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IN THIS SESSION

• Accounting process

• Traditional audit Vs Computerized 

audit

• Data Analytics - Spreadsheet
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Objective of this session:

“To understand the IT tools & use it in order to 

render Effective & Efficient assessments, which 

leads to success & satisfaction”
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Elon Musk 

In aerospace in order to create SpaceX

In automotive in order to create Tesla with

self-driving features

In trains in order to envision the Hyperloop

In aviation in order to envision electric

aircraft that take off and land vertically

In technology in order to envision a neural

lace that interfaces your brain

In technology in order to help build PayPal

In technology in order to co-found OpenAI,

a non-profit that limits the probability of

negative artificial intelligence futures



Can Audit Become Agile? 

Seven Keys To Thinking The Unthinkable

• 1st , active and broader involvement in disruption:

• 2nd , being prepared and adaptive

• 3rd , assessing the risk of future disruption

• 4th , proactive involvement in disruptive events

• 5th , flexible talent management

• 6th , flexible planning

• 7th , put new technologies to work.
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New & Emerging Technology –

Impact on AUDITOR• Mobility

• Cloud

• Digital Service Delivery

• Big Data

• Social Collaboration

• Block Chain 

Technology

• Artificial Intelligence

• Machine Learning

• IOT 

• Payment Systems

• Cyber Security

• Robotic
7

Embrace and leverage new

technologies in performing audit

work. Auditors need to be at the

forefront of adopting artificial

intelligence, cognitive computing,

and smart robots. Auditors need to

understand how technologies such

as blockchain work and how they

can be used in their organizations.

They must take advantage of

machine learning and data analytics

in their audit processes — real-time

auditing should be a requirement as

organizations implement new

business processes.



Audit under Computerization

• Automatic Markup Calculations

• Automatic reconciliations

• Easy examination of annual accounts

• Easy ledger scrutiny

• Comparison of periodical balances

• Reduction of cost and time.

• Decision on detailed search 
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Why IT to Officers
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Officers Functions IT Functions

Collection of information Input – Process – Output 

Summarizing & Classification Thru Arithmetic & Logical 
Operations

Analyzing Uses Hardware and Software

Interpretation & Decision 
Making

For Interpretation & Decision 
Making

Reporting Reporting

Let us do what systems cannot do



Relevant Tools to Officers

Let us integrate Officer’s functions with IT 
Tools
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Software Hardware

Word Processing Computers

Spreadsheets Printers

Database Networking

ERPs & Accounting software Communication devices

OS & Utilities

IT Functions thru following tools



Accounting for Software 

Income Expenditure

 Liability  Asset

 Debit Credit
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Rules of Accounting 

Type of Account Debit Credit

Personal The Receiver The Giver

Real What Comes In What goes out 

Nominal All Expenses & 

Losses

All Incomes & 

Gains 
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Flow of Accounting 

Understanding  the Transaction 

Voucher Entry 

Posting 

Balancing

Trial Balance

P & L Account Balance Sheet
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Structure of Accounting 

Ledger Accounts

Income 

Credit Debit

Liability AssetExpenditure 

Balance Sheet 

P & L Account
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Ledger Grouping 

Income Groups

Liability Group

• Expenditure Groups 

• Asset Group
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Profit & Loss Account Group

Income :

Direct Income 

Indirect Income 

Sales Accounts 

• Expenditure :

– Direct Expenses

– Indirect Expenses

– Purchase Accounts 
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Balance Sheet Group 

Liabilities : 
Capital 
Bank OCC/Bank OD
Current Liabilities
Duties & Taxes
Loans (Liability)
Provisions
Reserves & Surplus 
Retained Earnings 
Secured Loans
Sundry Creditors 
Suspense
Unsecured Loans

• Assets :

– Bank Accounts 

– Cash in Hand 

– Current Assets 

– Deposit (Assets)

– Fixed Assets 

– Investments 

– Loans & Advances (Asset)

– Misc. Expenses (Asset)

– Sundry Debtors 
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Inwar

d 

Supply

Outwa

rd 

Supply

Ledgers

Trial Balance

Financial 

Statements

ROC 

Forms

GST 

Compliances

IT 

compliance

s

For Input 

Details MIS 

Reports

Eg- purchase 

register

For outward 

supplies MIS 

Reports 

ZGSTR1

Present 

System
Proposed 

system

GSTR 3B/1 is 

prepared without 

predefined formats 

by using ZGSTR-1

ITC not captured 

not availed

9C 

may 

not 

match

9C will 

match 

Transactions in 

SAP posted by 

different users and 

difference location

Accounting System At XYZ COMPANY - Transaction Flow

Due to SAP 
configuration issues, 
GST compliances is 
presently carried out 
manually without  
predefined set of 
processes leading to 
undercharging of GST/ 
non availment of ITC 



1.Agreeme

nt

2.Purchase 

Material or 

Purchase 

Requisition

3.Purcha
se Order

4.Service 

Entry or 

GRN

5.Invoice

6.Payment

Procure 

To Pay in  

SAP

Accounting System At XYZ COMPANY 

Vendor 

ageing report 

not 

maintained

Narration 

Issue, Tax 

code defect

Defects in 

Tax code 

design

Manual GL Code 

Entry, Defects in 

Tax code design

Agreement, 

PMN, PO is 

Posted by 

Same 

Person, 

Defects in 

tax Code 

design



Accounting System At XYZ COMPANY – Procure To Pay -

SummaryStage Process Accounting Entry Impact 

1.Agreeme

nt

Agreement Number, Service 

Description, Tax code, Amount, 

Vendor details from agreement are 

captured into SAP

- 1. Cannot identify

the eligible ITC

& results in

excess or short

claiming of

ITC.

2. There is No

Maker Checker

Concept,

Involves skilled

manpower and

duplication of

work.

3. Nature of

transaction

cannot be

identified

properly.

4. Since Service

Code &

Relevant GL

Account is not

2.Purchase 

Material & 

Requisition

Nature of expenditure with the 

Material/Service codes and Quantity 

of the Goods will be posted in 

system and Purchase Material 

Number (PMN) is generated.

-

3.Purchase 

Order 

In ME21N, PMN will be entered and 

Purchase Order Number (PO) will be 

generated.

-

4.Service 

Entry/GRN

In ML81N, PO number, other 

general details are entered and GL 

code will be assigned manually

Concerned AO will release the order 

and GRN is generated

Expenditure Account    

Dr

To Service/Goods 

*Clrg A/c 

(Clrg: Clearing)

5.Invoice In MIR7, enter invoice data, 

Narration, Payment terms, Business 

Goods/Service Clrg A/c 

Dr

Present 

System



The particulars in agreement will be entered in SAP 

by using the code ME31K. first, they will enter 

agreement number other particulars including 

service description, amount, tax code etc... 

1.Accounting System At XYZ COMPANY - Agreement Level

i. 

Defects 

in Tax 

code/HS

N

ii. Withholding Tax not 

assigned

Present 

System



 Issue
Tax Codes in case of Inward Supply

 Present System & defects
Tax codes are designed only on

consideration of Rate & Type of Tax

(Without taking into consideration of

Blocked /Ineligible or Eligible Input Tax

Credit).

 Implication
There is no Specific way to identify the

eligible Input Tax Credit. Results in excess or

short claiming of ITC

 Proposed System &

Advantages
Tax codes are to be designed in such a way

that it shall specify whether the supply is

Blocked, eligible, ineligible so that we can

Accounting System At XYZ COMPANY - Issues 

Tax codes Description

7A IMP-IGST - 28% - Cr

7E IMP-IGST - 28% - Ncr

8A SGST 14% + CGST  14% - Cr

8E IGST - 28% - Cr

8J IGST - 28% + Cess - Cr

8K SGST 14% + CGST  14% - Ncr - RCM

8P IGST - 28% - Ncr - RCM

9U IGST Import @ 7.5% Cr

9W IGST 5% + CESS INR/MT

9Y SGST 2.5% + CGST  2.5% - Cr+Cess-Ncr

Cr 

refers 

credit 

availa

ble

Ncr 

refers 

credit 

unavai

lable

P
ro

p
o
se

d

Tax Code Description
F1 FI-5% Input Tax SG,CG

G1 5% State GST for Services

GA 5% State GST for RCM Services

H1 FI - Input Tax IGST 5%

I1 5% Inter State GST for Services

IA 5% Inter State GST for RCM Services

OA Advance on Output Tax SG,CG 5%

ON 5% Output Tax SG,CG

PA Advance on Output Tax IGST 5%

PN Output Tax IGST 5%

U1 5% UT GST for Services

UA 5% UT GST for RCM Services

V0 nil tax

P
re

se
n

t



 Issue
With Holding Tax

 Present System & defects
There is no Control regarding the with

holding tax to be No Withholding Tax

Code deducted

 Implication
Mismatch of with holding deducted with

actual amount has to be deducted as per law

 Proposed System &

Advantages
Specific codes has to designed in the SAP

for deduction of with holding tax for

specific Expenditure.

Accounting System At XYZ COMPANY -Issues 

No 

Withhold

ing Tax 

Code

P
re

se
n

t
P

ro
p

o
se

d

Here C2 

is 

Withhold

ing Tax 

Code



2.Accounting System At XYZ COMPANY - Purchase Material or 

Purchase Requisition Level

• Company will post the nature of

expenditure in conjunction with

Material/Service codes and

Quantity of the Goods etc…. In

this process SAP will generate

Purchase Material Number

(PMN), this PMN and

Agreement Number will be

given to the another person for

Approval.

• The Authorised person will cross

check all the details and saves

the data SAP will generate

Purchase requisition Number

(PRN)
Issue :Agreement, Purchase Material/ Purchase 

requisition Number & Purchase order is posted 

by same person in the SAP

Present 

System



 Issue
Agreement, Purchase Material Number, Purchase

Requisition Number

 Present System & defects
Agreement, Purchase Material/ Purchase requisition

Number & Purchase order is posted by same person

in the SAP. GST related fields not filled

.

 Implication
There is No Maker Checker Concept, Results in

short/excess claim of ITC, Involves skilled

manpower and duplication of work

 Proposed System & Advantages
Agreement, Purchase material / Purchase requisition

Number & Purchase order is to be entered by

different persons to identify the errors. Results in

effective processing of GST returns

Accounting System At XYZ COMPANY - Issues 



• In this level the concerned person who

generates the purchase order in

ME21N will enter agreement number,

PMN, PRN, saves the data and then

purchase order number will be

generated by the SAP.

• If any thing goes wrong PO will not

accept the data.

3.Accounting System At XYZ COMPANY – Purchase Order Level

Present 

System



Steps Followed in GRN or 

SE Level

Implication

Go to T code ML81N ______

Fill the Purchase order number To get PO details

Enter Basic details like area/ 

location, period etc…..

To Know the Place 

where the supply 

from

Give the agreement number as 

reference number

Additional Data

Type of Bill (Part or Final 

Bill)

To Know the 

whether Agreement 

period completed or 

not.

Go to ---> service/goods--

account assignment--- GL 

code for the expenditure 

manually.

To Select the GL 

code for 

Expenditure.

The concerned AO will issue 

Release order then GRN will 

generate.

Accounting Entry

The Accounting Entry 

will be

Expenditure Account    

Dr

To Service/Goods 

A/c  Cr

4.Accounting System At XYZ COMPANY - Service Entry or Goods 

receipt Level

Issue : Manual posting of the GL

code at Service entry/ Goods receipt

note Level

Present 

System



 Issue
Manual posting in GL Account

 Present System & defects
Manual posting of the GL code at Service entry/

Goods receipt note Level

 Implication
There may be possibility that Similar

Expenditure will go to Different GL Accounts

Results in short/excess claim of ITC, Involves

skilled manpower and duplication of work

 Proposed System & Advantages
Control has to be inserted in SAP that Specific

Expenditure will be accounted to Specific GL

Account Automatically.

For Example : We can link the service codes of

Hire Charges being (SWR11215,16,17) entered

at agreement stage with the GL for vehicle hire

charges(Gl code :7600308) such that the

process can be automated.

Accounting System At XYZ COMPANY - Issues 

List of Service codes annexed separately

Service Codes.xlsx


Steps Followed in GRN or 

SE Level

Implication

Go to MIR7 _______

Enter Invoice Date To Know date of 

Issue of Invoice

Enter Invoice Number in 

Ref.

Additional Data

Enter Narration To get easy 

reference

Enter Payment Terms To Know Credit 

period details

Enter Business Area/ GSTN To Know whether 

Supply from 

Registered or 

Unregistered

The Accounting Entry 

will be

Goods/Service Account 

Dr

To Vendor A/c

5.Accounting System At XYZ COMPANY - Invoice Level

Issue : Narrations are not properly entered while

entering transactions.

Present 

System



• Issue
Narrations are not properly entered while 

entering transactions.

 Present System & defects
Tax code Narrations are not mentioned properly

on the face of ledger. compliance for return

filing is manually extracted from ledgers with

out predefined formats.

 Implication
Nature of transaction cannot be identified 

properly. Results in short/excess claim of ITC, 

Involves  skilled manpower and duplication of 

work

 Proposed System & 

Advantages
Narration shall be mentioned in such a way that 

it shall specify all the details like Vendor Code, 

Material description etc.,

Accounting System At XYZ COMPANY - Issues 

Narrations given 

are improper



 Issue
Non-Payment to Vendors within 180 days

 Present System & defects
There is no control regarding the 

identification of Vendors for whom the 

credit period has been exceeded by 180 

days

 Implication
Non-Reversal of Input GST Claimed after

the expiry of 180 days, Results in

short/excess claim of ITC, Involves Waste

of skilled manpower and duplication of

work

 Proposed System & 

Advantages
On Periodical basis Vendors ageing report

has to be Cross verified to identify the

vendors for whom credit period exceeded.

Accounting System At XYZ COMPANY - Issues 
NO Report is maintained in the SAP

Company directly check the Vendor 

balances from Vendor Balances 

Account(FBL1N)P
re

se
n

t
P

re
se

n
t

Vendor’s 

list more 

than 180 

days



 Issue
Tax Codes in case of Outward Supply

 Present System & defects
Tax codes are not defined for Revenue and

present compliance for return filing is

manually extracted from ledgers with out

predefined formats.

 Implication
There is no Specific way to identify the 

Applicable rate on Outward Supply, Results in 

short collection and payment of applicable 

GST. Involves  skilled manpower and 

duplication of work

 Proposed System & Advantages
Tax codes are to be designed in such a way 

that it shall specify the applicable rates.  

Return filing can be automated. Manpower 

can be used effectively

Accounting System At XYZ COMPANY - Issues 

P
re

se
n

t
P

ro
p

o
se

d

Tax 

code 

not 

assign

ed

Tax 

code’s 

assign

ed



Accounting System At XYZ COMPANY – Summary 

S.
N
o.

Issue On Present System & defects Implication Proposed System &
Advantages

1 Tax Codes in
case of
Inward
Supply.

Tax codes are designed only on
consideration of Rate & Type of
Tax (Without taking into
consideration of Blocked /
Ineligible or Eligible Input Tax
Credit).

There is no Specific way to
identify the eligible Input Tax
Credit. Results in excess or
short claiming of ITC

Tax codes are to be designed
in such a way that it shall
specify whether the supply is
Blocked, eligible, ineligible so
that we can easily identify the
eligible ITC.

2 Tax Codes in
case of
Outward
Supply.

Tax code are not defined for
Revenue and present
compliance for return filing is
manually extracted from ledgers
with out predefined formats.

There is no Specific way to
identify the Applicable rate
on Outward Supply, Results
in short collection and
payment of applicable GST.
Involves skilled manpower
and duplication of work
leads to penalty as per
Section 122(2) of CGST Act,
2017.

Tax codes are to be designed
in such a way that it shall
specify the applicable rates.
Return filing can be
automated. Manpower can be
used effectively

3 Narrations Narrations are not mentioned
properly on the face of ledger.
compliance for return filing is
manually extracted from ledgers
with out predefined formats.

Nature of transaction cannot
be identified properly.
Results in short/excess claim
of ITC, Involves skilled
manpower and duplication
of work

Narration shall be mentioned
in such a way that it shall
specify all the details like
Vendor Code, Material
description etc.…

4 Non-Payment
to Vendors
within 180

There is no control regarding
the identification of Vendors for
whom the credit period has

Non-Reversal of GST, Results
in short/excess claim of ITC,
Involves skilled manpower

On Periodical basis Vendors
ageing report has to be Cross
verified to identify the



S.

No

.

Issue On Present System & defects Implication Proposed System & Advantages

5 GL Account Manual posting of the GL
code at Service entry/ Goods
receipt note Level

There may be possibility
that Similar Expenditure
will go to Different GL
Accounts Results in
short/excess claim of ITC,
Involves skilled manpower
and duplication of work

One control has to be inserted in
SAP that Specific Expenditure will
to Specific GL Account
Automatically.

6 Agreement,

PMN, PRN

Agreement, Purchase

Material/ Purchase

requisition Number &

Purchase order is posted by

same person in the SAP. GST

related fields not filled

No Maker Checker Concept,

Results in short/excess

claim of ITC, Involves

skilled manpower and

duplication of work

Agreement, Purchase material /

Purchase requisition Number &

Purchase order is to be entered

by different persons to identify

the errors. Results in effective

processing of GST returns

7 With

Holding Tax

There is no Control regarding

the with holding tax to be

deducted

Fails to deduct the tax in
accordance with the
provisions of sub-section
(1) of section 51, or deducts
an amount which is less
than the amount required
to be deducted under the
said sub-section leads to
Penalty as per section
122(1) of CGST Act, 2017.

Specific codes has to designed in

the SAP for deduction of with

holding tax for specific

Expenditure.

8 Place of Non-mention of Place of Data to be provided

Accounting System At XYZ COMPANY –

Summary 



Accounting System At XYZ COMPANY – Issues in ZGSTR -1 

Report

We can observe

that Values are

not matching

when we

compare values

as per GL A/c

and the ZGSTR-

1 Value

ZGSTR-1



Reconciliation
Accounting Sys Checks & Process Audit Procedure Risks

ERP configuration Mapping GST to 
Accounting

O/w supply – Least 
Reconciliation
Except Discounts

I/w supply – Supplier 
data validation

KYC Validation,
NOS/TOS/POPS

Ex: SAP/Tally files

ERP without Proper 
Config

Mapping Issues
Excel Recon

I/w & O/w supply
Rate, HSN, B2B, 
validation, Recon

Mapping & Config,
NOS/POPS/TOS

Partly Computerised
Sales in one app
Rest in Tally
Tally ineffective config

Excel Recon I/w & O/w supply
Rate, HSN, B2B, 
validation, Recon

Mapping & Config,
NOS/POPS/TOS

Ex: GSI/Xl

Manual Excel Recon I/w & O/w supply
Rate, HSN, B2B, 
validation, Recon

Mapping & Config,
NOS/POPS/TOS

NOS; Nature of supply, 
POPs; Place of Provision of Supply, 
TOS; Time of Supply
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IT controls - GST
1. Determination of invoice-wise eligibility;

2. Aging track for:

i. For reversal of ITC after 180 days if Payment is not 
made

ii. Re-claim of ITC if payment is made subsequently

3. Linkage of advance receipt with invoice

i. For internal control and future reference

4.Tracking & monitoring of Mis-matched ITC;

i. Reversal of provisional ITC availed

ii. Calculation of Interest payable on reversal of ITC

iii. Reclaim of ITC after rectification
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IT controls - GST
5. Mapping of

i. DN/CN with original invoice.

ii. Revised DN/CN with original DN/CN

6.HSN Classification:

a) Master Creation

b) Alert for Mis-match of classification (Trading)

7.Determination of Place of supply at invoice 
level;
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IT controls - GST
8.Maintenance of Shipping bill details;

9.Mis-match tracking

10.Aging analysis

11. Adjustment of advance received in earlier tax 
period;

12. Identifying, Maintaining & Monitoring the 
supplies(inward & outward) subject to RCM

Sunday, April 05, 2020 39
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8 Checks

1 Check Missing

2 Check Duplicates

3 Round Numbers

4 Repetitive Odd – Numbers

5 Classification

6 Stratification

7 Single Transaction

8 Isolated Outliners



Analysis
• Dump Customer Database

• Analyze – Address, Phone, Name etc

• Sales Analysis

• Financial Statement Analysis

..\..\WORK\bank audit workings\sbi 2016\DEP_Shadow_file.txt
find examples name split.xlsx
find examples name split.xlsx
find examples name split.xlsx
find examples name split.xlsx
erp sales data.xlsx
erp sales data.xlsx
..\..\WORK\peer review\technical review icai\Prathibha_final report 27feb2015.xlsx


Related Party Transactions

Company Database

VAT Database

Customs Database 

Linking of Banks LCs – Company Nature of 
Business – Customs Import Database

https://www.tofler.in/
https://www.tgct.gov.in/tgportal/
https://data.gov.in/keywords/import




Missing



Duplicates





























Relative Size Factor







Analytical Tests 

Horizontal Analysis             Vertical Analysis 

Ratios                                   

Trend analysis 

Performance Measures 

Stratifications 

Aging 

Benford’s Law 

Regression   
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Data Management/Analysis Reports 

Append/Merge 

Calculated Fields/Functions 

Cross Tabulate 

Duplicates 

Extract/Filter 

Export 

Gaps 

Index / Sort 

Join / Relate 
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Benefits of audit thru computers

• Chunk Data is placed in comfortable rows and 

columns

• Usage of tools like, If functions, sort, filter, Pivot, 

Lookup cut, copy, transpose, mail & merge, strata, 

statistics, sampling, etc

• Compliance of Tax Laws & Procedures
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Save Data
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As the Chandokya Upanishad says:

If we apply knowledge with faith, dedication 
and deep analysis, our actions become 

stronger. This will lead to success.

Yadaiva Vidyaya Karoti 

Shradhaya Upanishada

Tadeva Viryavattaram Bhavati!

*****
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