Production Process
Audit Programme 

	S.N.
	OBJECTIVE
	STEPS
	WP REF.
	INITIALS

	A.

1.
	Enquiries

To ensure that the Enquiry Register Form is properly filled, authorized , circularized and maintained in records.
	1. Take the Enquiries register and trace the entries to the Enquiry Registration Form (ERF).
2. Check the serial continuity of the ERF and ensure that all the enquiries received have been assigned the no.
3. Ensure that the ERF is signed according to the SOA, i.e by the General Manager.
4. Randomly select a few ERF from the register and check if the submission date was met, by verifying the quotation sent date and original deadline mentioned in enquiry received from client.
5. Ensure that the ERF is circularized to all concerned departments, i.e. Estimation, Production and QS.
6. Check the declination file and scrutinize the reasons for declining. Discuss them with the GM.

	
	

	B.

1.
	Estimation

To ensure that the estimate is error free 
	1. Select few High value contracts. Take all the Cost Estimate Sheet (CES) for those contracts. Taking in account all revisions of quotations, any additional quotation (for variations).

2. Trace all the CES to the Bill of Quantities (BOQ) items to ensure that nothing is omitted.

3. Test check few workings in the CES for calculation errors. i.e. Cost per unit to the total quantity and total of columns etc.

4. Trace the material rates in the CES to the ‘material library’ (maintained by the chief estimator) & Highlight discrepancies.

5. Ensure that the material library with the estimators is properly updated and exchange rate fluctuation for over seas purchase items is accounted for. (specially items imported from European union, due to frequent change in euro’s value)


	
	

	2.
	To ensure a proper documentary control
	1. Ensure that all of the shop drawings and material submittals as per the BOQ are approved by the client.


2. Check if the final BOQ or summary of materials and labour is signed by the GM and Senior Estimator.
	
	

	C.

1.


	Contracts

Ensure  the validation of the 

contracts 


	1. Take all the contracts started during the period and check if they are duly signed and stamped by both the parties.

2. Ensure that, in absence of contract, Purchase Orders from clients are available in records.

3. For additional works / variations to the main contract, check that corresponding order from client is available before making any Internal Order Form (IOF).


	
	

	2.
	Ensure that Internal Order Forms (IOF) are properly made & approved
	1. Check that the IOF made for each contract are properly made and signed off by the GM.

2. Ensure that the IOF reflects the BOQ, on basis on which quotation was sent, by comparing the summary of material and cost executive summary.

3. Check that proper purchase order or contract with client is available for the corresponding IOF and it should be dated earlier than IOF.
	
	

	3.
	Check that Post Production Reports (PPR) are properly updated
	1. Obtain the PPR for all the projects under review and check that the material estimate total and labour estimate total are matching with the total of all IOFs’ cost summary.

2. Ensure that the last posting done in the PPR is either on or before the date of completion of project.
	
	

	4.
	Comparison of actual cost incurred against the estimated cost
	1. Obtain the estimated cost of project from the IOF.

2. Obtain the actual cost incurred from the PPR.

3. Compare both in respect of materials and labour cost, separately.

4. Highlight the high variance cases in the completed jobs and for running project as per percentage of completion.

5. High light the cases where actual material purchased is different from the estimated ones.

6. Highlight cases where IOFs are not made and work is executed in absence of any purchase order / contract from client, specially for additional works / variations to main contract.
	
	

	5.
	Ensure that contract valuations are done as per IAS 11. and revenue is recognized in accounts as per same.
	1. Obtain the valuations done by quantity surveyor (QS) for each contract under review.

2. Obtain the certification by client for work done and match it with the valuation by QS. Highlight any rejections.

3. Re calculate the valuation working done by QS and vouch any advance obtain or retention money. Verify the value with the terms of contract.

4. Check the debtor’s account for money received from client and verify the same from lates clients’ certification.

5. Check that income recognized in the accounts against each contract, is as per the QS valuation.

6. For running projects take the estimated cost of completion from QS and ensure that income recognized in accounts is correct (as per percentage of completion method).
	
	

	6.
	Staff discount
	1. Obtain the IOFs done for staff from sundry contracts list, maintained by the senior accountant.

2. Ensure that the amount charged is material plus 20%.

3. Check that GM approval is obtained before making IOF in the system.
	
	

	D.

1.
	Production
Workers are logged on to correct Jobs 


	1. Take a walk around factory area, covering all the departments from Machining to Polishing.

2. Ask the workers on which Job they are working, randomly and check the corresponding entry in the swipe card system log maintained by the Logistics Assistant. (this report can not be printed, can only be viewed on screen).

3. Check physically at the card swipe machines in each department that how many job cards are available with the floor supervisor. Ensure that no card of any completed job is available with them, report any discrepancy found.
	
	

	2.
	Ensure timesheets are not misused
	1. Randomly select few days per month and check the manual timesheets for the production manager’s approval.

2. Ensure that the timesheet exception report for a day is approved by the production manager.

3. Calculate the labour hours from the time sheets received from the site and ensure that they are properly signed by the site supervisor and approved by the production manager.

4. Ensure that the lunch hours are properly deducted from the time sheets (received from site) before posting the labour hours into the system.

5. Perform a reconciliation between the total strength, absentees, annual leave and labour at site between the time sheets and exception report.

6. Check that labour hours are properly charged to corresponding contract no.

7. Highlight cases where there are discrepancies.
	
	

	3.
	Material Issue Vouchers are approved
	1. Check the MIVs with the inventory accountant for the Production Manager’s approval.

2. Ensure that requisition from Production is available for every issue, duly signed by production manager.

3. Check that the pending items from MIV, which are not issued (for which SIS is not posted) are physically available with store keeper.

4. Trace the SIS no. mentioned on each MIV and verify the same by checking SIS that same material issued are posted or not. 

5. Highlight discrepancies.


	
	

	4.
	Quality Control documentation
	1. Check if any documents are maintained by the production for the quality of the finished goods before they are despatched to the site.

2. If so, then review the documents for the PM’s approval.

3. If not, then review the process in practice and highlight the issue accordingly.
	
	

	5.
	Rejections - control
	1. Check what documentation is available for rejections from the site.

2. Ensure that rejections are not accepted by anyone other than the PM.

3. Scrutinize the reason for the rejection.

4. Check how the defect is going to be corrected.

5. Assess and highlight the loss incurred.


	
	

	6.
	Ensure that there is a production manpower schedule made for each project
	1. Check if the production schedule is available for each project, on which work is done during the period under review.

2. Obtain the production schedule copies and verify that the work progress was according to the schedule by checking the valuations by QS and client correspondence.

3. Review the same for its effectiveness and the basis on which production schedule was prepared.

4. Obtain the manpower schedules from Planning engineer for the period under review.

5. Ensure that the manpower was utilized according to the same and all the contract variations are accounted for.

6. Match the time sheets checked in area no. 2 above with the schedule and report any discrepancies.


	
	

	7.
	Ensure that proper controls exist over Goods Receiving Notes (GRN) 
	1. Ensure that Manual GRN is prepared and send to Data entry Operator (i.e. logistic assistant) on timely basis.

2. Ensure that System GRN is prepared, posted and is filed along with the invoice from the supplier.


	
	

	8.
	Ensure that proper controls exist over issuing gate passes
	3. Obtain a handsome sample of gate passes and check their serial continuity.

4. Check that all gate passes are signed by production manager and copies are evenly distributed to data entry operator, store keeper and gate keeper (with QS & SS).

5. Check that quantities mentioned on Gate pass match with the supporting ITN, PRN or DN.

6. If gate pass is issued against any purchase return note (PRN) than ensure that the delivery order (DO) number of suppliers DO and GRN (if made) is appearing on the PRN and verify the same from system with the help of logistics assistant or store keeper.

7. Check for the unusual gate passes, such as, gate passes made for destinations other than project site or suppliers, like, labour camp or in name of any staff. Check for the contents and verify the approval by manager production and manager logistics. (specially look for FOC scrap gate passes)

8. Enquire the security guard about his duties and ensure that he ask for gate pass from every vehicles carrying goods, going out from company compound.
	
	

	9.
	Only finished goods and consumables are sent to site
	1. Take the ITN excel sheet maintained by the inventory accountant.

2. Trace a few entries to the ITNs.

3. Ensure that items under the category of Boards, Timber and Veneer are not sent to the site.

4. Highlight such cases and ask the PM for his comments. 
	
	

	E.
1.
	Administration & Miscellaneous issues
Proper Insurance coverage


	1. Check for the timely renewal of all the insurance covers.

2. Scrutinize what kinds of insurance covers are taken and identify areas which are not insured.

3. Check the insurance coverage in terms of value.


	
	

	2.
	Ensure that the rent is being charges and received from third party
	1. Ask the Senior Secretary (SS) if any factory area is let.

2. Obtain the details agreement from  the SS

3. Check with the Senior accountant for the rental invoices and the corresponding receipts.


	
	

	
3.
	
Ensure proper utilisation of the vehicles
	1. Check if any log is maintained for the utilisation of vehicles.

2. Check if the traffic fines are debited to the concerned employee’s salary a/c.

3. If the vehicle belongs to the company, then ensure that the vehicle registration is timely renewed. 

4. If vehicles are on lease from rental companies than ensure that proper maintenance is conducted by the rental company. Check with the drivers regarding vehicle condition and when it was sent for service / maintenance. 


	
	

	4.
	Ensure that proper measures are taken for safety & factory up keep
	1. Take a walk inside factory area and observe the following;

i. All the workers are wearing protective accessories, like mask, hand gloves and ear plugs, during their working hours.

ii. Workers, specially in polishing area are wearing protective mask, all the time.

iii. Proper instruction regarding wearing protective accessories and fire exit are affixed on the walls of factory in all the departments.

iv. All the machines are in working condition, if not enquire the reason from the maintenance staff, since when machine(s) is not working, whats the reason and why it is not repaired yet. Highlight any unusual observation.

v. Fire extinguishers are properly maintained and serviced regularly along with the fire hose reels and fire alarm system.

vi. All the fire exit doors are linked to the fire alarm panel in guards’ room and auxiliary batteries to fire panel are frequently checked.

vii. All materials like scaffoldings returned from the completed site are entered back into register maintained with the store keeper.

viii. All the off cuts produced from the factory works are kept separately from the wood / boards which are still in stock (not issued).

ix. Fork lifter is only taking wood inside the factory area (in machining area) which is issued from the stock.

x. No paint or stain containers are kept outside designated area in stores, outside in sun or in despatch / receiving area.
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