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Vouchinq lneans t l ic  act  of  cxar t t i t t i t rg  votrchers i .e .  docrr r r rcntarv ev ic lencrs in

support  oJ-  a t r rnsact iou.

I t  is  r rscc l  to  e l tsur . :  t l ra t  rar io t rs  l ransact i i t t ts  f t r r  the per ior l  r re la i r ly  ant i  t r r - r l r

recorded in t l re  books of  accot t t t ts .

V r ' r r c l r e  r  i :  p rope  r l r  da t c t l .

I t  i s  i n  c l i e r r t ' s  nan re  .

I t  is  dul l ,  aut l ror ised.

Voucl rer  is  conrplete in  a l l  respects.

It clearly slrows naturr) and antourtt of reccipts and pa)'It le t lts.

After exarnination, vouclter shoulcl be starnpediinit iated.

:.', . OF CASH TRANSACTIONS

t j ( , r f s i t t | ; t ' i { l l t  l lS

(o) n"ti"t" iit" : '

, I.C. system .
i : r

(f) Disclosure in
final
Accounts

:  coul l t lng lnacnlnes.

. 
. Ensure that I.C. system periodically, reconcile tire physical assets;

' rvith their balances in books.
:

{b) Ensrrre , . Record of transactions should be checked in details.

: correctness of , . Cltcck whether entries have been nrade in books o{';t ictiuttt ai; per
, book keeping . consistent accountinu policy.

. records : r J'hus. different errors can be detected.
' '  :

{c) Otrsen'ance Special attention slrould be given to follorving:

I of Accounting : - Distinction betrveen capital & revenue expeltditure/receipts"
pr inc ip les r  Accrual  Basis of  account ing.

t, t '  Method of DePreciatiott.
, '  '  Writ ins off of f lctit i t 'rus assets-

,  
-  A<l justmenl  of  outst i r r rc l ing Assets & L iabi l i t ics '

{d)  E,v i6encc of  -  Audi tor  shoLr lc l  chcck docurnentary ev idenc, . :  ' i t  r j ! i1 !p{r . i  , - i f
: Tr:rnsaction transactiotls.

;  
'  f ror  eg;  Payee's receipts,  suppl ier 's  invoicc t - ' tc '

: 
'  Auditor should get as maly extemaI evidetrces as i l1;l 'si]r lc :rs thesc

i i lre lnore reliable thatr internal evidences.
i . . . -

{e) Validit l '  of , 
- FIe should check legal provisions, if any.

. Transactions I r Refer to internal rules & regulations.

: : '  Check copy ofcontract, lcase deed, agency contract etc.

Auditor should thoroughly sttrdy l.C. syslenr or, 'er cash lransactiotts

Carel i r l ly  examine the aut l ror isat ion levels.

Check rvhcther any rnechanical equipntertt is r-ts{,i i  , i i t ' ;  r.;aslt

. Auditor should check grouping of differerrt items.

. Eg: Directors rernuneration should not be clubbed with empioyee's

salary.
. For this , he should see relevant legal reqrrirentettts l ' i lsc-
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A utl i  t  i  tr  g t t trd A ssin'unce

' l  
r: i ;t ls of caslt book alrci lci lgers shr'ruli l  be

tr tri i  t tt i t !t tcti rrtarrtraiiy')

c l ie :cke t l  ( i r l  case  lv l r t : rc  i rc ro l ln t '  i ! !

] . l r i s i s requ i r cd todc tcc t l i a t r c i sc loneb l , t r ve r to ta l l i r t g /unde r to ta l l i r r g .

Sprccial atle ntiotl shoultl lrc gii le rr to crasld/alterecl l igrrres,

Bl {S is  pr"p"r" , l  b1 'c l ier t t  s taf  1 'at  per iodical  in terval '

Ar . rc l i t t r r  s l rould keep a rccor<l  o i i t  in  h is  u 'ork ing paper l l le '

S i l ec i i r l a t t e l l t i onshou ldbeg i l e r l t o \ , ea re t t t | t r a t r s l t c t i t r t r s .

i:, i tsttrc atrcrtrt genuinettcss tl l  i tetlts creatittg c|ifTercrrce betrvcen cash book & birrtk irt; i ' l1"

( ' us t i t t g  o I '
' l  

o t : r l l i ng

3. f]:rnk
re  co t t c i l i l t t i on

st:l tellrttrts
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1 . Purglgrsgj-Pgdi
{ lrslx menro

.t
,goods inrval'd book

+
t l lass book

o
purchlscs near B/s date

v
. Advances to suPPliers

IlirYnEnt for

Acq-uilition of 
"\ssets(.Authorisat ion

v
' lleceiPts '

v
rBank Statentents

v
' l)ntry in Asset Account

+
, '  . Revenue ExPenses

v
'  

1  " l  
i l le  of  c l icnt

3. RcP-ag!.-to-A$9!g
Estinrate

v
rteceiPt

v
Cash Book

v
Re Pair A/c

v

connection l.rave beetr properly accorrnted for'

l .
2 .

J .

,+.

5

Clieci i iash tnutros issrrecl bv suppliers'

Goods ittu;ortl DooA slrould be chccked'

l1-payments ltave beetr made through cheque ' tracc entry in barlk statctncll l

Special attention is given to purchases made near the bslunce shpet dute a:

goods rnigltt not been received'

Ilnsure that advances paid to supplier for future purchases hsvc n(ll h') 'r ' '

includccl in current .vear's purchases'

; r . 
-eiimi"i 

i"t 
"ir,., 

puy*t"ii' p'i''pttty ""tii"tii"a'
2. Vouch receipt for the amount paid to the seller'

3. Trace the entry for payment in the bank statement'

4 . C h e c k c a p i t a l i s a t i o n e n t r y r n a d e i n t h e b o o k s o f a c c o u n t . S p e c i a l a t t e t r t t o n i l l

, b" given to..inri"ttotion.hurg", paid," to check whether same has been addetl

. tn the cost of fixed assets'

j s . c t ' " " t t h a t n o r l r r a l r e p a i r s e t c . h a v e b e e n t r e a t e d a S r e v e n u e e x p e t r s e s & n o t

. debit"d to asset account'

. 6 . l n c a s e o f n r o v e a b l e p r o p e r t y , c h e c k w h e t | r e r i n v o i c e h a s b e e r r n r a d e i r ' '
,  cl ient's name-
,, 

J i", u"*"r,"ble property, examine rvhether it is duly registered in client's

: name.

I . E,xanrine tlrt: paynrent for repairs wrttr ieference to estinrate submittcii bi '

contractor.

'l-,-) .l'it'.:

? v. ? 
r.i. \"

i'tr^)'\i;I
0rv:'\'1 \

2 .
l

A

Examine receipts issued by maintenalrce contractor' if any'

Trace relevant entry in cash book'

Check theer r t ry i r r .Repa i rsAJc ' toensure^ tha ta l l revenueexpend i tu re in th is

5. Ensure that heavy repairs' which increases the l ife of asset

shown as repairs but treated as capital expenditure'

have not beert

Capital ExPs.

I

I



i  r  - :  "  r  i . r l i h  L t D e  n $ c s

Arrihr;l rcation '

t t '

I  ! . , : e " , . r  . t l t i enCSS .

.t
Iliils .

+
l lBI 's  permiss ion.

rt

Srrn<ln 'cxpenses (

v
F o,  ' ! i rcs: tors. - )  i r i i '  r , 'J

tt \-li':' ' ''i r

Przss book
.1,

i  t i . j ' !  ! t i  a C C O U n t  '

+
ARP

r  . r  : r ; r t i rn .  F lxnenses
llf !!r, ;igt'cenrent

v
Receipt

.1,
!t i :sri iution for
reirnhursemetrt

.l,
Pnrspectus

o
{}nly preliminary exps.

v
AS 26_-

' . r,':1-,ttigt4nd_Sale r!9!
lnternal control

a,

Employee data .

v
,,tritirmetical accuracy .

v
Acknowledgements'

v
f)eductions '

v
E{r t[r6:d emPloYee '

v
l lummy workman ,

v
Bank statement

v

L'::,:rt,,,,g -
I  .  Ensurc that  a l l  i )avrner l ts  w.r . t .  t ravc l  l ra le

proper offlcial.

2. Check reasclrrat. ' lencss of payrncnts as

been autiroi-izedi sanctiou,:ri rv

per  c l ient 's  i r r tcr r ra l  ru l r : r  i t r r r j

t ickets and hote l  t r i l ls .

I{BI lras been obtained lbr cxpenditure in

.{r5

regulat ions.

3. Voucli copies of t lre airiraihvavs

4. Check rvhether perrnission ol-
foreign currenc\'.

5 .  Bnsure reasonablencss of  suncl ry  expenscs such as dai lv  a l lo .vance
con \  c \ : u l cc  l u t t l  t  i ps  e l c .

, 6 .

f \

, " J '
: 8 .:

9 .

For travell ing expenses clairned by directors, chcck r,t lretltr:r tf ie5e ', ' ir ir ' :

incurred by thcrn in the interest of t lre business.

Trircc relevant entn' in bank pass book.

Check posting irr travell ing expenses account.

Compare amounl of travell ing expenses rvith the previous year's f igurt;. r,rl,. i

inqui re in to abnormal  changes,  i f  any.

: l. Various preiiminary expenses relating to the formalion of art entify sueh ,.r::

: registration fees, cost of printing of documents, legal fees etc., should be

r checked rvith reference to bil ls and agreements.

| 2. Check receipt issued by lawyer, accountant and printing house.

. :. Exanrine resolution of BOD and the power in AOA, in case such exp*lirr ': '

,  ir l"utred by the promoters have been reimbursed to them.
',4. 

Cross check the amount of preliminary expenses rvith that disclosec! in the

prospectus.

5. Check tlrat no expense other than those constituting prelirninary expenses are
included under this head e.g. brokerage, underwriting cornrnission.

; 6. Auditor should examine compliance rvith AS 26, rvith respect to acccltrlittrs
, treatnrent of preliminary expenses.
'  

|  .  E*"mirrc intenral  .ont.oir  le lat ing to *og",  and salar ies speci l ical lv on
folloiving areas:
. Attendance record of employees
' Appointment, promotion and transfer of cmployees
. Disbursement of salaries and wages
' Custody of wage records
' Authorisation for disbursement of overtinte
. Paytnent of advance to staff
. Control over dummy worknren

Examine the etnployee data such aS name, wage rate, attcndancc nssil1:,1" 't)!.i1.

Check the arithmetical accuracy of the payroll function.

Examine the acknowledgements by employees.

Check deductions w.r.t. TDS and Provident fund etc.

Ensure that employees who have retired or otherwise left the senviet: of the

enterprise , lrave not been included in the pavroll.

Ensttre that no dummy workman has been paiC wages"

Check relevant entry in bank statement-

Pay special attention to unclaimed \\ 'ages.

, 2 .

i

: S .
. 6 .

i
. ' 7

: 8 .
i

: 9 .Unclaimed wages
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7. !glveg!!5!llge3-! ExPenses '

1 c{rntrlct details
.1,

r  l i s l  o -  ' ' l { vc r i i semen(s

v.
rrelated with clients i

v
,  lu thor isat ion

.l,
( receiPts* "q

' t'tslt trook
.,

< entrl in A/c
rt

,. ;r,is ,exps.

I

8" nci@3ag
@s-!glinel! erpglggg

Aulhorisation-"v
As Per objects

v
I)ocuments--v

v Cash book
.t

, Accounting
.l,

,. A5-26
.1,

Write off
-t

Aud it irtg owl, '1 :; s uronc e C h a P . 6

I . cl-,ccli co;tra;t ' ,r ; i l l  i . i  '-r 
"ising 

alcricY '

2. obtain complete l ist cf advertisettlents. nreclia 
"vise 

i.e- new:lpal)ci 
' I V elc

l. Check that these relate to client's busir.ress ortly'

4. Exanrine authorisation ol payment ntade'

5. Check receipt for amoutrt paid'

6. 
-lrace 

entry in tlre caslribank book'

1 . Check relevartt posting in relevattt account-

. 8. Examine that outstanding advertisement e.\per]Ses havc be':l: sltt ' lwn as

:  l iab i t i tY.

. q Check- that advances paid w'r't '  same are show'n as assels'

; l

i

1 .',

:
; r

:

;;;,".;,i",t,"u." ;;, ;;;;"; a a"u"roon'ent expenses

Checkwhethertheseareexpensedasperobjectsofent i ty 'sbusiness'

Examinerelevantdocumentssuchasexpenditureonmater ialcanbevcruched
by examining suppliers acknowledgement'

Trace entry in cash book / bank statement'

Ensure its proper accounting and disclosure in books of accounts'

Ensure comPliance u'ith AS-26'

Ensurethatrout ineresearcl tcosthasbeenwri t tenoff toP&l ' 'account"

C h e c k t h a t n o f a k e e x p e n s e h a s b e e n d e b i t e d t o r e s e a r c h & d e v e l r r p m e n l
expenses account'

Examinetherelevant lega|appl icabi | i tyoranycontract.enteredintobetween
employer & employee to check requirement to pay gratulty'

Ensure that basis of computation of gratuity is valid and as per prevailing

laws, if any.

Check computatiott of gratuity with reference to number of years of service

rendered bY retiring emPloYees'

Trace the relevant payment entry in bank statement'

l fany insurancepo| icyhasbeentakento fundgra tu i ty l iab i l i t y .ensure tha t
p."*iu* deposited has been taken to P&L Account'

check acknorvledgernent from employee who got gratuity in relevant

financial Year.

Ensure comPliance with AS-15

tl

t
t

C

C

t
C
C
a
a
I

I

I
I

I

I

I

I

{

I

I

(

(

(

I

A

, 6 .
a

: 9 .

F-ake exPenses i

9- Retirement gratuitv to I

emDloYees I

legal aPPlicabilitl" Z.v ,,-
basis

V ,1 .
t:heck comPutation

" t  
' , 4 .

bank statements
v :5 '

insurance PolicY
v

acknowledgement

6.

a

l-



\

\

F
\

i ( l I . Check the agrecrnertt eutered into *,ith tlre a,'ents.

2. F,nsure that sales and conrmission cornputation ha.s been mad,.', :r. :; '
agreernent  and conrmi- .s ion is  paid onlv  to aulhor iser l  agents.

3. E,xarnine sales report sent bv the agent during relcvant year-

,{. -Irace 
the entry' irr cash lnok / bank statement.

5.  Trace the err t ry  in  c t ln tmiss ion accounl .

6. Obtain acknorvledgernent from agents.

v
C-'ommission A/c

o
. 

4,r."|rr,tr l,trrt i i l trnen_t

I 1. t,e"{ tv -ql$-g.Ipens-es

. ' '  ,  ' i t

't

. :  ' !  i ' l - i 1  l i i ) n

v
S;'; lcs re 1,ut1

.t,
( l : rsh hcok

b.=.- 
32 l iRvnrent of income tax

\

b

h  : . . : . .  r , i s ! r : pg f ro l

i+
author isat ion

i+
. . ' ,1

\ J . , 1 ' ' ; ' : '  
l r t n i t s

.t
b trunsfer trntry

\ ,nitts/*eipts

\ . , ,

\ 
reirsonableness

\ O l1 i entry in A./c

\-  v
balance

\

\
"l 'r-

i. Crr".r. ifi" itrt".riut control over this area, its chances of tntsap1,,'.p:; r,r,r
cash are high.

2. Check authorisation level of persons having custody and contl'ol ',;-v,;i

.  , . i

i'i, I t'i'

cash.

3. Check the l imit of imprest rvith a particular employee.

4. Trace the transfer entry from cash book to petty caslr book io ascoriain
amount given to petty cashier.

5. Check the relevant voucher, bil ls, receipts in support of the experii l ir ' i  'rt l

6. Examine whether the expenditure have been duly approved h1' ' ir ' ' '  '1F" t: ' : ir i

person. Check its reasonableness.

1 . Trace entry itrto notninal account.

8. Examine balance of petty cash in harrd.

'  I  '  \ ! i

i ' .  , '  t '

1 \ \ ' ! , '  \ t . .  '  ' , t '  i \ l  I

l . Ascertain the computation of taxable incotne as per provisions l-.1' ih<; furi ' 'rrrre

Tax Act, for eg. Corttputation of depreciaticn as per Income fax .\ct '

2. Check Assessment order or demand notice issued by the tax autltorit ies"

3. Examine receipted challan to check that amount shown therein is the s;trir i;*:

shorvn in books of account.

4. Reconcile the due dates and actual dates of payrnent. Enquire anv'delay in

actual payment (as per provisions of CARO).

5. Trace the relevant entries made in cash book.

6. Trace entries irr income tax paid account.

1. Check rvhether panel interest clrarged on delayed payment of in.;t 'rt ' t .",. !r: i!

been shown as expenses in P&L account-

\ 
taxable income '

b,., qt' ou*"]u nore {
,  / t  t ' l i

b 
t u^.u 't

i  . r\. rcceipled challan
tl

lt , rtt dateofPaYment
i  t , r  *
F 

): 
r*t" 

- 

".0*,, 
ut,uK \

5e
i entrY in A/c i

b.t
I

b intglesl-"h1g:9,'

F
b
F
\
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13. Custop duties

, Rill of entry
.l,

.  Computat iorr

- Agent Bil l

l .

, t

-)-

4 .

5 .

o .

1 .

8 .

{ . hap .  b

f :xanr ine 
' 'B i l t  r !

cluring the ;le ar.
si i i r- i ' "  l t l  en!t lre that gt l t lc ls t t i rve been. t t l i irct irrrnorled

CIreck  rvhe lhcr  ca lc r l l r i i  r { } l - !

appl icable rate in f i ' rr ' :e -

of r:ustont:.  i l t r tr  l tas beren lno(i() : l : j  lc i  i i t t

In case dut-v is paii l throtigh sonle clearint{ agt)nt' exarnlne agetll

Trace paytrtr:nt in cash llock/bank stateme 11t'

Chcck ackr lo* lcdgetn! l i i  f r ( ) l l1  cuslo l l l  a t t t l t t r r i l i ts '

-Irace entry itt cttstotl l dtrt l '  paid account-

Ve r i t \ , c l a i n r  {o r  r l t { - l , d r t t ' l ' h r ' r c l f  b1 ' chcck ing  acknc . r r v l c t Jge r r t ' : t i r  l l r r t t t

authori ty.

Incascofd isp t r tc i -cgard i r tedr r r , " *payab lc 'c l rcckrv l re therpr i iY ls l { ) l i
r lade for the sari te.

t r i l l

\

t
G
T
C
C
t
a
I
t
t

t

Bank Statentents
t { ,

Acklrou letlgenl€nt'+
Bntry in Aic :

v
Dury* Drarvback :v

DisPutc
fircisc dutv : I

rComputat ion
.t

, .nttun

is pr,rlrc' lr

t . i
I ' , { '  

"
\  , \ , l j  

\ \

N ^ n { , ' \ t \

Vi;;; i;; ; Excise d'1."' is levied on tttartuf'acturing, it beconres pav'able ' 'rn

r"l""t" 
"f "tcisable 

goui' froln goclorvn/factory of the manuftrcturer'

C h e c k t h e c o m p u t a t i o n o f d u t y p a i c l t O c n s u r e t h a t r a t e a p p l i e i i i s a i F s l .
prevail ing rates.

Check payment w.r.t- du$ by examinirrg r:lrallans'

As it is levied on manuf-acturing, it is a martrtf itcturingexperlse^ i l ' i isureablr'. l t

correct accounting treatment'

Trace the relevant entry irr the nominal account'

Ensure that cENVAT credit has been correctly adjusted in the accounts'

Fo rexc i sab |egoodsmanu fac tu red ,wh ichhaven , tbeen re |eased t i l l l ] lSda te "
check whetheiprovision for unpaid excise duty has been made'

Compare excise duty paicl in current year with that of preceding year'

Study the special Prcrvisionsi" frlOe and AOA w.r.t payment of dividcnd' if

.- l\l[an ufactu ri ng f, xP'
t .1,

,Entryv
CENVET CREDIT"v

Provisions
v

ARP

,)

J -

.+-

:
:  ) .:
i 6 .
; 1

::
,
i 8

t
C
C
I
a
a
I

I

ls. Pai'ment ellDividell!
V l

Provisions w.r.t dividend
v

Board Resolution
v

Transfer to Reserve
.t,

Shareholder's register
I

Calculations
v

PaYment with in time
v

Unclaimed dividend
.t

Bank Statement
v

PaYment to NRI
.,

l .

i
i .

any.

Examine Board resolution regarding rate of dividend'

Ensure that provisiorr of the Cornpanies (Transfer of Profit to Reserve) Rules,

1975 have been adhered to'

4. Study the Shareholder's Register to ensure that payment is rnadc to all

registered shareholder'-

5. Calculation of dividend should be checked'

6. Check that dividend has been paid rvithin the time limit prescribed under {-he

ComPanies Act.

1 . Examine instances of unclaimed dividenri'

8. Trace relevant entries in bank statement'

g . F o r p a y m e n t o f d i v i d e n d t o n o n - r e s i d e n t s h a r e h o l d e r s ' e n s u r e t h a i R B l , s
permission has been obtained'

10. Check whether Dividend Distribution Tar has been paid'

I

I

I

I

!
I

I

I

:
i

t

l-

Dividend n ttlfi,U.ltglTgl I --- -



( lha: I/otrc hing

Boarc l  resolut ion is  r reeded iL

.  A d i rcctor  .or

.  l l is  re lat ive.  or

. A flrnr in rvhich directorirelative is a paft11cr, or

' Privatc compal]) of rvlt ich directol is a trtetrttrer,

E,nter into contri lct rvit lr t lrc contpatlv in clue stion. Atrdit,rt sl iarrld
clreck rvhether resolution has been pas:;etl.

Moreover.  i f  companl ' .u , l . " i 'u . ,1  has paic l  Lrp capi ta l  o f  Rs i  ' - i ( ) ' rc  i - i i  t r l ( ) lc

evcn prior approval of CG is needed in adclit ion to l loard Rescir.rl:crr

Irvery director, wlto is interested,

. Directly or indirectly

- In contract rvit lr the cornpanv

Then, he must disclose his interest at board meeting

As per CARO, Aud itor should check reasonableness of price'; l l :, r

For public company. certain requirements of t lte cornpanies aci l i :r it: r<-' i-rt '

seen which are as follorvs;

(l) Specific provisions are required for re tnuiteration as per

. Articles or

' 
t:-'-9l"lio11 11GM

(l l) . It can be paid as

. Fee for attending meetings

' Monthlyiquarterly or annual salary for rvhole time directr-'r

(l l l) For director qther than rvhole time director, approval ci '  i .r i: i ,. ..r i1tri"i,. i

Thgs, Auditor should clreck tfte authorisatiol level to releaser ih-r-r Ct! r:! i.) l l t

Auditor should seek the attendance record frorn the company"

Check the confputation of director remuneration to ensure

compliance with requirement of The Companies Act (sec 309 & t98)

Elrsure that proper disclosure has been made in financial staternctl is rr '.r.1

same.

I 6 ,  ^ . . r . r . t . . "  . , , r .  r ,  r i . l l .

t loa rrl l . l t:solrrt ion

.{r

Appnrval  o l  CG

v

b lrlrarrre i .r i i :fest

.1,

2

I Price

A
t -

i :f ' :i,1 i: 1 | I .f il-ild.t{-Pa id

!9_ al-uggtqrs

( l )

{zt
(3.)
\
(4)

(s)
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18. Payntent con!rol le!  bv
f h r .  ( ' i r m t r : r n i l t  i t c t '

1956

t , l r r i i r "  { i

Pro' , is i .ns 6t ' t . t , t lpar i ieS A. t  arc as { -cr i l t r rvs r r 'h ic l i  s l rould be consi r icred b1

Aud i t t r :

l .  ur rder  sec 227( lA)(e)  prc 's<lnal  e xpetrses charged t t )  revc l l t te  s i tor ' r I i  i r r :  i -e i ic t l ' . : i i

bY atrditors.

2.  Urrc ler  Sect i0n 29. ] ,  B()D oIa pt rb l ic  cotnpa| ly  rec lu i re col lSel l t . - . f .  lhatc l t r t ldcr  r r t

CM l'or follositr; ' ' :

. Sell ing,lertsing ,r disprsirtg 
lr l , r i,: .-\ . -,1t:e'" ' l  

{

+ Whole / substantiallY rvhole ol'

t, + Undertaking o{'tlre company C

j , - . l l i .  r i r  11 .v r i  1 . , ,  ,  R l l t i t l i r tg / l i i t ' i r tg t i rne f<r r re -payr t len to fan l 'deb t r j t - i t - 'L ry r r ' l i rec to t  t

\  ^ ,  .  :  ,  ;  '  -  I t t v t s l i ngc ( ) t l r l ) c l l sa l i o t t  r c ce i ve  bv  r r ay  o f  comp t l l t ' r l - \  t v - l { ! '  ! ' r ! ' ) t l

t
' r  . r '  ;  I  \ l  o f  anv

- { i . ; . r l  { ; i  i

:

es of tl-re undertaking C: -) Prerrrises or Propertl

. . - ---^ ^r.- . -^^. ,  ; f  t
: 

. 
"forrowing 

of rnoneY if
', 

, -) money already borrowed together with ntrlneYl; pr1)I-a{!f'.."ri 1i' t

(  i  r ,  ,1  "  
. ; ; \ , lK r '  

, ,  , , ,  
bebor rorved 

d
.-) ,. , 

- -1, I '  t 
__.:,  ̂ -,^^-.t onnrcaeted of naicl uo caoital & fiee serve:s

-,,. :_, tii . 
,. ,, . . r".,r .l 

-) will exceed aggregated of paid up capital a
1-f 

:,rr :i - 

, 1""r::,:,:," fund or 
I

t  
i r /  

- )  \ - l ldr  r tat ' rv  

I
:

,. ..|., 
'i i\' ,i, l:t-;.T:;i:'J:#'ili:,:d 

tobusinessof compirnv;'ltr
I'_),'

" '  , ' r ' ,  , , '  
' ;  ' r  r l '  ^  < 1  

a m o u n t r v h i c h e x c e e d s .  I' '  11 '  '  
' i  ' {  r  '  i  - )  amount rvhich exceeds '

i
; -> Rs'50,000 or 5o/oof average not profit during l lrnrnediatel-v 

I

, Preceding financial year ( rvhichever is grcaterl

. ' - l
: l. UtiO"t section 293A

I
i -+ A governn'rent company or

I

i  -> a company which is in existence for less theri ' l  t irr, lrt: i : 'r l  I

, 
y.oo I

' -+ Cannot contribute to any political purpose I

i - 
?ffi::ffi;1:?jJ;"iff:lj;*"rontsd'lrrins' 

,
i  - - :L . .+ :^ -  + , ,  -o r inn ' r i  

" ie t i rn . :e  
{

:4 .HcweveraSpersect ionzg3B,Boardcanmakecontr ibut ionternat ionai , i je t t : r iee
. fund rvithout anY restriction' (

I-
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+
, r ruthor isa l ion

v
Bi l ls

* t '

r. . :r .Ei ir  rr: t les sul l lman'
t 

trorrk
v

{  .ar ;h nr*r t ros'+
t ;ash l rook'v

! | :  r .s1.. ! ; i : .r  tur!t tCnt'+
. A S - 9  i . : r l

. \ . \ \ .  
'v  

l l' \  \  , i r , \  ' l t ' .  r i : ' ; t r  t | /S dhtc
.  

* j

.  i  
-  ! i : r l t '  Iurrreccds of

lrlq[.r, r.tutttrials

. fnternal control
v

1&teecle'els
.!

Production records
a,

ARP
.l,

Rate

"t,
{ lash book

o
! {r1 co q ry {!qs !Le_9_t!94

l .

I
' 2 .

:  l .
:
:'  4 .

: -, b .

:
J .

:
l

. 9 .

.
r  i  r t  i

t i '
: '
:,

l .

: 2 .
:  3 .
1 4

I , ,xar l ine lhe in terr ra l  cr rnt rc , - l  over  receipts l lo tn salcr  [ ;xarn i r rc  r ru lhor iszr l iL ' l

levc l  for  rnakin{ :  cusl r  : ;a1, . - -s  & receiv ing anroul l t  t l t t rc  l l l r r ' : .
- l -cst  

check the le*  b i i ls  f i r r  ascenai t r i r tg  accur i lc \  o t -  rate.  r r ] r ( )unt .  d isct t r in t  &
Sa lcs ' l ' aV  VA I ' c t c

In casc i r  large uunrt rcr  o1 'cash sales arc a l - lected.  chcck casl r  sa les surr i rnarv
book nra i r r ta ined b1 t l rc  c l ient .  ; r , , '  l - . r ' .^  "  ) \  I  ' i \  

i " , i '  \ ' ,

[ l xan r i necop ieso1 .c -es | t n t c t l r 0S . , l . i ' . r . t l 4
' l ' race 

the re levant  cntr l  i r r  cash book rv i t l r  re lc lurrcc to t l l tc  orr  casl r  lncntos.

In case,  dai lY casl r  co l lect ion are bankeci  on nc\ t  dar ' .  t racc i l re  sur l rc  in  t - 'ur , i i

statenrent on subsetltrent i lar'.

I lnsure that reventre has been rccognised as pt:r recluircrrrents of AS-!) - ' l levenut:

I {ecogni t ion" .

Cash sales dur i r rg t l re  ycar  should be recognised evcr t  i t 'ph1 s ica l  11 '1 '11 ' t :q11gpt  r ' i

s tock has not  taken p lace.  T l r is  point  is  spccia l l ; *  lo  be considcrcd wi th respr{ j i
to sales near the balarrce slreet date.

1 ) r ) .

Evaluatc the i r r tcr r r i t l  cot t l ro l  ; i ; .  g ; ; . - ' t ; t i ( ) r r .  s tor . rgc & t l isposal  uf  jurk

material.

Check the records for sale & disposal ofjunk rnaterials.

Check the production rccords to determine quantit-r ' of junk material.

Compare u;rits of junk materials in current ) 'ear rvit lr that of preccdinl; feri '
years.

Check the rate a1 rvlrich diff-erent junk nratcrials have been soltl.

Examine corresponding entry in cash book.

E,xarnine whether it has been shown as sales r>r redrrced fionr cost o{-proiluc:t.

Ki ' I '

l .

2 .

3 .
A

i  5 .

, 6 .
:
,  J .
:

. 8 .:
, 9 .

:  1 0 .

v
Records

..t
, Calculation

.t
. Receipt'o

,{:onfirmation
v

Accrued rent
o

Disputed
v

Cash book
o

-4.",trv- !! 41q --

Study various terms & conditions of agreetttettts entered into rvith tenants.

E,xarnine records of propcrties let out.

I lnsu.e that calculaticln of rent has been tttade as per tcrrns.

Check copy of rc'ceipts issucd to tenant.

Obtain confirmation lrctm tcuants regarding all loutlt paid by thern.

For rent accnled but not received, check proper ness of accounting trcerinri:ni.

If any outstandirrg rent is under dispute, exarnine whether provision rrci:rir lo be

made,

frace relevant entry in cash book.

Check cor-rectness of accountirlg treatnlcnt in nontinal account.

Ensure that TDS been properlv adjustnteni.



1 )
,4ttclirmg qyl-,4,syt1t t111-c,,- -.:-- :L14. i'

St r r r l . u  t t r t :  l e : ' l n s  o f  con i r t i t ' l  h r ' t \ \ ' r " ' r r  i - i i . n t  / 3 ' 1 t ! 11 ;  8 :  t he  p ' ' l b l i : h : l '

check 1-reri t tcl ical staternents receivetJ fronr publ ishcrs regarding t iutrt t t t ;1

hooks  s t l l c l .

Check  r :o t l rp t t ta t io l l  o f  roYa l l \  t t t  c l l s r t te  tha t  i t  i s  as  p t :  r  te r l l l s '

l : xa l r t inc  acknt l * ledgemet i t  i ss t rcd  to  the  pub i ishers '

- l ' ra ic  
c t l t rv  i r r  cash book '

E,nsurc c{)r l-ect l iess of postin! l  i t t  tronri tral A' ic-:(-rt l l l t '

Check at l i rrstn'rent regarding rovaltv dtte bi i t  not receivcd'

Study the ternls of contract r 'r ' i th principal'

Cl rcck corr rputat ion of  conrr l r iss ion '

Usua l l yagen t (C I i en t )p rov i t - | espc r i od i ca l sa |ess ta temer l t t op r i nc ipa l , hns t : r l i l t .
which commission is calculated' Examine the statemel'rt as well '

Examine copy of receipts isstred'

Trace cntry in cash book & relevant account'

Ensure cornpliance with AS-9 "revenue recognition"'

C h e c k a d j u s t m e n t w ' r . t a d v a n c e r e c e i r , e d e n s u r e t h a t i t h a s b e e n s h i t r v n a s
f i"Uifi,v aid not booked as income irr tlre reiejvant year'

Test check computation w'r't interest income'

check due clates for interest & dividend & compare with actual date of receipi

check relevaut entry in cash book with copy of receipt issued'

Ensu re tha t f -u l | amoun to f i n te res t / d i v i dendhasbeen taken toP&Lacc r tun t .

Ensu re tha tacc rued income in th i s respgc thasbeenaccoun ted fo ras l ' r e r ' \S9

\
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t
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t
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I
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(
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{

I
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I

I' I!ttY,tI*'
!$sr'-t:-cil

. ' l ' r . r r l : 15

{.'

Periodical stalenrt:nt'v
,  ConrPutat ion'o

,\cknor'+'ledgente nt
.'

( ' lash buok
.i,

i ' - t i t rY in atcl lul l t

.t
' '.1:t 

f u.:ri t'.-rylllt,1

5" Commission
reccived

'['erms

v
ComPutat ion

.t
Ileritxlical statemenl

.t,
RcceiPt

+
t,ntry in a/c

v
AS-9
v

Advance

I

L

i .

$ .

1

t .

2.

3

+ .

6.

1

(6) Income from obta i r rscheduleof investnrent&deposi tsmadefromthecl ientandana|ysei t

investment /interest .

& dividend i
Schedule'r,\ ' ir ' 't;

vL
. .  * t  . . . r  l ,ComPutatton l1

.t
Dates
v

r ;  .  a ^  i - " '  r r  .
,  -  .  . t , . . ,

v:
Cashbook

v
EntrY
v

l .

2 .

3 .

4 .
.  l : ' , 1
- ,  . i

s

().

Accrued incoine

Ar" ' r rLr  I ' .  l .  , ' , , , . ' .
f  t i t . l i ) f \  \ . ' 1 ; " ; i r

'l

r'i i..1,^'
I

L

I  ^ . ,
t) I r''r '-;'

' \ '  i : ' i ' '  I ' ' \ ' ' r ' \ ' 'q ' ' ' r
,; .,, f if .,[



l'oucitiit.g

i  . , l

.t
ii{ r

rt

Curnputat ion

+
Profit/ loss

-*

AS- I3
..t

! , r ; . t t " l r

Lrl-Ule-ql-a$eE

I

a

' .  l .  \ ' ,  '

l .

l .

3 .

4 .

5 .

: 6 .
:
:
l:
i

i

1

i L .

:
: ?
:
!
: A

:
i 6 .

o f !Lct , ierv thc in tcrnal  contro ls  r ' , rcr  Salc ot ' i r tvestn icr i ts .

/ - i . : : :cr : ! ! r l  ,  i : : ' , 's : t l i rc ; r ' .s  a; 'c  sc l l l  i l ; ; . ; ' . ig l t ; io .k ' . ; r . ,Lu i .  i l rus n-rxdrr r i r rs  ! t ' , , i 'c i ' . : ;
r1()te.
. [ 'est  

chcck thc cornputat iorr  o l -anror .n] t  receivcc l  on sale as s l rown i t r  hroker 's

luote i rs  rve l l  as net  i . l l ( ) t l t t t  fccc ived f ror t i  l ' r . t ' i - ter  ( i .e .  l l ier ' l t : iJ t i r . i . i1 '1 ;  '1 f

brokera!!e and other chargcs)

( 'ornprr tc  pro l i t  / [oss as s l tout t  i r r  [ '&L Aic b i  t l tc  c l icr r t .

Ensure cornpl iar tcc rv i th  AS- l3  ' - , \ccour t t ing fbr  l t i r  e  s t t t tc t l t ' ' .

' l  
race re lcvant entrv in cash bor.'k , 'bartk statettlellt.

'  A l r

Review the i r r ternal  contro ls  over  l l r is  area inc l t r r l ing aut l r t i r is l l t t r , , f  i i ' , , - ' r

rnaking the sale.

If asset has been sold through agent, examine correspondence *' ith him.

Check the arnount received with ref'erence to cop)'of receipt issued.

Examine reasonableness of price by enquiring tl.re nlanagement.

Ensure that sale proceeds have been fully accounted fbr.

E,xanrine computation as regards profiVloss on sale and ensure that ;eme

been properly accounted for.

Exan-rine the bad debts appearing in client's accounts- tr\ 
i '  \ ' :r ttr ' ,Nf

Examine that all recoveries against this have been slrorvn in books. r

Exermine ackntirvledgement issucd to debtors.

ln case receipt of bankruprtcl,dividends, check correspondence with official

receiver.

Note : when a debtor is sued for bankruptcy, entity has to prove to thc ofl l i : ial

receiver that debt is due from him. Subsequetttly, antouttt is received generally

in parts, which is known as bankruptcy dividend-

Trace relevant entry in cash book.

Ensure proper treatment in Proflt and loss aceount as income. lr A fl l-: l  
' i 'g

:1.

5 .

6 .

i  " ,  Li ' rF:;{ l  eqlrt trol i

*

;:0,rt'rtrspondancet

rt'
( t ipv of rcceipt '

v
!tt,ar;onutrleness of ,

price

v
Accounting 

'

rl,

llrofiU loss on sale (

i,lt--..-.-"llad--d*bts : l.

l{rr

i i as

f'ec(rYcred

Bed debts

.1,
Recovery r

v
Aeknowledgemcnt

.1,
rianhruptcy dividend

o
Cash book

v
AlL treatment

" -  ^  |
I  , ' , ' ,  

- f \ l



7t ,4 ti, i i t i ; t g cni d lss r.tri t n c' e Cha1l .  t r

Exar i i ! t tc  i l tc  reasot t  l i t r  crr t :h t ' i ' f i t r r i l  [ ]n.  e <r  ' -  i r  9. : . . )  l - . t  , - ! ' , :c  1. , t  p l :1 ic, ' l l l l icc l l l . l l

bl: ( '  It-.

E,xarn i r re i r r :Lrr  i i r tce pol icy '  docurne r r ts .

Chei :k  corrcsporrc lence wi t l r  ( i lC l  inc luding advice b1,  GIC to c l ient .

Cl rec l< re lcvant  cr i in  in  c i rsh book lbank staternent

l l l 1g r r r  g  t r l r r ' i t t  i i s  p t "o i ) c r  acco l | | | I i r l l l  t r en l rne l l t .

Chcck u ' l rc t l re l  c la i rn is  receivcd u. r . t  f ixed assets or  current  i lssets

Exanr ine t l re  cop; '  o f  insurance c la i rn lodged wi th the GIC.

Exarnine corrcspondence wi th GIC and agent .

Check report of surveyor to ascertain the valuation of krss.

Check acknorvleclgelnent receipt issued to the insurance cornpan)'"

Trace entry in cash book/ bank statement.

If clairn rece ived from GIC is less than actual loss suffered, ensure thal
dift-erence has bcen debited to P&L account.

t
I
t
t
C
C
t
C

t
t
t
!

t
C

C

C

I
a
t

I

i

I

t

I

I

I

I

I
!

I

I
I

I
I

I
I

I
I

I
i

(.10) Refirnd of
gen er:lL. -_._i n-su fj]l ncq

l[lllr:llJl,Lii!i(l
l i t  r r . i o r t

v
I ' o l i ( ;  d o c u t t t c t t l

u
C'orrcspondence

.t
( ' : ish Lrook

o
Accoun t i r r g

t l j )  . . - l n q u r a n c e l
. ' t . r  in ts

:
N a l u r e

v
t i la im lodgcd :

.t, '
( 'or respondence .

o
Surweyor's report :

{ , ,

, \ckrtowledgement

o
Cash book

v,
Loss taken to P&L

account

l .

l

-)

I

5

l .

2 .

J "

4 .

6 .

1 .

f t2)lDtrequn!9d-E/R , l.
dishonoured :

Schedule ,  
,  

2 .

o.
Bankstatement .  :  : .

v '4 '
{ } rnk advice r  5"v
l iebi t  entry \  6.

v
Bank commission I

v

Client usually prepare schedule of discounted bil ls receivable dishonoured.

Auditor should study it to knorv amount of bil l  etc.

Check entry in bank statenrent to see that bank has debited account of client rvith

appropriate amount.

Examine bank's advice w.r.t same.

Check that drawer has been debited in client books.

Examine r,vlrether bank comnrission charged by bank lras been recoveretl from

drawee.

Check subsequent receipts frorn parry, if any.

r' 
'r 

f i l  I

! . 1 : I

\-

Subsequent recovery i

?: ' r ,  l "  , . '
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t).:t r\i-rtll I OF SAI-E,AS

. t ' ' - . '

'  : t : : l t l t ' o l s

.t

; ,  i i  i i r c l ' i s t l  i < l t i

v
: i : r lurr i  of grl0ds

v
. ; l l ! . t r : ,  i n v i . r i cq

.t
. ,  r r i  i : i , t r  ; r f ( ; i .  t r { l t l [C

.t
i i our (8  documcnts

.t
p(,st! lrg

v
i f r (  r  r r f  d iscount

o
confirmation I

{;,r1.$.,ott 
'Sale or

Rglg;tl_U4sis'.
{}ption with buyer

v
l tequires approval

o
' \4cmcrandunr day

book

v
Flntry in accounts

v
l 'rc)vision

..1,

status. ._
v

included in closing
stock

l .

? .

3 .

4 .

5 .

6 .

1 .

8 .

9 .

Aui i i t r - r  s l r t ru ld exaur inc t i rc  in tcrr ra l  con{ro l  s \ 's tdni  in  th is  area.

l :xarn i r rc  u l rc ther  sales has i r r :er t t  a t t thor ised b; -  a re: ; r ; t t t ts ib le of l rc ia l .

Ensurc that  goods are thosc u,h ic l r  arc t tormal lv  t lea l t  in  b1 'c l ient .

i \ r r r l  i  tor  s l r t . ru ld exarr t i  t tc  copies o l '  sa les inr 'o iccs.

[ i r rsurc th l r t  each i tem of  sa lcs actLra l lv  re late-s t r r  the vear  conccr t red i .e .  erar t r i t te
crrt oll prr.rccdures.

I - ,x l r rn ine l l rc  sotr rce dr lc t t t t rc : r t1s (s i r lcs ordcrs.  sa l r :s  i r - r ' " t t ices)  qener: i ted * i th  in

the organiz.at io t t

[ ]xar . r r i r rc  err t ry  in  SaleS acc()uI i t  as \ \e ! l  aS in c i ts t r ) t t ic . i  S i iCCoUrl t  t0  e l lSr l re t l l ( ] i l '

cL)rrect pc-rstirrg.

Author i ty  for  grant i r rg specia l  d iscot t r t ls  should l . 'e  c : ra in ined"

Conf i r r r rat ion f iorn thc custonrers shot l ld  be obta ined.

t !

I t  rneans t l ra t  customer lb i ryer)  has the opl iorr  e i l l ter  to  accept  f  he goods or  to

retum them rvith in a specified period of t ime.

Thus, it perlains to sales pending approval from cusiomer'

The auditor should check Memorandum day Book"

Exarnine u,hether on the receipt of acceptance from the customer' proper entries

have been tnade in sales book and customer's account.

The auditor should check that a provision for sales retums has been made

agailst all the transactions fbr rvhich the customer has the option to return the

goods as on balance slreet date.

Clreck the status of goods sent on approval.

All such goods should be irrclLrded in closing stock. However' these should be

shorvn as sales if :-

. ( loods have been forrnally accepted by customers; or

. The time period for returning the goods has expired or rvhere no time

limit has been fixed, a reasonable time period has elapsed-

l .

2 .
a
J .

4 .

5

6 .

l .
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\ *  L# : - - - - : : - ' : - l _ ' . r i l r ' i n ! ' " .  
t r t . d  .

{$lfglt::'.:ltltrl\tl- 
r' ' r"!rr Jr "
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. I - l t e  

pc r s t l r l  r r ' i . . .  i r l t t s i g l r s  t l r e  goo i i s  i s  r . : a ! i ed  c t l ns i gno r  and  l l r e  o t l e  t o  r vhon t  t he  goo t i s l

1  i i i t  ( o l l s r l l t r t ' ' t l  i :  t  l r l l e ' l  c c ' t t s i g r t t ' c
v 

r rr, nreirt salc book shoulcl be checked lvith copies o1'

\rc,rrrnt S,rrcs I tu:l ; l : ; , , , :1,, i ' l : . . : : : ] : : l i l , ,  
c(\.\ ; ! . ' ,cc

v
Salepr i ce2 ' : ; * : l : l i ' : l ; : , 1 ' l i : " ' ' " t l i ca ls ra te rner t l s i ' e ' 'Accor tn tSa les 'havebeenrece ived

.J,
I  

. l l rc  
. rcc, , t r ' t  sa lcs s l roulc l  be vcr i f led to check sale pr icc of  goods sold and

\
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, ! i tvnr t : ! l i  o [comrniss ion 
6.  Ve r i f_v t l rc  l la l ,n tent  ot 'co lnrn iss ions.

*".onl,,u,,on , i ' 
:::ll'i; i[:.lillXl'::::J:::il]rration 

between the goods sent' goods sord and

{ ' g. i.,,r,,r" t l iat no profit is b,:,okecl on goods remaining in the lrands of consignee at

l l i ffercnce betn'ccn :

t " os t  &  i nvo i cc  P r i t c
,  4 .

\y

Commission

tl,, 
5

No profit on stock in

hand

(4) Packages and

Emnties

Returnable 
1 2

.l,

IVlclnorand ullr system

rt

Stock rvith cuslotncr

.[,

' provision for loss

g);pCt lSi ) r  i r rc t r r rc i l  bv l l ie  c< ' r t is igr lee '

[ :nsrr rc  th: r f  t l re  d i l tereDcc l re l rvcetr  t l re  cost  & invoice pr ice l ras been proper l l

arl. i  usl,- ' i l  i tt l tcctlttuls-

C' l re<;k r r  l tc t l ter  cotnt r t iss iot t  drre to consrgl lee

ag,re c l l te  l l ts .

is as prrr the consignrnent

:  the Ycar encl '

l .  Sorr rc t i r r rcs.  rhe conta i r rcr  i r r  * l r ic l r  a  producl  is  s t rppl icd to the custonler  is

returnable to tlte seller-

Ivlernorarrcla system should be adopted if customers pay for the containers and

returns thenr rvit lt in a stiprrlated i ime as per agreement' At the..t ime of issue'

cristorner's accorlnt is clebiied u'ith tlre cost of containers and credited when they

a r e r e t t t r n e d . s t r c h , . " t ' ' ' t n " O c o n t a i n e r s s h o u l d b e v a l r r e d a t c o s t o r N R V '
',1'hichevcr is lor'ver'

3. corrrairrers lbr rvhich periotl specified for returning them has not expired' should

be t rea tedass tockw i t l r t hecus tomera l rda reca r r i ed fo rward tonex taccoun t i ng
year at depreciated value along rvit lt stock in hand of containers'

4 . T h e a t l d i t o r s h o u l d s e e t l r a t a p r o v i s i o n h a s b e e r r m a d e f o r c o n t a i n e r s n o t
returned b.v cttstomers within tirne'

e.^*ir" ;^i;; ,;i*;., t;"k ,;i,il ';f.;;; ;; copies of credit notes issued to I
(5)Sales returns

Sales return book

v
Credit notes

v
I lt';ettiorY records

v
Other documents

v
lintrY in accounts

l .

L

3 .

^

custotrters and inrvard returl l t lotes'

Errsure that credit notes are properly numbered' Missing credit note numbers

should be dul l 'enquired in  to '

E n s u r e t h a t r e t u n r e d g o o d s a r e s e n t t o s t o r e s i m m e d i a t e l y . A l l i n w a r d r e t u r n
notes should be entered in irrventory records'

T'he auditor should also examine other records suclr as Retum

and Stores recorrls.

Examine corresponding entry for return of goods in customer's account

inward register I
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\& -

i u1 ! i , i r r i sa t i { } n '
I'+/

I ' rv re l t : lsc invoice

v
Rel:rtes tt l vear

',

gl1lr; rv.r.{- g<iotls
. t ,

!{} :  l }{ j  t 's i , i r t l l  use
I

post ing

rl,

r ' u *d i  i ' n l ; t  I i on

a

A r r < l i i , l t  s l r . r r r l r l  c l l n t i r r c  l i r c  i r r t c r n a l  c t i t t t t r . r l  s v s l c , l t  i n  l i i i s  i t r c a .  A i : ; t r  c x a r t l l n c

, . ,  1 rc t l rc r  i i re  s r r  l l r i ' c  t re t : r r  l t t l cc | i l t te l t  a t t t l to r i sc r l .

Erar r r i r re  rc ia tcc l  purc l rasc  i r r i t , i , : c  &  pu tch l rse  orc lc rs .  A lso  chcck  * ' l re t l i c r  : t t l

i r i vo icc  l r rs  l :e , - -n  se t t t  t t l  thc  c t ie r r t  a t  l t i s  r rc r r t t la l  b i l s i r r t : ss  a r ld ress .

I t  s l ro r r ld  be  checked tha t  i t  l i r i i : :  u i th  i r r  thc  per . i i - . i l  t r t t c lc r  a ld i t -

Ens t r re  t l r r r t  p t r rchascs  o t -  chp , i i l i i  : t ssc ts  l t rc  t -cc t t rc lc t l  i l r  . i t t t r rna l  l r t t c l  t t t t  in

pttrcl tasc bci '  tk.

C l rs l i l rg .s . . l r ) .1  .a i r - \  l i ' ru i l l . t i r  i i i  i i i i t ' c l tasc  l took  i tnd  l tos t ings  to  ledgcrs  shc lu ld  bcr

carc l i r l l v  c l rcckcd.

[ ]1 .surc  t l t l t  ( io ( t ( !s  p r r l c l ruscd  r i r ' c  t l t ca t r l  l i , r  t l t t :  p t r rposc  o f  c l ie r r t  i t t t t l  n t r t  l i r r

pers r - r l la l  t l : , c  ( l l  ( l i r cc to r : ;  ( r l  ( - ) ! t l cc rs .

Exanr ine ,  en t r f  in  sa les  accour r i  as  rve l l  l t s  i t t  c t ts t t t t t i c r ' s  acco t t t t t  to  e r ls t t re  t l te i r

cor re  c1  J , 'os t i r lg .

C.o i r l r rn ra t i t t t t  l i r t . t t  s t rpp l i c r  s l lo r r ld  bc  i lb ta ine t l -

'E*u,1rin" 
purit lor" refurrt book t"it l , r. l-"."ttce to copies olclebir ttotes issued

to suppl iers.

Enstrre that a debit t lote has ireen sent to the supplier or credit note from thc

suppl ier  has been ieceived.

Quantity returned as per the returrr note lrlust be checked with storekeeper's

record and retttrn outlvard register.

I lxamine correspoltcli l lg ctltr) ' for ptrrchase return in supplicr's accotlt lt-

J
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6 .
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2 .  I ' r  l r " l r t se  r c l t r r ns

I ! " r .  r :hr :+se ! 'e furn book

.t
I lcirit notes

t l '  C r i

Invcu{rtry records

rt'

Entry in irccounts

,  l .
:
: 2 .
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,1't rS9. j
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ST{ARPLY
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REASONS
INCREASES

PROFIT
TO THE

ON SALES
PREVIOUS

WHEN THE RATE OF' GROSS
/ DECREASES IN COMPARISON

^ \ i

,t-ii\,!t

\  
' !  \ l ) i

. .  \ a u

.  . - - .  . " , .  
1

I , ' r ictons u'hich . ' l  .

increasc gross . ,2.

prof i t  ,  q
' r \  1 , 3 \  ' '  , '  -  

\ ' t  
'

\ ' , " , \ r , 1  ' \  r )  9 ,

, ,  r l ( . \  l c \ ' l r '  .  4 .
r i

f , ' l t  :  ) .
'  . \ ,

. j r \ t ' t  r \ ' " t "  t i  l ' t t  . 1 ,
.  '  ( t  ,  l ,

Jr ' , , ,  ' ,  , \  1 i t  r , '  ' t \ t ]  o

[Jndervaluat ion of  opening stock.

Overval t rat ion of  c los ing st t )ck.

Change in t l re  basis  of  l 'a l t rat ion of  c los i r rg s tock.  E.g.  where the opening stock

was valueci at cost or ntarkct rate rvlriclrevcr w:ts lower, valuing the closing stock

at the ntarkct price lvhich is higher than cost'

Inclusicln of gootls receivecl on a consisnnrent basis. in the closing stock'

Treatment of goods sent ouI for sale on consigntnent basis as regular basis i 'e'

a f ter  at ld ing prof i t  margi r r .

wrong allocation oi expenses, e .g freight irrrvard nray be rvrongll '  taken to the

profit and loss account.

No provision or under-provision in the

Account.

expenses account included in the Trading



; r i , .1u cl i  t  i  t t  g utr cl ,1.ss ur tut r '  t Ch:1il:- tr

{b) Fa-etors n'hiclr
dccreasc i i rc
gross prortl :

L t  [ ' r ' , - " ' . ,  r , . {  ? ' ,  , . ' l ;  \ \ ' .

,  a . . '  
J - ' ,  

z  : .-  _ .Mr . . l f , ' : " - t  U  (

b  { n \ . t *  \ v ' { . * , , (  i r t l r , , ' { r /

I

I

-)

L) ' " 'e  r r  a luat ion o i - t l ie  t ipcrr ing stock.

Unr ler  v i r l t ra t i r :n  of '  c los ing stock.

Change in basis  o1-  valuat ion o{ 'c lo :s ing stock.  For  exarnple where the c i r ' l i rn i r
s tock *as valued at  cost  or  rnarkct  ratc  *h ichever was lo lver ,  r ,a lu ing the opening
stock at  t l re  nrarket  pr ice wlr ich is  h ighcr  than cost .

Antotr t t t  o f 'got tc ls  pt r rc l rasecl  in  the previous vcar .  which rvere phvsical ly  receivcd
in t l r is  tcar .  inc l r r t led in  the purchases of  current  year .

Rcversii l  of the fictit ious sale erttries recorded in the orevior.ls vear to bor.rsf itre
pro l i ts .

Excessivc provision macle fbr wages and other direct expenses"

Fai lure to accourr t  lbr  goods sold .

Fai lure to take c ledi t  for the amount  of  an i r rsurance c la i rn in  respectof  good:  d, . r l r

in transit ol clcstroyed by the fire.
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5.8 VOUCHTNG OF LEDGERS - Summary of procedureq

l Bought ledger

tr.r,, LL"':. ,r

2" Sales ledger

; - ; ; ; ; ; ; ;

l .  I lxamine the internal control system in this area" .I (

2. Trace the balances ofcreditors' account. \

3 .  ob ta in  con f i nna t i on  f r o r r  c rec l i t o r s .  
f 7 f ; 1 r ' 11  r '  

1 i 11n 'd l rD r4

4. Examine various transactions of purclrases and purchase returns.*) I.,,.1f ' 'p no tc .r< ' J

5. Examine transfer entries arnong ledger to ensure their correctness.

6. Examine accounts, lraving debit balance as it utay be due to advances given to suppliers"

.  l .  Exanr ine t l te  in ternal  contro l  system in th is  area.  X L
:
: 2. Trace the balancc of debtors' account. DeLtl 'r n\ le

, ;. OUtuln confirn.ration frtxr debtors. trt*"1"'t 'r l  {or'\ t *- ' i6\istn

, 4. Exarnine various transactions of sales and sales ,"tu.r,r.-t C-lx*$,t 
'nC ,l.e.ra \ev' ,!5'., cJ

,  5.  Assess the adequacy 'of  ba{debts prov is ion-

i 6. Exanrine accoulrts havirrg credit balance i.c uhen advance has been received front
; cr-tstomers.
:
: l. Exarnine whether balances fi 'ont cash book an<l other subsidiary books have heen

, transferred.

I 2. Examine all these books to ensure about their correctness.
i

: 3. Trace the balance of ledger accounts and examine their arithmetical accuracy"

. a. Anulyr" the balance at the 1'ear- end.
:
,  5 .  Ensure cotnpl iarrce u ' i t l r  recognised account ing pr inc ip les.
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