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Comply ICAI Code(The Dharma), Code will protect 
Professional & Profession
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Objectives of this Session
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Substantiate our Audit Assertions 
through 

Simple Tool – Excel/Spreadsheet
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Use of Excel to Substantiate compliance to SAsAudit Assertions – SA 700 - 706

Audit Strategy, Audit Planning, Audit Procedures, 
Audit Documentation

• Compliance to SAs 
• SA 200 – SQC
• SA 210 – AEL – Information 

obtained
• Planning – SA300
• Materiality – SA 320
• IFCoFR – SA 315
• Internal Controls
• Professional Scepticism
• Evidence – SA 500 series
• Significant Issues MMS –

SA 450
• SA 260 – TCWG - MRL
• Compliance to Ethical 

standards – SQC

Use of Excel to Validate Internal Controls, True & Fair 
Presentation

Data Analytics – Black Box approach to System Study
Use of Excel – Extracted Files
Carryout analysis using excel commands

a) Sort, b) filter, c) If condition, d) vlookup e) pivot 
f) Financial Modelling 

PMT,NPER,RATE,PV,FV,CUMIPMT,CUMPRINC
Deviations enquire for NPA/Documentation 
deficiency/Non compliances
Root cause analysis - System Study - Fields - screens
Report SA700/LFAR/IFCoFR/Gosh & Jelani/Other 
returns



Banking Industry in Indian Economy – Role of CA

 GDP – Rs. 273.08 Lakhs Crores 

 Money Supply Rs 219.88 Lakhs Crores & 
Bank credit Rs 209.38 Lakhs Crores 

 NPAs Rs. 27.68 Lakhs Crores(Includes 
Rs.19.33 Lakh Crores w/off)

 Banking Frauds Rs. 4.96 Lakhs Crores
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Most Important Reference Material

Download - ICAI – Mar 2023 Journal 
Page 83 to 89 CBS LFAR point wise MENU commands
Page 90 – IRAC norms practical Issues



Data Analysis - Reporting in LFAR/IFC
1. Ask for MIS reports that they submit to RBI/Regional office/Head 

Office to others
2. Ask for how above content can be taken from CBS. 
3. Generate CBS reports - Menu commands published in ICAI Mar2023 

Journal Page 83-89
4. Convert Files Txt to Excel
5. Carryout analysis using excel commands

a) Sort, b) filter, c) If condition, d) VLOOKUP e) pivot
6. From CBS reports identify those content useful for NPAs, SMA0,1,2, 

loan performance indicators like stock statement last  
submitted, last interest, last principal paid etc., 

7. On the above make analysis for IRAC/Frauds/Non Compliance etc.,
8. For Deviations, resulting MMS – raise MOC 8



Data Analysis - Reporting in LFAR/IFC
1. Root cause analysis - System Study - Fields - screens

A. Probability of errors/risk
B. Impact of errors on FS
C. Controls(preventive/detective/corrective)to prevent 

occurrence of error/fraud 
2. KYC/Related Parties - Study

A. Extract customer Master
B. Observe Similar names with fuzzylookup/sort etc.,
C. Relate attributes like DOB/PAN/Aadhaar/Son of/ Address /Mobile  

/Email
D. If attributes are common to similar names mark as related
E. From related parties account statements observe diversions
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Data Analysis - Reporting in LFAR/IFC
1. Extract files for 12 months
2. combine 12 months after tagging each file month
3. Sort/filter/pivot on important column content
4. observe deviations 
5. For Term Loan – Use Financial modelling to validate EMI,    
Outstanding, NPA etc.,
6. enquire for NPA/Documentation deficiency/Non 
compliances
7. Report SA700/LFAR/IFCoFR/Gosh&Jelani/Other returns
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Data Analysis - Reporting in LFAR/IFC
1. Extract CC/OD Account files for 12 months
2. Prepare Stock statement template with columns for DP, 
Collections, Margin, Stock and Debtors ratios, etc.,
3. Observe day wise Os > DP/Limit on CC/OD statement –
out of order
4. Observe diversion in CC/OD on narration column
5. Observe EWS Red flags relating to Stock statements, 
related party, sales collection diversion etc.,
6. CBS configuration issues in permitting Cash/diversion
7. Report in LFAR/IFC
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IFC Reporting
Format content – IFC control testing formats are not 
uniform among banks

A. Process flow  Risk(What can go wrong) Description  
B. Controls – Nature of Control (Preventive/ Detective / 

Corrective) Manual/System/Automated
C. Risk of Material Misstatement –

I&E/A&L/Presentation
From the recent frauds FIR@CBI website analyze 
risks – Observe Risks verify controls on Fraud risk  –
comment in IFC for ineffective controls.
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Inspection Report , Multiple CUST id, Funds 
diversion, RPT, IFC – Agri Gold Loan, LFAR 
Reporting, CC Loan, Term Loan validations
CBI Fraud Cases

Manual Procedures

Preventive controls are weak
Prefill, Validation, Master Creation, Drop down, 

IT Dependent Procedures

Interface, SBI KAMOther Banking External 
Software

Receipts/Payment/TB/Financials Accounts

GIGO/ Impact of Manual procedures, Report 
Analysis

IRAC returns/MIS reports

SA 700, IFCoFR, LFAR, CertificatesAuditor Opinion April 2, 2023 13
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Role of CA in Bank audit
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• 55 times PS is referred in Standards on auditing
• Professional scepticism - An attitude that includes a questioning 

mind, being alert to conditions which may indicate possible 
misstatement due to error or fraud, and a critical assessment of 
evidence.

• Alert to Conditions – SA 240, SA 520, SA 315 
• Business transactions - Digital Evidences - Data Analytic tools
• EWS/Red flags
• Numerous Forensic cases in public domain
• ICAI FAFD Course

Data Analytics - Auditors Ability to detect 
Fraud Vs Professional skepticism
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LFAR – MIS 
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LFAR – MIS 
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Essence of Audit under CBS
Role of CAImpactSystems

More of systems audit, controls 
review

Single Digital Framework –
Integration – Risk Assessment –
Corporate Governance

More the 
Technology

More of substantive procedures 
– highcost – More tools

Manual/Digital spread, manual 
maker/checker – high risk

Lesser the 
Technology

Preventive Controls – Validation – mandatory fields – dropdown, prefill, data security
Detective Procedures – txt2colmn/join/merge/append/Sort/Filter/conditional 
formula/Lookup/pivot/macros/

Technology to what extent –Marketing/Processing/Appraisal/Mortgage/Lending 
/Review/Monitoring/Recovery/ Reporting/Compliance/

Audit Methodology going forward – Systems audit, controls review substantive 
procedures, knowledge of technology AI/Bot – use of tools



SC Judgement on Amrapali
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• It is observed that there was no monitoring done by the 
officials of Bank of Maharashtra, Andhra Bank and other 
banks by releasing of term loan to the Company. 

• Even basic checks, End Use of funds were forgone 
• No technical requirements followed as relating to release 

of Term Loan facilities to a borrower.
• The banks acted as mute spectator to unapproved 

diversion which was almost happening evidently in all 
banking transactions
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https://www.axisbank.com/about-us/press-releases/axis-bank-
starts-digital-lending-through-account-aggregator-framework

https://economictimes.indiatimes.com/industry/banking/financ
e/banking/bad-loans-worth-rs-10-lakh-crore-wrote-off-by-
banks-in-last-five-financial-years-says-nirmala-
sitharaman/articleshow/96196461.cms

Innovation : Pvt Vs PSU banks
Integration Vs Manual operations
Lesser the integration more the audit procedures & use of tools
More the integration More the audit on IT control

Back
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https://www.jatinverma.org/the-scam-faultline-is-damaging-indian-
banks#:~:text=The%20NPAs%20that%20banks%20become,accordingly
%20forced%20on%20the%20framework.

https://blog.ipleaders.in/all-you-need-to-know-about-bank-frauds-in-indi/

https://cbi.gov.in/view-fir

https://www.thehindubusinessline.com/money-and-banking/rbi-selects-6-
entities-for-test-phase-under-regulatory-sandbox-for-prevention-and-
mitigation-of-financial-frauds/article66341780.ece

Risks Vs Controls
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Blockchain tech could help prevent frauds like at PNB
Given the distributed ledger technology’s 
potential to improve monitoring, SBI has 
adopted it in its reconciliation systems, 
payment gateways

‘Immediate notification’
“Transaction reconciliation systems at 
present do not result in immediate 
notification,” Mrutyunjay Mahapatra, 
Deputy Managing Director and Chief 
Information Officer at State Bank of India, 
told The Hindu. “Using blockchain, all 
parties on the chain will be immediately 
notified about a transaction.”
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Example : Letter of Credit Workflows Put on the Blockchain – Role of CA

https://www.ndtv.com/business/what-nirmala-sitharaman-
told-parliament-on-blockchain-use-by-banks-3631621



29

RBI Concern on Risk Management – Due care IFC reporting



Control Lapses : Banks Non Compliance to RBI circulars

ViolationFine
Rs.

YearBanksS
#

non-compliance with various directions issued by 
the RBI on monitoring of end use of funds, 
exchange of information with other banks, 
classification and reporting of frauds, and on 
restructuring of accounts, the central bank said in a 
statement, SWIFT, FEMA, 

6.5CrFeb
2019

SBI, Corp
Bank, 
BOB,UBI, 
AHB, AB, 
BOM, IOB

1

delays in the implementation of new controls 
relating to the SWIFT system of international 
payments. Gitanjali Gems related fraud, with an 
exposure of around Rs 86 crore.

4Feb
2019

Karnataka 
Bank

2

delay in detection and reporting of fraud in some 
accounts

3 CrNov
2018

UBI, BOM3
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ViolationFine
Rs.Cr

YearBanksS
#

non-compliance of its directions on direct sale of 
securities from its held-to-maturity (HTM) 
portfolio and specified disclosure.

58.92018ICICI4

violating cyber security guidelines.1 2018Indian Bank5

KYC/Anti Money Laundering52018Federal Bank6

NPA, AML, KYC52018Axis, IOB7

irregularities in advance import remittances,
KYC/AML

102016HDFC,PNB,8

flouting norms and may be allowing customers to 
launder money

49.5201422 Banks7
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Control Lapses : Banks Non Compliance to RBI circulars



NPA RBI AQI Divergence
Divergence Rs. CrsBank

589UBI

54.9LVB

820Indian Bank

1217UCO

11932SBI

358IOB

329BOI

2565Central Bank
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RBI told banks to disclose divergence 
when the additional provisioning for NPAs 
assessed by RBI exceeds 10% of the 
published net profits after tax
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RBI AQI NPA 
Divergence in PSU 
Banks 45600Crs

How far NPAs are 
system Driven ?????



Bank IS Audit Experience
 Inadequately  scoped 
 It lack coverage  of  end to end testing  covering  all its 

interfaces and input, processing and output control. 
 There is no testing on configuration  control of all input 

control in interface and all applications controls covering 
edit and validation check for completeness,  accuracy, 
reference, validity and calculation, segregation of duty both 
in interfacing as well as cbs.

 There is no scoping for report  generated from logic and 
completeness perspective only accuracy is partially checked.

 Mandatory field are not adequately  defined as per 
regulation. 

 SBI KEY AUDIT MATTERS
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Bank IS Audit Experience
 Master data field, completeness, accuracy is not 

tested.
 Lack of data governance and data leakage audit
 There is no checking for overall impact 

assessment  of Gap noted and compensatory and 
mitigating  control. 

 What is actually  done is just a tip at iceberg. 
 Those who do IS audit  not understand  business 

and vice versa is also true.
 Customer IDs are not linked to loan a/c resulting 

in CIBIL misleading reports
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Bank IS Audit Experience
Solution
 Regulators to be educated on scope and risk 

Enterprise architecture  of bank to be clearly 
documented and updated  for scoping 
adequately 

 Adequate training  on IS audit risk and audit 
approach Centralized end to end testing  by 
specialist and all observation on IS audit to be 
critically reviewed  for impact assessment
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Multiple – CIF – KYC Controls
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Back
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Back



 BoB were alleged to have remitted Rs 6,000 crore of black money late last year.

 Pursuant to the internal audit of the Bank of Baroda, the Reserve Bank of India and 
investigative agencies in October 2015 were advised by the bank of certain 
irregularities observed

 The RBI carried out the investigation and noted the deficiencies which were 
reflective of weaknesses and failures in internal control mechanisms in respect of 
certain anti-money laundering provisions such as monitoring of transactions, timely 
reporting to Financial Intelligence Unit and assigning of Unique Customer 
Identification Code to customers, BoB said.  

 In a clarification to the exchanges on October 12, 2015, BoB had said that a total of 
5,853 outward foreign remittances transactions aggregating to $546.10 million 
(around Rs 3,500 crore) for the purpose as ‘Advance remittance for Imports’ and for 
other purposes have been remitted through 38 current accounts to various overseas 
parties numbering about 400, mainly based in Hong Kong and one of them in the 
UAE. PNB also informed the BSE that the RBI has imposed an aggregate penalty of 
Rs 3 crore on it.
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Fuzzy Lookup for KYC analysis
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Customer Mater Analysis - KYC
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UBI - FINACLE - ADTRPT - option no 41. for customer master



Customer master analysis - KYC
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Various Application – Banking System
 Core Banking Application – “FINACLE” of Infosys Ltd inclusive of modules 

including NPA Management system (as IRCA norms), Government Business 
Module (GBM), etc.

 Core Banking Application – “FINACLE” of Infosys Ltd for  Overseas branches 
and UK subsidiary of Bank.

 Application Audit for Internet Banking for Domestic and overseas branches.

 Treasury Application from M/s Infosys (Replaced existing KASTLE system), 
being used at our Treasury branch.

 Application purchased from CMC (TCS) for our Demat operations.

 LAS (Lending Automation Solution)

 MIS (Management Information System)

 PeopleSoft HRM Solution
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Various Application – Banking System
 MFTP (Matched Fund Transfer Pricing)
 SWIFT
 ATM Switch
 Document Management System (Account Opening Process)
 Enterprise Application Integrator (EAI)
 Oracle GL
 Centralised FI gateway Application including E-KYC, DemoAuth, 

APBS, etc.
 E-Remit
 GSTN System
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Evidence of Import - Physical Imports
(i) If Rem. exceeds USD 100,000 or its equivalent, it is obligatory on the part of

the AD to ensure that the importer submits :-

(a) EC copy of B/E for home consumption, or

(b) EC copy B/E for warehousing, in case of 100% EOU/ or

(c) Customs Assessment Certificate or Postal Appraisal Form, as declared by the
importer to the Customs Authorities, where import has been made by post, as
evidence that the goods for which the payment was made have actually been
imported into India.

(ii) For imports on D/A basis, AD should insist on production of evidence when
effecting remittance. However, if importers fail to produce documentary
evidence due to genuine reasons such as non- arrival of consignment, delay in
delivery/ customs clearance of consignment, etc., AD may, if satisfied, allow
reasonable time, upto 3 months from the date of remittance, to the importer.
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Key ratios tuned – Check AS policies/Disclosures
Fraud / Risk

Over or Understatement
Policy/ProcedureAS

Non Transparent Policies,
unverifiable conditions

Project Completion/FOB, Ex factory/
Passing of Ownership/ Miles stones/

Revenue 
Recognition

COD/Assumption of direct and 
indirect expenses

Allocation of Expenses
Componentization

Property Plant 
Equipment

ValuationLife period assumption, revenue 
generation

Intangibles

Challenges in recognitionValuation and costImpairment

Misused for demergersDeciding operating segmentsSegment Reporting

Consolidated disclosureMethod of disclosure ALPRPT Disclosure

Challenges in Accounting 
system

Cost incurred to bring into present 
location

Inventory

Challenges in interpretation of 
Asset/Liabilities

Calculation methodologyAccounting for Taxes
April 2, 2023 50



Key ratios tuned – Check AS policies/Disclosures

Fraud / Risk
Over or Understatement

Issue

Challenges in deciding Working capitalCurrent and Non current

Depreciation and Real Asset worthLife of Assets

Provision for bad and doubtful debtsRecoverability of Debtors
Interest/discounting RateFair valuation
Projections/ DCFFair Valuation
Iteration/Fund earning rateGratuity
Legal InterpretationContingencies
ValuationImpairment/Going Concern

April 2, 2023Premnath D.S. B.Com., FCA 51



Out of order Validation
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Out of order Validation
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Term Loan Validation – Excel formulas

April 2, 2023Premnath D.S. B.Com., FCA 56



April 2, 2023Premnath D.S. B.Com., FCA 57



System Driven NPAs - How reliable is that ?
Can the system detect the ever greening?
1. Servicing interest/installment
 from CC/PC account to C/A; 
 from C/A to TL or 
 disbursement  to CC.
2. Adhoc limits to regularise.
Limit expired 30jun, Adhoc for 3 months – 30Sep, To 
be renewed within 180 days – 31Mar – May be PA
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Can the system detect the ever greening?
3. Transfer from associate units  by allowing 

excess in CC or new TOD.
4. New loans to Related parties and funds 

transferred to irregular accounts to reflect as 
PA

5. Cheque purchase account to CC and cheque
returned next day.

System Driven NPAs - How reliable is that ?
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Can the system detect the ever greening?
6.   Intra day credits & debits
7.   Same credit for two quarters by 
interchanging balances among Related parties
8.   Accounting of Devolved LCs
9.   Exceeding in Bills limit
10. Inadequate/ wrong  DP 
11. Combined excess of CC & Devolved LC

System Driven NPAs - How reliable is that ?
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System Driven NPAs - How reliable is that ?
Non financial aspects

1. Extension of COD
2. Non satisfactory performance in restructured 

accounts
3. Additional Finance on restructured account
4. Stock statement older by 6 months.
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EWS - Analysis
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EWS - Analysis

April 2, 2023Premnath D.S. B.Com., FCA 63



EWS - Analysis
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EWS - Analysis
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EWS - Analysis
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Funds diversion – round tripping analysis
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Use of Excel – Bank Audit
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Use of Excel – Bank Audit
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Use of Excel – Bank Audit
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Use of Excel – Bank Audit
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Use of Excel – Bank Audit
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Use of Excel – Bank Audit
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Use of Excel – Bank Audit
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Use of Excel – Bank Audit
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Use of Excel – Bank Audit
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Use of Excel – Bank Audit
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Office Accounts
 Review various office accounts
 Suspense
 Sundry Deposits
 Inter branch (Inter Sol)
 ATM Suspense
 Credit Cards
 Cash Management
 Pointing Type / Non-Pointing Type Accounts
 Audit list of outstanding items
 Inquire whether frauds have occurred using these office accounts80April 2, 2023



Office Accounts
Potential misuse patterns

 Cash Payment from Office Accounts
 TOD through Office Accounts
 Parking of Cash Difference in Office Accounts Clearing / 

Remittance differences through Office Accounts
 Rotation of entries in Office Accounts
 Correctness in mapping of reversal transaction to originating 

transaction
 Value Dated Transactions
 Round Tripping
 Advance paid for Fixed Assets not capitalized
 Income realized not credited to Revenue Account
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Use of Excel – Bank Audit Documentation
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Sampling - Pivot

April 2, 2023Premnath D.S. B.Com., FCA 85



Sampling – TB analysis
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My Audit Tools Vs Powerful Regulators



Wish you 
all a Happy 
Bank Audit 
Season


