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o Applicable provisions of Indian Electricity Act and Electricity Supply Act with respect to 
maintenance of Accounts, Reserves etc.

o Recording of consumption of electricity by Consumers
o Applicable tariff for different category of consumers
o Collection from consumers at collection points , from collection Agents, online credits etc.
o Consumer number-wise collection reconciliation
o Installation and Equipment/Meter sale , re-connection proceeds and reconciliation
o Overdue consumer numbers and necessary steps
o Reconciliation of Rebates , applicability/eligibility and availing the same
o Accounting of Security Deposits ( SD) received and up-dation due to higher consumption
o Collection of enhanced SD
o Expense booking ( all expenses) and payments
o Stores , issue procedure and consumption
o Fund allocation for capital expenditure and Capex spent
o Fuel surcharge and computations, claims
o Depreciation and other applicable charges
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qAvailable facilities ( Loading, Unloading, Anchoring, Dry-docking etc.) and applicable tariff 
structure against each 

qAgency agreements for specified period and with facility-wise tariff structure
q Pass-on cost and inclusion in agreement
qAccounting for services delivered and billing
qCost for dredging and creek cleaning for maintaining floatation
qMaintenance expenses for capital assets like floating cranes, mechanical berths, weighing 

facilities , storage areas etc.
qPilotage facilities and cost 
qForce majure and it’s inclusion in Agreements
qAdequate Security arrangements to protect goods and facilities and cost therefor
qSourcing of technical grade employees like swimmer, anchoring staff etc.
qFinancing arrangement and cost thereon
qTracking performance with gestation period of the Project
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vFleet size including owned Vessels and Chartered Vessels
vFlag of Chartered Vessels and related fees
vThird Party Chartering Agreements ( Time Charter and Cargo Charter) with financial exposure
vType /Capacity of Vessels/Tankers ( Suez Max, Panamax, VLCC etc.) and related capacity with 

cargo specification 
vVessel Registration and charges
vInsurance and Depreciation
vComputation of ‘Demurrage and Detention’ vs ‘Dispatch’ as per lay can period
vForce majure and delays ( without penalty )
vLoading and Unloading operation
vPortage and other charges payable
vBenchmarking of freight against Baltic freight
vBallasting and Fueling cost
vOn board crew and legal formalities
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üParticipation in bidding process acquire ‘mining rights’
üDocumentation as to ‘right to carry out mining operations’
üConditions as to stowing and plantations during mining operations
üPermission for operations with specific conditions e.g digging instead of blasting
ü Lifting volume and royalty and Govt. levies as maintained in lifting Register
ü Expenses on removal of overburdens, stowing operations and greenery
üContractual arrangements for lifting and transportation from pit to weigh bridge and further
ü Listing of owned capital assets used in operation and depreciation there on
üMaintenance expenditure and fuel cost for equipment and vehicles
üPayments made to Contractors ( lifting basis and/or manpower basis)
üPayment for Equipment hiring charges ( volume based and/or period based)
ü Estimation of mined product lying near pit ( not removed)
ü Safety measures at site
üAppointment for Statutory positions e.g Mines Safety Officer, Mines Manager etc.
üQuality assessment ( exclusion of off-specification) of lifted material
ü Lifted volume certification and reconciliation
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Ø Land rights over plantation area and demarcation between different Estates
ØEstate Manager/s  and their responsibilities
ØAllocation of expenses for Capex, Opex and New plantations
ØExpenses on up-keep and maintenance of plantation area/s
ØCollection records for Leaves, Beans and Latex ( as applicable to different plantation areas)
Ø Labour rates applicable, Billing therefor and Payments
ØCertification of Jobs and Payments as per agreed rates
Ø Stock of different products ( Raw Leaf, roasted leaf and Beans , Latex, Finished products etc.
ØQuality assessment and gradation of Product ( Tea, Coffee etc.)
ØCompliance against statutory responsibilities
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§ Capital Budget for Vehicle purchases 
§ Budget for major overhauling and actual spent
§ Vehicles Registration and Ownership right
§ Obtaining rout permits for operating in State/National destinations
§ Monitoring of running expenses like fuel, tyres replacement , spare parts life cycle etc.
§ Operators ( Driver, Helper etc.)attendance and payments
§ Sale of Tickets ( number control over tickets) and booking charges
§ Passenger per Km. cost and Revenue ( guide to fix Ticket /Revenue)
§ Vehicle-wise Log Book maintenance and checking for mileage , fuel performance etc.
§ Finance cost and allocation to Vehicles for cost accumulation purposes
§ Compliance w.r.t PUC (Pollution Under Control) certification, Certificate of Fitness etc.
§ Cash , petty cash physical count against Cash Collection Statement
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qCirculation statistics
q Distribution and reach strategy 
qCommission structure of Agents engaged in distribution
q Cost on Permanent News Reporter , Photographer and news collected through freelancers
qNewsroom activities and editing before printing the news item
qAdvertisement tariff applicable for different days based on visibility ( size) and prominence of 

news page
qAdvertisement booking, date of insertion and collection
qCo-ordination and cost for printing newspaper in different presses ( capacity constraint at a 

single place)
qNewspaper return from Stands , acknowledgement of receipts and value adjustment 
qHonorarium agreed and paid to Guest Column writers
qPurchase Orders for Newsprint, Ink etc. , Receipt of Material and payment for such Expenses 
qMaintenance of Printer and Depreciation of equipment
qCost of preserving Published copies ( preferable electronic mode) for  future reference
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Nature of Logistic Services – Transportation of Goods, Rake Clearance ,Warehousing, Handling and Distribution

q Owning fleet 
q Local / National Permit
q Arranging fleet from open market
q Loading
q Unloading
q Delivery and Acceptance
q Certification of Volume by the User
q Rate Agreement/Contract
q Billing 
q Collection 
q Taxation implications
q Recovery by User for short/defective delivery
q Payment to Staff/ Driver/office bearers 
q Fuel and Vehicle Maintenance cost
q Security Deposit made to User and recovery on discontinuance of service
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q Authorization from Railway 
q  Loading and Unloading volume certification
q Rate Agreement
q Billing and Collection
q Own/arrange warehousing
q Municipal approval for Warehouse
q Stock maintenance
q Despatch from warehouses
q Maintenance of records for receipt/dispatch and stock movement
q Short /Excess Reporting
q Ambiance maintenance
q Payments to Loader /Despatch Gang
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ØDevelopment right over the Land ( purchase or joint development)
ØProject approval from appropriate authority
Ø Land Sketch and development plan
Ø  Project cost estimation and financial arrangement/tie-ups
ØProcurement of necessary materials for construction /development
ØNumber of Units and budgeted Cost for each
Ø Specific inclusions and exclusions in Sale agreements with the Buyer to suit their purpose
ØCost plus Contract
ØPartial completions and recognition of revenue /profit
ØObtaining necessary certification for part /full completion of the Project
Ø Sale deeds and handover of ownership rights
ØCollection of proceeds
ØUpdate and completion of accounting process



A cost audit comprises the following :

Verification of the cost accounting records such as the accuracy of the cost accounts, cost reports, cost statements, cost data
and costing technique.

Sl.No. Elements of Cost
1Audit of Production -Product wise
2Audit of Raw Material Cost
3Audit of Key RM Inventory status
4Audit of Electricity Cost
5Audit of cost of electricity generated by DG ( Diesel Generator)
6Audit of Demineralised water cost
7Audit of Steam Cost
8Audit of Stores and Spares cost
9Audit of Repair and ,maintenance cost
10Audit of Employee cost
11Audit of Oinsurance cost
12Audit of Depreciation cost
13Audit of Administrative Cost
14Audit of selling and distribution cost
15Audit of packing material cost
16Audit of sales value
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Cost Audit Program for elements of Cost : Audit of Production –Product-wise

o Whether appropriate cut-offs are observed to identify calendar dates with stages of
production?

o Whether organizational guideline is in place to identity percentage completion in different
product stages?

o Whether Finished products, Work In Progress -WIP ( SFG Semi Finished Goods) are segregated
and considered Accordingly?

o Whether products manufactured and capacity available are compared to find out utilization?
o Whether only Quality approved products are declared as ‘production’ and considered for

further analysis?
o Whether any incremental capacity reckoned for actual product-wise higher output?
o Whether technological improvement caused higher product-wise output?
o Whether efficiency enhancement of labour force resulted in higher output?
o Whether production tracking over a period of time (say 5-years) captured for further analysis?

263



Cost Audit Program for elements of Cost : Audit of Raw Material (RM)Cost 
ü Whether BOM ( Bill Of Materials) includes every element/item required to carry out Production with Product-wise 

details.
ü Whether a Budget with expected price is made for all key raw material?
ü Whether any subsequent changes in BOM are updated for considering consumption?
ü Whether a variance analysis is carried out at periodical intervals to assess actual cost is within a reason level?
ü Whether high difference is analysed to pre-empt any possibility to avoid/reduce such implications?
ü Whether receipting process is in place and inventory updation carried out on real time basis?
ü Whether storage is made appropriately without any possibility of mix-up, spilling over and losses due to airborne?
ü Whether inventory movements are made against approvals of appropriate  authority?
ü Whether raw materials including bulks are issued for consumption/kept in storage against a proper method of 

measurement?
ü Whether perpetual and/or quarterly physical verification process is in place?
ü Whether the difference between Book Stock and physical stock adjusted in the relevant period of accounting?
ü Whether the Ordering process considers , (a) EOQ (b) Lead Time ( c ) effective life of RM etc.
ü Whether the entity having a policy to identify slow and non-moving raw materials and fixing level for provision against 

such items?
ü Whether a material codification logic is followed for identification of  imported and local raw materials ( having similar 

look but difference in price and effectiveness)?
ü Whether abnormal loss of material is appropriately treated?
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Cost Audit Program for elements of Cost : Audit of Key RM Inventory Status

qWhether by value or volume the list of materials qualified as ‘key’ Raw Material ?
qWhether the entity having a stocking /holding policy for such items for continuity of 

production?
qWhether the prevalent consumption pattern justifies the pre-determined inventory holding

policy?
qWhether any improvement in lead time , delivery conditions etc. explored to reduce the

volume at hand/yard?
qWhether low inventory ever caused production stoppages?
qWhether comparison made for holding cost over a period of time ( say 3-years)?
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Cost Audit Program for elements of Cost : Audit of Electricity Cost

v Whether all Cost Centres ( Production and Utility ) are mapped for electricity consumption, e.g Kiln, Grinding , 
Packer ( Prodn.) and Air Compressor, Chilling Plant etc.( Utilities)

v Whether Electricity consumption standard and required heat is mapped against each of the facilities.
v Whether actual electricity consumption is in tandem with output/Production from each of the facility e.g Packing

Volume vs. electricity consumption, Kiln consumption vs. Clicker produced , Grinding Mill electricity consumption
vs. Cement manufactured.

v Whether difference between actual consumption and Standard mapped and reason for such differences are
validated.

v Whether self generation of electricity for captive consumption and buying are appropriate metered and allocated
to cost centres.

v Whether calibration and certification there of obtained for entire metering process.
v Whether appropriate allocation methodology is followed for common area of consumption.
v Whether source-wise electricity cost is analysed for appropriate cost allocation and product-wise absorption

purposes.
v Whether cost trend over a period ( say 5-years) is analysed planning power cost scenario and possible

requirement of Capex in the area.
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Cost Audit Program for elements of Cost : Audit of Electricity Cost ‘ DG

§ Whether fuel ( diesel) , repair and maintenance and other running expenses are captured and 
monitored properly?

§ Whether DG run Hours and purpose are recorded ?
§ Whether record for units generated and purpose of usage are maintained ?
§ Whether meter readings are recorded at specified periods?
§ Whether fuel consumption vs. units generated are maintained over a period to measure 

(a)fuel efficiency (b) DG efficiency
§ Whether appropriate consumption points are mapped and DG distributes electricity 

accordingly?
§ Whether consumables are properly allocated and certified as usage to run DG Facility.
§ Whether depreciation and other overheads are charged to appropriate Machine ( where 

multiple DGs are used)
§ Whether calibration of meters and reading accuracy is ensured?
§ Whether DG Cost and other source-wise cost is captured , compared to assess alternate 

possibilities?
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Cost Audit Program for elements of Cost : Audit of Demineralized Water (DM)cost

o Whether allotment of ‘Cost Centre’ and capturing of cost is carried out properly?
o Whether element-wise cost with volume of consumption is maintained ?
- Volume of filtered water 
- Volume of chemicals
-Electricity used in TP(Treatment Plant)
o Whether volume of DM Water generated are captured correctly ?
o Whether use points are mapped and consumption of DM Water captured appropriately?
o Whether a proper cost structure is in place and DM Water consumption data ensures 

accuracy?
o Whether all relevant cost including deprecation captured in DM Water Cost Centre?
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Cost Audit Program for elements of Cost : Audit of steam cost

o Whether running hours of Boiler and Stem generated are (Mt.) are recorded ?
o Whether all relevant Boiler running expenses/consumptions like DM Water ( Ltr.), Electricity

(KWH), Fuel ( Light Diesel Oil , Coal (Mt.) , Steam consumption etc. are recorded and
maintained.

o Whether line losses are measured for future corrective actions.
o Whether standard requirement ( Mt.)of Product (Mt.) are compared for any probable variance.
o Whether high consumption areas are covered by Meters and meter readings obtained at fixed

intervals.
o Whether consumption variance ,if any, is analysed for understanding the reason ( e.g leakage

in pipe lines, erroneous reading of meters, inactive meters etc.)
o Whether manpower cost , consumables and other Boiler House related cost ( e.g repair,

maintenance etc.) are booked timely and correctly.
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Cost Audit Program for elements of Cost : Audit of Stores and Spares cost

qWhether Cost Centre-wise Requisition for  Spares are maintained to arrive at total requirement 
of Spares at Unit/Entity level.

qWhether to support the above and to avail ‘price advantage’ , appropriate codification logic is 
in place?

qWhether Spares are classified under A,B , C Category to exercise proper supervision and 
control.

qWhether there exists any organizational Guideline to differentiate between Slow, Non-moving
spares based yearly consumption history?

qWhether appropriate valuation methodology exists for Stores and Spares falling under Slow,
Non-moving category?

qWhether Product-wise , Plant-wise, Cost Centre-wise Spares issues and consumption are
tracked ?

qWhether accounting guidance for recording Stores and Spares to appropriate ‘cost centres’ /
’Plants’ in place?

qWhether the ‘Spares Control Account’ is reflected in Trial Balance and tallied.
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Cost Audit Program for elements of Cost : Audit of Repairs and Maintenance Cost

üWhether Repair and Maintenance Costs are attached/tied against each of the ‘Cost Centres’?
üWhether age of plant along-with ‘Repair Maintenance expenditure ‘ ( R & M spent trending

higher) compared to ‘Plant Value and remaining life’ decide on replacement of the asset.
ü Whether all ‘R & M Expenditure’ booked to appropriate ‘cost centres’?
üWhether ‘Repair and Maintenance cost’ per Mt. of Product indicating a ‘rising , falling or

constant’ trend?
üWhether a ‘R & M Budget’ is prepared to keep the expenses within the limit?
üWhether ‘ R & M Cost’ is bifurcated into “ Normal , Special, Shut-down, Break-down “ etc. to 

have ( R & M) better visibility on normal and abnormal Cost hike.
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Cost Audit Program for elements of Cost : Audit of employee Cost

qWhether Employees whose names are appearing in the ‘pay roll ‘ only considered for
‘employee cost’?

qWhether permanent deployment with contractual pay, also clubbed as ‘employee cost’?
qWhether employees are tagged against each of the ‘cost centre’ whereby cost centre-wise

‘pay roll’ cost can be validated?
qWhether any employee movement , A-D-C ( Addition –Deletion- Change) tracked immediately

against relevant ‘cost centre’?
qWhether ‘product cost build up’ considers ‘cost centre-wise’ employee cost ?
qWhether trend analysis is carried out for employee cost captured over a period?
qWhether such trend indicated employee performance improvement overriding ‘inflationary /

statutory increases?’
qWhether industry-wide bench marking applied for ‘employee cost’ of the relevant industry?
qWhether ‘employee cost’ as percentage of product cost analysed for cost reduction/

minimization purposes?
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Cost Audit Program for elements of Cost : Audit of insurance Cost

vWhether ‘cost centre-wise’ Assets are identified and tagged?
vWhether abovesaid Assets are covered against insurable perils obtaining appropriate policy

cover under individual policy or ‘umbrella policy’ ?
vWhether Premia cost against each of the Asset/Cost Centre are identifiable and captured?
vWhether new assets are also covered immediately and premia cost allocated to appropriate 

asset cost centre?
vWhether ‘cost centre-wise’ insurance cost allocation being checked and any Y-O-Y variance can

be validated with proper reasoning?
vWhether monetary impact of insurance cost with  product-wise absorption compared for 

product cost movement purposes?
vWhether impact of changed output considered to measure movement of ‘product-wise 

insurance’ cost?
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Cost Audit Program for elements of Cost : Audit of depreciation Cost

qWhether ‘Cost Centre-wise’ Assets are identified and depreciation against those are captured
for the period under review?

qWhether new installations are mapped and considered on the depreciation schedule?
qWhether ‘product cost’ includes depreciation as per aforesaid calculation?
qWhether individual asset performance and remaining life considered for depreciation
assessed?

qWhether reason for sudden increase or decrease in depreciation cost w.r.t ‘cost centre’ /s
analysed for the ‘root cause’?
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Cost Audit Program for elements of Cost : Audit of administrative overhead Cost

ØWhether specific guideline is available for the heads of expenditure to be considered as 
‘Administrative Overhead’?

ØWhether Year-wise administrative cost break-up is available w.r.t Product, Cost Centre ?
ØWhether allocation/apportionment of administrative expenses are carried out logically and 

consistently the same followed?
ØWhether any abnormal increase/decrease noticed in administrative overhead cost and also in 

the Product?
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Cost Audit Program for elements of Cost : Audit of administrative overhead Cost

ØWhether specific guideline is available for the heads of expenditure to be considered as 
‘Administrative Overhead’?

ØWhether Year-wise administrative cost break-up is available w.r.t Product, Cost Centre ?
ØWhether allocation/apportionment of administrative expenses are carried out logically and 

consistently the same followed?
ØWhether any abnormal increase/decrease noticed in administrative overhead cost and also in 

the Product?
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Cost Audit Program for elements of Cost : Audit of selling & distribution O/H Cost

qWhether categorization of Selling and Distribution (S & D)cost available at the organizational
level and Product, cost centre-wise also?

qWhether Selling and Distribution cost at product level as a percentage of COGS is fixed?
qWhether Y-O-Y (year on year) S & D Cost trend over a period is analyzed to get a feedback on 

the responsible account head , where expenditure trend is much higher/lower than 
anticipated?

qWhether sound logic based allocation /apportionment principle is followed for overhead cost 
division?

qWhether the principle followed for allocation/apportionment is consistently followed year 
after year?

qWhether per Unit increase/decrease in S & D Cost at each of the Product level considered for 
‘price fixation’ ? 

qWhether infrastructural improvement and/or change in sales policy evaluated for 
increase/decrease of S & D Expenditure.
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Cost Audit Program for elements of Cost : Audit of Packing Material Cost

vWhether Primary and Secondary Packing Materials are identified based on usage purpose?
vWhether special packing opted by bulk buyers are recovered via Invoice Price?
vWhether proper consumption record is maintained and the same compared with standard set for Packing

Materials?
vWhether any abnormality being noticed in the Packer , which resulted in high abnormal consumption of packing

materials.
vWhether quality of packing materials ensured before they issued to ‘shop floor’ for consumption.
vWhether consumption trend is examined for the Products which are ‘key products’ at least for last five years.
vWhether packing material rates , examined for last few years ( say five) and how packing materials can be

replaced to withstand price pressure.
vWhether separate codification logic is followed for ‘self produced’ packing materials and cost for the same.
vWhether Inventory records are maintained for above ‘self produced’ items w.r.t generation, Issue and

Consumption.
vWhether change in procurement cost of packing items are accumulated for impact analysis and examine the

possibility of pass on to consumer.
vWhether any abnormal cost is identified for appropriate treatment?
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Cost Audit Program for elements of Cost : Audit of Sales value
vWhether Product portfolio/Product Basket considered entirely to arrive at sales value?
vWhether increase/decrease in volume of the Product portfolio impacting sales value?
vWhether market price movement, discount structure etc. attributing to sales revenue 

fluctuation?
vWhether product-wise contribution is analysed to improve sales performance?
vWhether new launches, change in product portfolio results in higher sales volume/value?
vWhether higher sales value achievement is at the cost of higher Sales and Distribution 

expenses/expenditure?
vWhether appropriate cut-off being observed to determine sales value for the relevant period?
vWhether sales return and defective supplies are netted off for the purpose of sales value 

declaration?
vWhether sales value trend is considered for equivalent periods of different accounting 

periods?
vWhether sales budget is realistically set for comparison with actual achieved?
vWhether analysis along-with root cause carried out to observe sale value variance on Y-O-Y 

basis?
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q The two words Management and Audit creates a new word ‘ Management Audit’. The newly formed word exactly answers
the most pertinent question-why management audit is necessary for an organization? They are efficiency and profitability.

q Management Audit is a future-oriented, independent, and systematic evaluation of the activities of all levels of management for
the purpose of improving organizational profitability and increasing the attainment of the other organizational objectives
through improvements in the performance of the management function, achievement of program purpose, social objectives and
employees’ development. -The Institute of Internal Auditors Inc.

q Objectives of Management Audit:

� It helps management in setting sound and effective targets.
� It suggests management in getting desired results and revealing any defects and irregularities in the process of 

management.
� Management audit helps the management in the effective discharge of their duties.
� It helps in the coordination of various departments.
� It facilitates the training of personnel and marketing strategies.
� It also helps in comparing inputs with outputs.
� It ensures strong relations with outsiders.
� It also helps in ensuring that the organization has the most efficient internal organization.
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q A management auditor should have good knowledge and experience of Managerial Functions.
q An Auditor should have good knowledge of financial statements analysis techniques.
q An auditor should know human resource accounting and social accounting.
q He who knows about economics and business laws, etc.
q He should be through in understanding operational ( Production, Sales ) aspects.
q Understanding the working of the organization and its problems is also required.
q An Auditor should have sound knowledge of preparation and understanding of financial statements.
q He should know and understand the objectives of the organization very well.
q He should understand planning, budgets, rules, and procedures to be applied in management.
q He should be well-versed with the entire production process.
q He should have enough knowledge and experience to understand the reason behind the lack of coordination

between different departments.
q He should have the quality of giving practical and achievable solutions to the problems in the organization.
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A Management auditor should have the following specific qualities:

i. Ability to understand and gauge business problems.
ii. General understanding of the organization.
iii. Expert knowledge on the principle of delegation of authority, management by
objective, management by exception, management planning and control and the
different budgetary systems, and those of internal control devices (viz. flow chart,
the flow of work, analysis of work schedules, etc.,).

iv. Sufficient knowledge and experience in preparing various reports for presentation.
v. General understanding of different laws-General laws, Company law, Tax laws
FEMA, etc. that affect the functioning of the whole of the organization.
vi. Background knowledge about-Engineering, Statistics, Costing, Management
accounting, financial accounting, industrial psychology, Managerial economics, etc.
vii. Tactfulness, perseverance, and lastly-pleasing and dynamic
personality. 282



A management audit program is an essential prerequisite to conducting the audit. It is a plan of action
drawn in advance of taking up the audit, and to help the auditor to cover the entire area of his function
thoroughly. He should lay down for himself a proper procedure to be followed to complete the work in
time, giving thorough coverage to all aspects. An efficient management audit program shall comprise
the following:
(i) Review of the Organizational objectives and plans

(ii)Study of the policies and practices of the management. 

(iii) A critical review of the organizational structure
(iv) Study of the systems and procedures
(v) Evaluation of operations
(vi) Study of the efficiency of the use of physical resources available
(vii) Exercise of proper management control

(viii) Maintain a suitable monitoring system through a management information system (MIS)

(ix)Check on adherence to the statutory obligation and
(x) Above all, review the efficiency of manpower handling, which ultimately results in the
organization’s effectiveness. 283



Management Audit Report (MAR)
It is important to prepare a good MAR. A good MAR can motivate the management and get the required
results.

Characteristics of a good management audit report

The detailed characteristics of a good management audit report can be summarized as follows :
(i) Pertinence
(ii)  Comprehensiveness
(iii) Brevity

(iv) Timeliness

(v) Motivating

(vi) Formatting

284



Cost Audit

285



The Institute of Cost & Works Accountants of India defines ‘cost audit’
as “an audit of efficiency of minute details of expenditure while the
work is in progress and not a post-mortem examination like Financial
audit, which is a ‘fait accompli’.

A cost audit comprises the following :
Verification of the cost accounting records such as the accuracy of the
cost accounts, cost reports, cost statements, cost data and costing
technique. Examination of these records to ensure that they adhere to
the cost accounting principles, plans, procedures and objective.

Cost audit helps in detection of errors and frauds. The management
gets accurate and reliable data based on which they can make day-to-
day decisions like price fixation, margin, continuity or outsourcing , make
or buy etc. It helps in cost control and finding avenues of cost reduction.

CRITICAL ELEMENTS OF COST AUDIT REPORT AND RELATED EVIDENCES (PHYSICAL & DIGITAL)
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q The Cost Audit and requirement of details are informative for better and clear understanding of the Users of Report. CRA – 1,
prescribes 30 ( thirty ) broad headings for detailed cost accumulation. The Headings are : 1. Material Cost , 2. Employee Cost , 3.
Utilities , 4. Direct Expenses , 5. Repair and Maintenance , 6. Fixed Assets and Depreciation , 7. Overheads , 8. Administrative
Overheads , 9. Transportation Cost , 10. Royalty and Technical Know-how, 11. Research and Development Expenses , 12. Quality
Control Expenses, 13. Pollution control Expenses, 14. Service Department Expenses, 15. Packing Expenses , 16. Finance Cost , 17. Any
other item of Cost , 18. Capacity determination , 19. Work-In- Progress , 20. Captive consumption , 21. By-product and Joint product ,
22. Adjustment of cost variances , 23. Reconciliation of Cost and Financial Account , 24. Related Party , 25. Expenses or Incentives on
Exports , 26. Production Records , 27. Sales Records , 28. Cost Statements , 29. Statistical Records , 30. Records of Physical verification.

q Pursuant to section 148(3) of the Companies Act 2013 and rule 6(2) and 6(3A) of the Companies (Cost Records and Audit) Rules 2014;
CRA -2 is the Form of intimation of appointment of Cost Auditor by the Company to Central Government.

q The prescribed Format (Ref. CRA -3) i.e the Cost Audit Report includes Unit-wise, Product/Service-wise Cost Statements and
Schedules, deviation for the same need to be reported. Part – D of CRA-3 is a measure towards performance orientation which
includes the following aspects :

a. Product and Service profitability statement
b. Profit reconciliation
c. Value addition and distribution of earnings
d. Financial position and ratio analysis
q Cost Audit Report filing with Central Government vide CRA -4. It is needless to point out that appropriate documentation ( Working

papers, Files, process document in physical or electronic form/ mode ) and additional supporting, if any, t to be filed in XBRL
( eXtensible Business Reporting Language). Every Company covered under this rules, within a period of 30 days from the receipt of
the cost audit report to submit /upload in XBRL Format the detail and report with full information and explanations on every
reservations or quantification contained therein in CRA-4 as specified in the Companies Filing of Documents and Forms in XBRL Rules
2015 in MCA Portal. This helps Companies to integrate Financial and Cost datum across all operational areas for better control.

COST RECORDS AND AUDIT (CRA )
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The above requirements are to accomplish the objectives ( general and specific) of cost audit:

(i) To verify that the cost accounting records (or costing books) are accurate.
(ii) To certify that costing principles have been fully adhered to in maintaining cost accounts.
(iii) To find out whether the predetermined cost accounting procedures and processes have been
strictly followed by the management.
(iv) To detect errors and frauds, which might have been committed intentionally or otherwise in
preparing cost accounts.
(v) To check whether each item of expenditure involved into the relevant components of goods
manufactured has been properly incurred.
(vi) To see how far the existing practices of cost records are helpful for the management to take
decisions.
(vii) To disclose the deficiencies or inefficiencies in the use of material, labour and machines with
a view to assist the management.
(viii) To assist the external auditor in conducting detailed checking by reducing the volume of
audit work through the use of internal cost audit system.
(ix) To exercise moral check on the cost accounting staff and to attain efficiency in cost
accounting systems and procedures.

COST RECORDS AND AUDIT (CRA )
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The following  critical elements must be stated in the cost auditor’s report:

(a) Whether the machines and labour remained idle during the year because of the shortage of raw materials.
(b) Whether a large quantity of raw materials were stocked which remained unutilized for a long time, thereby 
locking up the working capital of the company.
(c) He should state whether the cost records maintained by the company were adequate for the purpose of audit.
(d) He should state whether the broad policy laid down by the management was faithfully followed.
(e) The report should concentrate more on the cost of production, comparative profitability, and operating efficiency 
of different lines in which the company is engaged rather than the routine statistical or financial information.
(f) The cost auditor should state if there has been a rise in the cost of production as compared to that of the 
previous year. He should analyse the causes of such a rise. He should clearly point out where the problem originates 
from.
(g) The report should state if there has been any wastage during the process of manufacture and how it could be 
avoided.
(h) The cost auditor should also mention the areas in which it is possible to reduce the cost of production.
(i) He should state whether or not the cost statement reveals a true and fair view of the cost of production.

CRITICAL ELEMENTS OF COST AUDIT REPORT AND RELATED EVIDENCES (PHYSICAL & DIGITAL)
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CAS No. Nomenclature Objective

1Classification of Cost Uniformity and consistency in the principles of classification  of cost for disclosure and 

presentation in the cost statements of a product or service 

2Capacity determination Uniformity and consistency in the principles and methods of determination of capacity 

with reasonable accuracy.

3
Prodn. & Operation 

Overheads
Uniformity and consistency in the principles and methods of determining the production 

or operation overheads with reasonable accuracy .

4
Cost of Prodn. for captive 

consumption 

Uniformity and consistency in the principles and methods of determining the cost of 

production with tax impacts for goods used for captive consumption ; cost statement 

prepared based on standard for assessable value of goods used for captive consumption ; 

better transparency in the valuation of goods used for captive consumption.

5
Determination of average 

cost of transportation

Uniformity in the application of principles and methods used in the determination of 

averaged/equalized transportation cost; prescribe the system to be followed for 

maintenance of records for collection of cost of transportation and apportionment to cost 

centres, locations or products ; to provide transparency in determination of cost of 

transportation. 
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CAS No. Nomenclature Objective

1Classification of Cost Nature of Expenses – Material , Man and Expenses. These are again be (1) Direct and (2) 
Indirect expenses

Cost Object - Cost Statement for Product, Services or activities

Cost Unit –( Metric Tonne, Mega Watt, Number etc. for Manufacturing ) ; (Tonne – Km., Full 
Time Hour , Room-nights etc. for  Services )

Classification by Behaviour – Fixed Cost, Variable Cost and Semi-variable Cost

Classification by Function – Production , Administration , Research , Development , Selling , 
Distribution 
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CAS No. Nomenclature Objective

2Capacity Determination
Types of Capacity – (1) Installed (2) Normal (3)Utilized (4)Normal Idle & (5) Abnormal Idle

Installed Capacity – (1) Tag given by Equipment Manufacturer ; (2) Operational constraints 
determine normal or actual operational capacity ; (3) Actual operational capacity ;(4) Diff. 
between installed capacity and normal capacity ; (5) Diff. between normal capacity and 
actual capacity

Disclosure – A. Reason for capacity underutilization B. Abnormal cost due to capacity
underutilization C. Periodical change in capacity with reasons D. Basis of capacity
computation etc.

Capacity is one of the performance indicator
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CAS No. Nomenclature Objective

3
Production and 
Operation Overheads Overhead means Indirect Costs 

Material Nett of all Credits excepting Cash Discount

Exclusions are – Finance Cost , Abnormal Cost , Notional cost i.e without cash outflow (excl.

Depreciation) e.g , Rent on own house, Penalties-damages-fines for statutory violations

Subsidy, Grants or Incentive received shall be considered for reduction in product cost. 

Variance between Standard and Actual is part of cost.

Fixed part absorption based on Normal Capacity or Actual capacity whichever  is higher.

Variable part based on actual capacity utilization
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CAS No. Nomenclature Objective

4Cost of Production for 
captive consumption

Assessable value of goods used for captive consumption is @115% of cost of production of 
such goods.

Cost of consumption consist of Material consumed , Direct Manpower cost, Direct Expenses
, Works Overheads , QC Cost , R & D Cost , Packing Cost ( both primary and secondary) ,
Administrative Overheads.

Stock adjustments , adjustment for WIP , FG , Scrap ,Wastages to be considered
Any changes in cost accounting principles and practices during the concerned period having 
materiality , the cost of production in terms of comparability with previous periods.

Inventory certified copy not available requires proper disclosure.
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CAS No. Nomenclature Objective

6Material Cost Uniformity and consistency in the principles and methods of determining the 
material cost with reasonable accuracy

7Employee cost
Uniformity and consistency in the principles and methods of determining the 
employee cost with reasonable accuracy

8• Cost of utilities
Uniformity and consistency in the principles and methods of determining the cost 
of utilities with reasonable accuracy

9Packing Material cost
Uniformity and consistency in the principles and methods of determining the 
packing material cost with reasonable accuracy

10Direct Expenses Uniformity and consistency in the principles and methods of determining the 
direct expenses with reasonable accuracy
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CAS No. Nomenclature Objective

6Material Cost Uniformity and consistency in the principles and methods of determining the 
material cost with reasonable accuracy

7Employee cost
Uniformity and consistency in the principles and methods of determining the 
employee cost with reasonable accuracy

8• Cost of utilities
Uniformity and consistency in the principles and methods of determining the cost 
of utilities with reasonable accuracy

9Packing Material cost
Uniformity and consistency in the principles and methods of determining the 
packing material cost with reasonable accuracy

10Direct Expenses Uniformity and consistency in the principles and methods of determining the 
direct expenses with reasonable accuracy
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CAS No. Nomenclature Objective

6.Contd. Normal loss or spoilage prior to receipting , cost ( recoveries from Suppliers, carriers,

insurers etc.) absorbed in Units/quantity balance physically available

Losses due to shrinkage or evaporation, Gain due to elongation shall be considered in

material cost to the extent they are normal with corresponding volume adjustment.

Demurrage , detention , penalty etc. shall not form part of ‘cost of materials’

Subsidy, Grant, Incentive w.r.t any material shall be reduced from cost for ascertainment of 

the cost object to which such amounts are related. 

Any abnormal cost to be excluded from material cost.
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CAS No. Nomenclature Objective

6.Contd. Normal loss or spoilage prior to receipting , cost ( recoveries from Suppliers, carriers,

insurers etc.) absorbed in Units/quantity balance physically available

Losses due to shrinkage or evaporation, Gain due to elongation shall be considered in

material cost to the extent they are normal with corresponding volume adjustment.

Demurrage , detention , penalty etc. shall not form part of ‘cost of materials’

Subsidy, Grant, Incentive w.r.t any material shall be reduced from cost for ascertainment of 

the cost object to which such amounts are related. 

Any abnormal cost to be excluded from material cost.

298



CAS No. Nomenclature Objective

7.Employee Cost Benefits paid or payable for the services rendered for permanent , contractual and 
temporary deployment. 
Compensation paid to employees for the past period (dispute or court order) shall not 
form part of employee cost. Short provision of prior period made in current period shall 
not form part of employee cost.

Difference between time paid/payable for and time booked on ‘cost object’ is to be
treated as ‘Idle time’.

Indirect Employee Cost forms part of Overhead.

Subsidy , Grant etc. are to be reduced for ascertaining Employee Cost
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CAS No. Nomenclature Objective

8.Cost of Utilities Cost of maintaining stand-by utilities shall be the Committed Cost.
Any utility created as back-up against any failure of the main source of utility ,is called
stand-by.
Each type of utility shall be treated as a distinct cost object.
Cost of self generated utilities for own consumption shall comprise direct material cost,
direct employee cost , direct expenses and factory overheads.
Cost of utilities purchased shall be measured at cost of purchase including duties & taxes , 
transportation cost , insurance and other expenditure directly attributable to procurement 
(net of trade discount and refundable duties ) that can be quantified with reasonable 
accuracy at the time of acquisition.

Cost of utilities generated for the sale to outside parties shall comprise of direct material
cost, direct employee cost, direct expenses , Factory Overheads, distribution cost, share of
administration overhead, marketing overheads. Sale value also includes margin.
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CAS No. Nomenclature Objective

9.Packing Material Cost
Any material used for packing of a product. Primary Packing Material is essential to hold
and preserve the Product for its use by Customer. The secondary packing material is used
to store, transport and saleable unit identification.
Purchase of Packing material shall be valued at purchase price inclusive of taxes and duties 
and all related spent ( net of credit). Credit refers to trade discount, cash credits and 
rebates . Cash Discount is not deductible.
Abnormal losses are not includible , while normal losses are includible.
Forex components of imported packing material shall be converted based on the rate on 
the date of transaction. Any further changes does not form part of cost.

Self manufactured packing material shall be valued at total of direct material cost, direct 
employee cost, direct expenses, production overheads and Administration Overheads 
relating to production. 
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CAS No. Nomenclature Objective

10.Direct Expenses
Assigned directly to cost object. These are expenses relating to manufacture of a product 
or rendering of a service , which can be identified or linked with the cost object other than 
direct material cost and direct employee cost e.g. Royalty, Special Drawings etc.
Expenses related to manufacture of a product or rendering of a service , which can be
identified or linked with cost object ( excluding direct material and direct employee cost).

Bought out resources shall be valued at Invoice or agreed price including taxes, duties and
all related expenses nett of credits.
Lumpsum expenses or one time payments, shall be amortized on the basis of benefits 
received.

Self created Direct Expenses shall be valued at total of direct material cost, direct 
employee cost, direct expenses, production overheads and administrative overheads 
relating to production. 
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CAS No. Nomenclature Objective

11Administrative Overheads
Uniformity and consistency in the principles and methods of determining the
administrative overheads with reasonable accuracy

12Repairs and Maintenance 
Cost

Uniformity and consistency in the principles and methods of determining the repairs and 
maintenance cost with reasonable accuracy

13Cost of service cost centre Uniformity and consistency in the principles and methods of determining the Cost of
Service Cost Centre with reasonable accuracy

14Pollution Control Cost Uniformity and consistency in the principles and methods of determining the Pollution 
Control Cost with reasonable accuracy

15Selling and Distribution 
Overheads Uniformity and consistency in the principles and methods of determining the Selling and 

Distribution Overheads with reasonable accuracy
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CAS No. Nomenclature Objective

11Administrative Overheads
Cost of all activities relating to general management and administration of an entity.
In case of leased assets , if the lease is an operating lease , the entire rentals shall be 
included in the administrative overheads. In case of financial lease, the finance cost 
portion should be segregated and treated as part of finance cost.

Cost of software , including up-grade shall be amortised over its estimated useful life.

Administrative Overheads shall not include any abnormal administrative cost.

Fines, penalties, damages and similar charges paid to statutory authorities or other third 
parties shall not form part of Administrative Cost.

Overheads are to be apportioned in proportion to benefits received by the cost objects.

304



CAS No. Nomenclature Objective

12Repairs and Maintenance Cost of all activities which have the objective of maintain, restoring an asset in or to a state 
in which it can perform the requisite function at intended capacity and efficiency.

R & M Cost shall be traced to a cost object to the extent economically feasible.
Any R & M Cost relating to abnormal circumstances , if material and quantifiable, shall not
form part of R & M Cost.

Cost of major overhaul shall be amortized on a rational basis.

Each type of repair activity ( planned maintenance, break down etc.) to be identified 
separately.
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CAS No. Nomenclature Objective

13Cost of Service Cost Centre The cost centre ,which provides services to production, Operation or other service cost 
centre e.g R & D, Transport, Computer cell etc.
Stand by Service :Any facility created as back-up against any failure of the main source of 
service.
Support Service : The cost centre which primarily provides auxiliary service across the 
entity.

Any abnormal cost excluded from cost of service cost centre.
Disclosure to be made for the basis of distribution cost of each service cost centre to the 
consuming centres.

The cost of purchase, production, distribution, marketing and price of services with 
reference to sales to outside parties
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CAS No. Nomenclature Objective

14Pollution Control cost Pollution control cost shall be valued at total of direct and indirect cost relating to the said 
activity.

In house pollution control activity shall be valued at cost of all resources including cost of 
material , consumable stores spares, manpower , utilities, equipment usage etc. in the 
activity.
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CAS No. Nomenclature Objective

15Selling and Distribution 
Overheads

Expenses related to sale of products or services and include all indirect expenses incurred 
in selling the products and services e.g receivable collection cost , after sales service , 
Travelling of sales team, commission to sales Agents etc.
Selling and Distribution expenses , benefits of which are expected to be derived over a 
long period , shall be amortized on a rational basis.
Demurrage ,detention, penalty etc. shall be excluded from sales and distribution
overhead.
Credits /recoveries relating to selling and distribution overheads including those rendered 
without any consideration, material and quantifiable, shall be deducted to arrive at the 
net selling and distribution overheads.

Selling and distribution overheads directly traceable shall be assigned to the relevant 
product sold or services rendered.
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CAS No. Nomenclature Objective

16Depreciation and Amortization Uniformity and consistency in the principles and methods of determining the depreciation and 
Amortization with reasonable accuracy

17 Interest and Financing Charges Uniformity and consistency in the principles and methods of determining and assigning the Interest 
and Financing Charges with reasonable accuracy

18• Research and Development 
cost 

Uniformity and consistency in the principles and methods of determining the research and
Development costs with reasonable accuracy and presentation of the same

19Joint cost
Uniformity and consistency in the principles and methods of determining and assigning joint cost with 
reasonable accuracy

20Royalty and Technical Know-how 
fee Uniformity and consistency in the principles and methods of determining the amount of royalty and 

technical know-how fee with reasonable accuracy
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CAS No. Nomenclature Objective

19 Joint Costs By Product – Products with relatively low value produced incidentally in the manufacturing 
of the product or services.
Joint Product- Products or services that are produced simultaneously, by the same process, 
identifiable at the end of the process and recognized as main products or services having 
sufficient value.

Split-off point- The point in the production process at which joint products become
separately identifiable. Synonymous ‘separation point’

Joint costs are cost of common resources used to produce two or more products or 
services simultaneously.

Scrap or waste recovery to be deducted from the cost of joint product
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CAS No. Nomenclature Objective

21Quality control Uniformity and consistency in the principles and methods of determining the depreciation and 
Amortization with reasonable accuracy

22Manufacturing Cost Uniformity and consistency in the principles and methods of determining the manufacturing cost of 
excisable goods

23• Overburden removal cost Uniformity ,consistency in the principles and methods of determining and assigning overburden 
removal cost with reasonable accuracy

24Treatment of revenue in cost 
statements Uniformity ,consistency in the principles and methods for treatment of revenue in cost statements with 

reasonable accuracy
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THANK YOU!
For your  attention, 

patience & understanding !
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TXDOLW\� DVVXUDQFH� WHDPV�� DQG� IURQWOLQH� ZRUNHUV�� WR� JDWKHU� LQVLJKWV� LQWR�
RSHUDWLRQDO�FKDOOHQJHV�DQG�SRWHQWLDO�VROXWLRQV��

��� 5HFRPPHQGDWLRQV�DQG�,PSOHPHQWDWLRQ��
x� 'HYHORSHG�D�FRPSUHKHQVLYH�UHSRUW�RXWOLQLQJ�ILQGLQJV�DQG�UHFRPPHQGDWLRQV�IRU�

SURFHVV� LPSURYHPHQWV� DQG� VWUHQJWKHQHG� LQWHUQDO� FRQWUROV�� &ROODERUDWHG� ZLWK�
RSHUDWLRQV�WHDPV�WR�SULRULWLVH�DQG�LPSOHPHQW�FKDQJHV��

�
5HVXOWV� DQG� ,PSDFW�� 7KH� RSHUDWLRQDO� DXGLW� OHG� WR� VHYHUDO� SRVLWLYH� RXWFRPHV� IRU� ;<=�
0DQXIDFWXULQJ�&RPSDQ\��

x� ,QFUHDVHG� (IILFLHQF\�� ,GHQWLILHG� DQG� DGGUHVVHG� ERWWOHQHFNV�� OHDGLQJ� WR� VWUHDPOLQHG�
SURGXFWLRQ� ZRUNIORZV�� UHGXFHG� F\FOH� WLPHV�� DQG� LQFUHDVHG� RYHUDOO� RSHUDWLRQDO�
HIILFLHQF\��

x� &RVW�5HGXFWLRQ�� ,PSURYHG� UHVRXUFH� XWLOLVDWLRQ� DQG� RSWLPLVHG� SURGXFWLRQ� SURFHVVHV�
UHVXOWHG�LQ�FRVW�VDYLQJV��FRQWULEXWLQJ�WR�WKH�FRPSDQ\
V�ERWWRP�OLQH��

x� (QKDQFHG� ,QWHUQDO� &RQWUROV�� 6WUHQJWKHQHG� LQWHUQDO� FRQWUROV� PLQLPLVHG� HUURUV� LQ�
SURGXFWLRQ��LPSURYHG�SURGXFW�TXDOLW\��DQG�UHGXFHG�WKH�ULVN�RI�GHIHFWV�DQG�UHFDOOV��

x� ,PSURYHG� (PSOR\HH� 0RUDOH�� 6WUHDPOLQHG� SURFHVVHV� DQG� UHGXFHG� RSHUDWLRQDO�
FKDOOHQJHV� SRVLWLYHO\� LPSDFWHG� HPSOR\HH� PRUDOH� DQG� HQJDJHPHQW�� FUHDWLQJ� D� PRUH�
HIILFLHQW�DQG�FROODERUDWLYH�ZRUN�HQYLURQPHQW��

�
.H\�7DNHDZD\V��

x� 7KLV�FDVH�VWXG\�HPSKDVLVHV�WKH�SURDFWLYH�DSSURDFK�RI�;<=�0DQXIDFWXULQJ�&RPSDQ\�
LQ�DGGUHVVLQJ�RSHUDWLRQDO�FKDOOHQJHV�WKURXJK�DQ�RSHUDWLRQDO�DXGLW��

x� (QJDJLQJ�ZLWK�NH\�VWDNHKROGHUV�DQG�IURQWOLQH�ZRUNHUV�LV�FUXFLDO�IRU�JDLQLQJ�YDOXDEOH�
LQVLJKWV�LQWR�RSHUDWLRQDO�SURFHVVHV�DQG�FKDOOHQJHV��
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x� 7KH�LPSOHPHQWDWLRQ�RI�UHFRPPHQGDWLRQV�DQG�FRQWLQXRXV�PRQLWRULQJ�DUH�HVVHQWLDO�IRU�
VXVWDLQLQJ�LPSURYHPHQWV�DQG�RSWLPLVLQJ�EXVLQHVV�SURFHVVHV�RYHU�WLPH��

�
�
�
&DVH�6WXG\����&RPPXQLW\�+HDOWK�&OLQLF���6DIHJXDUGLQJ�&RPSOLDQFH�WKURXJK�+HDOWKFDUH�
$XGLW�
�
%DFNJURXQG�� $� FRPPXQLW\� KHDOWK� FOLQLF�� GHGLFDWHG� WR� SURYLGLQJ� DFFHVVLEOH� KHDOWKFDUH�
VHUYLFHV�� UHFRJQLVHG� WKH� LPSRUWDQFH� RI� PDLQWDLQLQJ� VWULFW� FRPSOLDQFH� ZLWK� KHDOWKFDUH�
UHJXODWLRQV�DQG�VWDQGDUGV��7R�HQVXUH�DGKHUHQFH�DQG�PLWLJDWH�OHJDO�DQG�UHSXWDWLRQDO�ULVNV��WKH�
FOLQLF� LQLWLDWHG�D�FRPSUHKHQVLYH�FRPSOLDQFH� DXGLW��7KH� LQWHUQDO�DXGLW� WHDP�ZDV� WDVNHG�ZLWK�
UHYLHZLQJ�SDWLHQW�UHFRUGV��ELOOLQJ�SUDFWLFHV��DQG�FRPSOLDQFH�ZLWK�SULYDF\�ODZV��
�
2EMHFWLYHV�RI�WKH�&RPSOLDQFH�$XGLW��

��� 5HYLHZ�3DWLHQW�5HFRUGV��
x� (YDOXDWH�WKH�DFFXUDF\��FRPSOHWHQHVV��DQG�FRQILGHQWLDOLW\�RI�SDWLHQW�UHFRUGV�WR�

HQVXUH�FRPSOLDQFH�ZLWK�KHDOWKFDUH�SULYDF\�ODZV�DQG�VWDQGDUGV��
��� $VVHVV�%LOOLQJ�3UDFWLFHV��

x� ([DPLQH�ELOOLQJ�SURFHGXUHV�WR�YHULI\�DFFXUDF\��WUDQVSDUHQF\��DQG�DGKHUHQFH�WR�
UHJXODWRU\�JXLGHOLQHV��(QVXUH�WKDW�WKH�FOLQLF�LV�DSSURSULDWHO\�ELOOLQJ�IRU�VHUYLFHV�
UHQGHUHG��

��� &RPSOLDQFH�ZLWK�$SSOLFDEOH�/DZV��
x� 9HULI\� WKH� FOLQLF
V� FRPSOLDQFH� ZLWK� SROLFLHV� DQG� ODZV�� LQFOXGLQJ� WKH� +HDOWK�

,QVXUDQFH�OLNH�7KH�1DWLRQDO�+HDOWK�3ROLF\��1DWLRQDO�0HGLFDO�&RPPLVVLRQ�$FW��
������,QGLDQ�&OLQLFDO�(VWDEOLVKPHQW�$FW��5LJKW�WR�3ULYDF\��7KH�3KDUPDF\�$FW��
������%LR�0HGLFDO�:DVWH��0DQDJHPHQW�	�+DQGOLQJ��5XOHV��������'UXJV�DQG�
&RVPHWLFV� �$PHQGPHQW�� 5XOHV�� ����� RU� DQ\� HTXLYDOHQW� ODZV�	� UHJXODWLRQV�
DSSOLFDEOH��

��� ,GHQWLI\�$UHDV�RI�1RQ�&RPSOLDQFH��
x� ,GHQWLI\� DQ\� DUHDV� RI� QRQ�FRPSOLDQFH�� SRWHQWLDO� YXOQHUDELOLWLHV�� RU� GHYLDWLRQV�

IURP� HVWDEOLVKHG� KHDOWKFDUH� UHJXODWLRQV�� 'HYHORS� UHFRPPHQGDWLRQV� IRU�
FRUUHFWLYH�DFWLRQV��

$XGLW�3URFHVV��
��� (QJDJHPHQW�3ODQQLQJ��

x� &ROODERUDWHG�ZLWK�FOLQLF�DGPLQLVWUDWRUV��KHDOWKFDUH�SURYLGHUV��DQG�FRPSOLDQFH�
RIILFHUV�WR�XQGHUVWDQG�WKH�FOLQLF
V�KHDOWKFDUH�FRPSOLDQFH�REMHFWLYHV�DQG�GHILQH�
WKH�VFRSH�RI�WKH�DXGLW��

��� 3DWLHQW�5HFRUG�5HYLHZ��
x� &RQGXFWHG�D�WKRURXJK�UHYLHZ�RI�SDWLHQW�UHFRUGV�� IRFXVLQJ�RQ�WKH�DFFXUDF\�RI�

PHGLFDO�GRFXPHQWDWLRQ��SDWLHQW�FRQVHQW�IRUPV��DQG�PHDVXUHV�WDNHQ�WR�SURWHFW�
SDWLHQW�FRQILGHQWLDOLW\��

��� %LOOLQJ�3UDFWLFHV�([DPLQDWLRQ��
x� ([DPLQHG�ELOOLQJ�SUDFWLFHV��LQFOXGLQJ�FRGLQJ�DFFXUDF\��FODLPV�VXEPLVVLRQ��DQG�

YHULILFDWLRQ� RI� VHUYLFHV� SURYLGHG�� (QVXUHG� FRPSOLDQFH� ZLWK� UHJXODWRU\�
JXLGHOLQHV�WR�SUHYHQW�ELOOLQJ�IUDXG�RU�HUURUV��

��� 3ULYDF\�/DZV�&RPSOLDQFH�$VVHVVPHQW��
x� $VVHVVHG� WKH� FOLQLF
V� DGKHUHQFH� WR� SULYDF\� ODZV�� LQFOXGLQJ� WKH� SURWHFWLRQ� RI�

SDWLHQW� KHDOWK� LQIRUPDWLRQ�� VHFXUH� GDWD� VWRUDJH�� DQG� SURFHVVHV� IRU� UHSRUWLQJ�
EUHDFKHV�LI�DQ\��

�
�

��� (PSOR\HH�,QWHUYLHZV��
x� &RQGXFWHG� LQWHUYLHZV� ZLWK� FOLQLF� VWDII� WR� XQGHUVWDQG� WKHLU� DZDUHQHVV� RI�

FRPSOLDQFH� UHTXLUHPHQWV�� WUDLQLQJ� UHFHLYHG�� DQG� DQ\� FKDOOHQJHV� IDFHG� LQ�
PDLQWDLQLQJ�FRPSOLDQFH��

��� 'RFXPHQWHG�)LQGLQJV�DQG�5HFRPPHQGDWLRQV��
x� 'RFXPHQWHG� DXGLW� ILQGLQJV�� KLJKOLJKWLQJ� DUHDV� RI� FRPSOLDQFH� VWUHQJWK� DQG�

LGHQWLI\LQJ�DQ\�LQVWDQFHV�RI�QRQ�FRPSOLDQFH��'HYHORSHG�FOHDU�DQG�DFWLRQDEOH�
UHFRPPHQGDWLRQV�IRU�FRUUHFWLYH�DFWLRQV��

��� 6WDNHKROGHU�&RPPXQLFDWLRQ��
x� (QJDJHG� ZLWK� FOLQLF� OHDGHUVKLS� WR� FRPPXQLFDWH� DXGLW� ILQGLQJV�� GLVFXVV�

UHFRPPHQGDWLRQV�� DQG� IDFLOLWDWH� WKH� GHYHORSPHQW� RI� DQ� DFWLRQ� SODQ� IRU�
DGGUHVVLQJ�LGHQWLILHG�FRPSOLDQFH�JDSV��

�
5HVXOWV� DQG� ,PSDFW�� 7KH� FRPSOLDQFH� DXGLW� KDG� VLJQLILFDQW� SRVLWLYH� RXWFRPHV� IRU� WKH�
&RPPXQLW\�+HDOWK�&OLQLF��

x� (QKDQFHG� 3DWLHQW� 'DWD� 3URWHFWLRQ�� ,GHQWLILHG� DQG� LPSOHPHQWHG� PHDVXUHV� WR�
VWUHQJWKHQ� SDWLHQW� GDWD� SURWHFWLRQ�� HQVXULQJ� FRPSOLDQFH� ZLWK� SULYDF\� ODZV� DQG�
VDIHJXDUGLQJ�SDWLHQW�FRQILGHQWLDOLW\��

x� ,PSURYHG� %LOOLQJ� $FFXUDF\�� $GGUHVVHG� ELOOLQJ� GLVFUHSDQFLHV� DQG� LQDFFXUDFLHV��
HQVXULQJ� WKDW� WKH�FOLQLF�ELOOHG�IRU�VHUYLFHV�DFFXUDWHO\�DQG� WUDQVSDUHQWO\�� UHGXFLQJ� WKH�
ULVN�RI�UHJXODWRU\�SHQDOWLHV��

x� 0LWLJDWHG�/HJDO�DQG�5HSXWDWLRQDO�5LVNV��3URDFWLYH�LGHQWLILFDWLRQ�DQG�FRUUHFWLRQ�RI�
FRPSOLDQFH� JDSV� PLQLPLVHG� WKH� ULVN� RI� OHJDO� DFWLRQV� DQG� UHSXWDWLRQDO� GDPDJH��
UHLQIRUFLQJ�WUXVW�ZLWK�SDWLHQWV�DQG�VWDNHKROGHUV��

x� 6WDII�7UDLQLQJ�DQG�$ZDUHQHVV��,GHQWLILHG�RSSRUWXQLWLHV�IRU�LPSURYLQJ�VWDII�DZDUHQHVV�
DQG�WUDLQLQJ�RQ�KHDOWKFDUH�FRPSOLDQFH��FRQWULEXWLQJ�WR�D�FXOWXUH�RI�RQJRLQJ�FRPSOLDQFH�
YLJLODQFH��

�
.H\�7DNHDZD\V��

x� 7KLV� FDVH� VWXG\� XQGHUVFRUHV� WKH� FULWLFDO� UROH� RI� FRPSOLDQFH� DXGLWV� LQ� WKH� KHDOWKFDUH�
LQGXVWU\�WR�SUHYHQW�OHJDO�DQG�UHSXWDWLRQDO�ULVNV��

x� 2QJRLQJ�VWDII�WUDLQLQJ�DQG�FRPPXQLFDWLRQ�DUH�HVVHQWLDO�FRPSRQHQWV�RI�PDLQWDLQLQJ�D�
FXOWXUH�RI�FRPSOLDQFH�ZLWKLQ�D�KHDOWKFDUH�RUJDQLVDWLRQ��

x� 5HJXODU� FRPSOLDQFH� DXGLWV� KHOS� KHDOWKFDUH� SURYLGHUV� LGHQWLI\� DQG� UHFWLI\� SRWHQWLDO�
LVVXHV�EHIRUH�WKH\�HVFDODWH��HQVXULQJ�WKH�KLJKHVW�VWDQGDUGV�RI�SDWLHQW�FDUH�DQG�UHJXODWRU\�
DGKHUHQFH��

�
�
&DVH�6WXG\����7HFK�,QQRYDWRUV�,QF����)RUWLI\LQJ�&\EHUVHFXULW\�7KURXJK�,7�$XGLW�
�
%DFNJURXQG�� 7HFK� ,QQRYDWRUV� ,QF��� D� FXWWLQJ�HGJH� WHFKQRORJ\� FRPSDQ\�� UHFRJQLVHG� WKH�
FULWLFDO� LPSRUWDQFH� RI� PDLQWDLQLQJ� UREXVW� F\EHUVHFXULW\� PHDVXUHV� WR� SURWHFW� VHQVLWLYH�
LQIRUPDWLRQ�DQG�HQVXUH�WKH�UHVLOLHQFH�RI�LWV�GLJLWDO�LQIUDVWUXFWXUH��7R�DGGUHVV�WKLV�FRQFHUQ��WKH�
FRPSDQ\� HQJDJHG� LQ� D� FRPSUHKHQVLYH� ,7� DXGLW�� 7KH� LQWHUQDO� DXGLW� WHDP� ZDV� WDVNHG� ZLWK�
HYDOXDWLQJ� QHWZRUN� VHFXULW\�� GDWD� SURWHFWLRQ� SUDFWLFHV�� DQG� HPSOR\HH� DZDUHQHVV� RI�
F\EHUVHFXULW\�SURWRFROV��
�
2EMHFWLYHV�RI�WKH�,7�$XGLW��

��� $VVHVV�1HWZRUN�6HFXULW\��
x� (YDOXDWH�WKH�HIIHFWLYHQHVV�RI�7HFK�,QQRYDWRUV�,QF�
V�QHWZRUN�VHFXULW\�PHDVXUHV��

LQFOXGLQJ�ILUHZDOOV��LQWUXVLRQ�GHWHFWLRQ�V\VWHPV��DQG�DFFHVV�FRQWUROV��
��� 5HYLHZ�'DWD�3URWHFWLRQ�3UDFWLFHV��

x� ([DPLQH�GDWD�SURWHFWLRQ�SROLFLHV�DQG�SUDFWLFHV��HQVXULQJ�HQFU\SWLRQ�SURWRFROV��
VHFXUH�GDWD�VWRUDJH��DQG�PHDVXUHV�WR�SUHYHQW�XQDXWKRULVHG�DFFHVV��

��� (YDOXDWH�(PSOR\HH�$ZDUHQHVV��
x� $VVHVV�WKH�OHYHO�RI�HPSOR\HH�DZDUHQHVV�UHJDUGLQJ�F\EHUVHFXULW\�EHVW�SUDFWLFHV��

LQFOXGLQJ�WKH�KDQGOLQJ�RI�VHQVLWLYH�LQIRUPDWLRQ��UHFRJQLVLQJ�SKLVKLQJ�DWWHPSWV��
DQG�VHFXUH�SDVVZRUG�SUDFWLFHV��

��� ,GHQWLI\�9XOQHUDELOLWLHV�DQG�5LVNV��
x� ,GHQWLI\�SRWHQWLDO�YXOQHUDELOLWLHV�LQ�WKH�FRPSDQ\
V�,7�LQIUDVWUXFWXUH�DQG�DVVHVV�

ULVNV� UHODWHG� WR� GDWD�EUHDFKHV�� F\EHUDWWDFNV�� DQG� WKH� RYHUDOO� UHVLOLHQFH� RI� WKH�
GLJLWDO�HQYLURQPHQW��

�
$XGLW�3URFHVV��

��� (QJDJHPHQW�3ODQQLQJ��
x� &ROODERUDWHG�ZLWK�,7�SURIHVVLRQDOV��F\EHUVHFXULW\�H[SHUWV��DQG�NH\�VWDNHKROGHUV�

WR�XQGHUVWDQG�7HFK�,QQRYDWRUV�,QF�
V�,7�REMHFWLYHV�DQG�GHILQH�WKH�VFRSH�RI�WKH�
,7�DXGLW��

��� 1HWZRUN�6HFXULW\�$VVHVVPHQW��
x� &RQGXFWHG� D� WKRURXJK� UHYLHZ� RI� QHWZRUN� VHFXULW\� PHDVXUHV�� LQFOXGLQJ�

SHQHWUDWLRQ� WHVWLQJ�� YXOQHUDELOLW\� DVVHVVPHQWV�� DQG� DQDO\VLV� RI� ILUHZDOO�
FRQILJXUDWLRQV�WR�LGHQWLI\�SRWHQWLDO�ZHDNQHVVHV��

��� 'DWD�3URWHFWLRQ�5HYLHZ��
x� ([DPLQHG�GDWD�SURWHFWLRQ�SUDFWLFHV��LQFOXGLQJ�HQFU\SWLRQ�PHWKRGV��GDWD�VWRUDJH�

SURWRFROV��DQG�DFFHVV�FRQWUROV��(QVXUHG�DOLJQPHQW�ZLWK�LQGXVWU\�EHVW�SUDFWLFHV�
DQG�FRPSOLDQFH�ZLWK�GDWD�SURWHFWLRQ�UHJXODWLRQV��

��� (PSOR\HH�$ZDUHQHVV�6XUYH\��
x� $GPLQLVWHUHG�VXUYH\V�DQG�FRQGXFWHG�LQWHUYLHZV�WR�JDXJH�HPSOR\HH�DZDUHQHVV�

RI� F\EHUVHFXULW\� SURWRFROV�� SRWHQWLDO� VRFLDO� HQJLQHHULQJ� ULVNV�� DQG� WKHLU�
XQGHUVWDQGLQJ�RI�WKH�LPSRUWDQFH�RI�VDIHJXDUGLQJ�VHQVLWLYH�LQIRUPDWLRQ��

��� 5LVN�,GHQWLILFDWLRQ�DQG�$QDO\VLV��
x� ,GHQWLILHG� DQG� DQDO\VHG� SRWHQWLDO� ULVNV� DVVRFLDWHG� ZLWK� WKH� FRPSDQ\
V� ,7�

LQIUDVWUXFWXUH�� FRQVLGHULQJ� HPHUJLQJ� F\EHU� WKUHDWV� DQG� LQGXVWU\�VSHFLILF�
FKDOOHQJHV��

��� 'RFXPHQWDWLRQ�RI�)LQGLQJV��
x� 'RFXPHQWHG� DXGLW� ILQGLQJV�� KLJKOLJKWLQJ� DUHDV� RI� VWUHQJWK� DQG� LGHQWLI\LQJ�

SRWHQWLDO�YXOQHUDELOLWLHV��3URYLGHG�D�ULVN�PDWUL[�WR�SULRULWLVH�DUHDV�WKDW�UHTXLUHG�
LPPHGLDWH�DWWHQWLRQ��

��� 5HFRPPHQGDWLRQV�DQG�0LWLJDWLRQ�3ODQ��
x� 'HYHORSHG�D�FRPSUHKHQVLYH�UHSRUW�RXWOLQLQJ�UHFRPPHQGDWLRQV�IRU�PLWLJDWLQJ�

LGHQWLILHG� ULVNV� DQG� HQKDQFLQJ� F\EHUVHFXULW\�PHDVXUHV��&ROODERUDWHG�ZLWK� ,7�
DQG�PDQDJHPHQW�WHDPV�WR�GHYHORS�DQG�LPSOHPHQW�D�PLWLJDWLRQ�SODQ��

�
5HVXOWV�DQG�,PSDFW��7KH�,7�DXGLW�KDG�VLJQLILFDQW�SRVLWLYH�RXWFRPHV�IRU�7HFK�,QQRYDWRUV�,QF���

x� 6WUHQJWKHQHG�1HWZRUN�6HFXULW\��,PSOHPHQWHG�HQKDQFHG�QHWZRUN�VHFXULW\�PHDVXUHV��
DGGUHVVLQJ�YXOQHUDELOLWLHV�DQG�HQVXULQJ�D�PRUH�UHVLOLHQW�GHIHQVH�DJDLQVW�F\EHU�WKUHDWV��
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x� ,PSURYHG�'DWD�3URWHFWLRQ�3UDFWLFHV��8SGDWHG�GDWD�SURWHFWLRQ�SROLFLHV�DQG�SUDFWLFHV��
LQFRUSRUDWLQJ� HQFU\SWLRQ� HQKDQFHPHQWV� DQG� UHLQIRUFLQJ� DFFHVV� FRQWUROV� WR� VDIHJXDUG�
VHQVLWLYH�LQIRUPDWLRQ��

x� (QKDQFHG�(PSOR\HH�$ZDUHQHVV��&RQGXFWHG�WDUJHWHG�F\EHUVHFXULW\�WUDLQLQJ�VHVVLRQV��
UDLVLQJ� HPSOR\HH� DZDUHQHVV� DQG� IRVWHULQJ� D� FXOWXUH� RI� SURDFWLYH� F\EHUVHFXULW\�
YLJLODQFH��

x� 5HGXFHG�&\EHUVHFXULW\�5LVNV��7KH�LPSOHPHQWDWLRQ�RI�DXGLW�UHFRPPHQGDWLRQV�OHG�WR�
D�VLJQLILFDQW�UHGXFWLRQ�LQ�F\EHUVHFXULW\�ULVNV��FRQWULEXWLQJ�WR�WKH�RYHUDOO�UHVLOLHQFH�RI�
WKH�FRPSDQ\
V�GLJLWDO�LQIUDVWUXFWXUH��

�
.H\�7DNHDZD\V��

x� 7KLV� FDVH� VWXG\� XQGHUVFRUHV� WKH� FULWLFDO� UROH� RI� ,7� DXGLWV� LQ� VDIHJXDUGLQJ� VHQVLWLYH�
LQIRUPDWLRQ�DQG�HQVXULQJ�WKH�UHVLOLHQFH�RI�DQ�RUJDQLVDWLRQ
V�GLJLWDO�LQIUDVWUXFWXUH��

x� $� SURDFWLYH� DQG� FROODERUDWLYH� DSSURDFK�� LQYROYLQJ� ,7� SURIHVVLRQDOV�� F\EHUVHFXULW\�
H[SHUWV��DQG�HPSOR\HHV��LV�HVVHQWLDO�IRU�WKH�VXFFHVV�RI�,7�DXGLWV��

x� 5HJXODU�,7�DXGLWV�FRQWULEXWH�WR�RQJRLQJ�LPSURYHPHQW��KHOSLQJ�RUJDQLVDWLRQV�VWD\�DKHDG�
RI�HPHUJLQJ�F\EHU�WKUHDWV�DQG�HQVXULQJ�WKH�KLJKHVW�VWDQGDUGV�RI�F\EHUVHFXULW\��

�
6RFLDO�HQJLQHHULQJ�ULVNV�LQYROYH�H[SORLWLQJ�KXPDQ�SV\FKRORJ\�WR�PDQLSXODWH�LQGLYLGXDOV�LQWR�
GLYXOJLQJ�FRQILGHQWLDO�LQIRUPDWLRQ��SURYLGLQJ�XQDXWKRULVHG�DFFHVV��RU�WDNLQJ�DFWLRQV�WKDW�FRXOG�
FRPSURPLVH�WKH�VHFXULW\�RI�DQ�RUJDQLVDWLRQ��
�
�
&DVH� 6WXG\���� ,QWHUQDO� $XGLW� &DVH� 6WXG\� �� $GGUHVVLQJ� (QYLURQPHQWDO� &RQFHUQV� DW�
(FR7HFK�0DQXIDFWXULQJ�

%DFNJURXQG��(FR�7HFK�0DQXIDFWXULQJ��D�OHDGLQJ�SOD\HU�LQ�WKH�PDQXIDFWXULQJ�LQGXVWU\��KDV�
EHHQ�IDFLQJ�LQFUHDVLQJ�VFUXWLQ\�DQG�FRQFHUQV�UHODWHG�WR�LWV�HQYLURQPHQWDO�LPSDFW��7KH�FRPSDQ\�
LV�FRPPLWWHG�WR�VXVWDLQDELOLW\�EXW�UHFRJQLVHV�WKH�QHHG�IRU�D�WKRURXJK�LQWHUQDO�DXGLW�WR�DVVHVV�
DQG�DGGUHVV�HQYLURQPHQWDO�FRQFHUQV��

2EMHFWLYH��&RQGXFW�DQ�LQWHUQDO�DXGLW�WR�LGHQWLI\��HYDOXDWH��DQG�PLWLJDWH�HQYLURQPHQWDO�ULVNV�
DQG� FRQFHUQV� ZLWKLQ� (FR�7HFK� 0DQXIDFWXULQJ�� HQVXULQJ� FRPSOLDQFH� ZLWK� HQYLURQPHQWDO�
UHJXODWLRQV�DQG�IRVWHULQJ�D�FXOWXUH�RI�VXVWDLQDELOLW\��

$XGLW�6FRSH��
��� (QHUJ\�&RQVXPSWLRQ��

x� $VVHVV�WKH�HIILFLHQF\�RI�HQHUJ\�XVDJH�DFURVV�PDQXIDFWXULQJ�IDFLOLWLHV��
x� ,GHQWLI\�RSSRUWXQLWLHV�IRU�HQHUJ\�FRQVHUYDWLRQ�DQG�VXVWDLQDEOH�SUDFWLFHV��

��� :DVWH�0DQDJHPHQW��
x� (YDOXDWH�ZDVWH�GLVSRVDO�PHWKRGV�DQG�DGKHUHQFH�WR�HQYLURQPHQWDO�UHJXODWLRQV��
x� 5HFRPPHQG�LPSURYHPHQWV�IRU�UHGXFLQJ��UHXVLQJ��DQG�UHF\FOLQJ�ZDVWH��

��� (PLVVLRQV�&RQWURO��
x� ([DPLQH�HPLVVLRQV�IURP�PDQXIDFWXULQJ�SURFHVVHV��
x� ,PSOHPHQW� PHDVXUHV� WR� PLQLPLVH� HQYLURQPHQWDO� LPSDFW� DQG� FRPSO\� ZLWK�

HPLVVLRQ�VWDQGDUGV��
��� 5DZ�0DWHULDO�6RXUFLQJ��

x� 5HYLHZ�VRXUFLQJ�SUDFWLFHV�IRU�UDZ�PDWHULDOV�DQG�WKHLU�HQYLURQPHQWDO�LPSDFW��
x� ([SORUH�VXVWDLQDEOH�VRXUFLQJ�RSWLRQV��

�

��� &RPSOLDQFH�ZLWK�(QYLURQPHQWDO�5HJXODWLRQV��
x� (QVXUH� FRPSOLDQFH� ZLWK� ORFDO�� QDWLRQDO�� DQG� LQWHUQDWLRQDO� HQYLURQPHQWDO�

UHJXODWLRQV��
x� 'HYHORS�SURFHVVHV�IRU�RQJRLQJ�PRQLWRULQJ�DQG�DGKHUHQFH��

$XGLW�3URFHVV��
��� (QJDJHPHQW�3ODQQLQJ��

x� &ROODERUDWH�ZLWK�HQYLURQPHQWDO�H[SHUWV��RSHUDWLRQV�WHDPV��DQG�NH\�VWDNHKROGHUV�
WR�GHILQH�WKH�VFRSH�DQG�REMHFWLYHV�RI�WKH�DXGLW��

��� 'DWD�&ROOHFWLRQ�DQG�$QDO\VLV��
x� *DWKHU� GDWD� RQ� HQHUJ\� FRQVXPSWLRQ�� ZDVWH� JHQHUDWLRQ�� HPLVVLRQV�� DQG� UDZ�

PDWHULDO�VRXUFLQJ��
x� 8WLOLVH�NH\�SHUIRUPDQFH�LQGLFDWRUV��.3,V��IRU�DQDO\VLV��

��� 6LWH�9LVLWV�DQG�2EVHUYDWLRQV��
x� &RQGXFW� RQ�VLWH� YLVLWV� WR� PDQXIDFWXULQJ� IDFLOLWLHV� WR� REVHUYH� SURFHVVHV� DQG�

DVVHVV�HQYLURQPHQWDO�SUDFWLFHV��
x� (QJDJH�ZLWK�SODQW�SHUVRQQHO�WR�JDWKHU�LQVLJKWV��

��� 6WDNHKROGHU�,QWHUYLHZV��
x� ,QWHUYLHZ�NH\�VWDNHKROGHUV��LQFOXGLQJ�HQYLURQPHQWDO�DQG�RSHUDWLRQV�PDQDJHUV��

WR�XQGHUVWDQG�H[LVWLQJ�SURFHVVHV��FKDOOHQJHV��DQG�LPSURYHPHQW�RSSRUWXQLWLHV��
��� 5HJXODWRU\�&RPSOLDQFH�5HYLHZ��

x� (YDOXDWH� H[LVWLQJ� SURFHGXUHV� WR� HQVXUH� FRPSOLDQFH� ZLWK� HQYLURQPHQWDO�
UHJXODWLRQV��

x� ,GHQWLI\�DQ\�JDSV�LQ�FRPSOLDQFH�DQG�UHFRPPHQG�FRUUHFWLYH�DFWLRQV��
��� 5LVN�$VVHVVPHQW��

x� &RQGXFW�D�ULVN�DVVHVVPHQW�WR�SULRULWLVH�HQYLURQPHQWDO�FRQFHUQV�EDVHG�RQ�WKHLU�
SRWHQWLDO�LPSDFW�RQ�VXVWDLQDELOLW\�DQG�UHJXODWRU\�FRPSOLDQFH��

��� 5HFRPPHQGDWLRQV�DQG�,PSOHPHQWDWLRQ��
x� 'HYHORS�D�FRPSUHKHQVLYH�UHSRUW�RXWOLQLQJ�ILQGLQJV��ULVNV��DQG�UHFRPPHQGDWLRQV�

IRU�LPSURYHPHQW��
x� &ROODERUDWH�ZLWK�PDQDJHPHQW�WR�SULRULWLVH�DQG�LPSOHPHQW�FKDQJHV��

�

5HVXOWV�DQG�,PSDFW��7KH�LQWHUQDO�DXGLW�DW�(FR�7HFK�0DQXIDFWXULQJ�KDG�VLJQLILFDQW�SRVLWLYH�
RXWFRPHV��

x� 5HGXFHG� (QHUJ\� &RQVXPSWLRQ�� ,PSOHPHQWHG� HQHUJ\�HIILFLHQW� WHFKQRORJLHV� DQG�
SUDFWLFHV��OHDGLQJ�WR�D�UHGXFWLRQ�LQ�RYHUDOO�HQHUJ\�FRQVXPSWLRQ��

x� ,PSURYHG� :DVWH� 0DQDJHPHQW�� (VWDEOLVKHG� D� FRPSUHKHQVLYH� ZDVWH� PDQDJHPHQW�
V\VWHP��HPSKDVLVLQJ�UHF\FOLQJ�DQG�ZDVWH�UHGXFWLRQ��FRQWULEXWLQJ�WR�D�PRUH�VXVWDLQDEOH�
RSHUDWLRQ��

x� (PLVVLRQV�&RQWURO�0HDVXUHV�� ,QWURGXFHG� WHFKQRORJLHV� WR�PLQLPLVH� HPLVVLRQV� DQG�
LPSOHPHQWHG�PRQLWRULQJ�V\VWHPV�WR�HQVXUH�FRPSOLDQFH�ZLWK�HPLVVLRQ�VWDQGDUGV��

x� 6XVWDLQDEOH� 5DZ�0DWHULDO� 6RXUFLQJ�� ([SORUHG� DQG� DGRSWHG� VXVWDLQDEOH� VRXUFLQJ�
SUDFWLFHV� IRU� UDZ� PDWHULDOV�� FRQWULEXWLQJ� WR� WKH� UHGXFWLRQ� RI� WKH� FRPSDQ\
V�
HQYLURQPHQWDO�IRRWSULQW��

x� (QKDQFHG�&RPSOLDQFH��6WUHQJWKHQHG�SURFHVVHV� WR�HQVXUH�RQJRLQJ�FRPSOLDQFH�ZLWK�
HQYLURQPHQWDO�UHJXODWLRQV��PLQLPLVLQJ�WKH�ULVN�RI�UHJXODWRU\�SHQDOWLHV��

.H\�7DNHDZD\V��
x� 7KLV� FDVH� VWXG\� KLJKOLJKWV� WKH� SURDFWLYH� DSSURDFK� RI� (FR7HFK� 0DQXIDFWXULQJ� LQ�

DGGUHVVLQJ�HQYLURQPHQWDO�FRQFHUQV�WKURXJK�DQ�LQWHUQDO�DXGLW��

x� &ROODERUDWLRQ� ZLWK� HQYLURQPHQWDO� H[SHUWV� DQG� NH\� VWDNHKROGHUV� LV� FUXFLDO� IRU� WKH�
VXFFHVV�RI�HQYLURQPHQWDO�DXGLWV��

x� 7KH� LPSOHPHQWDWLRQ� RI� UHFRPPHQGDWLRQV� DQG� RQJRLQJ� PRQLWRULQJ� FRQWULEXWH� WR� D�
VXVWDLQDEOH�DQG�HQYLURQPHQWDOO\�UHVSRQVLEOH�EXVLQHVV�PRGHO��

�
2Q�$XGLW�3URJUDP��&0$�&OXE�9LVLW�WR�*RD�5HVRUW�

2EMHFWLYH�� 7R� YHULI\� DQG� HQVXUH� WKDW� DOO� XVDJH� FKDUJHV� IRU� UHVRUW� IDFLOLWLHV�� LQFOXGLQJ� WKH�
VZLPPLQJ�SRRO��KHDOWK�FDUH��J\P��IRRG�FRXUW��JROI�FRXUVH��HWF���DQG�IRRG�ELOOV�LQFXUUHG�E\�&0$�
&OXE�PHPEHUV�GXULQJ�WKHLU���QLJKW�VWD\��KDYH�EHHQ�DFFXUDWHO\�UHFRUGHG�DQG�SDLG�LQ�IXOO�EHIRUH�
FKHFNRXW��

6FRSH��7KH�DXGLW�ZLOO�FRYHU�DOO�DVSHFWV�RI�XVDJH�FKDUJHV�DQG�IRRG�ELOOV�UHODWHG�WR�WKH�VWD\�RI�
&0$�&OXE�PHPEHUV�DW�WKH�*RD�5HVRUW��

$XGLW�6WHSV��

��� 5HYLHZ�5HVHUYDWLRQ�5HFRUGV��
x� 2EWDLQ�WKH�UHVHUYDWLRQ�UHFRUGV�IRU�&0$�&OXE�PHPEHUV
�VWD\�DW�WKH�*RD�5HVRUW��
x� &RQILUP�WKH�FKHFN�LQ�DQG�FKHFN�RXW�GDWHV��

��� &KHFN�8VDJH�&KDUJHV��
x� ([DPLQH�WKH�UHFRUGV�RI�HDFK�FOXE�PHPEHU
V�XVDJH�RI�UHVRUW�IDFLOLWLHV��LQFOXGLQJ�

WKH�VZLPPLQJ�SRRO��KHDOWK�FDUH��J\P��IRRG�FRXUW��JROI�FRXUVH��HWF��
x� 9HULI\�WKDW�XVDJH�FKDUJHV�DUH�DFFXUDWHO\�UHFRUGHG�IRU�HDFK�IDFLOLW\��

��� 9HULI\�)RRG�%LOOV��
x� &ROOHFW�IRRG�ELOOV�IRU�DOO�PHDOV�FRQVXPHG�E\�&0$�&OXE�PHPEHUV�GXULQJ�WKHLU�

VWD\��
x� (QVXUH� WKDW� WKH� ELOOV� LQFOXGH� GHWDLOV� VXFK� DV� GDWH�� WLPH�� LWHPV� RUGHUHG�� DQG�

TXDQWLW\��
��� &URVV�&KHFN�ZLWK�0HPEHU�6LJQDWXUHV��

x� 0DWFK�VLJQDWXUHV�RQ�IDFLOLW\�XVDJH�DQG�IRRG�ELOOV�ZLWK�WKH�VLJQDWXUHV�RQ�FKHFN�
LQ�DQG�FKHFN�RXW�GRFXPHQWV��

x� &RQILUP�WKDW�WKH�FKDUJHV�ZHUH�LQFXUUHG�E\�WKH�DFWXDO�FOXE�PHPEHUV��
��� &RQILUP�3D\PHQW�$XWKRULVDWLRQ��

x� 9HULI\�WKDW�DOO�XVDJH�FKDUJHV�DQG�IRRG�ELOOV�KDYH�EHHQ�DXWKRULVHG�IRU�SD\PHQW�
E\�WKH�&0$�&OXE��

x� &URVV�FKHFN�ZLWK�DQ\�SUH�DXWKRULVDWLRQ�UHFRUGV��
��� 5HYLHZ�3D\PHQW�5HFRUGV��

x� ([DPLQH�SD\PHQW� UHFRUGV� WR�HQVXUH�WKDW�DOO�XVDJH�FKDUJHV�DQG�IRRG�ELOOV�DUH�
VHWWOHG�EHIRUH�WKH�FOXE�PHPEHUV
�FKHFNRXW��

x� &RQILUP�WKDW�SD\PHQWV�PDWFK�WKH�UHFRUGHG�DPRXQWV��
��� &KHFN�IRU�&RPSOLPHQWDU\�6HUYLFHV��

x� 5HYLHZ� UHFRUGV� WR� FRQILUP� LI� DQ\� VHUYLFHV� RU� PHDOV� ZHUH� RIIHUHG� DV�
FRPSOLPHQWDU\�WR�WKH�&0$�&OXE�PHPEHUV��

x� (QVXUH�WKDW�FRPSOLPHQWDU\�VHUYLFHV�DUH�SURSHUO\�GRFXPHQWHG�DQG�DXWKRULVHG��
��� ([DPLQH�'LVFRXQWV�RU�3URPRWLRQV��

x� &KHFN� IRU� DQ\�GLVFRXQWV�RU�SURPRWLRQV�DSSOLHG� WR� WKH�XVDJH�FKDUJHV�RU� IRRG�
ELOOV��

x� 9HULI\�WKH�OHJLWLPDF\�DQG�DXWKRULVDWLRQ�RI�DQ\�GLVFRXQWV��
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��� $XGLW�,QWHUQDO�&RQWUROV��
x� $VVHVV� WKH� HIIHFWLYHQHVV� RI� LQWHUQDO� FRQWUROV� UHODWHG� WR� ELOOLQJ� DQG� SD\PHQW�

SURFHVVHV��
x� (YDOXDWH�VHJUHJDWLRQ�RI�GXWLHV�WR�SUHYHQW�IUDXGXOHQW�DFWLYLWLHV��

����&RQILUP�&RPSOLDQFH�ZLWK�&OXE�3ROLFLHV��
x� (QVXUH�WKDW�WKH�UHVRUW
V�ELOOLQJ�DQG�SD\PHQW�SURFHGXUHV�DOLJQ�ZLWK�WKH�SROLFLHV�

DQG�JXLGHOLQHV�HVWDEOLVKHG�E\�WKH�&0$�&OXE��
����5HYLHZ�'RFXPHQWDWLRQ�7UDLO��

x� )ROORZ�WKH�GRFXPHQWDWLRQ�WUDLO�IURP�WKH�LQLWLDWLRQ�RI�XVDJH�WR�SD\PHQW��HQVXULQJ�
FRPSOHWHQHVV�DQG�DFFXUDF\��

�
����3HUIRUP�6DPSOH�7HVWLQJ��

x� &RQGXFW�VDPSOH�WHVWLQJ�RI�D�UDQGRP�VHOHFWLRQ�RI�XVDJH�FKDUJHV�DQG�IRRG�ELOOV�WR�
YDOLGDWH�WKH�DFFXUDF\�DQG�FRPSOHWHQHVV�RI�UHFRUGV��

5HSRUWLQJ�� 3UHSDUH� D� FRPSUHKHQVLYH� DXGLW� UHSRUW� VXPPDULVLQJ� WKH� ILQGLQJV�� LQFOXGLQJ� DQ\�
GLVFUHSDQFLHV�RU�QRQ�FRPSOLDQFH�ZLWK�HVWDEOLVKHG�SURFHGXUHV��3URYLGH�UHFRPPHQGDWLRQV�IRU�
LPSURYHPHQWV�DQG�HQKDQFHPHQWV�WR�LQWHUQDO�FRQWUROV�LI�QHHGHG��

)ROORZ�8S��(QJDJH�ZLWK�UHVRUW�PDQDJHPHQW�WR�GLVFXVV�WKH�DXGLW�ILQGLQJV�DQG�FROODERUDWH�RQ�
LPSOHPHQWLQJ�FRUUHFWLYH�DFWLRQV��&RQGXFW�IROORZ�XS�DXGLWV��LI�QHFHVVDU\��WR�HQVXUH�VXVWDLQHG�
FRPSOLDQFH�ZLWK�ELOOLQJ�DQG�SD\PHQW�SURFHGXUHV��
�
2Q�$XGLW�3UHVHQWDWLRQ��
7LWOH�� ,PSOHPHQWDWLRQ� RI�0DFKLQH�%DVHG� $WWHQGDQFH� 5HFRUGLQJ� 6\VWHP� DW� 1R�0DQ
V�
/DQG�3ODQW���$XGLW�&RPPLWWHH�3UHVHQWDWLRQ�
�
6OLGH����7LWOH�6OLGH�

x� 7LWOH���0RGHUQLVLQJ�$WWHQGDQFH�5HFRUGLQJ�DW�1R�0DQ
V�/DQG�3ODQW��
x� 6XEWLWOH���$�3URSRVDO�IRU�,PSOHPHQWLQJ�0DFKLQH�%DVHG�$WWHQGDQFH�6\VWHP��
x� 'DWH��>3UHVHQWDWLRQ�'DWH@�

�
6OLGH����,QWURGXFWLRQ�

x� %ULHI�LQWURGXFWLRQ�WR�WKH�FXUUHQW�DWWHQGDQFH�UHFRUGLQJ�PHWKRGV��
x� 2YHUYLHZ�RI�WKH�QHHG�IRU�PRGHUQLVDWLRQ�DQG�HIILFLHQF\�LPSURYHPHQW��
x� ,QWURGXFWLRQ� RI� WKH� SURSRVDO� WR� LPSOHPHQW� D�0DFKLQH�%DVHG�$WWHQGDQFH� 5HFRUGLQJ�

6\VWHP��
�

6OLGH����2EMHFWLYHV�RI�WKH�0DFKLQH�%DVHG�6\VWHP�
x� ,PSURYLQJ�DFFXUDF\�DQG�UHOLDELOLW\�LQ�DWWHQGDQFH�UHFRUGLQJ��
x� (QKDQFLQJ�HIILFLHQF\�DQG�UHGXFLQJ�PDQXDO�HIIRUWV��
x� 6WUHQJWKHQLQJ�FRQWURO�PHDVXUHV�DQG�GDWD�VHFXULW\��

�
6OLGH����%HQHILWV�RI�0DFKLQH�%DVHG�6\VWHP�

x� $FFXUDWH�DQG�UHDO�WLPH�DWWHQGDQFH�WUDFNLQJ��
x� 5HGXFWLRQ�LQ�PDQXDO�HUURUV�DQG�GDWD�GLVFUHSDQFLHV��
x� 6WUHDPOLQHG�SD\UROO�SURFHVVLQJ��
x� ,PSURYHG�FRPSOLDQFH�ZLWK�ODERXU�UHJXODWLRQV��
x� (QKDQFHG�HPSOR\HH�DFFRXQWDELOLW\��

�

6OLGH����6\VWHP�)HDWXUHV�
x� %LRPHWULF�DXWKHQWLFDWLRQ�IRU�HPSOR\HH�LGHQWLILFDWLRQ��
x� ,QWHJUDWLRQ�ZLWK�+5�DQG�3D\UROO�V\VWHPV��
x� 5HDO�WLPH�UHSRUWLQJ�DQG�PRQLWRULQJ�FDSDELOLWLHV��
x� &XVWRPLVDEOH�DFFHVV�OHYHOV�IRU�DGPLQLVWUDWRUV��
x� $XGLW�WUDLOV�IRU�WUDFNLQJ�FKDQJHV�DQG�V\VWHP�XVDJH��

�
6OLGH����,7�(QDEOHG�&RQWUROV�

x� 'DWD�(QFU\SWLRQ��(QVXULQJ�GDWD�VHFXULW\�DQG�FRQILGHQWLDOLW\��
x� 8VHU�$XWKHQWLFDWLRQ��5ROH�EDVHG�DFFHVV�DQG�PXOWL�IDFWRU�DXWKHQWLFDWLRQ��
x� $XGLW�7UDLOV��/RJJLQJ�DOO�V\VWHP�DFWLYLWLHV�IRU�PRQLWRULQJ�DQG�DFFRXQWDELOLW\��
x� 5HJXODU� 6HFXULW\� $XGLWV�� &RQGXFWLQJ� SHULRGLF� UHYLHZV� WR� LGHQWLI\� DQG� DGGUHVV�

YXOQHUDELOLWLHV��
�

6OLGH����,PSOHPHQWDWLRQ�7LPHOLQH�
x� 3KDVHG�LPSOHPHQWDWLRQ�SODQ�WR�PLQLPLVH�GLVUXSWLRQ��
x� .H\�PLOHVWRQHV�DQG�GHDGOLQHV��
x� 7HVWLQJ�DQG�YDOLGDWLRQ�SURFHVVHV��

�
6OLGH����%XGJHW�DQG�5HVRXUFHV�

x� 2YHUYLHZ�RI�HVWLPDWHG�FRVWV��
x� 5HVRXUFH�UHTXLUHPHQWV�IRU�LPSOHPHQWDWLRQ��
x� 5HWXUQ�RQ�,QYHVWPHQW��52,��SURMHFWLRQV��

�
6OLGH����5LVN�0LWLJDWLRQ�

x� ,GHQWLILFDWLRQ�RI�SRWHQWLDO�ULVNV�DVVRFLDWHG�ZLWK�WKH�LPSOHPHQWDWLRQ��
x� 6WUDWHJLHV�IRU�ULVN�PLWLJDWLRQ�DQG�FRQWLQJHQF\�SODQV��

�
6OLGH�����7UDLQLQJ�DQG�&KDQJH�0DQDJHPHQW�

x� (PSOR\HH�WUDLQLQJ�SURJUDPV�IRU�V\VWHP�XVDJH��
x� &KDQJH�PDQDJHPHQW�VWUDWHJLHV�WR�IDFLOLWDWH�VPRRWK�WUDQVLWLRQ��
x� &RPPXQLFDWLRQ�SODQV�WR�NHHS�HPSOR\HHV�LQIRUPHG��

�
6OLGH�����&RPSOLDQFH�DQG�/HJDO�&RQVLGHUDWLRQV�

x� (QVXULQJ�FRPSOLDQFH�ZLWK�GDWD�SURWHFWLRQ�ODZV��
x� $GGUHVVLQJ�HPSOR\HH�SULYDF\�FRQFHUQV��
x� /HJDO�FRQVLGHUDWLRQV�LQ�WKH�LPSOHPHQWDWLRQ�SURFHVV��

�
6OLGH�����5HFRPPHQGDWLRQV�

x� 3URSRVDO�IRU�$XGLW�&RPPLWWHH�DSSURYDO��
x� 5HTXHVW�IRU�DOORFDWLRQ�RI�QHFHVVDU\�UHVRXUFHV��
x� $VVXUDQFH�RI�FRQWLQXRXV�PRQLWRULQJ�DQG�HYDOXDWLRQ��

�
6OLGH�����4	$�

x� ,QYLWH�TXHVWLRQV�DQG�GLVFXVVLRQV�IURP�WKH�$XGLW�&RPPLWWHH��
�

6OLGH�����&RQFOXVLRQ�
x� 6XPPDU\�RI�NH\�SRLQWV��
x� 5HLWHUDWLRQ�RI�WKH�EHQHILWV�DQG�YDOXH�RI�WKH�SURSRVHG�V\VWHP��

�

6OLGH�����1H[W�6WHSV�
x� 2XWOLQH�RI�WKH�QH[W�VWHSV�LQ�WKH�LPSOHPHQWDWLRQ�SURFHVV��
x� &RQILUPDWLRQ�RI�RQJRLQJ�FRPPXQLFDWLRQ�DQG�XSGDWHV��

�
�
1RWH�WR�3UHVHQWHU��

x� %H� SUHSDUHG� WR� DGGUHVV� SRWHQWLDO� FRQFHUQV� UHODWHG� WR� GDWD� VHFXULW\�� SULYDF\�� DQG� WKH�
RYHUDOO�LPSDFW�RQ�HPSOR\HHV��

x� (PSKDVLVH� WKH� VWUDWHJLF� DGYDQWDJHV� RI� WKH� SURSRVHG� V\VWHP� LQ� WHUPV� RI� HIILFLHQF\��
DFFXUDF\��DQG�FRPSOLDQFH��

�
�
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Multiple Choice Questions ( MCQ)



Multiple Choice Questions ( MCQ)
1. Internal Audit Program is prepared by –

      A. Client/ Employer 

      B. Audit Committee

      C. Internal Auditor


2. For on-line product sale by Company, the Internal Audit Head to focus on –

      A. Price difference from Brick & Morter shop

      B. Returns by Customers ( 30% of sales)

      C. COD ( Cash On Delivery) collection

      D. IT Controls


3. Which of the following controls would ensure that Securities are not lost, stolen , diverted  -

     A. Physical security of the  place

     B. E-Files with approval 

      C.  Accounting Records

      D. All of the above


4. Scrap sale value realization depends on –

    A. Segregation of scrap

    B. Vendor

    C. As is where is basis

    D. Seller




1. Internal Audit Program is prepared by –

      A. Client/ Employer 

      B. Audit Committee

      C. Internal Auditor


2. Which of the following is not an inherent limitation of Internal Control System ?

     A. Management override

     B. Inefficient Internal Audit Dept.

     C. Collusion


3.The ………………….. Is to provide resources and staff members to accompany the Internal Auditors during site visit –

    A. Audit Department

    B. Head of the Site

    C. Auditee


4. Objective of Investigation is –

     A. Find Fraud

     B. Discover Error

     C. Verify transactions

     D. All of the above 


Multiple Choice Questions ( MCQ)



1. Kitchen Order Ticket is associated with -

     A. Food chain

     B. IA Tools and Kit

     C. Restaurant

     D. Airline Ticket Booking


2. Mr. R enters a payment voucher in SAP, which approved by Mr. A as per Delegation of Power. It is –

     A. Internal Audit

     B. Internal Check

     C. Internal Control

     D. All of the above


3. Verification refers to –

    A.  Checking entries

    B. Existence of Assets   

    C. Fact finding

    

4. Internal Auditor appointed by Management , should share findings with Management only.

   A. True

   B. False

 


Multiple Choice Questions ( MCQ)



Multiple Choice Questions ( MCQ)
1. Cross Border transactions can’t entered with ‘Related Parties’

      A. True

      B. False


2. Which of the following is based on the principle of ‘division of work’ ?

A. Internal Control ; B. Internal Check ; C. Internal Audit ; D. All of the A,B,C


3. Which is the correct sequence while performing an IA Assignment ?

A – Audit Report ; B – Audit Programme; C – Audit Note Book ; D- Audit Files 


4. Fraud is applicable for Financial Audit only – True or False


5. What is Cyber Security ?


A- What is Cyber Security? 
a) Cyber Security provides security against malware 
b) Cyber Security provides security against cyber-terrorists 
c) Cyber Security protects a system from cyber attacks 
d) All of the mentioned 



Multiple Choice Questions ( MCQ)
1. Which of the following is a component of cyber security? 

a) Internet Of Things (IOT) 
b) AI 
c) Database 
d) Attacks


2. Outsourced Internal Audit Firm is not guided by Audit Committee

 A. False ; B. True


3. Head of Audit of a Limited Corporate, not supposed to monitor the activities of the outsourced Firm, since they are specialist

A. True ; B. False


4. Process Review includes only review of manufacturing Process by Internal Audit

A. False ; B. True


5. Exclusion of scope in an audit engagement, absolves the Internal Auditor for Fraud in the said audit area.

A. False ; B. True


6. Internal Auditor is not responsible for tracking the implementation of the suggestion made in earlier Audit Report.

A. True ; B. False
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1. Internal Audit Head can be–
      A. Engineer
      B. Medical Degree Holder
      C.  IT Expert
      D. Any of the above

2. Review of ‘Insurance’ should not form part of Risk Based Audit Plan, since it relates to mitigation of  Risk 
    A. Agree
    B. Disagree

3. Internal Audit is not mandatory for  listed Companies 
    A. True
    B. False

4. Risk Management is not under the purview of Internal Audit
    A. True
    B. False

5. Data Analysis helps IA to crystalize Audit Findings
    A. True
    B. False
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1. _____ are processes put in place by management to ensure integrity of financial statements, operational objectives, and
compliance with applicable regulations and policies.
A. Risk management
B. Risk matrices
C. Inherent risks
D. Internal controls

2. What is called when internal audit compares the list of risks they identify to the risks management identified to see if there are 
any inconsistencies?
A. Risk assessment
B. Internal control assessment
C. Risk management
D. Gap analysis

3. Which of the following is NOT a main element of a sales system?
(A). Receiving orders from customers
(B). Marketing
(C). Despatching the goods and invoicing customers
(D). Recording sales and debtors in the accounts
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1. Which of the following is NOT an accepted method of selection in sampling?

(A). Systematic selection

(B). Pervasive selection

(C). Random selection

(D). Haphazard selection

2. Which of the following is NOT a main element of a purchases system?

(A). Placing orders

(B). Receiving purchase invoices

(C). Goods received

(D). Decisions at board level on whether to incur capital expenditure

 

 3. The main object of the audit of the cash book may be ________.

A. to verify the assets and liabilities.

B. to know that all receipts and payments have been properly recorded.

C. to check the internal control system in business.

D. to check the bank balance
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1. The purpose of the audit of wage payment is to determine that __________.
A. the work is executed completely for which the workers are paid wages.
B. the workers are paid the correct amount of wages under proper authorization.
C. the workers are working regularly.
D. none of the above.

2. Audit in depth means __________.
A. audit of each and every item.
B. intensive audit of each and every item.
C. intensive audit of a few items.
D. audit of a few selected items
 
3. The most difficult type of misstatement to detect fraud is based on __________.
A. related party purchases.
B. related party sales.
C. the restatement of sales.
D. omission of a sales transaction from being recorded.
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1. Which of the following is not likely to be a fraud risk factor relating to management 
characteristics?
A. Tax evasion.
B. Failure to correct known weakness in internal control system.
C. Adoption of conservative accounting principles.
D. High management turnover.

2. An auditor who accepts an audit but does not posses the industry expertise of the business 
entity should
______________.
A. engage experts.
B. obtain knowledge of matters that relate to the nature of entity business.
C. inform management about it.
D. take help of other auditors.

3. To provide for the greatest degree of independence in performing internal auditing functions, 
an internal auditor most likely should report to the
A. Financial vice president
B. Corporate controller
C. Board of directors
D. Corporate stockholders
 



328

1. Which of the following is a general control that would most likely assist an entity whose system analyst left the entity in the 
middle of a major project?
A. Son-father-grandfather record retention
B. Input and output validation routines
C. Systems documentation
D. Check digit verification 

2. A review of an EDP system reveals the following items.  Which of these is a potential internal control weakness?
A. Backup master files are stored in a remote location
B. Users must verbally approve all changes to be made to application programs
C. Computer operators have restricted access to system programs and data files
D. Computer operators are required to take vacations

3. An auditor=s primary consideration regarding an entity=s internal control structure policies and procedures is whether the 
policies and procedures
A. Affect the financial statement assertions
B. Prevent management override
C. Relate to the control environment
D. Reflect management=s philosophy and operating style
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1. An online bank teller system permitted withdrawals from inactive Accounts. The best control for denying such 
withdrawals is 
A. Proof calculation
B. Check digit verification
C. Master file lookup
D. Duplicate record check

2. Audit Note Book contains: --------------------------------------------------------- (A) Various dates of reference. (B) Details of work done. 
(C) Notes regarding item requiring clarification, explanations, etc. (D) All of the above.

3. A good audit report must at least meet one of the following qualifications: (A) It should offer constructive and timely
suggestions to the management. (B) It should not point out mistakes. (C) It should not be based on factual information. (D) It
should not be based on balance sheet.

4. Audit in depth means : (A) Audit of each and every item. (B) Intensive audit of each and every item. (C) Intensive audit of few
items. (D) Audit of a few selected items.

5. Before the work of audit is commenced, the auditor plans out the whole of audit work is known as – (A) Audit plan (B) Audit 
note (C) Audit risk (D) Audit program



330

1. Shares issued for consideration other than cash should be vouched with help of – (A) Directors minutes book (B) Shareholders 
minute’s book (C) Contract with the party concerned (D) Cash book 

2. The panel of Auditors of cooperative society is maintained by – (A) Charted Accountant (B) Central Government (C) Registrar
(D) Shareholders

3. Outstanding expenses should be verified with the help of – (A) Cashbook (B) Balance book (C) Journal proper (D) None of
above.

2. The external auditor shall not use the work of the internal audit function if the external auditor determines
that:

1.the function's organizational status and relevant policies and procedures do not adequately support the 
objectivity of internal auditors.
2.the function lacks sufficient competence.
3.the function does not apply a systematic and disciplined approach, including quality control.
4.all of the above.
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1. Basic difference between management audit and operational audit is in:
1.method
2.level of appraisal
3.method as well as level of appraisal
4.neither method nor level of appraisal.

2. Example of ‘value addition’ through audit activities include ( any one of the following)
a. Finding a potential saving in the area of audit
b. Identification of Equipment failure
c. Restructuring of staff duty allocation
d. identification of wealth of  person already written off as Bad Debt

3. Excess Labour identification can be done through 
a. Time and Motion study
b. Budgeted production time
c. Overtime hours and payment made
d. High idle time

4.MTTR ( Mean Time To Repair ) and MTBF ( Mean Time Between Failure) are parameters for 
a. Equipment Availability
b. Efficiency of Maintenance Gang     c. How to increase Equipment Efficiency d. Replacement of Equipment failing 
repeatedly
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1. ‘Price Discovery’ is a mechanism used for-
a. Price determination in a competitive environment
b. Price determination after interaction with buyers and sellers
c. Understanding buyer sentiment
d. Retail industry

2. Quarantine Zone term is used for 
a. quarantine area used for storage until they are sampled, tested or examined
b. quarantine area used in hospitals for medicines
c. quarantine area are measured place for keeping costly materials 

3. PTPK (Per Ton Per Kilometer) is used as a parameter for 
a. Vehicle running cost
b. Logistic cost
c. Selection of Vehicle
d. Sales and Distribution cost

4. ‘Discharge Rate’ is associated with –
a. Unloading liquid Cargo
b. Unloading bulk cargo
c. Unloading cargo manually from Vessels


