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What is Auditing

Auditing is a part of the accounting world. It is an examination of accounting and financial
records that is undertaken independently. This is done to determine if the company or the
business undertaking has confirmed its operations to the laws and the generally accepted
accounting principles.

What is Independent financial audit?

An independent audit is an examination of the financial records, accounts, business
transactions, accounting practices, and internal controls of a charitable non-profit by an
"independent” auditor.

primary goals of an independent auditor is to examine the company's financial statement to
ensure the financial books are accurate and compliant with fiscal laws and regulations.
Independent auditors inspect the accounting system and account books of a company for
accuracy.

What is vouching?

Vouching is defined as the "verification of entries in the books of account by examination of
documentary evidence or vouchers, such as invoices, debit and credit notes, statements,
receipts, etc.

Vouching includes routine checking which is a mechanical checking, whereas vouching is
made on the basis of documentary evidence. A voucher may be a sales bill, purchase bill,
payment receipt, pay-in slip, etc. All such types of documentary evidence are known as
vouchers.

AT e T 8

T THaT AWiH T BT S TR 31 I8 awied R fasiia sifteal 3t ve wds wu 9 91
WM arelt Sifg 81 9% a8 FMuia #1 & fag foean wiran @ 76 &1 st a1 araaniis suwy =
3 Hratf &t Y ST R I U § Wed a@ied Rigidl & SR o1 81

T faxita e uSten @ 22

TP Wad 9@ Wi U@ WA a@ Wi R S amid R-arvert dwn & o
ifirerat, W, SATaTR® e, ST uuTs 3R sialve fa=roi #1 «ifa 31

TS W AW Wied T WA deg Hu-t & fa<diia faawor @1 sita s § @ife ag gHifda gt




I for fo<iia g e § ok e &A1 iR faf e &1 srgure #edt 81 W aar
uﬁ&waﬁ%ﬁnaamm#rammaﬁ?ma%ﬁmﬁﬁ&mmﬁ%

S T 82

IR P "SXATdel YTew AT AIS=R, WY I1aH, Sfde 3R Hfee e, faavur, Wi anfe $t wirg
SR o gEas] | ufafdal &1 g & wu d ukwifta fear mn g1

et # fHufta wifa it gt @ St uer gifie witd gt 8, iafer arsfRT gearash |1ey &
STYR TR $I AT 31 I faspt fad, wdie faa, Yrae wile, v-39 v anfe g awar g1 59
TPR & Ut gFTasll 16T 8T & 7Y | o[ &1 &

Verification and valuation of assets and liabilities Verification means checking whether the
assets shown in the balance sheet are in the name of business, whether they exist or not,
whether there is any charge on it etc. Valuation means determining the proper values of
assets and liabilities shown in the balance sheet.

Audit of financial statements and audit report

The auditor's report is a document containing the auditor's opinion on whether a company's
financial statements comply with GAAP and are free from material misstatement. The audit
report is important because banks, creditors, and regulators require an audit of a company's
financial statements.

What is a financial statement audit report?

A financial statement audit is the examination of an entity's financial statements and
accompanying disclosures by an independent auditor. The result of this examination is a
report by the auditor, attesting to the fairness of presentation of the financial statements and
related disclosures.

Cost audit

> A cost audit represents the verification of cost accounts and checking on the adherence
to cost accounting plan. Cost audit ascertains the accuracy of cost accounting records
to ensure that they are in conformity with cost accounting principles, plans, procedures
and objectives.

> Cost audit is the verification of cost accounts to determine the accuracy of cost
accounting records. It is a means to ensure that cost accounting records are in track
with the costing principles, plans, procedures and objective. The audit usually involves.
Verification that costing records are accurate.

> Every company specified in (A) regulated Sector as given under Annexure A, shall get
its cost records audited if the overall annual turnover of the company from all its
products and services during the immediately preceding financial year is rupees fifty
crore or more and the aggregate turnover of the individual
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Recent Trends in Auditing

Management audit
» A management audit is an assessment of how well an organization’'s management team

is applying its strategies and resources. A management audit evaluates whether the
management team is working in the interests of shareholders, employees, and the
company's reputation.

» Management Audit is an assessment of methods and policies of an organization's
management and the use of resources, tactical and strategic planning, and employee
and organizational improvement.

Energy audit

> An energy audit is an inspection survey and an analysis of energy flows for energy
conservation in a building. It may include a process or system to reduce the amount of
energy input into the system without negatively affecting the output.

» The primary objective of Energy Audit is to determine ways to reduce energy
consumption per unit of product output or to lower operating costs.
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Environment audit

Environmental auditing is a systematic, documented, periodic and objective process in
assessing an organization's activities and services in relation to: Assessing compliance with
relevant statutory and internal requirements. Facilitating management control of
environmental practices.

» An environmental audit is a type of evaluation intended to identify environmental
compliance and management system implementation gaps, along with related
corrective actions. In this way they perform an analogous function to financial audits.

» There are three main types of audits which are environmental compliance audits,
environmental management audits to verify whether an organisation meets its stated
objectives, and, functional environmental audits such as for water and electricity.

> The purpose of environmental auditing is to assess periodically the compliance of
completed or on-going activities with the requirements of legislation, measures
proposed in environmental policies, environmental management systems and
environmental schemes or the provisions of standards and contracts.

Systems audit
System audit is defined as a systematic and independent examination to determine whether
activities and related results comply with the planned arrangements and whether these
arrangements are implemented effectively and are suitable to achieve objectives.

> There are three main types of audits: external audits, internal audits, and Internal

Revenue Service (IRS) audits. External audits are commonly performed by Certified
Public Accounting (CPA) firms and result in an auditor's opinion which is included in
the audit report.

> A safety audit is a structured process whereby information is collected relating to the
efficiency, effectiveness, and reliability of a company's total health and safety
management system.They are routinely conducted in order to determine whether the



company is in compliance with safety legislation.

> A safety audit can help to identify and correct the gaps in workplace safety. It not only
helps in improving workplace safety but also helps in reducing liabilities. Safety audits
demonstrate your commitment to compliance. Additionally, it helps in increasing
employee awareness of safety and environmental regulations.
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