SMR BUILDERS PRIVATE LIMITED
Audit for the year 2008-09

AUDIT COMPLETION CHECK LIST

	1.
	
	Has the file been reviewed and all outstanding items transferred to the matters outstanding list
	:
	Yes 

	
	
	
	
	

	2.
	
	Do any matters outstanding need to be resolved before an opinion can be expressed
	:
	Matters not Significant. However the same disclosed in the Notes to accounts.

	
	
	
	
	

	3.
	
	Are all working papers:
	
	

	
	
	Signed by the preparer 
	:
	Yes

	
	
	Initialed by the reviewer  
	:
	

	
	
	Dated
	:
	Yes

	
	
	Indexed
	:
	

	
	
	Cross referenced
	:
	Yes

	
	
	
	
	

	4.
	
	Does the evidence recorded support the conclusions reached? 
	
	Yes

	
	
	
	
	

	5.
	
	Has the audit programme been signed off except for matters outstanding?
	
	Yes

	
	
	
	
	

	6.
	
	Has the permanent file been updated and papers culled placed in the current audit file?
	:
	

	
	
	
	
	

	7.
	
	Does the file contain:
	
	

	
	
	Final draft accounts 
	:
	Yes

	
	
	Representation letter 
	:
	Yes

	
	
	
	
	

	8.
	
	Has the management letter been drafted and agreed with the client?
	
	Yes

	
	
	
	
	

	9.
	
	Have the final draft accounts:
	
	

	
	
	been agreed with the accounting records?
	
	Yes

	
	
	been checked for compliance with Companies Act?
	
	Yes

	
	
	and accounting standards requirements?
	
	Yes

	
	
	
	
	

	10.
	
	Have accounting policies been consistently applied?
	
	Yes

	
	
	
	
	

	11.
	
	Have post balance sheet events been checked?
	
	Yes

	12.
	
	Have going concern considerations been checked?
	
	Yes

	
	
	
	
	

	13.
	
	Has the audit highlights working papers been prepared and reviewed?
	
	Yes

	
	
	
	
	

	14.
	
	Do accounts show a true and fair view?
	
	Yes

	
	
	
	
	

	
	
	The final review of the audit working papers and conclusions is of particular importance. Initially, this will consist of audit manager reading the working papers usually in the presence of the audit senior. Working papers that are acceptable will be initialed by the reviewer. The audit senior will probably be left with a long list of matters to tidy up, such as working papers lacking a conclusions, referencing not completed, tests not completed usually because of missing documents or confirmations not yet received, programme steps not signed off, draft management letter not prepared, etc.

The next stage will be the drafting of the audit highlights or points on accounts. This will deal with matters such as:
	
	

	
	
	
	
	

	
	1.
	Commentary on significant changes in the clients operations, accounts balances and ratios.
	
	No significant changes observed

	
	
	
	
	

	
	2.
	Major problems encountered in the audit, such as fraud or suspected fraud other significant errors or control breakdowns;
	
	No such major problems encountered

	
	
	
	
	

	
	3.
	Other problems affecting the ability to express an opinion:
	
	

	
	
	a) Inconsistent accounting principle;
	
	            ---- NIL----            

	
	
	b) Inadequate accounting records
	
	

	
	
	c) Departures from Companies Act / accounting standards requirements.
	
	

	
	4.
	Significant unresolved audit queries;
	
	

	
	
	
	
	

	
	5.
	Other problems with the client, such as failure to take action on control weaknesses noted in the previous management letters;
	
	            ---- NIL----            

	
	
	
	
	

	
	6.
	Unadjusted errors.                                                        
	
	              ---- NIL----            

	
	
	When all these matters are attended to, the Audit Manager and Partner will then go through the file with an audit completion check list. 
	
	


Annexure

COMPLETING THE AUDIT

	1.
	Introduction: Many of the matters indicated below relate to disclosures in the notes to the accounts and other accompanying statements. In most cases it is not the quantitative aspects of the disclosures that is of concern here but qualitative aspects; whether the disclosures or analyses of the relevant events are adequate to present a true and fair view. Most of the facts will be known to us from the evidence already gathered although in some cases, additional evidence may be sought, such as with after balance sheet date events, or further consideration may need to be made as to the interpretation of facts, such as with going concern.

	
	

	2.
	The following points / aspects require special consideration. Please examine these and give short notes, to serve as a ready reckoner.

	
	i)
	Contingencies requirements.

	
	
	i.i)
	Disclosure requirements

refer Sch VI. Of Companies Act. In particular disclosure is required of.

	
	
	
	a)
	Existence and amount of guarantee

	
	
	
	b)
	The amount and nature of contingent liabilities whether any securities has been provided

	
	
	
	c)
	Capital expenditure commitments contacted for

	
	
	
	d)
	Capital expenditure commitments authorised but not contacted for

	
	
	
	e)
	Pension commitments 

	
	
	
	f)
	Other commitments 

	
	
	
	g)
	Separate disclosure of commitments on behalf of:

	
	
	
	h)
	Holding company and fellow subsidiary viz. Subsidiary companies

	
	
	
	
	

	
	
	
	
	

	
	
	i.ii)
	Audit Planning

	
	
	
	When planning the audit it will be necessary to consider possible commitments and contingencies and to arrange for appropriate evidence to be obtained.

Commitments and contingencies the addition to these referred to 2 i.i. above include:

	
	
	
	i)
	Pending legal action 

	
	
	
	ii)
	Bills discounted

	
	
	
	iii)
	Product or service guarantee

	
	
	
	iv)
	Uncalled liability on partly paid shares held

	
	
	
	v)
	Insurance claims pending

	
	
	
	vi)
	Penally clauses on long term contracts

	
	
	
	
	

	
	
	i.iii)
	When performing the audit, we should not only perform tests designed to detect and verify expected contingencies but will perform additional procedures to provide reasonable assurance as to the completeness of reported contingencies. These tests will include: 

	
	
	
	-
	Read the minutes 

	
	
	
	-
	Review entries in the register of charges

	
	
	
	-
	Review correspondence with lawyers

	
	
	
	-
	Review company’s procedures

	
	
	
	-
	Review insurance claims

	
	
	
	-
	Obtain management representation:

	
	
	
	-
	appropriate opinions will be

	
	
	
	-
	Unqualified, if contingencies are properly disclosed.

	
	
	
	-
	‘Subject to’ a disclaimer if contingencies are properly disclosed but indicate an inherent uncertainty.

	
	
	
	-
	‘Except for’ or ‘adverse’, if contingencies are not properly disclosed.

	
	
	
	
	

	3
	We must be satisfied that the statement of accounting policies

	
	-
	Describes all accounting policies which are material or critical in determining the profit or loss

	
	-
	Is clear, fair and as brief as possible;

	
	-
	Provides explanations of instances, where management have availed themselves of the true and fair overside provisions of the Companies Act., i.e.,  where there are deviations from the Accounting Standards and the reasons therefor.

	
	
	

	4
	We must check that the cash flow statement

	
	-
	is provided where required by AS 3

	
	-
	Conforms to the requirements of AS 3

	
	-
	is consistent with amounts appearing in the accounts;

	
	-
	Includes all sources and uses of cash

	
	-
	is prepared on a consistent basis 

	
	-
	is arithmetically correct 

	
	
	

	5
	Segmental reports are required by, Stock Exchange listing Agreement and A. S. 17 so as to provide users of accounts with information as to activities in classes of business and geographical areas with different rates of profitability, opportunities for growth, and degree of risk.

	
	
	

	
	When planning the audit, we will need to extend audit procedures as necessary to obtain evidence as to the correctness of segment disclosures. While verifying the segment reports, we must satisfy ourselves as to:

	
	-
	appropriate determination of segments

	
	-
	appropriate bases of accounting of segments

	
	-
	Sufficiency of audit evidence in support of segment disclosures;

	
	-
	reconciliation of segmental reports with the audited accounts

	
	-
	reconciliation of segmental reports

	
	-
	explanations in the accounts, where segmental disclosures are not provided;

	
	-
	Explanations, in the accounts as to,

	
	
	a)
	Identification of segment

	
	
	b)
	accounting for inter-segments sales

	
	
	c)
	Calculations of segmental capital

	
	
	d)
	Changes in bases of accounting for segments;

	
	-
	Truth and fairness of segmental disclosures

	
	
	

	6.
	We should satisfy ourselves that there are no inconsistencies between the information in the Director’s Report and the accounts. We should also review other information published in the document containing the accounts as to:

	
	-
	Consistency with the accounts 

	
	-
	Material mis-statements of fact (including mis-statements in the director’s report). The reason for the review in that such discrepancies might undermine the credibility of the accounts and the auditor’s report thereon and might mislead users.

	
	
	

	
	We should be allowed to sight the information before publication. If discrepancies are discovered we should:

	
	-
	request the management to correct the error;

	
	-
	Consider whether evidence contained in the other information alters the opinion we might otherwise express on the accounts:

	
	
	

	
	If management refuse to take action we should seek legal advise and in the second case above quality his report.

	
	
	

	7
	Related Parties are persons or entities who have significant influence over the company such as the parent company, directors, key management personnel and major shareholder or over whom the company can exercise segmental influence, such as subsidiaries and associated companies.

	
	
	

	
	Where such relationship exist transactions are not always at arm’s length and may:

	
	-
	be intended to misrepresent the companies accounts

	
	-
	be in breach of a director’s duty to the company.

	
	-
	constitute a fraudulent misappropriation of assets by the related party 

	
	
	

	
	The Companies Act, 1956 requires disclosure of most transactions between directors and the company and makes it illegal for directors to receive loans from the company save under specified conditions. We have a statutory duty to ensure that Companies Act requirements regarding transactions with directors are complied with and to disclose in the report, transactions not disclosed in the notes. We must satisfy ourself that:

	
	-
	The directors are aware of the Companies Act requirements;

	
	-
	effective procedures exist for identifying and recording all relevant transactions; 

	
	-
	auditors of subsidiary companies are aware of the requirements with regard to subsidiary company transactions with parent company directors.

	
	
	

	
	With respect to all related parties, we must adopt procedures as to:

	
	
	identify related parties

	
	
	identify transactions with related parties

	
	
	examine related party transactions with respect to their effect on the truth and fairness of the accounts.

	
	
	

	8
	Special Purpose Transactions-

	
	There may be a need to seek legal advice in ascertaining the commercial effects of contacts entered into. It may be that Audit is concerned as to implications of which the client is unaware. More likely, however, the Audit will be concerned with complex contractual arrangements whose true intentions and commercial effects may not be obvious. Such arrangements are referred to as Special Purpose Transactions or as creative accounting.

	
	
	

	
	This is a growing practice of structuring transactions in complex forms with the specific intention of securing a desired treatment in the accounts. A common objective is that of removing liabilities from the balance sheet, popularly known as off-balance sheet finance. The test is whether the accounting treatment of a transaction fairly reflects its commercial effect. With finance leases, for example, the test is whether the lease effectively transfers the risks and benefits of ownership. If it does, then the commercial effect is as it were a sale and purchase transaction with finance being provided by the seller, and it should therefore be accounted for as such. The effect of a transactions should then be considered in terms of whether it gives rise to an asset or liability. If it does, then the resultant asset or liability must be accounted for regardless of the legal form of the contractual arrangements.

	
	
	

	
	A particular problem with such transactions is that conflict is likely to exist between management and their legal advisers, and the Audit, since such transactions are often designed specifically in order to obtain a desired accounting treatment, such as off-balance sheet finance which audit may not agree.

	
	
	

	
	Since the purpose underlying the structure of such arrangements is to secure a more favoured accounting treatment the standard will inevitably bring us into confrontation with the management.

	
	
	

	
	Client may seek the services of specialists for many different reasons. Use of information contained in the specialists report for accounts purposes may well be ancillary to the main purpose of the report. A property valuer may be requested to value the company’s free hold property in connection with the possible move to a new location. In the absence of specific instructions the valuer may make certain assumptions as to the likelihood of obtaining planning permission on the existing property for change of use and value the property accordingly. Such a valuation is contingent upon the expected planning consent being obtained and would be inappropriate for accounts purposes especially if the company decides not to relocate.

	
	
	

	
	Special Purpose Transactions, commonly involve giving or receiving of guarantees. These will be known when related party transactions are examined. 

	
	
	

	
	Similarly, we will have to enquire closely into other unusual transactions that appear inconsistent with the ostensible advantages that might appear to arise from the transaction. For, example sale of large quantity of stock other than to a regular customer and for which delivery is not immediately required might have the substance of a loan secured on stocks.

	
	
	

	
	Where we are not able to obtain a satisfactory explanation for such unusual transaction or where the accounting treatment does not provide a true and fair view, then we will have to consider whether to qualify the report.

	
	
	

	9
	Unless otherwise stated, the company is presumed to be a going concern and its assets and liabilities accounted for in accordance with that presumption. Since the audit is based on conditions as they exist and not on forecasts, going concern, for audit purposes, need only consider the continued operation of the business for a year after balance sheet date or six months after the audit report, whenever is longer.

	
	
	

	
	The Auditor is not expected to investigate specifically for going concern but should evaluate evidence gathered during the course of the audit for indications that the going concern assumption may be in appropriate. Where the evidence casts on the validity of the going concern assumption the auditor will need to undertake additional procedures such as:

	
	-
	analyse company prepared forecasts and assess their reasonableness; 

	
	-
	analyse recent interim or management accounts

	
	-
	review loan agreements for possible breaches 

	
	-
	review minutes for references to financing difficulties 

	
	-
	seek advice from company solicitors

	
	-
	confirm the existence of guarantees, etc.,

	
	
	

	
	Where management justify the going concern assumption on the basis of plans or mitigating circumstances the auditor will need to verify existence and validity of such plans, etc; if he has reservations as to the appropriateness of the going concern assumptions his report should:

	
	-
	refer to a note to the accounts identifying the problem and intended action but not qualify his opinion where the intended is likely to the successful.

	
	-
	Issue a ‘subject to’, or ‘disclaimer’ of opinion where the problem is disclosed in the notes but the outcome is uncertain.

	
	-
	Issue an ‘except for’ or adverse opinion where the accounts are inappropriately prepared on a going concern basis. 

	
	
	

	10
	The audit report must be dated on or after the date the accounts are approved by the directors when the audit work has been completed. The auditor must ensure that after balance date events up to that date are properly accounted for or disclosed in accordance with Accounting Standard 4 – Events occurring after the date of the Balance Sheet date.

	
	
	

	
	Audit procedures will include--

	
	-
	reviewing the effectiveness of management’s procedures for identifying after balance date event; 

	
	-
	Verifying events identified by management and their accounting treatment;

	
	-
	reviewing minutes 

	
	-
	reviewing management accounts, budgets, etc.

	
	-
	Considering known risk areas;

	
	-
	making enquiry of management

	
	-
	Considering information from other sources

	
	
	

	
	The auditor has no responsibility to search for events after signing the report but, if he becomes aware of information after that he must communicate his findings to management. The auditor’s action then depends on:

	
	-
	Whether or not management take appropriate action;

	
	-
	Whether the accounts have

	
	
	a)
	Not yet been sent out;

	
	
	b)
	Been sent out but not yet laid before the AGM;

	
	
	c)
	Been adopted by the AGM

	
	
	


	
	
	

	
	Action to be taken on discovery of additional information after the issue of the audit report.

	
	
	

	
	New information invalidates the view shown by the accounts
	                 NO


	No action needed
	

	
	             Yes
	
	

	
	
	
	

	
	
	
	

	
	Accounts sent to Members
	         NO


	Management agree to amend accounts
	Yes
	Issue audit report at date of amended accounts extended review of after balance date events

	
	                                                    NO
	

	
	
	

	
	             Yes
	Consider 

a) Exercising right to be heard at general meeting

b) Obtaining legal advice
	

	
	
	

	
	                                                                                
	

	
	
	

	
	Accounts Presented at general meeting
	 NO
	Management agree to issue amended accounts
	  Yes
	Issue audit report at date of amended accounts referring to the original accounts and report thereon. Extend review of after balance date events.

	
	
	
	
	
	

	
	              Yes 
	
	
	

	
	
	

	
	Does management intend to take appropriate action?
	Yes
	Consider necessary action such as reporting on audited accounts
	
	

	
	
	
	
	
	

	
	                 No
	
	
	

	
	Consider obtaining legal advice
	

	
	

	
	( cf:  Auditing And Investigations by Cossevat)

	
	

	
	


	11
	We should ensure that information required under Stock Exchange listing agreement had been provided. The responsibility for verifying the information depends on whether it is in the notes to accounts, in the director’s report or provided as other information.

	
	

	12
	We will need to undertake the necessary audit procedures to verify information required to be disclosed in the notes that is not related to items in the accounts.

	
	
	Share options

	
	
	Movement on reserves

	
	
	Particulars relating to higher paid officers

	
	
	Director’s emoluments

	
	
	

	13
	The final review should be performed by an experienced auditor, such as the engagement Partner. It should ensure that accounting policies confirm with accounting standards or are generally recognised, are appropriate to the business and show a true and fair view.

	
	
	

	14
	Analyses of the accounts should confirm the reasonableness of the figures and the absence of any expected relationships and the overall presentation and disclosure should convey an impression consistent with audit conclusions. The review should pay particular attention to the qualitative aspects of the presentation such as the wording of the notes and ensure that the impression in consistent with the members.

	
	
	

	15
	A checklist of compliance with statutory requirements and accounting standards should be completed to ensure that the accounts comply with the regulations. The reviewer must finally satisfy himself as to the appropriateness of the audit opinion to be expressed.

	
	
	


______________________                                                                 ________________________

       (PREPARED BY)                                                                                     (REVIEWED BY)                                              
G.SAILEKH RAJ & ASSOCIATES

