Guidance Note on Audit of Expenses

This Guidance Note deals with the illustrative audit procedures that
might be adopted by the auditors in auditing various items of expenses.
The introductory part of the Guidance Note deals with the explanation
of the term “expense” and the different approaches to identify the
expense. It also deals with the peculiar features of “expenses” which
impact the audit procedures as also the assertions to be examined in
respect thereof.

The following is a gist of the relevant aspects of audit of expenses
covered by the Guidance Note:

¢ Internal Control Evaluation

e Verification — Examining Records and Analytical Procedures
e Examination of Presentation and Disclosure

e Management Representation

e Documentation

e Special Considerations in the Case of a Company

The Guidance Note also contains illustrative audit procedures for the
following items of expenses, viz., goods and raw materials consumed,
purchases and purchase returns, wages and salaries, bonus, retirement
benefits, other conversion costs, establishment and general
administrative expenses, interest and financial charges, depreciation,
research and development expenses, repairs and maintenance,
contingencies, and taxes on income.
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