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Internal Controls: Defined Principles of Internal Controls

Control Eni 1 Demonstrates commitment to imtegrity and ethieal values
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MEANING OF VOUCHNG

» 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, efc.

» It means to test the truth of items appearing in
the books of original entry.

Importance of Vouching

+ Backbone of Auditing - Vouching s the only way of detecting all sorts of
errors and planned frauds. Henceit is the backbone of auditing.

+ Essence of Auditing - Auditing checks if transactions are related to
business or not. It checks for fictitious transactions created for committing
frauds. All these facts can be found with the help of vouching, So, vouching
is essential for auditing.

* To check whether evidences are correct or not - Frauds may be committed
presenting duplicate vouchers. Evidential documents or records are to be
checked carefully which is the scope of vouching.



Vouching

~ Voucher Numbering — Ordering

= Attention to dates, names & amount

= Stamped, Initials etc

= Special Attention: Personal Name, Partner, Director
~ Duly Signed, Authorized

= Duly Stamped

~ Nature of Receipts & Payments

= Elucidation

~ Scrutinize the Duplicate Vouchers

= Avoid involvement of Membersof Client Staff
= Receipted Invoice

~ Printed Receipts as Voucher

= Payments of Rent Rates & Taxes — Advances - Adjustments



Difference between verification and

Valuation
Verification of assets and Verification
e g B R 1. Verification is a final 1. Valuation is the initial
llablhtles work. work and it need to
verification.

Verification means procedures 2. Verification is the work 2. Valuation is the work of

. of Auditor. concerned authority or
to confirm the ownership, valuation 3. Verification is made at 3. Valuation is made

the end of the year. throughout the year

and existence of items at the balance
date.




Objectives of Verification Verification of Assets

» To show correct valuation of assets and liabilities,

» To know whether the balance sheet exhibits a true Verification is an important audit process of inspection and
Al Eaivviei of the: state of affirs of the Businass collection of information and examination of documentary
evidence to confirm that

» To find out the ownership and title of the assets : T
1. Assets were in existence on the balance sheet date.

 To detect frauds and errors, if any ). Assets have been acquired for the purpose of the business

» To find out whether there is an adequate internal and under a proper autharty

control regarding acquisition, utilization and disposal 3. Right of ownership of the asset vested in or belonged to the
of assets, undertaking.
» To verify the arithmetic accuracy of the accounts 4. Assets are free from any lien or charge not disclosed in the
» To ensure that the 2ssets have been recorded _ balance sheet. | |
properly 5. Assets have been correctly valued having regard to their

physical condition.

; A}?d assets values are correctly disclosed in the balance
sheet.




Verify existence of liabilities shown in the balance

sheet

Verify the correctness of the money amount of

such liabilities

Verify the appropriateness of the description
given in the accounts and the adequacy of
disclosure

Verify that all existing liabilities are actually
included in the accounts

If the liabilities are overstated or understated the balance sheet shall not
represent a true and fair view of the state of affairs of the company.
Similarly the profitand loss account will be incorrect.

. Capital: Although capital is not the liability of a company, still it
should be verified to enable an auditor to give a certificate in regard to
the correctness of the balance sheet. The auditor should examine
cash book, pass book and minute book to find out the number and
different classes of share issued.

2. Outstanding expenses: The auditor should get a certificate froma
responsible official to see that all expenses for the current year are
included and that the payment for each expenses such as interest,
discpu?ts& ﬁﬂaries, wages, legal expenses, which have not been paid
are included.
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VERIFICATION OF
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