
Auditing- For Fresh Articles

What is Audit?
Audit means examining and evaluating the books of account which have been prepared by the client.
What matters are included in Audit?
Basically the following matters are included in Audit or you can say work of an audit.
1. Preparation of audit Program
2. Checking opening Balances
3. Profit and Loss A/c Items
4. Verification (Includes Ledger scrutiny)
5. Other Matters
Note: Before starting an audit, we should check appointment letter, scope of audit and also we should obtain management representation letter.
1. Preparation of Audit Program
Audit Program includes following:
a. Name of Client
b. Business of Client
c. Laws applied to the business of client (e.g. Service tax, VAT, Income tax Act, The Companies Act)
Note: One should keep in mind various Laws which can be applied Like Bonus Act, Gratuity Act.
2. Checking Opening Balances
Now it’s time to start with audit after preparing Audit Program. Article assistants need to check opening balances of the Current year with that of previous year.
One should check following Items.
1. Opening Stock
2. Cash and Bank balances
3. Fixed Assets
4. Remaining all items  of Balance sheet (Including all creditors, Debtors, Provisions)

3. Profit and Loss A/c Items
After checking Opening Balances, Next Step should be regarding Profit and loss A/c items. Verifying and examining Profit and Loss A/c Item i.e. Revenue Items is called Vouching. At the time of examining these items one should check following Points:
· Sales
· Purchases
· Other Incomes
· Expenses
Sales and Purchase:
For sales and purchase, one needs to check following Points in accounting entries with that of invoices.
· Quantity , date of purchase and sales, bifurcation of amounts (VAT, Service Tax, Excise)
· Name of Party, Invoice Numbers
Other Incomes:
For income you should check source of with supporting documents.
Expenses:
As far as work of auditing is concern examining Expenses of business are very important. While examining this, one should check following points.
1. Whether client has prepared voucher regarding expenses.
2. Payment should not be made for amount more than Rs. 20,000.
3. Payment should authorized by concern authority.
4. A revenue stamp should be affixed if payment made is for more than Rs. 5000.
5. Bill should be attached to voucher.

4. Verification of balance sheet items (Ledger Scrutiny)
Verification of balance sheet items is also important part in audit.
1. Fixed assets:
1. In fixed assets, one should check depreciation calculation.
2. If there is increase in fixed asset, one should verify it with bill of purchase made.
3. If there is any fixed asset valued for amount less than Rs. 5000, then it should be written off.
4. Physical verification should be made to the extent possible.

2.  Cash:
For examining cash, one should check whether there is negative balance of cash throughout the year or not.

3. Loans and Advances:
· If there is any loan or advances, ask for Agreement papers.
· Whether payment of installment is bifurcated in interest or principal amount as per repayment schedule or not.

4. Debtors and creditors:
· Check the period for which they have been standing in accounts.
· If management has written off any creditor and debtor account then ask the reason of it.

5. Provisions and other current liability:
· One should carefully examine provision which is provided in the books of accounts.
· Whether they have made any provision for Audit fees, Income tax, Vat, Service tax, Tds.


6. Deposits:
· If there are any deposits showing in books of accounts, ask the reason of deposits.

7. Bank balances;
· One should check, verify all the transaction with bank statement of respective bank.
· If there is any difference in bank balance as per bank statement and books of account, then we should prepare bank reconciliation statement.

8. Stock:
· We should physically verify stock lying at place with that of books of accounts to the extent possible.
· Whether insurance have been taken or not.

5. Other matters
Other matters include following points:
a. TDS:
· First of all check whether TDs is deducted at actual rate or not.
· Whether TDS is deducted at right time or not.
· Whether TDS is deposited with in due date or not, if TDS is not paid within due date then it is disallowed under income tax act.
· Whether TDS return has been filed or not.
· Check the challan of TDS payment with that of accounting entry of TDS deposited.

b. Insurance:
· One should check whether Insurance is taken for personal purpose or business purpose.
· One should check whether Insurance premium amount is divided in Prepaid and current year or not.
· One should check Insurance amount with that of receipt of insurance premium paid.

c. Service tax, Excise, VAT
· Whether they are deposited within due date or not.
· Whether return is filed or not.
· Verify challan of payment with accounting entry of amount deposited.

So this is end of my article, I hope it will helpful to you, thank you.
Your suggestions are welcomed. 
