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Preface

Not many would claim to enjoy the process of compiling and preparing work papers, but it's an important aspect of an auditor’s responsibilities. Work papers/ Audit Documents provide the principal support for an auditor's report. They aren't just a necessary evil but keep auditors on track as they document the audit purpose, process, and outcome for others.

Many a time work papers are compiled after the completion of an audit, rather than as it progressed. This practice is not very productive. Building work paper binders as you audit enable your documentation to contribute to the value of the audit.

Major frauds and business failures like the Enron Collapse focused attention on audit documentation and the issue of work paper retention and have led to the laying down of strict regulations on audit documentation
This book aims to provide comprehensive information on documentation for audit including documentation for peer review / Financial Review and other assurance services.

While the requirements and contents for documentation may differ from case to case, it is hoped that this book will be guidance for the general documentation requirements 
I will appreciate if our readers can give suggestions and criticism and call our attention to errors, which might have inadvertently crept in so that they can be included in our future edition or replied through email rajkumarfca@gmail.com.  
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Chapter 1

Introduction

“The skill of an accountant can always be ascertained by an inspection of his working papers.”— Robert H. Montgomery, Montgomery’s Auditing, 1912
 1.1 Meaning of Documentation

The word “document” is used to refer to a written or printed paper that bears the original, official, or legal form of something and can be used to furnish decisive evidence or information. “Documentation” refers to the act or an instance of the supplying of documents or supporting references or records.

According to Auditing and Assurance standard 3 (AAS 3) issued by the Institute of Chartered Accountants of India “Documentation”  refers to the working papers prepared or obtained by the auditor and retained by him , in connection with the performance of the audit.

1.2 Audit
In audit, the Chartered Accountant’s objective is to provide a high (but not absolute) level of assurance on the reliability of financial statements. The auditor provides a positive opinion which essentially states that based on the work performed; the financial statements comply with relevant accounting standards and principles.  The level of testing procedures to obtain the evidence necessary to support such an opinion is high.

An audit engagement involves a study and evaluation of internal accounting controls, detailed tests of accounting records, or corroborative evidence through inspection, observation and confirmation which is not usually required in a review engagement.

1.3 Review

In contrast, a review provides a negative assurance report giving only a moderate level of assurance on the reliability of the financial information. The report essentially states that nothing has come to the reviewer’s attention to indicate that the financial information is not presented fairly in accordance relevant accounting standards and principles. Review engagements are designed as a limited review of financial statements; therefore the risk of mistakes, omissions or incorrect disclosures is considerably greater than with an audit. 

1.4 Peer review
The dictionary meaning of the word “Peer” is “A person who has equal standing with another or others”. 

The term “Review” is defined as “subject to a formal inspection or appraisal and reassessment of the matter in question”.

Thus, peer review for chartered accountants would mean evaluation of a colleague’s work professionally. Peer review applies only to practicing Chartered Accountants as Audit and assurance work can be performed by practicing Chartered Accountants only.

Peer review is conducted with an idea to suggest improvements in the reporting services provided unlike auditing and investigation which are conducted with a focus to comment on the truthfulness of the financial and accounting records.

1.5 Other Assurance services
The other types of assurance services usually provided by an auditor which are not related to Audit include:

· Due diligence report

Chapter 2

Form and content of documentation

The form and content of audit documentation should be designed to meet the circumstances of the particular audit. The information contained in audit documentation constitutes the principal record of the work that the auditors have performed in accordance with standards and the conclusions that the auditors have reached. The quantity, type, and content of audit documentation are a matter of the auditors’ professional judgment. The Audit documentation therefore is not restricted to being only on papers, but can also be on electronic media
2.1 Factors that determine the form and content of documentations

 Generally the factors that determine the form and content of documentations for a particular engagement are:

a) The nature of the engagement

b) The nature of the business activity of the client

c) The status of the client

d) Reporting format

e) Relevant legislations applicable to the client

f) Records maintained by the client

g) Internal controls in operation

h) Quality of audit assistants engaged in the particular assignment and the need to direct and supervise their work

2.2 Permanent and Current Audit files

In the case of recurring audits, some working paper files may be classified as permanent audit files, which are updated currently with information of continuing importance to succeeding audits. In contrast current audit files contain information relating primarily to the audit of a single period.

A)  A permanent audit file normally includes:

a) Copy of initial appointment letter if the engagement is of recurring nature

b) Record of communication with the retiring auditor, if any, before acceptance of the appointment as auditor

c) NOC from previous auditor

d) Information concerning the legal and organisational structure of the entity.

 In the case of a company, this includes the Memorandum and Articles of Association. 

  In the case of a statutory corporation, this includes the Act and Regulations under which the corporation functions .i.e.

i. In case of partnerships- Partnership deed

ii. In case of trusts- Trust deed

iii. In case of societies- Certificate of registration/ Rules and Bye-laws.

e) Organisational structure of the client

f) List of governing body including Name, Address and contact details. For Instance, the List of Directors in case of a company, List of partners in a partnership and list of Trustees in a Trust.

g) Extracts or copies of important legal documents, agreements and minutes relevant to the audit.

h) A record of the study and evaluation of the internal controls related to the accounting system. This might be in the form of narrative descriptions, questionnaires or flow charts, or some combination thereof.

i) Copies of audited financial statements for previous years

j) Analysis of significant ratios and trends

k) Copies of management letters issued by the auditor, if any.

l) Notes regarding significant accounting policies. 

m) Significant audit observations of earlier years.

n) Assessment of risks and risk management

o) Major policies related to Purchases and Sales

p) Details of sister concerns

q) Details of Bankers, Registrars, Lawyers etc

r) Systems and Data Security policies

s) Business Continuity Plans

B) A current file normally includes
The current file normally includes:

a) Correspondence relating to acceptance of annual reappointment.

b)  Extracts of important matters in the minutes of Board Meetings and General Meetings, as are relevant to the audit.

c) Evidence of the planning process of the audit and audit programme
d) Analysis of transactions and balances.

e) A record of the nature, timing and extent of auditing procedures performed, and the results of such procedures
f) Evidence that the work performed by assistants was supervised and reviewed.

g) Copies of communications with other auditors, experts and other third parties.

h) Copies of letters or notes concerning audit matters communicated to or discussed with the client, including the terms of the engagement and material weaknesses in relevant internal controls.

i) Letters of representation or confirmation received from the client.

j)  Conclusions reached by the auditor concerning significant aspects of the audit, including the manner in which exceptions and unusual matters, if any, disclosed by the auditor’s procedures were resolved or treated.

k)  Copies of the financial information being reported on and the related audit reports.

l) Audit review points and highlight.

m)  Major weakness in Internal control

2. Need for Audit documentation
Documents believed to be related to Enron were destroyed, focusing the attention of regulators and lawmakers on the contents and retention of audit documentation. 

The audit working papers (current and permanent) for a client audit engagement should be sufficiently detailed to enable another appropriately experienced and competent auditor who is not familiar with the client to obtain an overall understanding of the engagement. 

Chapter 3

Need for Audit documentation

3.1 The need for Working papers
The need for Working papers can be listed as follows:
a) They aid in the planning and performance of the audit;

b) They aid in the supervision and review of the audit work and to review the quality of work performed, in accordance with AAS 17 “Quality Control for Audit Work”;
c) They provide evidence of the audit work performed to support the auditor’s opinion
d) They document clearly and logically the schedule, results of test, etc. 

e) The  working papers should evidence compliance with technical standards
f) They document that Internal control has been appropriately studied and evaluated; and 
g) They document that the evidence obtained and procedures performed afford a reasonable basis for an opinion.
h) They retain a record of matters of continuing significance to future audits of the entity;
i) They enable  an experienced auditor to conduct quality control reviews in accordance with Statement on Peer Review issued by the Institute of Chartered Accountants of India;
j) The process of preparing sufficient audit documentation contributes to the quality of an audit

k) They fulfil the need to document oral discussions of significant matters and communicate to those charged with governance, as discussed in AAS 27, “Communication of Audit Matters with those Charged with Governance.
3.2 Guidance to staff on Audit documentation

Proper guidance should be given to staff regarding the following
a) Filing/keeping of working papers

b) Checklist of documents to be obtained and maintained
c) Indexing of documents/ working papers

d) Proper numbering/ sequencing of  working papers

e) Summarizing of overall findings

f) Writing of queries

g) Discussing with seniors on matters of importance

h)  Disposing of Query -at staff level/ senior level/ partner level

i) Importance of the working papers to be  signed, dated and approved by relevant level of audit staff with sufficient cross reference

j) Importance of depicting  the client’s name, file number, accounting period, subject of working paper and reference of working paper with current or permanent file 

Chapter 4
Retention of working papers/ documents
4.1 Period of retention
The auditor should retain the working papers for a period of time sufficient to meet the needs of his practice and satisfy any pertinent legal or professional requirements of record retention.
4.2 Ownership and custody 
Working papers are the property of the auditor. The auditor may, at his discretion, make portions of or extracts from his working papers available to his client.

The auditor should adopt reasonable procedures for custody and confidentiality of his working papers 

4.3 Requests for access to Working papers- 


The following are to be noted in this regard:

1. AAS 1, Basic Principles Governing An Audit, states in para 6, “The auditor should respect the confidentiality of information acquired in the course of his work and should not disclose any such information to a third party without specific authority or unless there is a legal or professional duty to disclose.” 
 (AAS) 3, Documentation (Paragraph 13), states, “Working papers are the property of the auditor. The auditor may, at his discretion, make portions of or extracts from his working papers available to his client.” AAS  3 further requires (paragraph 14), inter alia, that the “auditor should adopt reasonable procedures for custody and confidentially of his working papers.”

2.
Part I of the Second Schedule to the Chartered Accountants Act, 1949 provides that “A Chartered Accountant in practice shall be deemed to be guilty of professional misconduct, if he –

“Discloses information acquired in the course of his professional engagement to any person other than his client so engaging him, without the consent of his client or otherwise than as required by any law for the time being in force.”

3.
Requests may be  received by the members of the Institute, who have/had been performing the duties as the auditors of an enterprise, to provide access to their audit working papers from the clients or other auditors of the enterprise or its related enterprise such as a parent enterprise.

4.
Under the circumstances ICAI has  clarified that except to the extent stated in para 5 below, an auditor is not required to provide the client or the other auditors of the same enterprise or its related enterprise such as a parent or a subsidiary, access to his audit working papers.  The main auditors of an enterprise do not have right of access to the audit working papers of the branch auditors. In the case of a company, the statutory auditor has to consider the report of the branch auditor and has a right to seek clarifications and/or to visit the branch if he deems it necessary to do so for the performance of the duties as auditor. An auditor can rely on the work of another auditor, without having any right of access to the audit working papers of the other auditor.  For this purpose, the term ‘auditor’ includes ‘internal auditor’.

5.
As stated in para 4, the client does not have a right to access the working papers of the auditor. However, the auditor may, at his discretion, in cases considered appropriate by him, make portions of or extracts from his working papers available to the client.

Chapter 5
Tips for Auditors on documentation / working papers

General guidelines for the preparation of working papers are:

a) Clarity and Understanding -As a preparer of audit documentation, step back and read your work objectively. Would it be clear to another auditor?

Working papers should be clear and understandable without supplementary oral explanations. With the information the working papers reveal, a reviewer should be able to readily determine their purpose, the nature and scope of the work done and the preparer's conclusions.

b) Completeness and Accuracy – As a reviewer of documentation, if you have to ask the audit staff basic questions about the audit, the documentation probably does not really serve the purpose. 

Work papers should be complete, accurate, and support observations, testing, conclusions, and recommendations. They should also show the nature and scope of the work performed.

c) 
Pertinence – Limit the Information in working papers to matters that are important and necessary to support the objectives and scope established for the assignment.

d) 
Logical Arrangement – File the Working papers in a logical order. 

e) 
Legibility and Neatness – Be neat in your work. Working papers should be legible and as neat as practical. Sloppy work papers may lose their worth as evidence. Crowding and writing between lines should be avoided by anticipating space needs and arranging the work papers before writing.

f) 
Safety- Keep your work papers safe and retrievable

g)     Initial and Date- Put your initials and date on every working paper

h)      Summary of conclusions- Summarize the results of work performed and identify the overall significance of any weaknesses or exceptions found.

Chapter 6
Changes to Audit Documentation
6.1 Subsequent events” occurring between the Balance sheet date and the Audit report- AAS 19

Exceptional circumstances may require the auditor to perform new audit procedures or lead the auditor to reach new conclusions. In such circumstances, the auditor should document the changes necessary to reflect either the performance of the new audit procedures or the new conclusions reached, including:

(a) When and by whom such changes were made, and (where applicable) reviewed;

(b) The specific reasons for the changes; and

(c) The effect, if any, of the changes on the auditor’s conclusions.

6.2 New Information Received after the Date of the Auditor’s Report


Although the auditor has no responsibility to perform audit procedures after the date of the auditor’s report. The auditor may, however, receive new information after that date relating to the audit, for example a belated third party confirmation or confirmation of the final outcome of a material litigation case against the entity that was pending at the period end. Under the circumstances the auditor  has to consider whether to perform audit procedures on the new information, taking into account such factors as the nature and significance of the information or whether the passage of time has superseded the relevance of the information.

Chapter 7

Technical standards on Audit Documentation

7.1  AAS 3 on Audit documentation issued by The Institute of Chartered Accountants of India (ICAI)

The highlights of this standard are as follows:

The auditor should document matters which are important in providing evidence that the audit was carried out in accordance with the generally accepted auditing standards in India. The Standard explains as to what constitute working papers, need for working papers. The Standard also touches upon the following areas: 

· Form and Content: factors affecting form and content, quantum of working papers, permanent audit file, and current audit file. 

· Ownership and Custody of Working Papers 

The AAS is effective for all audits relating to accounting periods beginning on or after July 1, 1985. Issued in July, 1985. 

7.2 AAS 3 on Audit Documentation issued by PCAOB- Public Company Accounting Oversight Board

Mandated by the U.S. Sarbanes-Oxley Act of 2002, the standard states that the board must establish audit standards that require registered public accounting firms to prepare and maintain, for at least seven years, audit documentation that supports the conclusions they reached in the external auditor's reports. The standard, which supersedes the American Institute of Certified Public Accountants' (AICPA's) Statement on Auditing Standard (SAS) No. 96 on audit documentation, is effective for audits of financial statements of companies with fiscal years ending on or after Nov. 15,2004

Among other provisions, the standard says:

· Audit documentation must contain sufficient information to enable an experienced auditor, having no previous connection with the engagement, to understand the work that was performed and the conclusions reached.

· After the report release date, auditors will have 45 days to assemble a complete and final set of audit documentation.

· Changes to the documentation after the audit completion date must be made without deleting or discarding the original documents.

· Audit evidence should be documented at the time the procedures are performed, and oral explanation should not be the primary source of evidence.

· Audit documentation supporting the work performed by other auditors, including auditors associated with other offices of the firm, affiliated firms, or nonaffiliated firms, must be retained by, or be accessible to, the office issuing the auditor's report.

·  If the principal auditor decides not to assume responsibility for the work of other auditors, he or she should indicate the division of responsibility between the principal auditor and other auditors in expressing an opinion on the consolidated financial statements.

7.3 ISA 230 on Audit Documentation issued by International Auditing and Assurance Standards Board (IAASB)

The main requirements in ISA 230 are as follows:

· It places an emphasis on the timely preparation of audit documentation necessary to provide a sufficient and appropriate record of the basis for the auditor’s report, and evidence that the audit was carried out in accordance with ISAs and applicable legal and regulatory requirements. 
· Establishes a new requirement that the auditor prepare the audit documentation so as to enable an experienced auditor, having no previous connection with the audit, to understand the audit work performed, the results and audit evidence obtained, and the significant matters identified and conclusions reached thereon. It also defines the meaning of an “experienced auditor.” The previous ISA only suggested that the auditor may find it useful to consider what would be necessary to provide another auditor, having no previous experience with the audit, with an understanding of the work performed and the basis for the main decisions taken. 
· Establishes a new requirement that, if in exceptional circumstances the auditor judges it necessary to depart from relevant ISA requirements, the auditor document how the alternative audit procedures performed meets the objective of the audit and, if not otherwise clear, the reasons for the departure.
·  Establishes a new requirement that the auditor complete the assembly of the final audit file on a timely basis after the date of the auditor’s report, and provides guidance indicating that an appropriate time limit for this would ordinarily be 60 days after the date of the auditor’s report. The revised ISA also resulted in the establishment of a new requirement in International Standard on Quality Control (ISQC) 1, Quality Control for Firms that Perform Audits and Reviews of Historical Financial Information, and Other Assurance and Related Services Engagements, for firms to set up policies and procedures for the timely completion of the assembly of the final engagement files. 
· Establishes a new requirement that the auditor not delete or discard audit documentation after the final audit file has been assembled, unless the retention period for the audit documentation has elapsed. The revised ISA also resulted in expanded guidance in ISQC 1 on the retention of engagement documentation. This guidance indicates that the retention period for audits ordinarily is no shorter than five years from the date of the auditor’s report, or, if later, the date of the group auditor’s report. 
· The standard is effective for audits of financial periods beginning on or after June 15, 2006.
Chapter 8

Useful websites

      1)    http://www.icai.org/ - The Institute of Chartered Accountants of India

      2)    http://www.ifac.org/- International Federation of Accountants

      3)    http://www.pcaobus.org/- Public Company Accounting Oversight Board

      4) http://www.aicpa.org/- The American Institute of Certified Public    Accountants

Chapter 9
SPECIMEN DOCUMENTATION
9.1 Audit 
Compliance of Accounting Standards issued by the Institute of Chartered Accountants of India

Client Name: _____________________________________

Audit Staff: ______________________________________

Date of Checking__________________________________

9.1.1 Accounting Standards Checklist for the year ended -------------
	
	
	Checklist
	Compliance 
	Effect on auditors report

	
	Framework of AS
	F1 Whether the financial statements follow the underlying assumptions 

Accrual basis

Going concern

Consistency 
	
	

	
	
	F2 Whether the financial statements have the 4 principal qualitative characteristics of 

Understandability, 

Relevance, 

Reliability and 

Comparability
	
	

	
	
	F3 Whether the enterprise has taken into account the following while preparation of financial statements: Materiality 

Substance over form

Neutrality

Prudence 

Completeness

Comparability 

True and fair view 
	
	

	
	
	F4 Whether the following constraints to relevant and reliable information have been taken into account?

Timeliness

Balance between benefit and cost

Balance between qualitative characteristics 
	
	


	AS No.
	Accounting Standard
	Checklist 
	Compliance 

Yes/No
	Effect on auditors report 

	AS 1
	Disclosure of Accounting policies
	1.1 Whether all significant accounting policies in preparation and presentation of financial statements have been disclosed?
	
	

	
	
	1.2 Whether the disclosure forms part of financial statements and is disclosed in one place?
	
	

	
	
	1.3 Whether changes in accounting policies that have a material effect in current or future periods is disclosed?
	
	

	
	
	1.4 Whether the change if any in the accounting policies in the current period is disclosed to the extent ascertainable? If not, whether the fact is mentioned? 
	
	

	AS 2
	Valuation of Inventories 
	2.1 Whether inventories are valued at lower or of cost or net realizable value?
	
	

	
	
	2.2 Whether the cost of inventories comprised all costs of purchase, cost of conversion and other costs incurred in bringing the inventories to their present location and condition 
	
	

	
	
	2.3 Whether for inventory items that are not interchangeable, specific costs are attributed to the specific individual items of inventory?
	
	

	
	
	2.4 Whether for items that are interchangeable, the FIFO or weighted average cost formulas is used?
	
	

	
	
	2.5 Whether following disclosures are made 

· Accounting policy for inventories. 

· Total carrying amount and its classifications depending on what is appropriate for the enterprise. 


	
	

	AS 3
	Cash Flow statement 
	3.1 Whether enterprise has prepared cash flow statement and presented for each period for which financial statements are presented?
	
	

	
	
	3.2 Whether Cash flows statement reports cash flows classified by operating, investing and financing activities? 
	
	

	
	
	3.3 Whether an enterprise reports cash flows from operating activities using either the direct method or the indirect method?
	
	

	
	
	3.4 Whether the enterprise reports separately major classes of gross cash receipts and gross cash payments arising from investing and financing activities, except to the extent that cash flows can be reported on a net basis.
	
	

	
	
	3.5 Whether cash flows arising from transactions in a foreign currency are recorded in an enterprise's reporting currency?
	
	

	
	
	3.6 Whether the effect of changes in exchange rates on cash and cash equivalents held in a foreign currency are reported as a separate part of the reconciliation of the changes in cash and cash equivalents
	
	

	
	
	3.7 Whether the cash flows associated with extraordinary items are classified as arising from operating, investing or financing activities and separately disclosed. 


	
	

	
	
	3.8 Whether cash flows from interest and dividends received and paid are disclosed separately. .
	
	

	
	
	3.9 Whether Cash flows arising from taxes on income are separately disclosed and classified as cash flows from operating activities unless they can be specifically identified with financing and investing activities
	
	

	
	
	3.10 Whether Investing and financing transactions that do not require the use of cash or cash equivalents are excluded from a cash flow statement and disclosed elsewhere in the financial statements 
	
	

	
	
	3.11 Whether the enterprise discloses the components of cash and cash equivalents and a reconciliation of the amounts in its cash flow statement with the equivalent items reported in the balance sheet.
	
	

	
	
	
	
	

	  AS 4
	Contingencies and Events Occurring After the Balance Sheet Date
	4.1 Whether the amount of a contingent loss is provided for by a charge in the statement of profit and loss if: 

a. It is probable an asset has been impaired or a liability has been incurred as at the balance sheet date, and 

b. A reasonable estimate of the amount of the resulting loss can be made. 


	
	

	
	
	4.2 Whether the existence of a contingent loss is disclosed in the financial statements 


	
	

	
	
	4.3 Whether Contingent gains are recognised in the financial statements
	
	

	
	
	4.4 Whether assets and liabilities are adjusted for events occurring after the balance sheet date relating to conditions existing at the balance sheet date or that indicate that the fundamental accounting assumption of going concern (i.e., the continuance of existence or substratum of the enterprise) is not appropriate?
	
	

	
	
	4.5 Whether dividends proposed or declared by the enterprise after the balance sheet date but before approval of the financial statements are adjusted?
	
	

	
	
	4.6 Whether Disclosure is made of those events occurring after the balance sheet date that represent material changes and commitments affecting the financial position of the enterprise?
	
	

	AS 5
	Net Profit or Loss for the Period, Prior Period Items and Changes in Accounting Policies
	5.1 Whether all items of income and expense which are recognised in a period are included in the determination of net profit or loss for the period unless an Accounting Standard requires or permits otherwise?
	
	

	
	
	5.2 Whether the net profit or loss discloses on the face of the statement of profit and loss: 

a. Profit or loss from ordinary activities; and

b. Extraordinary items.
	
	

	
	
	
	
	

	
	
	5.3 Whether items of income and expense within profit or loss from ordinary activities which are of such size, nature or incidence that their disclosure is relevant to explain the performance of the enterprise for the period, the nature and amount of such items have been disclosed separately?
	
	

	
	
	5.4 Whether the nature and amount of prior period items are separately disclosed in the statement of profit and loss? 
	
	

	
	
	5.5 Whether the effect of a change in an accounting estimate is included in the determination of net profit? 
	
	

	
	
	5.6 Whether the nature and amount of a change in an accounting estimate which has a material effect in the current period, or which is expected to have a material effect in subsequent periods has been disclosed.
	
	

	
	
	5.7 Whether change in an accounting policy has been made only if required by statute or for compliance with an accounting standard or if it is considered that the change would result in a more appropriate presentation of the financial statements of the enterprise?
	
	

	
	
	5.8 Whether change in an accounting policy, which has a material effect and its impact has been disclosed? And whether in cases where the effect of such change is not ascertainable, wholly or in part, the fact should be indicated?
	
	

	AS 6
	Depreciation Accounting
	6.1 Whether depreciation of a depreciable asset is allocated on a systematic basis to each accounting period during the useful life of the asset?
	
	

	
	
	6.2 Whether the depreciation method adopted is applied consistently from period to period? Whether change, if any, has been made if required by statute or for compliance with an accounting standard or if it is considered that the change would result in a more appropriate preparation or presentation of the financial statements of the enterprise? 
	
	

	
	
	6.3 Whether on change in depreciation method, depreciation has been recomputed and the difference is adjusted in the accounts in the statement of profit and loss?
	
	

	
	
	6.4 Whether the effect of the change has been quantified and disclosed?
	
	

	
	
	6.5 Whether on revision of the estimated useful life of an asset, the unamortized depreciable amount is charged over the revised remaining useful life?
	
	

	
	
	6.6 Whether addition or extension, which is an integral part of the existing asset, is depreciated? 
	
	

	
	
	6.7 Whether on change in historical cost due to increase or decrease in long-term liability on account of exchange fluctuations, price adjustments, changes in duties or similar factors, the depreciation on the revised unamortized depreciable amount is provided prospectively over the residual useful life of the asset?
	
	

	
	
	6.8 Where the revaluation of depreciable assets is has a material effect on the amount of depreciation, the same is disclosed separately in the year in which revaluation is carried out?
	
	

	
	
	6.9 Whether the net surplus or deficiency, if material on disposal, demolition or destruction of a depreciable asset is disclosed separately
	
	

	
	
	6.10 Whether the historical cost (or other amount substituted for historical cost), depreciation and accumulated depreciation is disclosed separately for each class of asset?  


	
	

	
	
	6.11 Whether depreciation methods and the depreciation rates or the useful lives of the assets are disclosed in the financial statements? 
	
	

	AS 7
	Construction Contracts
	7.1 Whether the contract for construction of assets is treated as a separate construction contract when: 

a. Separate proposals have been submitted for each asset; 

b. Each asset has been subject to separate negotiation and the contractor and customer have been able to accept or reject that part of the contract relating to each asset; and 

c. The costs and revenues of each asset can be identified.
	
	

	
	
	7.2 Whether a group of contracts is treated as a single construction contract when: 

a. The group of contracts is negotiated as a single package; 

b. The contracts are so closely interrelated that they are, in effect, part of a single project with an overall profit margin; and 

c. The contracts are performed concurrently or in a continuous sequence.
	
	

	
	
	7.3 Whether contract for the construction of the additional asset is treated as a separate construction contract when: 

a. The asset differs significantly in design, technology or function from the asset or assets covered by the original contract; or 

b. The price of the asset is negotiated without regard to the original contract price.
	
	

	
	
	7.4 Whether the contract revenue and contract costs associated with the construction contract have been recognised as revenue and expenses respectively (by reference to the stage of completion of the contract) if the outcome of a construction contract can be estimated reliably?
	
	

	
	
	7.5 Whether expected loss on the construction contract has been recognised as an expense? 
	
	

	
	
	7.6 When the outcome of a construction contract cannot be estimated reliably: 

a. Revenue should be recognised only to the extent of contract costs incurred of which recovery is probable; and 

b. Contract costs should be recognised as an expense in the period in which they are incurred. 
	
	

	
	
	7.7 Whether revenue and expenses associated with the construction contract have been recognized when uncertainties no longer exist?
	
	

	
	
	7.8 Whether the enterprise has disclosed:

a. The amount of contract revenue recognised as revenue in the period; 

b. The methods used to determine the contract revenue recognised in the period; and 

c. The methods used to determine the stage of completion of contracts in progress.
	
	

	
	
	7.9 Whether the enterprise has disclosed:

a. The aggregate amount of costs incurred and recognised profits (less recognised losses) upto the reporting date; 

b. The amount of advances received; and 

c. The amount of retentions
	
	

	
	
	7.10 Whether the enterprise has presented: 

· The gross amount due from customers for contract work as an asset; and 

· The gross amount due to customers for contract work as a liability
	
	

	
	
	
	
	

	AS 8
	Accounting for Research and Development
	8.1 Whether research and development cost have been recognized as per conditions stated in the accounting standard?


	
	

	
	
	8.2 Whether legal requirements have been taken into account wherever research and development costs are deferred? 
	
	

	
	
	8.3 Where the enterprise has chosen to adopt deferral of research and development costs whether the same policy is applied to all such projects that meet the criteria?
	
	

	
	
	8.4 If research and development costs of a project are deferred, whether they are allocated on basis stated in the accounting standard and reviewed at the end of each accounting period?
	
	

	
	
	8.5 Whether Research and development costs once written off have been reinstated? 
	
	

	
	
	8.6 Whether research and development costs charged as expense should be disclosed in the profit and loss account for the period? 
	
	

	
	
	8.7 Whether Deferred research and development expenditure have been separately disclosed in the balance sheet under the head 'Miscellaneous Expenditure'?


	
	

	AS 9
	Revenue Recognition
	9.1 Whether revenue from sales or service transactions is recognised when the requirements of performance set out in the accounting standard are met?  
	
	

	
	
	9.2 Whether in a transaction involving the sale of goods, performance has been regarded as being achieved on fulfillment of following conditions: 

i. The seller of goods has transferred to the buyer the property in the goods for a price or all significant risks and rewards of ownership have been transferred to the buyer and the seller retains no effective control of the goods transferred to a degree usually associated with ownership; and 

ii. No significant uncertainty exists regarding the amount of the consideration that will be derived from the sale of the goods.
	
	

	
	
	9.3 Whether in a transaction involving the rendering of services, performance has been regarded as being achieved when no significant uncertainty exists regarding the amount of the consideration that will be derived from rendering the service? 
	
	

	
	
	9.4 Whether in a transaction involving the rendering of services performance has been measured either under the completed service contract method or under the proportionate completion method?
	
	

	
	
	9.5 Whether revenue arising from the use by others of enterprise resources yielding interest, royalties and dividends has been recognized only when no significant uncertainty as to measurability or collectability exists?
	
	

	
	
	
	
	

	AS 10
	Accounting for Fixed Assets
	10.1 Whether book value of a fixed asset has been computed in accordance with this Standard?
	
	

	
	
	10.2 Whether the cost price of a purchased asset/ self constructed asset/ exchanged asst is computed in accordance with this standard.
	
	

	
	
	10.3 Whether subsequent expenditures related a fixed asset has been added to its book value only if they increase the future benefits from the existing asset beyond its previously assessed standard of performance?
	
	

	
	
	10.4 Whether material items retired from active use and held for disposal are stated at the lower of their net book value and net realisable value and shown separately in the financial statements?
	
	

	
	
	10.5 Whether fixed asset have been eliminated from the financial statements on disposal or when no further benefit is expected from its use and disposal?
	
	

	
	
	10.6 Whether losses arising from the retirement or gains or losses arising from disposal of fixed asset, which is carried at cost, have been recognised in the profit and loss statement?
	
	

	
	
	10.7 Whether an increase in book value on account of revaluation has been either:

a. Credited directly to owners' interests under the head of revaluation reserve,

b. Or to the extent that such increase is related to and not greater than a decrease arising on revaluation previously recorded as a charge to the profit and loss statement, credited to the profit and loss statement. 


	
	

	
	
	10.8 Whether a decrease in book value on account of revaluation has been either:

Charged directly to the profit and loss statement

Or to the extent that such a decrease is related to an increase which was previously recorded as a credit to revaluation reserve and which has not been subsequently reversed or utilised, it may be charged directly to that account?
	
	

	
	
	10.9 Whether the enterprise has followed the method elaborated in this AS on disposal of a previously revalued item of fixed asset, may be charged directly to that account
	
	

	
	
	10.10 Where the consideration for acquisition is not readily determinable (like fixed assets acquired by hire purchase jointly with others or at a consolidated price or goodwill, whether calculation is done in accordance with the standard?
	
	

	AS 11
	The Effects of Changes in Foreign Exchange Rates
	11.1 Whether the standard is applied for: 

a. In accounting for transactions in foreign currencies; and 

b. In translating the financial statements of foreign operations.
	
	

	
	
	11.2 Whether foreign currency transactions have been recorded, on initial recognition in the reporting currency, by applying the exchange rate prevailing at the date of the transaction?
	
	

	
	
	11.3 Whether at the balance sheet date foreign currency item monetary and non-monetary items are recoded in accordance with the methods specified in the standard?
	
	

	
	
	11.4 Whether exchange differences arising on the settlement of monetary items or on reporting an enterprise's monetary items at rates different from those at which they recorded have been dealt with in accordance with standard?
	
	

	
	
	11.4 Whether the financial statements of an integral foreign operation as well as a non-integral foreign operation have been recognized in accordance with standard?
	
	

	
	
	11.5 Whether on the disposal of a non-integral foreign operation, the cumulative amount of the exchange differences which have been deferred and which relate to that operation has been recognised as income or as expenses in the same period in which the gain or loss on disposal is recognize?
	
	

	
	
	11.6 When there is a change in the classification of a foreign operation, the translation procedures applicable to the revised classification should be applied from the date of the change in the classification.
	
	

	
	
	11.7 Whether for a forward exchange contract or another financial instrument that is in substance a forward exchange contract. The premium or discount arising at the inception of such a forward exchange and exchange differences on such a contract have been recognised in accordance with the standard? 
	
	

	
	
	11.8 Whether gain or losses on a forward exchange contract have been recognised in accordance with the standard? 
	
	

	
	
	11.9 Whether the enterprise has disclosed: 

a. The amount of exchange differences included in the net profit or loss for the period; and 

b. Net exchange differences accumulated in foreign currency translation reserve as a separate component of shareholders' funds, and a reconciliation of the amount of such exchange differences at the beginning and end of the period.
	
	

	
	
	11.10 When the reporting currency is different from the currency of the country in which the enterprise is domiciled, whether the reason for using a different currency has been disclosed?
	
	

	
	
	11.11 Whether the enterprise has disclosed:

a. The nature of the change in classification; 

b. The reason for the change; 

c. The impact of the change in classification on shareholders' funds; and 

d. The impact on net profit or loss for each prior period presented had the change in classification occurred at the beginning of the earliest period presented.
	
	

	As 12
	Accounting for Government Grants
	12.1 Whether government grants if any have been recognised only after there is reasonable assurance that (i) the enterprise will comply with the conditions attached to them, and (ii) the grants will be received?


	
	

	
	
	12.2 Whether Government grants related to fixed assets are presented in the manner specified in the standard?

 
	
	

	
	
	12.3 Where the grant related to a non-depreciable asset requires the fulfillment of certain obligations, whether the grant has been credited to income over the same period over which the cost of meeting such obligations is charged to income?
	
	

	
	
	12.4 Whether Government grants related to revenue has been recognised on a systematic basis in the profit and loss statement over the periods to match them with the related costs? 
	
	

	
	
	12.5 Whether Government grants of the nature of promoters’ contribution have been credited to capital reserve?
	
	

	
	
	12.6 Whether Government grants in the form of non-monetary assets have been recorded as specified in the schedule? 
	
	

	
	
	12.7 Whether Government grants that are receivable as compensation for expenses or losses incurred has been recognised and disclosed in the profit and loss statement of the period in which they are receivable?
	
	

	
	
	12.8 Whether Government grants that become refundable have been accounted for as an extraordinary item? 
	
	

	
	
	12.9 Whether the amount refundable in respect of a grant related to revenue/ promoter’s contribution has been applied as specified in the standard?  
	
	

	
	
	12.10 Whether the enterprise has disclosed the following:

a. The accounting policy adopted for government grants, including the methods of presentation in the financial statements; 

b. The nature and extent of government grants recognised in the financial statements, including grants of non-monetary assets given at a concessional rate or free of cost.
	
	

	AS 13
	Accounting for Investments
	13.1 Whether the enterprise has disclosed current investments and long-term investments distinctly in its financial statements?
	
	

	
	
	13.2 Whether further classification of current and long-term investments has been done as specified in the statute governing the enterprise. In the absence of a statutory requirement, whether it has been done in accordance with the standard?
	
	

	
	
	13.3 Whether the cost of an investment includes acquisition charges such as brokerage, fees and duties?
	
	

	
	
	13.4 Whether the acquisition cost of an investment acquired, or partly acquired, by the issue of shares or other securities, or in exchange for another asset, has been determined by reference to the standard?
	
	

	
	
	13.5 Whether any investment properties held by the enterprise has been accounted for as long-term investments?
	
	

	
	
	13.6 Whether Investments have been carried in the financial statements in accordance with the standard? 
	
	

	
	
	13.7 Whether any reduction, reversals of such reductions or disposal have been should be charged or credited to the profit and loss statement in accordance with the standard?
	
	

	
	
	13.8 Whether The following information has been disclosed in the financial statements: 

a. The accounting policies for determination of carrying amount of investments; 

b. Classification of investments as specified in the accounting standard 

c. The amounts included in profit and loss statement for

i. Subsidiary companies), and rentals on investments showing separately such income from long term and current investments. Gross income should be stated, the amount of income tax deducted at source being included under Advance Taxes Paid; 

ii. Profits and losses on disposal of current investments and changes in the carrying amount of such investments; and 

iii. Profits and losses on disposal of long term investments and changes in the carrying amount of such investments; 

b. Significant restrictions on the right of ownership, realisability of investments or the remittance of income and proceeds of disposal; 

c. The aggregate amount of quoted and unquoted investments, giving the aggregate market value of quoted investments; 

d. Other disclosures as specifically required by the relevant statute governing the enterprise.
	
	

	AS 14
	Accounting for Amalgamations
	14.1 If there has been an amalgamation whether it satisfies the conditions for amalgamation specified in the standard? 
	
	

	
	
	14.2 Whether the accounting for amalgamation has been done in accordance with the nature of amalgamation as specified in the standard? 
	
	

	
	
	14.3 Whether any adjustment to the consideration contingent on one or more future events is done as specified in the standard? 
	
	

	
	
	14.4 Whether treatment of Reserves specified in a Scheme of amalgamation is in accordance with the statute, if any, and the requisite disclosures were made?  
	
	

	
	
	14.5 Whether disclosures required by the standard under different methods have been made?
	
	

	
	
	14.6 When amalgamation has taken after the Balance Sheet Date, whether disclosure has been made in accordance with AS 4, ‘Contingencies and Events Occurring After the Balance Sheet Date? 
	
	

	AS 15
	Accounting for Retirement Benefits in the Financial Statements of Employers
	15.1 Whether retirement benefits in the form of provident fund and other defined contribution schemes, the contribution payable by the employer for a year has been charged to the statement of profit and loss for the year. 
	
	

	
	
	15.2 For gratuity benefit and other defined benefit schemes, whether the accounting treatment followed is the one specified for that type of arrangement? 
	
	

	
	
	15.3 Whether alterations in the retirement benefit costs arising from - 

a. Introduction of a retirement benefit scheme for existing employees or making of improvements to an existing scheme, or

b. Changes in the actuarial method used or assumptions adopted,

have been charged or credited to the statement of profit and loss as they arise in accordance with Accounting Standard (AS) 5, ‘Prior Period and Extraordinary Items and Changes in Accounting Policies’
	
	

	
	
	15.4 When a retirement benefit scheme is amended with the result that additional benefits are provided to retired employees, whether the cost of the additional benefits has been   accounted for in accordance with standard?
	
	

	
	
	15.5 Whether the financial statements disclose the method by which retirement benefit costs for the period have been determined?
	
	

	AS 16
	Borrowing Costs
	16.1 Whether the amount of borrowing costs eligible for capitalisation has been determined in accordance with this standard?  Costs
	
	

	
	
	16.2 Whether other borrowing costs should have been recognised as an expense in the period in which they are incurred?
	
	

	
	
	16.3 Whether the method of capitalization of assets acquired is in accordance with this standard?  
	
	

	
	
	16.4 Whether the specifications mentioned in the standard are followed to determine when to begin, suspend and cease capitalization? 
	
	

	
	
	16.5 Whether the financial statements disclose: 

a. The accounting policy adopted for borrowing costs; and 

b. The amount of borrowing costs capitalised during the period


	
	

	AS 17
	Segment Reporting
	17.1 Whether the enterprise has complied with the requirements of this Statement fully and not selectively?
	
	

	
	
	17.2 Whether the dominant source and nature of risks and returns of an enterprise governs the primary segment reporting format? 
	
	

	
	
	17.3 Whether the enterprise has determined that a segment is reportable in accordance with the standard? 
	
	

	
	
	17.4 Whether the segment information is prepared in conformity with the accounting policies adopted for preparing and presenting the financial statements of the enterprise as a whole?
	
	

	
	
	17.5 Whether the enterprise has disclosed the following for each reportable segment: 

a. Segment revenue, classified into segment revenue from sales to external customers and segment revenue from transactions with other segments; 

b. Segment result; 

c. Total carrying amount of segment assets total amount of segment liabilities; 

d. Total cost incurred during the period to acquire segment assets that are expected to be used during more than one period (tangible and intangible fixed assets); 

e. Total amount of expense included in the segment result for depreciation and amortisation in respect of segment assets for the period; and 

f. Total amount of significant non-cash expenses, other than depreciation and amortisation in respect of segment assets, that were included in segment expense and, therefore, deducted in measuring segment result.
	
	

	
	
	
	
	

	AS 18 
	Related Party Disclosures
	Whether the enterprise or transaction falls under category for which no disclosure is required for related party transaction? 
	
	

	
	
	18.2 Whether name of the related party and nature of the related party relationship where control exists has been disclosed irrespective of whether or not there have been transactions between the related parties.
	
	

	
	
	18.3 Whether, in case of transactions, the reporting enterprise has disclosed the following: 

i. The name of the transacting related party; 

ii. A description of the relationship between the parties; 

iii. A description of the nature of transactions; 

iv. Volume of the transactions either as an amount or as an appropriate proportion; 

v. Any other elements of the related party transactions necessary for an understanding of the financial statements; 

vi. The amounts or appropriate proportions of outstanding items pertaining to related parties at the balance sheet date and provisions for doubtful debts due from such parties at that date; and 

vii. Amounts written off or written back in the period in respect of debts due from or to related parties.
	
	

	
	
	18.4 Whether separate disclosure is made where an understanding of the effects of related party transactions on the financial statements of the reporting enterprise is required?
	
	

	
	
	
	
	

	AS 19
	Leases
	19.1 Whether the inception of a finance lease, the lessee has recognised the lease as an asset and a liability at a value calculated in accordance to standard? 


	
	

	
	
	19.2 Whether lease payments and the finance charge has been allocated in accordance to standard? 
	
	

	
	
	19.3 Whether the depreciation recognised has been calculated on the basis set out in Accounting Standard (AS) 6, Depreciation Accounting? 
	
	

	
	
	19.4 Whether the lessee should, in addition to the requirements of AS 10, Accounting for Fixed Assets, AS 6, Depreciation Accounting, and the governing statute, has made the following disclosures for finance leases: 

a. Assets acquired under finance lease as segregated from the assets owned; 

b. For each class of assets, the net carrying amount at the balance sheet date; 

c. Reconciliation between the total of minimum lease payments at the balance sheet date and their present value. In addition, an enterprise should disclose the total of minimum lease payments at the balance sheet date, and their present value, for each of the following periods: 

i. Not later than one year; 

ii. Later than one year and not later than five years; 

iii. Later than five years; 


	
	

	
	
	19.5 Whether lease payments should be apportioned in accordance to standard? 
	
	

	
	
	19.6 Whether the lessee has, in addition to the requirements of AS 10, Accounting for Fixed Assets, AS 6, Depreciation Accounting, and the governing statute, made the following disclosures for finance leases: 

d. Assets acquired under finance lease as segregated from the assets owned; 

e. For each class of assets, the net carrying amount at the balance sheet date; 

f. Reconciliation between the total of minimum lease payments at the balance sheet date and their present value. In addition, an enterprise should disclose the total of minimum lease payments at the balance sheet date, and their present value, for each of the following periods: 

i. Not later than one year; 

ii. Later than one year and not later than five years; 

iii. Later than five years; 

g. Contingent rents recognised as expense in the statement of profit and loss for the period; 

h. The total of future minimum sublease payments expected to be received under non-cancellable subleases at the balance sheet date; and 

i. A general description of the lessee’s significant leasing arrangements including, but not limited to, the following: 

i. The basis on which contingent rent payments are determined; 

ii. The existence and terms of renewal or purchase options and escalation clauses; and 

restrictions imposed by lease arrangements, such as those concerning dividends
	
	

	
	
	19.7 Whether the lessee has made the following disclosures for operating leases: 

a. The total of future minimum lease payments under non- cancellable operating leases for each of the following periods: 

i. Not later than one year; 

ii. Later than one year and not later than five years; 

iii. Later than five years; 

b. The total of future minimum sublease payments expected to be received under non-cancellable subleases at the balance sheet date; 

c. Lease payments recognised in the statement of profit and loss for the period, with separate amounts for minimum lease payments and contingent rents; 

d. Sub-lease payments received (or receivable) recognised in the statement of profit and loss for the period; 

e. A general description of the lessee’s significant leasing arrangements including, but not limited to, the following: 

i. The basis on which contingent rent payments are determined; 

ii. The existence and terms of renewal or purchase options and escalation clauses; and 

restrictions imposed by lease arrangements, such as those concerning dividends, additional debt, and further leasing.
	
	

	
	
	19.8 whether the lessor has recognised assets given under a finance lease in its balance sheet as a receivable at an amount equal to the net investment in the lease?
	
	

	
	
	19.9 Whether the recognition of finance income is in accordance with the standard?
	
	

	
	
	19.10 Whether The manufacturer or dealer lessor has recognized the transaction is in accordance with the standard?
	
	

	
	
	19.11 Whether the lessor has made the following disclosures for finance leases: 

a. A reconciliation between the total gross investment in the lease at the balance sheet date, and the present value of minimum lease payments receivable at the balance sheet date. In addition, an enterprise should disclose the total gross investment in the lease and the present value of minimum lease payments receivable at the balance sheet date, for each of the following periods: 

i. Not later than one year; 

ii. Later than one year and not later than five years later than five years; 

b. Unearned finance income; 

c. The unguaranteed residual values accruing to the benefit of the lessor; 

d. The accumulated provision for uncollectible minimum lease payments receivable; 

e. Contingent rents recognised in the statement of profit and loss for the period; 

f. A general description of the significant leasing arrangements of the lessor; and 

accounting policy adopted in respect of initial direct costs
	
	

	
	
	Leases in the Financial Statements of Lessors
	
	

	
	
	Operating Leases
	
	

	
	
	19.12 Whether the lessor has presented an asset given under operating lease in its balance sheet under fixed assets?
	
	

	
	
	19.13 Whether Lease income from operating leases has been recognised in the statement of profit and loss is in accordance with the standard?
	
	

	
	
	19.14 Whether he depreciation of leased assets has been on a basis consistent with the normal depreciation policy of the lessor for similar assets, and the depreciation charge is calculated on the basis set out in AS 6, Depreciation Accounting?
	
	

	
	
	19.15 Whether the lessor has, in addition to the requirements of AS 6, Depreciation Accounting and AS 10, Accounting for Fixed Assets, and the governing statute, made the following disclosures for operating leases: 

a. For each class of assets, the gross carrying amount, the accumulated depreciation and accumulated impairment losses at the balance sheet date; and 

i. The depreciation recognised in the statement of profit and loss for the period; 

ii. Impairment losses recognised in the statement of profit and loss for the period;

iii. Impairment losses reversed in the statement of profit and loss for the period; 

b. The future minimum lease payments under non-cancellable operating leases in the aggregate and for each of the following periods: 

i. Not later than one year; 

ii. Later than one year and not later than five years; 

iii. Later than five years; 

c. Total contingent rents recognised as income in the statement of profit and loss for the period; 

d. A general description of the lessor’s significant leasing arrangements; and 

accounting policy adopted in respect of initial direct costs
	
	

	
	
	19.16 Whether in a sale and leaseback transaction results in a finance lease, any excess or deficiency of sales proceeds over the carrying amount is in accordance with the standard?
	
	

	
	
	
	
	

	AS 20
	Earnings per share 
	20.1 whether an enterprise has present basic and diluted earnings per share on the face of the statement of profit and loss for each class of equity shares that has a different right to share in the net profit for the period? 
	
	

	
	
	20.2 Whether the enterprise has presented basic and diluted earnings per share, even if the amounts disclosed are negative (a loss per share). 
	
	

	
	
	20.3 Whether for the purpose of calculating basic earnings per share, the number of equity shares and the net profit or loss for the period attributable to equity shareholders have been calculated in accordance with the standard?


	
	

	
	
	20.4 Whether the weighted average numbers of equity shares outstanding during the period and for all periods presented have been adjusted for events, other than the conversion of potential equity shares that have changed the number of equity shares outstanding, without a corresponding change in resources?


	
	

	
	
	20.5 Whether for the purpose of calculating diluted earnings per share, the net profit or loss for the period attributable to equity shareholders and the weighted average number of shares outstanding during the period have been adjusted for the effects of all dilutive potential equity shares?
	
	

	
	
	20.6 Whether for the purpose of calculating diluted earnings per share, number of equity shares and the amount of net profit or loss for the period attributable to equity shareholders, as calculated is in accordance with the standard?


	
	

	
	
	20.7 Whether potential equity shares are treated as dilutive only when, their conversion to equity shares would decrease net profit per share from continuing ordinary operations?


	
	

	
	
	20.8 Where the number of equity or potential equity shares outstanding increases due to bonus issue or share split or decreases as a result of a reverse share split (consolidation of shares), check whether the calculation of basic and diluted earnings per share has been adjusted for all the periods presented and whether the fact has been disclosed?
	
	

	
	
	20.8 Whether the enterprise has disclosed the following: 

i. Where the statement of profit and loss includes extraordinary items, the enterprise should disclose basic and diluted earnings per share computed on the basis of earnings excluding extraordinary items (net of tax expense); and 

(a) The amounts used as the numerators in calculating basic and diluted earnings per share, and a reconciliation of those amounts to the net profit or loss for the period; 

(b) the weighted average number of equity shares used as the denominator in calculating basic and diluted earnings per share, and a reconciliation of these denominators to each other; and 

(c) the nominal value of shares along with the earnings per share figures
	
	

	
	
	20.9 Whether the enterprise has disclosed the following: 

a. The amounts used as the numerators in calculating basic and diluted earnings per share, and a reconciliation of those amounts to the net profit or loss for the period; 

b. The weighted average number of equity shares used as the denominator in calculating basic and diluted earnings per share, and a reconciliation of these denominators to each other; and 

c. The nominal value of shares along with the earnings per share figures.


	
	

	
	
	
	
	

	AS 21
	Consolidated Financial Statements
	21.1 Whether the Statement has been applied in the preparation and presentation of consolidated financial statements for a group of enterprises under the control of a parent?
	
	

	
	
	21.2 Whether the Statement has been applied in accounting for investments in subsidiaries in the separate financial statements of a parent?
	
	

	
	
	21.3 Whether the parent enterprise presents these statements in addition to its separate financial statements?
	
	

	
	
	21.4 Whether the parent enterprise has presented consolidated financial statements, consolidates all subsidiaries, domestic as well as foreign, other than those permitted to be excluded? 
	
	

	
	
	21.5 Whether the consolidated financial statements, the financial statements of the parent and its subsidiaries has been combined on a line by line basis by adding together like items of assets, liabilities, income and expenses: 


	
	

	
	
	21.6 Whether Intragroup balances and intragroup transactions and resulting unrealised profits or Unrealised losses have been eliminated unless cost cannot be recovered
	
	

	
	
	21.7 Whether the financial statements used in the consolidation have been drawn up to the same reporting date? If no so, whether adjustments have been made for the effects of significant transactions or other events that occur between those dates and the date of the parent’s financial statement? 
	
	

	
	
	21.8 Whether consolidated financial statements have been prepared using uniform accounting policies for like transactions and other events in similar circumstances? If it is not practicable to do so, whether that fact along with the details has been disclosed? 
	
	

	
	
	21.9 Whether Minority interests have been presented in the consolidated balance sheet separately from liabilities and the equity of the parent’s shareholders?
	
	

	
	
	21.10 Whether in a parent’s separate financial statements, investments in subsidiaries have been accounted for in accordance with Accounting Standard (AS) 13, Accounting for Investments.
	
	

	
	
	21.11 Whether the following disclosures have been made: 

a. In consolidated financial statements a list of all subsidiaries including the name, country of incorporation or residence, proportion of ownership interest and, if different, proportion of voting power held;

b. In consolidated financial statements, where applicable:

i. The nature of the relationship between the parent and a subsidiary, if the parent does not own, directly or indirectly through subsidiaries, more than one-half of the voting power of the subsidiary;

ii. The effect of the acquisition and disposal of subsidiaries on the financial position at the reporting date, the results for the reporting period and on the corresponding amounts for the preceding period; and

iii. The names of the subsidiary (ies) of which reporting date(s) is/are different from that of the parent and the difference in reporting dates
	
	

	AS 22
	Accounting for Taxes on Income
	22.1 Whether tax expense for the period, comprising current tax and deferred tax, has been included in the determination of the net profit or loss for the period?
	
	

	
	
	22.2 Whether deferred tax has been recognised for all the timing differences, subject to the consideration of prudence in respect of deferred tax assets set out in the standard?
	
	

	
	
	22.3 Whether the enterprise unabsorbed depreciation or carry forward of losses under tax laws it has recognised deferred tax assets only to the extent that there is virtual certainty and evidence that sufficient future taxable income will be available for realisation? 
	
	

	
	
	22.4 In other cases, whether the enterprise has recognised and carried deferred tax assets only to the extent that there is a reasonable certainty that sufficient future taxable income will be available for realisation 
	
	

	
	
	22.5 Whether Current tax is measured at the amount expected to be paid to (recovered from) the taxation authorities, using the applicable tax rates and tax laws?
	
	

	
	
	22.6 Whether deferred tax assets and liabilities have been measured using the tax rates and tax laws that have been enacted or substantively enacted by the balance sheet date?
	
	

	
	
	22.7 Whether the carrying amount of deferred tax assets has been reviewed at each balance sheet date? 
	
	

	
	
	22.8 Whether the enterprise has offset assets and liabilities representing current tax if the enterprise: 

i. Has a legally enforceable right to set off the recognised amounts; and

ii. Intends to settle the asset and the liability on a net basis.
	
	

	
	
	22.9 Whether the enterprise has offset deferred tax assets and deferred tax liabilities if: 

a. The enterprise has a legally enforceable right to set off assets against liabilities representing current tax; and

b. The deferred tax assets and the deferred tax liabilities relate to taxes on income levied by the same governing taxation laws.
	
	

	
	
	22.10 Whether Deferred tax assets and liabilities have been distinguished from assets and liabilities representing current tax for the period and disclosed under a separate heading in the balance sheet? 
	
	

	
	
	22.11 Whether the break-up of deferred tax assets and deferred tax liabilities into major components of the respective balances has been disclosed in the notes to accounts?
	
	

	
	
	22.12 Whether the enterprise has disclosed the nature of the evidence supporting the recognition of deferred tax assets should be disclosed, if an enterprise has unabsorbed depreciation or carry forward of losses under tax laws?
	
	

	
	
	
	
	

	AS 23
	Accounting for Investments in Associates in Consolidated Financial Statements
	23.1 Whether this standard has been applied in accounting for investments in associates in the preparation and presentation of consolidated financial statements by an investor?
	
	

	
	
	23.2 Whether the enterprise has accounted for an investment in an associate in accordance with the standard? 
	
	

	
	
	23.3 Whether Goodwill/capital reserve arising on the acquisition of an associate by an investor has been included in the carrying amount of investment in the associate and disclosed separately?
	
	

	
	
	23.4 Whether while accounting for investment in an associate, the enterprise has made adjustments as provided in the standards? 
	
	

	
	
	23.5 Whether the enterprise has provided an appropriate listing and description of associates including the proportion of ownership interest and, if different, the proportion of voting power held in the consolidated financial statements?
	
	

	
	
	23.6 Whether investments in associates accounted for using the equity method have been classified as long-term investments and disclosed separately in the consolidated balance sheet?
	
	

	
	
	23.7 Whether the enterprise has disclosed the name(s) of the associate(s) of which reporting date(s) is/are different from that of the financial statements of an investor and the differences in reporting dates?
	
	

	
	
	23.8 When an associate uses accounting policies other than those adopted for the consolidated financial statements for like transactions and events and it is not practicable to make appropriate adjustments to the associate’s financial statements, whether the fact has been disclosed along with a brief description of the differences in the accounting policies?
	
	

	AS 24
	Discontinuing Operations
	24.1 Whether the enterprise has applied the principles of recognition and measurement that are set out in other Accounting Standards for the purpose of deciding as to when and how to recognise and measure the changes in assets and liabilities and the revenue, expenses, gains, losses and cash flows relating to a discontinuing operation?
	
	

	
	
	24.2 Whether the enterprise has disclosed all the information relating to a discontinuing operation in its financial statements? 
	
	

	
	
	24.3 Whether an enterprise has disclosed all the information required under the standard while disposing of or settling liabilities attributable to a discontinuing operation or enters into binding agreements for the sale of such assets or the settlement of such liabilities? 
	
	

	
	
	24.4 Whether the enterprise has disclosed significant changes in the amount or timing of cash flows relating to the assets to be disposed or liabilities to be settled and the events causing those changes?
	
	

	
	
	24.5 If an enterprise abandons or withdraws from a plan that was previously reported as a discontinuing operation, whether that fact, reasons therefore and its effect have been disclosed?
	
	

	
	
	24.6 Whether disclosures required by this Statement have been presented separately for each discontinuing operation?
	
	

	
	
	24.7 Whether the following disclosures have been shown on the face of the statement of profit and loss: 

a. The amount of pre-tax profit or loss from ordinary activities attributable to the discontinuing operation during the current financial reporting period, and the income tax expense related thereto (paragraph 20 (g)); and

b. The amount of the pre-tax gain or loss recognised on the disposal of assets or settlement of liabilities attributable to the discontinuing operation (paragraph 23 (a))
	
	

	
	
	24.8 Whether disclosures in an interim financial report in respect of a discontinuing operation have been made in accordance with AS 25, Interim Financial Reporting, including: 

a. Any significant activities or events since the end of the most recent annual reporting period relating to a discontinuing operation; and

b. Any significant changes in the amount or timing of cash flows relating to the assets to be disposed or liabilities to be settled.
	
	

	AS 25
	Interim Financial Reporting
	25.1 Whether the interim financial report includes, at a minimum, the following components: 

a. Condensed balance sheet;

b. Condensed statement of profit and loss;

c. Condensed cash flow statement; and

d. Selected explanatory notes.
	
	

	
	
	25.2 Whether the form and content of interim financial report, conforms to the requirements as applicable to annual complete set of financial statements.
	
	

	
	
	25.3 If an enterprise prepares and presents a set of condensed financial statements in its interim financial report, whether those statements should include, at a minimum, each of the headings and sub-headings that were included in its most recent annual financial statements and the selected explanatory notes as required by this Statement?
	
	

	
	
	25.4 If an enterprise presents basic and diluted earnings per share in its annual financial statements, whether basic and diluted earnings per share is presented in accordance with AS 20 on the face of the statement of profit and loss, complete or condensed, for an interim period?
	
	

	
	
	25.5 Whether the enterprise has included the following information, as a minimum, in the notes to its interim financial statements, if material and if not disclosed elsewhere in the interim financial report: 

a. A statement that the same accounting policies are followed in the interim financial statements as those followed in the most recent annual financial statements or, if those policies have been changed, a description of the nature and effect of the change;

b. Explanatory comments about the seasonality of interim operations;

c. The nature and amount of items affecting assets, liabilities, equity, net income, or cash flows that are unusual because of their nature, size, or incidence (see paragraphs 12 to 14 of Accounting Standard (AS) 5, Net Profit or Loss for the Period, Prior Period Items and Changes in Accounting Policies);

d. The nature and amount of changes in estimates of amounts reported in prior interim periods of the current financial year or changes in estimates of amounts reported in prior financial years, if those changes have a material effect in the current interim period;

e. Issuances, buy-backs, repayments and restructuring of debt, equity and potential equity shares;

f. Dividends, aggregate or per share (in absolute or percentage terms), separately for equity shares and other shares;

g. Segment revenue, segment capital employed (segment assets minus segment liabilities) and segment result for business segments or geographical segments, whichever is the enterprise’s primary basis of segment reporting;

h. Material events subsequent to the end of the interim period that have not been reflected in the financial statements for the interim period; 

i. The effect of changes in the composition of the enterprise during the interim period; and

j. Material changes in contingent liabilities since the last annual balance sheet date.


	
	

	
	
	25.6 Whether the interim reports include interim financial statements (condensed or complete) for periods as follows: 

a. Balance sheet as of the end of the current interim period and a comparative balance sheet as of the end of the immediately preceding financial year;

b. Statements of profit and loss for the current interim period and cumulatively for the current financial year to date, with comparative statements of profit and loss for the comparable interim periods (current and year-to-date) of the immediately preceding financial year;

c. Cash flow statement cumulatively for the current financial year to date, with a comparative statement for the comparable year-to-date period of the immediately preceding financial year.
	
	

	
	
	25.7 Whether materiality has been assessed in deciding how to recognise, measure, classify, or disclose an item for interim financial reporting purposes?
	
	

	
	
	25.8 If an estimate of an amount reported in an interim period is changed significantly during the final interim period of the financial year but a separate financial report is not prepared and presented for that final interim period, the nature and amount of that change in estimate should be disclosed in a note to the annual financial statements for that financial year.
	
	

	
	
	25.9 Whether the enterprise has applied the same accounting policies in its interim financial statements as are applied in its annual financial statements, except for accounting policy changes made after the date of the annual financial statements that are to be reflected in the next annual financial statements?
	
	

	
	
	25.10 whether the enterprise has taken care to ensure that the measurement procedures to be followed in an interim financial report ensure that the resulting information is reliable and that all material financial information that is relevant to an understanding of the financial position or performance of the enterprise is appropriately disclosed?
	
	

	
	
	25.11 Whether changes in accounting policy, other than one for which the transition is specified by an Accounting Standard, have been reflected by restating the financial statements of prior interim periods of the current financial year?
	
	

	AS 26
	Intangible Assets
	26.1 Whether the enterprise has recognised an intangible asset if, and only if: 

a. It is probable that the future economic benefits that are attributable to the asset will flow to the enterprise; and

b. The cost of the asset can be measured reliably
	
	

	
	
	26.2 Whether the enterprise has assessed the probability of future economic benefits using reasonable and supportable assumptions that represent best estimate of the set of economic conditions that will exist over the useful life of the asset?
	
	

	
	
	26.3 The enterprise has not recognised an internally generated intangible asset or intangible asset arising from research (or from the research phase of an internal project) or Internally generated brands, mastheads, publishing titles, customer lists and items similar in substance
	
	

	
	
	26.4 Whether the enterprise has recognised an intangible asset from a development project only on satisfactions of conditions listed in the standard?
	
	

	
	
	26.5 Whether the enterprise has recognised expenditure on an intangible item as an expense when it is incurred unless: 

a. It forms part of the cost of an intangible asset that meets the recognition criteria; or

b. The item is acquired in an amalgamation in the nature of purchase and cannot be recognised as an intangible asset. 
	
	

	
	
	26.6 Whether expenditure on an intangible item that was initially recognised as an expense by a reporting enterprise in previous annual financial statements or interim financial reports has been recognised as part of the cost of an intangible asset at a later date?
	
	

	
	
	26.7 Whether subsequent expenditure on an intangible asset after its purchase or its completion has been recognised only on satisfaction of conditions specified in the standard? 
	
	

	
	
	26.8 Whether after initial recognition, an intangible asset is carried at its cost less any accumulated amortisation and any accumulated impairment losses?
	
	

	
	
	26.9 Whether the depreciable amount of an intangible asset is allocated on a systematic basis over the best estimate of its useful life?
	
	

	
	
	26.10 If control over the future economic benefits from an intangible asset is achieved through legal rights that have been granted for a finite period, whether the useful life of the intangible asset exceeds the period of the legal rights only if: 

a. The legal rights are renewable; and

b. Renewal is virtually certain.
	
	

	
	
	26.11 Whether the amortisation method used is in accordance with the standard?
	
	

	
	
	26.12 Whether the enterprise hold the residual value of an intangible asset as zero unless it satisfies the criteria laid down in the standard? 
	
	

	
	
	26.13 Whether the enterprise reviews he amortisation period and the amortisation method should be reviewed at least at each financial year-end?
	
	

	
	
	26.14 Whether the enterprise estimates the recoverable amount of the following intangible assets at least at each financial year end even if there is no indication that the asset is impaired: 

a. An intangible asset that is not yet available for use; and

b. An intangible asset that is amortised over a period exceeding ten years from the date when the asset is available for use.

c. The recoverable amount should be determined under Accounting Standard on Impairment of Assets and impairment losses recognised accordingly.
	
	

	
	
	26.15 Whether the enterprise derecognises (eliminated from the balance sheet) on disposal or when no future economic benefits are expected from its use and subsequent disposal?
	
	

	
	
	26.16 Whether the enterprise determines the gains or losses arising from the retirement or disposal of an intangible asset and recognises them as income or expense in the statement of profit and loss?
	
	

	
	
	26.17 whether the financial statements discloses the following for each class of intangible assets, distinguishing between internally generated intangible assets and other intangible assets: 

a. The useful lives or the amortisation rates used;

b. The amortisation methods used;

c. The gross carrying amount and the accumulated amortisation (aggregated with accumulated impairment losses) at the beginning and end of the period;

d. A reconciliation of the carrying amount at the beginning and end of the period showing:

i. Additions, indicating separately those from internal development and through amalgamation;

ii. Retirements and disposals;

iii. Impairment losses recognised in the statement of profit and loss during the period (if any);

iv. Impairment losses reversed in the statement of profit and loss during the period (if any);

v. Amortisation recognised during the period; and

· Other changes in the carrying amount during the period.


	
	

	
	
	26.18 Whether the financial statements also disclose: 

a. If an intangible asset is amortised over more than ten years, the reasons why it is presumed that the useful life of an intangible asset will exceed ten years from the date when the asset is available for use.

b. A description, the carrying amount and remaining amortisation period of any individual intangible asset that is material to the financial statements of the enterprise as a whole;

c. The existence and carrying amounts of intangible assets whose title is restricted and the carrying amounts of intangible assets pledged as security for liabilities; and

d. The amount of commitments for the acquisition of intangible assets
	
	

	
	
	26.19 Whether the financial statements disclose the aggregate amount of research and development expenditure recognised as an expense during the period?
	
	

	AS 27
	Financial Reporting of Interests in Joint Ventures
	27.1 Whether the Statement is applied in accounting for interests in joint ventures and the reporting of joint venture assets, liabilities, income and expenses in the financial statements of venturers and investors?
	
	

	
	
	27.2 Whether in respect of its interests in jointly controlled operations, a venturer recognises in its separate financial statements and consequently in its consolidated financial statements: 

a. The assets that it controls and the liabilities that it incurs; and

b. The expenses that it incurs and its share of the income that it earns from the joint venture.
	
	

	
	
	27.3 Whether in respect of its interest in jointly controlled assets, a venturer recognises, in its separate financial statements, and consequently in its consolidated financial statements: 

a. Its share of the jointly controlled assets, classified according to the nature of the assets;

b. Any liabilities which it has incurred;

c. Its share of any liabilities incurred jointly with the other venturers in relation to the joint venture;

d. Any income from the sale or use of its share of the output of the joint venture, together with its share of any expenses incurred by the joint venture; and

e. Any expenses which it has incurred in respect of its interest in the joint venture.
	
	

	
	
	27.4 whether in a venturer's separate financial statements, interest in a jointly controlled entity has been accounted for as an investment in accordance with Accounting Standard (AS) 13, Accounting for Investments?
	
	

	
	
	27.4 Whether in its consolidated financial statements, a venturer reports its interest in a jointly controlled entity as specified in the standard and continues to do so till the specified conditions cease? 
	
	

	
	
	27.5When a venturer contributes or sells assets to a joint venture, whether the transaction is accounted for in accordance with the standard? 
	
	

	
	
	27.6 Whether purchase of asset by venturer is accounted for in accordance with the standard? 
	
	

	
	
	27.7 Whether an investor in a joint venture, which does not have joint control, reports its interest in a joint venture in its consolidated financial statements in accordance with Accounting Standard (AS) 13, Accounting for Investments, Accounting Standard (AS) 21, Consolidated Financial Statements or Accounting Standard (AS) 23, Accounting for Investments in Associates in Consolidated Financial Statements, as appropriate?
	
	

	
	
	27.8 Whether in the separate financial statements of an investor, the interests in joint ventures is accounted for in accordance with Accounting Standard (AS) 13, Accounting for Investments?
	
	

	
	
	27.9 Whether operators or managers of a joint venture account for any fees in accordance with Accounting Standard (AS) 9, Revenue Recognition?
	
	

	
	
	27.10 whether a venturer has disclosed the aggregate amount of the following contingent liabilities, unless the probability of loss is remote, separately from the amount of other contingent liabilities: 

a. Any contingent liabilities that the venturer has incurred in relation to its interests in joint ventures and its share in each of the contingent liabilities which have been incurred jointly with other venturers;

b. Its share of the contingent liabilities of the joint ventures themselves for which it is contingently liable; and

c. Those contingent liabilities that arise because the venturer is contingently liable for the liabilities of the other venturers of a joint venture.


	
	

	
	
	27.11 Whether a venturer has disclosed the aggregate amount of the following commitments in respect of its interests in joint ventures separately from other commitments: 

a. Any capital commitments of the venturer in relation to its interests in joint ventures and its share in the capital commitments that have been incurred jointly with other venturers; and

b. Its share of the capital commitments of the joint ventures themselves
	
	

	
	
	27.12 Whether the venturer has disclosed a list of all joint ventures and description of interests in significant joint ventures?
	
	

	
	
	27.13 whether the venturer has disclosed, in its separate financial statements, the aggregate amounts of each of the assets, liabilities, income and expenses related to its interests in the jointly controlled entities?
	
	

	AS 28
	Impairment of Assets
	28.1 Whether the enterprise has assessed at each balance sheet date whether there is any indication that an asset may be impaired. If any such indication exists, whether the enterprise has estimated the recoverable amount of the asset?
	
	

	
	
	28.2 Whether value   in use has been calculated in accordance with the standard?


	
	

	
	
	28.3 Whether estimates of future cash flows has been calculated in accordance with the standard?

28.4Whether estimated Future cash flows include inflows or outflows prohibited by the standard?


	
	

	
	
	28.5 Whether the estimate of net cash flows to be received (or paid) for the disposal of an asset at the end of its useful life is the amount that an enterprise expects to obtain from the disposal of the asset in an arm's length transaction between knowledgeable, willing parties, after deducting the estimated costs of disposal?
	
	

	
	
	28.6 Whether the discount rate(s) is a pre tax rate(s) that reflect(s) current market assessments of the time value of money and the risks specific to the asset?
	
	

	
	
	28.7 Whether an impairment loss is e recognised as an expense in the statement of profit and loss immediately, unless the asset is carried at revalued amount in accordance with another Accounting Standard (see Accounting Standard (AS) 10, Accounting for Fixed Assets), in which case any impairment loss of a revalued asset is to be treated as a revaluation decrease under that Accounting Standard?
	
	

	
	
	28.8 Whether after the recognition of an impairment loss, the depreciation (amortisation) charge for the asset has been adjusted in future periods to allocate the asset's revised carrying amount, less its residual value (if any), on a systematic basis over its remaining useful life?
	
	

	
	
	28.9 whether cash-generating units have been identified consistently from period to period for the same asset or types of assets, unless a change is justified?
	
	

	
	
	28.10 Whether for testing a cash-generating unit for impairment, an enterprise has applied the methods stated in the standard?
	
	

	
	
	28.11 Whether an impairment loss has been recognised for a cash-generating unit if, and only if, its recoverable amount is less than its carrying amount and allocated in accordance with the standard?
	
	

	
	
	28.13 Whether the enterprise assesses at each balance sheet date, any indication of impairment loss recognised for an asset in prior accounting periods, which may no longer exist or may have decreased?
	
	

	
	
	28.14 Whether the enterprise has reversed an impairment loss recognised for an asset in prior accounting periods if there has been a change in the estimates of cash inflows, cash outflows or discount rates used to determine the asset's recoverable amount since the last impairment loss was recognized?
	
	

	
	
	28.15 whether reversal of an impairment loss for a cash-generating unit is allocated in the order specified in the standard?
	
	

	
	
	28.16 Whether for each class of assets, the financial statements discloses: 

a. The amount of impairment losses recognised in the statement of profit and loss during the period and the line item(s) of the statement of profit and loss in which those impairment losses are included;

b. The amount of reversals of impairment losses recognised in the statement of profit and loss during the period and the line item(s) of the statement of profit and loss in which those impairment losses are reversed;

c. The amount of impairment losses recognised directly against revaluation surplus during the period; and

d. The amount of reversals of impairment losses recognised directly in revaluation surplus during the period
	
	

	
	
	28.17 If the enterprise that applies AS 17, Segment Reporting, whether it discloses the following for each reportable segment based on an enterprise's primary format (as defined in AS 17): 

a. The amount of impairment losses recognised in the statement of profit and loss and directly against revaluation surplus during the period; and

b. The amount of reversals of impairment losses recognised in the statement of profit and loss and directly in revaluation surplus during the period. 


	
	

	
	
	28.18 If an impairment loss for an individual asset or a cash-generating unit is recognised or reversed during the period and is material to the financial statements of the reporting enterprise as a whole, whether the enterprise has disclosed: 

a. The events and circumstances that led to the recognition or reversal of the impairment loss;

b. The amount of the impairment loss recognised or reversed;

c. For an individual asset:

i. The nature of the asset; and

ii. The reportable segment to which the asset belongs, based on the enterprise's primary format (as defined in AS 17, Segment Reporting);

d. For a cash-generating unit:

i. A description of the cash-generating unit (such as whether it is a product line, a plant, a business operation, a geographical area, a reportable segment as defined in AS 17 or other);

ii. The amount of the impairment loss recognised or reversed by class of assets and by reportable segment based on the enterprise's primary format (as defined in AS 17); and

iii. If the aggregation of assets for identifying the cash generating unit has changed since the previous estimate of the cash-generating unit's recoverable amount (if any), the enterprise should describe the current and former way of aggregating assets and the reasons for changing the way the cash-generating unit is identified;

e. Whether the recoverable amount of the asset (cash-generating unit) is its net selling price or its value in use;

f. If recoverable amount is net selling price, the basis used to determine net selling price (such as whether selling price was determined by reference to an active market or in some other way); and

g. If recoverable amount is value in use, the discount rate(s) used in the current estimate and previous estimate (if any) of value in use. 


	
	

	AS 29
	Provisions, Contingent Liabilities and Contingent Assets
	29.1 Whether a provision has been recognised when: 

a. An enterprise has a present obligation as a result of a past event;

b. It is probable that an outflow of resources embodying economic benefits will be required to settle the obligation; and

c. A reliable estimate can be made of the amount of the obligation. If these conditions are not met, no provision should be recognised.
	
	

	
	
	29.2 Whether the enterprise has recognised a contingent asset?
	
	

	
	
	29.3 Whether the amount recognised as a provision is the best estimate of the expenditure required to settle the present obligation at the balance sheet date?


	
	

	
	
	29.4 Whether the risks and uncertainties that surround many events and circumstances have been taken into account in reaching the best estimate of a provision?
	
	

	
	
	29.5 Whether future events that may affect the amount required to settle an obligation have been reflected in the amount of a provision where there is sufficient objective evidence that they will occur?
	
	

	
	
	29.6 Whether gains from the expected disposal of assets have been taken into account in measuring a provision?
	
	

	
	
	29.7 Where some or all of the expenditure required for settling a provision is expected to be reimbursed by another party, whether the reimbursement is recognised if, and only if, it is virtually certain that reimbursement will be received if the enterprise settles the obligation?
	
	

	
	
	29.8 Whether provisions are reviewed at each balance sheet date and adjusted to reflect the current best estimate? 
	
	

	
	
	29.9 Whether a provision has been used only for expenditures for which the provision was originally recognized?
	
	

	
	
	29.10 Whether provisions have been been recognised for future operating losses?
	
	

	
	
	29.11 Whether a restructuring provision includes only the direct expenditures arising from the restructuring which are those that are both: 

a. Necessarily entailed by the restructuring; and

b. Not associated with the ongoing activities of the enterprise.
	
	

	
	
	29.12 Whether for each class of provision, an enterprise discloses: 

a. The carrying amount at the beginning and end of the period;

b. Additional provisions made in the period, including increases to existing provisions;

c. Amounts used (i.e. incurred and charged against the provision) during the period; and

d. Unused amounts reversed during the period.
	
	

	
	
	29.13 Whether the enterprise has disclosed the following for each class of provision: 

a. A brief description of the nature of the obligation and the expected timing of any resulting outflows of economic benefits;

b. An indication of the uncertainties about those outflows. 

c. The amount of any expected reimbursement, stating the amount of any asset that has been recognised for that expected reimbursement
	
	

	
	
	29.14 Whether the enterprise has disclosed for each class of contingent liability at the balance sheet date a brief description of the nature of the contingent liability and, where practicable: 

a. An estimate of its financial effect,

b. An indication of the uncertainties relating to any outflow; and

c. The possibility of any reimbursement.
	
	

	
	
	29.15Where any of the information required by the standard is not disclosed because it is not practicable to do so, whether that fact is stated?
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Auditing and Assurance Standards Checklist for the year ended 31.03.2006

	AAS No.
	Auditing and Assurance Standards
	Check list
	Compliance 

Yes/No
	Effect on auditors report 

	
	Framework for Auditing and Related Services
	0.0.1 Whether the audit report provides a high, but not absolute, level of assurance that the information subject to audit is free of material misstatement?

0.0.2 Whether the report on review engagement provides a moderate level of assurance that the information subject to review is free of material misstatement?

0.0.3 Whether for agreed-upon procedures, does the report provide details of the factual findings only and no assurance is expressed?

0.0.4 Whether in a compilation engagement, no assurance is expressed?

0.0.5 Whether in forming the audit opinion, sufficient appropriate audit evidence has been obtained in order to draw conclusions on which to base that opinion?
	
	

	
	Preface to the Statements on Standard Auditing Practices*

(Now renamed as Auditing and Assurance Standards)
	0.1 Have the Auditing and Assurance standards been followed in the audit of financial information covered by the audit reports?

0.2 Does the report draw attention to the material departures there from?
	
	


	AAS 1
	Basic Principles Governing an Audit


	1.1 Whether an impartial attitude has been maintained free of any interest, which may be incompatible with integrity and objectivity?

1.2 Whether confidentiality of information acquired in the course of work is maintained?

1.3 Whether the audit has been performed and the report prepared with due professional care by persons who have adequate training, experience and competence in auditing?

1.4 Whether the audit has been carefully directed, supervised and work delegated to assistants has been reviewed?

1.5 While relying on work performed by others, has adequate skill and care been exercised?

1.6 Whether all information which are important in providing evidence that the audit was carried out in accordance with the basic principles been documented?

1.7 Whether the work has been planned to enable conduct of an effective audit in an efficient and timely manner based on knowledge of the client’s business? Has the plan be modified as per subsequent requirements?

1.8 Whether sufficient appropriate audit evidence has been obtained through the performance of compliance and substantive procedures in order to enable reasonable conclusions to be drawn and opinion to be framed accordingly?

1.9 Is there a reasonable assurance that the accounting system is adequate and that all the accounting information, which should be recorded, has in fact been recorded? Have the internal controls, which normally contribute to such assurance, been evaluated?

1.10 Whether the conclusions based on the audit evidence obtained and from knowledge of business of the entity has been reviewed and assessed?
	
	

	AAS 2
	Objective and Scope of the Audit of Financial Statements
	2.1 Whether all aspects of the enterprise as far as they are relevant to the financial statements have been audited?

2.2 Whether there is reasonable satisfaction that the information contained in the underlying accounting records and other source data is reliable and sufficient as the basis for the preparation of the financial statements?

2. Whether the relevant information is properly disclosed in the financial statements subject to statutory requirements, where applicable?

2.4 Are there any constraints on the scope of the audit of financial statements that impair the expression of an unqualified opinion on such financial statements?

If so, a qualified opinion or disclaimer of opinion should be expressed, as appropriate.


	
	

	AAS 3
	Documentation
	3. 1 Whether suitable documentation has been made during the conduct of audit?

3.2 Whether the working papers record the audit plan, the nature, timing and extent of auditing procedures performed, and the conclusions drawn from the evidence obtained?

3.3 Whether the working papers designed and properly organised to meet the circumstances of the audit?

3.4 Whether the Working papers are sufficiently complete and detailed so as to enable an overall understanding of the audit?

3.5 Whether reasonable care to ensure custody and confidentiality of these working papers has been taken? 


	
	

	AAS 4
	The Auditor’s Responsibility to Consider Fraud and Error in an Audit of Financial Statements
	4.1 Whether the risk of material misstatements in the financial statements resulting from fraud or error when planning and performing audit procedures and evaluating and reporting the results thereof has been considered?

4.2 Whether the other members of the audit team are aware of the susceptibility of the entity to material misstatements in the financial statements resulting from fraud or error in planning the audit?

4.3 Whether inquiries of management have been made regarding management's own assessment of the risk of fraud and the systems in place to prevent and detect it?

4.4 Whether inquiries of management have been made regarding the accounting and internal control systems in place to prevent and detect error?

4.5 Whether substantive procedures have been designed to reduce to an acceptably low level the risk that misstatements resulting from fraud and error that are material to the financial statements taken, as a whole will not be detected?

4.6 In circumstances that may indicate that there is a material misstatement in the financial statements resulting from fraud or error, whether procedures have been performed to determine whether the financial statements are materially misstated?

4.7 Whether the implications of the misstatement in relation to other aspects of the audit, particularly the reliability of management representations have been considered?

4.8 Whether the risk factors identified have been documented?

4.9 Whether there has been a communication to the management and to those charged with Governance the material misstatements resulting due to error, fraud and of inherent weaknesses in Internal control?

4.10 Whether there has been a communication with the previous auditor?


	
	

	AAS 5
	Audit Evidence
	5.1 Whether sufficient appropriate audit evidence has been obtained by performing compliance and substantive procedures in order to enable reasonable conclusions to be drawn from the financial information?

5.2 When there is reasonable doubt as to any assertion of material significance, has an attempt been made to obtain sufficient appropriate evidence to remove such doubt? 

5.3 Whether a qualified opinion has been expressed if sufficient appropriate evidence has not been obtained?
	
	

	AAS 6
	Risk Assessments and Internal Control
	6.1 Whether in developing the overall audit plan, the inherent risk at the level of financial statements has been assessed?

6.2 Whether, if an assessment has been made that the inherent risk is not high, the reasons for such assessment has been documented?

6.3 Whether an understanding of the accounting system has been made?

6.4 Whether there is an understanding of the control environment sufficient to assess management's attitudes, awareness and actions regarding internal controls and their importance in the entity?

6.5 Whether a preliminary assessment of control risk, at the assertion level, for each material account balance or class of transactions has been made?  

6.6 Whether an understanding and assessment of control risks has been documented?

6.7 Whether it has been considered that the internal controls were in use throughout the period?

6.8 Whether, the nature, timing and extent of planned substantive procedures have been modified if the assessed level of control risk needs to be revised?

6.9 Whether a qualified opinion or a disclaimer of opinion as may be appropriate has been expressed when the detection risk regarding a financial statement assertion for a material account balance or class of transactions cannot be reduced to an acceptable level?

6.10 Whether the management is made aware, as soon as practical and at an appropriate level of responsibility, of material weaknesses in the design or operation of the accounting and internal control systems, which have come to light?


	
	

	AAS 7
	Relying Upon the Work of an Internal Auditor 


	7.1 Whether an evaluation of the    internal audit function has been made and the audit procedures planned accordingly?

7.2 Whether evaluation and conclusions thereof have been documented?


	
	

	AAS8
	Audit Planning
	8.1 Whether the audit been planned based on knowledge of the business, terms of engagement and applicable legal or statutory requirements?

8.2 Whether the plan has been revised as and when necessary?

8.3 Whether the overall audit plan has been documented?

8.4 Whether a written Audit programme has been prepared setting forth the procedures that are needed to implement the audit plan?

8.5 Does the audit programme contain the audit objectives for each area and have sufficient details to serve as a set of instructions to the assistants involved in the audit?
	
	

	AAS 9
	Using the Work of an Expert 


	9.1 Whether, when the work of an expert has been used as audit evidence, has the expert’s professional qualifications, and experience and reputation in the field in which the evidence is sought been considered?

 9.2 Whether it has been ensured that the expert’s work constitutes appropriate audit evidence in support of the financial information?

9.3 whether a qualified opinion, a disclaimer of opinion or an adverse opinion, as may be appropriate has been expressed if the work of the expert is inconsistent with the information in the financial statements?


	
	

	AAS 10
	 Using the Work of Another Auditor 


	10.1 Whether while using the work of another auditor, it has been determined how the work of the other auditor will affect the audit?

10.2 Whether it has been taken into consideration the professional competence of the other auditor in the context of specific assignment if the other auditor is not a member of the Institute of Chartered Accountants of India?

10.3 Whether procedures have been performed to obtain sufficient appropriate audit evidence, that the work of the other auditor is adequate, in the context of the specific assignment?

10.4 Whether the significant findings of the other auditor have been considered?

10.5 Whether there is sufficient liaison with the other auditor?

10.6 Whether, when the work of the other auditor cannot be used sufficient additional procedures have not been performed regarding the financial information of the component audited by the other auditor, a qualified opinion or disclaimer of opinion has been expressed?

10.7 Does the report state clearly the division of responsibility for the financial information of the entity indicating the extent to which the financial information of components audited by the other auditors has been included in the financial information of the entity?


	
	

	AAS 11
	Representations by Management
	11.1 Whether there is sufficient evidence that management acknowledges its responsibility for the appropriate preparation and presentation of financial information?

11.2 Whether there is evidence that the management has approved the financial information?

11.3 Whether the evidence obtained has been documented?


	
	

	AAS 12
	Responsibility of Joint Auditors
	12.1 Whether the audit work been divided between the joint auditors by mutual discussion?

12.2 Is the division of work clearly documented?

12.3 In case of differences in opinion with regard to any matters to be covered by the report, has separate reports been prepared to express opinion?


	
	

	AAS 13
	Audit Materiality 


	13.1 Whether materiality and its relationship with audit risk when conducting an audit has been considered?

13.2. Whether the possibility of misstatements of relatively small amounts that, cumulatively, could have a material effect on the financial information has been taken into consideration?

13.3 Whether it has been considered whether the effect of aggregate uncorrected misstatements on the financial information is material?

13.4If the management refuses to adjust the financial information and if the effect of uncorrected misstatements is material, has a qualified or adverse opinion, as appropriate been expressed?


	
	

	AAS 14
	Analytical Procedures 


	14.1 Whether analytical procedures have been applied at the planning and overall review stages of the audit and also at other stages?

14.2 If analytical procedures identify significant fluctuations or relationships that are inconsistent with other relevant information or if they deviate from predicted amounts, has an investigation been done and adequate explanations and appropriate corroborative evidence been obtained?


	
	

	AAS 15
	Audit Sampling
	15.1 Whether an audit sample has been designed and selected and whether audit procedures have been performed thereon, and sample results have been evaluated so as to provide sufficient appropriate audit evidence?

15.2. When designing an audit sample, whether the specific audit objectives, the population from which to sample, and the sample size have been considered?

15.3 When determining the sample size, whether it has been taken into consideration the sampling risk, the tolerable error, and the expected error?

15.4 Whether the sample items have been selected in such a way that the sample can be expected to be representative of the population?

15.5 If the projected error exceeds tolerable error, whether the sampling risk has been reassessed? If that risk is unacceptable, has it been considered to extend the audit procedure or perform alternative audit procedures?


	
	

	AAS 16
	Going Concern
	16.1 Whether it has been taken into consideration the appropriateness of the going concern assumption underlying the preparation of the financial statements?

16.2 Whether sufficient appropriate audit evidence has been gathered to resolve, to the auditor's satisfaction, the question regarding the entity's ability to continue in operation for the foreseeable future?

16.3 If the going concern question is not satisfactorily resolved, whether adequate disclosure has been made in the financial statements?

16.4 If adequate disclosure is not made in the financial statements, whether a qualified or adverse opinion, as appropriate has been expressed?
	
	

	AAS 17
	Quality Control for Audit work 


	17.1 Whether there are well implemented quality control policies and procedures designed to ensure that all audits are conducted in accordance with Auditing and Assurance Standards (AASs)?

17.2 Whether, the professional competence of assistants performing work delegated to them has been taken into consideration when deciding the extent of direction, supervision and review appropriate for each assistant?

17.3 Whether the work performed by each assistant has been reviewed by personnel of at least equal competence?
	
	

	AAS 18
	Auditing of Accounting Estimates
	18.1 Whether sufficient appropriate audit evidence regarding accounting estimates has been obtained?

18.2 Whether sufficient appropriate audit evidence has been obtained as to whether an accounting estimate is reasonable in the circumstances and, when required, is appropriately disclosed in the financial statements?

18.3 Whether events and transactions occurring after period end but prior to completion of audit have been reviewed?
	
	

	AAS 19
	Subsequent Events 


	19.1 Whether procedures have been designed to obtain sufficient appropriate audit evidence that all events up to the date of the report that may require adjustment of, or disclosure in, the financial statements have been identified?

19.2 Whether the events, which materially affect the financial statements, are properly accounted for in the financial statements?

19.3   When the management does not account for such events, is there an expression of a qualified opinion or an adverse opinion, as appropriate in the report?
	
	

	AAS 20
	Knowledge of the Business 


	20.1 Whether the audit staffs assigned to an audit engagement have obtained sufficient knowledge of the business to enable them to carry out the audit work delegated to them?

20.2 Whether the knowledge of the business affects the financial statements taken as a whole and whether the assertions in the financial statements are consistent with the knowledge of the business?
	
	

	AAS 21
	 Consideration of Laws and Regulations in an Audit of Financial Statements 


	21.1 Whether there is sufficient understanding of the laws and regulations in order to consider them when auditing the assertions related to the determination of the amounts to be recorded and the disclosures to be made?

21.2 Whether there are written representations that management has disclosed all known actual or possible non-compliance with laws and regulations whose effects should be considered when preparing financial statements?

21.3 When there is awareness of information concerning a possible instance of non-compliance, whether an understanding of the nature of the act and the circumstances in which it has occurred, and sufficient other information to evaluate the possible effect on the financial statements has been obtained?

21.4 Whether the findings have been documented and discussed with management?

21.5 Whether a report of non-compliance has been made to the management or users of financial statement or regulatory bodies as the case may be?
	
	

	AAS 22
	Initial Engagements –Opening Balances
	22.1 If the opening balances contain misstatements, which materially affect the financial statements for the current period, and the effect of the same is not properly accounted for and adequately disclosed, whether a qualified opinion or an adverse opinion, as appropriate has been expressed?
	
	

	AAS 23
	Related Parties 


	23.1 Whether a written representation has been obtained from management concerning:

(a)
The completeness of information provided regarding the identification of related parties; and

(b)
The adequacy of related party disclosures in the financial statements.

23.2 Is there alertness for other material related party transactions?

23.3 In examining the identified related party transactions, whether sufficient appropriate audit evidence as to whether these transactions have been properly recorded and disclosed been obtained?

23.4 If adequate disclosure regarding related party transactions is not made, whether a qualified opinion or a disclaimer of opinion in the audit report, as may be appropriate has been expressed?


	
	

	AAS 24
	Audit Considerations Relating to Entities Using Service Organizations
	24.1 Whether the significance of the activities of the service organization to the client and their relevance to the audit has been determined?  

24.2 When using the report of the auditor of the service organization whether it has been taken into consideration the professional competence of the auditor and the nature and scope of the work performed by the service organization’s auditor.
	
	

	AAS 25
	Comparatives 


	25.1 Whether the comparatives comply, in all material respects, with the financial reporting framework relevant to the financial statements being audited?

25.2 If the prior period report  

I         included a qualified opinion; disclaimer of opinion, or adverse opinion and the matter gave rise to the modification in the audit report whether the corresponding figures have been modified?

25.3  When the prior period financial statements are not audited, whether it has been stated in the report that the corresponding figures are unaudited?
	N.A
	

	AAS 26
	Terms of Audit Engagement 


	26.1 Whether there is an agreement with the client on the terms of engagement?

26.2 Whether an engagement letter has been sent before the commencement of the audit?

26.3 If there is any change in the terms of the engagement is there an agreement with the client?
	
	

	AAS 27
	Communications of Audit Matters with Those Charged with Governance 


	27.1 Whether the relevant persons who are charged with governance and with whom audit matters of governance interest are to be communicated been determined?

27.2 Whether there has been a communication of audit matters of governance interest on a timely basis?

27.3 Whether it has been documented in the working papers the matters communicated and any responses to those matters?


	
	

	AAS 28
	The Auditor’s Report on Financial Statements
	28.1 Does the audit report contain a clear written expression of opinion on the financial statements taken as a whole?

28.2 Does the report have a suitable title?

28.3 Does the report identify the financial statements of the entity that have been audited, including the date of and period covered by the financial statements?

28.4 Does the report include a statement that the financial statements are the responsibility of the entity’s management and a statement that the responsibility of the auditor is to express an opinion on the financial statements based on the audit?

28.5 Does the report describe the scope of audit?

28.6 Does the report include a statement that the audit provides a reasonable basis for his opinion?

28.7 Does the report clearly indicate the financial reporting framework used to prepare the financial statements and state an opinion as to whether the financial statements give a true and fair view in accordance with that financial reporting framework and, where appropriate, whether the financial statements comply with the statutory requirements?

28.8 Is the date of the report on the financial statements, the date on which the report is signed expressing an opinion on the financial statements?  

28.9 Does the report name specific location, which is ordinarily the city where the audit report is signed?

28.10 
Whenever the opinion expressed is other than unqualified, whether a clear description of all the substantive reasons and, unless impracticable, a quantification of the possible effect(s), individually and in aggregate, on the financial statements been included?


	
	

	AAS 29
	Audit in a Computer Information Systems Environment 


	29.1 Whether there is sufficient knowledge of the computer information systems to plan, direct, supervise, control and review the work performed?

29.2 Whether there is an understanding of the accounting and internal control systems sufficient to plan the audit and to determine the nature, timing and extent of the audit procedures?

29.3 
In planning the portions of the audit, which may be affected by the CIS environment, whether there is an understanding of the significance and complexity of the CIS activities and the availability of the data for use in the audit?  

29.4 Whether there is an understanding of the CIS environment and whether it may influence the assessment of inherent and control risks?

29.5 Where the audit evidence is in electronic form, whether it has been ensured that such evidence is adequately and safely stored and is retrievable in its entirety as and when required?
	
	

	AAS 30
	 External Confirmations 


	30.1 Whether the use of external confirmations is necessary to obtain sufficient appropriate audit evidence to support certain financial statement assertions?

 30.2 Whether there has been a consultation with the management before employing external confirmations?

30.3 Whether additional procedures are to be performed if the confirmations alone are not sufficient?

30.4 Whether the external confirmation requests been designed to meet the specific audit objectives?

30.5 Whether the information from audits of earlier years has been considered?

30.6 Whether the confirmation requests are properly addressed and that there is a specific mention to send the replies to him directly?

30.7 Whether there is any indication that external confirmations received may not be reliable?

30.8 Whether further tests have been conducted to ascertain that the assertions are reliable?

30.9 Whether oral confirmations have been documented?

30.10 Where there is a discrepancy revealed by the external confirmations, whether the management has been requested to verify and reconcile the discrepancies?

30.11 Where the management requests that external confirmations are not taken, has request been taken in writing?

30.12 Whether the response to the management request has been documented and whether the impact on the audit report has been considered?


	
	

	AAS 31
	Engagements to Compile Financial Information 


	31.1 Whether there is compliance with the “Code of Ethics” issued by the Institute of Chartered Accountants of India?

31.2 Whether a management representation letter has been obtained?

31.3 Whether the compiled information appears to be appropriate in form and free from obvious material misstatements. ?

31.4 Whether any known departures from the identified framework have been disclosed?

31.5 In case the client has no identified financial reporting framework, whether there is a disclosure of the different basis of compilation in the Notes to the Accounts or other compiled financial information as well as the report issued by the accountant on compilation?

31.6 Whether the financial statements or other financial information compiled been approved by the client before the compilation report is signed?

31.7 Has the client been asked to sign a statement on the face of the accounts retained by the accountant?  

31.8 Whether the users of the financial statements or other financial information so compiled are aware of the extent of involvement with the accounts so that they do not derive unwarranted assurance?

31.9 Has it been ensured that the terms “audit” and auditors fee” are not used in describing the nature of services involving compilation of financial statements or other financial information.

31.10 Whether care has been taken that the financial statements or other financial information so compiled are not prepared on the letter-heads or other stationery of the accountant, carrying his (or firm’s) name and address since it is liable to be misinterpreted.

31.11 Whether the nature of association with the financial statements and the nature of the work are clear?


	N.A
	

	AAS 32
	 Engagements to Perform Agreed-Upon Procedures Regarding Financial Information 


	32.1 Whether there is compliance with the Code of Ethics, issued by the Institute of Chartered Accountants of India?

32.2 Whether the agreed-upon procedure engagement has been conducted in accordance with this AAS and the terms of the engagement?

32.3 Whether it has been ensured with representatives of the entity and other specified parties who will receive copies of the report of factual findings, that there is a clear understanding regarding the agreed procedures and the conditions of the engagement?

32.4 Whether the work has been planned effectively?

32.5 Whether all important evidence to support the report on findings has been documented?

32.6 Does the report clearly describe the purpose and the agreed-upon procedures of the engagement in sufficient detail so as to enable the reader to understand the nature and the extent of the work performed?

32.7 Does the report clearly mention that no audit or review has been preformed?


	N.A
	

	AAS 33
	Engagements to Review Financial Statements 


	33.1 Whether there is compliance with the Code of Ethics issued by the Institute of Chartered Accountants of India?

33.2 Whether a review has been conducted in accordance with this AAS, relevant legislations, terms of review engagement and reporting requirements?

33.3 Whether there is an agreement with the client on the terms of the engagement?

33.4 In planning a review of financial statements, whether there is knowledge of the business including consideration of the entity’s organization, accounting systems, operating characteristics and the nature of its assets, liabilities, revenues and expenses?

33.5 
When using work performed by another auditor or an expert, whether such work is adequate for the purposes of the review?

33.6 Whether all information which is important in providing evidence to support the review report has been documented?

33.7 Whether the same materiality considerations have been applied as would be applied if an audit opinion on the financial statements was to be given?

33.8 Whether an enquiry has been made about events subsequent to the balance sheet date that may require adjustment of, or disclosure in the financial statements?

33.9 If there is reason to believe that the information subject to review may be materially misstated, whether additional or more extensive procedures have been carried out as are necessary to be able to express negative assurance or to confirm that a modified report is required.

33.10 Does the review report contain a clear written expression of negative assurance?

33.11 whether any information obtained during the review indicates that the financial statements do not give a true and fair view (or ‘are not presented fairly, in all material respects’) in accordance with the financial reporting framework used for the preparation and presentation of financial statements and relevant statutory requirements, if any?

33.12 Whether there is quantification of the possible effects on the financial statements and whether the report contains either a qualified opinion or adverse opinion?

33.13 If there has been a material scope limitation, whether there is a description of the limitation and whether either

i)
Express a qualification of the negative assurance provided regarding the possible adjustments to the financial statements that might have been determined to be necessary had the limitation not existed; or

(ii)
When the possible effect of the limitation is so significant and pervasive that no level of assurance can be provided, not provide any assurance.

33.14
Does the review report contain the following basic elements?

(a) Title 

(b)
Addressee;

(c)
Opening or introductory paragraph including:

(i)
Identification of the financial statements on which the review has been performed; and

(ii)
A statement of the responsibility of the entity’s management and the responsibility of the auditor;

(d)
Scope paragraph, describing the nature of a review, including:

(i)
A reference to this AAS applicable to review engagements, or to relevant laws or regulations;

(ii)
A statement that a review is limited primarily to inquiries and analytical procedures; and

(iii)
A statement that an audit has not been performed, that the procedures undertaken provide less assurance than an audit and that an audit opinion is not expressed;

(e)
Statement of negative assurance;

(f)
Date of the report;

(g)
Place; and

(h)
Signature and membership number assigned by the Institute of Chartered Accountants of India.

33.14 Whether it has been ensured that the date of the report is not earlier than the date on which the financial statements are signed or approved by the management?


	N.A
	

	AAS 34
	Audit Evidence – Additional Consideration for Specific Items
	Part A- Attendance at Physical Inventory Counting

34.1 Where inventory is material to the financial statements, whether by attendance at physical inventory counting has obtained sufficient appropriate audit evidence regarding its existence and condition?

34.2 
If unable to attend the physical inventory count on the date planned due to unforeseen circumstances, whether observed some physical counts on an alternative date and where necessary, performed alternative audit procedures to assess whether the changes in inventory between the date of physical count and the period end date are correctly recorded?

34.3 If attendance at the physical inventory counting is impracticable, whether alternative procedures provide sufficient appropriate audit evidence of existence and condition of inventory to conclude that no reference need to bee made on a scope limitation?

34.4 whether written representation has been obtained from management concerning:

(a)
The completeness of information provided regarding the inventory; and

(b)
Assurance with regard to adherence to laid down procedures for physical inventory count

34.5 Where in cases of difficulty in obtaining sufficient appropriate audit evidence concerning the existence of inventory or adequacy of procedures adopted by the management in respect of physical inventory count has a reference to a scope limitation in his audit report been made?

34.6 If the inventory is not disclosed appropriately in the financial statements, has a qualified opinion been issued?

Part-B- Inquiry Regarding Litigation and Claims

34.7 Whether audit procedures have been carried out in order to become aware of any litigation and claims involving the entity which may have a material effect on the financial statements?

34.8  Whether an attempt has been made for direct communication with the entity’s lawyers and such other professionals to whom the entity engages for litigation and claim?

34.9  Has a request been made for direct feedback from the entity’s lawyers and such other professionals to whom the entity engages for litigation?

34.10 If management refuses to give permission to communicate with the entity’s lawyers, whether a qualified opinion or a disclaimer of opinion as the case may be has been given?

34.11 Whether a written representation has been obtained from management concerning the completeness and adequacy of information provided regarding the identification of litigation and claims, estimates of financial implications, including costs, etc?

Part C- Valuation and Disclosure of Long-Term Investments

34.12 Whether audit procedures are designed to obtain sufficient appropriate audit evidence for valuation and disclosure of long-term investments?

34.13 Whether there is a written representation from management regarding:

(a)
The completeness of information provided regarding valuation and disclosure of long term investments;

(b)
The valuation of long term investments in the financial statements including adequacy of provision for diminution in such values, wherever required; and

(c)
The intention of the management to continue to hold long-term investments as long-term investments.

34.14 If unable to obtain sufficient appropriate audit evidence concerning the existence, valuation of long term investments or if there is a conclusion that their disclosure in the financial statements is not adequate, whether there is a expression of a qualified opinion or a disclaimer of opinion in the audit report, as may be appropriate?

Part D- Segment Information

34.15 Whether there is sufficient appropriate audit evidence regarding disclosure of segment information in accordance with the applicable identified financial reporting framework?

34.16 Whether there is a written representation from management concerning:

(a)
The completeness of information regarding segments and disclosure thereof; and

(b)
Appropriateness of the selected segments based on risks and returns; and

(c)
The organizational structure of an enterprise and its internal financial reporting system and any deviations there from.

34.17 If unable to obtain sufficient appropriate audit evidence concerning segment information or it has been concluded that their disclosure in the financial statements is not adequate, whether there is an expression of a qualified opinion or disclaimer of opinion in the audit report?


	
	


Checklist on Compliance of Guidance Notes on Accounting for the period ending 
Client Name:_____________________________________

Audit Staff: ______________________________________

Date of Checking__________________________________

	S.No
	Details 
	Whether applicable
	Name of Staff checking compliance 

	GN(A) 1
	Mode of Valuation of Fixed Assets 
	
	

	GN(A) 2
	Guarantees & Counter-Guarantees Given by Companies 
	
	

	GN(A) 3 


	Guidance Note on Treatment of Reserve Created on Revaluation of Fixed Assets
	
	

	GN (A) 4 


	Guidance Note on Accounting for Changing Prices
	
	

	GN (A) 5
	Guidance Note on Terms Used in Financial Statements 


	
	

	GN (A) 6
	Guidance Note on Accrual Basis of Accounting 


	
	

	GN (A) 7
	Guidance Note on Accounting for Depreciation in Companies 


	
	

	GN (A) 8
	Guidance Note on Some Important Issues Arising from the Amendments to Schedule XIV to the Companies Act, 1956 


	
	

	GN (A) 9
	Guidance Note on Availability of Revaluation Reserve for Issue of Bonus Shares
	
	

	GN (A) 10
	Guidance Note on Accounting for Leases 


	
	

	GN (A) 11
	Guidance Note on Accounting for Corporate Dividend Tax 
	
	

	GN (A) 12
	Guidance Note on Accounting Treatment for Excise Duty 
	
	

	GN (A) 13
	Guidance Note on Accounting for Investments in the Financial Statements of Mutual Funds
	
	

	GN (A) 14
	Guidance Note on Accounting by Dot-Com Companies 
	
	

	GN (A) 15
	Guidance Note on Accounting for Oil and Gas Producing Activities 


	
	

	GN (A) 16
	Guidance Note on Accounting for Securitisation 


	
	

	GN (A) 17
	Guidance Note on Accounting for Equity Index and Equity Stock Futures and Options 


	
	

	GN (A) 18
	Guidance Note on Accounting for Employee Share-based Payments 
	
	

	GN (A) 19
	Guidance Note on Accounting for State-level

Value Added Tax 
	
	

	GN (A) 20
	Guidance Note on Accounting for-Fringe Benefits Tax 
	
	

	GN (A) 21
	Guidance Note on Accounting by Schools
	
	

	GN (A) 22
	Guidance Note on Accounting for Credit Available in Respect of Minimum Alternative Tax under the Income-tax Act, 1961 
	
	

	GN (A) 23
	Guidance Note on Recognition of Revenue by

Real Estate Developers 
	
	


******************************************************************************
Draft Independence Policy for the firm conducting an audit
	
	 Questions 
	YES 
	NO 

	A.
	For the firm
	
	

	
	Whether the fee paid by the client is material to the firm? 
	
	

	
	Whether any arrangements exist between the firm and the client whereby there is sharing of 

· Facilities

· Professional staff

· Other expenses
	
	

	
	Is there rotation of audit partner and senior personnel every 5 years?
	
	

	
	Reporting relationship
	
	

	
	Is there any power of direction from executive or operational levels of the entity?
	
	

	
	Conflict of interest 
	
	

	
	Whether the firm or any of its partners or staff is involved in maintenance of books of accounts of the client? 
	
	

	
	Whether the firm or any of its partners or staff is involved in any other client activity (e.g. Filing returns, computation of turnover)
	
	

	
	Threats
	
	

	
	Whether the firm has obtained sufficient knowledge of the client and its management to be aware of the possible threats to independence?
	
	

	
	Whether the firm faces a threat of being replaced over disagreements with application of accounting principles?
	
	

	
	Whether there is pressure to inappropriately reduce the work performed?
	
	

	
	Fees
	
	

	
	Whether the firm follows the recommended fee schedule issued by the Institute of Chartered Accountants of India?
	
	

	
	Whether the fees accepted by the firm constitute undercutting? 
	
	

	
	Communication with previous auditor 
	
	

	
	Whether the auditor has communicated to previous auditor in writing?
	
	

	B.
	For the audit staff
	
	

	
	Relationship with client 
	
	

	
	Does the Audit Manager /Chief Audit Executive reports to the line management? 
	
	

	
	Do you have any close family relationship with any client staff at senior management level? 
	
	

	
	Do you have any close family relationship with any client staff whose work will come under review? 
	
	

	
	Do you or a close family member have a beneficial or other interest in shares or other investments in the client? 
	
	

	
	Do you have any pecuniary interest in the client other than consideration received for work?
	
	

	
	Do you or a close family member have a mutual business interest with the client? 


	
	

	
	Do you or a close family member a have taken a loan from or to or given or accepted any guarantee from or to a client?
	
	

	
	Are you connected in any way with any other business that provides services, goods or advice to a client?
	
	

	
	Have you accepted goods or services on favourable terms, or received undue hospitality from a client?
	
	

	
	Employment 
	
	

	
	Have you been employed by or an officer of a client in the last one/two years? 


	
	

	
	Have you been involved in management, business, activities or executive decisions of the client?
	
	

	
	Are you intending to join or currently negotiating with a view to joining client?
	
	

	
	Trusts
	
	

	
	Do you have a beneficial interest in a trust holding shares or other investments in a client?
	
	

	
	Are you a trustee of a trust that holds shares or other investments in a client?
	
	

	
	Others
	
	

	
	Was there any obligation to carry out, modify or refrain from carrying out, an audit or suppress or modify findings, conclusions and recommendations?
	
	

	
	Do the firm /staff provides any advice or service which includes management responsibilities or powers? 
	
	


Note: If the answers to any of the questions is ‘yes’ the firm should consider the effect on independence or the possible loss of the appearance of independence. The firm should consider whether the impairment could be removed before the commencement of audit/attestation etc.

9.2 DOCUMENTATION FOR TAX AUDIT

1) Specimen Engagement Letter for an Audit under section 44AB of Income Tax Act, 1961 

{The following letter is for use as a guide in conjunction with the considerations outlined in AAS 26 and will need to be varied according to individual requirements and circumstances relevant to the engagement.  

To the Board of Directors (or the appropriate representative of senior management)

You have requested that we conduct audit of accounts under section 44AB of the Income Tax Act, 1961 for the period ending 31/03/2006. We are pleased to confirm our acceptance and our understanding of this engagement by means of this letter.

 We will conduct our audit in accordance with the auditing standards generally accepted in India. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.  An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation.

However, having regard to the test nature of an audit, persuasive rather than conclusive nature of audit evidence together with inherent limitations of any accounting and internal control system, there is an unavoidable risk that even some material misstatements of financial statements, resulting from fraud, and to a lesser extent error, if either exists, may remain undetected.

The responsibility for the preparation of financial statements on a going concern basis is that of the management. The management is also responsible for selection and consistent application of appropriate accounting policies, including implementation of applicable accounting standards along with proper explanation relating to any material departures from those accounting standards.  The management is also responsible for making judgments and estimates that are reasonable and prudent so as to give a true and fair view of the state of affairs of the entity at the end of the financial year and of the profit or loss of the entity for that period.

The responsibility of the management also includes the maintenance of adequate accounting records and internal controls for safeguarding of the assets of the company and for the preventing and detecting fraud or other irregularities.  As part of our audit process, we will request from management written confirmation concerning representations made to us in connection with the audit.

We also wish to invite your attention to the fact that our audit process is subject to 'peer review' under the Chartered Accountants Act, 1949.  The reviewer may examine our working papers during the course of the peer review.

We look forward to full cooperation with your staff and we trust that they will make available to us whatever records; documentation and other information are requested in connection with our audit. Our fees will be billed as the work progresses. This letter will be effective for future years unless it is terminated, amended or superseded.

Please sign and return the attached copy of this letter to indicate that it is in accordance with your understanding of the arrangements for our audit of the financial statements.

XYZ & Co.
Chartered Accountants
…………………………(Signature)

(Name of the   Member)

Date 

Place

Acknowledged on behalf of
Assessee by
……………………..

(Signature)
Name 

Designation (Partner/Director/Member/Proprietor)  


Date

2) Specimen letter seeking information from Assessee before commencement of audit u/s 44AB of Income Tax Act, 1961 

(Letter head of Chartered accountant)

Date:

Name of the Partner/ Director/Proprietor   

Address of Firm/Company   

Dear Sir 

Sub: Information required before commencement of audit u/s 44AB of Income Tax Act, 1961 

This letter is provided in connection with audit of accounts u/s 44AB of Income Tax Act, 1961 of M/s  ________ for the year ended 31.03.2006. As per Section 44AB of Income Tax Act, 1961 Form 3CD is to be submitted for the purpose of Audit. You are requested to provide the following information to us before commencement of Tax audit 

1. Permanent Account number of Company and its directors (Firm and its Partner in case of Partnership Firm) 

2. Status as defined under the Income Tax Act-1961-Resident and ordinary Resident /Resident and non ordinary resident/Non resident 

3. Details regarding Partners/Members in the following format (applicable in case of Association of person or Partnership Firm) 

	S.No 
	Name of Partner/Member 
	Father’s  Name 
	Share in Profit /Loss 
	Date of change of Share in Profit Loss 
	Previous Share in Profit/Loss 

	
	
	
	
	
	


4. Nature of all business or profession (s)

	S.No
	Nature of business(s)
	Starting Date 
	Previous Nature of business 
	Reason for Change 

	
	
	
	
	


5. Books of accounts maintained as prescribed under section 44AA 

	S.No
	Name of Book of Accounts 
	Maintained

(Yes/No) 
	Computerized /Manual 
	Maintained by 
	Last Updated 

	1
	Ledger 
	
	
	
	

	2
	Day Book 
	
	
	
	

	3
	Cash Book 
	
	
	
	

	4
	
	
	
	
	

	5
	
	
	
	
	

	6
	
	
	
	
	


6. Whether Profit & Loss A/c. include profits and gains assessable on presumptive basis under section 44AD, 44AE, 44AF, 44B, 44BB, 44BBA, 44BBB of the Income-Tax Act, 1961.

7. Method of accounting 

	2005-06 
	2004-05 
	Effect on Profits/Loss if there is change in method of accounting 

	Accrual/Cash basis 
	Accrual/Cash basis 
	


8. Particulars of capital assets converted into stock in trade in following format        

	S.No 
	Description of capital asset
	Date of acquisition
	Cost of acquisition
	Amount at which the asset is converted into stock-in-trade.
	Date of conversion 

	
	
	
	
	
	


9. For each asset or Block of Asset following information is to be given . 

	S.No 
	Description of asset/block of assets
	Rate of depreciation.


	Actual cost of written down value, as the case             may be
	Additions
	Date of Addition 
	Deduction 

	
	
	
	
	
	
	


 ..Contd

	Date of deduction 
	Depreciation 
	Closing WDV 
	Detail of any adjustment on account of Cenvat, Rate of Currency, Subsidy 
	

	
	
	
	
	


10. Details of Amount admissible under following sections 

	S.No 
	Description 
	Section 
	Amount debited to the profit and loss account
	Deduction allowed under section 
	Amount not debited to the profit and loss account

	1
	Tea development account, Coffee development account and rubber development account 
	33AB
	
	
	

	2
	Site Restoration fund
	33ABA
	
	
	

	3
	Reserves for shipping business
	33AC 
	
	
	

	4
	Expenditure on scientific research 
	35
	
	
	

	5
	Expenditure to obtain license to operate telecommunication services 
	35ABB
	
	
	

	6
	Expenditure on eligible projects or schemes 
	35AC
	
	
	

	7
	Expenditure for carrying rural development programmes
	35CCA
	
	
	

	8
	Expenditure for conservation of natural resources 
	35CCB
	
	
	

	9
	Preliminary expenses
	35D
	
	
	

	10
	Expenditure in case of amalgamation and de merger 
	35DD
	
	
	

	11
	Expenditure on VRS
	35DDA
	
	
	

	12
	Expenditure on prospecting etc for certain minerals 
	35E
	
	
	


11. Details regarding bonus 

	S.No 
	Number of Employee
	Date of Payment of bonus 
	Amount 
	Whether such  sum was otherwise payable to him as profits or dividend

	
	
	
	
	


12. Details in respect of provident fund or superannuation fund or any other fund mentioned in section 2(24)(x) in the following format 

	S.No 
	Name of the fund 
	Amount received 
	Due date for payment 
	Actual date of Payment 

	
	
	
	
	


13. Details of Expenditure debited to Profit and Loss account in respect of following 

a) Capital Expenditure 

	S.No 
	Description 
	Date 
	Amount 
	Expected life of Assets 

	
	
	
	
	


b) Personal Nature 

	S.No 
	Description 
	Date 
	Amount 
	Name of the person 
	Designation 

	
	
	
	
	
	


c) Expenditure on advertisement for political party 

	S.No 
	Nature of advertisement 

(souvenir,            brochure, tract, pamphlet )
	Date 
	Amount 
	Name of Political Party  
	Designation 

	
	
	
	
	
	


d) Expenditure incurred at clubs 

	S.No 
	Name and Address of Club 
	Date 
	Amount 
	Amount Paid as Entrance fees or cost of Club services and facilities 

	
	
	
	
	


e) Expenditure by way of penalty

	S.No 
	Nature of default 
	Date 
	Amount 
	Act Violated 

Section details
	Person responsible 

	
	
	
	
	
	


f) Amount Payable as interest, royalty fees for technical services payable outside India or in India to a non-resident 

	S.No 
	Nature of Payment (Interest, Royalty, fees for technical services)
	Date of Payment 
	Amount 
	Name of recipient 
	TDS deduced or not 
	Date of deduction of TDS 

	
	
	
	
	
	
	


g) Expenditure in excess of Rs 20000 in cash /Bearer Cheque 

	S.No 
	Nature of Expenditure 
	Date 
	Amount 
	Covered by Exception under rule 6DD

	
	
	
	
	


14.  Details of Payment made to any person Specified under section 40A(2)(b)

	S.No 
	Name of Party 
	Relation with assess see
	Party having substantial interest in the business 
	Date of Payment 
	Amount 

	
	
	
	
	
	


15. Details of Expenditure which are allowed on actual payment basis 

	S.No 
	Nature of Expenditure 
	Total Amount due during the previous year
	Paid during the previous year pertaining to previous year 
	Paid after the previous year but before the due date of return of income 

	1
	Tax , Duty, Cess or fees
	
	
	

	2
	Employer contribution to Provident fund 
	
	
	

	3
	Bonus or commission to employees
	
	
	

	4
	Interest on Loan from Public financial institution, Sate financial corporation , state industrial investment corporation
	
	
	

	5
	Interest on loans from Scheduled bank 
	
	
	

	6
	Leave salary 
	
	
	


The liability for the above should be which:

1. Pre existed on the first day of the previous year but was not allowed in the assessment of any preceding previous year and was

1. Paid during the previous year

1. Not paid during the previous year

        B)  Was incurred in the previous year and was

                 (a)   paid on or before the due date for

                        furnishing the return of income of the

                        previous year under section 139(1);

                 (b)  not paid on or before the aforesaid 

                       date.

16. Details of Prior period income or expenditure 

	S.No 
	Nature of Prior period item 
	Year to which it pertains
	Amount 
	Expenditure

/Income 

	
	
	
	
	


17. Details of Loan taken during the year for Rs 20000 and more in the following format 

	S.No 
	Name, address and PAN of the lender or depositor
	Amount of loan or deposit taken or accepted              


	Whether the loan or deposit was squared                up during the previous year
	Maximum amount outstanding in the account at any time during the previous              year;


	Whether the loan or deposit was taken or                    accepted otherwise than by an account                     payee cheque or an account payee bank              draft.



	
	
	
	
	
	


18. Details of Loan payment during the year for Rs 20000 and more in the following format 

	S.No 
	Name, address and PAN  
	Amount of repayment 


	Maximum amount  outstanding in the account at any time during the previous              year;


	Whether the repayment was made otherwise than by an account  payee cheque or an account payee bank              draft.



	
	
	
	
	


19. Details of brought forward loss or depreciation allowance

	S.No 
	Assessment Year 
	Nature  of Loss  / allowance 
	Amount as returned 
	Amount as assessed 
	Remarks 

	
	
	
	
	
	


20. Details of deduction claimed under Chapter VI-A

	S.No 
	Section 
	Nature of deduction 
	Amount Claimed 
	Maximum Limit of deduction if any 

	
	
	
	
	


21. For each nature of payment for which TDS is deducted during the year please give the following information 

	S.No 
	Nature of Payment 
	Tax deductible and not deducted at all
	Shortfall on account of lesser deduction than required to be deducted
	Tax deducted late


	Tax deducted but not paid to the credit of the Central Government



	1
	Contractors
	
	
	
	

	2
	Professionals
	
	
	
	

	3
	Rent 
	
	
	
	

	4
	Commission 
	
	
	
	

	
	
	
	
	
	

	
	Total 
	
	
	
	


22. In the case of a trading concern, give  quantitative details of principal items of  goods traded              

	S.no 
	Name of item 
	Unit of Measurement 
	Opening Stock
	Purchases during the previous year
	Sales during the previous year
	Closing Stock
	Shortage/excess, if any

	
	
	
	
	
	
	
	


23. In the case of a manufacturing concern, give quantitative details of the principal items of raw materials, finished products and by-products :

           A    Raw Materials:

                 (i)   opening stock;

                 (ii)  Purchases during the previous  year;

                (iii) Consumption during the previous year;

                (iv) sales during the previous year;

                (v) closing stock;

                (vi) yield of finished products;

               (vii) Percentage of yield;

              (viii) Shortage/excess, if any.

B.   Finished products/By-products:

              (i) opening stock

             (ii) purchase during the previous year;

            (iii) quantity manufactured during the previous year;

            (iv) sales during the previous year;

             (v) closing stock;

            (vi) shortage/excess, if any.

24.    Details of tax on distributed profits under section 115O in the following form :-

      (a) total amount of distributed profits;

      (b) total tax paid thereon;

      (c) dates of payment with amounts.

25.        Details of Accounting ratios

	S.No
	Accounting ratios
	Amount 
	Amount 
	Ratio Current Year 
	Ratio Previous Year

	1
	Gross profit/Turnover;


	Gross profit

C/Y       P/Y
	Turnover

C/Y       P/Y
	
	

	2
	Net profit/Turnover
	Net profit

C/Y       P/Y
	Turnover

C/Y       P/Y
	
	

	3
	Stock-in-trade/Turnover
	Stock-in-trade

C/Y       P/Y  
	Turnover

C/Y       P/Y
	
	

	4
	Material consumed/Finished goods produced
	Material consumed

C/Y       P/Y  
	Finished goods produced

C/Y       P/Y  


	
	


26. Please provide following details for current and Preceding year 

	Sl. No.
	Parameters
	Current year
	Preceding Year

	1.
	Paid-up share capital/capital of partner/proprietor
	 
	 

	2.
	Share Application Money/Current Account of Partner or Proprietor, if any,
	 
	 

	3.
	Reserves and Surplus/Profit and Loss Account
	 
	 

	4.
	Secured loans
	 
	 

	5.
	Unsecured loans
	 
	 

	6.
	Current liabilities and provisions
	 
	 

	7.
	Total of Balance Sheet
	 
	 

	8.
	Gross turnover/gross receipts
	 
	 

	9.
	Gross profit
	 
	 

	10.
	Commission received
	 
	 

	11.
	Commission paid
	 
	 

	12.
	Interest received
	 
	 

	13.
	Interest paid
	 
	 

	14.
	Depreciation as per books of account
	 
	 

	15.
	Net Profit (or loss) before tax as per Profit and Loss Account
	 
	 

	16
	Taxes on income paid/provided for in the books
	 
	 


27. In respect of fringe benefits please provide the following information 

	Sl. No.

 
	Section under which chargeable to Fringe Benefit Tax
	Nature of expenditure /payment
	Amount of expenditure incurred or payment made
	Deductions, if any
	Total
	Percentage expenditure/ Payment being fringe benefits
	Value of fringe benefits

	(1)
	(2)
	(3)
	(4)
	(5)
	(6)

(4-5)
	(7)
	(8)

	 
	 
	 
	Debited to the Profit and Loss Account
	Accounted for in the balance sheet
	Reimbur sement
	Any other head
	Total 
	 
	 
	 
	 

	1.
	115WB(1)(b)
	Free or concessional ticket provided by the employer for private journeys of his employees or their family members
	 
	 
	 
	 
	 
	 
	 
	100%
	 

	2.
	115WB(1)(c)
	Any contribution by the employer to any approved Superannuation fund for employees 


	 
	 
	 
	 
	 
	 
	 
	100%
	 

	3.
	115WB(2)(A)
	Entertainment
	 
	 
	 
	 
	 
	 
	 
	20%
	 

 

	4.
	115WB(2)(B)
	Provision of Hospitality of every kind by the employer to any person 


	 
	 
	 
	 
	 
	 
	 
	20%


	 

	5.
	115WB(2)(C)
	Conference 

(other than fee for participation by the employees in any conference


	 
	 
	 
	 
	 
	 
	 
	20%
	 

 

	6.
	115WB(2)(D)
	Sales promotion including publicity


	 
	 
	 
	 
	 
	 
	 
	20%
	 

 

	7.
	115WB(2)(E)
	Employees’ Welfare


	 
	 
	 
	 
	 
	 
	 
	20%
	 

 

	8.
	115WB(2)(F)
	Conveyance, tour and travel 

(including foreign travel)


	 
	 
	 
	 
	 
	 
	 
	20%


	 

	9.
	115WB(2)(G)
	Use of hotel, boarding and lodging facilities
	 
	 
	 
	 
	 
	 
	 
	20%


	 

	10.
	115WB(2)(H)
	Repair, running(including fuel),maintenance of motor cars and the amount of depreciation thereon
	 
	 
	 
	 
	 
	 
	 
	20%


	 

	11.
	115WB(2)(I)
	Repair, running 

(including fuel) and maintenance of aircrafts and the amount of depreciation thereon
	 
	 
	 
	 
	 
	 
	 
	20%


	 

 

	12.
	115WB(2)(J)
	Use of telephone (including mobile phone) other than expenditure on leased telephone lines
	 
	 
	 
	 
	 
	 
	 
	20%
	 

 

	13
	115WB(2)(K)
	Maintenance of any accommodation in the nature of guest house other than accommodation used for training purposes
	 
	 
	 
	 
	 
	 
	 
	20%
	 

 

	14.
	115WB(2)(L)
	Festival celebrations
	 
	 
	 
	 
	 
	 
	 
	50%
	 

 

	15.
	115WB(2)(M)
	Use of health club and similar facilities
	 
	 
	 
	 
	 
	 
	 
	50%
	 

 

	16.
	115WB(2)(N)
	Use of any other club facilities 
	 
	 
	 
	 
	 
	 
	 
	50%
	 

 

	17.
	115WB(2)(O)
	Gifts
	 
	 
	 
	 
	 
	 
	 
	50%
	 

 

	18.
	115WB(2)(P)
	Scholarships
	 
	 
	 
	 
	 
	 
	 
	50%
	 

 

	19.
	115WB(2)(Q)
	Tour and Travel (including foreign travel) 


	 
	 
	 
	 
	 
	 
	 
	5%
	 

 

	20.
	Total
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

 


Thanking you, 

XYZ & Co.
Chartered Accountant

(Signature)

Date : 







           (Name of the Member)

Place : 










                    Designation

Acknowledged on behalf of 

Assessee by..

(Signature)


Name 

Designation (Partner/Director/Member/Proprietor)
Date

3) Communication with previous auditor

BY REGISTERED A.D.

(Letterhead of Chartered accountant)

To PQR & Co

Subject: Communication before accepting audit of ABC Ltd.

The Directors of ABC Ltd. have appointed us for conducting audit of their books of accounts under section 44AB of the Income Tax Act, 1961 for the period ending 31st March… We understand that you were the auditors for the purpose in the preceding year.

We have enquired from the management of ABC Ltd. whether they have communicated our appointment as aforesaid and have been replied to in the affirmative. However, the reasons for the change have not been intimated to us.

We would like to ascertain as to whether there exists any professional or other reason as to why we should not accept the appointment. We shall be obliged if you could communicate the position of the accounts of the client as well alongwith any matter that requires special attention for the purpose of such audit.

Kindly acknowledge receipt.

Your prompt response is awaited.

Thanking You.

XYZ & Co.
Chartered Accountants
…………………………(Signature)

(Name of the   Member)

Date 

Place

Acknowledged on behalf of
PQR & Co. by
……………………..

(Signature)
Name of the Member

Date

4) Specimen Management Representation letter on audit u/s 44AB of Income Tax Act, 1961 to be obtained from the management   

(Letterhead of Assessee)

Date:

M/s. XYZ & Co.

Chartered Accountants

Mumbai

Dear Sir, 

Sub Management representation on tax audit

This representation letter is provided in connection with your audit of accounts for the year ended 31.03.2006. The information required for the audit of accounts under section 44AB of the Income-tax Act, 1961 has been made available to you in order to enable you to verify the same for the purpose of your report thereon. In respect of the audit under section 44AB of Income Tax Act, 1961 for the year ended 31st March, 2006, we certify the following

1. Our full address is ___________

2. Our permanent account number is__________

3. The status as defined under the Income Tax Act-1961 is_______________.

4. There is no change in nature of business in current year as compared to preceding previous year.

5. Following books of accounts as prescribed under section 44AA is maintained by us

1) Cash book 

2) Bank book

3) Ledger 

4) Other books 

6. Our Profit & Loss A/c. does not include profits and gains assessable on presumptive basis under section 44AD, 44AE, 44AF, 44B, 44BB, 44BBA, 44BBB, of the Income-Tax Act, 1961.

7. The method of accounting followed in current year is same as has been consistently followed in the immediately preceding previous year. There was no change in the method of accounting employed vis-à-vis the method employed in the immediately preceding previous year.

8. There is no amount credited to profit and loss account for  

a) The proforma credits, drawbacks, refund of duty of customs or excise or service tax, or refund of sales tax or value added tax where such credits, drawbacks or refunds are admitted as due by the authorities concerned

b)  Escalation claims accepted during the previous year

c)  Any other item of income

d)  Capital receipt

9. Depreciation is accounted at the head office 

10. Details of sum received from employees towards contributions to any provident fund or superannuation fund or any other fund mentioned in section 2(24)(x) which is not paid within due dates to concerned authorities under section 36(1)(va) are as follows 

.

	S.No 
	Name of the fund 
	Amount received 
	Due date for payment 
	Actual date of Payment 


11. No payments are made to persons specified under section 40A(2)(b).

12. There is no amount of profit chargeable to tax u/s. 41 

13. No tax, duty or other sum as referred to u/s. 43B has been provided as at the year end

14. No expenditure/ income of an earlier year has been debited/ credited to the Profit & Loss Account 

15. No loans or deposits of Rs.20,000 or more have been repaid in cash The details of loans or deposits of Rs. 20,000 or more given in the said statement of particulars is true and correct.

16. The details of deduction under Chapter VI-A of Income Tax Act are as follows 

	S.No 
	Section 
	Nature of deduction 
	Amount Claimed 
	Maximum Limit of deduction if any 

	
	
	
	
	


17. Details of delay in payment of tax deducted at source to the credit of the Central Government are given in the statement of particulars. Apart from that, there is no other delay in payment of Tax Deducted at Source.

18. Details of Fringe benefits tax  are provided as an annexure to this representation 

Yours faithfully,

For & on behalf of ___________

Partner/Director/Member/Proprietor   

Date 

Place

5) FORM NO. 3CA

Audit report under section 44AB of the Income-tax Act, 1961, in a case where the accounts of the business or profession of a person have been audited under any other law

FORM NO. 3CA

[See rule 6G (1)(a)]
*I/we report that the statutory audit of [mention name and address of the assessee with permanent account number] was conducted by *me/us/M/s. in pursuance of the provisions of the Act, and *I/we annex hereto a copy of *my/our/their audit report dated along with a copy each of:-

(a) The audited *profit and loss account/income and expenditure account for the year ended on 31st March,

(b) The audited balance sheet as at 31st March, ; and

I Documents declared by the said Act to be part of, or annexed to, the *profit and loss account/ income and expenditure account and balance sheet.

2. The statement of particulars required to be furnished under section 44AB is annexed herewith in Form No. 3CD.

3. In *my/our opinion and to the best of *my/our information and according to explanations given to *me/us, the particulars given in the said Form No. 3 CD are true and correct.

**Signed

Name:

Address:

Place:

Date:

Notes:

1. *Delete whichever is not applicable.

2. **This report has to be signed by –

(i) A chartered accountant within the meaning of the Chartered Accountants Act, 1949 (38 of

1949); or

(ii) Any person who, in relation to any State, is, by virtue of the provisions of sub-section (2) of

Section 226 of the Companies Act, 1956 (1 of 1956), entitled to be appointed to act as an auditor of companies registered in that State; or

(iii) Any person who is, by virtue of any other law, entitled to audit the accounts of the assessee for the relevant previous year.

3. Where any of the requirements in this Form is answered in the negative or with qualification, give reasons Therefore.

4. the person who signs this audit report, shall indicate reference of his membership number/certificate of practice number/authority under which he is entitled to sign this report.

6) FORM NO. 3CB

Audit report under section 44AB of the Income-tax Act, 1961, in the case of a person referred to in clause (b) of sub-rule (1) of rule 6G

FORM NO. 3CB

[See rule 6G (1)(b)]

*I/we have examined the balance sheet as at 31st March, and the *profit and loss account/income and expenditure account for the year ended on that date, attached herewith, of [mention name and address of the assessee with permanent account number]

2. *I/we certify that the balance sheet and the *profit and loss account/income and expenditure account are in agreement with the books of account maintained at the head office at and ** branches.

3. (a) *I/we report the following observations/comments/discrepancies/inconsistencies; if any:

(b) Subject to above-

(A) *I/We have obtained all the information and explanations which, to the best of *my/our knowledge and belief, were necessary for the purposes of the audit.

(B) In *my/our opinion, proper books of account have been kept by the head office and branches of the assessee so far as appears from *my/our examination of the books.

(C) In *my/our opinion and to the best of *my/our information and according to the explanations given to *me/us, the said accounts, read with notes thereon, if any, give a true and fair view:-

(i) In the case of the balance sheet, of the state of the affairs of the assessee as at 31st

March, , and

(ii) In the case of the *profit and loss account/income and expenditure account, of the *profit/loss or *surplus/deficit of the assessee for the year ended on that date.

4. The statement of particulars required to be furnished under section 44AB is annexed herewith in Form No. 3CD. In *my/our opinion and to the best of *my/our information and according to explanations given to *me/us, the particulars given in the said Form No. 3CD are true and correct.

***Signed

Name:

Address:

Place:

Date:

Notes:

1. *Delete whichever is not applicable.

2. **Mention the total number of branches.

3. *** This report has to be signed by -

(i) A Chartered Accountant within the meaning of the Chartered Accountants Act, 1949

(38 of 1949); or

(ii) Any person who, in relation to any State, is, by virtue of the provisions of sub-section

(2) Of section 226 of the Companies Act, 1956 (1 of 1956), entitled to be appointed to act as an auditor of companies registered in that State.

4. The person, who signs this audit report, shall indicate reference of his membership number/ certificate of practice number/authority under which he is entitled to sign this report.

7)  (New Form 3CD as amended by Notification no. 208/2006, dated 10-8-2006. Changes made by this notification are highlighted.)

FORM NO. 3CD

[See rule 6 G (2)]

Statement of particulars required to be furnished under section 44AB of the Income-tax Act, 1961

PART - A

	1. Name of the assessee


	

	2. Address


	

	3. Permanent Account Number


	

	4.   Status


	

	5.   Previous year ended
	31st March



	1. Assessment year


	


PART - B

	7.  (a)   If firm or Association of Persons, indicate      

            names of partners/members and their, profit               

            sharing ratios.

(b) If there is any change in the partners or members or in their profit sharing ratio since the last date of the preceding year, the particulars of such change

	

	8.  (a)  Nature of business or profession (if more than one business or profession is carried on during the previous year, nature of every business or profession)
     (b)  If there is any change in the nature of business     

           or profession, the particulars of such change.


	

	9.  (a)  Whether boos of account are prescribed under

           section 44AA, if yes, list of books so 

           prescribed.

     (b)  Books of account maintained.

           (In case books of account are maintained in a

           computer system, mention the books of     

           account generated by such computer system.)

      (c)  List of books of account examined.


	


	10. Whether the profit and loss account includes any      

Profits and gains assessable on presumptive basis, if yes, indicate the amount and the relevant section (44AD, 44AE, 44AF, 44B, 44BB, 44BBA, 44BBB or any other relevant section.)


	

	11. (a)   Method of accounting employed in the        

              previous year

       (b)   Whether there had been any change in the

              method of accounting employed vis-a-vis the

              method employed in the immediately    

              preceding previous year.

       (c)   If answer to (b) above is in the affirmative,   

  give details of such change, and the effect      

  thereof on the profit or loss.

       (d)  Details of deviation, if any, in the method of

             accounting employed in the previous year   

             from accounting standards prescribed under    

             section 145 and the effect thereof on the profit        

             or loss.


	

	12. (a)  Method of valuation of closing stock employed    

             in the previous year.

       (b)  Details of deviation, if any, from the method of

             valuation prescribed under section 145A, and   

             the effect thereof on the profit or loss.


	

	12A Give the following particulars of the capital asset converted into stock-in-trade: -
(a) Description of capital asset,
(b) Date of acquisition;
(c) Cost of acquisition;
(d) Amount at which the asset is converted into stock-in-trade.

	

	13. Amounts not credited to the profit and loss   

      account, being, -

      (a)  the items falling within the scope of section 28;

      (b)  the proforma credits, drawbacks, refund of duty of customs or excise or service tax, or refund of sales tax or value added tax where such credits, drawbacks or refunds   

            are admitted as due by the authorities   

            concerned;

      (c)  escalation claims accepted during the previous

            year;

      (d)  any other item of income;

      (e)  capital receipt, if any.


	

	14. Particulars of depreciation allowable as per the    

       Income-tax Act, 1961 in respect of each asset or   

       block of assets, as the case may be, in the    

       following form :-

      (a) Description of asset/block of assets.

      (b) Rate of depreciation.


	

	      (c)  Actual cost of written down value, as the case

             may be.

      (d)  Additions/deductions during the year with   

       dates; in the case of any addition of an asset,    

       date put to use; including adjustments on   

       account of

           i)   Modified Value Added Tax credit claimed

                and allowed under the Central Excise

                rules, 1944, in respect of assets acquired

                on or after 1st March, 1994,

          ii)  change in rate of exchange of currency, and

         iii)  subsidy or grant or reimbursement, by

               whatever name called.

      (e)  Depreciation allowable.

      (f)   Written down value at the end of the year


	

	15.  Amounts admissible under sections -

(a) 33AB

(b) 33ABA

(c) 33AC (wherever applicable)

(d) 35

(e) 35ABB

(f) 35AC

(g) 35CCA

(h) 35CCB

(i) 35D

(j) 35DD

(k) 35DDA

(l) 35E”

      (a)  debited to the profit and loss account (showing

            the amount debited and deduction allowable

            under each section separately);

      (b)  not debited to the profit and loss account


	

	16. (a)  Any sum paid to an employee as bonus or

            commission for services rendered, where such

            sum was otherwise payable to him as profits or

            dividend. [Section 36(1)(ii)]

      (b)  Any sum received from employees towards

            contributions to any provident fund or

            superannuation fund or any other fund   

            mentioned in section 2(24)(x); and due date for 

            payment and the actual date of payment to the   

            concerned authoritise under section 36(1) (va).


	

	17. Amounts debited to the profit and loss account,    

     being :-

     (a)  expenditure of capital nature;

     (b)  expenditure of personal nature;

     (c)  expenditure on advertisement in any souvenir,

           brochure, tract, pamphlet or the like, published    

           by a political party;
	

	    (d)  expenditure incurred at clubs, -

          (i)   as entrace fees and subscriptions.

          (ii)  as cost for club services and facilities

                used.

    (e)  (i)  expenditure by way of penalty or fine for

                violation of any law for the time being in

                force;

          (ii)  any other penalty or fine :

          (iii)  expenditure incurred for any purpose which

                 is an offence or which is prohibited by law;

    (f)  amounts inadmissible under section 40(a);

    (g)  interest, salary, bonus, commission or

          remuneration inadmissible under section

          40(b)/40(ba) and computation thereof;

    (h)  (A) whether a certificate has been obtained from the assessee regarding payments relating to any expenditure covered under section 40A(3) that the payments were made by account payee cheques drawn on a bank or account payee bank draft, as the case may be,     [Yes/No]

(B) amount inadmissible under section 40A(3), read with rule 6DD [with break-up of inadmissible amounts]
     (i)  provision for payment of gratuity not allowable

          under section 40A(7);

(j) any sum paid by the assessee as an employer   

not allowable under section 40A(9);

(k) particulars of any liability of a contingent    

      nature.

(l)  amount of deduction inadmissible in terms of section 14A in respect of the expenditure incurred in relation to income which does not form part of the total income,
(m) amount inadmissible under the proviso to section 36(1)(iii)

	

	18. Particulars of payments made to persons specified

      under section 40A(2)(b).


	

	19. Amounts deemed to be profits and gains under          

      section 33AB or 33ABA or 33AC.


	

	20. Any amount of profit chargeable to tax under 

     section 41 and computation thereof.
	

	21. *(i)  In respect of any sum referred to in clause (a),(b), (c), (d), (e) or (f) of section 43B, the liability for    

            which;

         (A)   pre-existed on the first day of the previous

                 year but was not allowed in the assessment

                 of any preceding previous year and was

                 (a) paid during the previous year;

                 (b) not paid during the previous year;


	

	         (B)   was incurred in the previous year and was

                 (a)   paid on or before the due date for

                        furnishing the return of income of the

                        previous year under section 139(1);

                 (b)  not paid on or before the aforesaid 

                       date.

*  State whether sales tax, customs duty, excise duty    

or any other indirect tax, levy, cess, impost etc. is passed through the profit and loss account.


	

	22.  (a)   Amount of Modified Value Addred Tax credits

              availed of or utilised during the previous year   

              and its treatment in the profit and loss   

              account and treatment of outstanding   

              Modified Value Added Tax credits in the     

              accounts.


	


	
        (b)  Particulars of income or expenditure of prior

              period credited or debited to the profit and   

              loss account.


	

	23.    Details of any amount borrowed on hundi or any

         amount due thereon (including interest on the   

         amount borrowed) repaid, otherwise than   

         through an account payee cheque. [Section 69D]


	

	
	

	24. *(a)    Particulars of each loan or deposit in an     

               amount exceeding the limit specified in    

               section 269SS taken or accepted during the    

               previous year :-

         (i)  name, address and permanent account    

     number (if available with the assessee) of   

     the lender or depositor;

               (ii)  amount of loan or deposit taken or       

                     accepted;

               (iii)  whether the loan or deposit was squared  

                 up during the previous year;

           (iv)  maximum amount outstanding in the            

                 account at any time during the previous       

                 year;

                (v) whether the loan or deposit was taken or

                     accepted otherwise than by an account

                     payee cheque or an account payee bank

                     draft.

      *(These particulars needs not be given in the case   

      of a Government company, a banking company or  

      a corporation established by a Central, State or    

      Provincial  Act.)

(b) Particulars of each repayment of loan or deposit in an amount exceeding the limit specified in section 269T made during the previous year :-

(i) name, address and permanent account            

number (if available with the assessee) of the payee;

          (ii)        amount of the repayment;

          (iii)       maximum amounts outstanding in the

                      account at any time during the previous

                      year;

          (iv)       whether the repayment was made

                      otherwise than by account payee    

                      cheque or account payee bank draft.

(c) Whether a certificate has been obtained from the assessee regarding taking or accepting loan or deposit, or repayment of the same through an account payee cheque or an account payee bank draft.      [Yes/No]
The particulars (i) to (iv) at (b) and the Certificate at (c) above need not be given in the case of a repayment of any loan or deposit taken or accepted from Government, Government company, banking company or a corporation established by a Central, State or Provincial Act

	

	  
25.(a)  Details of brought forward loss or depreciation allowance, in the following manner, to the

      extent available :

      Serial         Assessment     Nature of loss/        Amount               Amounts as        Remarks

      Number          Year             allowance (jn       as returned (in     assessed (give

                                                   rupees)               rupees)               reference to

                                                                                                       relevant order)



	(b) whether a change in shareholding of the company has taken place in the previous year due to which the losses incurred prior to the previous year cannot be allowed to be carried forward in terms of section 79.
	

	26. Section-wise details of deductions, if any,    

       Admissible under Chapter VIA.
	

	27. (a) Whether the assessee has complied with the provisions of Chapter XVII-B regarding deduction of tax at source and regarding the payment thereof to the credit of the Central Government.                                   [Yes/No]
(b) If the provisions of Chapter XVII-B have not been complied with,

please give the following details*, namely:-
	Amount

	(i)
	Tax deductible and not deducted at all
	………..

	(ii)
	shortfall on account of lesser deduction than required to be deducted
	………..

	(iii)
	tax deducted late
	………….

	(iv)
	tax deducted but not paid to the credit of the Central Government
	………….

	“Please give the details of cases covered in (i) to (iv) above.”
	

	28. (a)   In the case of a trading concern, give                  

             quantitative details of principal items of goods   

             traded :

            (i)   Opening Stock;

           (ii)   Purchases during the previous year;

          (iii)   Sales during the previous year;

   (iv)   Closing Stock;

          (v)   Shortage/excess, if any

   (b)    In the case of a manufacturing concern, give

           quantitative details of the principal items of raw

           materials, finished products and by-products :

           A    Raw Materials :

                 (i)   opening stock;

                 (ii)  Purchases during the previous

                       year;

                (iii)  Consumption during the previous

                       year;

                (iv)  sales during the previous year;

                (v)  closing stock;

                (vi)* yield of finished products;

               (vii)* Percentage of yield;

              (viii)* Shortage/excess, if any.

        B.   Finished products/By-products :

              (i)  opening stock;

             (ii)  purchase during the previous year;

            (iii)  quantity manufactured during the

                   previous year;

            (iv)  sales during the previous year;

             (v)  closing stock;

            (vi)  shortage/excess, if any.

*Information may be given to the extent available.

	

	29. In the case of a domestic company, details of tax       on distributed profits under section 115O in the following form :-

      (a) total amount of distributed profits;

      (b) total tax paid thereon;

      (c) dates of payment with amounts.


	


	30. Whether any cost audit was carried out, if yes,        

       enclose a copy of the report of such audit [See   

        section 139(9)].


	

	31. Whether any audit was conducted under the      

Central Excise Act, 1944, if yes, enclose a copy of the report of such audit.


	

	32.  Accounting ratios with calculations as follows :-

       (a)  Gross profit/Turnover;

       (b)  Net profit/Turnover;

       (c)  Stock-in-trade/Turnover;

       (d)  Material consumed/Finished goods produced.


	

	Place:

Date:

                                                                                                              **Signed


Name:


Address:



	Notes:

1. The Annexure to this Form must be filled up failing which the Form will be considered as incomplete. 

2. This Form and the Annexure have to be signed by the person competent to sign Form No. 3CA or Form No. 3CB as the case may be. 


Annexure I
PART A
1. Name of the assessee : 

2. Address :

3. Permanent Account Number : 

4. Status : 

5. Previous year ended : 31st March

6. Assessment year : 

PART B
	Nature of business or profession in respect of every business or profession carried on during the previous year
	CODE
	 
	 
	 
	 


 

	Sl. No.
	Parameters
	Current year
	Preceding Year

	1.
	Paid-up share capital/capital of partner/proprietor
	 
	 

	2.
	Share Application Money/Current Account of Partner or Proprietor, if any,
	 
	 

	3.
	Reserves and Surplus/Profit and Loss Account
	 
	 

	4.
	Secured loans
	 
	 

	5.
	Unsecured loans
	 
	 

	6.
	Current liabilities and provisions
	 
	 

	7.
	Total of Balance Sheet
	 
	 

	8.
	Gross turnover/gross receipts
	 
	 

	9.
	Gross profit
	 
	 

	10.
	Commission received
	 
	 

	11.
	Commission paid
	 
	 

	12.
	Interest received
	 
	 

	13.
	Interest paid
	 
	 

	14.
	Depreciation as per books of account
	 
	 

	15.
	Net Profit (or loss) before tax as per Profit and Loss Account
	 
	 

	16
	Taxes on income paid/provided for in the books
	 
	 


....................
Signed

Place : ..................
Date : ..................

Note : Please enter the relevant code pertaining to the main are of your business activity.

The codes are as follows :

	Sector
	Sub-Sector
	Code

	(1) Manufacturing Industry
	Agro-based industries
	0101

	
	Automobile and Auto parts
	0102

	
	Cement
	0103

	
	Diamond cutting
	0104

	
	Drugs and Pharmaceuticals
	0105

	
	Electronics including Computer Hardware
	0106

	
	engineering Goods
	0107

	
	Fertilizers, Chemicals, Paints
	0108

	
	Four & Rice Mills
	0109

	
	Food Processing units 
	0110

	
	Marble & Granite
	0111

	
	Paper
	0112

	
	Petroleum and Petrochemicals
	0113

	
	Power and energy
	0114

	
	Printing & publishing
	0115

	
	Rubber
	0116

	
	Steel
	0117

	
	Sugar
	0118

	
	Tea, Coffee
	0119

	
	Textiles, Handloom, Power looms
	0120

	
	Tobacco
	0121

	
	Tyre
	0122

	
	Vanasapati & Edible Oils
	0123

	
	Others
	0124

	(2) Trading
	Chain stores
	0201

	
	Retailers
	0202

	
	Wholesalers
	0203

	
	Others
	0204

	(3) Commission Agents
	General Commission Agents
	0301


	(4) Builders
	Builders
	0401

	
	Estate agents
	0402

	
	Property Developers
	0403

	
	Others
	0404

	(5) Contractors
	Civil contractors
	0501

	
	Excise Contractors
	0502

	
	Forest Contractors
	0503

	
	Mining Contractors
	0504

	
	Others
	0505

	(6) Professionals
	Chartered Accountants, Auditors, etc.
	0601

	
	Fashion designers
	0602

	
	Legal Professionals
	0603

	
	Medical professionals
	0604

	
	Nursing Homes
	0605

	
	Specialty hospitals
	0606

	
	Others
	0607

	(7) Service Sector
	Advertisement agencies
	0701

	
	Beauty Parlours
	0702

	
	Consultancy Services
	0703

	
	Courier Agencies
	0704

	
	Computer Training/Educational and Coaching institutes
	0705

	
	Forex Dealers
	0706

	
	Hospitality services
	0707

	
	Hotels
	0708

	
	I.T. enabled services, BPO service provides
	0709

	
	Software development agencies
	0711

	
	Transporters
	0712

	
	Travel agents, tour operators
	0713

	
	Others
	0714

	(8) Financial Service Sector
	Banking Companies
	0801

	
	Chit Funds
	0802

	
	Financial Institutions
	0803

	
	Financial service providers
	0804

	
	Leasing Companies
	0805

	
	Money Lenders
	0806

	
	Non Banking Finance Companies
	0807

	
	Share Brokers, sub-brokers, etc.
	0808

	
	Others
	0809

	(9) Entertainment Industry
	Cable T.V. productions
	0901

	
	Film distribution
	0902

	
	Film laboratories
	0903

	
	Motion Picture producers
	0904

	
	Television Channels
	0905

	
	Others
	0906


Annexure - II

VALUE OF FRINGE BENEFITS IN TERMS OF SECTION 115WC READ WITH SECTION 115WB FOR THE ASSESSMENT YEAR 

	Sl. No.
 
	Section under which chargeable to Fringe Benefit Tax
	Nature of expenditure /payment
	Amount of expenditure incurred or payment made
	Deductions, if any
	Total
	Percentage expenditure/ Payment being fringe benefits
	Value of fringe benefits

	(1)
	(2)
	(3)
	(4)
	(5)
	(6)
(4-5)
	(7)
	(8)

	 
	 
	 
	Debited to the Profit and Loss Account
	Accounted for in the balance sheet
	Reimbur sement
	Any other head
	Total 
	 
	 
	 
	 

	1.
	115WB(1)(b)
	Free or concessional ticket provided by the employer for private journeys of his employees or their family members
	 
	 
	 
	 
	 
	 
	 
	100%
	 

	2.
	115WB(1)(c)
	Any contribution by the employer to any approved Superannuation fund for employees 

(see Note 1) 
	 
	 
	 
	 
	 
	 
	 
	100%
	 

	3.
	115WB(2)(A)
	Entertainment
	 
	 
	 
	 
	 
	 
	 
	20%
	 

 

	4.
	115WB(2)(B)
	Provision of Hospitality of every kind by the employer to any person 

(see Note 2)
	 
	 
	 
	 
	 
	 
	 
	20%

(see Note 3)
	 

	5.
	115WB(2)(C)
	Conference 

(other than fee for participation by the employees in any conference

(see Note 4)
	 
	 
	 
	 
	 
	 
	 
	20%
	 

 

	6.
	115WB(2)(D)
	Sales promotion including publicity

(see Note 5)
	 
	 
	 
	 
	 
	 
	 
	20%
	 

 

	7.
	115WB(2)(E)
	Employees’ Welfare

(see Note 6)
	 
	 
	 
	 
	 
	 
	 
	20%
	 

 

	8.
	115WB(2)(F)
	Conveyance, tour and travel 

(including foreign travel)

(see Note 7)
	 
	 
	 
	 
	 
	 
	 
	20%

(see Note 8)
	 

	9.
	115WB(2)(G)
	Use of hotel, boarding and lodging facilities
	 
	 
	 
	 
	 
	 
	 
	20%

(see Note 9)
	 

	10.
	115WB(2)(H)
	Repair, running 

(including fuel),

maintenance of motor cars and the amount of depreciation thereon
	 
	 
	 
	 
	 
	 
	 
	20%

(see Note 10)
	 

	11.
	115WB(2)(I)
	Repair, running 

(including fuel) and maintenance of aircrafts and the amount of depreciation thereon
	 
	 
	 
	 
	 
	 
	 
	20%

(see Note 11)
	 

 

	12.
	115WB(2)(J)
	Use of telephone (including mobile phone)

other than expenditure on leased telephone lines
	 
	 
	 
	 
	 
	 
	 
	20%
	 

 

	13
	115WB(2)(K)
	Maintenance of any accommodation in the nature of guest house other than accommodation used for training purposes
	 
	 
	 
	 
	 
	 
	 
	20%
	 

 

	14.
	115WB(2)(L)
	Festival celebrations
	 
	 
	 
	 
	 
	 
	 
	50%
	 

 

	15.
	115WB(2)(M)
	Use of health club and similar facilities
	 
	 
	 
	 
	 
	 
	 
	50%
	 

 

	16.
	115WB(2)(N)
	Use of any other club facilities 
	 
	 
	 
	 
	 
	 
	 
	50%
	 

 

	17.
	115WB(2)(O)
	Gifts
	 
	 
	 
	 
	 
	 
	 
	50%
	 

 

	18.
	115WB(2)(P)
	Scholarships
	 
	 
	 
	 
	 
	 
	 
	50%
	 

 

	19.
	115WB(2)(Q)
	Tour and Travel (including foreign travel) 

(see Note 12)
	 
	 
	 
	 
	 
	 
	 
	5%
	 

 

	20.
	Total
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

 


 

 Notes :
1. For assessment year 2007-08 and subsequent assessment years, the value of fringe benefits in respect of contribution by the employer to an approved superannuation fund shall be the amount of contribution which exceeds one lakh rupees in respect of each employee.
2  Expenditure on hospitality does not include the following:-
(i) any expenditure on, or payment for, food or beverage provided by the employer to his employees in office or factory;

(ii) any expenditure on, or payment through paid vouchers which are not transferable and usable only at eating joints or outlets.

3. In the case of an employer engaged in the business of hotel 5% shall be substituted for 20%. In addition to this, in the case of an employer engaged in the business of carriage of passengers or goods by aircraft or by ship 5% shall be substituted for 20% for assessment year 2007-08 and subsequent assessment years.
4. For the purposes of this clause, any expenditure on conveyance, tour and travel (including foreign travel), on hotel or boarding and lodging in connection with any conference shall be deemed to be expenditure incurred for the purposes of conference.
5. The following expenditure on advertisement shall not be considered as expenditure on sales promotion including publicity -
(i) the expenditure (including rental) on advertisement of any form in any print (including journals, catalogues or price lists) or electronic media or transport system,
(ii) the expenditure on the holding of, or the participation in any press conference or business convention, fair or exhibition, 
(iii) the expenditure on sponsorship of any sport event or any other event organized by any Government agency or trade association or body,
(iv) the expenditure on the publication in any print or electronic media of any notice required to be published by or under any law or by an order of a court or Tribunal,
(v) the expenditure on advertisement by way of signs, art work, painting, banners, awnings, direct mail, electric spectaculars, kiosks, hoardings, bill boards or by way of such other medium of advertisement, 
(vi) the expenditure by way of payment of any advertising agency for the purposes of clauses (i) to (v) above.
(vii) the expenditure on distribution of free samples of medicines or of medical equipment, to doctors (not to be considered as expenditure on sales promotion, including publicity for assessment year 2007-08 and subsequent assessment years).
(viii) the expenditure by way of payment to any person of repute for promoting the sale of goods or services of the business of the employer (not to be considered as expenditure on sales promotion, including publicity for assessment year 2007-08 and subsequent assessment years).
6. For the purposes of this clause, any expenditure incurred or payment made to fulfil any statutory obligation or mitigate occupational hazards or provide first aid facilities in the hospital or dispensary run by the employer shall not be considered as expenditure for employees’ welfare
7. For assessment year 2007-08 and subsequent assessment years, clause (F) of sub-section (2) of section 115WB refers to expense on ‘conveyance’.
8. In the case of an employer engaged in the business of construction, or in the business of manufacture or production of pharmaceuticals or computer software, 5% shall be substituted for 20%.
9. In the case of an employer engaged in the business of manufacture or production of pharmaceuticals or computer software, 5% shall be substituted for 20%. Besides, in the case of an employer engaged in the business of carriage of passengers or goods by aircraft or by ship 5% shall be substituted for assessment year 2007-08 and subsequent assessment years.
10. In the case of an employer engaged in the business of carriage of passengers or goods by motor car, 5% shall be substituted for 20%.
11. In the case of an employer engaged in the business of carriage of passengers or goods by aircraft, ‘Nil’ shall be substituted for 20%.
12. This clause is applicable for assessment year 2007-08 and subsequent assessment years”.
9.3 DOCUMENTATION FOR FINANCIAL REVIEW
1) Specimen Engagement Letter for a Review of Financial Statements

The following letter is for use as a guide in conjunction with the consideration outlined in paragraph 10 of this AAS and will need to be varied according to individual requirements and circumstances.

To the Board of Directors (or the appropriate representative of senior management):

This is with reference to your letter dated_______, appointing us to review the financial statements for the period ended_______.

This letter is to confirm our understanding of the terms and objectives of our engagement and the nature and limitations of the services we will provide.

We will perform the following services:

We will review the balance sheet of ABC Company as of March 31, 20XX, and the related statement of profit and loss and cash flows for the year then ended, in accordance with the Auditing and Assurance Standard (AAS) 33, Engagements to Review Financial Statements issued by the Institute of Chartered Accountants of India. We will not perform an audit of such financial statements and, accordingly, we will not express an audit opinion on them. Accordingly, we are expected to provide a negative assurance on the financial statements reviewed by us. 

Responsibility for the financial statements, including adequate disclosure, is that of the management of the company. This includes the maintenance of adequate accounting records and internal controls and the selection and application of accounting policies. As part of our review process, we will request written representations from management concerning assertions made in connection with the review.

This letter will be effective for future years unless it is terminated, amended or superseded (applicable only in a continuing engagement).

Our engagement cannot be relied upon to disclose whether fraud or errors, or violation of laws and regulations exist. However, we will inform you of any material matters that come to our attention.

We also wish to invite your attention to the fact that our audit process is subject to ‘peer review’ under the Chartered Accountants Act, 1949.  The reviewer may examine our working papers during the course of the peer review.

Please sign and return the attached copy of this letter to indicate that it is in accordance with your understanding of the arrangements for our review of the financial statements.
XYZ & Co. Chartered Accountants ………………………… (Signature) (Name of the Member) (Designation)
Acknowledged on behalf of ABC Company by …………………….. (Signature) Name and Designation Date

2) Illustrative Detailed Procedures that may be performed in an Engagement to Review Financial Statements

1.
The inquiry and analytical review procedures carried out in a review of financial statements are determined by the auditor’s judgment. When the auditor performs the inquiry and analytical review procedures, the auditor should use his professional judgement and experience in evaluating the results of such procedures and their effect on the review report and other procedures to be performed in connection with the review engagement.  The procedures listed below are for illustrative purposes only. It is not intended that all the procedures suggested apply to every review engagement. This Appendix is not intended to serve as a program or checklist in the conduct of a review.

General

2.
Discuss terms and scope of the engagement with the client and the engagement team.

3.
Prepare an engagement letter setting forth the terms and scope of the engagement.

4.
Obtain an understanding of the entity’s business activities and the system for recording financial information and preparing financial statements.

5.
Inquire whether all financial information is recorded:

(a)
Completely;

(b)
Promptly; and

(c)
After the necessary authorisation.

6.
Obtain the trial balance and verify whether it agrees with the general ledger and the financial statements.

7.
Consider the results of previous audits and review engagements, including accounting adjustments made.

8.
Inquire whether there have been any significant changes in the entity from the previous year (e.g., changes in ownership or changes in capital structure).

9.
Inquire about the accounting policies and consider whether:

(a)
They comply with accounting standards;

(b)
They have been applied appropriately; and

(c)
They have been applied consistently and, if not, consider whether disclosure has been made of any changes in the accounting policies.

10.
Read the minutes of meetings of shareholders, the board of directors and other appropriate committees in order to identify matters that could be important to the review.

11.
Inquire if actions taken at shareholder, board of directors or comparable meetings that affect the financial statements have been appropriately reflected therein.

12.
Inquire about the existence of transactions with related parties, how such transactions have been accounted for and whether related parties have been properly disclosed.

13.
Inquire about contingencies and commitments.

14.
Inquire about plans to dispose off major assets or business segments.

15.
Obtain the financial statements and discuss them with management.

16.
Consider the adequacy of disclosures in the financial statements and their suitability as to classification and presentation.

17.
Compare the results shown in the current period financial statements with those shown in financial statements for comparable prior periods and, if available, with budgets and forecasts.

18.
Obtain explanations from management for any unusual fluctuations or inconsistencies in the financial statements.

19.
Consider the effect of any unadjusted errors—individually and in aggregate. Bring the errors to the attention of management and determine how the unadjusted errors will influence the report on the review.

20.
Consider obtaining a representation letter from management.

Analytical Procedures and Inquiry

21.
Obtain interim financial information and make the following comparisons for individual items appearing in the financial statements:

¨         Current period to budgets and forecasts

¨         Current period to immediately preceding period

¨         Current period to same period in preceding year

¨         Current year-to-date to preceding year-to-date

¨         Current period to last audited period, wherever appropriate  

22.
Inquire about significant changes since the last audited balance sheet in various items such as:

¨         Capital and reserves

¨         Loans

¨         Current liabilities and provisions

¨         Fixed assets

¨         Investments

¨         Inventories

¨         Current assets

¨         Loans and advances

¨         Deferred revenue expenditure, etc.

23.
Obtain or calculate selected ratios on a comparative basis.  These ratios could be:

¨         Current 

¨         Quick 

¨         Debtors turnover 

¨         Inventory turnover 

¨         Depreciation to fixed assets

¨         Debt to equity 

¨         Gross profit 

¨         Net profit 

¨         Input output 

24.
Inquire about the relationship between related items in the statement of profit and loss as well as the quantitative data relating to production, purchases, sales, etc. and assess the reasonableness thereof, in the context of similar relationships for prior periods and other information available to the auditor.

25.
In respect of comparison made in 21 through 24 above, obtain reasons for significant variances and discuss with management.

Cash and Bank

26.
Obtain the bank reconciliation statement. Inquire about any old or unusual reconciling items with client personnel.

27.
Inquire about transfers between cash accounts for the period before and after the review date.

28.
Inquire whether there are any restrictions on cash accounts.

Receivables

29.
Inquire about the accounting policies for initial recording of trade receivables and determine whether any allowances or discounts are given on such transactions.

30.
Obtain a schedule of receivables and verify whether the total agrees with the trial balance.

31.
Obtain and consider explanations of significant variations in account balances from previous periods or from those anticipated. 

32.
Obtain an aged analysis of the trade receivables. Inquire about the reason for unusually large accounts, credit balances on accounts or any other unusual balances and inquire about the collectibility of receivables.

33.
Discuss with management the classification of receivables, including net credit balances and amounts due from directors and other related parties in the financial statements.

34.
Inquire about the method for identifying “slow payment” accounts and setting allowances for doubtful accounts and consider it for reasonableness.

35.
Inquire whether receivables have been pledged, factored or discounted.

36.
Inquire about procedures applied to ensure that a proper cut-off of sales transactions and sales returns has been achieved.

37.
Inquire whether receivables attributable to goods sent on consignment account have not been included in sales and such goods have been included in inventories. 

38.
Inquire whether any large credits relating to revenue recorded have been issued after the balance sheet date and whether provision has been made for such amounts.

Inventories

39.
Obtain the inventory list and verify that the total agrees with the balance in the trial balance or other relevant records.

40.
Inquire the procedures followed for recording inventory and determine the necessity of physical count of inventory.  For example, a physical count may not be carried out, in case 

¨         A perpetual inventory system is used and periodic comparisons are made with actual quantities on hand.

¨         An integrated cost system is used and it has produced reliable information in the past.

41.
In case of physical count, inquire about the method for counting inventory and agree the inventory list with the physical count.

42.
Discuss adjustments made resulting from the last physical inventory count.

43.
Inquire about procedures applied to control cut-off and any inventory movements at the end of the period.

44.
Inquire about the basis used in valuing each category of the inventory and, in particular, regarding the elimination of inter-branch profits. Inquire whether inventory is valued at the lower of cost and net realisable value.

45.
Consider the consistency with which inventory valuation methods have been applied.

46.
Compare amounts of major inventory categories with those of prior periods and with those anticipated for the current period.  Inquire about major fluctuations and differences.

47.
Inquire about the method used for identifying slow moving and obsolete inventory and whether such inventory has been accounted for at net realisable value.

48.
Inquire whether any inventory has been consigned to the entity and, if so, whether adjustments have been made to exclude such goods from inventory.

49.
Inquire whether any inventory is pledged, stored at other locations or on consignment to others and consider whether such transactions have been accounted for appropriately.

Investments 

50.
Obtain a schedule of the investments at the balance sheet date and verify whether it agrees with the trial balance.

51.
Inquire about the accounting policy applied to investments.

52.
Inquire about the classification of long-term and current investments.

53.
Consider whether there has been proper accounting for gains and losses and investment income.

54.
Inquire from management about the carrying values of investments. Consider whether there is any permanent diminution in value thereof.

Fixed Assets and Depreciation

55.
Obtain a schedule of the fixed assets indicating the cost and accumulated depreciation and verify whether it agrees with the trial balance.

56.
Inquire about the accounting policy applied regarding the provision for depreciation and distinguishing between capital and maintenance items.

57.
Discuss with management the additions and deletions to fixed assets accounts and accounting for gains and losses on sales or retirements. Inquire whether all such transactions have been accounted for.

58.
Inquire about the consistency with which the depreciation method and rates have been applied and compare depreciation provisions with prior years.

59.
Obtain schedule of repairs and maintenance and inquire about significant amounts.

60.
Consider whether the fixed assets have suffered a material, impairment in value and adequate provision has been made in respect thereof.

61.
Inquire whether there are any liens on the fixed assets.

62.
Consider whether lease agreements have been properly dealt with in the financial statements in conformity with accounting pronouncements.

Prepaid Expenses

63.
Obtain schedules identifying the nature of these accounts and discuss with management the recoverability thereof wherever appropriate. 

64.
Inquire about the basis for recording these accounts and the adjustment methods used.

65.
Compare balances of related expense accounts with those of prior periods and discuss significant variations with management.

Intangibles and Other Assets

66.
Obtain schedules of intangible and other assets accounts, determine the nature of these accounts and discuss with management the recoverability of intangible and other assets, wherever appropriate.

67.
Inquire about the basis of recognition of such assets and the methods of amortisation used for such accounts.

68.
Inquire about the consistency with which the amortisation methods have been applied and compare amortisation provisions with prior years.

Capital and Reserves 

69.
Obtain and consider a schedule of the transactions in the capital account and reserves accounts, including new issues, redemption, buy back, and dividends.

70.
Inquire whether there are any restrictions on reserves and surpluses. 
Loans Payable

71.
Obtain from management a schedule of loans payable and verify whether the total agrees with the trial balance.

72.
Inquire whether there are any loans where management has not complied with the provisions of the loan agreement and, if so, inquire as to management’s actions and whether appropriate adjustments have been made in the financial statements.

73.
Consider the reasonableness of interest expense in relation to loan balances.

74.
Inquire whether loans payable are secured.

75.
Inquire whether loans payable have been appropriately classified between long-term and short-term.

Trade Payables

76.
Obtain a schedule of trade payables and verify whether the total agrees with the trial balance. 

77.
Inquire about the accounting policies for initial recording of trade payables and whether the entity is entitled to any allowances or discounts given on such transactions.

78.
Obtain and consider explanations of significant variations in account balances from previous periods or from those anticipated.

79.
Inquire whether balances are reconciled with the creditors’ statements and compare with prior period balances.  

80.
Consider whether there could be material unrecorded liabilities.

Accrued and Contingent Liabilities

81.
Obtain a schedule of the accrued liabilities and verify whether the total agrees with the trial balance.  Inquire about the method of determining accrued liabilities.  

82.
Compare major balances of related expense accounts with similar accounts for prior periods.

83.
Determine whether the recognition of major expenses has taken place in the appropriate periods.

84.
Inquire about approvals for such accruals, terms of payment, compliance with terms. 

85.
Inquire as to the nature of amounts included in contingent liabilities and commitments. Inquire whether any actual or contingent liabilities exist which have not been appropriately dealt with in the financial statements .  If so, discuss with management whether provisions need to be made in the accounts or whether disclosure should be made in the notes to the financial statements.

Litigation

86.
Inquire from management whether the entity is the subject of any legal actions-threatened, pending or in process. Consider the effect thereof on the financial statements.

Income and Other Taxes

87.
Inquire from management if there were any events, including disputes with taxation authorities (both direct and indirect taxes), which could have a significant effect on the taxes payable by the entity.  If yes, determine whether any provision is required. 

88.
Consider the tax expense (both current and deferred) in relation to the entity’s income for the period.

89.
Inquire from management as to the adequacy of the recorded deferred and current tax liabilities including provisions in respect of prior periods.

Subsequent Events

90.
Obtain from management the latest interim financial statements and compare them with the financial statements being reviewed or with those for comparable periods from the preceding year.

91.
Inquire about events after the balance sheet date that would have a material effect on the financial statements under review and, in particular, inquire whether:

(a)
Any substantial commitments or uncertainties have arisen subsequent to the balance sheet date;

(b)
Any significant changes in the share capital, long-term debt or working capital have occurred up to the date of inquiry; and

(c)
Any unusual adjustments have been made during the period between the balance sheet date and the date of inquiry.

92.
Obtain and read the minutes of meetings of shareholders, directors and appropriate committees subsequent to the balance sheet date. 

93.
Consider the need for adjustments or disclosure in the financial statements.
Extraordinary Items

94.
Inquire and determine whether there are any extraordinary and unusual items and if so, whether these have been appropriately disclosed.
Operations

95.
Compare results with those of prior periods and those expected for the current period.  Discuss significant variations with management.

96.
Discuss whether the recognition of major sales and expenses have taken place in the appropriate periods.

97.
Consider and discuss with management the relationship between related items in the statement of profit and loss and assess the reasonableness thereof in the context of similar relationships for prior periods and other information available to the auditor.  

Other Procedures

98.
Inquire about: 

· ¨         Changes in key management personnel.

· ¨         Major interruptions of operations due to strike, casualty, such as fire, etc.

· ¨         Significant contracts and agreements entered into/committed during the period.

· ¨         Wage settlements, if any.

· ¨         Changes in legislation that are likely to have material affect on the entity.
3) Specimen Unqualified Review Report

REVIEW REPORT TO...

We have reviewed the accompanying balance sheet of ABC Company at March 31, 20XX, and the related statement of profit and loss and cash flows for the year then ended. These financial statements have been approved by the board of directors of the company and are the responsibility of the company’s management. Our responsibility is to issue a report on these financial statements based on our review.

We conducted our review in accordance with the Auditing and Assurance Standard (AAS) 33, Engagements to Review Financial Statements issued by the Institute of Chartered Accountants of India. This Standard requires that we plan and perform the review to obtain moderate assurance as to whether the financial statements are free of material misstatement. A review is limited primarily to inquiries of company personnel and analytical procedures applied to financial data and thus provides less assurance than an audit. We have not performed an audit and, accordingly, we do not express an audit opinion.

Based on our review, nothing has come to our attention that causes us to believe that the accompanying financial statements do not give a true and fair view (or ‘are not presented fairly, in all material respects’) in accordance with Accounting Standards issued by the Institute of Chartered Accountants of India. 

For ABC and Co., Chartered Accountants

Auditor’s Signature (Name of Member signing the Audit Report) (Designation)
[6] (Membership Number)

Place

Date 

4) Specimen Review Reports other than Unqualified Qualification for a Departure from an Accounting Standard

REVIEW REPORT TO...

We have reviewed the accompanying balance sheet of ABC Company at March 31, 20XX, and the related statement of profit and loss and cash flows for the year then ended. These financial statements have been approved by the board of directors of the company and are the responsibility of the company’s management. Our responsibility is to issue a report on these financial statements based on our review.

We conducted our review in accordance with the Auditing and Assurance Standard (AAS) 33, Engagements to Review Financial Statements issued by the Institute of Chartered Accountants of India. This Standard requires that we plan and perform the review to obtain moderate assurance as to whether the financial statements are free of material misstatement. A review is limited primarily to inquiries of company personnel and analytical procedures applied to financial data and thus provides less assurance than an audit. We have not performed an audit and, accordingly, we do not express an audit opinion.

Management has informed us that inventory has been stated at its cost, which is in excess of its net realisable value. Management’s computation, which we have reviewed, shows that inventory, if valued at the lower of cost and net realisable value as required by Accounting Standard (AS) 2, “Valuation of Inventories” issued by the Institute of Chartered Accountants of India, would have been decreased by Rs. X, and net profit and reserves would have been decreased by Rs. X.

Based on our review, except for the effects of the overstatement of inventory described in the previous paragraph, nothing has come to our attention that causes us to believe that the accompanying financial statements do not give a true and fair view (or ‘are not presented fairly, in all material respects’) in accordance with the Accounting Standards issued by the Institute of Chartered Accountants of India.

For ABC and Co., Chartered Accountants

Auditor’s Signature (Name of Member signing the Audit Report) (Designation)
[7] (Membership Number)

Place

Date 

Adverse Report for a Departure from an Accounting Standard

REVIEW REPORT TO...

We have reviewed the accompanying balance sheet of ABC Company at March 31, 20XX, and the related statement of profit and loss and cash flows for the year then ended. These financial statements have been approved by the board of directors of the company and are the responsibility of the company’s management. Our responsibility is to issue a report on these financial statements based on our review.

We conducted our review in accordance with the Auditing and Assurance Standard (AAS) 33, Engagements to Review Financial Statements issued by the Institute of Chartered Accountants of India. This Standard requires that we plan and perform the review to obtain moderate assurance as to whether the financial statements are free of material misstatement. A review is limited primarily to inquiries of company personnel and analytical procedures applied to financial data and thus provide less assurance than an audit. We have not performed an audit and, accordingly, we do not express an audit opinion.

As noted in note X, the Company has adopted the method of taking entire profits on construction contracts to the statement of profit and loss on entering into the contract.  This has resulted in anticipating the profit in cases where the contracts have not even been commenced or where only a very minor part of the expenditure relating to the construction contracts has been incurred.  This method of accounting is contrary to the requirements of Accounting Standard (AS) 7, “Accounting for Construction Contracts”, issued by the Institute of Chartered Accountants of India.

Based on our review, because of the pervasive effect on the financial statements of the matter discussed in the preceding paragraph, the accompanying financial statements do not give a true and fair view (or ‘are not presented fairly, in all material respects’) in accordance with the Accounting Standards issued by the Institute of Chartered Accountants of India.

For ABC and Co., Chartered Accountants

Auditor’s Signature (Name of Member signing the Audit Report) (Designation)
[8] (Membership Number)

Place

Date 

9.4 DOCUMENTATION FOR DUE DILIGENCE

1) Documents to be obtained from Target Company 

	
	
	
	
	

	I
	Corporate Records
	Checked by
	Reviewed by
	Observations 

	1.1
	Certificate of Incorporation, Memorandum & Articles of Association, including any amendments.
	
	
	

	1.2
	Bye-Laws, operating agreements, partnership deed, including any amendments thereto
	
	
	

	1.3
	Minute Books, resolutions  for Shareholders, Members, Board of Directors and any committees of the above
	
	
	

	1.4
	Schedule of officers, directors and committees of the Board of Directors
	
	
	

	1.5
	Stock Book and Stock Ledgers
	
	
	

	II
	Shares and securities 
	
	
	

	2.1
	Shareholder agreements, proxies, and similar agreements
	
	
	

	2.2
	Agreements to purchase or re-purchase any class of security
	
	
	

	2.3
	Agreements relating to  preemptive rights for any class of security
	
	
	

	2.4
	 As of the most current date, the following information:

(a) Number of, and record ownership of, outstanding shares (common and preferred);

(b) Number of shares held in treasury;

(c) Options, warrants and other rights outstanding, including detail of holders, exercises, unexercised, vesting schedules, and

(d) Ownership by officers, employees and directors.
	
	
	

	2.5
	Stock option plans and stock option, warrant and other similar stock purchase agreements
	
	
	

	2.6
	All applications for issuance/transfer of securities, 
	
	
	

	III
	Location &property
	
	
	

	3.1
	List of jurisdictions (domestic and foreign) where the Company is (or should be qualified) to do business.
	
	
	

	3.2
	Schedule of locations (by address, city, state and country) at which the Company has offices, conducts business or stores inventory or equipment.
	
	
	

	3.3
	Schedule of leases and subleases for property and facilities, including location, area, rent and lease term and renewal options.  
	
	
	

	3.4
	Schedule of material suppliers and other third party service providers.
	
	
	

	3.5
	Schedule of property, key man, liability, and worker's comp insurance policies (including current and pending insurance carrier, policy limits, deductibles, and other special arrangements), and copies of all such insurance policies and contracts.
	
	
	

	3.6
	Schedule of owned property
	
	
	

	IV
	 Intellectual Property
	
	
	

	4.1
	Schedule of owned or proprietary technology (including software, databases and systems).
	
	
	

	4.2
	Schedule and copies (if applicable) of the following :

a) trade names, brand names, trademarks, logos and slogans;

(b) patents, patent rights, innovations and designs;

(d). copyrights;

(e) trade secrets and other industrial property rights, including all processes, know‑how, technical data; and

(f) Registrations, applications, additions, and other filings related to the foregoing items.
	
	
	

	4.3
	Schedule of all material ongoing or planned software, databases and/or network development projects.  
	
	
	

	4.4
	 Schedule of third party intellectual property sold, licensed or otherwise distributed by the Company.
	
	
	

	4.5
	 Product documentation and manuals for the Company’s software, databases and networks.
	
	
	

	4.6
	 Schedule of software authors and other creators of the Company's software products and other intellectual property.
	
	
	

	4.7
	 The name(s), address (es) and phone number(s) of person(s) responsible for application, maintenance and protection of trademarks, copyrights, patents and other intellectual property rights. 
	
	
	

	V
	Contracts & Agreements
	
	
	

	5.1
	Agreements with customers and clients warranties and guaranties
	
	
	

	5.2
	Consulting, development and work-for-hire agreements with, or for and on behalf of, customers and clients
	
	
	

	5.3
	Marketing agreements ‑‑ distributorships, sales representatives, franchises and agreements.
	
	
	

	5.4
	Agreements with employees, independent contractors or other third parties 
	
	
	

	5.5
	Leases with respect to tangible personal properties (including equipment).
	
	
	

	5.6
	Non‑competition, exclusivity and non‑solicitation agreements, in favor of the Company or by which the Company is bound, or by which the Company’s key employees or consultants may be bound to third parties
	
	
	

	5.7
	Confidentiality and non‑disclosure agreements, in favor of the Company or by which the Company is bound.
	
	
	

	5.8
	Employment (including incentive and severance) agreements, agency and independent contractor agreements.
	
	
	

	5.9
	Indemnification agreements for the benefit of officers, directors and employees.
	
	
	

	5.10
	Agreements or arrangements with management, employees, shareholders and other affiliates (including any loans or management fee arrangements), or with which any of them have a relationship
	
	
	

	5.11
	Outstanding agreements or commitments for capital expenditures
	
	
	

	5.12
	Agreements with investment bankers, brokers and similar advisors.
	
	
	

	5.13
	Inter company agreements
	
	
	

	5.14
	Leases and subleases
	
	
	

	5.15
	Contracts, or options to purchase, sell or lease real property.
	
	
	

	5.16
	Loan agreements, lines of credit,  other debt instruments, including notes payable and guarantees (by or in favor of the Company), and any other agreements collateralized or secured by the assets
	
	
	

	5.17
	Agreements relating to past, current or proposed mergers, acquisitions or dispositions, including transactions involving subsidiaries, divisions, product lines and other substantial assets.
	
	
	

	5.18
	Powers of Attorney
	
	
	

	5.19
	Other material agreements to which the Company is bound or which are necessary for the conduct of the Company’s business
	
	
	

	VI
	Personnel and Employee Benefits
	
	
	

	6.1
	Schedule of officers, directors, employees, independent contractors and consultants, and their respective titles, length of service, current compensation and benefits, and contractual severance obligations.
	
	
	

	6.2
	Schedule of employee benefit plans, including pension, bonus, commission, profit-sharing, stock option, deferred compensation, incentive, retirement,  medical, disability, salary continuation, executive benefit, fringe benefit, management perquisites or golden parachute
	
	
	

	6.3
	Policy and personnel manuals, including policies and procedures with respect to vacation and sick time, harassment and equal opportunity.
	
	
	

	6.4
	Management perquisites or arrangements, contracts or loans between the Company and any shareholder, officer, director, employee or consultant or any entities or persons with which such persons have a relationship
	
	
	

	7
	Regulatory Matters
	
	
	

	7.1
	Filings, registrations, reports and correspondence filed with local, state or central regulatory agencies  and any reports issued by such agencies
	
	
	

	7.2
	Governmental licenses, permits, approvals and authorizations necessary to conduct business
	
	
	

	7.3
	Expert compliance procedures or manuals
	
	
	

	8
	Litigation and Other Disputes
	
	
	

	8.1 
	Schedule and details of pending or threatened litigation, claims and other disputes.
	
	
	

	8.2 
	Schedule and details of government or  regulatory proceedings, inquiries or investigations
	
	
	

	8.3 
	Judgments,  injunctions or other orders
	
	
	

	8.4 
	Settlements
	
	
	

	9
	General Financial Information
	
	
	

	9.1 
	Previous (up to 3 years if available) annual audited / unaudited financial statements as well as interim period (monthly / quarterly) for current year
	
	
	

	9.2 
	.Current prospective financial data (i.e., budgets / forecasts) with detail of assumptions. 
	
	
	

	9.3 
	External and internal auditors' reports (annual and quarterly), permanent files, management letters and regulatory examination reports received / issued in the last 3 years.
	
	
	

	9.4 
	Consolidating general ledger or trial balance for detailed accounts for the latest 2 fiscal years, current year quarters and current period. 
	
	
	

	9.5 
	Schedule of prepaid expenses and other assets
	
	
	


2) Sample Engagement letter

CS RAO & CO.

CHARTERED ACCOUNTANTS

                                                                    CONFIDENTIAL

May 15, 2XXX

Mr. S. Krishnan

Navtrix Corporation

President, CEO and Director

117, SV Road.

Mumbai, 400025

Dear Mr. Krishnan,

This letter shall confirm the engagement of CS Rao &Co. ("Advisor") as the exclusive financial advisor to Navtrix Corporation ("Company") to perform due diligence and post acquisition/merger advisory services as the Company and the Advisor may agree upon in writing. The Company, as defined herein, shall include Navtrix Corporation, its subsidiaries, affiliates and any entities it may form, merge into, be acquired by, or investing. 

The term of this agreement ("Agreement") shall run from the date of receipt by Advisor of the Company's signed acceptance of this letter, until two months thereafter, and may be extended by mutual written consent of the parties or cancelled pursuant to the terms hereof ("Term"). This Agreement may be cancelled by either party as provided in the paragraph entitled "Termination of Agreement".

TRANSACTION:

     The due diligence services will be performed by the Advisor of the following types of Transactions with the target entity.  The term "Transaction" shall include, but not be limited to:

· a strategic alliance (a "Strategic Alliance") that involves an agreement with the target company  that may, either directly or indirectly, enter into any type of sales, marketing and/or management agreement with the Company;

· the sale of the target company (a "Sale" or "Merger"), whether by                merger, stock sale or sale in one or more transactions, of all or                substantially all of the assets of the target company to the Company;

·  a strategic acquisition (an "Acquisition") pursuant to which the Company consummates a merger, consolidation or other business combination with the target company, where the Company is the surviving entity (or its shareholders own a majority of the equity in the surviving entity) in such business combination, or



The Company acquires a majority of the total equity ownership of a Covered Party, or all or substantially all of the assets of a Covered Party.

DESCRIPTION OF SERVICES:

     The Advisor will, to the extent requested by the Company, assist the Company in analyzing potential Transactions according to the terms and conditions of this letter. In this regard, the Advisor may undertake certain activities on behalf of the Company, including the following:

a) Develop greater depth of understanding of a target company in terms of current and expected business.

b) Obtain requisite information from external and internal sources to meet the objectives of due diligence 

c) Review the financial criteria (e.g., years to payback, return on invested capital, the sales growth and internal rates of return).

d) Comprehensive evaluation of potential risks (e.g., incompatible technology, financial liabilities and flight of key professionals). 

e) Determination of how the target company’s customers /vendors view their experience with the target company. 

f) Understanding how the customers and prospects are likely to react to the acquisition

g) analyzing Transaction options available to the Company;

h) Uncover any potential red flags with regard to internal control, compliance with laws and regulations, presentation of financial statements and expectations that could influence negotiated terms in an acquisition

i) counseling the Company as to strategy and tactics for effecting a                potential Transaction;

j) Calculating the actual cost of acquisition.



[image: image2]
EXCLUSIVITY:

     The Company agrees that no other financial advisor is or will be authorized by it during the Term of this Agreement to perform services on the Company's behalf of the type which Advisor is authorized to perform hereunder. No fee payable to any other financial advisor either by the Company or any other entity shall reduce or otherwise affect the fees payable hereunder to Advisor, except as otherwise agreed to in writing by     Advisor. 

CONFIDENTIALITY:

     The Advisor agrees that, without prior written consent, it will not disclose, and will not include in any public announcement, the name or names of any investor, buyer, or strategic partner, unless and until such disclosure is required by law or applicable regulation, and then only to the extent of such requirement, and that too after it has   received approval from the other party.

CLOSING:

  The Closing of a Transaction shall occur on the earlier of execution of all material legal documentation or the transfer (if applicable) of funds. The Company has no obligation to Advisor to accept or close any proposed Transaction.

INFORMATION FURNISHED BY THE COMPANY:

 The Company will furnish Advisor with all financial and other information and data as Advisor believes appropriate in connection with its activities on the Company's behalf, and shall provide Advisor full access to its officers, directors, employees and professional advisors. The Company agrees that it and its counsel will be solely responsible for ensuring that the Transaction complies in all respects with applicable law.  

The Company  represents and warrants that any material delivered to Advisor at all times through Closing, will not contain any untrue statement of material fact or omit to state any material fact required to be stated therein or necessary   to make the statements contained therein, in light of the circumstances under which they were made, not misleading. 

The Company will promptly notify Advisor if it learns of any material inaccuracy or misstatement in, or material omission from, any information theretofore delivered to      Advisor. The Company recognizes and confirms that Advisor, in connection with performing its services hereunder, will be relying without investigation upon all information that is available from public sources or supplied to it by or on behalf of the Company or its advisors, The Company will also cause to be furnished to Advisor at the Closing copies of such agreements, opinions, certificates and other documents delivered at the Closing as Advisor may reasonably request.

WAIVER OF CONFLICTS:

     The Company recognizes that Advisor is being engaged hereunder to provide the services described above only to the Company and to all other parties, if any, who execute this Agreement in specified other capacities and is not acting as an agent or a fiduciary of, and shall have no duties or liability to, the equity holders of the Company      or any third party in connection with its engagement hereunder, all of which are hereby expressly waived. No one other than the Company (and such other parties in such capacities, if any) is authorized to rely upon the engagement of Advisor hereunder or any statements, advice, opinions or conduct by Advisor.

FEES AND EXPENSES:

     With respect to the services rendered hereunder, the following describes   the fees and expense reimbursements that the Company agrees to pay the Advisor:

a) A retainer fee of Rs.xxxxx per month, with the first installment                 payable upon the execution of this letter. The Company may credit   the retainer amounts paid to the Advisor against any fees it becomes obligated to pay Advisor under this Agreement. This retainer may be cancelled by the Company, after giving the Advisor 30 day’s written notice. In the event that the Company proceeds with the transaction during the Term, the Company will pay the Advisor, immediately upon Closing of any Acquisition, a Transaction fee according to SCHEDULE A attached.

b)  The Company agrees to immediately reimburse any out of pocket                expenses incurred by the Advisor during the Term of the Agreement, whether or not a Transaction is consummated, including, but not limited to legal, consulting, travel, lodging and due diligence expenses. Individual Advisor expenses in excess of Rs. xxxx shall require the prior written approval of the Company. On a month to month basis, the Company will immediately reimburse the Advisor for all expenses related to arranging a Transaction, or other services provided described.

c) In the event that Advisor's fees, costs or other compensation,               are not paid on   the due date, or the date of Advisor's invoice, if any, there will be an additional charge at a monthly rate of x percent               or such lesser rate mandated by law,.

TERMINATION OF AGREEMENT:

     Except as otherwise provided for herein, this Agreement may be cancelled by      either party at any time prior to the end of the Term, effective upon  thirty (30) days prior written notice to either party.

JURISDICTION:

     All lawsuits, hearings, arbitration or other proceedings be subject to jurisdiction in Mumbai. The parties irrevocably waive any objections they may have based on improper venue or inconvenient forum in Mumbai

MISCELLANEOUS:

     All payments and reimbursements of expenses payable hereunder shall be made in Indian Rupees in immediately available funds. This Agreement contains all of the understandings between the parties hereto with reference to the subject matter hereof. No other understanding not specifically referred to herein, oral or otherwise, shall be deemed to exist or bind any of the parties hereto and any such understandings, oral or otherwise, not  specifically referred to herein shall be merged into this Agreement and  superseded by the provisions hereof. No officer or employee of any party has any authority to make any representation or promise not contained herein. This Agreement cannot be     modified or changed except by a written instrument signed by each party hereto.

INDEMNIFICATION:

     Recognizing that Advisor, in providing the services contemplated hereby, will be acting as representative of and relying on information provided by the Company, the Company agrees to the provisions of Attachment A hereto.

It is specifically understood and agreed that the indemnification provisions of Attachment A shall be   binding on the successors and assigns of the parties hereto and of the     indemnified parties, specifically including the continuing corporation after any Transaction and any successor thereto whether by subsequent merger, consolidation or transfer of all or substantial part of the assets or business of the Company or such continuing corporation.

        If this meets with your approval, please indicate your acceptance of the above by signing where indicated below and returning this letter and the original by mail to the undersigned.

Thank you for the opportunity to be of service.

Sincerely,

/s/ G. S. Rao

Partner

CS Rao &Co

AGREED AND ACCEPTED:

The foregoing accurately sets forth our understanding and agreement with respect to the matters set forth herein.

Navtrix Corporation

By:  /s/ S. Krishnan

Title:      CEO

Date:       5-15-XX

_______________________________________________________________

SCHEDULE A

Transaction Fees schedule 

_______________________________________________________________

INDEMNIFICATION - ATTACHMENT A

The Company shall indemnify and hold harmless the Advisor and its respective directors, officers, agents, employees, affiliates and representatives (collectively the "Indemnified Persons" and individually an "Indemnified Person"), to the full extent lawful, from and against any losses, liabilities, claims or damages, including reasonable fees and expenses of legal counsel, related to or arising out of the Advisor's engagement hereunder or the Advisor's role in the Transaction contemplated hereby, including any losses, liabilities, claims or damages arising out of any statements or omissions made in connection with the transaction contemplated hereby; provided, however, that such indemnity shall not apply to claims which are determined by a final judgment of a court of competent jurisdiction to have resulted directly from the fraud, gross negligence or willful misconduct of an Indemnified Person. No Indemnified Person shall have any liability to the Company for or in connection with this engagement, except for any which are determined by a final judgment of a court of competent jurisdiction to have resulted directly from the fraud, willful misconduct or gross negligence of the Indemnified Person. Notwithstanding any other provisions hereunder, in no event shall the Indemnified Persons be liable to the Company for an amount greater, in the aggregate, than the cash fees actually received by the Advisor hereunder.

If any action is brought against any Indemnified Person in respect to which indemnity may be sought against the Company, or if any Indemnified Person receives notice from any potential litigant of a claim which such person reasonably believes will result in the commencement of any action or proceeding, such Indemnified Person shall promptly notify the Company in writing. 

Failure to notify the Company of any such action or proceeding shall not, however, relieve the Company from any other obligation or liability, except to the extent that the Company demonstrates that defense of such action is materially prejudiced by this failure. In case any such action or proceeding shall be brought against any Indemnified Person, the Company shall be entitled (at its own expense) to participate in such action or proceeding with counsel of the Company's choice, or to compromise or settle the action or proceeding, at its expense 

Notwithstanding the Company's election to assume the defense of any action or proceeding, the Indemnified Person shall have the right to employ separate counsel and the Company shall bear the reasonable fees, costs and expenses of this separate counsel.

Under no circumstances, however, will the Advisor be obliged to make any contribution to any expenses described in this paragraph which is greater than the amount of cash previously received by Advisor for its services to the Company.

These indemnification provisions shall (i) remain operative and in full force and effect regardless of any termination or completion of the engagement of the Advisor; (ii) inure to the benefit of any successors, assigns, heirs or personal representative of any Indemnified Person; and (iii) be in addition to any other rights that any Indemnified Person may have at common law or otherwise.

AGREED AND ACCEPTED:

The foregoing accurately sets forth our understanding and agreement as pertains

to the Agreement dated May 15, 2XXX

NAVTRIX CORPORATION

By:      /s/ S. Krishnan

Title:            CEO

Date:               5-15-XX

 3)  Sample due Diligence Report

ABC Limited 

Due Diligence Report

Contents 
Letter to the Board of Director, Y Limited 

Significant Findings  

A. Review of Net Liabilities Statements  

B.  Share Capital 

Appendix 1: Group Structure  

Appendix 2: Organization Chart  

Appendix 3: Profit and Loss Projection  

STRICTLY PRIVATE AND CONFIDENTIAL 
The Board of Directors 

Y Limited 

Mumbai

17 December 2XXX

ABC Limited (“ABC”) 
Due Diligence Exercise 
Dear Sirs, 

In accordance with the engagement letter dated 26 October 2XXX, you engaged us to perform due diligence on ABC and its subsidiaries. The engagement is conducted in accordance with the terms mentioned in the engagement letter. We have performed the necessary work and hereby report our findings to you as follows. 

Terms of Reference 

Our report has been prepared solely for the use of the directors of the XY Limited. It is the property of the author. The report should not be otherwise referred to, in whole or in part, or quoted by expertise or reference in any manner, or distributed in whole or in part or published or copied to any third party without our prior written consent.  

The scope of the work has been limited to the purpose of our engagement detailed in the engagement letter dated 26 October 2XXX

. 

Places Visited and Sources of Information 

We have visited the Group’s offices at Unit A & B, 41, SDF Bldg 4, SEEPZ, Andheri, Mumbai and 70 D, Hosur Road, Bangalore. We have held discussions with, and obtained information from Mr. M Bole, the Chief Executive Officer of ABC, Mr. G. Singh, the Director – Finance and Relationship Manager of State Bank of India, their principal banker. In addition, we have checked the regulatory filings with SEBI and ROC.

Verification 

In completing our work we have relied on the integrity of the information and data supplied to us. We have not independently verified the information or documentation provided to us unless expressly stated in the report.  

Projections 

We have made the projections based on underlying assumptions provided by the management .we cannot or do not explore the technical aspects of business decisions and their calculations. The assumptions are the sole responsibility of the directors of the Group. We have reviewed some major contracts but some deals are still under negotiation, and we accept no responsibility for any of them, or the ultimate accuracy and realization of the projections. Furthermore, there is a high probability that there will be differences between projected and actual figures, due to changed circumstances, and those differences may be material.

Disclaimer 

Since it s a part of our job to look for possible issues, we highlight the negative aspects.

In spite of detailed research and analysis risks cannot be eliminated and all business and investment decisions contain some amount of risk.

We do not claim that we can or have uncovered all possible issues.

This report is issued on the understanding you have drawn our attention to all matters of which you are aware concerning the company’s financial position or the proposed transaction which may have an impact on our report up to the date of signature of the finalized report. The fieldwork for this report was completed on November x, 2XXX and we accept no responsibility for events and circumstances occurring after that date or of updating the report. 

Limited Review Report 

This is only a limited review report, the scope of the work being confined to the areas specified in the engagement letter. Further, the scope of our work has been limited by the time available and you should not rely on our work as being comprehensive. Accordingly, we do not, and cannot represent that the procedures have been sufficient for your purposes. 

Matters Excluded 

There are other areas, such as, 

1. issues of law (including without prejudice to the foregoing, validity and effectiveness of contracts, licenses, title deeds including those for property, investments and stock, encumbrances, and all matter relation to product liability); 

2. valuation of fixed assets both tangible and intangible

3. valuation of work-in-progress; 

4. regulatory issues; and 

5. Legal and other specialist areas where RS Associates do not have expertise which may be relevant and which are outside the scope of our review. 

You should consider whether to obtain expert advice in relation to these areas. 

Yours faithfully, 

For and on behalf of 

RS Associates 

Mr. R. Laha, CA

Significant Findings 
During our review of relevant documents and accounting records, we have noted the significant findings about the Group as follows: 

1. Going Concern Consideration 

ABC Limited is now incurring heavy losses. The company depends on borrowed funds to finance is funds. Bank overdraft facility is used to the maximum limit. According to the profit and loss projection prepared by ABC the company is not expected to make any profits for the next two years.

Therefore, the continuity of the Company is heavily dependent on the immediate injection of capital and the continuous support from the bankers of the Company. 

2. Intangible Assets 

A major portion of the assets comprise of development cost incurred on <product name> which has not yet been released in the market. The potential economic benefit of the product is not known and we find the inclusion of such assets in the financial statements as questionable. A substantial portion of the development costs was paid to ‘APR’ company .However, no details have been provided on services provided by the company. The company is not a listed company and even after making some preliminary inquiries we have been unable to find any information on the company.

3. Competitive advantage: 

The company stated that its key competitive advantage is being “first to market”. However, this does no indicate a lasing competitive advantage. Likewise, their statement that their <type of service> “cannot be duplicated” doesn’t sound convincing .If there is a strong market, providers will emerge.

4. Banking Facilities 

Banking facilities was granted by Bank of <name>. The bank has a floating charge on all accounts receivables, cash and bank deposits of the Company. The bankers have to be provided with the audited accounts of the Company within six months after the end of each financial year. 

5. Founders and officers 

In our limited review, we did not find any issues in this area. We did not find any conclusive evidence that any of the principal persons have any problematic records. We have no done thorough background checks .We have however, devoted fair amount of time looking and have come up with nothing which gives a reasonable degree of comfort. If desired, we can do a thorough background check 

. 

6. License for the operation of <product PRO>

As represented by the management of the Company, the success of ABC depends on its market for its newly launched product PRO. Up to now, the Company has not registered any patent or copyrights for PRO. Also, the Company did not obtain any significant licenses or rights for the development. Any abnormal changes in the government policy on this area will likely hamper the business development of the Company. 

ABC LIMITED 
DUE DILIGENCE REPORT 
A. Review of Net Liabilities Statement 
We have reviewed the Net Liabilities statement of the Group as at 30 September 2XXX and 31 March 2XXX as follows: 

	
	30 Sept 

Rs.(‘000)
	31 March

Rs.(‘000)

	Fixed Assets 
	1,690
	2,246

	Intangible Assets 
	20,436
	20,436

	Current Assets 
	
	

	Work-in-progress 
	     2,528.00 
	     2,737.00 

	Trade and other receivables 
	     1,625.00 
	       521.00 

	
	     4,153.00 
	     3,258.00 

	Current Liabilities 
	
	

	Bank overdraft 
	   18,405.00 
	   17,476.00 

	Trade and other payable 
	     1,658.00 
	     2,602.00 

	
	   20,063.00 
	   20,078.00 

	Net Current Liabilities 
	
	

	Long Term Liabilities 
	
	

	Shareholders’ Loan 
	13,392.00
	9,311.00

	Net Liabilities 
	7,176.00
	3,449.00


1. Fixed Assets 

	
	30 Sept 

Rs.(‘000)
	31 March

Rs.(‘000)

	Leasehold assets
	264
	341

	Plant & machinery
	300
	308

	Furniture and fixture 
	201
	220

	Office equipment 
	279
	352

	Motor vehicle 
	149
	175

	Computer hardware & software 
	497
	850

	
	1,690
	2,246


As discussed with the directors, there were no material additions and disposals during the six month ended 30 Sept 2XXX. The only fluctuation in book value of the fixed assets represented the depreciation charges for that period. 

2. Intangible Assets 

	
	30 Sept 

Rs.(‘000)
	31 March

Rs.(‘000)

	Opening balance 
	20,436
	17,236

	Addition during the year or period 
	-
	3,200

	Closing balance 
	20,436
	20,436


As represented by the Management, the intangible assets is mainly the capitalization of the development cost incurred on <product name> which has not yet been released in the market. An intangible asset arising from development should be recognized if and only if the company could demonstrate all of the following: 

1. The technical feasibility of completing the intangible asset so that it will be available for use or sales; 

2. Its intention to complete the intangible asset and use or sell it; 

3. Its ability to use or sell the intangible asset; 

4. How the intangible asset will generate probable future economic benefits. Among other things, the enterprise should demonstrate the existence of a market for the output of the intangible assets or the intangible asset itself or, if it is to be used internally, the usefulness of the intangible asset; and 

5. Its ability to measure the expenditure attributable to the intangible asset during its development reliably. 

Basing on the above information, the recognition of the intangible assets will have the following potential problems: 

1. Recognition of an intangible asset is highly depends on the generation of probable future economic benefits from this assets. According to the latest profit and loss projections, the company will have difficulties in generating such amount of future economic benefits in the foreseeable future. Amount to be capitalized should be limited to the benefits that can generated in the projections; 

2. The intangible asset should not be carried at an amount permanently. The amount should be amortized to the profit and loss account as a cost against the revenue generated from the asset. Therefore, the company  should amortize the cost of assets to the profit and loss account for a reasonable period; 

3. During our visit to ABC, we found that a substantial portion of the development costs was paid to ‘APR’ company .However, no details have been provided on services provided by the company. The company is not a listed company and even after making some preliminary inquiries we have been unable to find any information on the company. We have asked the directors Mr. <> and Mr. <>. But up to the date of this report, they have not provided the details of these payments. 

B. Share Capital 

	Number of ordinary shares of Re1.00 each issued and fully paid as at 30 Sept  2XXX
	4,699,800,000 

	Nominal value 
	Rs.4,699,800,000 

	Share premium 
	Rs.23,057,040,000 


1. List of Shareholders 
As at 30 Sept 2XXX, the shareholders of the company are as follows: 

	
	Number of 

shares
	% holdings

	SD
	1,518,768 
	32.32% 

	FR
	529,764 
	11.27% 

	Mr. Bole 
	225,200 
	4.79% 

	RT
	1,760,320 
	37.46% 

	KL
	665,748 
	14.16% 

	
	4,699,800 
	100.00% 


2. Pre-emptive rights 
There are no provisions for pre-emptive rights under the Company’s Articles of Association, which would oblige the Company to offer new shares on a pro-rata basis to existing shareholder(s). 

3. Share option scheme

As at the date of this report, the Company did not enter into any agreement for granting options to subscribe any shares of the Company. 

4. Directors 
As at the date of this report, the lists of Directors are as follows: 

Mr. <>

Ms. <>

Mr. <>

Mr. <>
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