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Disclaimer

- These are my personal views and can not be construed to be the views
of the ICAI/RBI/Bank or my firm, Member applied his decision with
his professional skepticism and concept of Materiality (SA -320).

- No representations or warranties are made by the Board of Studies/
Branch /CICASA/bank/RBI with regard to this presentation.

- These views are my personal views and shall not be considered as a
professional advice.

- Example given during the session is only for the academic purpose.

- This presentation may not be reproduced, in whole or in part, in any form
or by any means, without prior written permission.




Bank Branch Audit includes

Audit Report with Observation Report.
LFAR & Annexure

Certifications

Tax Audit Report

Jilani Committee Recommendations
Ghosh Committee Recommendations
IRAC Norms & MOC ' "
Physical Verifications




Main Audit Report

4 )

Its For Self Contained
Management Document

-

4 N 4 )

LFAR is not Matters concerning

substitute for main subject of
audit report. So no qualification &
cross reference affecting true & fair
should be for any view should be
qualification or reported in main
comments. report only.

\_ )




life is too short, eat dessert first




Sure-Shot MoCs in Audits - Key Areas to Focus On:

Check bifurcated Securities & their latest realizable value in case of D1 & D2.
Remove very old stock & Book debts & rejected ECGC | CGTMSE claims.

Capturing wrong claims of CGTMSE & DICGC, Personal Guarantee, ECGC
claims & Intangible Assets

Insert latest audited depreciable value of P & M & Vehicles in case of D1 & D2
classified Term loans & Vehicle loans.

Check correct MCLR or Repo Rate fed in the Master as per sanctioned

Sundry / parking items for unauthorized transactions

Multiple restructuring of Agricultural / MSME / Educational loan accounts
Devolved Invoked BG / LC opened in separate accounts to avoid NPAs.
Multiple CusIDs to avoid NPAs.

Technical NPA - Frequent short renewals and NOT regular renewals and 180
days are over.



Sure-Shot MoCs in Audits - Key Areas to Focus On:

Wrong classification of Non-priority sector as priority sector

In CBS, o3 fields are generally Decentralized in case of Advances i.e
Term/period, Sanction date/due dates & EMI including Rol.

Check if borrowings >150 crores WCDL of 60% is mandatory as per
guidelines.

In DCCO, obtain proof of completion or valid reasons for extension

Check joint loan accounts wherein one of the borrowers is NPA

Downgraded / Withdrawn External or Internal Risk Rating and accordingly
change in Rol.

Limit expiry date column left blank or value entered as 31.12.2099

Loan to Value (LTV) in Housing loan higher than Bank’s loan policy

Less provisions in Self Help Groups accounts and staff Loans

Track Potential NPA cases and see how these are later ‘regularized’ -
whether through genuine repayment or through circular transactions or
through

transactions with Related Party entities.



Must-Do’s for LFAR and Statutory Audit

Study the Questionnaire thoroughly.
Each answer should be precise.
Avoid vague or general comment.

Give specific instances of
weakness/ shortcomings.

Should be sufficiently detailed and
quantified to enable expeditious
consolidation.

Do not make current year’'s LFAR a
replica of previous year

Extensive checking of Red flags &
Fraud Prone areas to be undertaken

Always keep an eye open for
‘Abnormal’ transactions / activities —
what is abnormal would be on a case
to case basis.

Based on audit, if any matter having
impact on true and fair view of financial
statements or warrants adding
qualification / Matter of emphasis in
Auditor’s Report (for e.g. non-classification
of accounts as NPA / under provision for
advances) than mere reference of the same
in LFAR is NOT sufficient.

Don't ignore negative material
comments/findings mentioned in the
Concurrent Audit Reports, Inspection

Reports, Stock Audits, Special Audits, ASM
reports, etc., and how these should be
addressed in your report.

‘ALL IS WELL' & ‘CBS TAKES CARE’ should
be avoided. No system is perfect and no
process is perfect. Avoid “blind” reliance on
effectiveness of CBS & may not justify your
action / inaction at a later time.



Assets

Liabilities
Profit & Loss Account

General

https://rbidocs.rbi.org.in/rdocs/content/pdfs/NT3305092020 A2.pdf




ASS

Which Includes-

1. Cash

2.Balances With RBI, SBTI & Balances with Other Banks
3. Money at Call & Short Notice

4. Investments

5. Advances

6. Other Assets




1.1 Cash -

Cash Retention Limit & Excess Cash Balance Held by the
Branch.

Insurance of Cash on Hand & Cash 1n Transit .

Custody of Cash

Surprise Cash Verification (Cash in hand and ATM)




1.2. Bank Balances :-

Take List of Bank Account held by the bank.

Obtain Balance Confirmation Certificate as on year end.

Match Bank statement with GL head, if Difference
obtain Reconciliation

Review Reconciliation

1. Un-responded Cash Entries

2. Revenue Item Requiring adjustment or W/Off
3. Old Outstanding Balances- Aging

4. Any Item Special Attention.




1.3. Money At Call Notice & 1.4 Investments :-

Money At Call
Notice

D Branch Hold any
Confirm any Investment 7?
Such Type
Transactions

Investments

g 4 I
D 1. Physical Verification .
Ho Guidelines 2. Income Accural.

& Instructions 3. Matured/ Overdue
Investments.

4.HO Instructions
5. RBI Guidelines
\




Part —I. 5. Advances —

Advances Verification

Large Advances -all cases of major
adverse features, deficiencies etc.
should be reported

L|

10 crore or 10 %
of the aggregate
advances of the
branch whichever
1s less

Other Advances (On
Test Check Basis)

The auditor may
comment upon the
relevant aspects
generally, along with
instances of situations
giving rise to his
reservations or adverse
remarks.
%




* Type of Facilities - Fund Based & Non Fund
Based.

* Type Of Fund Based Advances - Demand
Term Loan , CC , OD.

* Type of Non Fund Based advances - BG /LC
/ Bills




Advances

Review,
Document § Monitoring
ation &
Supervision

Sanction
Credit &
Appraisal Disburse
ments




Extent of Verification

SBA Should Obtain Entire Loan Book & Select
Reasonable Sample for verification.

Large Advances - 10% of total advances at

branch or Rs 10 Crore whichever is lower to be
verified 100% .

Each Type of Loan Should be selected for
verification while taking sample.

List Of Accounts Examined - to be Enclosed.




Conso ﬂd@ﬂl Your
Observations =for LFAR

Quick Mortality Cases ( within 12 Month NPA )
Interest Rate not correctly Charged

Credit Facilities sanctioned beyond Delegated
authority.

Loans Disbursed without Complying Terms &
Conditions of Sanction.

Non Execution of Necessary Documentation
Non Registration of Charges (ROC, CERSAT)




Lien is not created on Deposits
Correct & Valid Rating is Available. (>25 Cr)
Renewal / Review Pending (Renewal done in System )

Frequent Short Renewal /Review - Report Cases

Stock / Book debt & Other Operational Data QMR
/ HYR Pending List .

Stock Audit Pending List (> 1/5 cr)
Audited Financial Statement Pending List
Inspection Pending List




Insurance Pending List

Overdrawing in Accounts above sanctioned Limits.
Valuation Report Older than 3 Years. (All A/c)
Comment on Adverse Features - Top 5 Standard

Accounts -
Upgradation of NPA (Recovery of All OD inall facility )
System of Classifying SMA -0, SMA-1 ,SMA -2




1.6 . Other Assets:-

Stationary & Suspense Accounts /
Security Items Sundry Assets

e ™ 1 Age wise Bifurcation -
Internal Reasons for delay in adjusting

Control over
[ssue &
Custody.

2. Provisions Required.

J a
1. Take list as on 31/03/2025

Physical 2.Compare With Last Yr 3.

verification Obtain Ledgers
4. Test Check Unusual Movement.

5. Nature & Amount Involved.

-

~




2 Liabilities

1. Deposits
2. Other Liabilities
3. Contingent Liabilities




2.1. Deposits :-

* Check how account is Flagged as Inoperative By System.

_  Obtain List of Inoperative Account & Verify Transaction
VO IRV Toot Check Basis
* Take List of Accounts Activated as Operative -
Confirm With Bank Policy .

 Take Monthly Average Deposit Figures
* Compare Avg. with Year End Balances
* Compare Year End Balances with Balances as on Audit .

at Year End * Obtain Manager Representation for unusual movement &
Comment accordingly

Unusual Movement

* Check Interest Provision at Year end.
OV VAV ELIEEI « \inimum Balances Requirement / Charges .

Term Deposit * Take CBS System Figures for Overdue Matured
Term Deposit




2.2 Other Liabilities Bills Pavable, Sundry Deposits :-

The number of items and the aggregate amount of old
outstanding items pending for three years or more may be
obtained from the Branch and reported under appropriate
heads. Does the scrutiny of the accounts under various sub-
heads reveal old balances?

Does your test check indicate any unusual items or material
withdrawals or debits in these accounts? If so, report their
nature and the amounts involved

v' Obtain List from Branch as on 31.03.2025
v Compare with Audited List as on 31.03.2024

v' Obtain ledger from Branch for transactions.

v’ Test Check Transaction During the year.

v Comment if Unusual items / withdrawals.




2.3. Contingent Liabilities

List of major items of the contingent labilities (other than
constituents’ liabilities such as guarantees, letters of credit,
acceptances, endorsements, etc.) not acknowledged by the Branch.

Possible but Not
Probable

- Review Last Year Audit Report for Any Contingent Liability .

- Confirm Any Activity during the Year Review
Correspondence with lawyer/others.

- Review Subsequent Events also -

- Provision for Liability.
Eg. 1. Suit Filled Against Bank




3. Profit & Loss Account :-

* Discrepancies in Interest paid & Recerved.
- Review Revenue Audit Reports.

e Check Interest Reversal in NPA Accounts

e Provision for Interest Accrued on overdue /
matured Term Deposits.

* Divergent Trends in Major Items of Income
& Expenditure.

* Compliances with IRAC Norms- J




3. Profit & L

Compare PL with Last Year - Ratios & Trend Analysis.
P&L Vouching Verificatioh: Bills / Quotations

Capital / Personal Expenses Debited to PL.

Prior Period Expenses Debited to PL .

TDS Deduction on All Expenses.

Cash Expenses above Rs 10000/ -




3
)

Obtain Revenue Audit / Income leakage Report .

Test Check - Interest / Commission / Fees /
Penal Interest - Properly Charged

If Any Revenue Leakage - MOC
IRAC Norms - Reversal of Unrealized Interest.
IRAC Norms- Income Govt Guaranteed Loan




4 General

1. Gold Loan - Bags Verification / Records Internal Control
Over Security Items - Report Missing / Lost Items

2. Rrollover of Gold loan/ WCDL / KCC

2. Books & Records - Other Software /
Exceptional Reports /IS Audit

3. Inter Branch Accounts
4. Frauds - Reporting to RBI
- Potential Risk Areas
- Early Warning System / RFA.




5. Implementation of KYC /AML Guidelines -

- RBI Circular / HO Policy / Response to HO Alerts
/ Concurrent Audits

- 6. Management Information System - Data Input
/ Manual Intervention / Other Software .




7 . Miscellaneous —

- Last Year LFAR

- Internal / Concurrent Audit Reports

- Credit Audit Report

- Stock Audit

- RBT Inspection

- Income & Expenditure Audit

- IS Audit

- Any Special Investigation

- Any Other matter - to be Report to SCA.




Point to be remember:-

- Plan, Prepare and Update LFAR on daily Basis.

- Discuss points with team on daily basis.

- Depute single person for preparation of LFAR.

- Give detailed reply of question not only (YES/NO)

- Discuss point of LFAR with branch office one day before closing.

- Remember to pass MOC on the points mention in LFAR (if
applicable)

- Attach additional proof and documents for explanation (if required)

- Take soft copy of LFAR of first branch for next branch







+CA. Rohit Porwal

« (M. Com., FCA, DISA(ICAI), CCFAFD, CCCAB, CCFXTM)
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Mob. No0.+91-7566958480




