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AUDIT OF FINISHED GOODS AND PRODUCTION DEFECT AS
THE BASES FOR DETERMINATION OF QUALITY OF PRODUCTS

Abstract

The article emphasized the importance of audit of finished goods and defects as bases for determination of
products quality as improvement of products quality — one of the forms of competition, demand increase for products
and profit increase. The order of carrying out audit of finished goods at the pulp and paper enterprises is considered.
Specifics of the audit inspection of quality of finished goods and losses from defect which is carried out together
with audit of checking department and laboratories of the organization are disclosed. Here accounting standards of
quality of technological documentation, the quality map for production sites, acts of tests, cards of accounting of
defect, information of checking departments, economical materials which then mutually compare are applied. Rules
of verification of finished goods regarding quality which is made in the interrelations with check of losses from defect
consisting of the cost of all finally defective products and expenses on its correction are covered. It is noted that based
on results of check the auditor can give an assessment to efficiency of functioning of a system of accounting and
control within production economic activity, check correctness of carrying out inventory, a condition of the quality
system, to develop the recommendations about control of processes of an exit, reception and storage of finished
goods.
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The end result of production activity is a release of the finished goods meeting all state standards
or standards established at the enterprise. Implementation of the plan of production and product sales
is for the pulp and paper enterprises the key indicator characterizing their activity therefore on them
the audit inspection also has to be carried out.

The finished goods are the part of material and production stocks of the organization intended
for sale, which is the end result of production, the finished processing (complete set), technical and
qualitative characteristics of finished goods conform to terms of the contract or requirements of other
documents in the cases established by the legislation.

At the pulp and paper enterprises treats finished goods: a corrugated cardboard, the laminated
paper, the combined material. In account and the reporting of finished goods (a corrugated cardboard,
the laminated paper, the combined material) the leading economists suggest to apply the following
auditor procedures of check: to check of correctness and completeness of reflection: completeness of
reflection of the turned-out products; compliances of the actual assessment of finished goods to the
assessment method established by accounting policies of the enterprise; correctness of warehouse
accounting of the turned-out products; timeliness of carrying out inventory of finished goods and
correctness of reflection in accounting of its results; compliances of analytical and synthetic account
on account 1320 “Finished goods” to the records specified in the Ledger and balance; drawing up
accounting records on accounting of release of finished goods; correctness of maintaining registration
registers, a card and the analysis of the account, the turnover sheet on account 1320 “Finished goods™.

In our view, the specified procedures fully allow to reflect correctness and completeness of
accounting of release of finished goods. At the same time at the enterprises of polygraph besides the
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specified procedures and the directions it is necessary to check correctness of reflection in accounting
of the products developed from raw materials supplied by the customer and a procedure of operating
control. It will allow determining more precisely production volume, to prevent a possibility of
emergence of unaccounted products and to track correctness of reference of costs of finished goods.

At audit, first of all, the data provided in balance are necessary for comparison to data of the
Ledger on account 1320 “Finished goods”, it is necessary to check correctness of records in a card
of the account and the analysis of account 1320 and other records, timeliness and correctness of
paperwork for production from production [1].

During audit it is necessary to be convinced that the products considered on account 1320 “Finished
goods” are completely packed into a container, quality check of cardboard and paper products of its
processing is carried out, accepted and handed over on a warehouse according to the consignment
note.

Checking operations on accounting of finished goods, it is necessary to carry out control of
correctness and timeliness of paperwork on production delivery of products on a finished goods
warchouse. At the pulp and paper enterprises the basis for delivery of products from production on
a warehouse are invoices. Besides, on the basis of log entries the chief of the production workshop
on each change the official report about development and delivery of finished goods and use of a
container on shops of a corrugated cardboard, the laminated paper, the combined products is formed.
The measure of output is shown in the official report net weight, i.e. without container weigh.

It is necessary for high-quality carrying out audit as it was already noted to check implementation
of operating monitoring of production that will allow the auditor to check once again timeliness of
performance of the contracts. For this purpose at the pulp and paper enterprises the auditor carries
out a systematic inspection of execution of technological processes, control of implementation of the
plan for volume, the range, quality of the turned-out cardboard and paper products and also rhythm
of production. Operating control at these enterprises is exercised by comparison of the actual data
which are contained in laid on and daily official reports with planned targets, that is daily verification
of weight by the credited managers of warehouses of products and waste with a weight shown by the
chief of production shops in official reports.

Outputs are registered in account for identification of unaccounted products to the auditor it is
necessary to compare documentation reflecting technological process with documents of operational
accounting of laying of raw materials (cardboard for flat layers of a corrugated cardboard, paper
for corrugation; nacreous polypropylene; metallized; transparent; PET film; filled; printing paint;
paper for confectionery 40gm2, paper for spices 70gm2, paper for paper packages 80 gr/sq.m) and
production also the documents confirming export of products from the enterprise territory.

The auditor has to carry out an inspection of assessment of finished goods and correctness of
reflection in accounting of the operations connected with release of finished goods [2].

At the pulp and paper enterprises the leftover of finished goods in the current account are estimated
on actual cost or at accounting prices (standard prime cost) with the isolated accounting of deviations
of the actual production cost from accounting prices, check of correctness of write-off a deviation on
the sold products.

For check of correctness of existence and the movement of finished goods it is necessary to make
balance of finished goods.

For identification of the actual existence of the turned-out finished goods on places of storage the
auditor has to carry out inventory of finished goods. As practice showed, at the pulp and paper enterprises
inventory of finished goods is carried out formally, i.e. recalculation is replaced with correspondence
of the given production account and record according to the responsible person. Inventory is carried
out extremely seldom, only when changing the responsible person or in the presence of the indication
of the management. Therefore the internal auditor needs to check correctness of carrying out the
process of inventory and correctness of regulation of its results, i.e. to establish the causes of overages
and shortages where available.

For this purpose the auditor checks the documents of inventory processed by the inventory
commission. When studying inventories, acts of inventory the auditor has to pay attention to frequency
of carrying out inventories, their results, timeliness and correctness of their reflection in account, to the
measures taken by results of inventory and their performance by responsible persons [3].
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The auditor has to mean that inventory of finished goods is carried out not only for definition of the
actual existence, but also for establishment of a qualitative condition of cardboard and paper products,
maintaining warehouse and accounting. At audit implementation the auditor has to participate in the
next actual inspection which is carried out by the inventory commission. To track process of weighing
of separate types of finished goods (a corrugated cardboard, the laminated paper, the combined
material) on each location and the responsible person, stored which there are products. Next step
is to study inventories in which data have to be entered by each name of finished goods with the
indication of nomenclature number, the article and quantity. It is also necessary to check correctness of
determination of results of inventory in accounts department, (overages, shortages), regulations due to
specifications in account, receipts overages, write-offs of final shortage and their reflection in account.

Rogulenko T.M. notes, generalization of practical experience shows that during audit of release of
finished goods some characteristic mistakes are possible. There are:

+ assessment of finished goods cannot correspond to assessment method established by accounting
policies of the enterprise;

¢ the wrong calculation and reflection in accounting of deviations of actual cost of finished goods
from its cost at accounting prices;

+ incomplete reflection of the output;

¢ lack of the adjusted analytical accounting of finished goods in places of storage and separate
types of finished goods;

¢ untimely carrying out inventory of finished goods;

¢ reflection in accounting of structure of finished goods of other inventory items which are not
relating to finished goods [4].

In addition to the general issues concerning accounting of costs of production and an exit of
finished goods when conducting check it is offered to check correctness of definition and accounting
of quality of cardboard and paper products and its reflection in documents, conducting accounting of
quality of products, timeliness of drawing up acts of defects, observance of a sanitary state. At the
same time the auditor has to survey all necessary reporting data, primary documents, magazines and
other documents concerning check.

In our view, by consideration within the audit on quality control have to be:

¢ the measures reducing the probability of losses in transit, movement in the enterprise of
mechanical damages are taken;

¢ guarantees that provided the raw materials and materials cannot be used; without due quality
checks by laboratory;

¢ the actual weight of raw materials and materials is correctly reflected;

¢ the correct reflection of quality of raw materials and materials is provided;

+ compliance of the registration remains shown in registration registers of quantitative account,
to results of inventory is reached.

Also is exposed to check when determining quality of products losses from production scrap.
In the process of verification of losses from defect by production of cardboard and paper products it
is necessary to make sure of correctness of the registration of unrecoverable defect, timeliness and
completeness of its export in warehouses, the organization of further use. Ways of documentary and
actual control investigate all ways of utilization of marriage, i.e. its transfer on bringing to a certain
quality, delivery as secondary raw materials. Especially attentively it is necessary to check the number
of the used defect, correctness of its assessment to prevent abuses on this site of work.

Control from the auditor by determination of cost of unrecoverable marriage at the cardboard
and paper enterprises has to be strict. At the same time existence of accounting on unrecoverable
defect and non-standard products, and correctness of its drawing up has to be established. It is known
that final defect has to be reflected in all respects accounting. When checking unrecoverable external
defect it is necessary to pay attention to correctness of calculation of production prime cost, the sum of
transportation costs which were included in the account of the buyer, and transportation costs on return
of defective products [5]. On remediable defect it is necessary to check timeliness and reliability of
its documentary registration and also correctness of definition of the expenses provided on bringing
to a certain quality of products (a corrugated cardboard, the laminated paper, the combined material).
Further the reality of calculation of compensations reducing losses from defect is checked. At the same
time the auditor needs to consider that each above-stated sum is controlled in terms of observance
of the current situations about deduction at the cardboard and paper enterprises, timeliness of these
deduction and correctness of their reflection in account.
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Thus, in spite of the fact that there is a set of approaches to carrying out audit of an exit of finished
goods and defect production, consider that the technique of audit of an exit of finished goods and losses
considered by us from production scrap is more acceptable for domestic practice. Based on results of
the carried-out inspection, the auditor can not only give an assessment to efficiency of functioning of a
system of accounting and control within production economic activity, check correctness of carrying
out inventory and regulation of results of inventory, a condition of the quality system, but also to
develop effective and feasible recommendations about control of processes of an exit, reception and
storage of finished goods. Auditors have to pay special attention to the economic analysis of an exit
of finished goods and when developing strategy for development of activity of the enterprise. It will
allow increasing efficiency of activity of the separate divisions which are engaged in production and
all enterprise in general that gives the chance fully to achieve the main objective set for internal audit.
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Anjiarna

Makanaga eHIMHIH camachlH apTThIpy — O9CEKEeNIECTIK KYpec, OHIMIe CYpaHBICTHI apTTHIpY JKoHE Maiiaa
COMACHIH apTTHIPY HBICAHIAPBIHBIH Oipi OONFaHIBIKTAH, TAaibIH OHIM MEH OH/IIpICTEr] aKay ayAuTiHIH 6HIM calachH
aHBIKTAy VIIIH HETi3 peTiHAe MaHBI3IBUIBIFBI aTam KepceTiremi. Llemmronosa-kara3 KocIMOPBIHAAPBIHAA TaibIH
OHIMTE ay/IUT JKYPTi3y TOpTiOl KapacThIPbUIALL. ¥ UBIMHBIH TEXHUKAJBIK OaKbplIay O6JIiMiHIH )KOHE 3epTXaHaIaphIHbIH
ayIuTIMEH Oipre »y3ere achlpbUIaThIH JaiblH OHIMHIH CalachlH JKOHE aKay/laH OOJIFaH HIBIFBIHJIBI ayJAUTOPIIBIK
TEKCepy epeKIuelNiri ampuiabl. MyHAa TeXHOJIOTHSJIBIK Ky)KarTama CarachblHbIH HOPMAaTHBTEpi, ©HAIPICTIK
yuackesnep OOMBIHIIA cara KapTalapbl, CHIHAK aKTLIepi, akaybl ecerKke ajly KapTouKaJlapbl, TEXHUKAJIBIK OaKpLIay
OemiMIepiHiH aKMmapaThl, >KOCIAPIbI-DKOHOMUKAJBIK, OyXTalTepiiK ecel MaTephalgapbl KOJIAHBIN, e3apa Oip-
OipiMeH cabICThIpabl. BapibIK TYTKITIKTI XKapaMChI3 IeT TAHBUIFAaH OHIMHIH KYHBIHAH KOHE OHBI TY3€Ty KOHIHIeT1
MIBIFBICTAP/IaH KYpaJIFaH akay/liaH OOJIFaH IIBIFBIHIAP/IbI TEKCEPYMEH 03apa OalIaHbICThI JKYPTi3iIeTiH JaiibIH OHIM/I1
cara TYpFbICBIHAH TEKCEpy epekeci aHBIKTaNbl. Tekcepy HOTHIKEJepiHe Heri3lelie OThIPBIN, ayAuTop OHAIpiCTIiK-
IapyaniblIbIK KbI3MET HISHOEpiH/e ecell )koHe Oakpuiay XKYHECiHIH JKYMBIC icTey THiMIulirine Oara Oepe anassl,
TYTeHIEY JKYPTi3y/liH IYPBICTBIFBIH, cala KYHeciHiH al-KYiiH TeKcepe aiajpl, JaiblH OHIMHIH HIBIFapy, KaObuaay
JKHE caKTay IpolecTepin Oakpuiay OOMBIHIIA YCBIHBIMIAP J3ipIIeii anasl.

Tipek ce3aep: aynuT, TailblH ©HIM, OHIIPICTET akay, cama, OyXIITepiiK ecem, O0akpliay, CYpaHbIC, OoceKkere
KaOUICTTIIIK.

AHHOTAIUA

B crarbe nomuepkuBacTCs 3HAYMMOCTh ayJUTa TOTOBOW MPOMYKIMH 1 Opaka B MPOU3BOACTBE KaK OCHOBBI ISt
OTIpENeIICHUs KauecTBa MPOMYKIIHH, IIOCKOJIBKY MOBBIIICHUE KaueCTBa MPOMYKIIMA — OfHA U3 ()OPM KOHKYPEHTHOM
60pBOBI, pocTa crpoca Ha MPOAYKIUIO M YBEIUUCHUSI CYMMBbI MPUOBUTH. PacCMOTpEeH MOPSIIOK MPOBE/ICHUS ayAuTa
rOTOBO# MPOAYKIIUK HA IEJUTFOI03HO-0YMaXKHbBIX TPEIIPUSITUSIX. PackpbiTa crienuduka ayuTOPCKOi MPOBEPKH Ka-
YEeCTBA FOTOBOW MPOMYKIMH U [TOTEPh OT Opaka, KOTOpasi OCYIIECTBISIETCS BMECTE C ayIUTOM OT/Ie/Ia TEXHHUECKOIO
KOHTPOJISL U JJaDOpaToOpuii OpraHu3alluy. 31eCh MPUMEHSIOTCS HOPMATHBBI KaueCTBA TEXHOJIOTMYCCKOM TOKYyMCH-
TaIUK, KapThl KaueCTBa 10 MPOU3BOJICTBCHHBIM YYaCTKaM, aKThl UCIIBITAHUHN, KAPTOUYKH y4deTa Opaka, HHPOpMAIUs
OTHETIOB TEXHUYESCKOTO KOHTPOJIS, IIAHOBO-3KOHOMHYECKOTO, MaTepHallbl OyXralTepCKOrO ydeTa, KOTOpPBIe 3aTeM
B3aUMHO CpaBHHUBAIOT. OCBEICHBI MIPaBHIa IPOBEPKU TOTOBOM MPOAYKIIHH Ha COOTBETCTBYIOIIEE KaYeCTBO, KOTOpast
MIPOBOJIUTCSI BO B3aUMOCBSI3H C ITPOBEPKOIA MOTEPh OT Opaka, CKJIaIbIBAIOIIMXCS U3 CTOMMOCTH BCEH OKOHYATEILHO
3a0paKOBaHHOW MPOAYKIIMK U PACXOIOB 110 e¢ UcTpaBieHH0. OTMEUEHO, YTO, OCHOBBIBASICh Ha Pe3yJIbTarax MpoBep-
KH, ayIMTOp MOXET J1aTh OIEHKY d(PEeKTUBHOCTH (PyHKIIMOHMPOBAHUS CHCTEMbI Y4eTa U KOHTPOJISI B paMKax Ipo-
W3BOJICTBCHHO-XO035HICTBEHHOM JCSTEIBHOCTH, IPOBEPUTH MPABIILHOCTh TIPOBEICHHS WHBCHTAPH3AIMU, COCTOSHHUEC
CUCTEMBI KaueCTBa, BBIPA0OTaTh PEKOMEH/IAIIUH IT0 KOHTPOITIO 32 IPOIIECCAMH BBIXO/Ia, IPHEMa | XPaHCHHUS TOTOBOH
MPOIYKIIUH.

KiroueBple cioBa: ayauT, TOTOBas MPOXYKIMs, Opak B TPOM3BOJCTBE, KaueCTBO, OyXTradTepCKUil YdeT,
KOHTPOJIb, CIPOC, KOHKYPEHTOCHOCOOHOCTb.
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