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SCOPE & FUNCTION OF REVENUE AUDIT 

Purpose: 

Revenue Audit is the audit of items governing income and expenditure. It is conducted with a view to 

verify the accuracy, relevance of expenditure incurred and income earned according to applicable 

circulars, notifications, etc. 

 

Scope: 

a) Verification of all income heads and expenses heads w.r.t. income recognized and expenses 

charged. 

b) Correct recovery of charges as per the Bank’s schedule of charges. 

c) Application of Interest on advances: 

i) Correct classification of accounts product wise and interest wise 

ii) Correct interest rate as per terms of sanction 

iii) Correct calculation of interest charged by the system 

iv) Concessions given to the borrower in the rate of interest on loans. Whenever there is a 

revision of rates, the impact thereof on the concessions 

v) Recovery of additional interest as per sanction letter in case of adhoc cash credit/overdraft 

limits sanctioned from time to time 

vi) In case of advance against Fixed Deposit of third party, interest to be charged at PLR 

vii) In case of revision of interest rates during the year or as per review sanction letter, the 

revised interest rate is applied in the system from relevant date of applicability 

d) Application of Penal Interest on Advances 

i) Penal Interest @ 2% is correctly charged and recovered from customers account in case of 

overdue loan transaction and installment accounts 

ii) Penal Interest is correctly charged and recovered in case of late payment of loan 

installments and interest 

iii) Verify the calculation of penal interest charged by the system 

iv) Verify the receipt of Statement of Stock & Book Debts and entry of the same in the 

system. In case of receipt and entry after the 10
th
 of the month, penal interest @ 2% to be 

charged from the 1
st
 of the month till the date of receipt of the statements 

v) Verify Penal Interest charged on account of non renewal of credit facilities 

e) NPA accounts 

i) Proper flagging of accounts as NPA and thereby correct reversals of interest amounts in 

OIR account 

ii) Interest to be recognized as income only on realizable basis. Verification of correct 

calculation and recovery of interest. 

iii) Penal Interest correctly calculated and charged 

f) Loan Processing charges as per sanction terms and charter of service charges 
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g) Advances related charges - Inspection Charges, Commitment Charges, Review Charges, Solvency 

Certificate issue charges, Nominal Membership Fees, Regular Membership Fees, CERSAI, 

CIBIL, etc. 

h) Commission Charges 

i) Bank Guarantee (fresh guarantee as well as renewal/extension of bank guarantee) 

ii) Foreign Remittances 

iii) LC/BC 

iv) General and Life Insurance 

i) Locker Rent 

i) Recovery of Locker Rent for the year as per the charges applicable 

ii) Position of outstanding Locker Rent 

j) Any other Income 

k) All other service charges as per latest service charges circular 

l) Reversal of interests paid or interest on premature deposits 

m) Expenses 

i) Interest paid on Savings Accounts, Fixed Deposits, NRE Accounts at the correct rate of 

interest. 

ii) Reversal of Interest Paid/Correct Interest paid on premature closure of fixed deposits. 

n) System Parameters are in place for recovery of charges and there is no revenue leakage. 

o) No debits in income accounts without sanctions from the appropriate authority. 

p) Reconciliations of income and expenditure within the Bank as well as external organizations are 

done on a timely basis to ensure no revenue leakage. 

q) Revenue Leakage also in expenses incurred for operational and administration purposes. 

r) Recovery of charges for services rendered for ATM/IMPS/POS (ecommerce transactions) 

 

Kindly note the above scope is only indicative and not exhaustive. 

 


