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@ Internal audit & statutory audit — mindsets & methods
g

SESSION OBJECTIVES

Clear goals is to share Internal Audit Insights

@ Encourage deeper, risk-based testing even during limited statutory
reviews
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INTERNAL AUDIT & STATUTORY AUDIT — MINDSETS & METHODS

Detailed comparison highlighting the distinct focus, nature, tools, depth, and examples of both audit types

Internal Audit Statutory Audit

Risk, controls, process

Focus improvement Financial statement accuracy and compliance
Continuous, _ .
Nature Preventive Periodic, Detective

Operational & control-

. Accounting and compliance-driven
oriented

Tools & Techniques

Granular process

o e Financial assertions-based

Depth of Review

Testing control design &

Example operation

Vouching & verification
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How Internal Audit and Statutory Audit Merge

Common Ground / How It Merges

Risk Assessment

Fraud Risk
Management

Journal Entry &
Transaction Testing

Governance &
Compliance

Internal Controls
(([e3:¥/]9)

Shared use of risk registers and process-level risk maps

Common fraud detection techniques (e.g.,
duplicate checks, conflict-of-interest analysis)

Same sample logic: high-value, period-end, manual entries

Use of internal audit reports to evaluate violations

Use internal audit documentation for ICFR walkthroughs and control
testing
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TECHNIQUES USED DURING INTERNAL AUDIT

Control
Walkthroughs -
Not just
documentation,
but system +
process
observation

Process Mining
Techniques -
Mapping actual
process vs.
intended

Data Analytics

/ Exception

Reports -
Noticing the
outliers

= User Role &
o=l Access Reviews
- Risk-based
review of ERP
controls

©

System Audit
Trails Review -
Looking at
change logs,
master data
edits

Review of
Policy-Process
Gaps - Control
design
effectiveness

Root Cause
Analysis - For
control failures
and repeated
exceptions

Cross-
functional
Interviews -
Beyond finance
- operations,
HR,
procurement

Trend Analysis
Beyond
Numbers -
Behavior,
timing, and
operational
trends

Use of Control
Matrices -
Linking risks to
actual checks
performed
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\(‘. Using ERP Controls to restrict double booking of invoices

CASE STUDY 1:
Duplicate detection
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and pertaining to that vendor

\(‘. Usage of Al to verify invoice attached with the vendor invoice is correct

CASE STUDY 2:
Invoice booking in
incorrect vendor
account
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‘k' Compare the service provider name with the insurance

records having employee family’s details

CASE STUDY 3:
Undisclosed conflict of
interest detected in
vendor master
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\(‘. Reverse auction data with IP address
1

CASE STUDY 4:
Undisclosed conflict of
interest detected
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\c{ Analyze purchases where invoices are booked using
-+

Purchase orders greater than 1 year (except Capex POs)

CASE STUDY 5:
Booking of invoices
against Old POs
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\c{ Frequent Changes in Vendor Bank Account Details
-+

CASE STUDY 6:
Changes in bank
account details of
Vendor
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'4 Compared credit notes to logistics return logs

CASE STUDY 7:
Credit Notes Issued
Without Matching
Returns
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\c{ Vendor master status vs payment logs

CASE STUDY 8:
Inactive Vendors
Receiving Payments
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\c{ Internal audit did system walkthrough to validate whether
-+

ERP allows posting of GRN reversal without invoice reversal

CASE STUDY 9
System Walkthrough
for GRN reversal
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Process walkthrough to validate whether bank portal allows
< changing bank account other than the once mentioned in

ERP

CASE STUDY 10:
Payment Walkthrough
— changes in
beneficiary a/c
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\(‘. Invoices were posted using different vendor codes from
1

those in the original PO

CASE STUDY 11:
Vendor mismatch
between PO and
invoice
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\(‘. Dummy Freight invoice
1

CASE STUDY 12:
Dummy Freight
invoice
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\c{ Manipulation in weighment
&

CASE STUDY 13
Weighment bridge
operation
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\c{ Detection of vehicle number discrepancy during weighment
-+

using Al

CASE STUDY 14
Weighment dump vis-
a-vis vehicle image
stored on cloud
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\c{ Freight overcharged by billing for higher-capacity trucks
-+

than actually used

CASE STUDY 15:
Identifying over
charging of freight
using mParivahan app
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\c{ Internal audit compared Board authorization for payment
-+

vis-a-vis authority matrix of bank portal

CASE STUDY 16:
Payment authorization
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\(‘. Procurement checks
1

CASE STUDY 17:
Various Procurement
checks
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\(‘. ERP allowing overriding of sales price while creating SO by
1

changing condition type

CASE STUDY 18:
Sales order creation
and changes in sales
price
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'4 Difference in rate of sales invoice and sales return

CASE STUDY 19:
Sales invoice vis-a-vis
sales return rate
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\(‘. Various irregularities noted during attendance recording
1

CASE STUDY 20:
Irregularities in
attendance
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CASE STUDY 21:
Material transferred
entries leading to
incorrect inventory
valuation

&

Transfer of materials from one code to another code leading

to incorrect valuation
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\% Changes made in expiry date of material to avoid
1

provisioning of expired products

CASE STUDY 22:
Material log changes
to identify anamolies
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THANKYOU

Thank You
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