  INTERNAL AUDIT SYSTEMS MANUAL

PRE-AUDIT:

VERIFICATION OF PURCHASE ORDER:

Verification of POs BASED ON BOM :

Origin of PO at Materials Dept:

Main end users - Accounts Dept and Stores.

Check the description of the PO with that of BOM and record the PO. Qty. in BOM

Verification of Quantity with the help of BOM, and noted on the BOM for further control of quantities.

If any deviations/ excess quantities observed send back for clarification/ Directors approval.

Verify the price with reference to previous Order price, in case material has been ordered earlier or through quotations, if material is ordered for the first time.

To immediately incorporate any amendments to BOMs in the Auditors copy of BOM in the excel format.

Check all the calculations.

If the E.D. is inclusive and the amount of CENVAT is not known at the time of order, make sure that total of all components i.e. basic, ED & vat is equal to the inclusive price quoted by the vendor.

In some cases the Unit of Measurement of material supplied and billed by the supplier is different from the UOM used in issues and receipts of material.  Therefore to check whether the unit rate mentioned in the Bill is differing from the Unit rate mentioned in the PO. And also due to application of conversion factor, the bill value may slightly differ from PO.

VERIFICATION OF PO WITHOUT BOM:  

Draft PO presented by the Material dept. is to be verified with reference to approved indent.

Verify the quantities with reference to indent and noted on the indent for future control.

Rate should be verified with reference to the previous PO/ price list/ quotations.

Verify whether the rate is within the indented amount. If any major deviation it should be taken to the notice of the director.

POs FOR PURCHASES MADE ON URGENT BASIS

Verify the PO with reference to bill duly authorized by GM (works).

Confirm that the security personnel should endorse material inward.

BILLS PAYABLE ACCOUNTING:

1. Quantity in the Bill must be checked with Quantity in the Store Receipt (CSRV).

2. Bill must be evaluated with PO for Rate and other terms and conditions.

3. CENVAT credit must be verified.
4. Verify payment terms, if it is Advance/LSC/LC, confirm the payment has been released or L.C has been opened and Hundi accepted.

5. While processing bill-booking transaction, if any advances are made against the bill, we must see that bill has been assigned to the respective advance. 
6. If bill amount and payable amount is one and the same, highlight the amount and sign on the Bill and Store Receipt. [This can be released for payment on due date] 

7. If payable amount is less than the bill amount, due to difference in quantity received or differences in other terms and conditions, we should confirm that the Debit note is passed for the difference amount.

8. If CSRV amount is more than the bill amount, due to differences in price and other terms and conditions, we should ensure that amount is restricted to the bill amount.

VERIFICATION OF BILLS RECEIVABLE:
· Verify the bills with customer Purchase order.
· MRHOV, CSRV are compulsory documents for Distribution projects.

CASH / BANK RECEIPTS:

Verify the voucher amount with the help of pay in slip.
Check the correct ledger account.

Check the posting to the correct party.

VERIFICATION OF SUB CONTRACTOR BILLS:                                                                                                      
Check the work rates with respect to the approved work order rates

Check the calculations 

Verify the PF., ESI, Service Tax, Work Contract Tax, TDS, Retention and other deductions.

Verification of ESI & PF payments made by the contractor to the authorities.

VERIFICATION OF IMPREST BILLS

Verify the supporting and calculations of the voucher.

Verify the correctness of the Head of accounts.

Verify the authorizations if the expenditure exceed the specified limit.

Verify the outstanding advances with that employee.

Verify the eligibility and limits to be applied for claims made by employees in case of Telephone/Cell phone.

Verify the log books and details of places visited. Auditor should assess the places visited are for official or personal purposes only. If  any doubt arises about the places visited, clarification Should be asked. 
Closing meter reading and opening meter reading in the log books should be the same. If any difference ask for clarifications and for every closing meter Authorized signatory should sign on the log book.
Electricity bills and phone bills or recurring nature bills should verify original and not duplicate bills. If any prior period /months bills claimed, make sure that those were not claimed earlier.

VERIFICATION OF PAYMENTS TO VENDORS:

On the due date for payment, payment advice is released by the auditors by canceling the Bill and Receipt with flat stamp and signature.

For LSC payments manual requisition prepared by accounts dept. is verified by the Auditors with Bill and P.O.

Auditors shall verify the Advance payments to vendors against the specified purchase order.

Before releasing the Advance payment, account position of the vendor must be confirmed for any long due pending advances are there.

VERIFICATION OF DIRECT DEBITS:

Bank Charges:

Verify the Opening charges of L.C and B.G. with reference to the approved LC/BG application.

Charges must be verified as per the Bank Circular and Period as per the LC/BG application.

Verify the Bank Debit advice.

Check the calculations.

Interest Calculations:

Verify the day wise products as per Bank Statement.

Check the Interest rates as per circular.

Check the calculations.

LSC Payments

Verify the Bank Payment Voucher with reference to Audited and approved requisition.

Cross sign the requisition..
Check the Bank charges are as per circular.

If payment is not made within the due date Interest calculations should be verified.

Check the calculations.

LBC Payments

Verify the Hundi duly approved by the directors.

Verify the Bills duly audited and verified by the Unit in charge.

Check whether the bill has been debited on the due date mentioned on the Hundi .

If there is an interest clause in the Hundi, calculation should be verified.

LC Payment

Verify the Hundi duly approved by the directors.

Verify the Bills duly audited and verified by the Unit in charge.

Check whether the bill has been debited on the due date mentioned on the Hundi .

If there is an interest clause in the Hundi, calculation should be verified.

VERIFICATION OF BILL OF EXCHANGE:

Verify the bill of exchange with respect to purchase order and Letter of credit.

Check the Invoice is as per PO terms and calculate the amount.

Confirm the amount of BE is with that of invoice.

Check other charges and due date is as per LC.

Interest should be verified if it is covered in the PO and LC.

EXCISE DUTY PAYMENT

Verify the Excise Duty payable as per sale.

Verify the CENVAT balance available with us.

Excise Duty payment shall be processed for the difference amount of the above.

TDS, Service Tax, VAT and Service Tax PAYMENT

Verify the amount paying to the Dept. with reference to Recovered Statement.

Verify the Heads of the TDS as per TDS Sections before 5th.
Verify the receipts and Service Tax Payments before 10th.

Verify the VAT and WCT returns and Payments.

Verification of BOQ:

Based on the LOA total material quantity sanctioned by the board is considered as BOQ quantity. BOQ is restricted to this quantity.

Rates taken as per the last PO or comparative statement prepared based on the quotations received from various parties.

For freight and other charges also taken as per the terms of quotation.

For erecting work rates taken based on the certification of Costing and Execution people. 

For OH and other charges taken based on the estimation given by the execution people.

Verification of PO

PO quantity should be verified based on the BOQ. If any time the quantity ordered is more than the BOQ quantity it should be taken to the notice of the Director.

For rates also verified based on the recent offer letters received by the various vendors which should be cross checked with the LOA rates and if any deviations observed should be taken to the notice of the Director.

Each and every PO quantity should be recorded into the BOQ for further control of material availability with in the BOQ

Any Amendments to the Quantities or rates should be approved by the directors.

Verification of Sub-Contractor bills:

Sub-contractor wise Agreements should be verified.

Quantity and rates must be as per the agreement limits.

Verification of Work Contract Tax, Service Tax, TDS and other statutory deductions to be made.

The quantities in Sub-Contractor bills should not exceed the quantities in the bills raised on board.

Retention money should be deducted as per agreement.

To be verified any deductions made in the board bill, should be recovered from the sub-contractor bill. 

Entry Tax payments:

Verify the material to be sent to the concerned place, and material inspection note by the concerned board and material dispatch note from the party should be verified.

Calculations should be verified based on the LOA price and transport charges.

Entry tax should be calculated based on the inclusive of tax or exclusive of tax as per agreement with the board.

Requisition should be verified as per the calculations.

POST AUDIT:
VERIFICATION OF STORE RECEIPTS:

Go through the filed D.C.s of the vendor and check the DCs are relating to the particular month of verification and also see the D.C. No. for any double entry.

Go to the Receipt Register based on the Receipt No. mentioned on the DC, Check the description and Qty. 

Check the Gate entry Date on the DC and CSRV date. To ascertain the time taken for raising the CSRV.

Ensure that the security and stores personnel physically verify the quantity.

Sort all CSRVs and find the missing CSRVs and ask for clarification
PHYSICAL STOCK TAKING

Generate Cycle Counting report for the items which are to be verified.

Verify the physical stocks with reference to the Stock taking cards placed at the material.

Stock taking cards contains the data relating to description and quantity of the material, and signature of the stores officer.

Compare the description of the material mentioned in the card with material description mentioned on the pack/container.

Quantities must be verified by physically weighing and measuring the material.

Such verified Physical quantities are entered into the system.

System generates variance report.

Such report must be submitted to Directors.

VERIFICATION OF AD-HOC AND SPECIFIC EXPENDITURE IN THE ADMINISTRATIVE SPHERE INCLUDING CAPITAL EXPENDITURE:
CAPITALISATION authorization with bills. Managing Director/Chairman.
Erection and commissioning certificate or report of the capital Asset.

Purchase process and quotation. Approvals

Payment terms and method

Fixed asset register.










