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_ VOUCHING

6.lfAn auffi?r Aclopts various procedures to obtain evidence on the basis of which
he forms opinion. One of the important audit proce'dures is vbuc}ﬁng. o

Introduction

¢

Meaning and definition of vouching ™" = * "/
6.2 The term *vouching’ in the context of auditing has been defined by various
academlc_lans and authors. Some of the definitions are given below :
According to Dicksee = "~ . . i s loenloogt g s _
’ouching consists of comparing entries in books of account with documentary
evidence in support thereof.” o : ;¢ |
Spicer and Pegler have defined vouching as,

~"“The examination by the auditor of all documentary evidence, which is
available to support the authenticity of the transactions entered in the client’s
records.” | | PR R T e gy, e 8RS
From these definitions, it'is. clear that ypuch'irjzg“ié‘fché process of inspecting a
document that supports a recorded transaction in order to verify the authority and
authenticity of such a transaction.” Documentary evidence in support of a transac-
tion is called voucher. In vouchifig, a transaction is selected from an account and
then the auditor goes backward through the processing system to find the source
documentation that supports the transaction. For example, to vouch a sales

transaction, the auditor would look out fqr-f' o .
() Whether the trz{risaéii_ibn occdi:gd Iin the accounting period ugder review.
(i) Whether the entries méde'}n the sales book can be traced to carbon copies
© " of sales invoices. = " - = -
(i) Whether the calculations
(iv) Whether authoritative proce

tions in sales invoices are arithmetically correct.
dures are being followed,
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Objects of vouching s tects of vouching—
objects hin

6.3 The following can be staled a; t:::d 'ajuthenticity of transactions rec(,rded‘

I

() Verification of authori!
f account. . i
_ },?PORS e he recorded transactions are genuinely Connectey "
(i)To ascertain that the th
the business. ions are supported b
 the recorded transactions PP y dc.cume]1

(ii)~To ascertain tha
tary evidence calle

(iv)- To ensure that all
" addressed to businé

authorised.

adea (*”w’ ﬂ -

= O | ; olot. - T
Routine checking and vouching " ‘2« A o
6.4 The following points can be made about the relationship between royy,
checking and vouching : ’

() The auditor verifi
routine checking. In vouching,
documentary evidence.. N ‘

xamination of documentary evidence in suppey

i) Vouchingalsoincludese : ]
W of recordged transactions besides routine checking. Thus, routine check.
ing is a part of vouching. -

d vouchers.

vouchers pertain
ss unit, relates to

to financial year under audi ,
business of the client and ay, du?
y

es the a[rithmetical accuracy of the c?ntries thFOUgh
' entries are checked with the help

Vouchers

Types of voucher

6.5-1 Voucher may be of two types—
yrimary - The primary vouchers constitute original evidence e.g, cash
memos, rent receipts, agreement with vendors, wage-sheets, etc.

(i) Collateral/Secondary - Secondary vouchers are copies_of original evi T
~ dence and they support a primary voucher e.g, carbon copies of a cash
memo and rent receipts, counterfoil of a pay-in-slip, etc.

Examination of voucher/Principles of vouching
6.5-2 While examining the vouchers the auditor should note the following point:

(9 All vouchers should be consecutively numbered and filed properly.

(i) Each voucher should be dated and such date should fall within t
financial year under audit. ' : :

(ii) Vouchershould be _g_ddzgssed totheclient and should relaze to business of
the client. : -

(iv) The amount shown on vouchers should b d
iy ' e calcul rately an
amount in words and in figures match, ated accu y
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109 ' VOUCHERS ' Para 6.5
V) The Sf&&ﬂ{ur of o, L. '
( voucher. s.of the official authorising the transaction is there on the

vi) Vouchers are proper 5, .
: ments of law, Properly affixed with a revenue stamp as per the require-

(vid) Vouchers fi!fginarin
(vii)) Vouchers inspect
produced again,

ix) Vouchers are ¢ S, ;
(ix) expenditureis n’:;fg‘ecé Properlyin financial books e.g, proper allocation of
e o e € between capital and revenue; cash purchases are not
¢ nce i cash book and then in purchase book.

Vouchers ar : ,

*) adhere to tl':e ;’-‘-’-‘-Z-..‘d e.g shareholder’s resolution (a voucher) should
sy ol Eope a.r1d~ limitation of the powers given to them by
Of association and articles of association; price shown on

alesinvoi gy .
> ceshould be as per approved price list/contract with customer.

(x) In caese. Ofi nh@%"giﬂ‘igﬁ ers, the auditor should ask for the reasons for the
S?:m aneShae d rely on appropriate evidence in such cases e.g, in case
- 2ﬁ:nTlssmg purchase invoice, he may ‘obtain a duplicate copy from the

8 outside the business are genuine,
ed should be cancelled by a stamp lest they should be

xii) The auditor should not seek help of the client’s staff while vouching.
6.5/-3 Missing vouchers ' __ .‘ cox o

e CONCEPT - While checking the entries in books of account with the

relevant documentary evidence, it may happen that vouchers against

_ certain recorded transactions may not be available in the vouchers’ files
to the auditor. These are called missing vouchers. ‘

o LISTING MISSING VOUCHERS - The auditor should make 4 note of all such
transactions in audit note book which are recorded in the books but
against which vouchers are missing. He should prepare a list of such

missing vouchers and try to trace them. = . .

‘s AUDIT PROCEDURES TO BE ADOPTED TO TRACE MISSING VOUCHERS - Appro-
priate audit procedui‘es for the purpose of tracing missing vouchers
would depend upon the type of such vouchers. Some examples are given

BRI : Hle ‘ : hers like share certificates
‘Tti i i important vouchers like share certificates,

L s p?srseﬂzg;t};&gr registered transfer deed for land and build-

ing may be missing from vouchers’ files. They may be either in

the safe custody of some important official or with a bank or a

financial institution as a security against a loan obtained by the
client. In such cases, the auditor can check these vouchers either
with the officers concerned or confirm the custody by correspond-
ing with the concerne

d bank or financial institution.
(b) If the business has entered in a contract for the purchase of land
and building with 2 third party, it m

ay not be possessing title deed
for such land and building at the time of audit. If registration of
p?‘f)perty is pending, the auditor can ex

amine the contract between

s i i i o e,
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bhent and the seller and in cases where regisuation has be:en d
. but the transfer deed has not been delivered to the client,
~ auditor can go to the office of the Registrar to verify the accyr

" of the recorded transaction. e T
(©) In some cases by correspondir;g with the _de,bto;s and creditorg
the auditor can obtain information aboug the receipts or payment,
(d) In cases of regular payments or receipts, _he may apply commg,
sense to vouch transactions. For example, if rent receipts are aya),
able for the month of April and June and missing for May, it may
be inferred that rent has been received for the mor}ph of May algq,
The auditor can, thus, apply various audit procedures to trace missing vouchers. He

can seek explanations from officers or employees of the client about the vouchers
which he could not trace. If the auditor is not satisfied with the explanations givey,

One
the

a(:y

i

he should mention this fact in his report.” * J

Importance of vouching

6.6 Voﬁching is the essence of auditing. It is called so because of the role played by
it in achieving the objects of auditing and its contribution towards the successful
conduct and complgtion of audit work. )

SERVES AS A BASIS TO EXPRESS AN OPINION ABOUT TRUTHFULNESS AND
FAIRNESS OF FINANCIAL STATEMENTS - The auditor satisfies himself with
regard to accuracy, authority and authenticity of transactions recorded
in books of account through the process of vouching. After being satisfied,
he can say emphatically if the balance sheet and profit and loss account
drawn from the books can give a true and fair view of the business. Thus,
without vouching, the auditor cannot achieve the primary object of audit.

}/ﬁELPS INDETECTION AND PREVENTION OF FRAUDS AND ERRORS - Vouching
not only entails comparison of arecorded transaction with documentary
evidence but also lays emphasis on ascertaining the genuineness, validity

~.and proper recording of each transaction. This helps in detecting most of

: \}th? rrors and frauds, howsoever, clevérly committed.

@ RMS THE BASIS FOR SUCCESSFUL CONDUCT AND COMPLETION OF AUDIT
WORK - The success of audit process depends on the care and caution with

. which the auditor carries on vouching, If the auditor goes about vouching
in a haphazard and reckless manner and does not examine the authent-
city of vouchers, he may be held liable for not detecting errors and frauds.
In Armitagev. Brewer and Knott [1932], the auditors were found guilty of
negligence. An employee of the firm having full charge of the books of
account and of payment of wages, had carried out extensive defalcations

. chiefly through falsification of wage sheets and petty cash vouchers. The
court opined that the auditors did not exercise even a moderate amount
of inquiry and care and their excuse that “this or that was a small matter”

was untenable. The court awarded damages to the client.

4
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s~ RELIANCE BY AUDITOR - In ¢
control system, the audit :
reliance on such 3 g
auditor in any mann

o S¢S of organisations having a sound internal
I might reduce the extent of vouching. But

e);stem would not curtail the responsibility of the

ing is fund
hus, youching 1s damental to all
gepends upon the eff'menCY.and effeztlif

: la ha ite ri
1ished. De P au S quite right] '
}:JPO" which the superstructurg of z;cti?ttzid

it procedures and success of an audit
eness with which vouching is accom-
, “Vouching constitutes the foundation
g is erected”. - : '

youching of sales items

i chi : ' 3 '
6,2{}“’11?;;3(3;&% fﬁLes items, the auditor should obtain relevant documentary
evl -eféss the reliabilit (iué‘pose. He should also review the internal control system
to as> y ocumentary evidence generated by it. Procedures for

]

vouching of specific sales item in a manufacturing concern are given below :
youching of credit sales

671 In order to vouch credit sales, the auditor should follow the procedures
mentioned below (see Table 6.1 also): ' :

() Examine sa.les book - All the entries made in the sales book are traced to
meices. As carbon copies can be easily altered, the
auditor should look for other supporting documents such as goods

- outward_notes, railbway. receipt/trausporter.s. receipt/bill of lading and
customer.s purchase.order. Once all the relevant vouchers are obtained,
he shEould examine them for details such as date, name of the customer,
quantity and type of goods, price, validity, proper authorisation, etc.

(i) Examine salesinvoices - After obtaining relevant documentary evidence,
the auditor should select a sample of invoices at random and apply audiz-

in-depth on them ie., follow the flow of work from the receipt of original
order to the ultimate despatch of goods and settlement of the account.

(iit)/Examine the numerical sequence of source documents generated within
/ the organisation - The auditor should ensure that numerical sequence of

source documents such as s

. invoicesis being maintained and
numbers, if any. ) : .

iv) .Routi hecking - Routine checking should be per ormed tQ ascertain
R et f tgotals of sales book and debtors’ accounts and to check

carry forward of totals and posting of entries in appropriate ledger
accounts and then on '_co_‘trial balance.

amine cut- ints - The auditor sho :
“) Exta_\mme cut;i{ipg] ,nr,-ng the financial year under review. In case of the
BCLOnS BEe ecjsedaEi&djf iculs to determine because of time

transactions, whose pre Yeeording them as sales; th
; ine of goody and FeTor ing them as sal€s, tne
lag between theEeSP_?}.El?_‘_.-g« 2 = pre["‘r?ﬁ—‘lnum —=rsales order, sales

» U T U ,u.r‘_-a_. DoIn SO__ :
auditor should et - Is).Having examined the cut-off points, the

) A e rdn .
iveicasags ool Owg)as outward notes and transporters’ receipts to

W e 0 - =
, ?ggl;g s:ﬁ;g%i::ic egs pertaining to few days before the ex?d of the period

should ascertain the reasons for missing

ales order, goods outward notes and sales -

uld ensure that recorded trans-

B Omgg, due e oA (e TR
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under audit. Such an examination would ensure that sales representeq by
those invoices is recorded in the period in which title of goods is passeq o
to the customer. : | ’ o

6.7-2 Sales return

)- Examine sales return book - Examine sales return book with reference to
copies of credit notes issued to customers and inward return notes,

(ii) Examine credit notes - The auditor should examine credit notesissued t,
L the customers with reference to inward return notes and inspectioy,
report of the receiving department. He should examine whether returng
have been authorised as per the management'’s policy and the authorise(

official has issued credit notes.

& Examine cut-off points - The auditor should examine the cut-off points of
transactions relating to sales. He should trace the \zgrgu{%ﬁ&fﬂ_m‘g
pertaining to a few days before the end of the periodiinder audit to the

related credit notes issued to customers. _

TABLE 6.1
VOUCHING OF SALES ITEMS
Jtem : " Procedures for vouching - . .Relevant documentary
. : 3 AR . o . ievidence | = §
1. Credit sales 1. Examine sales book o a. Sales book
2. Examine sales invoices - b. Sales invoices
3. Examine numerical sequence of ¢. Goods outward
- source documents generated notes
- within the organisation. d. Transporter’s receipt
' Examine treatment of additional - e. Purchase order

charges and trade discount
4. Routine checking
5. Examine cut-off points

2. Sales return 1. Examine sales return book , a. Sales return book
. 2. Examine credit notes , - b. Credit notes
3. Examine cut-off points c¢.- Inward return notes

d. Inspection reports

Vouching of purchase transac_tions

Credit pu rchases ' o |
6.8-1 The auditor should vouch credit purchases by following the audit procedures
mentioned below (see Table 6.2 also). '

() Examine purchase book - The auditor should examine the transactions
recorded in the purchase book with reference to related purchase invoice
and other supporting documents attached to it - purchase requisition,
purchase order and receiving report or goods received notes.

(i) Examine purchase invoices - The auditor should select a small sample of
vendors' invoices at random and should conduct audit in-depth on them

n ner
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(iid)

(iv)

VOUCHING OF PURCHASE TRANSACTIONS Para6.8 .

ie,trace the S : .
goods for ac:;a?sacufm from placing the order to the entries in inventory
al receipt and payment made to the suppliers.

Examine th

ould ensut:‘enrhmerlcal sequence of source documents - The auditor

SHPEhasE Fequi lat numerical sequence of source documents such as
quisitions, purchase orders, receiving reports and vouchers

have been maintaj s
il maintained and missing numbers have been duly accounted

f:i&;l;l: il‘i:l:;fot[if points - In orderto ensure that pt{rchases were recorded
e iire cut-offme when title was passed to the client, tl?e.audltor should
o ersand poml.s on prenumbered purchase requisitions, purchase

. goods received notes, The auditor should, then, trace the goods
received notes pertaining to a few days before the end of the period under
audit to the related purchase invoices. Such a comparison would ensure
that purchases represented by such invoices have been recorded as the
purchases of the period under audit.

6.8-2 Purchase returns

(9

(i)

(i)

Examine purc.hase return book - The auditor should examine purchase
return book with reference to copies of debit notesissued to suppliers and
outward return notes. ' S

Examine debit notes - The auditor should examine the copies of debit
notes with reference to goods outward return notes, original purchase
invoice and advice note for returns. He should also examine whether
returns have been properly authorised and debit notes are prepared by
the person authorised to do so. i S

Examine cut-off points - He should trace the outward returns notes and
transporters’receiptspertaining toa few days before the end of the period
under audit to the related debit notes. Such an examination would reveal
whether returns represented by debit notes have actually been recorded
as the purchase returns of the period under audit.

o 'TABLE62
VOUCHING OF PURCHASE TRANSACTIONS
Itemn " Procedures for vouching - . -  Relevant documentary .
_ LT S N Y evidence ?
1 Credit purchase-s' 1.. EQamine purchase book a. Purchase book

2, Purchase returns

2. Examine purchase invoice Purchase invoice

b.
3. Examine the numerical ¢. Purchaserequisition
sequence of source documents d. Purchase order
e. Goodsreceivednotes
a

4. Examine cut-off points
Purchase return

Examine purchase return

]
.

book bool.c
2. Examine debit notes b. Debit notes
3. Examine cut-off points c. Goods outward
’ notes
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tltemn " Procedures for vouching ' * Relevant documentqy,’

E

' d. Advice note
e. Original purchase
invoice.

—————

Vouching of cash receipts or debit side of cash book .

General approach

6.9-1 The usual vouching procedures for cash receipts are discussed below :
() Examine cash book « The auditor should examine cash book with refer.

(i)

ence to relevant documentary evidence, for example - carbon copies or
counterfoils of cash receéipts, letters of confirmation for verifying bal.
ances outstanding against debtors’ name, tenancy agreement (in case of
rent received), broker’s sold note (in case of sale of investments), etc,
These vouchers should be examined for all necessary details such as date,
amount, authorisation, etc. A

Examine the counterfoils of pay-in-slips - In a business, having satisfac-
tory internal control system, all the cash/cheques received should be
deposited into the bank account on the same day. The auditor should
compare the dates on the counterfoils of pay-in-silipsrelating to deposit of
cash/cheques/drafts into the account with the dates entered in the cash
book and should enquire into the causes of delay, if any. He should be
careful with regards to the dishonoured cheqgties returned by bank and
bills of exchange discounted but not yet settled. In case of disagreement
between passbook balance and the balance shown by cash book, the

‘auditor may prepare a bank reconciliation statement. . .

(ii))°

@)

Examine the carbon copies of receipts - The auditor should examine the
carbon copies of cash receipts which are issued as acknowledgement by
the entity. These receipts are generally printed and consecutively num-
bered. He should examine the particulars relating to date, amount,
signature of proper recipient authority'and name of the payee and on
what account cash has been received from him. He should ascertain
whether all the cash receipts have been entered in 2 numeric sequence in
the cash book. If any, receipt is lost or its duplicate copy has been issued,
a responsible official should have authorised it.

Routine checkin g-The auditi)r should examine the arithmetical accuracy

. of cash book, carbon copies of cash receipts and counterfoils of pay-in-

slips and posting of transaciiqns from the cash book to relevant ledger
accounts. S

6.9-2 Vouching of cash sales

(0

Examine cash book - The auditor should examine the cash book with
reference to daily cash sales summary and copies of cash mermos. If
automatic cash recording machines are being used by the entity, the
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6.9-

VOUCHING oF CASH RECEIPTS

auditor should use |
: ocked-
machine for reference, In ¢

in cash book should be ¢co

« (i) Examine cash
and— :

Para 6.9

in totals of cash received as shown by the
ase computerised tills are being used, entries
mpared with till records. . 3

me - r 1 ’
T_nosl _The auditor should select a sample of cash memos

(@) E ine's . _
( ) Examine whether the prices charged, discounts allowed and rates

of sales tax chareed : .
- ged, as shown by cash mem
properly authorised. y cash memios are correct and

() Tra : -
(%) sun:fnt:em through the salesmen’s summaryto cashier’s cash sales
i B 1y and the gate-keeper's goods delivered summary.
Xamine whether the dates on «
cash memos and cash sales sum-
mary are the same, |

(iz;.x) Examine the counterfoils of pay-in. ‘ The audi ' .
o EEirEPEsle of payein pay-in-slips - The auditor should examine the

| the d : ~slips with reference to cash sales summary to

N ensure the deposit of entire sales proceeds into the bank on the same day.

(iv) Routine checking - It should constitute the following—

(@) Checkingthe arithmetical accuracy of cash memos, cash sales sum-
* ~mary and gatekeeper’s goods-delivered summary. =

"+ (b) 'Examining the classification of cash salés to ensure posting to

o ~ correct accounting heads, in particular, amount collected as sales
B tax to sales tax account. <t T T

;f-’

o SRR Tt

3 Rentreceived = . .

() Examine cash book - The auditor should examine the cash book for
rent received with reference; to the carbon copies/counterfoils of ren:
7'6C€ipt5 g g § b owm e e BOBR e B BEGERE iy .‘,5 s .

(i) Examine rent receipts .. = .. - . L0 :

(@) He should examine copies of rent receipts issued to tenants with
... .reference to, rent bills raised by the client.- e

. (b) Ensure these bills are raised as per the terms and conditions of
1 . lease deeds or tenancy agreements and obtain a list of properties

. lying vacant and a separate list of properrie.sf b_eing occupied.
(¢) Examine the rent receipts for details such as whether the date
and amount of rent payable (as per tenancy agreement) and that
of actual payment (as indicated by rent receipt) are the same;

“ . Wwhether there is a proper break-up of rent receipts into rental

income for the period under audit, rent received in advance and

outstanding rent collected for previous periods.
ha terfoils of pay-in-slips - The amount collected throug
“g Exami_ne.ﬂ:: :lfg:lcf be deposited into the bank account and the date and
;e,n é l:icte;?such deposit should be checked with reference to counterfoils
m s . i 1 . "

" of pay-in-slips. wards rent outstanding - The auditor should vouch

it P tionto . -y
(iv) 'farigg;fsl?;f?:ltﬁé with reference to tenancy agreements, rent bills, confir
e
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VOUCHING @ ' ' 11¢

matory letters from tenants and list of properties occup ied. In case rent;

are doubtful, adequate provision for rent outstgndmg shoglc? have beey,
made. ' : . _
Examine other relevant vouchers In case of disputes - In Casﬁl ?if d‘SPu}es
relating to rent, pending in a court of law, the aud}tor shc1> €Xamine
other relevant vouchers such as correspondence with t%le_ awyers,
Routine checking - The auditor should check arithmetical i{ccuracy of
rent bills and rent receipts and ensure amounts c.ollectgd under varioys
heads, e.g, taxes, water and electricity along with rent, are posted to
correct accounting heads.

6.9-4 Dividends and interest income : f ‘ :

O]

@@

(iii)

(2v)

Examine the cash book - The auditor should examine the cash book for
dividends and interest income received with reference to counterfoils of
dividend/interest warrants or the forwarding note (received frogn the
borrower along with the cheque/draft relating to interest), broker’s note
in case of cum-dividend/interest purchase of securities and such other
relevant vouchers, . ; :

Examine the dividend/interest warrants or the foi;warﬂing note

.{a@) The auditor should examine these warrants with reference to
schedule of investients or schedule of loans and deposits pre-
pared by the client and calculate the amount received which per-
tains to the period under audit and amount outstanding.

() He should trace a sample of dividend/interest received from cash
book through dividend/interest warrants to investment certificates
and their deposit into the bank. ‘ W g

Pay special attention to interest outstanding - The auditor should vouch
interest outstanding with records of investments and loans and exarmine
its proper disclosure in accounts. . Con

Exan?ine recording of dividends and interest at correct amounts - In
certain: cases, dividends and interest are received by the client after
deduction of tax at source. The auditor should ensure that dividends and

interests are recorded at gross amounts and tax deducted at source has
been debited to Income-tax Account.

6.9-5 Commiss_ion

(A

()

Examine the receipt of commission In the cash book - The auditor should

examine the receipt of commission in the cash book with counterfoils of
the cash receipt. '

ExamIine counterfoils of the cash receipt - The auditor should examine the
counterfoils of receipt of commission with reference to the agreement
between the client and the parties from whom it js receivable ci' copy of
account sales (in case of goods received on consignment) or bank advice
(in case of commission received from abro ad) and relevant docu mentary
evidence in other cases, This would help him in verifying details such as
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due date of commissio

similar relevant facts.
(ii) Examine pay.

deposited int

n, basis of calculation, rate, mode of payment, and

In-slips - The auditor should ensure that money has been
o the bank by reference to counterfoils of pay-in-slips.

(iv) RDUﬁne checking - The auditor should make all the neces sary calculations

himself and also examine posting to the appropriate ledger accounts.
TABLE 6.3
. _ VOUCHING OF CASH RECEIPTS
them o . Procedures for vouching =~ Relevant dacumentary,
L A il Tt evidemece
1. General approach 1. Examine cash book a. Cash Book
2. Examine the counterfoils of b. Counterfoils of
pay-in-slips pay-in-slips
3. Examine the carbon coples ¢. Carbon copies of
of receipts - receipts
4. Routine checking d. Relevant documen-
: tary evidence
2. Cashsales . 1. Examine cash book - a. Cash book
i s 2. Examine cash memos b. Daily cash sales
3. Examine the counterfoil of - summary
pay-in-slips ¢. Cash memos
4. Routine checking d. Salesmen’s
summary
e. Goods dehvered
summary

f. Relevant ac:counting
heads in ledger

3. Rent received 1. Examine cashbook - * - .- .a. Cash book
2. Examine rent receipt - b. Rent receipts
3. Examine the counterfoil of -~ ¢ Rent bills
: pa y-m—sllp . .

4. Pay special attention towards  d. Lease deeds/Ten-
rent outstanding - - - - . ancy agreements

5. Examine other relevant vou- - e. List of properties
chers in case of disputes | lying vacant

6. Routine checking : 1. List of properties

| _ . being occupied
_. P Co A g Counterfoils of
' . . . pay-in-slips

h. Confirmatory letters
from tenants

t Correspondence
i o with the lawyers

n ner
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iltem ‘ocedu fo uchin, o Relt?van?d??yzme”fﬂ’y‘f
Elrem Procédures for vo £ . . “evidence ° ki

Fad

4. Dividends and

interest income

5. Commission

L

k5 Ledgér (for i'elc_e;;:;

accounting heads)
1. Examine cash book | a. Cash bqr?gils -
2. Examine the dividend/interest - 5. Counte of divi.
" warrants dend/interest war-.
3. Pay special attention to interest rants Ort ‘i;orwardmg
outstanding notes, etc. ‘.
4. Examine recording of divi- c. Schedulle o mvsst-
dend and interest at ments, loans an

correct amounts I -deposits
' d. Investment certifi-

s ' cates

1. Examine the receipt of commis- a Cash book
sion in the cash book

2. Examine counterfoils of the ¢ 4. Cash receipts
receipt . ‘ ‘
3. Examine pay-in-slips = - - c. Agreement between
4. Routine checking . ...j:. .~ - client and third
s | por ger wem B oo B parties or account
2f b B . sales or bank advice
.t a0 % d Counterfoil of
il : pay-in-slips

Vouching of 'c‘::a_sh_ playrji'l__ents |

General approach

6.10-1 The general vouc'h_'iﬁg' procédurés in respect of cash payments are men-

tioned below: -

Ao j o

() Examine the i)é)?n‘ieﬂts in the cash book - The auditor should examine the
entries in the cash book with reference to the relevant Payment vouchers.
He should pay special attention to details such as—

@

. arithmetical accuracy of the voucher.

®

©

The date, amount, serial number, account head, validity and

Voucher should be supported by relevant documents, for example,
voucher for payment shown in cash book for frej ght and carriage
expenses should be supported by bills submitted by transporter
or carriage company and receipts issued by them to the client.

The auditor should examine whether the cask memo against which
payment has been made is in the name of the client, payment
relates to the nature of business, goods/ services mentioned therein

are in conformity with specifications by the client and cash memo
pertains to the period under audit.
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(@ The payment has b

(i)

(i)

6.10-2 Cash purchases

(D

@
(iid)

VOUCHING OF CASH PAYMENTS - Para 6.10

een classified properly between capital expen-
© Th € expenditure. . - . . -

€ Payment is properly authorised.
Examine the bank statement

ture and revenu

auditor ; - In case of payments made by cheques, the

should :ﬁscx.lg ;’.‘a{nme the numerical sequence of cheques issued and

check that each 1ssing numbers are properly accounted for. He should

to a corre entry in the bank column of the cash book can be traced
sponding entry in the bank statement.

Routin : < e

i theeaﬁnecking . The auditor should perform routine checks to estab-

i thMEtlcal accuracy of the cash memos and the cash book by

corrg: g dii totals, balat}c_es and carry forward of balances with the
tinporl? g accounts in the ledgers. He should also examine the

posting of entries for payments in the relevant ledger accounts.

Examine the payment in the cash book - Péyﬁlérif for cash purchases

shoulf:l bevouched against the cash memosor receipted invoicesissued by

Supphers‘ _- - .-.- = Ea I“.’; dife To _u'-‘l-’ S " L

Examine stock ledger - The entries ini stock ledger should be verified as an

evidence of the goods having actually been received.

Routing checking - The auditor should perform routine checks to ensure

arithmetical accuracy of transactions recorded. . :

anle

6.10-3 Wages and salaries © - .. =i - -0

)

()

. department and base 'd

Examine the payments shown in the cash book - The auditor should
examine the payments made for wages and salaries and shown in the cash
book by reference to pay-roll summary or wage sheets or salary register.
He should-ensure these have been properly signed by a responsible
official. ' I ;| i
Examine the pay-roll summary - As alrea@:ly‘ sté.te'd in Chapter 4 (pa}ra-
graph 4.10-7), the pay-roll summary is pi‘epa_tredj bylth:e; pay-roll f!.mctlon,
It computes employees’ gross and net earnings by using authorised pay
rates and pay-roll deductions information. Suppll.ed by .the personnel
ata supplied by..prodgcngnﬁde&artmenﬁ. The
. ; 4 ies' is: acknowledged by the worker or
receipt of the Wese® & sal.angiu;se 2(1:1 the payroll summary or salary
employee eithie th.rough . Slg?‘. In order to eniu);'e that accurate amount

‘ te arate receip : s A
register or by a sep and salaries, the auditor should examine

istri wages :
?1:; ;;;?:ﬁs :S;lrl:lzc:l'yagf fe\gy selected months in detail, He should, while

: 2 such summary, pay special attention to the following points:
e~ tiovi of wages and 'salaries. Ensure rate or

omputa b 2
(@ _Chec{k : };?_: ‘ff;gz, and salaries is in accordance with legal regula-
B tual requirements. * 7
] h as income-tax, provident fund

schemes made from the wages

tions or contrac g, e
' tatutor Lictions suc

. Check the statutory deax _
@ gnd premium for group insurance
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with reference to the returns submitted to the concerned author;.
ties and receipts/acknowledgements issued by such authorities,

(6) Examine other deductions such as recovery of housing loans with

reference to relevant registers. -
(d) Perform routine checks to verify the arithmetical accuracy of the

pay roll. .

(¢) Compare the signatures of a samplé of employees, indicating
acknowledgement of receipt of wages for two or more months. If
payments have been made to a representative of a worker, the
auditor should examine authority letters. -

() In order to ensure that no dummy workers are included in the
pay roll summary, he should check the names of some of the
workers as mentioned in the summary with job cards. He should
obtain a list of employees who have retired or left the entity dur-
ing the period under audit and ensure that they have not been
included in the pay roll. = Emog o

() In case of employment of casual labour, the auditor should ascer-
tain whether proper authorisations have been obtained for such
‘employment. He may pay a surprise visit on the site of employ-
ment of casual labour to assess the accuracy of attendance records
maintained at the site. " = '

(ii) Examine unclaimed wages carefully

(@) Inthe case of unclaimed wages, a schéduleis generally prepared
. by the client’s staff showing the names of workers, the amount
- due and the period covered. The auditor should examine such a
schedule and ensure that the said amount has been deposited into
abank in a separate account by referring to counterfoil of pay-in-
slip. -
(b) In organisations where unclaimed wages are deposited with the
~main cashier, the auditor should vouch such deposit with an
acknowledgement letter duly signed by cashier.

() Subsequent payment out of unclaimed wages, should be verified
-with reference to separate vouchers which should also be signed
by the head of department to which the employee belongs or by
concerned supervisor. Such signatures are necessary to certify
proper identification of the employee.

6.10-4 Freight and'carriage:expenses' _

() The auditor should examine the payments shown in the cash book for
freight and carriage expenses with reference to bills and starements of
accounts submitted by transporters and clearing and forwarding agents
and also with the receipts issued by them.

(i) The bills should be in the name of the client and rebate should be properly
adjusted and should be arithmetically correct.



http://scannergo.net/?utm_source=pdf&utm_medium=watermark&utm_campaign=scannergo

- : VOUCHING OF CASH PAYMENTS Para 6.10

(i) The auditor should ens
properly capitalised. uretha

() Paiyrnems by cheques should be traced to bank statement.
£.10-5 Repairs and renewals
() Check the .
0 ey E}ag:;;‘:;t for repairs and renewals shown in cash book with
stafl GF Comractormzf;;zs .;howmg estimates submitted by maintenance
obtained for labouy, el g(iars'g:izj”al purchased and acknowledgements

i) Arithmeti '
(_fi’ ) ical accuracy of documentary evidence should be ascertained.
(ii) Repairs should be charg
diture.

t the expenses in respect of fixed assets are

ed to profit and loss account as revenue expen-
6.10-6 Agent’s commission

) The paym .- L .
¢] comgiizsi ::t to agent for his commission is checked with reference to
account, sales reportsent by him and agreementbetween the

clientand the agent for detail issi
U ssuch
s | chas x"ate of commnission and otherterms

(i) Theauditorshould check the relevant calculations himself and trace such
payments to bank statements.

TABLE 6.4
VOUCHING OF CASH PAYMENTS

1. General approach 1. Examine the payment in the

" Relevant documentary'.

. evidence ' :

e ol A O St B

a. Cash book
cash book ,
2. Examine the bank statement ~ b. Relevantdocuments
3. Routine checking - ¢ Bank statement
2. Cash purchases 1. Examine the payment a. Cash book
in the cash book ' '
2. Examine stock ledger ' b. Cash memos
_ . Routine checking. ¢. Stock ledger
3. Wages and salaries . Examine the payments in the a. Cash book
cash book
_ Examine the pay-roll summary  b. Pay-roll summary

. Examine unclaimed wages

carefully

- 0

Job cards

Returns submitted
to various autho-
rities

Relevant registers
Authority letters

Schedule of unclai-
med wages
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[N Procedures for vouching - Relevantdocumema,yt

vzden(:' -

i

4 Fretght and

carnage €xpenses

5. Repairs and

renewals

r
R A

S TAR] Pty
¥ .
(R

- .f.;-'z..

2.

. Examine cash book " -
Examine bills of transporters_ :
Examine accounts to ensure -

proper classification of
- expenditure . -

Examirne bank statement' !

. 'Examine cdsh book = -

Examlne other relevant
¥ documentary ewdence

gt o b
6. Agent's commission 1 Examme cash book
g oo v R R

......

Exan‘tine dther relettént [
..+ - documentary evidence .

| "a Cash book
b Statement of

‘, accounts and

"y recelpts received

- from transporters

g Bank statement

d Ledger (relevant
' accounts)

|’ @ Statement Of

estimates

£ -, . b. ) Bﬂls, étC. .

N a. Sales repert of the
i '__ | agent )
b Agreementbetween

agent and the client

s c. Ledger(Conmnssmn

“Ale)”
d. Bank statement
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