FOR

CA INTERMEDIATE

Auditing & Ethics . ONE SHOT
Ankit Mundra Sir



Topic: Introduction

Explicit Implicit

e

V _
Representation used by Auditor
_T-_- #—.

EmbodiedinES.  To consider differen® types of MM
)

That May Occur
—_—

Auditor - To draw — Audit Programme

\)
To VERIFY assertions made by Mgt.

J CoT
by obtaining Suff. + Appro. A.E. - for claims < A/c. Bal.
Disclosures



Topic: Income Statement Captions
Comprising Revenue & Expense Balances

Assertions : Explanations

, Occurred /
@Occurrence Transactions <—__

e Relates to Entity ¢~

@Completeness Transactions — supposed to be Recorded

- |

Recognized <« Not Omitted ¢

@ut-off Transactions — correct A/c period '
Separate Assertion — Substantive Procedures

\

Different




Topic: Income Statement Captions
Comprising Revenue & Expense Balances

Assertions : Explanations
Accurately €
@Weasurement Transactions—»Recorded< Appro An):t e
L : .
Error
NG < Misstatement
resentation . Presented
6 Halety < Classified S fod
sclosure Transactions > Appro. < D?gg ;gie;ted
Complete

Disclosure
Accurate



Topic:|Balance Sheet Captions Comprising @
Assets, Liabilities And Equity Balances

Assertions : Explanations

@ Existence Balances @
e

@ompleteness Balances — Supposed to be Recorded
|

| |
Recognized Not Omitted
@Zut-off Balances — Correct A/c. Period /
@Valuation Balances — Appro. Valued
\)

Overstatement
No < Understatement



Topic: Balance Sheet Captions Comprising
Assets, Liabilities And Equity Balances

Assertions : Explanations
» Ownership ¢
Rights & Assets — Rights<—__ .
@Obligation Legal Title ¢~
—

Liabilities — Entity’s Obligations ¢

resentation Segregated
& Balances * Appro. < Disaggregated
Disclosure Complete
Disclosure

Accurate



% Topic: Balance Sheet Captions



(1)
(2)
(3)
(4)

&)

Topic: Share Capital
Share Capital ->[Existence Valuation

Tally — Period @nd Balance

/K Yes — Verify — Limits — Authorised Capital
No — Obtain W.R. «~ Company Secretary
—t \

Obtain — Copies of Resollition €

Compliance <

The Companies Act, 2013 <
SEBI Regulations o
MCA Guidelines ¢~




Topic: Shares Issued @

(1) Compliance - Sec.52

(2) Transfer - Amount —{Securities Premium A/c.

(3) State - Purpose - Amount to be applied

| | 1 | |

Unissued Writing off Premium on Sec.68
Shires | l | Redemption \2
To Members Preliminary ~ Commission / | Buy Back
l Expenses Discount Paid I |
Fully Paid Pref. Shares Debentures

Bonus Shares
I Auditor Needs to Verify




Topic: Shares Issued
(1) Compliance —» Sec.53 ¢~
(2) Shall Not Issue Shares @ Discount

Sec.54 /7 Creditors
J O |
Sweat Equity | |
Shares Statutory Debt.

Resolution Restructuring



Topic: Shares Issued @ Discount

| Co. |
(3) Co.— Fails to Comply < Every Officer

Amount Raised by - LESSOR OF » 35,00,000
issuing shares @ +
Discount Refund all Money

+
Interest @ 12% p.a.

* Auditor to Check -



Gy
Topic: Issue of Sweat Equity Shares =

Employee <
Equity Shares — By Co. - To < Dirgctgr ¢
v
at

( Discount | Consideration Other than Cash

‘ For Providing \

| | |

Know-how IPR Value Additions




Topic: Issue of Sweat Equity Shares

— Auditor needs to Verify

(1) Compliance — Sec. 54 /
(2) SR Passed by Co.

5@ Specifies
| | | |

No. of Shares ¢~ cMP € Consideration/ Class (s)

Listed — SEBI | . l

(4) Regulations < Unlisted — As prescribed

Directors Employee



(1)
(2)
(3)

(4)
(5)
(6)

(7)
C)

Topic: Reduction of Capital

Compliance — Sec. 66 / Properly Convened '

Meeting of Share Holders < S.R. Passed ¢
Verify

Repayment of Deposits /
Payment of Interest on Deposits '

Order of Tribunal
Examine < MI;)Mr L > Filed with RoC

No Defaults <

RoC Certificate
A/c. Entries
Revaluation of Assets — Properly Disclosed




Topic: Share Capital

Disclosure

\

Schedule I1I (Part-I) of The Companies Act, 2013
Surmi e, el

Share Capital —» Additional Regulatory Info.
\)

Sec. 143(3)¢(j) (d) [Ch.8 —» Audit Report]

Disclose



Topic: Share Capital

Disclose
| | |
Dat@+ Amount Relevant Provisions
L Fund —
The FEMA, 1999 The Co. Act 2013
1 I
Advanced Loaned Invested
| | |
l
Intermediaries Intermediaries Ultimate

J Beneficiaries
To Other Intermediaries



Topic: Reserves and Surplus

Amounts — Appropriated alOut of Profits ’
\L S ——

W\
Not Intended to Meet any l D‘K

\ | | rd

Liability Contingency -Commitment Diminution in
Value of Assets

|

Know to Exist —» As at the B/s date



Topic: Reserves and Surplus

'@ Existence
v

Trace . .
Opening Bal. - Previous Yr.

Profit & Loss}—> Completeness + valuation
St. of P/L

Trace the Movement < St. of A in Equity
\

Verify Boards Resolution

— Disclosure

?

Schedule III (PartI) of The Companies Act, 2013




Topic: Borrowings

aAah ===,
Existence

(1) Review — Board MoM — Agreement

l
Authorised ¢

(2) Agree — Detalils
Interest lNature ' Repayment Limits
Rate Terms ———
SA 505 <

(3) Bal. Confirmation < SA 580 /

(4) In Case of Debenture — Deb. Trust Deed




Topic: Borrowings

Short Term
Completeness 1) Sch. of Borrowings
(1) 3ch.. < Long Term > 5
(2) Additional Debt. |

| | |

Board MoM / Contracts / Conﬁrmations( Disbursements/

(3) Trace — Cl.Bal. €

(4) Unrecorded? ( /

(5) Correct Period?

* Direct Confirmation Procedure

(1) Ascertain — Confirmation a?,(

(2) Reminders — Non-Replies
(3) Compare Bal. > Books — Confirmations




Topic: Borrowings

. A/c. Policies ¢
(1) Determine < 1/, Polce

Bal.
(2) Agree Loan < Payable > to »> Agreement ¢

(3) Recompute " Interest ¢

Discount ¢

(4) Computation - Amortisation of <
(5) AS-}1; AS-18 ¢

(6) Examine — Due Dates

(7) AOA & MOA

(8) Sec. 185 & 186

(9) Purpose

Premium ¢
Discount ¢



ic:|Additional Regulatory Info. Disclosure

Agreement with Books

i ] » .
If Not < Summary of Reconciliation

Reasons for Material Discrepancies



Gy

Topic: Additional Regulatory Info. Disclosure

Bank
(2) Willful Defaulter — Declared by < F.I

v v Other Lender
As per guidelines Disclose - e
issued by RBI Date of Declaration Details of Default
|

Nature Amt.



Gy

Topic: Additional Regulatory Info. Disclosure

(3) Charges / Satisfaction — Registration - Pending

A A
RoC Beyond Statutory pd.
X
DISCLOSE
|
| |
Details Reasons

= Borrowed Funds
(4) Uulisation Of¢< Securities Premium

Sec 143 (3) (j) (d) [Ch. 8 ] &> Audit Reports]
\)

Disclose



Gy

Topic: Additional Regulatory Info. Disclosure

Disclose
| ‘ !
Relevant Provisions
Data + Amount | |
L Fund — The FEMA, 1999 The Co. Act 2013
|
| | l
Advanced Loaned Invested
| | |
| |
Intermediaries Intermediaries Ultimate

J Beneficiaries
To Other Intermediaries



Topic: Trade Receivables

. Invoices not recorded twice
@ (1) Check Receivables Bal. - Automatically Recorded
(2) A/c.ReceivablegjAgeing Report

(3) Realisation — Invoice wise

4) Reason
i ]ustiﬁcation> Overdue — Large Bal.

* Direct Confirmation Procedure
(1) With the consent of the Entity v With

(2) Form of Reques@ng Confirmation < Without > Bal.
(3) Method of Selection

(4) Discrepancies — Revealed by the Confirmation




Topic: Trade Receivables

(5) No Reply Received — Perform Alternate Procedure

| | |
Agreeing Bal. to Cash ¢ Preparing Detailed
Received Analysis of Bal.
6) Related Party Receivables 4
* Completeness

(1) Invoices Issued — Last few days

(2) All Dispatched Goods — Invoiced

(3) Match Invoices — Shipping / Dispatch Log
, Discount

(4) RevTew Process. Hcentives

(5) Review — Credit Memos



Topic: Trade Receivables

* Valuation

(1) Obtain —» Ageing Report

(2) Listof Debtors — Under Litigation
(3) Provisions —» Made at appro. Rate
(4) Sch. Of Movements of Bad Debts
(5) Check - Write - Offs.

* Disclosure

(1) As11

(2) As18

(3) Sec.189

(4) CARO, 2020




Topic: Cash and Cash Equivalents

Existence + Completeness
(1) Checked by Surprise — Last Day of the year
e +
Again after few days
(2) Desirable for the cashier to be present

X
Made to Sign

Slip
(3) Any< Chit
.O.U.

(4) Perform — Cash Sensitivity Analysis




Qy

Topic: Cash and Cash Equivalents

(5 For all bank A/c. ‘

| | |

Tally the Bal. as per Cheques issued but not Checking of all materials
Bank Book presented for payments Reconciling Items
* Direct Confirmation Procedure
Bank

| — | | |

Current  Deposit  Exchange Earners Foreign CCA/c. Restrictive use A/c.

Afc. AJc. Currency (EEFC) A/c. | .
Dividend A/c. Escrow A/c.




Topic: Cash and Cash Equivalents

(2) Investigate Discrepancies + Seek W.R
Reconcile > €

(3) Emphasis on - 100% Bank A/c. Bal. Confirmation
A

No REPLY RECEIVED .
! \n
=

Additional Procedures

| | l l

Agree the Bal. Internet / Online Login Sending Audit team Member
¥ ¥ + Entity Personnel
Bank St. Auditor’s Personal ¥

Presence Bank Branch



Topic: Cash and Cash Equivalents

Bank A/c. - Holding EC. - Cl. Exchange Rates

Disclosure

\)
Schedule III (PartI) of The Companies Act, 2013



Qy

Topic: Inventories

| ' | |

Held for Sale Process of Production Form of
J’ ‘L [ | )
Ordmary.Course of Such Sale Matarials Supplies
of Business

To be Consumed

Existence 4> (1) Review — Entity’s Plan — Inventory Count
+

Participate
(2) Ensure — Consigned Goods — Segregated




Topic: Inventories

(3) Test Count — Inventory l

Observe Assuring All items Proper Amts.
Employees l I l

X a
Adhestiig to AW Properly tagged On Tags.
Agreed Plan
(1) Perform — Analytical Procedure
j = |
Inventory T /o Ratio Vertical Analysis Budgetary Expectation
X

Actuals



Topic: Inventories

(2) Examine — Non Financial Info.

Purch
(3) S:l‘: B ™ Cut-off test

(4) Clerical
Arithmetical — Accuracy

(5) Reconciliation

1) Documentation

(2) Client Correspondence
(3) Collateral Agreements
(4) External Confirmation



Topic: Inventories

‘=

Valuation =-§Raw Materials

|

| |

Ascertain Compare
) \)
Elements of Cost Standard
i \)

Actual

I

Test Check
J
Cost Price

\

Purchase Invoice

Valuation
l
I |
Damaged Obsolete
L Inventories .



Topic: Inventories

ork in Progre

W |

Ascertain Ascertain Material Cost
J 1 J
Stages of Production Element of Cost Exclude
d

Abnormal Wastage Factor



Included Costs Valued @ N.R.V.
J

Reasonable

Disclosure

\)
Schedule I1I (Part I) of The Companies Act, 2013.



Topic: PPE

Revenue
Recognition Criteria << Capital = Nature Expenditure

. |

Probability of future Cost - Measurement
Economic Benefits \A
—_—_-_——.

REIELIE



PR -
*(»)9€ Topic: PPE

Existence]
\ | \

Own Staff 3rd Party Annual 2/3 Years

(1) Review — Entity’s Plan

(2) Evidence — Appro. Supervision
(3) Verification Report + Working Sheet

| I | |

Property Tagged Reconciliation Discrepancies




Topic: PPE

(1) Movement in PPE Schedule

\

Opp. Bal. + Addition - Deletion = CI. Bal.
(2) Arithmetical Accuracy 0,.:9
(3) As perAs10 j \.
(4) Rationale — For Deletion /’ //

(1) Depreciation (Unless Non-Depreciable)
(2) Method S

(3) Impairment — AS 28

| Completeness




Topic: PPE

Obligation —»>
(1) Land /Bldg. > Conveyance ( Sale Deed
(2) Original Title Deed

(3) Register of Charges /

Disclosure

\)
Schedule III (PartI) of The Companies Act, 2013



Topic: PPE

Additional Regulatory Info.
(1) Title Deed — Not In The Name of Co.
|

| " | |

Relevant Description Gross Title Deed in

Line Carrying the name of
item in Value
B/s.

|

Holder
v
Promoter
1§
Director

\)

Relative

|
Held Since

Reason



Topic: LA.

Identifiable - Non-Monetary Asset
\)

Without — Physical Substance

2 Production > G & S
Use in < Rental — to others
Administrative Purpose

(1) Verify — Active in use ;is

|
Deletion Recorded?

\)
Post Approval

|

Amortization Charges
\)
Stopped




Topic: LA.

Completeness — (1) Verify - Movement

A
| )

Op. Bal. + Addition - Deletion = Cl. Bal.

(2) Check — Arithmetical Accuracy
(3) For Addition I
l

As 26 Criteria Approved Internal Process

—— 15 [

Appro. Personnel | |
PP Quotations Tenders




Topic: LA.

(4) For Deletion

| |

Mgt. Manner of

| | | Disposal

Reason Rationale

—
1) Charged Amortization

A
(2) Method
(3) Impairment — AS 28

n

Mgt. Approval

Disposal Note




Topic: LA.

Rights & Obligation — Legal Title of Ownership — Entity

Disclosure

2

Schedule III (PartI) of The Companies Act, 2013

— Additional Regulatory Info.

(1) Ageing Schedule

<1 year 1-2 Year

2 -3 Year

> 3 year




Topic: Trade Payables & Other Current Liabilities

Existence — (1) Controls » To Ensure

|
I I

Purchase / Expense Payable Bal.
\) \)
Not Recorded more Automatically Recorded
than once \)

(2) Obtain — Ageing Report General Ledger

(3) Related Party Payables



Topic: Trade Payables & Other Current Liabilities

* Direct Confirmation Procedure

Directly
(1) Contact Vendors < denendontty
(2) For — All Significant Account
(3) Consent of the Entity Date of B/s.
(4) Creditors — Confirm Bal.<

Any other Reasonably Close Date

\)
Decided by Auditor «> Consultation with Co.

(5) Method of Selection
(6) Investigate — Discrepancies



Topic: Trade Payables & Other Current Liabilities

(7) No Reply Received
| I

Testing Agreeing Detailed Analysis
\) \)
Subsequent Balances
Payments d
Invoices
Completeness

(1) Last5 Invoices

(2) Prior pd. Goods — Received — Booked

(3) Sample Basis

(4) Purchase Date «~ MATCH — Gate Entry Date




Other Current Liabilitiels =

Topic: Trade Payables &

@

TDS

(5) Statutory Dues —
—— PF

ESI

Valuation
(1) Old Creditor -» Written Back — Process

(2) Ageing of Payable

(3) Write Back » Approved —» CEO / MD

(4) Foreign Currency > AS 11

Disclosure — Schedule III (PartI) of The Companies Act. 2013




Topic: Loans & Advances & Other Current Assets

Existence
(1) Direct Confirmation Procedures

Completeness
(1) Listof Advances
(2) Verify »> Loan Agreement

(3) Authorized< X;):

(4) Inspect— Board’s MoM

(5) Related Party Loans

(6) Balance with Statutory Authorities
(7) Statutory Returns — Filed?




Topic: Loans & Advances & Other Current Assets

Valuation

(1) Allowance for Doubtful A/c.
(2) AgeingReport &

(3) Identify
Analyse > A/c-—> Appear doubtful

(4) Write - offs
(5) Schedule of Movement ¢

(6) Foreign Currency Loans > AS 11 /
Disclosure

\)
Schedule I1I (Part - I) of The companies Act, 2013




Topic: Loans & Advances & Other Current Assets

— Additional Regulatory Info.

Al S Repayable on Demand
(1) Loans / Advances Director
S 5 Without Specifying

Related Party — /\

Terms Period

e

Repayment



Topic: Provisions and Contingent Liabilities

* Measured — Substantial degree of estimation 'ﬂ&
. -
* Recognized J
Present Obligation Probable Outflow of Reliable estimate
J resources ik
Result X Amount of obligation
T Settle the obligation
Past event

f



Gy

Topic: Provisions and Contingent Liabilities

Contingent Liabilities
Possible Obligation — Past Event

|

Existence will be confirmed But not recognised
| |
| I | I
Occurrence Non-Occurrence Not probable Amount
L Uncertain Future Events — v v
{] Outflow of Cannot be measured
Not in Control of Entity Resources .
A Suff. Reliability

To Settle Obligation



Topic: Provisions and Contingent Liabilities

Existence —»
(1) Obtain — List of all provision
\)
Compare — Ledger Balances ¢~

(2) Inspect —» Underlying Agreement

I
| l

Warranty Legal / Other Claims
Commitments




Topic: Provisions and Contingent Liabilities

Valuation —»

(1) Working + Basis — Provisions made
(2) Expert Report — Required

I l |
Evaluate Understanding
| +
| | | Appropriateness
Competence (Capabilities Objectivity l
Work of Expert
| Expert l *P

(3) Obtain > W.R. > Mgt. - Made — All provisions which were required to be
made




Topic: Provisions and Contingent Liabilities

Disclosure

)
Schedule I1I (Part I) of The Companies Act, 2013

— Additional Regulatory Info.

(1) Details of Benami Property held | af,
L \

Disclose

|
| | | | |

Details of Year of Amount Details of Nature
Property Acquisition Beneficiaries Status > Proceedings

Co.'s view




Topic: Provisions and Contingent Liabilities

(2) Relation with| struck-off|Companies

¥ AP
Disclose \I}"

l l | l I

Name of Struck Nature of Bal. O/s. Relationship with
off Co. Transaction with struck off Co.
struck off Co.




ﬁ Topic: Statement of Profit and Loss-Captions



Topic: Sale of Products and Services

pf Products and Services

T,

Organisation(
(1) Understanding of < Revenue Centres ¢
.C. &

(2) ToC— Accordingly — Reduce Substantive Testing
(3) Select > Random Selection of Sample
(4) Perform — SAP




evenue — Not overstated

O ——
(i) Single Invoice - Recorded Twice , 8 ;’ '
Cancelled Invoice — Recorded Dﬁh N 0.
(ii) Test Check —» Few Invoice — Entries V) /L'l 9 9 = 5%

(iii) External Confirmation

Customer & 3, L". 2"" 3 6

(iv) Fictitious Sale

(v) Uncertainty — Collectability
(vi) Customer’s Obligation — Contingent
(2) Sequence of Journal Entries



Topic: Sale of Products and Services

(3) Entries for unusual transactions
(4) Sales Return to Sales Ratio

Completeness
1 erify — Credit Notes

(2) Trace — Shipping Docs.
Total Sales

Goods Dispatched

Tax
(4) GST< Returns

(3) Reconciliation —»



Topic: Sale of Products and Services

Measurement
(1) Trace few transaction
\)
Inception to Completion
(2) ExportSales—> AS11

(3) Understanding < gg;npt Operation

Disclosure

A
Schedule 111 (Part II) of The companies Act, 2013.




Topic: Other Income comprising
interest incomeydividend income,
Gain/ Loss on sale of investments etc.

Interest Income on FD

Occurrence + Completeness + Measurement
(1) Obtain — List of FD + App. Interest Rates + No. of Days

(2) Arithmetical Accuracy

(3) Deposits o/s as at pd. end

(4) Confirmation of Interest Income — from Bank
(5) Copy of Form 26 AS




Topic: Other Income comprising
interest income, dividend income,
Gain/ Loss on sale of investments etc.

1) Recognized in »> P/L *
Only when Right To Receive ?F
(2) Verify > Gai‘ﬁgm?R‘ecor d as — Other Income

(3) Obtain -» Mutual Fund st.
Disclosure

\)
Schedule III (Part II) of The companies Act, 2013




Topic: Other Income comprising
interest income, dividend income,
Gain/ Loss on sale of investments etc.

I Additional Info

Undisclosed Income

Co.
3
Give Details - Any transactions State —» whether
J )
NOT Recorded as Income— Previously
l |
| | | |
Surrendered Disclosed Unrecorded income Related assets
L Tax Assessment — LProperly llllecorded J
3

Unless Immunity — Any Scheme During the year



Topic: Purchases

Organisation
(1) Understanding of < Production Centres

I.C.

(2) Identify — Controls — Over Purchase Effective
(3) ToC — Purchase Cycle - Determine — Control < Not

(4) Random Selection — Transactions

(5) Performing — SAP



Topic: Purchases

(1) Purchase — Not < Over > Stated

(i) Fictitious Vendors
(ii) Entry — Security Gate — Inward Register

(iii) Quality Inspection

, Prepared
(iv) GRN < Signed

(2) Original Purchase Invoice
(3) Invoice - Booked — Only ONCE
\)

(4) Name of the Entity



Topic: Purchases

(5) Input Tax
(6) Related Party Transactions

Completeness + Measurement

(1) Cutoff Test -> Correct A/c. pd.
(2) Check — Last 5 transaction

(3) Correct > A/c. Treatment

(4) Obtain > W.R.

(5) Perform — Analytical Procedure

|
Consumption Stock Composition
|

|

Ratio

Analysis




Topic: Purchases

Disclosure

\)
Schedule III (Pat II) of the Companies Act, 2013.



Topic: Employee Benefits Expenses

Organisation /
(1) Understanding of < Hiring

> process ¢

Effective
Not

Appraisal

(2) ToC - Payment Process — Determine — Controls
(3) Random Sel&ctiom — Transactions
(4) Performing — SAP



Topic: Employee Benefits Expenses

Occurrence + Completeness + Measurements

(1) Process offcapturing attendance

(2) Fictitious Employees Bank Details €

(3) Sample of Employees e ~
(4) List of Employees

|

New‘tllires ‘&%ﬁ

Appointment Letters PF / ESI Full & Final Computation

v

(5) Perform — Analytical Procedure
Disclosure

\)
Schedule III (Part II) of The Companies Act, 2013



Topic: Depreciation and Amortisation

The Companies Act, 2013
As

: Applied Consistently
Pol
L2) Folicy < A — Adequately Disclosed

(2) As per

(4) Depreciation / Amortisation - CHARGES

| l l |

Valid Accurately Calculated Appro. Pd.

(5) Obtain —» F.A.R.
(6) Perform — Analytical Procedure




Ry
Topic: Other Expenses like Power and Fuel, N/
Rent, Repair to Building, Plant and
Machinery, Insurance, Travelling, Legal and
Professional, Miscellaneous Expenses

Combined Question \' %

Expenditure
| | | | | |

GY Revenue Supporting Correct head Authoris/ed Relation to Entity

’ s

3 Docs
Not Capi}l /



RLur coorss
& Topic: Beprecto ..

(i) Month wise schedule + Rent Agreement
(ii) Recorded — For all 12 months
(iii) Escalation Clause

iv) Agreement — Name of the Enti
* Power & Fuel Expense
(i) Month wise schedule + Power Bills
(ii) Recorded — For all 12 months

Power units Consumed
it} Summary < Applicable Rate

+
Arithmetical Accuracy

(iv) Monthly Trends



gfrer,_Evpeaer
ﬁ Topic: D rati 1sati

i) Summary of Policies ¢~

(ii) Validity pd. € Brana
: : paid
(iii) Classnﬁcanon< CY > Correct?

* Legal & Profession hense
i) Month >

Consultant Wise —» Summary

(ii) Monthly Retainership Agreement
+
12 month Expenditure — Recorded Correctly
(iii) Sample — Non-recurring exp.



Topic:

(iv) May highlight — dispute — Entity
1
I

Not made any Provision Not have been discussed to Auditor

ample Basis
(ii) Monthly Summary
(iii) Perform Analytical Procedure

| P.Y
(iv) Compare < Present Industry

Travel, Repair & Maintenance, Printin

& Stationery, Misc. Exp.

> trends + Significant Variation




DIV TP

Topic: D 1ati isati
Additional Info. \l '\‘ %
(1) CS.R.—> Sec. 135 — Disclose - Amount
|

| | | |

Required Expenditure Short fall at P.Y. Short fall Reason for
to be Incurred the end e ———a Short fall

disclosed gt —

—"’__““":——-——'—



072 Erp-

Topic:

. Crypto . ‘Vﬂ? '
(2) Details of < Virtual Currency ‘{V/.
/

Discllose
I l | |
Profit / (loss) Amount of Deposit Advance
\ Currency | |
On transactions 3 |
@ Reporting From Any person
Date |

| |
Trading Investing






FOR

CA INTERMEDIATE

- 2024
Audit Report"%/

Auditing & Ethics . ONE SHOT

Ankit Mundra Sir



Topic:Forming an opinionjand
|reporti ngjon financial statements

\)
Auditor’s Responsibility

From
Content > “




Topic: Objective of the Auditor

(IWn E.S. — Based on —~of ~» conclusion

————— !
Drawn from
l
Audit Evidence .
J

In application Financial Reporting Framework

p\ (2)”9 that opinion M



Topic: To Form Opinion -Auditor

to Obtain Reasonable Assurance )

To form opinion — Auditor to obtain — Reasonable Assurance (RA) —
Whether ES. are free material misstatement — Due to — Fraud/Error

(i) Sufficient & appropriate A.E. obtaimres
(ii) Uncorrected Misstatement w Individually —» Aggregate
(iii) Evaluation ¢ =_ - = 3




Topic:y the Auditor

(1) FS as per FRF g

(2) lQualitative aspects\pf Entity

(a) Accounting practice /
(i) SA 260
(ii) Communication with TCWG

(b) Any management’s Bias in Judgement
(i) (SA540

(ii) Accounting Estimate, Related Disclosure
— =




Topic: Qualitative Aspects of the
Entity’s Accounting Practices

(460

| Amounts ——
(i) Mgt. Judgement < il > FS ——a

(ii) Discussion — Qualitative Aspects — A/c practices
(iii) *Possible bias —» Mgt. Judgements
=> *Lack of Neutrality — Indicators <
*Effect of uncorrected Misst.
(iv) Possible Mgt. Bias — A/c estimate &\ \? ke
)

f 5
Indicators — Do not constitute(g—isst ) %‘7 <N %Qh‘\rj)&

Selective correction of Misst.
Possible Mgt. Bias — A/c Estimate



\) \)
Affect Auditor’s Evaluation For purpose of Drawing conclusion

\J \

FS as a whole are Free from MM  On reasonableness of Individual A/c

Estimate



Ry
$ Topic:/Specific Evaluations by the Auditor _;) =

(1) FS — Disclose Selected —@PPIERID
(2) * Made by Mgt. -
.In

(3)
g Relevant
(b) @eliable

(c) @omparable
(d) ®nderstandable

Adequat%

(4
(5




*When ES. are prepared — as per

Evaluation ( MIC _E_fvaluatlon }
;1 3)

(1.4)

\/

To also include consideration

e ————

———
| |
Overall F.S. + Related notes
! | | )
| | Represent
Presentation Structure Content l
L~ | ES = underlying

T,

Transaction Event



Topic: Form of Opinion

(1) Unmodified =) Cy o'oJ almmor)
Auditor concludes — ES. — as per App. ER.E.

(2) Modified (SA 705) G Mq 5}” o

ES

0 ree from MM <

(ii) as per A.E. obtained
——

(b) Unable to obtain

(i) Suff. & Appro A.E.




Topic: Auditor’s report

S
ecific Heading ' 3%

(i) Title > Tndependent Auditor’s Report”

(ii) Addressee — Law
Regulations Specify — To whom
Terms of engagement — ()
Auditor’s Report is to be

Addressed



(iii) JAuditor’s Opinion |<—— Heading + Also include
| | | | |

Identify [dentify Refer Specify
Entity \) /\

J E.S. Title of .
NAME J each st. l\.l_c_)j__g_s_ SlgiA./ . @ P
, Policies Covered
—— Audited

e
I e ——




() (Basisfor Opinion J» Heading
| | l l

State Refer Statement State
) 2 X \)
Audit Section Auditor A.E.
! ! i ] !
Conducted DesFr 1b,e Independent  Fulfilled Ethical Stuff + Appro.
v AMTS, of Entity Responsibilities
As per SA  Responsibility B S ——
— el
(v) Going Concern — SA570 G.C.

(i) ES.—> Assumption — Entity
Continue Operation

\)

Foreseeable future



Realise — Assets
(ii) Entity <

Discharge — Liabilities

(iii) Appro. &> Mgt. use of G.C.

iv) Event
(iv) C‘(;ir(lii Hon > Sig. Doubt — Entity’s ability to continue as G.C.
(v) Disclosure Implication
+ )
Nature Material

Uncertainty

| | |
|

In case of




Gy

|
Fair Presentation F.R.E. Compliance Framework
\)

Fair Presentation ES. E.S. not miscoding
R e — e EER—
Listed -
. . o
(vi) Key Audit Matters — SA 701 < Other > nttes
’ Law
Baguitred < Regulation

(vii) Mgt. Responsibilities

Prepare ES. —» app. ER.E L Assess G.C.




(viii) Auditor’s Responsibilities — State

|
I |

Objective of Auditor R.A. High Assurance
E——— # Guarantee
+

(A) Exercises — Prof Judgement
Maintains — Prof. Skepticism

|
Misst. Arise from




— Identify + Assess - RoMM
Understand — I.C.

(B) Evaluate — A/c Policies
Conclude —» Mgt.s use of G.C.

Eval Presentation —
NaMase < Structure  —+— ES.

Content —

| S—

(C) Describe —» Group Audit Responsibilities

(ix) Location of Description of Auditor’s Responsibilities

|
\ I |
Within Within Description
A \) \)

Body of Audit Report  An Appendix to Audit Report of website




(x) Other Reporting Req. > Eg. CARO, 2020

(xi) Signature — proprietor Firm
\) \)
Personal Name  Personal Name (Eng. Partner)
+

Name of Audit Firm

|

-+

ICAI Membership No.
+

[CAI ER.N.

4+

UDIN
(xii) Place of Signature — Specific Location

(xiii) Date of Auditor’s Report — Not earlier than

\)
The date when Auditor Obtains Stuff + Appro. AE



*UDIN

To curb malpractices

Professional Development Committee of ICAI
Phased Manner

Mandatory — 1 Feb. 2019

CA — Full Time CoP only

}Digit - Alp}aﬂfmy@ric

—— EAfst 2 Digits — Jast 2 Digits

EEEER

Last 10 Digfts —» Randgr Alpha - Numeric




Topic: Auditor’s report

prescribed by law or regulation

) Requirement

Difference =

egal/Regulatory | -

: Layout
Spefnﬁc L < Wordings >
Refer SA only IF v .
: 13 points
13 point present !
2

Otherwise —» Law/Reg. Req. MINIMUM REQ.



Topic: Modifications to the opinion B

in the independent auditor’s report

\

Deals with Auditor’s Responsibility
\)
To issue an appro. Audit Report
2

In circumstances when — Modification is necessary




Topic: Circumstances When a Modification
to the Auditor’s Opinion Is Required

The Auditor concludes

J
Based on
A.E. obtained Unable to obtain
= )
F.S. as a whole are NOT Suff. + Appro. A.E.
FREE J
3 F.S. as a whole ARE FREE
From MM y

From MM



Topic: Objective of the Auditor-To Express

Clearly an Appropriately Modified Opinion
\)

The Auditor concludes

\

Based on

o

AE. olltained Unable to obtain
15

F.S. as a whole are NOT FREE Suff. + Appro. A.E
| : ° .AE.
From MM F.S. as a whole ARE FREE
¥

From MM




' Topic: Types of Modified Opinions )

, Suff. & Appro. A.E.
Misstatement —»

Material

Butfi6H
~ pervasive




Effect
— Pervasive < > Misst. — on FS.
Possible

Effect

| | |
~ Related to

\) 2
Auditor —» Having Obtained — Unable to obtain — Suff. + Appro. A.E. -
Concludes that —» Misstatement — Individually — Aggregate

ot




Gy

Material But Material and
Not Pervasive Pervasive
J J
Qualified Adverse
Opinion Opinion

L A.E. obtained —]

Material and Material But
Pervasive Not Pervasive
Y A
Disclaimer of Qualified
Opinion Opinion

Er—

obtained



Topic: Which type of opinion is appropriate?

Appropriateness of opinion — Depends Upon

Nature of Matter Auditor Judgement
[ | about Pervasiveness

F.Sare May be
Materially Misstated — In are of
Misstated inability to obtain Suff. +

Appro A.E.

aterially



Topic: Consequence of an Inability to Obtain Sufficient
Appropriate Audit Evidence Due to a

\

Request Mgt. - To remove limitation

Accepts ©©O Reject 00 — Communicate with TCWG
\ 2

Proceed with Still unable to obtain suff. +
Audit Appro. A.E.

Procedures e N~
Qualified opinion . or Disclaimer
\

of Opinion
EFFECT = Material But Not Pervasive d
— ————— Material and Pervasive



Topic: Form & Content of the Auditor’s Report
When the Opinion is Unmodified /Modified

OPINION PHRASES USE NOT TO USE
Unmodified Present fairly in all material | With the foregoing
respects explanation
Give true & fair view Subject to
Qualified Except for the effects of

matters described in Basis for
Qualified opinion

\)

E.S.
/\

Present fairly in acc. with




OPINION

PHRASES USE

NOT TO USE

Adverse

Because of the significance of the
matters a'escnbed in Basis for Adverse
opinion

\)

E.S.
ey

Do not not in acc.
.

present fairly with

Disclaimer

Do not express on opinion

Not able to obtain suff. + Appro. A.E.




Topic: Basis for Opinion

— Amend the heading
\)

Basis for Opinion

Basis for Basis for Basis for
Qualified Adverse Disclaimer
Opinion Opinion Opinion

+

Include description of matter

\




Misst.

| |

Specific Not practical Narrative
Amount to Quantity Disclosure
L : : hi Explanation
Description Quantification State this M

ﬂ



Description of Auditor’s Responsibilities for the Audit of the

Financial Statements When the Auditor Disclaims an Opinion on
- - ﬁ
the Financial Statements

\)

Amend the description of Auditor’s Responsibilities
\)

Include Statement

Auditor’s Auditor Independence
Responsibilities $ +
/\ Not able to Other ethical
To Audit To Tacis obiam Responsibilities
F.S. an Audit

) Report Suff. + Appro. A.E.

acc. to SA



Ry
Topic: Considerations When the Auditor Y
Disclaims an Opinion on the Financial Statements

\)
Not include “key Audit Matters” para
\ Law

Unless required
Regulation



Topic: Communication with
Those Charged with Governance

\)
When Auditor EXPECTS to MODIFY the opinion

N

Circumstances Wordings




Emphasis of matter paragraphs and other matter paragraphs in the
independent auditor’s report 5 A 496
/—

-

Emphasis of Matter Paragraph & other Matter Paragraph (SA-706)

— = T

N Additional Communication o the users of ES

We
R, Necessary as per Auditor’s Judgement
\)
To Report a Matter
|
| |

Although appropriately Any other matter that is relevant

> presented in ES. to the user’s understanding of



l % |
Important to understand the | ‘

ES. (Emphasis of Matter ~ Audit Auditor’s Audit Report
Paragraph) Responsibility
(other Matter

Paragraph)



Topic: Emphasis of Matter
Paragraphs in the Auditor’s Report

Provided

—> As a result of Matter — Auditor is Not required — tQ_ Modify opinion
as per SA-705 As per - SA-701 — the Matter is Not A key Audit Matter

JEEEmme————




Topic: Separate section for
Emphasis of Matter paragraph

Inclusions

(1) Separate Section in Auditor’s Report — Heading to Include the term —
e odesnshes gl s i b il

(2)  Paragraph to Include

|
|

Clear reference to matter Disclosures in ES. where matter can be found
B it} e —

(3) Indicate — Auditor’s opinion is NOT Modified
M‘



The inclusion of an Emphasis of Matter paragraph in the auditor’s
report does not affect the auditor’s opinion

EoM para — Not a substitute for G
i —

< ————.

| |

< Modified Opinion l Disclosure in ES. Reporting in acc. SA 570
\) \)
@pp. ER.E. When material
3 uncertainty exists

Req. Mgt. to achieve
\)

Fair presentation
R



Topic: Other Matter Paragraphs
in the Auditor’s Report

“Other Matter Paragraph” — Not included in ES. - Provided

| (1) Not Prohibited -» Law — Regulation

Show in a separate section 5 Ag ber SA-701 —> The matter is not a
key audit matter



Topic: Communication with Those
Charged with Governance

EoM
When < > Para — expected in Audit Report




Topic: Communicating key audit matters in @
the independent auditor’s report (SA 701)

Definition — Matters — were of]Most. Significance

\) \)
In Auditor’s Prof. Judgement In an audit of ES.
\)

g

X;

aESET——
—



Topic: Purpose of Communicating
Key Audit Matters

X
Enhance - Communicative Value of Auditor’s Report

\)
By providing — greater transparency




Topic: Objectives of the Auditor
regarding Key Audit Matters
|

| -
Tey w Auditor’s Report

Audit Matters

it Matters .




Topic: Determining Key Audit Matters

1), Aveg.of < Higher assessed RoMM '
Sig. Risk Identified - SA 315 '

(2) Sig. Auditor’s Judgement — Relating to areas in FS.
\)

That involves

\)
Sig. Mgt. Judgement

Events

(3) Effect on Audit of — Sig. < ? .
ransactions

> Accrued during the pd.



(W

Topic: Communicating Key Audit Matters

| |

Appro. Sub-heading Separate section Introductory Language
\) — \)
Each matter State

Most Sig. matters Mat’lcers
. | | |
Auditor’s prof. Judgement FS.asa In forming Does not provide

whole Auditor’s opinion separate opinion



Communicating Key Audit Matters-not a substitute for disclosure in
the Financial Statements etc.

Not a substitute for

|

Modified Disclosure in ES.  Reporting in acc. SA 570 Separate opinion

Opinion y 2 on Individual
Opp. ER.E When material matters
\ uncertainty exists
Req. Mgt. to achieve
\)
Fair presentation

Same as EoM para.



Topic: Communication with

Those Charged with Governance

| |
| |
Key Audit matters No Key Audit matters
\)

As per

| ,
| | |

Facts Circumstances Audit




Information - Corresponding Figures &

D N
% Topic: Standard On Auditing -710, “Comparative @
Comparative Financial Statements”




Topic: The Nature of the
Comparative Information

* Nature - Depends upon requirement of - app FR.E
* Approaches Qiorrespondiné flgure|—+ Auditor’s opinion on C.Y. only
Comparative ES. — Auditor’s opinion of each period

M

Law Regulation Term of engagement
—— ————————————— ——————————————




*Objective

|
| |

Comparative — Report
info. "
v Obtain Suff. + Appro. As per
Presented | A.E. about this v
) Auditor’s Reporting Responsibilities
App. ERE _

*Definition —» Comparative Info.

Amounts One
> Included in ES. < > Prior pd.
Other Disclosures More
J
|

\

As per app. ER.E



Topic:(Audit Procedures\regarding
comparative information _ L
—

(1) Determine — ES. include —» Comparative info?

| 1
Required by gpp. FR.E Appro. Classified?

i
(2) Evaluate - Comparative info? A/c Policies

Agrees /\
. S Consistent  Not Consistent

Amount  Other Disclosure

L Prior pd. —J




\

A

\)
Properly

| |
| | |
Accounted Presented Disclosed
(3) Possible Misst.?
No Yes — perform Additional Audit Procedures
00 T+ B
Requirement of SA 560
_r——‘

Only if Auditor had Audit prior pd. ES.
(4) Obtain W.R.




Topic: Audit Reporting regarding
Corresponding Figures

®, . Amount
Definition - Comparative info - Where <

Other Disclosure

!
of prior pd.
|
| |
Included as Integral part of C.Y.ES. Intended to be read
= (!

Only in relation to

"
CY.



— Auditor’s opinion shall Not Refer — to corresponding figures @

| NS
Except
Auditor’s Report Auditor obtains A.E. Prior Period ES.
on prior pd. 3 2
\) M. M. Exists NOT Audited
Included a v +
modified In prior Pd. Statements State in “Other Matter
opinion v Paragraph (SA-706)”
+ On which unmodified J
Matters which opinion is previously issued  That corresponding
give rise to X fig. are unaudited
modificationis  Dealt with as per app. FR.E Y
unresolved 3 But Auditor has to

I[f NOT follow SA 510



\) \)
Auditor shall modify Auditor shall express

A /\
LY.ES. opIinion Qualiﬁed Adverse
-~ = Opinion -
N In Basis for \)

Modification para On C.Y.ES.

==
| |

[f matter Other cases
\ A
Material Explain —» Modified opinion
3 15
Refer Both Because of unresolved matters

- i

C.Y. fig. Corresponding fig.
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*Prior period Financial Statements Audited by a Predecessor Auditor @

p —_— QY
. : Law
Auditor — permitted by Regulation > Reffr to
v ' Predecessor Auditor’s Report
State in OM para e
| |
| | |
ES. — prior pd. Type of opinion Date of previous Report
\) )
Audited by predecessor Auditor Predecessor Auditor
T
Reason
T

[f Modified opinion



(W

Topic: Comparative Financial Statements

Auditor’s opinion refer to Each Period

Reporting on prior period ES. — in connection with - with — current
e - <
period audit

\

Auditor’s opinion — Differs — from opinion expressed previously

\)
Disclose
\)
Substantive reason — for different opinion

\)
In other Matter paragraph (SA-706)



*Prior Period Financial Statements Audited by a Predecessor Auditor

Auditor shall

Express Opinion on C.Y.ES. State in OM para
|
| | |
ES. — prior pd. Type of opinion Date of previous
v v : Report
Audited by Predecessor Auditor
predecessor Auditor T
Reason
T

[f modified opinion
(
Unless predecessor Auditor’s Report — Revised




*if Auditor concludes - MM exists — that affects

S
! ! gl
Communicate prior pd. ES. pre

TN T =
Predecessor Auditor gave unmodified opinion

Mgt. TCWG Request

predecessor
Auditor to
be informed
*if prior pd. ES. Predecessor Auditor
\) + \)
Amended Agrees to issue New Report

L J
|

Auditor shall report only C.Y.




Topic: Audit of Branch Office Accounts

Audit of Branch Office Accounts [Sec.128(1)j

—Actual Basis /

@-) Prepare & Keep — on
D —

Books Relevant Papers
of A/cs Books & ES

Which gives true & Fair view of
\)
For every year

\

at

Aec s wal.

— Double Entry System

Explains

lBranch & + Transactions

between H.O.

— Double Entry System & Branch




For every year

\)

at

‘

@ Any other place

—__.'§

Decided by BOD — Notice to ROC — within 7 days

=f

* If Branch — outside Indta & In India — Sec.128(1) will be satisfied >
if - Proper periodic Return —_—

R —
I |

R.O. Any other place prescribed




Sec.143(8) \ Continue from Duties of Auditor (7* Point)

Audit of Branch

H.O. Auditor / Any other (Branch Auditor)

@@ucﬁn swlvole Tndia

Accountant + According to laws of that country

* If Branch is outside India

* Branch Auditor - Sends Report — H.O. Auditor

* Reporting of Fraud as — Applies to Branch Auditor — Limited to
Branch only per Rule 12, CAAR, 2014



— Definitions

\
e ———.

Principal Auditor

\)
Auditor with Responsibility
of Reporting

A

On entity Fin. Info.

— i
¢ - Includes

wo
Fin. Info.

/\

One More

- Components—]
\)
Audited by another Auditor

Other Auditor
J

Other than
principal Auditor
A
With responsibility
of reporting

\)

On fin. Info. Q)‘vr

\

Of a component

T
Which is included
T
Fin info. Audited by
principal auditor

Component

* Division

 Branch

* Subsidiary

. |V

* Associated

enterprise

"vi Other entity
J

Whose fin. Info.
3

Included in fin.
Info. Audited by

principal Auditor




Topic: Using the work of Another Auditor (SA-600)

Generally the Principal Auditor — relies over — work of - Component Auditor
Unless

For special circumstances — that necessitates — Principal Auditor — to

Perform Procedures to obtain

Sufficient & Appropriate Audit Evidence (AE)

+
IAdvicelthe Branch Auditor about



Gy

| | | |

Use of his Arrangementof  Areas for Time Significant
work coordination of special Table
their effort consideration

Accounting Auditing Reporting

Requirement
+

Obtain W.R. as to compliance



Questionnaire
Check-list

% f -
| | | =
Discuss Review Visit

\ \

Audit Procedures = Written summary
applied

The principal Auditor - Might — via <




Topic: Joint Audit

de
pooling Resources |
together f Expertise > One firm of Auditors

*  Involves — sharing — Total work

Advantages Disadvantages
(1) Sharing — expertise (1) Fees — shared
(2) Mutual consultation (2) Psychological Problems
(3) Lower workload (3) Superiority Complex
(4) Better Quality (4) Co-ordination Problem
(5) Lower cost (5) Uncertainty — Liability



Gy

SA 299 (Revised) - Joint Audit of ES

- ~ Lays down special
SA 200 - “ Overall Objectives of an Independent consideration for JA
Auditor & Conduct of an Audit in Accordance with SA” — .
(i) Engagement Partner From each JA -
+ — should be involved in
Other key member of Engagement Team — planning the audit

(ii) JA should — Jointly establish — Overall Audit strategy — which sets overall

e | |
| | |
Scope Timing (T) of Audit Direction
+

Guides development of Audit plan




(iii) Before commencement of Audit
— J.A. Should — Discuss — Develop — J.A. Plan— Regarding

| | ! |

Identify Ascertain Consider Consider Ascertain
Division of J + f
Audit areas Reporting Communicate preliminary
= objectives of arifongst all ]. engagement
. ‘ . . .
Common Audit | the engagement — activities
areas The factor that

are significant | | |

Nature (N) Timing (T) of Extent (E)
—  Measures
necessary



71 N
(iv) Each ].A. > Consider — Assess - RoMM (Risk of Material Misstatement) @
-
Communicate to other ].A
(v) J.A.Should — Discuss »>\Document - N.T.E. of Audit Producers — for —»
Common —> Specific - Areas allotted __________________ —
(vi) J.A.should obtain > Common Engagement letter -» Common Mgt.
Representation Letter. ——
(vii) The work allocation letter should be — Signed by All ].A. - Communicate
to TCWG_(Those charged with Governance T %
»  Each Auditor is responsible — Only for work allotted — to him
» Jointly & severally liable :-
(1) Work not divided + carried on by all
(2) Decisions taken by all IA?/
(3) Matters on which arrangement is there
(4) Disclosers relating to

(i) Statues, (ii) ES., (iii) Audit Report)




»  The JA should Communicate to other JA @
\

In writing + Prior to completion of Audit

\ |

Matters relevant Deserves their Require Require Application

to areas of attention Disclosure Discussion of Judgement
responsibility of
———

other JA L }

— J.A are required to issue —i common Audit Report ‘
— If in Disagreement — Separate Audit Report + But shall make reference in each
others Audit Report D



I QY
Topic: Reporting requirements Y
under The Companies act, 2013

Duties of Auditor A( %QOdﬂ S""AJJJ

n Lapso

(i) | Duty to Inquire o" Report only if the matter is in dsanee [Sec 143(1)]

e %ﬁff-'

ol Membesl




(ii) Reporting —> on Alcs examined [Sec 143 (2)]

Every Laid in GM
Report >
To that Knowledge
best of S Belief
To members True :
F.S. gllves Fair > view
| |
Company’s Affair's P/L A/c CFS Other matter
(Rule II)

Provisions of the companies At, 2013
Taking A/c of

AS + SA

Rules



(4) Duty toreport (Sec. 143(3)

Obtained — Info + Explanation — Best of knowledge + Belief
— e —————— B

—> Details there of + Effect on FS

eV ==
b Proper books are maintained as per law
(b) As per his opinion

Proper returns from branches not visited by him

Sent to him — by branch Auditor

(c) Report as Sec. 143(8)

Manner in which he has dea

Even books of branches are within rights
(d) B/S + P/L — in agreement — Books of A/c. + Returns
(e) ES. > Comply — AS

(f) Adverse — Observation + Comment — on financial matter/ transaction
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(g) Directors — Disqualified > Ws. 164(2) @
(h) Qualification + Reservation + Adverse Remarks — Maintenance of
A/c. + Other Matters
(i) Adequate + Effective — Internal Financial Control - W.R-&EES.
Exception:
Pvt. Co. > OPC — Small Co. - Co. > T /0. <X 50 Crore - Borrowings <

X 25 Crore



(j) Other Matters — As per rule 11, CAAR, 2014

Other Matters As per Rule 11, CAAR 2014

Impact of Pending
Litigation

Provisions Delay in No Loans & Dividend Co'sA/c
as per transferring Advances declared/ Software
I . funds to paid as per
I[EPF sec.123

| Audit Trail

Long term
contracts

Foreseeabl
e feature

Derivative (Edit Log)
Contracts Received Feature

To the best of knowledge & belief As per Mgt. Operated Not Preserved

Full Year J| Transactions | Tempered
,t for Record
| *4m — Retention
Borrowed funds Share Premium A/c. m

Recorded All




Any other Person Foreign Entity

With understanding

Lend/Invest Indirectly

Ultimate Beneficiaries







(3) Duty to report on any other matter specified by CG
— Eg : CARO, 2020
— CG — Consult -> NFRA

Class
For such < > ofCo's
Description

General Specific

That — Auditor should include a statement
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(4) Duty to Report Fraud — If Auditor — In course of performance —» CA @
— Cost Auditor (Sec.148)

— Company Secretary (Sec.204)

Has reason to believe

Fraud Occurred

>3 1Crore Lessthan X 1 Crore

Report to CG Report to

(Sec. 143(12) + Rule 13, CAAR, 2014)

Audit committee or Disclosure in

Board of Directors
+

Clause (xi) of para 3 of CARO, 2020

Board Report



Topic: Reporting under Companies
Auditor’s Report Order, 2020 [CARO,2020]
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Topic: Companies (Auditors Report) order 2020

* | Additional Reporting Requirement/> Shall not apply to CFS — Except Point

* Applicable to every co. [including Foreign Co.— Sec. 2(42)] ()()( D

—

Except:
(i) Banking Co. — Registered v/s 5(c) of the banking Regulation act. 1949
(ii) Insurance Co. — Registered under the insurance Act, 1938

(iii) Sec.8 Co. — Not a Holding / Subsidiary Co. of a Public Co.

(iv) OPC —— Paid up share Capital + Reserve & Surplus < X1 Crore
(v) Small Co. - Borrowings —» Banks — EIl. £X1 Crore — at any time
(vi) Private Co. Revenue <X 10 Crore C\Y)C\’-h‘\ K\ C()n'hwﬂp

afemx;a@
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Topic: Matter to be Included (Paragraph 3 & 4)

Paragraph 3
(i) Property, Plant & Equipment (PPE) L‘ ?) E’ A ' )
¢)
€) Co. —» Maintaining — Proper Records — of PPE Physically

‘ | I }{)')Jvt codson

Quantitative Details Situations

| | | |

33% Atreasonable If any discrepancy If yes, properly
Management  Intervals found draft with?




(c) Immovable properties — Title Deeds — In the Name of Co. @

Other Than —»
Properties Co. is Lessee ‘

+ Lease Agreement — Yes Other — Details
In favour of Lessee there of

— Description

Gross carrying value
i — Held in name of
Promoter Relative
Director ‘><:Employee
— Period held

— Reason




=L

(d) Co.— Revalued Intangible Assets
— Right of use of Asset
| |
Yes No

|
Based on Valuations by Registered Values?

| _—
Specify - Amount of change — of > 10% of net carrying value of each

class of PPE + L. A.
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(e) Proceeding against the Co. — for holding ‘Benami Property’

| | Benami Transaction

Q Pending (Prohibition) Act, 1988

| |
Yes \[e
1

Details disclosed in ES?




(ii) Inventories:
(a) Inventones&—— V}’vS .ca& VQ?‘J.bCO\t(Oﬂ

3% Management
J
at Reasonable Interval

\)

[f any material discrepancy — 10% of each class of Inventory

Yes No
Properly dfaft with in
books of A/c



(b) Working Capital limit - Bank — FElI
\)

Sanctioned —» > X 5 Crore

\)
On the basis of security of C.A.

|
| |

No Yes

| |

Quarterly R Statement
Returns

| | I p— YOS

In Agreement - Books of A/c’s —

— No — Details
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(iii) Co. [ I ‘
tlo WYEGE Provided Granted
I Investment l I
| | | | | | \ |
Co. Firm  LLP Other Guarantee Security Loans Advinces
Party

In nature of loans

S s

| |
No (a) Yes
\)

Indicates




| |

Aggregate amount Balance O/s at
during the year B/s date

| |
| |

(A) Subsidiary, .V, Associates (B) Others

(b) T& C — are not prejudicial to the interest of the co.
(c) Schedule of Repayment of Principal
> Stipulated ? + Regular?
Payment of Interest ‘ \ |

Repayment Receipts




(d) Overdue — State

|
|

Total amount overdue > 90 days

h
H

|

Reasonable steps taken by
the co — for recovery

|
| |

Principal Interest

(e) Loans & Advances — Specify

.
| | |
Renewed Extend Fresh loans

granted to settle
the overdues

Aggregate amount renewed

% age of aggregate to
total loans & Advances



(f) Co.granted —» Loans & advances Repayable on demand

Aggregate 9% age of total Loans to
amount loans granted — Without specifying

I
| | | |

Promoters Related Terms Period
parties | |

Of repayment



Gy

(iv) Loans & Advances : In Respect of ] I ‘ ]

‘ Loans Investment Guarantee Security
Check Applicability

| |

Sec.185 Sec.186

Prohibition
on granting
loans




(W

(v) Accepts Deposits : Directive / Orders ‘ | | |

| RBI CLB  NCLT Any other

~ Complied with court/tribunal
Yes No —— Nature of contravention to be stated

(vi) Costaudit: Sec 148(1) > Complied with | |

I Yes No
Cost Records



(vii) Statutory Dues ‘ |

Qy

PF, ESI, Income Tax, Undisputed disputed

GST, VAT, Custom ‘ |

Duty, Cess, etc. Regrlar Amount of
) % | | Dispute
Yes No

Extent of arrears o/s

As on the last day of EY

> 6 months dues only

Forum where
dispute is pending
\)

A mere
representation to
concerned dept.
# Dispute



(viii) Any transaction — not recorded — Books of A/c.

Surrendered / Disclosed — As Income — In Income Tax Assessment

Previously unrecorded Income — Properly Recorded — in Books of A/c.

———
(ix) Repayment of I | ‘
| Loans Borrowings Interest
Default ‘ ‘ T hort
Yes No
| l | =
| | | | | =

Nature of Principal Remark O‘?'S:f‘;ﬁ:t PS; if(;il(t)f A Lender wise detail —»
Borrowing of interest In case of default to Government




(b) Co.— Declared — Willful defaulter - by — Bank
— ]

— QOther tender

(c) Term Loan — Applied — For the purpose for which loans were obtained

|

Yes No

Report

Amount of loan Purpose for
so diverted which it is used




(d) Shortterm funds — used for - Long Term Purpose — No

(e) Co.— Taken funds — fromany

To meet obligation of

| I

Subsidiary Associate J.V

| |
| |

\[e) VES

— Yes
Nature Amount
— Entity
— Person
— Nature

Details —— Amount




710 N
Subsidiary @

(f) Co.— Raised loan — Pledge of Security — held in
Associate
\ \ "
No Yes
Report

[f Co. has defaulted in
repayment of such loan



(x) IPO /FPO /:— Applied for specified purpose
Teran L o)
(a) \ |

\[¢} Yes —— Details

I
R |

Defaults Delays Subsequent

Rectifications
(b) Pref. Allotment
Pvt. PlacemeD Sec42 & 62 — complied?
Convertible +
Debentures Funds applied for same purpose

/\ — Nature

00 Yes No —1_ Amount




(xi) Fraud : (a) on the Co. By the Co.

T

Officer / Employee

12 |
\ |

\'[¢ + Yes — Nature + Amount

(b) ADT -4 — filed ?
(c) Whistle - blower - Complaints — Considered ?
(xii) Nidhi Co. > Complied with — Nidhi Rules, 2014

' l ' [
=

NBFC

Net Owned Funds 1 10% Unencumbered [~ Interest

Deposit ) Term Deposit

Any default in payment of Repayment



(xiii) Related Party Transactions :

(xiv) (a)
(b)

As per Sec. 177 As per Sec. 188
\) \)
Audit Restriction on Related
Committee Party Transaction

— Disclosed in F.S — as per AS - 18

Internal Audit System —» Commensurate — with —

— Nature —

+ \
Report of Interprational-Auditor

Considered by
Statutory Auditor

) VA

— of

business



(xv) Non Cash Transactions

| |

Director Connected persons
| | |
|

[f so? — Sec. 192 Complied with?

or consideration
other than ca

Without
approval




(xvi) NBFC — Co. required to be

(a) Registered - u/s 45 IA of the RBI Act, 1934 L'
YY)

To be regarded as NBFC pe——
(b) Valid Registration obtained?

(c) — Co.— Core Investment Co. (CIC) + Criteria still fulfilled?
+

(d) Indicate No. of CIC in group

(xvii)Co. — incurred Cash Loss — Current EY. — Previous EY.

\)
State the amount
(xviii) Resignation of statutory Auditor? — Yes — Incoming Auditor

Issues Objections Concerns

\ of outgoing auditor |




7D N
(xix) On the basis of — Auditor is of opinion — Material uncertainty exists @

NS
Co. is capable of meeting its
liabilities existing on B/s date

| When they il due Wisug s
period of 1 year from B/s date

| | | 1 |

Financial Ageing+ Payment of Other info Auditor’s
Ratios Expected financial accompanyin Knowledge of
date of  Liabilities g ES.
Realisation [ |
of financial BOD Management
Assets o e

Plan



(xx) Co.— transferred — unspent amount to

€) (b
Schedule VII Fund ecial A/c.
—_
As per Sec.135 (5)
l As per Sec. 135 (6)

Within 6 months of Expiry of EY l

On going projects
( Other than ongoing projects /
/



(xxi) Auditor Made — Qualification/Adverse Remark — in CARO Report — in CFS

I

\[e) Yes
d

Indicate

X
Details of Co. /
X
Paragraph No. (
of CARO Report



Topic: Paragraph 4 of CARO 2020

Basi}to be stated for
Unfavourable Qualified Not able to express an opinion
L _J on any of the above matters
Answer S

Reason






> 1

Arenachar)

FOR

CA |NTERMED|AT§
2024 ——éh

Special Features of Audit of

Auditing & Ethics . ONE SHOT

Ankit Mundra Sir



Topic: Background

Expenditure

Control ¢

Parliament : State Legislature (SL)

-, 0 on Grant 5
“

I —
» No expenditure can be incurred — Unless voted up on by

—_ |

| | N
Parliament State Legislature (SL)




Topic: Background

» Funds for such expenditure must be provided out of consolndated Fund of

l
‘ - mon Temto with
embly

» After expenditure is incurred + A/c. are closed (CFUT”LA)

4—- e —— S

e %
Appropriation A/c. are prepared

Scrutinized by ‘Public Accounts Committee’ (PAC)
» Initially - Govt. Audit was — Expenditure oriented
— —— e —

Gradually — Audit of Receipts was taken u

» With rapid grom of public Enterprises —» \ Came into Being




AR
Sy
/;@‘Wo'ﬁv_in‘ QUM ©@

Topic: Background

» Large no. of Non-Commercia Bodies — Field of
\
| e |

Financed by Govt. | | | |
) Development ~ Academic  Scientific Social Research

Required to be Audited

» Definition - Govt. Audit «— U.N. Handbook

=
I I
Examination
-—— . ol . 3
Financial Administrative Other
e — Operations |
)

Of Public entity



Topic: Background
)

Made subsequently — To their execution
\)

For the purpose <
)

Presenting

ﬁ | %
| | l | |
Report Explanatory Audit Conclusions Recommendation

Comments  findings

| |

By Responsible officials

Evaluating
Verifying




Topic: Background

» Objective of Govt. Audit
——— |

for Appraisal $f Govt. Base for
Public funds olicies
SRR ———
» Main ob]'ectizgs of Govt. Audit
|
l |
Ensuring Functioning as an
Accountability A
= ) Aid to Administration
of Administration
-—_——T\_

To legislative
——\



Topic: Background

» Administrative Accountability
\)

Neither equipped
» Govt. is < > to — function as an —{ Investigative Agency
Nor intended

To pursue every irregularity or misdemeanour

J o
SR




Gy

Topic: Background

? The comptroller & Auditor General (Duties, Powers & Conditions of Services) Act, 1971
> &, Conducted by —>
)
In India The controller & Auditor General of India (C & AG)

, T S S AT

Through — The Indian Audit & Accounts Department
) N

in accordance with
I | | l
Constitution of India Laws made by Rules & Orders

~—




Topic: Legal Framework and
Comptroller & Auditor General

* Appointed by —{ The president of India

* Shall not be Removed Except — on proven — misbehaviour — in capacity
\)
> 2/3 Majority — of Both houses of Parliament — Present & Voting

w
« After appointment — salary cannot be varied

\)
To his disadvantage




Ry
Topic: Legal Framework and Y

Comptroller & Auditor General
alary = Supreme Court Judge

. Presndent to Consult C & AG — fo any person in Indian Audit & Accounts
epartment — for deciding Administrative Power of C & AG

Artncle 149 b of the constitution of Indian — Gives powers to C & AG
& AG Dutles Powers & Conditions of Service) Act, 1971 — Defines the

. Format of Accounts of Union & States — Decided by President /
— Advice of C&AG /
- C & AG to provide Report an A/c. - Submitted to
— |

pe————

[ |

President Governor
— They Will laid before -
|
| 1
House of Parliament State Legislature




Topic: Comptroller and Auditor
General’s — Duties and Powers

(i) Compnle + Submit - A/c.’s of Union + State

Rendered to Audit & Accounts Officers « From Initial & Subsidiary A/c.

Al B

| | Show Annual

Receipts Disbursements
*
of
| I l
Union State UT with LA
d l J
President Governor Administrator of UT

— As per the Act — It is not the responsibility of CRAG — to — Give Info. - Prepare A/c.



(W

(ii) General Provisions Relating to Audit Report

£ o enditure Mol All transactions of FS & Other Subsidiary A/c
CF1 / CFS / CFUT + LA Uik + State g
+ J :
Kept department of
Ascertain whether Relating to eptin any elpa ento
[ | | | |
Contingency fund Public A/c. Union romerys State
| | =
Money Shown having been disbursed, Experlditure
Were legally available for + Applicabl Conforms t‘lte authority
to
J Which governs it
To which they have been applied Purpose

w



(iii) Audit of Receipts & Expenditure

Body
Where any < is Substantially financed — Grant / Loan
. e
Authority d >3 25,00,000/-
By Grants / Loans and
Y > 75% of Total expenditure
From CFI / CFS / CFUT + LA of Body / Authority

Audit

C&AG < > Receipts + Expenditure
Report

Substantially  Eg: College &l - Loan=% 76,00,000/-

financed E
Total Expenditure — X 1,00,00,000/-



i 7D N
\\I) Gnont /LOGY\ — Cowdydadnd {\’m&%s &

l L%Ex . SUT+HLA
A
\7
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N\

(v) Audit f Union + State + Satisfies himself that — Rules & Procedures —»
Designed to secure an effective check on

|

\'wr of Revenue
(vi) Auditof A/c’s of stores & [nventories \,

Purchase Custody
(1) Regulations Governing < Receipt > of < Sale > of stores
[ssue Inventory taking

Devised & Properly Carried out




S
of stores held

(2) Aimisto bring in any deficiencies in <

= = lSystem of Control ’

Prices paid are reasonable + in agreement — with those shown in contact

(3) Ensures @ Inspecting
Certificates of H By < > Units

i @ Receiving

(4) Periodical Verification

(vii) Audit of Govt. Co. & Corporations

— In accordance with the companies Act, 2013
— Appoint Auditor Ws. 139(7) & 139 (5)



Topic:f C&AG

(i) To Inspect — any office — under control of - [Union — State

R ~L
Including office responsible for creation of —{initial & Subsidiary A/c.
Accounts ¢~
’ : Books
(ii) To require any é . Relevant to audit — To be sent to specified places
apers —

Documents (
—— Put such questions

(iii) To— —— He may consider necessary

— Make such pbservations
bf detailed audit of A/cs and CoT

o ——

(iv) Power to — dispense with

ShN—
o)



O Topic: Expenditure Audit = \) (W%’
p p %

The basic standards — Set to ensure — provision of funds

T~ y competent authority
] —

ixing limit within which xpenditure can be incurred

S —

(i) Audit against Rules & orders
i Relevant provisions offstatutory enactments
Expenditure incurred — conforms

Financial frules & Regulations formed by

competent authority




Topic: Expenditure Audit

VLA
— Quasi-Judicial work — involves — interpretation =
| l — T |
Constitution ¢ Statues <" Rules < Regulations/ Orders
— Final power — interpretation # C&AG
Rules
— (Categories é Regulation
l Orders
| | |
Power Presentation — Claims Govt. Servants
/\ —— Consolidated Fund
incur Sanction Withdrawl <-> Contingency Fund
e Expenditure — Public A/c
e | | | |
CFI  CFS CFUT+LA Condition of Service Pay Allowances Pensions



— Executive Authorities — To see

Not Inconsistent ~ NotIn Conflict Not Separately Consistent
/\ v approved \)
Orders / Rules _— Essential Req.
Prov. Of Laws v /\
Constitution ——  Higher Authorities
Audit A/cs

e

"



(ii) Audit of Sanctions

There is Sanction — accorded by —|competent authority

l
l |

General Specific

(iii) Audit against provision of funds

There is provision of fun(lis — out of which expenditure can be incurred

v

Authorized b){ competent authority } Amount does not exceed appropriation
e
(iv) Propriety Audit Broad

\‘Q\'Expendlture incurred — with due regard to P“"CIPIGS of
General

2

Fmancnal Propriety

Expenditure




c———Yv — 7T ¥

No@ As officer’s Not to own Not for benefit

Occasion own money advantage of a particular

demands /\
Person Community

|
? unlless Q' ol
| | | | =

Insignificant v C}anm ((:io.uld be As per Not source of
amount Enforced in court recognised Profit to recipient

+
Regularity Audit /\

l Policy Custom

alone not suff.
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(v) Performance Audit / Full Scope Audit
|

J K . V
Efficiency Audit Economy Audit Effectiveness Audit Efficiency cum
| | I ) v | Performance Audit
Schemes Programs\| Govt. acquired APD|I' alse J
l 1 y l ! l Objective
/\ ReSOUrces Progress Projects Schemes Examination
Exelcution Operation | | ' | l .
| Ll /\
B Economical Sanctioning . ~ Performance
Running Yielding Manner + Target objective + Efficiency (]
Economically Results Sperldmg Greater
|
Authori | |
s f L2 Economy Effectiveness

Observed economy



Topic: Audit of Receipts

Revenue

(i) All < > Due to Govt. — Correctly<
Debts

Regulations
(ii) Adequate < > Have been framed

Procedures

Regulations
(iii) Such < > Actually been carried out

Procedures

(iv) Adequate checks are imposed

——————

Systems
(v) Review of <

Procedures

Assessed ¢
Realised ¢

Credited /

—

ﬁ ==
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Topic: Audit of Commercial Accounts

Categories
|

| |
Departmental Enterprises Statutory Bodies, l Govt. Co. ’
Corporations

Engaged in commercial / trading Under the
activities Created by specific statutes companies
\ \) Act. 2013
Subject to same laws, financial & other Mostly financed by Govt. )
regulations as other Govt. Dept agencies ! Have their
In form of loans & Advances own auditor
Audit is undertaken in the same J appointed by
manner as any Dept. of Govt. where Audit depends upon nature C&AG
| commercial A/c. are kept & type of statutes |

|
C & AG conducts — Test Audit of + Periodical financial Audit
+ Performance Audit + Issue direction to Co. Auditor
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Topic: Audit of Commercial Accounts

In case of Govt. Co. - C & AG shall have right to - Within 60 Days — Receipt of Audit Report

| ———— &
l | l

Conduct supplementary Audit ~ Comment up on / Supplement Test Audit
Ws 143(6)(a) ) ) |
v Such audit report w/s 143(6)(b) C&AG can cause Test Audit
FS of the Co. A
. To be sent by Co. to
By such person(s) he may |
authorize | ] |
J Member  Trustee Anyone entitled to AGM

Require Info.



Topic: Reporting Procedures

—> Reporting Procedure — As perjarticle 151 > C & AG shall reporton A/c.

|
| l

Union — President of India  State — Governor
= o ] el

Publish Report in Legislature + Newspaper (Generally) + Create a climate for public Opinion




Topic: Background LOCOQ 60&*@

Definition —-> ocal K Urban areas
Municipal Authorities (MA)

Mumcnpal Mumapal \ otlﬁed Area Town Area
Corporatlons Councnls Committee commnttee

Tax
%

Limited to fg_w

Cantonment
committee

Wider range — Ogtlonal in nature + subject
_to procedure — requiring SG Sanctions

items —' Regulatory _—
Functions of MA ~ | Mamtenance f'

— Development



Topic: Background

Expenditure jincurred by MA Lﬂl
| -

Administrative &

Revenue Collection
Revenue U

Public Works Others

Such as lnterest

Pazment

Property Tax, ctron Profession Tax, Non-Mechanised Vehicle Tax,
\____________—-———-

.

Bridges gap b/w — Needs —
Available Resoturces

Taxes on Advertising, Taxes on animals & Boats, Tolls, Show-Tax, etc.
lypes Oi <3

/

7 :

General Purpose Grant Specific purpose Grant m:« Compensatory Gran

— Un A/c. of loss of revenue on

B

taking over a tax by SG



Topic: Financial Administration

Financial Administration 9'}/

To be familiar with — in order to plan an audit

(1) (Budgetary Procedure\— Consider — Financial Accountability — Control of
Expenditure

— Main Objective — funds are raise + Money is spent

—— ——

i B; Executive department )

In accordance with Rules & Regulations + Limit of sanction + Authorization
m
+

No strict separation b/w < N a

Under ‘Extraordinary Items’ head
e —



Topic: Financial Administration
SG

(2) |Expenditure Control Cle
CG

I | |
Legislature Executive

| J

= |
Municipal Council

\

External Audit by SG beclause
v v

Diff. to function Cannot accommodate

\ 2

As inquisitorial body Independent Finance Officer




Topic: Financial Administration

Accounting
(3) Accounting System Municipal< >p0rma\1§
Budget !

CRITICISED

)

Neither simple Nor Comprehensible

| I
|

Sometimes Provides

|
\ v

Inadequate Surfeit
| Info |




Topic: Objective of Audit of Local Bodies

— Objective of Audit

|

|
Reports on @ection @evention of F/E &‘Elisuse of resources '
| |
| | l |
Whether Value is

The fairness + Strength + Weakness Adheren : um
s fully received
on\money spen

Content + fsyste m of financial
Presentation o |
Y

eairements



Gy

<O> Topic: Audit Programme for Local Bodies

maller Municipal Authority) - Local fund Audit wmg — of SG — is generally
incharge of Audit of Municipal Afc. — —
igger Municipal Authority }» have power to appoint their own auditor

(2) Auditor

' ' '
Fairness + Strength + Expendlture , Mo Different schemes +
accorded by

Content + Weakness of  incurred funds + Programmes +

Pres System of conforms com t  Expenditure is Projects
@ inancial Control authority incurred from
@ — it+ authorj Rdnning
economically

| by/competent

Relevant Provisions Rules & i l
of Laws Regulations framed lelding results
F



Topic: Audit of Non - Governmental
Organisation (NGO’S)



Topic: Background

Audit of NGO’s

Registration :
(1) No act warrants aWMandatory Registration under them

(2) NGO can be incorporated under

he Societies The Indian Trust Act, 1882 l The coméanies Act, 2013 )

Registration
Additional Acts if Registered —{Immovable
property

Act, 1860

as a trust
| >3 100 Books as per Accrual
| | system of Accounting
The Registration Act, TheTransfer of Property
| 1908 (Sec.17(1) Act, 1882 (Sec.123)

J
l
The Income Tax Act, 1961 + The foreign Contribution (Regulation) Act,-t&i&‘?o'o



Topic: Sources and Applications of Funds

Sources <« of Funds S Application
\ \)
(I)Qromoter’s Contribution ) 1) Est. Cost (
2) Office & Administration {
Either 3) Maintenance ¢
/\ 4) Prog.¢—
Corpus Contribution Revolving F 5) Project
W 6) Charity, etc. C
m Temp. Loan
+

Voluntary — With Specific direction

(2) Contribution in kind




Auditor of NGO — Registered under

Topic: Provisions Relating to Audit

The societies Registration Act, 1860
OR
The Indian Trust Act, 1882

Appointed Mgt. of Society / Trust

|

The Companies Act, 2013

Appointed by Members of Co.

M




Topic: Provisions Relating to Audit

Compulsory Audit as per :- 3ﬂ/,
* The Companies Act, 2013 /

* The foreign contribution (Regulation) Ac @ Prescribe
¥

Ministry of Home Affairs — 30 May

N

* The Income tax Act, 1961 —_— —
NGO Private Development

Assistance (PDA)




Topic: Provisions Relating to Audit

Audit has to Consider \ %
(i) Knowledge

- Work
= Mission of NGO
Vision
-7
_>Area of Operation

(i) Updateddsnowledge of Eelevant statutes)
(iii organisation — Review

(iv) Examination of Minutes of Meeting

(v) Study Accounting System 'd

(vi) Set Materiality
(vii)N.T.E. of Report




Topic: Audit of Firm

Appointment @ { His Remuneration w» Audit
|
To be decided by the partners€—2

—  In writing — Via Letter of Appointment (LoA)

—  Communication with previous auditor — ( [pusse ( e) fa};} I Seh-T

—  Ensure —\application of AS 4> If ASnot applied 7&1 cq
Compulsory audit Voluntary Audit

Qualified Audit Report Disclosure of Non-_

i — Compliance in Audit Report
Redan e e assglpatdas e Al st

&)
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Topic: Audit of Firm

— Matters to be Considered

‘ BEFORE AUDITi DURING AUDIT

1) Name > o ~N (1) Confirming (LoA) — Signed by partner — Duly authorized
Style usiness

2) Duration
3) Amount of Capital
4) Year of end? >

State

(2) Study the minutes

4

5) Borrowing Capacity

P

6) Capital
Lozm > Interest Rate (3) Verification of T & C of partnership agreement

7) Salaries (4) Examining Books of A/c’s

8) Managing Partner ) (5) Verifying that interest of no partner has suffered
(6) Provision for Tax has been made
(7) Verifying P/L — Divided in Proper Ratio

PARTNERSHIP DEED




Topic: Audit of Firm

Advantages of an Audit firm

l
I |

Provides Effective Safeguard
| \)
| | Against
Convenient Reliable \)Y\M 3
| f ] -Uadei-advantige being taken
|
Means of settling A/c’s By working partner

| |
| | l |

Dispute = Admission Bank Loan  Death / Retirement




Topic: Basics of Limited Liability

Partnerships (LLP) Audit
Definition > Small LLP
I | I
Partner’s Capital [Contribution] Turnover
\) \)
< %25,00,000 - [Present] > <4,00,0000
< X5,00,00,000 - [May be prescribed by CG] > <50,00,00,000
Max Limit
V)

In Future



Partnerships (LLP) Audit

— Books of A/c’s of LLP
(i) Details of money & Received §> Expended

(ii) Details of Assets + Liabilities

e ———

(iii) Statement of > —> WIP —» FG — Inventories — COGS

|

Topic: Basics of Limited Liability

I | I | |
Cost of Goods WIP FG Inventories
Purchased

(iv) Other particulars which partners may decide

COGS




Topic: Basics of Limited Llablhty

Partnerships (LLP) Audit
Audit of A/cs of LLP
|
I |
Compulsory Audit Voluntary Audit
\)
As per rule 24 of LLP To be conducted as per Rules
Rules, 2009
\
T/o >3 40 lakhs

Contribution > X 25 Lakhs

Advantages/Purpose/Need of Audit

Detection Disputes Reliability ~ Compliance ~ Reconstitution
of errors & Mgt.




Topic: Basics of Limited Liability
Partnerships (LLP) Audit

lReturns }o be maintained and filed by an LLP :- | -
Prepare — Statement of Accounts & Solvency (SAS) ¢— P .,bL( C Doc

\) l:]
In prescribed form —»{Form 8

\)
File with RoC every year —f 30 days from the end of 6 months of F.Y. to which it relates
T T

LLP to file > Annual Return — In/Form 11}— with RoC
&

Public Document
Within 60 days of close of F.Y.



Topic: Basics of Limited Llablhty
Partnerships (LLP) Audit

Appointment of Auditor — By designated partner

| Q
| | l
First Auditor Subsequent Auditor Casual Vacancy
\) — v )
Any time before At least 30 days prior to end of Caused by
the end of First F.Y.  each F.Y. (Other than First F.Y) |

-____________-—'
| |

Auditor Firm

— If designated partner fails — Omw



Topic: Basics of Limited Llablhty
Partnerships (LLP) Audit

Auditor’s Duty Regarding Audit of LLP \‘?}/

Mi : Book :
inutes Boo — LLP Agreemen :
Eng&gggent d —l; Natgrge()f 163utsiness Repolrtmg
i Refer —> Amount Of Capital | ) 1
Writing v . —> Interest Records Obtained Restriction?
Resolutions > Drawings Sty —> Info.

—> PSR Correct Reliable > Explanation



Topic: Audit of Charitable Institution

System of I.C. i
Trust Deed/ Regulation e

Membership t Life '

Constitution — Study /
(1) General é

(2) Subscription/ Control - Unused ¢~
RORaton Receiptsé Counter foils ¢~
List < Subscription ¢
Donation (
, , Figures <«
(3) Legacies — Corresponding
Info. 4

(4) Grants Amt. Recd. — Minute Book + Receipt

Certificate ‘/




Topic: Audit of Charitable Institution

| Dividend ¢
Counter fonls<
(5) Investment é Calculation Interest (
Dividend < i
Agreement ' i
(6) Rent <> Amount ¢
Due Date (

(7) Income Tax Refunds /



Topic: Audit of Educational Institutions

O J e

School/College — Trust Deed/ Regulation '

(1) General <> University — Act/ Regulation <
MoM ¢«

Student Register '
Counter foils
VAR > Advance Fee + Irrecoverable '
Studentship + Concession <

Fines + Dues <

Caution Deposit o /

Rent rolls (
(3) Grants/ Donation <} Endowment + Legacies
Disallowed — Reason /



Topic: Audit of Educational Institutions
(School, College OR University)

P.F. /

| Specific purpose donation <
(4) Expenditure Capital Expenditure - MoM ¢~

Increases in salaries ¢

Old arrears / /

Caution Money /
(5) Assets & Liabilities System of Inspection

Furniture + Stationery /

| IT Refunds ¢
(6) Compliances

F ulnds

| | | |

Poor Boys Games Hostel Provident




Topic: Audit of Hospital \v;’f,’,

Copies of Bills (

(1) Register of Patie ):s <> Attendance ¢

Amount Recoverable ¢

Entered — Cash Book ¢
(2) Collection of Cash <> Counter foils ¢

Rent ¢

lnvestm?t Register 4

Rents
(3) Income Dividends (

Interest (

(4) Legacies + Donations




Topic: Audit of Hospital

‘ Trustees ¢
5 AuthorisationfScrons K
Managing Committees<”

(6) Internal Check — Medicine + Linen + Apparatus + Instruments

v e 4

(7) Depreciation

(8) <awemtiz=s: |11 \ASAF0 Y 3



Topic: Audit of Club

(1) Entrance(Eee + Counter foil/s,
(2) Subscriptions v

(3) Arrears of Subscriptions ¢

(4) Arithmetical Accuracy <

(5) Irrecoverable Member Dues ¢

Food ¢
(6) Price < (
Drinks

(7) Purchase — Furniture + Sports items + Crockery

(8) Management Powers



(1) Internal Control Mechanism

N

(2) St of ticket sold ¢
(3) Free passes (

(4) Tax Collected (
(5) Advertisement 4
(6) Depreciation /

(7) Adv. Paid to distributors 4/

(8) Restaurant Income (

Entrance — Printed tickets ¢

Topic: Audit of Cinema \en (7 -

Serially numbered + Bound int
Sh
Dift. <: Cla%:, ;

Adv. Booking — Separate series '

o‘pooks




I ¥ Topic: Audit of Hire Purchase
( & Leasmg Compames

Goods are Tet-out or‘-» Hirer has th \0 purchase thena

e Eer—

In accordance with T & C of agreement

Possession of Goods / Goods to Pass Hirer ha%L the right
\) \)
Trw On Payment of Last To terminate the agreement
Instalment J
On condition of Periodic Anytime before the property

Instalments passes




— Audit Procedure

(1) Agreement in Writing + Signed by all parties
—— /g «

"i"'—_‘

(2) Specifies

Date of
Agreement

Cash price
of Goods

C I
Instalments Identification of Goods

* |

| |
Numbe?/ Amount/ Date of Paymgut Where Payaye

(3) Ensure — Instalments are regularly received




u,gasing ’
Lesser acquires the{right to use assets b for an agreed geriod

"

In consideration of payment o

—
Operating Lease

Like loan Agreement / Like Rent Agreement

F




l — Finance Lease Modalities ) \(%

(i) Lessee — select equipment
Approach Lessor | > Functional fitness + Specifications

| > Lessor <> No Participation

Directly Broking Agency

Negotiated /
(ii) Lease Agreement <

Rates Finalised (

(iii) Manufacturer — Delivers equipment — Lessee

2

Notice of Acceptance
(iv) Lease Agreement
—




(v) Leas Lessee

I—’Pay Rentals Regularly

Repaired
— Keep equipment <
Working v

Entitled to

Manufacturer’s After Sales Service
warranty

(vi) End of Lease pd. » Equipment Returned

I, Renewal Right/
N Purchase Option /

T
Not in Original lease Agreement




Ry
N\ Y
— Audit Procedure
(1) Check object clause — of leasing Co. - Ensure that they can take a financial

e ——
activity

(2) Procedure — for credit analysis of thé lessee )

(3) Lease Agreement includes

,

L |
| | | | l
Description of Equipment to be Amount of Subletting by Lessee
[ returned on termination? allowed?
2

| I I l | l | |

Lessor Lessee Equipment Location Leage Dateof  Late Deposits
| Tenure Payment charges
Where it is to be installed



(4)
(5)
(6)
(7)
C)

Examine — Lease Proposal form /

Ensure — Invoices of Equipment are retained safely
e ee?

Examine — Acceptance letter of lessee

Any Board Resolution regarding lease
Copies of Insurance Policy




Operating Lease

Financial Lease

Ownership |Remains with th{ lessor ) Transfer option

. R
Accounting | Renting arrangement. Loan arrangement.
Treatment |Treated  as Appears on the balance sheet of

the lessee e

Purchase Lessee does not have any |Lessee to have a purchase option
Option option
Lease Term |Generally < 75 % — useful | Generally > estimated economic

life

life




Topic: Audit of Hotels

(2) Room sales + Hall Booking Inventories

(3) Inventories €
(4) Fixed Assets (
(5) Casual Labours (

(6) Shops (




% Topic: Audit of Co-operative Societies



Topic: Background

Co operative un Ae?

Co-operative Autonomous AOP — oetsted voluntarily

Co-op ¥

Coop To meet common

l
, Cultural
Needs
Asplratlons
/—k_

Through Jointly owned Enterprise

N



Audit of Cooperative Societies

l Business organisations )

Special mode of doing business
p— —
By co-operation /

By pooling together all - Elimination of e Elimination from Exploitation
means of production middlemen from outside sources
\-

_—



710 N
— Acts applicable to societies @

| |
| I I
The Co-operative Specific state Acts —» The Multi - St
Societies Act, 1912 — Maharashtra West Cooperative Societies Act,

Applicable Bengal, Odisha 2002

to many states

|
| |
With Without
| : Amendments
— A CA Can
|

| I I | |

Guidein A/c. Installation of Internal Management Taxation

writing A/c. System Audit Services etc.



Topic: Audit as per Section 17 of the
Co-Operative Societies Act, 1912

- ——
(1) Registrar Shall — — A/c’s of society —{Once at least every year
— Authorize —

;o
Some other person to audit

_

l General S @

I
Order

=1
In writing

— Examination — of overdue debts

(2) Audit Includes —

— Verification — of Assets & Liabilities



(3) Auditor shall have access — at all times — to

l
| | | l

Books of Papers Securities of Every officer shall
A/c. Society furnish info.




Points to be kept in mind for appointing Auditor
(1) Qualification of Auditor —» m r Some state acts allow persons having

———————
—

Govt. Diploma in C6-
operative Accounting

Govt. Diploma in Co-
operation & Accountancy

I
s an Auditor in Co-operative Degt. of Govt.

(2) Appointment of Auditor — By Registrar of Co-operative Societies
)

Audi t to be submitted to him
Audit fee }> paid by society

2

Prescribed by Registrar
———-———\'




(3) Books, A/c’s & Other Records — of Co-operative Society (Sec. 43(h) of Central Act) N/
Generally —»

(i) Daily{cash sales yummary Register

collection from Debtor

(iii) Register forfRecovery of Loans

— N
Loan Disbursements

(v) Any other Columnar Register

(4) Restriction on share Holdings (Sec. 5)
on each member to be < 20% of paid up share capital or <X 1000/-

L ———— —
Prov . of By-Laws — Not Contradictory
Limits in State acts may be different

A
——

(ii) Register fo

(iv) Register fo




(5) Restrictions on Loans (Sec.29)

|
| |

Only to members are Can be given to another society

allowed
e With kpecial sanction of Registrar
(6) e .

Restriction on Borrowings (Sec.30)

Allowed up to limits mentioned in\By-laws of society

(7) Investment of funds (Sec.32)

Allowed in uf(‘
| | {/ | |
Central or state gﬁﬁr%’ii—ti—:i) Securities of Permntted 9)%
Cooperative Bank Or specified 1n Sec Other Societies
Co-operative or other 20 of the lndlan
banks approved by— Trust Act, 1882 Wi ____l_,_gmLed
Registrar Llabnlnty

\’



710 N
(8) Appropriation of profits (Secﬁ-) f profits should be transferred to @
Before Distribution as

To members

/




Gy

(9) Contribution to charitable Purpose (Sec.34) ilsia SW_

Registered Societies May transfer - < 10% of NP —

\

— For any charitable purpose
‘ After transfer to Reserve fund l e S

— Investment Qutside business

(10) Reserve fund —+— Promote Object of Society i— Only if state Act provides

. Utilization as W.C.

(11) Contribution to Education fund — only if state Act Provides
/-\__J /\




Topic: Special Features
of Co-Operative Audit

Special features)for conducting-an audit : (10 points) — Affecting working capital

(1) Examination Of overdue debts e

| — Proper

6 months to 5 years >5 years
Cecovsion)
— accrued On A h cinal
(2) Overdue Interest — Interest — :}» nA/Cs>w Zre Ve pancipa
I _ accruing amount is overdue

Should not be included in In practice, Overdue Interest Reserve A/c. is
calculation of Interest 0/s created — Any credit of overdue Interest —»
M——— - credited to Interest A/c. — is Reduced

R

M



(3) Certification & Bad Debts Jy - Managing Committee — Auditor

(4) Valuation of Assets & Liabilities &«
(5) Adherence to Co-operative principles — Objectives have been achieved?

(6) Observation of the provisions of - Laws — Regulations
(7) Verification of Members register + Examining their Pass Books

\

Regarding Loans Given

(8) / Special Reportjo Registrar — In case of irregularities 3 on
z

| I I
Personal / Fraud ( Disproportionate advance ty

Profiteering Mismanagement vested Interest Groups




(9) Audit classification of society — Auditor awards a class to society
T =

After Judgement — Based on criteria specified by Registrar
— i

[f management is not satisfied

by classification
=2

If can appeal to Registrar — may
direct review of Audit
classification

(10) Discussion of Draft Audit Report — with Managing Committee
T —



Topic: Audit, Inquiry and Inspection
of Multi-State Co-Operative Societies

Audit, Inquiry & Inspection of Multi State Cooperative Society
Funds of MSCoS — Cannot be utilized (MSCoS)
R

for any Political Purpose
N

— Books of A/c. _ Received
(1) All sum of Money —
(2) Sale — Expended
Purchase — of goods
(3) Assets + Liabilities [~ Production -
(4) If engaged in Processing ~—+— Particulars of material & Labour
.

— Manufacturing —



Audit of MSCOS (Sec.72 of the MSCOS Act, 2002)
(1) Qualification of Auditor — Only a practicing CA can be appointed
(2) Disqualification of Auditor — =

(i) A body Corporate '

(i) Officer / Employee of MSCOS ¢

(iii) Person who is Mﬁ

-
- amember

eE—————

- in employment of officer / employee of MSCOS
- Indebted to MSCOS

- given guarantee -
- Provided security -
(3) Vacation of office — If auditor attracts Disqualifications
\)
After appointment

\

Deemed to have vacated his office

— of a 3" party to MSCOS > X 1,000/- ¢




(4) Appointment of Auditor (Sec.70)

First Iiuditor Subsequent Auditor
Within 1 month of - D.O.R. ‘ Appointed @ each A.G.M. )
—— pr———
If fails to appoint From conclusion of that
s AGM till the conclusion of
Appointed @ G.M. Next AGM
——T—
Should hold office till the
conclusion of TAGM

.



Gy

(5) Powers of Auditor (Sec. 73)

| | |
| I
Right to access Obtain such info. He may
| | consider necessary
| |
Books Vouchers

| 1
|

Kept anywhere




(%)
(6) Duties of Audlitor (Sec.73(2) N/
| | | |

Loans & Advances Transactions not Personal Shares allotted for Cash?
merely book Expenses A
entries + not charged to Cash Received?
Properly T & Cnot prejudicial to Revenue )
Secured prejudicial to the  jnterest of If not, same stated in
interest of MSCOS MSCOS Books?

(7) Content of Audit (Sec. 73(3) & 73(4)
Like General Audit Report (Chapter 8)
e ———————————————————————————



(8) f _Q__E to direct special Audit (Sec. 77) '\\\w\/('

Affairs not managed in Managed as it would cause Financial Position would
accordance with prudent injury to interest of Trade endavger its solvency
Commercial practices / Industry / B‘u/s'mess -

_@_

— Special Audit only if — E(D— Holds > 51% paid up share capital in MSCOS

-fon




— Determined by CG ¢
— Expenses — of special audit —

l — To be paid by MSCOS ¢
Report to CG ¢«
\)
[f CG — Does not take any action > Within 4 months
v copy & Circulate to members
send é extract ( —To <
Read in GM
comment ¢ —



\\ng Ry
(9) y Central Registrar (Sec.78) —— Central Registrar — Comimunicate D

T — Jr

MSCOS (Sec.79)  — WIS S
. 3

on receipt of Report

On request by
|

¢ | | I
Federal cooperative Creditor / > % members y >-members of MSCOS
Board

To which MSCOS
is affiliated

S ——

— 15 days notice must be given to MSCOS
=0 e

Within 3 months of date of date of receipt of Report
e

Communicate to MSCOS
———————————————

o=

’\



Gy

Topic: Audit of Trust & Societies

@
Charitable entities — Legal Form —

|
| |
(Sec T

Governed By
v v
Public Trust Act — Status The society The companies
The Indian Trust Ac Registratjon Act, Act, 2013
1882 1860
!
State Act not exist
| +
The Income Tax Act, 1961

+
The foreign Contribution (Regulation) Act, 2010



** BooksofA/cs —
i. Cash Book /
ii. Ledger ¢
iii. Journal ¢
iv. Copies of Bills €
v. Original Bills ¢

) B/s /—ﬁl )
3 F.S.< — Format — State laws

I/E —




¢+ Auditor’s Responsibility — Books
i. Obtain <

Records \l.\ff‘ -
ii. Company <: AS /
SA u m
iii. Test check =
iv. Keep Audit working papers
—
v v v | \! v
Work done¢” Explanation ¢~  Decisions » Judicial CertificatesC
+ + taken pronouncement i
By whom ¢ Info ¢ relied upon 4

Client Mgt

\



** Working Papers — Provid
|

v v c v
Opinion Due info. Explanatlon Subjected

7 cogmzance <
Based on Info. Explanation
examination Info Explanatlon \/
=y — Reasonable /

Test




Qy

Topic: Audit of Trust & Societies

.: Auditor to ascertain g’q / é
|
W v

v v v v ¥
A/c Receipt Cash Amount Max. Meetings Trustee
d + N . S + I 2 e
Regularly Disbursement Bal.  Vouchers (/s w/off Min.  Regular Debtor cre?itor
Maintai}d \) | . I > ) | .
1 Year
Plﬁgg'_lx_ Cistods No. of Trustee Of Trust
N

Correctl
A_y Manager  Trystee

Shown



.:. Auditor’s Consideration At' (9
l

Qy

v v v v v v
Governing Object Registration Understanding Appro. A/c Inquiries
Legislation of under ) Policies J

| Soc. | I.C. | Registrar
The foreign contribution (Regulation) Act, 2010 The Income Tax Act, 1961






