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[ a] Topic / Refer — Clause (11) of Part I of First Schedule | Iy
See Page 9.50, Various Illustrations e

[RTP, N 08, N 06]
5 Hint answer: CA Sonu Is gulity of Professional Misconduct. This Is a Non-—
(c) CA Act & Professional Ethics | p.,fessional Journal, as it may be circulated to general public ang non-| 4
professionals also. Hence, Special Permission of the Councll Is required |

this case.

See Page 7.8

6 Investigations under S & 723 N
[(b) / Companies Act, 2013 Ppara 7.2 sf" \ 5
\ 5[
Refer — Clause (1) of Part II of Second Schedule ’»3
See Page 9.80, Various Illustrations .am Qi
6 2 [RTP, N 08, N 06] (\g ﬁ
(c) CA Act & Professional Ethics Rt a
Hint Answer: CA R is not guilty of Professional MISCO duct, Recovery of Feeg
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() Recover from Risk— Once the mpact evaluatex! and mlnnnmrr.ntu--l with the requlatope, the

recovery plan needs 1o be implemented Necessary lmpmve-lnnul-. like patch upgraces, hrﬂnl

tok, and improved  technology i terms of firewall, anti-virus, tools etc needs g

Y

L0

nplemented to sateguard the entity
Controls around Vendor sctup and modifications, Control

. around electronic transfer of funds, Contre,
4

Intermal
Con :
\» trod check arcund patch management.
, point
(@) Remote audt or virtual audit is when the auditor uses the online or clectronic means to conduct ‘th;n'
pletely virtual, auditor engages using technology %
th the participation of the auditee

audi.
| (b Mode of Conduct: It could be partially or com .
tation revicw wi
ality, Security and Data PfOtOCtion' (©)

| obtain the audit evidence or to perform documen
' (¢) Key Considerations: Feasibility and Planning, Confidenti
y from the IT system, Cost and time effectin'

Remote Audit
| Risk assessment.
' (d) Benefits: Auditor can get first-hand evidence directl
twork of experts
not be allowed, Cultural challenges for

‘ Widens the selection of auditors from global ne
| (¢) Disadvantages: Remote access to sensitive IT systems may !
the auditor. Lack of knowledge for local laws and regulations could impact audit. E———
(a) The data analytics methods used in an audit are known as Computer Assisted Auditing Techniqyeg
s analyzing large sets of data to find actionap|e

S ——
" |
‘ | or CAATSs.
| Emerging [ (b) Audt analytics or Audit Data Analytics involve :
| Technologies f insights, trends, draw conclusions and for informed decision making '
| in Audit , (c) CAAT Tools are Audit Command Language (ACL), Alteryx, Power Business Intelligence (BI), ang
Case Ware.
Non-Fungible Token, Robotic Process Automation.
. T
the remote locations for stock counts. Drones

(d) Aumnmtu_i_‘rgglg :_IoT, Al, Block Chain,
—Using Drone Technology in
nd cameras, thus they can photograph ang

rs a

(a) Drone Technology
have great payload capaci

physically examine the coun
reality — The technology allows us
evices.

|
|
|
f
{ (b) Augmented
, augmented (added) elements, generated by digital d
VR goes a step forward and replaces the real world entirely with a simulated
sounds, and even touch and smell.

s | () Virtual reality—
ted through digitally generated images,
pace that uses virtual reality, augmented reality, and

ty for carrying Senso
t of large quantities of fixed assets and inventory.
ers to view the real-world environment with

Generation | :
Audit environment, crea
(d) Metaverse — the emerging 3-D digital s
other advanced internet technology to allow people to have lifelike personal and business

experiences online.

(e) Potential usage —
Education and Training,

_FTIR2

| Issues [
Consolidated Financial Statements (CFS) are presented for a Group of entities und
. ( an : er the control of a
CFS — Meaning | Parent. A ‘Parent’ is an entity that has one or more Subsidiaries. A Group comprises a Parent and its

virtual Banking and Transactions, Digital Asset Management, Virtual Financial
Virtual Meetings and Conferences Data Visualization and Analytics.

Audit of CFS

Points to remember

|
{
}' Subsidiaries.
CFS - / (a) Sec. 129 of the Companies Act, (b) SEBI R i isti
) Sec. i s egulations and Listing Agreement Stipulation [
/ Framework Circulars requires Banks to prepare CFS to facilitate Consolidated Financialgsupervision. P RS
(a) Identifying Components & including their financial information in the CFS,

(b) Identifying Reportable Segments for segmental reporting, wherever applicable,

Responsibility
(c) Identifying Related Parties and Related Party Transactions for reporting

of Parent
Company ini
(d) Obtaining accurate and complete Financial Information from the components
!

(e) Making appropriate Consolidation Adjustments,

FTR.2



Pact? s Students’
WRa'S Students Handbook on Advanced Auditing, Assurance §

Issues

Responsibility
! of the Auditor
of CFS

|

LTy Points to remember with th€
~ ey are ™ nce
! z:‘)L Auditor's objectives in an audit of Consolidated Financial Statemgn;srepared in accord? the
| \8) AS Compliance: To satisfy himself that the CFS have bee€ presented by

l

(b) Opinion: To enable himself to express an opi

FIR —

. Fi | —
CA inad
& ProfeSSional Ethics For

and fair viewW

requirements of AS 21, AS 23 and AS 27, and
nion on the true

o CFS.
‘ ig;‘tctz?-::s — CFS .1, AS compliance and recognition of “Other Finandial Information - ///TXEE’—
— 2. _Using the work of other Auditors. Geners cts
;l Recognition of Components Accounting Aspects Aspe
| 1.Identifying the Com lidation AdeStments 1. planningd
; . 4 mponents 1. Permanent Consolidator = nagement
! 2. Evaluation of Ownership 2. Current Period Consolidaton Adju 2. M3 tation
[ Maj " Control : i ting Standards Represeh
Major Audit 3. Exclusi 3. Compliance with Accoun N Reporting
Considerations 4- E usno_n of Components 4. Impairment Loss on Goodwi " Obligations
. valuathn of changes in 5. Negative Minority Interest
Ownership 6. Difference in Reporting Dates
7. Notes on Accounts L’/
8. Disclosure
Recognition of | 1. Identifying the Components 3. Exclusion of cgmpor:;ni': ownership
Components 2. Evaluation of Ownership vs Control = Evaluaﬁon.Of Changsentation of CFS-
1. Adjustments that are made only on the first occasion of PrePa"atfon-& p;tment ina subsidiary) over
2. Determination of excess or deficit of the cost to the parent (of its inve
the Parent’s portion of Equity of the Subsidiary, i
Permanent 3. Determination of the amount of Equity attributable to Minorities, and - Method
ﬁg;.’:s"t'r'g::;“ 4. Determination of Goodwill or Capital Reserve arising on application OftEq,l:,l;t:atjon of Pre—Acquisition
5. Auditors Duties — (a) Verify calculations, (b) Examin€ the de er_fy changes ©On account of
Reserves, (c) Examine allocation of Pre—Acquisition Reserves, (d) vgn f) Verify Goodwill/ Capital
subsequent acquisition, (e) Examine Joint Ve(;\ture agreements, an (
Reserves arising on acquisition of various Subsi iaries. ST inancial
1. Adjustments that are made in the accounting period for which the Consolidation <
. Statements is done. : ; inter group
S:,‘,',';:,',‘fd';‘f,-’;‘,’," 2. Auditor’s Duties: (a) Verification of Memorandum Records, (b) Venﬁcagzr;tr:; ng mage poad
Adjustments transactions, uniform accounting policies, disclosures made in the ‘CFS' ad nd (c) Gain
harmonise different accounting policies, and calculation of Minority Interest, a
understanding of procedures adopted by the Management.
1. Check whether AS 21, 23 and 27 are complied with.
2. Examine whether Goodwill arising on consolidation is tested for impairment.
Auditor’s 3. Check for Negative Minority Interest.
Duties — 4. Review of Component’s Results where the Financial Statements of one or more of the Components
Accounting are drawn upto different reporting dates.
Aspects 5. Examine whether Notes which are necessary for presenting a true and fair view of the CFS have
been included.
6. Verify whether disclosures required by AS 21,23, and 27 have been made.
. 1. Auditor to plan his work to conduct the Audit in an effective, efficient and timely manner.
S:"g’gr_’_s 2. Management Representation.
3. Reporting Obligations when —

General Audit
Aspects of CFS

of its all its Subsidiaries / Components
f one or more of its Subsidiary(ies) / Components

(a) the Parent’s Auditor is also the Auditor
(b) the Parent’s Auditor is not the Auditor o

FTR.3
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Vo orsanal fedgers Trom
2 Totals of Sy ol o |"||,lml frya ton ' J,.,,,‘,,,,
leat f Lo Daily Teial palancesare condp o tuned fromp e Gt i
HHog o ) ) .
N N ] ) Wofrern
Dank's ook A Entton e verli o hy e pondant | ’ /
Yoo reriodieal rial Nalanees ala et et — -
Al Hones ares e i . ]
o Cretil 10 an ACCount, aniel thoes lCh Contain bogy (|
' " "" )
{

[aeshit oy

(Composite Vo lest #3).

|
!

yadilited Brane [ettas
cguilation A 1,

Keeplng Systom !
O, Cauh, and Non( anh (ot
Vvoun hers which ewvldence only
and Credit 1o diffenent accountn
(. Trae and Fale View of thes inonclal |

Jating to number of U
1 (1) of (tanlkdng 1

| Controls, (1) e
(1) Directort

clpt Verltication, () Prayment Verlticatie,,
s f1ote, and () Internal Inapection Iu.,,,,"';, (1
|I.'"

Auditor's 2, Information 1e
Roport 1, Additional Matlers /% e,

|

A, LEAR, and Certificates,
Reasons: (a) Dltective Interna
1) 1nane fal Position,

1
Halancing Dooles, (¢
and reqular audits,
Bank Audit = 2. Noad: -
Balance Sheot (1) Adoption of very olaborate and formal control nystemes by organisatio 1%y
Aulle () Growth in slzo ol [NTRUAGREN I
(¢) Increase In number of transactions of hormogeneons nnlfﬂh, nn’ ‘
(d) Computerisation and e of FDP controls n (inanclal dati processing. — 7
- . . ] ‘ 11. Replacerment Rick,
1. Country Risk, Credit Rlsk G, Liquidity Risk, | : ¥,
2 Cumrn«),,y Nl-.l'c, ' 7, Modelling 15k, 12, Ignpubnlonal i,
Risks 3. Flduckary RIsk, 8, Operational )ISK, 13, ,’f'f:mr:mr:nl.'V,I'.P,
4. Interest Rate RIsk, 9, Price RISk, 14. Solvency Risk arned
; 10. Regulatory Risk, 15, Transfer Rick.
r Higher Officlal,

Legal & Documentary Risk,
/ swifled by anothe
and without: prior notice.

5.
T Work done by one person ve
2. staff and Officers shall be transferred frequently
wa to be clearly defined.

3. powers and dutles of different Officc

é(‘:!:;:ac'cdurcs-— 4. Fldelity Insurance. _
5. Arithmetical accuracy of Books verlified everyday.
6. Documents Signature Book and the T clegraphic Code Book kept in proper custody.
7. Mall recelved to be opened by @ Responsible Officer.
8. Surprisc Inspection of Iead Office and Branches.,

1. Joint custody of two Responsible Officers.

2. Test-checked daily and counted In full occaslonally.
3. Cashicr should have no access Lo the Customers’ Ledger Accounts.
IC -
casl;:'ooedures 4. Counterfoil of the Cash Receipt Vouchers should be signed by an Officer.
5. Payment Vouchers properly verified by the Responsible Officer.
6. Scroll vs Day—Book, verified by independent persons.
ent rotation of Tellers, to avoid fraud. \_{

7. _Payment made by Teller to be verified, and frequ

1. Verification of signature, date, balance in hand.

2. Restriction: No customer should be allowed to withdraw any amount against Cheques sent f
or

I -
C Procedures clearing on the same day.
3. Ledger shall be verified with original documents by a Responsible Officer.

Constituents’
Ledgers ;
4. Verification of Interest debited / credited.
5. Person malnta'i,niqg the Ledger should not have access to Voucher Summary Sheet
Incoming Clearing Outgoing Clearing =
e List of Cheques sent for clearing.
Chgs returned unpaid to be checked.

IC Pr9oedures — | ® Verified with the Clearing List.
Clearing e Respective customers’ a/c should be debited. e
Unpaid Cheques should be separately listed.

FTR.4
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Padhubas my
‘ Vclonts'
udants’ Plaandlbwwbe oy Aduary edd Atliltyg, Assriranee V]

Innies - I
Points 10 rameambar
:‘(“llu;\:.nlmmu Lo o B selally nmhereed y //
- .
('nllm‘l:nu ';' Customers” Acconnts shall e credited, B Can;’)”d’lﬁf).g—qj'”’n:j‘
e ecI P W sent for Collection 1o another Branch of same pank "J["',’C(", dyr!(!i"::rrt/bd [')if/j-__]ffgf e
e Rlvol IaIE Lo Vednotion, 2, Mairging 3. Dlshonout, A, Report to Di(h—“'-'d,[" ,\rppor_U}T_"_'i,--f"
Lo Proper mnhorization, 6. Surpfise L"c"k\‘/”luc of goodsr
Loans and 2o Pxecution of necessary docurnents 7. Verify prarket V9 dJd
Advances Vo Adequate Mangin, 1oint Custodds ’ 5 Draving povieT, arationss an rities-
4 Hatielv: ustody, ’ | eviev! of ope 'rregula//'
Py alstration In name of the Bank g, periodical - gement for ===
"‘””WWWPmqumwum' m.mmﬂ@ﬂiﬂlﬁL’”’
. . . L2y i Bade A
:\.:':::u'l‘:l:m " /:‘”“'"“" only on the hasls of advices r:rc—l—v:d}n:;r_n the Branches- py anyY pranch:
: & Db Prompt action shall be taken by HO In respect of entries U?L[egponUCd Y o ation to HO-
T 1. Reliable Priviate Code, 2, vn;|fjt;1f|a;‘6}'5@;§mconﬁrrnation, 4. 10 s pa‘/men’r_‘},
1. Credit w;,.|p||,|,‘.;;;’ s . Follow up Cusctomefsl and
Crmfll Card ) Control over Storage and Issue of Credit Cards 6. pefaulting L\,/J'DVI
operations 3. Merchants’ Report, 2 e ’ 7. periodical RE jevd.
4. Reimbursement llr) Me
S mbursements to Merchants .
1. Controls, ‘ = Online Checkingds
Features of CIS | 2. Structure 6. Back-UPS/
5 ¢ . 3 3 nd
Systems 3. Start and End Processes 7. Report Generation, @
a2ty H
- ______| 4. Single Point Update, g, Systems AUdl.t' concurrentlys i.e. gt the
L. (;_ol\currcr\l_ Audit / verification of a transaction / activity of an organisation Ao
. same time the transaction / activity takes place. done by gank’s owWn sta
2. Each Bank is at liberty to decide whether Concurrent Audit should be
External Auditors.
3. Appointment may be initlally for 1 year and can pe extended upto 3 years-
4. Remuneration fixed by the Bank Management.
Concurrent 5. Compulsory Concurrent Audit Branches / Divisions of a Bank are — . like Investments, Funds
Audit e  Departments / Divisions of the HO which deals in Trea§Ul"/ Func’uoqsn Exchange Business-
Management including Inter Bank Borrowings, Bill Re—discount, Foreig Ecchange pusinesses,
«  Branch Offices, dealing in Treasury Functions, Bill Re—discount, Foreign
Dealing Roorns. . s
6. Selection of Branches/ Divisions/ Depts should ensuré that Concurrent Audit C:JVE than 50% of the
e Branches whose total credit and other risk exposures aggregate to not 153
total credit and other risk exposures of the Bank, and deposits
e  Branches whose aggregate deposits cover not less than 50% of the aggregate e ct.' ==
Eadh 1. Verification of daily cash transactions, 3. proper recording of Currency Chest Transactions-
2. Proper accounting in books, and
Investments 1. Physical verification of Securities, 3. Purchase/Sale Transaction Rate,
2. Delegated Powers of the Branch, 4. Compliance with Statute.
Deposits 1. New & Matured Deposits, 3. Opening of New Account, and
2. Large Deposits — Interest, 4. Unusual operaticns in new accounts.
: pe
;' iZ”ChO"r 6. Guarantees & LC’s,
. Adequate Securities i
KA hEas e 4 7. Overdue Bills,
Bl entatomn; 8. Claims to DIGGC and ECGC,
= UE?U'? Supervision & follow-up, 9. Compliance with Guidelines,
1' ¥ ization of Loans, 10.Exceeding of delegated powers.
. Letter i : A
o ters of Credit, 5. Extension / Cancellation of Forward Contracts,
Exchg 2. Guidelines / Rules, 6. Balances in Nostro A/c
= ange 3. Dealing Room Operations 7. + d syic z - A
ransactions 4 Toward i . Overbought / Oversold position maintained in
. Inward / Outward Remittances, different currencies, and
8. Reconciliation of Nostro & Vostro A/c entries.




padhuka’s Practical Learning 5e i
' T T " o j —
I — — T — actions of Staff Accounte
B N pup b e 6. Transactions O nts, ~
L_“‘ Issues f nd b;(mcinq accounts, 7 Day-Book Review, :
I 1. Maintaining € oI< : . Ecnenditiire 2
| 2. Entries outstanding, ntries 8. Income and Exp - heads, |
[ 3. W adiustment of large value entr=s 9. Chgs Returned / Bills Returneq g ist 1
HEuSsasping: | 4 Tmely-avht lations, 10. Inward and Outward Remittanc% er, ang [

Concurrent

— 2 .
5. Income Account Review, ””(—65}'—"7';; Irregularities, and (c) Pending Matters,
e arities, .
1. Contents ~ (a) Major Irreguiat  and (c) Flash Reports <3

» JAILIg, " 77 - I —
ries — Advanced AU ey oy
T nts torememaer '

4. Percentage check of calcu

|
_(rblgj’flg/mnees of the Central Governmen; By
Om;

: ily / Monthly,
Audit Report 2. period - (a) Daily / MONTEY: L2t o ) e
T |1, Constitution - (a) Executive B T e () one of the Nom- O Birectors, N
Audit RBI, (d) Chartered Accountan’ review the Inter nal Iisp review tpq S a
" — provide direction, t Auditors. Yste
Committee 2. Functions gr muneration of Concurren P e —" m "
2ppoIntmen 205~ <l tin Unlisted Ner CaPital §
irements, 6. Investment in Unlisted Non-g Ung,
;' lslztr?:t?::zr:smreholding (30%), | Market | 7. Depreciation etc. and = Securitjes.S)'
Legal 3- Ceiling on overall exposure to Captt?t h) 7. Special Purpose Certificates
Requirements 3 (5% on Advances and 20% of Net Worth);
4. Investments in Bonds of Corporetes 7. Ready Forward (RF) Deals,
1. Objectives, 8. No Buy—Back,
2. Expertise 9. Brokers, o
::r;tetl;n?l' 3. Separatio,n of Functions, 10. PDO Reconciliation,
nerod in < N
4. Deal Slips, s | 11. Reporting,
;elatit:n tn::ts ¢ — Vouchers, Same Day, PM 12. Review and Audit, and
nvestmen

5. Recording ‘
Vouchersand T+1, 13. Third Party Transactions.
6. Sale of Securities not in hand, —oiiing Bank to the Buying Bank, that the former :

Bank Receipts

BR is an acknowledgement from t ithin a certain time. BRs are ”On‘transfer:br,ecei‘/ed
e,

; iti ich it will deliver wi
payment for certain securities, which 'trities hat are created from the Cash Flows of <

Gover“ment

1. STRIPS = Distinct, separee Secu(a) Coupon Strips, and (b) Principal STRIPS,

- i f_. ;
Security. STRIPS shall consist 0 i oUpon pymits and one Pringi
i i RI all outstanding coup ncipal
2. Stripping results in COUEpOadl;l grRST Igg :f_—orZCB since it has only one Cash Flow at maturity, STRIPg for the

Investment

STRIPS "
i ent. . .
3 ;gizr:iz;o/néj:ciﬂsﬁtution shall be for minimum of ¥ 1 Crore and |n7musltlpfes thereof,
: ds - >eparation of Fyncp;
. LA val | 3. Tenure, 5. Records, [ Ctions
;er\t,.fggg (':?;;; ; siBsks pere 4. Funds Use, | 6. Own Investments vs PMS, 8. Investments and Audit ,
. 5 To-Maturity (HTM), (2) Held—For-Trading (HFT) a-nd
(3)

Investments to be classified into_ — (1) Held—
Available—For—Sale (AFS) categories.

Classification

Held-To—
Maturity (HTM)

' i ion: £,

1. Purpose: To hold till maturity. Valuation: At Cos
2. CeiI'iJng Limit: HTM Investments should not exceed 25% of the Total Invt of the Bank. But .
7\l

Recapitalisation Bonds, (ii) Investment in Subsidiaries and J_c?int Ventures and, iii) InVEStmenE .
Debentures / Bonds are excluded in calculating the above ceiling. in

Held—For—
Trading (HFT)

. Purpose: For trading, i.e. sale within 90 days of acquisition. ‘
Valuation: Marked—to—market basis at monthly or more frequent intervals.
. Gains: Gains realised on sale of Investments in HFT, can be transferred to the IFR, by passin
g

through the P & L A/c.

MI\)H

. Purpose: Investments other than HTM and HFT.

1
Available—For— | 2. Valuation: “Marked-to-market” at quarterly intervals.
Sale (AFS) 3. Gains: Gains realized on sale of investments in HFT and AFS securities, can be transferred ¢
IFR, by passing through the P & L Account. 0 the
1. Reaching 25% Limit: If the Bank has already marked-to—-market, more than 75% of its
Shifting portfolio, reclassification to bring HTM to 25% limit is possible. SR
Investments 2. HFT to AFS: If HFT securities are not sold within 90 days, it is shifted to AFS, wi
, Wit
from one BOD and Asset-Liability Committee (ALCO) / Investment Cc.’)mmittee. h the approval of
:?Izetgzl;y to 3. AFS to HFT: Shifting possible only with approval of BOD and ALCO.
4. From / To HTM: Shifting possible only at the beginning of the accounting year, and not during the

year. BOD approval is necessary. 25% Ceiling Limit should be complied with.

FTR.6
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Issues

l Investmoent
i Fluctuation
Reoserve (1IFR)

!
i
|
|' Repo and

| Reverse Repo

|

Non Pcrformlng
Investments

Y

|
{
|

1.

i
——— 2
| Recognising 1.
| Income from 2.
| Ifl\_.rg_stments <
Verification of
Investments
Types of )
Advances

~tu

fents” Mandbook on Advanced AUNING, Assimands B Profess = ot value

, or (€)™ -

Points to remember A, (D) BoaN th:'-lnl:\"-""' ; p(‘rl(i” of
Manmer: Tranadm o bo done ot least of — (a) Al Quisation ( “;t :“"' Lme of e wAthin a ;
ON Ihe date of tranafer. Deprexaation to be fully l"‘w"l‘-‘lrh,'_' ;\’ 5 Cateqoty e nfoﬂo?; !;hOU’d be
WR O a mibodbmum B%% of the Investment Portfolio (HE T h{ (upto nY%e 7\r4 !;l?Cur"“'“
VO Iaher percent e with approval of Poard of D'“‘dm: in HET and ) tio-
Maxinom amount of gains realized on sale of investments . Adequacy Ra ]
tanateied to the 1FR. ation of capita! th
Balance in 1R con be included in Tier 2 Capital in comput l.e. "below = same S(Ttment to
Transter to Investment Fluctuation R(r,(‘tve_is_if),?rl‘?.rqpl_@—tm'{'t;Tcl—burchas?ﬂith a comm!
- A Repo Agreement s the sale of a security with a comm'U?,S:hasc of security
@ specified price on a specified date. A Reverse Repo is @ P M
lifercn b s arice o Cae b en Sale Price aﬂ.‘ip’lj;?hzzding maturity 2
etween Sale 17—~ n

-_Interest for the period of Repo = Difference nt
e — e h instalme .
Non-Performing Investment (NPI), is one where mtch%":‘({,Udcs certain itef':ts Guarantee:
IS due and remains unpaid for more than 90 days, and i ©) central GO
ate Govt Guarantee, 1= ments,

Dividends,
- Evaluation of Controls,
- PMS Account,
- Confirmations,
- Vouching,
. Examination of Documents,

. Term Loan,
. Foreign Currency Loans,

| [t 5
A 1IN
- pnf(/\
sl

__Spedial Issues: (a) Restructuring, (b) St
nNPL "[4. Fixed Interest Rat
5. Units of MFs, and
6. Broken Period Interest
6. Physical Veriﬁcati'on,
7. Income Recognition,
8. Valuation,

9. Disclosure.

o bearing Instrd

Income on NPI,
Government Guarantee,

Cash Credit,

. Overdraft, " d
i : iscounting an
Working Capital Demand Loan, sing/ Disco

. Bills Purcha
. Export Cref-,////

NOG»n

Restrictions on
Advances

. Directions by RBI,
- Specified Parties,

3. Officers & Relatives, 4 Advances.

ASED an
4. Restrictions on Loans haE IS not

NPA — Meaning

N HIN = .A(.JI\JH UhHhWNR

- Credit Facility (Advance) that ceases to generate I_ncome' for "
- Banks can classify an account as an NPA only if the inter

a Bank.

¢ charged during any au

serviced fully within 90 days from the end of the quarter. 7 Arrangement

8. Advances to “On—Lending

1. Borrower wise Vs. Facility wise :
2. Net Worth of the Borrower 9. Advances with Moratorium Sy
Exceptions to 3. Availability of Security 10. Staff Loans by Natural Cala
General Rule 4. Regularisation before B/S date 11. Agricultural Advances af?aduegta{e Govt. & EXIM Bank
for NPA 5. Take—out Finance 12. Adv. guaranteed by Cen
6. Consortium Advances 13. Export Project Finance peposits, NSC, KVP, LIC, etc
7. Temporary Deficiencies 14. Advances against Term Deposits, 2
1. Income Recognition Norms: General rule — Accrual basis, First time NPAs, Source O
® Other Aspects: Income from NPAs, Commission / Other én;g:/na?;ces.
Credits, Take—out Finance, Central Government and Guarantee
i':far:::r om 2. Exceptions:
® Advances Secured against Certain Instruments
® Appropriation of Recoveries in NPAs
° Re-negotiated / Re—scheduled Loans [ (d) Loss Assets.
Asset Classifn & | 1. Classification of Advances: (a) Standard, (b) Sub—Standard, (c) Doubtful, )]
Provisioning 2. Provisioning: Refer Page 8.29 for details arrangement  or Inter—Creditor

Corporate Debt

Non—statutory,
Arrangement. Audit Procedures are —

voluntary system based on Debtor—Creditor

= 1. Review the credit appraisal.
Rce;: ucturing 2. Review the operations in the account.
( ) 3. Examine disclosure of details of CDR in its Notes on Accounts.
4. Examine latest position of the Borrower Account.

FTR.7
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serles — Advanced Auditing, Assurance and ofe
) e - . Serles — e
Padhuka’s Practical Learning Se Polnts to romombeor 3
s __Pol N
——— =7 r Account, -\
—ssues - 5. See present classification of the ”‘":,?W;i;);z\ cell. .
20 See M5 A " ~ > C had . el e e
6. Rehabilitation program ‘ﬁ""’{f’V"(l-!))‘/' ]('rm. the specfic borrower category for g "”‘"l"llcu,'
SLBALLE Jate credit risk premiun HE feg yo
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3. Check the computation of PV intere

Sacrifice on

NPAs if CDR is : g

undertaken 4. See If entire amount has been -M;{[ILL o
5. Verify provision of adequate security cove

’ ctor Advances
1. Priority Sec A ' ‘
2. Advances covered DICGC / ECGC GUamnter

General Procedures

1. Internal Controls

2. Subsidiary & Control Accounts 3 seasonal Advances

4. Consumer Advances

5. Consortium /\dvances'
g. Inter—Bank !_"f!’fl_fc!f?{"tloﬂ_§gh_cmg

Audit
Procedure for
X 3. Ledger Scrutiny
Verification of 4. Documentation
ont of value of the security.
Nt of
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5. Security
6. General —
: e extent o : :
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Common Collateral Security for multiple advances to

Advances

3
4
5.
6. S,
7. Advances covered by ECGC / DICGC Glg‘gg’}t‘;‘é e
8. Treatment of amount received from D in In which is lower than that st |
9. Account fully secured by the securities the margmt e Pulate ’ rate
lé' SeRmIEaE underj i{ivery—:g;gsstt:gjcyggte:nce terms remaining Unaccepteq

D ntary bills under delivery— ; : j
12, Accéfel;lnrgez bilrI: are classified as ‘Unsecured’ unless c?tl'latecr)':jly secured

Ensure that Advances made against approved securities i )a’i'inst its own sh

2. Ensure that the Bank has not made any Loan / Advances ag ' ares,
: 5. Hypothecation / Pledge

Adv. secured by [ 1.
Securities
1. Sanction
Audit of 6. Insurance
Advances 32 F IS tOCkcts.tE;fements 7. Documents of Title
: . Inspectio £ ;
a Certifi
il P Reports f ' ;\”"r A RarLy Cates
e
Audit of Ady. 1. Policy sl
against LIC 2, Assignment 5. Surre_nder Va.!ue
Policies 3. Premium 6. Unpaid Premia
Audit of Adyv. 1. Legal Opinion 4. Insura.nce
against Imm, 2. Mortgage 5. Valuation Reports
3. Other Documents of Title
4. Packing Credit to Exporterg
5. Third Party Guarantees

1. Bank’s Own Deposit Certificates
2. Hire Purchase Documents
9. Account Analysis

3. Plantations / Standing Crops
5. Borrower Evaluation
10. Statements
11, Provisioning

Property

Advances
against Other

Assets
Advances to 1. Inter{val Controls L
DOTCOM 2. Sanctn_an 6. Security
Companies 3. Execution of Documents 7. Mortgaged Security
4. Loan Documents 8. Account Scrutiny
iti tained therein are being followed properly.

Documentary
Bills Purchased
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= . ; and shor
1. TYoper system of pRtharication for lending mMoney at call &

an Receipts:

FOr Call Lisans, examine - (a) Certincates, andd (B) call Lo

t o = A ynks.
ubtequent repayments recetved from Borrowing rt.nr.t call Loans rec

cived BY LE

h

head- n 5US

4. Call Loans made by the Bank are not netted off ad tassified under thls) nlok'-'"’qc = e
5. Money - market lendings for more than 6 days are not C‘ -hntz"d for and (D o —

6. See if - (a) Interest has been properly accrued and accod e E=a="" ilities

_ depo<it & call loans do not violate RBI guidelines. =5 C’-‘,;}T/-—("’Uld etc n from yabrlt

1. RBI Circulars - ) % o5 Exclus @

6. Inclusion /

nses
7. Provisions for Exp€

2. Audited Branches (12 selected dates)
3. Unaudited Branches

4. Consolidation I 10. sonw-arction
1. Ac(‘oun[lng> I '-_‘-kh-h“(;.‘li—gvaluaﬁon 11. C'E‘SSIﬂC}Z\,SSctS
2. Documents of Title 7. Self-Constructed Asscts 12. sale of tion
3. Vouching 8. Compliance with Statute 13. Dcprccla

4. Transfers 9. Movable Assets

> Cash In Transit
8: write—offs

9. Interest
ps and 4. Other

i ses
4. Prepaid Expen .
5. Debit Balances on Gove

1. C|ass§ﬁcation

4. Ageing Analysis
2. Controls

S. Reconciliation
6. Drafts

Asset itemS:

unt
ent AccO
1. Interest—Free Staff Advances il

2. Security Deposits

Capital of Bank

3. Suspense Account
i Year. etc.
1. Opening Balance of Capital — Audited Balance Sheet of the P’e"f°ﬁsof Shareholders, MO::’ Registrars
2. Increase in Authorised Capital during the year — Special Resolutfl'? r Document, Reports
3. Increase in Subscribed / Paid—up Capital — Prospectus, Other Offe onden
to the Issue, Bank Statement, etc. . Corresp
4. Fresh Contributions from Government (in case of Nationa

ce /
lised Banks) —

Capital
Adequacy Ratio
(CAR)

= jiated
Government Notification or Order, Bank Statement, etc. —elation to the risk assoc!
1.  Meaning: Adequacy or sufficiency of capital resources of a Bank in 5
with its operations. Minimum CAR = 9% eet items] >
2. Computation: [Capital Funds + Risk—-Weighted Assets & Off Br:l_lanf]!:aI Sh ) —
3. Classification: Capital Funds classified into Tier I, Tier II and Tier - (b) Innovative Cap
&,

res,
Restrictions: Banks cannot raise Capital by issue of — (a) Preference Snarese

ital.
Instruments under Tier I Capital, (c) Hybrid Debt Instruments under Tier II Cap

5. Tier I Components for —

i Reserves incl.
* Indian Banks: (Paid—Up Capital + Statutory Reserves + Other d|sc|os$<isf;r:§) Less (Equity
Securities Premium & Capital Reserves arising out of surplus on sale o et ond Brought
Investments in Subsidiaries + DTA under AS-22 + Intangible Assets +
Forward Losses)
* Foreign Banks: Interest Free Funds provided by HO for CAR purposes+
Surplus non—repatriable + Capital Reserve non—repatriable + Interest Free
for purchase of property Less Dr. balance in HO Account, if any.

Statutory Reserves +
Funds from abroad,
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'I Issues 1, T
176, Tier II Components: Un¢ e T
: Rri?/;luation RC?CNCS o Hybrie it ﬁlj?l,l[o]rl] Il{'rzsmvn.
- + Subordinated Debt f_@\iqu_mggt.ﬂq@_ :_f~~ 4 asscts not shown in B/S (¢ ‘
1. Meaning: Value of all Asscts shown m-i/h;sigclali’c.:d with such Items, - Off yg T
be adijusted on the basis of degree of iz £ different Risk Weights (in %) My {
7B t Items: RBI has stipulated di hal Value of the /\rr,nt' o diffe, b,
. . 2. For B/Shec x . eted Value = Nom S5Ct Cataggn, TN My |
Risk Adjusted categories of asset. Risk Adjus y 7 I Ua, i
Assets i ) = Nominal Value % Cree “
i 3 figiugtfidb/Sfleet Items: Credt R;sl:’:ﬁzp: ijrgredit Risk Exposure x fg}r.'fkd'\;-v?("\vr:rvl ""u,/,|
i, . stipulated by the RBI. Risk Adjusted o Cighg.. U.I;j,." '"( ‘
to the relevant counter-party: gl
1. Opening Balances of various Rcsewf\fés y
2. Additions to / deductions from Refsim th'e Reserve Fund
i Reserves and 3. Fact of appropriation of any sum r'um Alc.
t/ Surplus 4. Appropriation from Securities Freml N Overseas pranches.
fj"‘ 5. Compliance with Foreign Laws In respe
4] 6. Dividends paid by the Bank \\\\
i 1. Current Accounts: = S
/i . individual accounts: rol Accounts tally,
'I e 5@1'235:: Safl,azdcl:sdof subsidiary Ledgers anld ::,ea;Ed Cont y
| e Procedure for obtaining conﬁrmatt:;r;eo:‘ gta :erted‘OUt on the Liabilities Side,
" . ~ in Current Accoun ) anifican R
: ID b Bi;\_lag i\}escén C([«Ja) proper authority for revival, and (b) Bignficant reducH R balances
' e Inoperativt = F g,
2. Savings Bank Deposits: .
in individual accounts. Accounts tally.
: VBVE::?;:rS t'Jg!::nces of Subsidiary Ledgers and related Control by
e Calculations of interest. o ts above).
e Inoperative SB Accounts (as given in Current MecaEl] )
Audit 3. Term Deposits: ) h Certificates.
Procedures for | e Covers Term Deposit Recen?t: (Tgff;tzgi fciister =
egotiation 2 :
Internal control over Nég th counterfoils of TDR issued & discharged TDR returneq to Bani

Verification of
Deposits

Ledger & General Ledger.
d on Term Deposits.
n Currencies:

Test—check of Registers wi
Reconciliation of Subsidiary
provision for interest accrued of
Deposits Designated in Foreig
Compliance with RBI & HO instruc
Foreign Currency Deposits (e.g-
rate notified by the Head Office.
Increase or decrease on account'
Interest on deposits has been pal
Conversion of FCNR(B) Deposits intc
procedures relating to pre mature withdrawal.

t Accrued But Not Due,

& reporting of Foreign Currency pe
p.

of the rate notified, has been taken to P & L Account,

d on the basis of 360 days in a year.
to NRE Deposits or vice-versa before maturity

2. Overall Reconciliation and 3. Window—Dre
5. Call and Short Notice

tions for acceptance
FCNR Deposits), have been converted into Indian Ru
Pees at the

SSing.

5. Others: 1. Interes
/ Borrowings of / 1. Disclosure 3. Vouching
Bank 2. Interest 4, Re—discount 6. Branch Reports
General Procedures Specific Contingent Liabilities
1. Parties, 1, Claims against the Bank not acknowledged as depys
2. Adequacy of Controls, 2. Liability on Partly Paid Investments, !
. 3. Identification, 3. Liability on Outstanding Forward, Exchange
Egg::;%esnt 4, Recording, 4, Guarantees given on behalf of Constituen%s, O,
5. Year-end amounts, 5. Acceptances, Endorsements and other Obligations
6. Import LC's, Trade Credit, 6. Other Items for which the Bank is contingently Iiat;Ie
7. Other Parties and 7. Bills for Collection. :
8. Management Representation.
/ Acceptances, / 1. Adequacy of the internal control over LC Forms.
Endorsements | 2. Balance of LC from the Register maintained by the Bank.
FTR.10
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Asstls

Iss —————— " points to remember
= = —— : - , —— T eucd. . Guarantee
atc. T Guarantecs of the customers, COpies of the LC issued g. Rank (m_.n(r:l e
Audit . Loans and Advances | 5. Incidental glm:slt'_?i orC a, Letter “" z
6. Demand Bills Purcihvs m,l)nl’f’t*“*‘ J—

Programme for
Income Items

Processing Fees

Dol Iy N
Penal Interest

7. Inland Bills Dis\'nunlml o

Insoaction Charges = 3 E\pbnh‘c-
: : of the figure . |

|

of' Intere

puslls.

overall reasonableness o
donthe relevant de

erall re
~pare the average rate of interest pai

/
B
= F

40 1 e i ;L- G 1) e Vb 1D s

Expenditure i agerate Of K sl basls
Verification Check the calulation of Salaries & AllOWaNEEs £ 0 hs, on random sample DA a1 Income.
Vouch the Operating Expenses incurred for a fow n_k‘”l ol itemns of opcrntiﬂg _E.\P_K_’ S
Perform analvtical review by comparing the ratio of various RETE= 7 Deposits

Foreign Trans!ation | 1. Frofit / Loss g, Country Risk
Exchange Classl ion 5. Guarantees g, peals VC"“_"_’?E‘l'?_'L—*-'-—"."‘“'ﬂ;
Transactions 3. Inter-8ranch Transactions 6. Revoniliation ____—— = “Locks of Foreian currencies
| 1. In onder to be able to put thmug-ﬁ?orc\' transactions, Ban!\'s mC:"‘_t:.’:: ['-;,-nncht-:s / Correspondentsl; y
NOSTRO | the form of Sank A/cs (usually Current Accounts) with their OVErstes o centre is designated by i
| 5. A Foreign Currency Account maintained by Indian Banks at thel! qu-”‘*‘.' ccount with its New Yor
OIS as NOSTRO Account. Example: A Bank in India maintaining a Us Doc;‘:l‘.TRO sccounts .
O e’ Sranch/ Correspondent, is designated by the Indian Office as NO: - *I;"a'iéadﬁ;ﬂ;;ch / office /
| A Foreign Bank in anather country maiﬁtains stocks of Indian R-upees \il[h tltlc.Ht &% gabdias any other
VOSTRO ; Correspondent. Such Indian Rupee A/cs are designated as VO&.TRO~A-LLOUHV-OSTRO Account in / Rupeeé
Accounts | account in the local currency. Example: A Bank in Germany maintaining @ o
Terms with an Indian Bank. > . m&,-em a
LORO A/c | It is a record of an account held by a second bank on behalf of a tlnrdrp?qutzjr. I;rlfyfln acc s
ank remits funds in FOREX to another bank for credit to an account of third p
| Statements as required by the Memorandum of Changes.

cessary adjustments in Financia
t Interest on inter-Branch transa
ccounted for at HO are proper
d Doubtful Debts.

N
Items that are a
Debts and Provision for Bad an

~

=
€ ctions is reversed.
ly taken into account.

| b
1
2.
| 3.
Provision for 4, Ba
Taxation | 5. Sec.43D of the Income Tax Act is complied with.
J: 6. DTAA’s are considered wherever applicable.
| 7. Deduction of HO Expenditure for Non-Resident Banks. =
| 8. Compliance with Interest Tax Act, 1974 in respect of computation of Interest Tax liability.
Audit of | 1. Interest on inter—Branch balances 5. Unaudited returns
Consolidation | 2. Notes on Accounts in Branch Returns 6. Non-recelipt of return from any Branch
of Branch f 3. Special attention to large advance accounts 7. Overseas Branches
Returns | 4. Memoranda of Changes =]
E | 1. Nature of Reporting 4. Fraud Reporting Compliance
raud | s :
Reporting : 2. Classaﬁcanon-of Fraud_s 5. Frauds by Unscrupulous Borrowers
| 3. Other Reperting Requirements

4 Auprit of NBFC's

EFTR 45 = & AwcoNRCS

Points to remember

Issues i
| a Non—-Banking Financial Company means:
Definition (i) A Finandal Institution which is a Company,
il A Non-Banking Institution which is a compan ith princi i ivi ;
[Sec.45-I(f) of (i) : pany, with principal business of receiving of de
RBI Act] ( under any scheme or arrangement or in any other manner, or lending in any manner, ’ S
(iii) Such other Non-Banking institution or class of such institutions, a ’
) s the Rese i
previous approval of the Central Government may specify by notiﬁ;:ation. RN e
£ : A Non-Banking Financial Company is allowed to comm i
i?tt_:jr:sérBaIUOn Financial Institution only after obtaining a certificate %r}cfeoggs?;ﬁr\é):r}stshueeguglnﬁs ol i e
India. It shall have a minimum Net owned fund of X 2 Crores. rticiResenRbnle

FTR.11
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or UNDERTAKINGS
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———

|

'C&AG '

|
1

: g:vt' Audit
A p?"diture_
udit Principles

5. Sub 3
-2 Submissio :
'on of Report to President/ Governor, and placed in P

| 2. Audit
of Sa z
nction - (a) Item of expenditure is properly covere

VUAUDIT OFr PuBLic SECT

e ——————

— —_ -

Foints to Temaimber TeariL 2

1. Apoor——————
2. Rgnofclsie[db by President of India.
[e
Powerg an; SSSSQ of Parliament; majority of not less
4. Accounts maint les — As prescribed under the C & AG Act, 1971
ntenance — as prescribed by President based on C & AG'S advice.
nent/ Legislature. fin S

arliarent/ Leg] I
ith relevant provisions of the

than 2/3 of the members.

1. AUdlt .
aga
CO“SUtugo:\nZt dRul&‘ and Orders - Expenditure conforms W
nd financial rules issued by a Competent Authority,
d by a sanction, either general or

Speci
3. A?Jditala'gi?r?sibg authority sanctioning is competent. .
and appropriati rovisions of Funds — (a) Expenditure incurred is for the purpose to wihich grant
4. Audit of p ion has been provided, and (b) amount does not exceed the appropriation made,
ropriety — Focus on — (a) Prudence, (b) Proper Sanction, (c) General Benefit, (d) Mo

i . Spec;ial Incentives.
fﬂmd‘\ . :\eéglé of Performance — Analysis of — (a) Efficiency of Operations, (b) Economical use of
; Rng': of Gowvt, 1 Ass&‘rces, and (c) Effectiveness of projects. .
’\.LS\ fr sment, 2. Procedure for Collection, 3. Implementation, 4. Monitor over irregularitics and
Nauds, S. Review and suggestions ’ '
T i ature : -
Eypes of Public 1. D Audit Undertaken by
nterprises 2- SteaF;al’tmental Enterprises 1. CRAG
- 3: Gov:tOF\/ Bodies 2. Depends on Governing Statues
Audit of e rnment Companies 3. Statutory Auditors appointed by C4AG
ggvernment > SPpOmtment by C & AG of India
mpanies - Powers of C & AG — (a) Directi i i st
review Audit Report. (a) Directions for audit, (b) Conduct Supplementary Audit or Test Audit, (C)
1. '1I'he C & AG can issue directions to the Statutory Auditors appointed by C&AG ufs 139(5) or
) 5 39(7) on the manner of conduct of audit.
Audit of . The Auditor to submit a copy of the Audit Report to CBAG including (a) Directions issued by
Government C&AG, .(b) Actions taken and (c)Its impact on the A/cs and FS of the Company.
3. C&AG is having right to Conduct a Supplementary Audit within 60 days from the receipt of

Companies Duties

Audit report. C&AG can Comment upon or Supplement the Audit Report.
Comments / supplement shall be forwarded and placed in AGM similar to Audit Report.

4.
The C&AG, may order for Test Audit for Companies covered ufs 139(5) or 139(7).

5.

Reporting by BOD

mments — full information and explanation to be given by BOD u/s 134

1. Response to Auditor’s co
anies Act. However BOD to give full

2. Response to C & AG’s comments — No provisions under Comp
explanation regarding the negative remark commented.
an Annual Report on the working &

Annual Reports
on Govt Cos.
[Sec.394, 395]

Where CG or 1 or more SG (s) is/are Member(s) of a Govt. Co.,
affairs of that Co. shall be — ‘
(a) prepared within 3 months of the AGM in which the comments given by CBAG & Audit Report u/s

143(6) considered.
(b) laid before both Houses of Parliament / State Legislature.

Public Enterprises
Audit

1. Objectives — (a) Accountability, (b) Assistance and (c) Improvement.
Financial Accounts, Compliance with Procedure, Rules & Orders, Efficiency, Economy,

2. Scope -
ness, Propriety, and Examination of Management decisions.

Comprehensive
Audit of PSU’s

Effective
1. Criteria — Achievement of Goals, Use of Public Funds, Plans and Performances, Cost Efficiency,
Guidelines, Independent, Standards and Propriety.
Organisation, Systems, Organisational effectiveness, Capacity

2. Areas — Investment Decisions,
ts, Costs and Prices, Functional Aspects.

utilization, Utilisation of factor inpu

Committee on
Public

Set up by Rules of Lok Sabha, to perform the following functions — (a)
examine working of PSUs, (c) review workings of Govt. Companies, (d) follow up action on the C &

AG’s report, (e) conduct functional studies.

Undertakings
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Study C &AG's Audit Reports, (b)



g

d Professional Ethics — For CA Final - FTR

B, ol BUR AN

Assurance an
 Assurance <

"ﬂ(" e p iti
: - huka's Practical Learning Series — Advanced Auditing,
~Issues Points to remember i
) otc sought to be removed. performance expected to improve,
; jectives. :
rcial obj Zero Based Budgeting are adopted,
mber of grievance complaints hang
eq

1. Traditional polices, red tapism,
2. Balance between social and comme VES.
3. New planning systems like Management By O.bja.ectlves, i
4. Performance Indicators — unlike traditlor;:'al indicators, n
and settled, Labour Turnover etc. are used. ¢ "
P nagement systems, perf
New forms of reporting on fund utilization, resource manag y P Ormang,

curl’ent
developments

and not only on documents, voyc
(c) verification of Vigu:fcrs
and (d) ensures higﬁ

appraisal, etc.

6. Audit by in—depth basis once in five years. —

Features: (a) Emphasis on substance of transa 1ons, e i

and evidence, (b) scrutiny of executive_: actl_ons andﬁdeaa&;ié S erEy

exercised by Officers in respect of expenditure incurred from P

standard of public financial morality. Spedial Incentiv

R i eneral Benefit, (d) No Sped e

Prindples: (a) Prudence, (b) Proper Sanction, (C)f Security on seéured Loans not prejudicial to the

Company which are

Propriety u/s 143(1) Inquiry — (a) Terms o g f the
i i s. (b) Transactions o
interests of the Company or its member (ej)udicial to the interests of the Company, (]

represented merely by book entries are not pr S el
i tment Company or a Banking r € been
Investment of Companies other than Inves D el Expenses e Do cheae] =

sold at a price less than the purchase price,
Lack of Auditing Propositions, (c)

Propriety Audit

d Concept, (b) ;
hanical Application. )

terprise—wise propriety aspects, (c)
) Objective judgement.

for the purpose of providing an
activity, or function.

Revenue Account.
Problems of Propriety Audit — (a) Time—base

Subjectivity, (d) Generalised Norms, and (e) Mec
5. Problems can be overcome by: (a) C&AG Norms, (b) En
Qualitative cum Quantitative factors, (d) Situational Factors, & (e
Meaning: Objective and systematic examination of evidence,
independent assessment of the performance of a Govt organization, program,
efficiency, and effectiveness of policy, Programme,

Meaning &

Objectives of
Performance Objective: To evaluate economy,
Audit Management and Organisation.
3. Performance Audit in PSUs is conducted by the C & AG.
e Economy & Efficiency Audit: Auditor’s duties include — determining whether the Entity is
and using its resources (e.g. personnel, property, etc.) economically

acquiring, protecting, ) > I r :

Types of and efficiently, the causes of mefﬁc:enqes or uneconomical practices, and whether the
Performance Entity has complied with laws and regulations on matters of economy and efficiency.

e Program Audit: Auditor’s duties include determining the extent to which the desired

hed by the legislature or other authorizing body are being

nizations, programs, activities, or functions, and whether

results or benefits establis
achieved, the effectiveness of orga c :
ant laws and regulations applicable to the program.

the Entity has complied with signific

Accountability to the Legislature/ Executive Officer. ) )
Prudence: Observe care and due diligence in sanctioning of any expenditure.

Monitoring of the Management’s Actions by the C & AG, CVC, etc.
Efficiency: Maximization of output at minimum expenditure.

Audit

Management’s
Responsibility

PUN K

Step 1: Audit Planning

1. Determine Objective, Scope and Methodology of Audit.

2. Auditor’s duties: Consider needs of the users, obtain understanding of the Program, consider
legal and regulatory requirements, consider Management controls, Identify criteria needed tq

evaluate matters subject to audit, Identify significant findings and recommendations, identify
potential sources of data for audit evidence, consider use of other Auditors.

Step 2: Determine Significance and User Needs
1. Significance of a matter refers to its relative importance to the audit objectives and potential users of the
Audit Report. Both qualitative and quantitative factors are important in determining “Significance”.

Steps in
Performance
Audit 2. Awareness can help Auditors judge whether possible findings could be significant to other users
Step 3: Understanding the Programme .
1. Auditors’ understanding may come from — (i) previous knowledge about the program, and (ii)
knowledge they gain from inquiries & observations made in planning the audit.

2. Aspects covered: Laws and Regulations, Purpose and Goals, Efforts, Program Operations

Outputs and Outcomes.
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