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Rule 13(1) of Companies (Accounts) Rules 2014

e Person to be appointed as internal auditor shall cither be a chartered accountant or a
cost accountant, or such other professional as may be decided by the board. Internal
auditor may or may not be an employce of the company. Chartered accountants mean
a chartered accountant whether engaged in practice or not. [Section 138(1) and
explanation to rule 13(1) of Companies (Accounts) Rules 2014].

e Internal Auditor cannot be appointed by the Board by passing a resolution by
circulation. [Section 179 (3) (k) and Rule 8(4) of the Companies (Meetings of Board.

and its Powers) Rules, 2014].

e Statutory Auditor shall not be appointed as Internal Auditor of the Company [Section
144 (a)].
For appointment of an internal Auditor and conduction of Internal Audit of a
Company under Section 138 rcad with Rule No. 13 of the Companies (Accounts)
Rules, 2014 provides:-

1. Ensure that internal auditor proposed to be appointed shall either be a chartered
accountant or a cost accountant, or such other professional as may be decided by
the Board to conduct internal audit of the functions and activities of the company.
[Section 138 (1)]. The person so proposed to be appointed as internal auditor may
or may not be the employee of the company.

2. Obtain written consent and a certificate from the proposed internal auditor to the
effect of his eligibility under the Act.

3. Issue not less than 7 days notice and agenda of Board mecting, or a shorter notice
in case of urgent business, in writing to every director of the company at his
address registered with the company and call a Board Meeting to appoint an
Internal Auditor of the company and to fix his remuneration [Section 173(3)]. Also
follow the procedure prescribed for issuing and signing of notice of Board

Meeting.
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4. Hold a meeting of Board of Directors - N

e To pass the necessary Board Resolution for the appointment of an internak
Auditor of the company and to fix his remuneration.

e To authorize Company Secretary or any Director to sign and file the relevant
form with Registrar of Companies and to do such acts, deeds and things as may
be necessary to give effect to the Board's decision.

5. Prepare and circulate draft minutes within 15 days from the date of the conclusion
of the Board Meeting, by hand/speed post/registered post/courier/e-mail to all the
Directors for their comments. Also follow the procedure prescribed for preparing,
circulation, signing and compiling of Board Minutes (Secretarial Standards-1)

6. In case of a public company, file a certified copy of the Board resolution
approving the appointment of an internal auditor with the registrar in Form No.
MGT. 14 under Section 117 of the Act along with fee as provided in the
Companies (Registration offices and fees) Rules, 2014 within 30 days of passing
Board Resolution. [Section 117(3)(g), 179 (3)(k) and Rule 8(4) of the Companies
(Meetings of Board and its Powers) Rules, 2014].

[A Private Company is not required to file MGT-14]

7. lIssue the appointment letter to the concerned Internal Auditor.

8. In case of companies which are required to constitute an Audit Committee under
section 177, the Audit Committee of the company shall and in other companies the
Board shall, in consultation with the Internal Auditor, formulate the scope,
functioning, periodicity and methodology for conducting the internal audit of the
Company. [Rule 13(2) of the Companies (Accounts) Rules, 2014].

9. The Central government may make rules to prescribe the manner and the intervals
in which the internal audit shall be conducted and reported to the Board [Section
138(2)].
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The very prime objective of management is to cover up all the areas of the activities
- by Internal Audit for which detailed scope of works has been- formulated. The Internal Audit
will aim at ensuring proper and full compliance of rules, orders, procedures as prescribed and
to avoid inefficiencies as well. The objcctive of getting the internal audit work through
professional firms is to get maximum benefit of professional skills and also to meet out the
requirement of various enactments e.g. relevant laws, IndAS, Companies (Auditors Report)
Order 2020 (as amended time to time), Indian Companies Act 2013 as regards to provision of
audit committee and Auditors’ report of Govt. Companies and applicable provisions of
Income Tax, GST etc. The accounting and audit work should be ensured through ERP

module wherever possible.
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Sco e of Work

Empanelled firms of Chartered Accountant/Cost Accountant will be required to
examine and check all the Primary Books of Accounts and Subsidiary records incidental to
the working of company Headquarter/Zone/Circle/Division/Sub-Division on manual basis as
well as through ERP module, as the case may be.

The irregularities noticed/found will be grouped under the following sub heads:

1- Serious Financial Irre ularities - which results in financial loss to corporation i.e.
embezzlement and use of financial powers beyond limits, as envisaged in various and
expenditure over and above budgeted limits.

2- Normal nature Financial Irre ularities- diversion of funds and irregularities of similar
nature, which may cause temporary loss to the corporation/Discoms.
3- Procedural Irre ularities- which resulted due to non compliance of prescribed
procedures.

A sample Scope of Audit has been prepared as below, which can be modified as per
any special requirement of Corporation/DISCOMS for the particular unit/division :-

1- For Internal Audit purpose Test Month will be decided by the Internal Auditor for each
block of Audit Periods. The selection should be on the basis of maximum expenditure in the
month of the audit period. Internal Auditors will conduct Internal Audit for the said Test
Month i.e. complete vouching of Cash Book of the Units/Divisions and adjustment vouchers.
However, the internal auditors shall have access to the records for the entire period covered
under audit and may check the same, if deemed fit to form an opinion. Rough Audit Note
will be issued for daily observation and reply of the same will be collected.

2- All the transactions of the Test Month, selected as above, will be checked thoroughly and
the effect of all the transactions of the test month will be highlighted. Further, the

transactions of other months of the year will also be test checked by the Internal Auditor.

3-(A)-Transactions related to establishment: - In this regard, the following transactions/
documents will compulsorily be audited:-

(a) All employees data, captured on ERP System.

(b)  (a) Test checking of maintenance of service book, pay scroll, leave account,
pension case and other establishment matters.
(b) Checking of List of employees, who retired last year and current year, and to
ensure that their terminal benefits are processed.

(c)  To ensure compliance of IndAS-19.

(d)  Service Book (Pay fixation, leave availed, service verification, leave entitlement,
annual increment, last pay certificate etc.)

() Incumbency Register (New appointment/posting transfer, retirement etc.)

® Documents related to the transactions of stores material and T&P especially in
connection with the issue of no dues certificate to the employees.

() Miscellaneous advances accounted for and disposed off against the officers and
officials.

(h)  Checking of opening of temporary Advances Imprest and Permanent Imprest and
their adjustment within reasonable time.

(1) To tally the list of the employees going to be retired with their service book,
personal file, incumbency re ister.
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0)

k)

D

(m)
(n)

The position of the finalization & submission of GPF/CPF schedules and
submission of consolidated statements to UP. Power Sector Employees Trust so
that Trust may issue the GPF/CPF slips well in time.

To ensure that all the papers required for pensionary benefits of the retired as well
as of the deceased employees as per rules, and their timely submission to the
competent authority, so that the objections, if any, may be removed timely.
Checking of Pay bill Register/T. A. bill Register.

Checking of the final payment cases of pension GPF/CPF or timely submission of
documents to concerned authority.

Checking of GPF/CPF Schedule of the employees in accordance with accounts.

3 B -Transactions related to Works.

(a)

(b)
(©)

(d)
(e)

®
€y

()
®
)
(k)
0y

(m)

Tender procedures for inviting tenders should be checked and minutes of meeting
should be verified with regard to budget provisions, their administrative and
financial approval, work orders, supply orders, estimates as per list of tender
floated and decided/cancelled by the unit. Work Orders/Supply Order or
agreements issued during the Test Month for carrying out/execution of
work/supply shall be fully checked since publication of tender to its finalization. In
addition to above, the entire cases of purchases/works decided by various tender
committees during the year are required to be checked.

Checking of Lol/Agreements as per register/list of total contracts/work-
orders/supply orders running in unit/division/Sub-division.

Payment Status/ Verification of bill status as per report online for samvida portal
in case of labour/Contractual payment.

Provisions of verified /non verified portion of agreement/Lol.

List of unpaid bills/Liability with the reason thereof which remain unpaid, during
the last day of preceeding March and provision thereof.

Checking of itemwise receipt and utilization of funds so as to ascertain the
diversion of funds, if any, in the office/unit/division under audit. Such list be
produced.

Thorough checking of the transactions of main cash book and subsidiary cash book
(Pay & T.A.) and physical verification of the cash as per balance of the cash book
on current date.

Verification of the transactions of SJ 1 to 4 with the related vouchers and Invoices.
Checking of the stock accounts- issue and receipt of stock and T&P.

Checking of Physical verification reports of the stores material/inventory/ T&P.
Checking of the ERD/Suspense Register with the cash book and monthly accounts.
Deduction of Tax (TDS) and Collection of Tax (TCS) and its remittance and
filling of returns in time. List of unsettled notices of Penalties imposed by Income-
Tax Department for non- deduction/collection, for short deduction /collection and
late filling of returns.

Verification of Assets and Checking of Fixed Assets Registers. Also to guide/assist
in preparation/maintenance of Fixed Assets Registers as per requirement of the
AQJChecking/certiﬁcation of Depreciation provided by Unit.
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(o)
()
(@
()

(s)
®

(v)

W)

(W)
()

Checking of Completion Report of various completed works in Unit during the
year and its capitalization.

Checking of monthly accounts with the balances of subsidiary books and records.
Certification of Opening Balances.

All payments relating to execution of work/supply of material shall be fully
checked with Measurement Book and order issued.

Checking of Advances given to Contractors/Suppliers for execution of
work/supply and its adjustment as per specified norms/rules.

Checking of the pending cases with the courts vis-a-vis occurring of contingent
liability.

Checking of the log book of the Car/Jeep etc (Departmental vehicle)

Checking of the papers related to the Bank Reconciliation statement of the banks
of the division/unit and actions and accounting thereof.

Checking of the reconciliation of Cash IUT, AG-33, AG-34.( Remittances to HQ
& receipts from HQ.

Checking of the Register of ATD/ATC, Debit note/Credit note, WMDR/ WMCR
with cash book/monthly accounts and its accounting after adjustment if any, and
confirmation as the case may be in order to clear IUT.

Checking of the Register of receipts/issue of M.B.

Checking of accounting of the payment of interest and repayment of loans and
loan/grants/subsidy in accordance with the Loan agreement instructions of Govt.
orders (In case of Co./Discom HQ/Offices, it should also be checked in accordance
with the order issued by UPPCL/Discoms).

3 C - Checkin of the records documents related to Revenue

(a)
(b)
©
(d)
(€)
®

€y)
(h)

(i)

Sanction of Load with records/register with online report.
Register of the agreement of consumers as per online report.
Reports of new connection released at division sub-division level.
Ledgerisation as per division /sub-division records tallying with online reports.
Issue of first bill of new consumers with reference to connection application.
Checking of reconciliation of revenue realization and its remittances with revenue
cash book and with main cash book at the end of the month.
Checking of the particulars of R-4 & R-5 with the cash book and bank statement.
The following issues related to Revenue Assessment:-
i.  100% checking of the bills of heavy consumers and their posting in consumers
ledgers as per latest tariff/rules.
ii. To check applicability and implementation of Tariff in the online billing
system.

iii.  Checking of the N.R., LD.F., A.D.F. bills & bills revision register.
iv.  Revenue assessment in case of theft, raid and burnt & jammed meters.

The following issues in connection with revenue receipts:-
i.  Checking of Revenue Cash Book (Computer/Manual both).
ii. Checking of reconciliation of Revenue Cash Book and revenue realization
statement as per online System.

m .
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iii.

iv.

)

i.
ii.

iil.

iv.

(k)

i.
ii.

iil.

iv.

V1.

vii.

viii.

iX.

xi.
xil.
xiii.

Xiv.
XV.

Xvi.
Xvii,

o

To check whether the revenue received from the consumers as well from
facilitator has been deposited in division timely and remitted in time to the

bank also.
Checking of the remittance deposited in bank on the basis of bank statement/

Statement from service provider and booking in cash book.
User id wise detail of cash collection and booking in cash book on the basis of
online report.

The following issues related to dishonored cheques :-

Checking of minus entries in Revenue Cash Book.
Checking of charging the amount of dishonored cheques, bank charges and

surcharge to the consumer concerned.
Checking of the realization of the amount of dishonored cheques (by cash or

bank draft).
Ensuring whether no facility to the consumer for further deposit of revenue

through cheques for payment and report, if any.

Other revenue matter to be checked :-

Checking of input/output data of computer/manual billing.

Checking of the cases of disconnection of defaulter consumers as per online
report.

Checking the cases of permanent disconnection and waival of fictitious dues as
per online report and accounts.

Checking of the maintenance of the records/documents required as per section
3 and section 5.

Investigations of the appeals against 'Shaman Shulk and its final disposal.
Checking of the records relating to waiver of the LPS by Govt. /one time
settlement as per OTS register and online collection report.

To check the cases of the electricity dues received from consumers in
installments as per register /online report.

To check the bills of temporary connections and realization related thereto, to
check the extension of temporary conncection.

To check bank reconciliation statement of the Revenue Cash Book with Bank
account (Revenue), to check adjustment of old entries appearing in the
reconciliation statement

Old and pending cases of embezzlement.

Cases of the sanction of the load reduction.

Security received from the consumers and interest thereon and its accountable.
Checking of the commercial statements (R-1, R-2,CS-3, CS-4, SG-iv) and its
correctness

Implementation of orders related to Revenue receipts issued by UPPCL.
Checking of the Register of money Receipt Books from HQ and its issue to the
collecting agents.

Checking of the used receipt books and its return.

Cheking of Bill Revision Register and relevant records for bill revision by all

concerned staff.
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ii.
iii.

1v.
Vi,

vii.

viii.

@;@g

Other Im ortant Matters to be checked :-

Thorough checking of the agreements of sale, purchase of energy from Central/ State
level, Wheeling charges (Receivable & Payable), Surcharge (Receivable & Payable),
Rebate (Receivable & Payable), U.L. charges/Reactive energy charges (Receivable &
Payable), Sale/Purchase/Reconciliation of Co-generation/Bio Energy in accordance
will the instructions and rates/guidelines prescribed so far by the central/State
Electricity Regulatory Board/the management/NRPC and accountal of these.

Detail/ ledger of fund released for payment of Power Purchase.

Detail of Power Purchase and their allocation towards discoms with accounting
Procedure.

Detail and types of fund/loans/grant and subsidy received from Govt/REC/PFC and
their allocation to Discoms with accounting procedure.

Detail of funds remitted to units/Discoms and to indentify and report non-receipt of
utilization certificate against them.

Checking of the statement of Annual Revenue Requirement (ARR) submitted by

Corporation Discoms presented to UPERC.

Checking of the agreements made for sale/purchase of energy and its impact on

accounting.

Insure that units have complied with the accounting policies of Corporation. This

work will also include:-
Checking of all necessary provisions in the accounts along with lists. Also
checking of progressive Dr./Cr. figure of final accounts with the monthly booking.
Checking of misc. receipts and their proper accounting in books of accounts.
Checking of Maintenance of all essential registers/accounts records i.e. Security
Deposit Register, Misc. Advance Registers, Purchase Register, Rent Register, Inter
Unit Transfer/Acceptance of ATD. Inter Corporation transaction and its
reconciliation with respective Corporation. Register of legal cases etc. (List is only
indicative not exhaustive), but to ensure the list for Contingent Liabilities for
Balance Sheet is prepared and submitted.
Checking of all important lists of balance i.e. Misc. Advance, Purchase, Deposits,
Advances, IUT etc. consumers ledger (List is not exhaustive) and matching of list
with the book balances.
Checking all essential statements to be attached in the Annual Accounts i.e.
Quantitative data, Statement of outstanding of SSI Units/units covered
underMSMED Act, 2006. Contingent Liabilities Tax Audit Report, Statement of
Investments etc.
Checking scrutiny and adjustments of Bank Reconciliation Statements, Funds
reconciliation (i.e balances available last day of the audit-year and its details,
itemwise) and other Reconciliation Statements e.g. with CSC/Payment
Gateways/Payment Facilitator/ Cash collection Centre/Self help groups etc.,
Reconciliation of pending Liability in Unit as per Register and Books of Accounts.
Checking and scrutiny of physical verification of Stores & Spares as well as T&P.
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ix. Reporting on timely remittance of all statutory dues eg. Income tax (TDS), Service
tax, VAT, GST etc and timely filing of respective returns, alongwith TCS wherever

applicable.
x.  Verification/Checking of opening balances of all numerical heads Specially IUT/Inter

Discom Transactions.

xi. The Internal Auditors while conducting Internal Audit will also ensure that in
accounts and in related accounting records required procedures have been complied
with in accordance with CARO 2020, IndAS and reports of statutory and

supplementary audit of A.G.
xii.  Validation of all balances brought forward from last closing balances in all the heads.

xiii. Checking any other matter/records/documents which he deems fit or important to

complete the internal audit his readable remarks for management.
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Enclosure-2

Internal Audit Re ort Format

INTERNAL AUDIT REPORT
OF

UNIT NAME
FOR THE FINANCIAL YEAR -——- -—- -
(PERIOD- FROM---—- TO---)

We [FIRM NAME] have carried out the Internal Audit of the [UNIT NAME] for the period ---
to as per offer /agreement no. [APPOINTMENT LETTER NUMBER AND

DATE]) of UPPCL. We have conducted the Internal Audit of the unit as per the detailed scope

of work Attached to the appointment letter and we hereby report that:

1- During the Period to in [UNIT NAME], following officers & staff were working

with the assignment /job mentioned against their name (All there details of employess must be

taken by auditors from the unit head dully signed.) :-

Sk Full Name Father/ Designation  Current Current  Employee  Audit SAP  Posting Date of
No. ofthe Husband Designation  placeof ID No. D Period Retirement
Officers/ Name Posting in the
Officials Unit

2- [TEST MONTH] has been selected as Test Month on the basis of

3- List of records not maintained/updated at [UNIT NAME] are as followes:

Name of Records Reason

W % F;Q.
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4- IRREGULARITIES RELATED TO THE ESHTABLISMENT
MATTERS ON THE POINTS OF AUDIT SCOPE:

(i) SERIOUS FINANCIAL IRREGULARITIES

(i) NORMAL NATURE FINANCIAL IRREGULARITIES

(iiij PROCEDURAL IRREGULARITIES

5- IRREGULARITIES RELATED TO WORKS ON THE POINTS OF
AUDIT SCOPE:

(i) SERIOUS FINANCIAL IRREGULARITIES

(iii) PROCEDURAL IRREGULARITIES

6- IRREGULARITIES RELATED TO RE NUE ON POINTS OF
AUDIT SCOPE:

(i) SERIOUS FINANCIAL IRREGULARITIES

ﬁ Wr— Q«, F" --Q age 18 of 21
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(ii) NORMAL NATURE FINANCIAL IRREGULARITIES

(iii) PROCEDURAL IRREGULARITIES

7-IRREGULARITIES RELATED TO OTHER IMPORTANT MATTERS:

(i) SERIOUS FINANCIAL IRREGULARITIES

(ii)) NORMAL NATURE FINANCIAL IRREGULARITIES

(iii) PROCEDURAL IRREGULARITIES

8-MISCELLANEOUS MATTERS FOR THE KNOWLEDGE
MANAGEMENT:

(a) SUBSIDIARY REGISTER & RECORDS

(c) PORT ONC MPLIANCES OF IND ACCOUNTING STANDARD IAS The

accounts and accounting records of the division complied Ind Accounting standards as

applicable on the unit.

(d) REPORT ON COMPLIANCE OF CARO 2020

OF
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(e) STATUS FP AL  RIFICATION T T

® PORT
(g) REPORTONF DUS OP
(h) T W O RESS
(I) Amount capitalized Basic of capitalization
(Completion Report)
(i) REPORTONREC N R OF
UnitoH A h tus

—— — —_ —— - ————— e —

() REPORT ON INTER-UNIT/INTER-COMPANY TRANSACTION WITH STATUS

(k) REPORT ON PAYMENT OF INTEREST AND REPAYMENT OF LOANS. (For company
HQ)

(' REPORT ON EXPEDITURE ON SUPPLY & WORK ORDERS.

9-REPORT ON STATUTORY TAX DEDUCTION & ITS REMITTANCES

A"

SUGGESTIONS:

%{ 0of21
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S e Annexure- A  art of Internal Audit Re ort

Para wise Responsibility Sheet For Irregularities Noted during Internal Auditof ........ (Unit

Sr.No. Pam Full Name of  Father/ Designation Current Current plnce of Employee Audit No. SAPID Dateof  Posting Period Assessed Loss
No. Person Husband Designation Posting D Retirement  in the Unit Amount
Responsible Name
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