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The scope of this audit is broadly categorized into two Phases:

Phase I: Audit Observations on Vouching and Verification of the Financial Statements:

The key observations made during the Audit of the Financial Statements for the impugned period other than those of statutory compliances are being explained here.

Phase II: Statutory Compliances:

This phase involves verification of compliance of the following acts:

1. Central Excise Act, 1944

2. Central Sales Tax Act, 1956

3. TN VAT Act, 2006

4. Goods and Services Act, 2017
5. The Employees' Provident Funds and Miscellaneous Provisions Act, 1952 
6. Employees’ State Insurance Act 1948

7. Income Tax Act, 1961
PHASE I: AUDIT OBSERVATIONS ON VOUCHING AND VERIFICATION OF THE FINANCIAL STATEMENTS:

Analysis of Income of the Assessee:
The assessee is engaged in the business of _______________________.

	SALES INCOME OF THE ASSESSEE (CLASSIFICATION):

	S. No.
	MONTH
	INTER AND INTRA STATE SALES
	EXPORT SALES

	1. 
	APRIL 2017
	Rs. 1,00,99,489
	Rs. 10,18,854

	2. 
	MAY 2017
	Rs. 98,17,380
	Rs. 10,07,061

	3. 
	JUNE 2017
	Rs. 95,08,371
	Rs. 22,24,278

	4. 
	JULY 2017
	Rs. 1,18,36,017
	Rs. 40,39,870

	5. 
	AUGUST 2017
	Rs. 1,51,57,081
	Rs. 24,16,176

	6. 
	SEPTEMBER 2017
	Rs. 1,47,43,149
	Rs. 29,98,585

	7. 
	OCTOBER 2017
	Rs. 1,45,19,327
	-

	8. 
	NOVEMBER 2017
	Rs. 1,74,45,052
	-

	9. 
	DECEMBER 2017
	Rs. 1,47,94,909
	Rs. 60,47,430

	Total
	Rs. 11,79,20,775
	Rs. 1,97,52,254


All the sales vouchers are available with the company and the same are in line with the Financial Statements and other statutory dues. The above classifications are excluding all the indirect taxes applicable to the company.
Other / Indirect Incomes:
Analysis of Purchases & Direct Expenses of the Assessee:
All the purchases of the goods for further manufacturing are accounted in the account of Purchases. 

	PURCHASES MADE BY THE ASSESSEE (CLASSIFICATION):

	S. No.
	MONTH
	INTER AND INTRA STATE PURCHASES
	IMPORT PURCHASES

	1. 
	APRIL 2017
	Rs. 71,12,469
	-

	2. 
	MAY 2017
	Rs. 92,09,330
	-

	3. 
	JUNE 2017
	Rs. 1,38,72,701
	-

	4. 
	JULY 2017
	Rs. 81,12,744
	-

	5. 
	AUGUST 2017
	Rs. 1,23,71,137
	-

	6. 
	SEPTEMBER 2017
	Rs. 1,42,82,720
	Rs. 14,47,696

	7. 
	OCTOBER 2017
	Rs. 1,00,59,844
	-

	8. 
	NOVEMBER 2017
	Rs. 91,64,732
	-

	9. 
	DECEMBER 2017
	Rs. 1,58,53,646
	-

	Total
	Rs. 10,00,39,322
	Rs. 14,47,696


Direct Expenses:
The Company accounts the Electricity Charges for Factory, Wages given to workers, etc. All the expenses are verified with the bills. 
Other Comments: _______________________________

Analysis of Other and Indirect Expenses of the Assessee:
All the Expenses are verified / vouched with the vouchers of the company and bills given by the party’s, if any. The following are the major concerns raised during the period of audit with respect to the expenses:

1. __________________________________
a. Suggesstions: _____________________________. 
b. Impact: _________________________________
2. __________________________.
3. _______________________________
Analysis of Employee Benefit Expenses of the Assessee:
Salary:
All the payments made to the employees are supported by the Salary Statements provided to Banks for the payment of Salaries and Cash Vouchers duly signed by the employees, in case where the mode of payment is in Cash.
Staff Welfare Expenses:
These expenses include the expenses incurred towards the Food expenses, uniform stitching expenses, Health Insurance etc for the employees. 

ESI / PF:
Payment towards ESI and PF are expensed under the head “Employee Benefit Expenses”.

The same has been verified with the workings of ESI and EPF provided by the Company in this regard.

Analysis of Balance Sheet Items of the Assessee:
Fixed Assets:
The Company has purchased the following Fixed Assets during the impugned period along with their costs:

	S. No.
	Description of the Fixed Asset Purchased
	Cost of Fixed Assets
	GST Credit Taken

	1. 
	
	
	No

	2. 
	
	
	Yes

	3. 
	
	
	No

	4. 
	
	
	No


Loans & Liabilities:
1. Interest Expenses on repayment of Loans has to be accounted for the Financial Year

2. The Company has borrowed the following new loans:

	S. No.
	Description of Loan
	Amount of Borrowings

	1. 
	
	

	2. 
	
	

	3. 
	
	


* Amount of Loan and Interest Portions thereon has to be accounted for all loan accounts.

The copies of the following documents are required from the Company:

1. Bills / Invoices of Fixed Assets purchased during the year as listed above.

2. Schedules of Loan Repayments for every loan outstanding during the impugned period including the aforesaid new loans.
The suspense account in tally has to be cleared by the Company.

PHASE II: STATUTORY COMPLIANCES:
	S. No.
	Particulars
	Observation

	Central Excise Act, 1944

	1. 
	Payment of Excise duty
	It has been observed that all the payments due to be remitted under the Act has been paid on or before the due date.

	2. 
	Utilization of closing balance in Excise Duty
	The Closing Balance as on 30.06.2017 as per the last returns filed by the company has been carried forwarded to GST by filing GST TRAN-1.

	3. 
	PLA Account 
	There is no unutilised balance in the PLA Account as on 30.06.2017 i.e., last tax period under CE Act.

	4. 
	Utilisation of Service Tax Credit (CENVAT) for payment of Central Excise
	The company is not registered under Service Tax but is eligible to claim credit of Service Tax received during the period. Hence, the company has availed such credits during the period 01.04.2017 to 30.06.2017

	5. 
	Payment of Service Tax under Reverse Charge Mechanism
	Since the company is utilising the credits under the Services Tax, the company is liable to pay ST along with applicable cesses under RCM for the specified services. 

The Company has duly paid such taxes and cesses under RCM and claimed the input w.r.t. Service Tax portion thereon.


	S. No.
	Particulars
	Observation

	CENTRAL SALES ACT 1956 AND VALUE ADDED TAX 2006

	1. 
	Remittance of CST and VAT dues within prescribed dates
	The company has paid all the sales tax dues within due date except for the payment of VAT dues.

	2. 
	Filing of VAT and CST returns 
	The Company has filed all the VAT and CST Returns within the due date.

	3. 
	Tax Liability
	The Company has determined their tax liability and remitted the same to the Government correctly.


	S. No.
	Particulars
	Observation
	Recommendations

	GOODS AND SERVICES TAX ACT, 2017

	1. 
	Disclosure of Sales and Other Incomes in GSTR Returns
	The company has correctly disclosed the sales and other incomes in the GSTR–3B returns and GSTR–1 Returns.

	

	2. 
	Disclosure of Purchases and Expenses
	The company has disclosed all the purchases and expenses incurred with the registered persons.
Otherwise, this may result in excess utilisation of credit and will attract interests u/s 50 (3) @ 24%.
	The Company is advised to check the input invoices before availing the input for the tax periods.

	3. 
	Ineligible Credits
	The Company has not taken credit of any credits ineligible u/s 17(5) of the Act.
	

	4. 
	Remittances of Dues of CGST, SGST and IGST
	All the dues are duly remitted to the respective Governments without the considerations of the above mentioned errors.
	

	5. 
	Filing of GSTR Returns
	The Company has filed all the GSTR Returns within the due dates announced by the GST Department / Council.
	


	S. No.
	Particulars
	Observation

	THE EMPLOYEES' PROVIDENT FUNDS AND MISCELLANEOUS PROVISIONS ACT 1952

	1. 
	Deduction of employee’s contribution  as per statute
	It has been duly complied with. 

	2. 
	Remittance of PF dues within due dates
	The company has paid the PF contributions within due dates as prescribed by the statute.


	S. No.
	Particulars
	Observation

	EMPLOYEES’ STATE INSURANCE ACT, 1948

	1. 
	Deduction of ESI dues as per statute
	It has been duly complied with.


	S. No.
	Particulars
	Observation
	Recommendations

	TAX DEDUCTED AT SOURCE (INCOME TAX ACT 1961)

	1. 
	Remittance of Tax deducted to the Government and filing of TDS returns 
	The amounts deducted as TDS were correctly remitted within due dates and the returns have been filed within the prescribed due dates.  In case of delayed remittance, interest has been paid correctly.
	

	2. 
	Deduction of TDS 
	There is short deduction of TDS for various parties amounting to Rs. ___________.

This will result in disallowances of Rs. ____________ u/s 40(a)(ia) of the Income Tax Act, 1962.
	The Company has to deduct and remit the amount of short deduction with Interest.
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