%OMPTROLLER:AND AUDITOR CENERAt OF INDIA
NOTIFICATION
New Delhi, the 20th November, 2007
Regulations on Audit and Asgounts, 2607
In pursuance of section 23 of the Comptroller and Auditor General's (Duties, Powers and
Conditions of Service) Act, 1971 (Act no. 56 of 1971), the Comptroller and Auditor General of India

hereby makes the following Regulations, namely :—
CHAPTER l

: ' : ~ Preliminary

1. Short title, appllcation and commencement
(1) These Regmlanons may be called the "Regulations on Audit and Accounts, 2007".
(2) These Regulations shall apply to the officers and staff of the Indian Audit and Accounts .
Department and all ministries and departments of the Union Government, State Governments and Union j
Territory Governments as well as bodies, authorities and enterprisgs; to which the audit or accounu

/J.unsdlctlons of the Comptroller and Auditor General of India extenid.
2.0 o/ (3) These Regulatiéns shall come into force thh effect from the date of their publication in the

icial gazette.

2, Definitions "
In these Regulations, unless the context qtherwise requires,
(1) Accountant General (Accounts and Entitlement) means the head of the department of anf
accounts office of the Comptroller and Auditor General of India by Whatever designation called;

(2) Accountant General (Audit) means the head of the department of an audit office of
Comptroller and Auditor General of India by whatever designation called;

(3) Accounts Office means an office of the Comptfoller and Auditor General of India responsib
for compilation of accounts from the initial and subsidiary accounts rendered by the treasuries, offices ¢
departments responsible for keeping of such accounts and for entitlement work in relation to Govemm

g

employees and categories of employees;
(4) Accounts Officer means an officer, irrespective of designation, authorised by the Comptroli§

and Auditor General of India by a ‘gen'evral or special order for accounts or entitlement or related work;

(5) Audit means examination of accounts, transactions and records in performance of duties a4
exercise of powers of the Comptroiler and Auditor General as prescribed in the Constitution of India &
the Act and includes performance audit or any other type of audit determined by the Comptroller &
Auditor General of India. When used as a noun, it refers to Audit ljepartment as a whole or any pg
thereof as per context; )

(6) Audit Board means the Audit Board constituted by the Comptroller and Auditor General,

India for performance audits of Central Public Sector Undertakings;
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(7) Audit department or Audit institution means the offices of the Indian Audit and Acconms
artment under the Comptroller and Auditor General of India responsible for audit under the
titution of India and the Act;
(8) Auditable entity means an office, authority, body, company, corporation or any other entity
ject to audit by the Comptroller and Audltor General of India;
(9) Audit mandate means the authonty of the Comptroller and Auditor General of India for
udit under the Constitution of India and the Act and includes audit entrusted by the Government under

Act;
(10) Audit memorandum means a ,memorar\dum or letter issued during the course of audit for
iciting information, confirmation-of facts or any other matter considered necessary by the audit officer in
uct of audit; . _

(11) Audit note means a note 1ssued by an audrt ofﬁce containing the results of audit conducted

ith reference to data, information or documents available in an audit or accounts office;

(12) Audit office means an office of the Comptroller and Auditor General of India responsible for
it , . .
~ (13) Audit Officer or auditor means an officer, by /whatever designation called, authorised by
Comptroller and Auditor General of India by a general or a special order to conduct audit;

(14) Audit report of the Comptroller and Auditor General means a report of the Comptroller
Auditor General of India under Article 151 of the Constitution of India or under Section 19A of the
t or under Section 49 of the Union Territories Act, 1963

(15) Audit Review Committee means the committee constituted by an Accountant General
udit) for finalisaion of performance audits of State Public Sector Enterprises;
(16) Auditing Standards means the audmng standards issued by the Comptroller and Auditor
al of India unless the context otherw:se requrres
(17) Comptroller and Audltor General or the C & AG means the Comptroller and Auditor
eral of India appointed under Article 148 of the Constitution of India;
_ (18) Entitlement for the purpose of these Regulatlons means functions relatmg to pay, provident
d or pension and related work which the Comptroller and Auditor General is to perform under Article

49 of the Constitution of India and the Act;’ ‘ .
(19) Government means the Umon Govemmcnt the Government of a State and/or Government

f the Unidn Territory as the context may requrre
(20) Government company means a _Govemmem company as defined under Section 617 of the

ompanies Act, 1956 (Act No. 1 of 1956);
(21) Deemed Govern_ment‘Corlipgny for the purpose of these Regulations means a company

overed under Section 619B of the Companies Act, 1956;

(22) Guidelines are the guidelines issued by the Comptroller and Auditor General for carrying
t the mandate. These are generally on professional matters especially on emerging and important areas

f audit or accounts. The guidelines are to be consistent with these Regulations and are to be followed by

audit officers and the accounts officers;

(23) Inspecting officer means an officer in chargé of an audit team deputed for audit;

(24) Inspection report means a report issued by an audit office conataining the results of an
dit;
(25) Local fund auditor means an auditor, by whatever designation called, generally appointed )
by a State Government for audit of accounts of panchayati ra) institutions and/or urban local bodies;
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(26) Major irregularity means (a) an instance of suspected material fraud or corruption comin,
to the notiée\ in audit, or (b) an irregularity of serious nature involving public funds, particularly tha
relating to mismanagement, loss, waste, nugatory expenditure or loss of revenue. exceeding the monetar
limit prescribed by the Comptroller and Auditor General in this regard, '

27 Man(\l'ate of the Comptroller and Auditor General means the authority vested in him i
regard to accounts and audit under the Constitption of India and the Act;

(28) Practice notes are the detailed 'instruqtions on audit or on accounting matters. These need
be consistent with the Regulations, standing orders, and guidelines issued by the Comptroller and Audito
General; . _ '

(29) Separate audit report means an audit repoﬁ containing audit observations on the account o;
an authority, body or corporation whether or not required to be laid before the legislature;

(30) Standing orders of the Comptroller and Auditor General are the orders, including orders ot
administrative matters, of permanent nature issued in fulfilment of the mandate. These are to be cnsisten
with these Regulations and are to be followed by the accounts officers and the audit officers; .

. (31) Statutoery auditor means an auditor or an auditing firm appointed under the Companies Act,
1956 for the audit of ..ccornts of a Government company or a deemed Government company; and

(32) The Act means the Comptroller and Auditor General s (Duties Powers and Conditions of
service) Act, 1971 (Actno. 56 or 1971);

All other expressions used in these Regulations but not deﬁncd herein shall have the meamn‘
respectively assigend to them in the Constitutions or in the Act.

CHAPTER 2
General
3. Role of the C & AG in regard to audit '

The Comptroller and Auditor General is the sole éuthority prescribed in the Constitution entrus
with the responsibility of audit of accounts of the Union‘and of the States. It is the duty of the Comptroll
and Auditor General to audit receipt and expendlture of the Union and each state and the Union Terri

Governments. The audit reports of the Comptroller and’Audltor General are placed before parliament
the Legislature of the State or the Union Territory, as the case may be.

The duties of the Comptroller and Auditor General also extend of audit of Government comp
and corporations and bodies and authorities in accordance with the laws made by the legislature and ru
made thereunder. o

4. Broad objectives of audit o ¢

The broad objectives of audit’ are to ensure legality, regularity, economy, efficiency
effectiveness of financial management and publlc admmxstrailon ma.\nly through assessment as to:

(1)whether the financial statements are properlybmapred are complete in all respects ;‘
are presented with adequate dlslosures (ﬁnanclal audit);

(2)whether the prov151ons of the Constitution, the apphcable laws, rules and regulati
made thereunder and various orders and instructions lssued by competcnt authority are ‘
complied with (compliance audit); and

(3)the extent, to whicl an activity, programme or organisation operates economi
efficiently and effectively (performance audit).

’:5. All audité to be as per Mandate, Regviations etc.
All audits undertaken by the C ompu'ollcr and Auditor General, or on his behalf, shall be as per
Constitution: of India and the Act. These. Regulamns, mandmg orders, guidelines and practice notes i
by the Compirciler and Auditor General sha!! gmde thg copduct of such audits.
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ithority of the C &AG in regard to audit
Under Section 18 read with Section 2(e) of the Act, the Comptroller and Auditor General has the

Jrity:

(a)to inspect arly office of accounts under the control of the Ur;ion or of a State or of a
Union Territory having a legislative assembly;

(b)to require that any accounts, books, papers and ther documents which deal with or form
the basis of or are otherwise relevant to the transagctions to which his duties in respect of audit
extend, shall be sent to such place as he may appoint for his inspection; and

(c) to put such questions or make such observations as he may consider necessary, to the
person in charge of the office and to call for such information as he may require for the

preparation of any account or report, which it is his duty to prepare.

The person in charge of any office or department, the accounts of which have to be inspected and
wlited by the Comptroller and Auditor General, shall afford all facilities for such inspection and comply
fith requests for information in as complete a form as possible and with all reasonable expedition.

} Participation in management committees
_Auditors should ordinarily not become members of management committees and if advice is to be
ven, it should be conveyed as audit advice or recommendation and acknowledged clearly as such.

Advice by Audit on certain issues ‘
Audit should be ready to advise 7the_ executive in such matters as accounting standards and policies

the form of financial statements.
. No pawer of direction with the executive in relation to Audit
. . R .
It is important for the independence of the Cor'nptroller and Auditor General that there is no power

direction by the executive in relation to the performance of the audit mandate. the Comptroller and
uditor General is not obliged to carryout, modify or refrain from carrying out an audit or suppress or
odify audit findings, conclusions and recommendations in the light of any directions by the executive.

: is,” however, does not preclude requests to the Comptroller and Auditor General by the executive
n in this regard shall rest finally with the Comptroller and Auditor

posing matters for audit. Decisio

eral. '
0. Utilising specialised skills from external sources
The Comptroller and Auditor ‘Genéila'l may, in special circumstances and if so required, utilise

ialised skills from external sources in carrymg out an audit or accounts task.
1. General or common Regulations to apply in all cases
General or common Regulétions éhall apply in all cases subject to specific provisions made in

icular chapters in these Regulations. _
' ' CHAPTER 3
Scope and Extent of Audit

12. Authority for determination of scope and extent of audit
Under Section 23 of the Act, the scope and extent of audit shall be determined by the Comptroller

#nd Auditor General,

3. Scope of audit
(1) Within the audit mandate, the Comptroller and Auditor General is the sole authority to decide

the scope and extent of audit to be conducted by him or on his behalf. Such authority is not limited by any

considerations other than ensuring that the objectives of audit are achieved.
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(2) In the exercise of the mandate, the Comptroller and Auditor General undertakes audits whic|

are broadly categorised as financial audit, compliance audit and performance audit, as elucidated q
Chapters 5, 6 and 7 respectively. ‘ ;

(3) The scope of ‘audit includes the assessment of internal controls in the auditable entities. Suci

an assessment may be undertaken either as an integral component of an audit or as a distinct zudil
assignment. !

(4) The Comptroller and Auditor General may, in addition, decide to undertake uny other audit 01

a transaction, programme or organisation in order to fulfill the mandate and te achieve the abjectives o
audit.

14. Extent of audit '

Extent of audit means the quantum of audit including the period, the units of the auditable entity
the extent of test check and the boundaries of audit enquiry to be covered in an audit.
15. Power to dispense with detailed audit

Under Section 24 of the Act, the Comptroller and Audit General may, when circumstances s
warrant, dispense with any part of detailed audit of any accounts or class of transactions and apply suc
limited check in relation to such accounts or transactions as he may determine.
16. Conduct of audit

Audit will be conducted (a) with reference to such accounts, vouchers and records as may
received in the audit o.fﬁce and/or in the accounts office and may include on line data, information
documents of the auditable entity; and (b) in the office of the auditable entity or at the site where th
relevant records for audt are available or at such other place as may be decided by Audit.

17. Request for special audit

(1) The Comptroller and Auditor General or any officer so authorized shall give due considerati
to a request for special audit of a programme, project, or organization within the audit jurisdiction provid:
that every such request: '

(a) is made with the approval of the Secretary to Government of the concerned department,
(b) shall state the justification and reasoris that necessitate a special audit, including

results of any preliminary inquiry, investigation or smdy that may have already baeen conduc
and "

(c) specify the period to be covered in the special audit.

(2) The decision of the Comptroller apd Auditor General or any offcer so authorized in regard
the special audit shall be final.

18. Reporting the resuits of spécial audit

(1) The Accountant General (Audit) shall report the results of the special audit to the Secretary @
Government of the concerned department and in case of a State or a Union Territory with legislati
assembly, also report these results to Secreatary to Government, Finance Department.

(2) The Comptroller and Auditor General reserves the right to communicate the results of
special audit to the ministry of Finance, Government of India and to include them in the audit report.

CHAPTER 4
Guiding Principles of Auditing Standards
19. Definition
Auditing standards prescribe the norms which the auditors are expected to follow in conduct
audit. These provide guidance to the auditor to help determine the auditing steps and procedures that shou

be applied in audit and constitute the criteria or the yardstick against which quality of audit results
evaluated.

20. Relevance and application _
(1) Auditing Standards provide the framework for performing high quality audit, Compliance wi

these standards is expected to ensure that a high quality of audit is performed for achieving the au
objectives. :
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(2) Auditing standards shall apply both to the individual auditor and the audit department.

(3) All audits on behalf of the Comptroller and Auditor General are required to be conducted as
per the auditing standards, In other words, auditing standards shall apply to all types of audit including
financial audit, compliance audit and performance audit.

(4) Auditing standards shall be consistent' with the guiding principles of auditing. standards as
contained in this Chapter.

21. Consideration of international auditing standards while prescribing auditing standards

The interntional auditing star:- - r-. . m1ay be considered and suitably adapted keeping in view the
Constitution of India, the Act, other rele ant statutes, extant rules and these Regulations while prescribing
the auditing standards of the Comptroller and Auditor General.

- 22. Scope of auditing standards
The auditing standards shall inter alia include the following:

(a) Basic postulates

(b)' General standards

(c) Field standards

(d) Reporting standards

(a) Basic Postulates
: 23, Definition
f The basic postulates for auditing standards are the basic premises and requirements which help in
. developing auditing standards and guide the auditors in forming their opinions and reports, particularly in
p cases where no specific standards apply. ' '
24. Framework of basic postulates
The basic postulates for auditing standards shall inter alia‘include the following;
(1) The auditing standards shall be complied with by the auditors in all matters that are
deemed material. , o ' .
(2) The auditors shall apply their omﬂ»j\udgement to the diverse situations that arise in the

g course of audit. : o
? (3) There shall be an effective accountability process in operation.
' (4) The Government shall be responsible for establishment, development and enforcement
L of adequate information, control, evaluation and reporting systems within the Government to
facilitate the accountability process. '

(5) Appropriate authorities in Government shall ensure the promulgation of. acceptable
accounting standards for financial reporting and disclosure that are relevant to the needs of the
Government and that result in true and fair presentation of financial position and results of
operations. A

(6) The Government shall establish an adequate system of internal control to minimise the
risk of errors and irregularities.

(7) The Government shall ensure cooperation of auditable entities in providing access to all
relevant data, information and documents necessary for audit.

(8) All audit activities shall be consistent with the audit mandate of the Comptroller and
Auditor General. |

(9) Audit shall avoid conflict of interest between the auditor and the auditable entity.

(b) General Standards
. 25, Definition _
The general standards desribe_ the qﬁaliﬂcations of the auditor and the audit institution, the

compliance of which enables them to carry out the tasks related to conduct of audit and reporting of audit
findings in a competent and effective manner. These standards establish a foundation for credibility of
. work of the auditor and the audit institution. '
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26. Framework of general standards
The general standards shall inter alia include:

(a) Independence: The auditor and the audit instiution should be independent in all matters
relating to audit work so that their opinions and reports are impartial.

(b) Professional competence: The auditor and the audit institution should possess adequate
professional competence for performance of work. The audit institution should assess skill needs
to consider whether its workforce has the essential skills that match those necessary to fulfill the
audit mandate. Accordingly, the audit institutions should have a process for recruitment, hiring,
continuous development, assignment and evaluation of personnel to maintain a competent
workforce.

(c) Due care: The auditors should exercise due care and caution in complying with auditing
standards particularly in planning audits, specifying, gathering and evaluating evidence and in
reporting findings, conclusions and recommendations.

(d) Professional judgement: The auditors should use professional judgement in all aspects
of carrying out their professional responsibilities. Professional judgement represents the
application of the collective knowledge, skills and experience of all personnel involved with an
assignment as well as the professional judgement of the individual auditors. In addition to
personnel directly involved in the audit, professional judgement may involve collaboration with
other stakeholders, outside experts and the management in the audit institution.

(c) Quality control: The audit institution should establish a system of quality control that is
designed to provide reasonable assurance that the institution and its personnel comply with
standards. The system of quality control encompasses the audit institution's emphasis on
performing high quality work, and thé organisation's policies and procedures designed to provide
reasonable assurance of complying: with standards. The audit institution should document its
quality control policies and procedures and communicate them to its personnel.

(c) Field Standards
27. Definition
The field standards provide an overall framework for conducting and managing an audit. Separate
field standards may be formulated for financial audit, compliance audit and performance audit.

“28. Relationship with general standards and reporting standards

The field standards are related to the general standards which set out the basic repuirements for
undertaking the tasks covered by the field standards. They are also related to the reporting standards which
cover the communication aspect of auditing, as the resulus from carrying out the field standards constitute
the main source for the contents of the audit findings, opinions or reports. ‘

29. Framework of field standards

The field standards shall inter alia include:

(1) Planning: The auditor should plan audit in a manner which ensures that an audit of high
quality is carried out in an economic, efficient and effective way and in a timely manner.

(2) Supervision and review: The work of audit staff at each level and audit phase should be
properly supervised during audit and a senior member of the audit staff should review documented
work.

(3) Examination and evaluation of internal control: The auditor, in determining the
extent and scope of audit, should examine and-evaluate the reliability of internal control. Auditors
should obtain a sufficient understanding of-intérnal control to plan the audit and determine the
nature, timing and extent of checks to-be-performed.

(4) Compliance with applicable laws, rules and regulations: The auditor shall verify
compliance with applicable laws, rules and regulations and highlight deviations, if any.

(5) Audit evidence: Competent, relevant and reasonable evidence should be obtained to
support the auditor's judgement as well as conclusions regarding the organization, programme,
activity or function under audit.
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definition

rting the results of audit.
Application

** The reporting standards shall .apply, equally toaall kmdﬁ of repom submitted by the Govemment
tors to the executive and the legislature,. including:. mspectlon repons audnt regprts -and audit
ificates on financial tatement or statements of expendifure. ... o

Framework of reporﬂng standards ' I ,;.?,,-;
The reporting standards shall mter— ‘alia tnclude ﬂle foltowmg

"(1) Reporting standards shall be meant to asstst, and not to supersede, prudent _)udgement of
the auditor in framing and reporting audit findings,’ conclusxons and recommendanons

(2) The reports should be complete accurate ob_tectwe convincing, clear, concise,
constructiye and timely.

(3) The form and content of all audit:opinions and reports need to be consistent with the
principles laid down in regard to (a) objectives and scope, (b) completeness, (c) addressee, )
identificatidn of subject matter, (_e)'_legal,basis, (f) compliance with standards, and (g) timeliness.”

(4) In formulating the audit opinion or repoft, the auditor should inter alia give due regard to
the materiality of thc matter keepmg in view the amount, nature and context.

(5) Auditors should report on s1gmﬁcant instances of non-compliance and abuse that were
found in audit. In some circumstances, auditors should report illegal acts promptly to the audited
entity without waiting for the bull repon to be prepared after the audit.

(6) When auditors conclude, based on evidence obtained, that fraud or corruption has either
occured or is suspected 1o have ‘occured, they should report relevant information. Such
information that is clearly mconsequentlal either in a quantitative or qualitative sense need not be
reported. When fraud involves financial assistance directly or indirectly from the Government and
if the management fails to take remedial steps, the auditor may report it directly to the concerned
Govermnment and the grantor agency where such assistance is indirect and routed through such
agency. Reporting of the cases of fraud and corruption noticed in audit directly to any other
authorities shall be governed by the general. or special orders of the Comptroller and Auditor
General. The reporting of instances of fraud and corruption need not wait for final report of the
auditor where promptness in such reporting is desirable due to spac:al ~*rumstances.

(7) Auditors should report deficiencies in internal contro! th:! tk:&y consider signifieant.

(8) Compliance audits, besides reporting on individual cases of non-compliance and abuse,
also require reporting on weaknesses that exist in,sy'stems" f financial ‘managemenl atid intrernal
control. The auditor should also report the resuits of examir&tion of rules, regulations, orders and
instructions and their consistency as well as 's_igniﬁcant irregularities and instances of fraud and
corruption. ' ' ;

(9) In the report on the financial statements, the auditor should inter alia either (a) describe
the scope of the auditor's testing of comphance ‘with laws, rules and regulations and internal
control in preparation of financial statements and present the results of those tests or (b) refer to
the separate reports containing that mformatlon In presenting the results of those tests, the
auditor should report fraud, .conuptxon, illegal actys, other material non-compliance, and
significant deficiencies in internal control over financial reporting. '
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(10) The performance audit report should state clearly the objectives and scope of the audit.
Reports may give independent information, advice ro assurance as to whether and to what extent
economy, efficiency and effectiveness are being or have been achieved. Performance audit repo
should not concentrate solely on adverse assessment of the past but should be constructiv

Recommendations should, as far as feasible, suggest what improvements a:¢ needed and how to
achieve them. '

(11) In follow up of recommendations, the auditor should maintain objectivity an

independence and focus on whether ldenuﬁed weaknesses are corrected rather than on wheth
specific recommendations are adopted.

(12) Audit reports shall be forwarded by the audit department to the appropriate authoriti

of the audited entity. Copies shall also be sent to other officers who may be responsible for takin
action on audit findings, conclusions and recommendations.

(13) Systems and procedures should be in place to assess whether adequate, prompt and
proper follow up action has been taken on audit reports. In subsequent audits, the auditor shoul
examine and report whether satisfactory action was taken on the audit reports.

CHAPTER-S

Financial Audit
33. Audit of annual accounts of the Government

Under the Constitution of India and the Act, it is the duty of the Comptroller and Auditor General
to audit and report on the accounts of the Union Government and of the Governments of each State and
Union Territory having a legislative assembly. These reports are submitted to the President or the
Governor of a State or the Administrator of a Union Territory having a legislative assembly, as the case
may be, for being placed before the appropriate legislature.

34, Certification of Finance and Appropriation Accounts

The Comptroller and Auditor General examines and certifies the Finance Accounts and the
Appropnatxon Accounts of the Union and"of each State and the Union Territory having a legislative
assembly, irrespective of the agency ‘_that__xs_ _respon‘stbl.e for thetr compilation.
35. Finance Accounts of the Government

The Finance Accounts of the Government show the receipts and disbursements of the.
Government for the financial year, together with the financial results disclosed by the revenue and capital |
accounts, the accounts relatmg to public debt and assets.and other liabilities as prescribed.
' 36. Appropmmon Accounts of the Government

The Appropriation Accounts of the Government show the expendlture of the Government
compared* with the amouhts authorised by the legislature with explanatlons for significant variations
between the two by way of savmg or excess beyond the prescribed limits of such vanatlons

A Cheeks in financlal audit ' S T T S

The primary purpose of financial audit is to"verify -whether the accounts of Government are

properly prepared, are complete in all respects and are presented with adequate disclosures. Financial audit
thus venﬁes

) books of accounts and the financial statements for their compliance with the applicable
laws, rules and regulations and accounting principles, policies and acceptable standards including ;
conformity with the form of accounts prescnbed by the President on the advice of the Comptroller
and Auditor General; '

(2) completeness of the books of accounts and the financial statements; this also includes a;
critical review of the amounts that are not adjusted to their final classifications;
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(3) accuracy of the books of dccounts ‘and ‘the financial statements including consistency
between the related statements;

¢ (4) timeliness of the books of accounts and the financial statements;

(5) adequacy of disclosures including appropriate and necessary explanations for any entry
or amount that is prima facia unusual; and :

(6) in the case of Appropriation Accounts, in addition to the above, (a) the amount of actual
; expenditure for its legal avai' i (- for and application to the service or purpose in accordance
with the scope and intent of the “;rant; (b) the orders of re-appropriation and surrender of funds for
their legality, competence and propriety; and (c) the explanations for the significant variations
between the amount of actual expenditure and the amounts authorised by the legislature, beyond
the prescribed limits of such variations, for their veracity.

- 38. Requirement for sending copies of orders of re-appropriation and surrender of funds
Government depat_q_p.ént shall send copies of all orders of re-appropriation and surrender of funds
to the audit office and the accounts office as soon as these are issued. A consolidated statement of all such
- orders issued during a financial year shall also be sent to the audit office and the accounts office 50 as to
| reach within one month after the close of the financial year. A nil statement shall be sent if no such order
was issued.

39. Orders of re-appropriation and suri'ender of funds to state reasons explicitly

The orders of re- appropnatlon shall comprehenswely and explicitly state the reasons for the
transfer of funds between dlfferent units of appropriation. The reasons for surrender of funds should also
be similarly stated.

40. Reasons for excesses and shortfalls to'be furnished -

' Government department shall ﬁlfnié,h to the audit office and the accoynts office, within such time
as may be specified reasons. for any excess or shortfall in expenditure beyond the limits prescribed for the
purpose under any unit of appropriation vis-a-vis the amount providéd for it.

| 41. Supply of specific documents and lnformatlon to the audit officer

: Without prejudice to the generahty of other provisions in this regard in these Regulations,
Government departmems and the agency respons1ble for the compilation of accounts and financial
statements shall inter alia supply the followmg to the audit officer:

(1) the reasons for any mgmﬁcant vanahons between the amounts of expenditure and the
amounts of receipts of the of accounts and the correspondmg amouats for the preceding year;

_ (2) the statement of penodlc book adJustments together with the copies of the general or
special orders authonsmg_ such qdju;&nepts

(3) the explanation for differences, if any, in the cash balance as per the books of accounts
and the balance as per the books of the Reserve Bank of India;

(4) the explanation for any. items that are prima facie unusual including adverse and
E insufficient balances; :
(5) the reasons for variations, if any, between the closing balances of the preceding year and

the opening balances of the year of accounts in respect of heads of accounts that do not close to
Government account;

(6) the confirmation of the outstanding amounts of loan and interest on loans;
(7) the details of overdue loans and interest on loans;

(8) the explanation for and analysis of variations, if any, between the amounts as per the
detailed accounts kept in the form of ledgers and the correspondmg agregate amourits as per the
books of accounts and financial statments; -
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(9) the statment of outstandmg guarantees mcludmg the amounts (ongmal amounts as well
as the amounts outstandmg at the end of the year),

(10) the conﬁnnauon of the amounts of guarantees (original amounts as well as the amounts
outstanding at the end of the year) from the parties on whose behalf the guaraqqaes were issued;

(11) the details of guarantees mvoked during the year;

(12) the amount of guarantee fee recelved and the amount in arrears;

(13) the details of mcoplete works costing more than the limit prescnbeﬂ’by the audit office
from time to tnne and -

(14) year-w1se analysxs of the amounts outstandmg under ‘Rermttadbe and ‘Suspense’
heads of accounts. ' -

42. Action plan for certiﬂcatlon of ﬁnanclal statements

The audit oﬁ'xce and the agenclcs respons:ble for preparat:on and compllanon of accounts shall
l prepare an annual action plan for the timely compleuon of certification of financial sta!emems and monitor
: its implementation.

CHAPTER 6
{ < _ : . Compliance Audit
1 (a) Broad Principles
{ 43. Examination of trénsaction_s in compliance audit .

Compliance audit examines the transactions relating to expenditure, receipts, assets and liabilities
of Government for compliance with :

(1) the pro'visions of the Constitution of India and the applicable laws; and

(2) the rules, regulations, order and instructions issued by the competent authority either in
pursuance of the provisions of the Consututlon of India and the laws or by virtue of the powers
formally delegated to its by a superior authonty

44. Examination of rules, regulations, order, etc. in compliance audit

’

Compliance audit also includes an: exammauon of the rules, regulat:ons, orders and ingtructions
for their'legality, adequacy, transparency, prpp_nety and prudence and effectiveness, that is whether these

(1) intra vires the prOvisibﬂs of the Cénstitutidn of India and the laws (legality);
(2) sufficiently comprehensive and ensure effective control over Government receipts,

expenditure, assets and liabilities with sufficient safeguars against loss due to waste misuse,
mismanagement, errors, frauds and other irregularities (adequacy);

(3) clear and free from amblgulty and promote observance of probity in decision making
(transparancy);

(4) judicious and wise (propriety and prudence); and _
(5) effective and achieve the intended objectives and aims (eﬁ'ectivenesé).
45. Examination of rules, regulations, order, etc. for consistency

Compliance audit also examines whether the rules, regulauons orders and -instructions are
consistent. :
46. Endorsement of copies of rules, regulations and orders by Government departments

Government departments shall invariably endorse or otherwise send to the audit office (s) and the

accounts office (s) copies of all rules, regulations and general orders regulating of revenues, incurring of
expenditore and liabilities and management. of assets and liabilities, as soon as these are issued.
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" 47. Reference of revision of rules or codes to Audit for serutiny before issue

Wherever possible, any revision of rules or substantive codes undertaken by the Government
departments and having‘ financial, accounting or auditing implications may be referred to the concerned
- Accountant General (Accounts and Entltlement) or Accountant General (Audit), as the case may’ bc for
serutiny before issue.

(b) Audit of Expenditure
48. Authority of the C&AG in regard to audit of expenditure

Section 13 of the Act authorises the Comptrol]er and Auditor General to audit all expenditure
from the Consolidated Fund of India and of each State and of each Union Territory having a legislative
assembly, Section 13 read with Section 2 (e) of the Act also authorises the Comptroller and Auditor
General to audit all transactions of the Union and of the states and Union Territories relating to
Contingency Funds and Public Accounts.

49. Examination of systems and proccdures and checks to be applied in audit of expendlture

Audit of expenditure incurred from the Consolidated Fund examines and verifies whether
sdequate, proper and sound systems and procedures are in place and are being complied with, both in letter
spirit, for spending public money, Audit inter alia checks the expenditure for:

(1)Appropriation, that is, the availability of funds in the budget, including supplementary
grant(s) and re-appropriation; this also includes (a) examination of the orders of re-appropriation
for their legality, competence and propriety; and (b) confirmation that the expenditure is within
the scope and intent of the grant and does not attract the limitation of new service or new
instrument of service; :

(2) Authorisation by the_ authority that is.competent to do so;

(3) Compliance with the requiremént of the applicable laws, rules, regulations, orders and
instructions in actual disburseme‘nt'

(4) Evidence by way of vouchers payees acknowledgements, etc;

(5) Record in the books of the spendmg officet, including cross-verification with the records
of the treasury, pay and accounts office, bank, etc;

(6) Accounting in the books of the Government; and
(7) Monitoring, control and reporting as prescribed in the Government rules.

The above carries an embedded, but essential, requirement of the examination of expenditure for
pliance with the broad and general principles of financial propriety, Audit shall bring to light not only
ificant cases of irregularity and breach of rules, regulations and orders but also every matter which, in
 judgement of the audit-officer, appears to involve significant unnecessary, excessive, extravagant or
asteful expenditure of public money and resources despite compliance with the rules, regulations and

. ‘
Endorsement of copies of sanction orders and contract agreements to Audit

Copies of all orders sanctioning expenditure issued by Government departments shall be endorsed
otherwise sent to the audit office as soon as these are issued. The orders shall cite reference to the
ority by way of rules, regulations, etc. in-terms of which the expenditure is sanctioned, Heads of
' ents shall also to the audit office quarterly statements on the 15th day of each of the months of
y, October, January and April, of all sanctions issued in respect of their départment during the preceding
rter. A nil statement shall be sent in case no such order was issued during the preceding quarter.
The Comptroller and Auditor General may, by a general of special order, exempt any department
a particular class or classes oforders from the reqirement of sending copies to audit office.

Copies of contract agreements need hot be sent to the audit office. Only quarterly statements
luding nil statements) of all contracts entered into in the preceding quarter need to be sent to audit
ce as per time schedule given above.
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S1. Audit of transactions of Public Account and Contingency Fund

The basic principles of audit of expenditure incurred from the Consolidated Fund apply mutatis
muandis to any expenditure that may be incurred from the Public Account or from the Contingency Fund.
Audit may also exapine the tranisactions for their legality, competence and propriety and:

(1) in the case of Public Account, for the aydilability of credit for any withdrawal; and

v

(2) in the case of Contingency.Fund, for the availability of sufficient balance in the Fund
for any amount of advance as well as timely resumption to the Fund of any such amount.

52. Endorsement of copies of sanctions of advance from Contingeney Fund

The Ministry of Finance or Finance Department shall endorse or othewise sent to the audit office
and the accounts office, copies of all sanctions of advance from the Contingency Fund as well as
resumption of the advance to the Contingency Fund as soon as these are issued.

" (C) Audit of Receipts
53. Authority of the C&AG for audit of receipts

Section 16 of the Act authorises the Comptroller and Auditor General to audit all receipts (both
revenue and capital) of the Government of India and of Governments of each State and of each Union
Territory having a legislative assembly and to satisfy himself that the rules and procedures are designed to

secure an effective check on the assessment, concction and proper allocation of revenue and are being duly
observed. : '

54. Examination of systems and proéédures and their efficacy

Audit of receipts includes an cxamingﬁon of the systems and procedures and their efficacy in
respect of:

(1) identification of potential tax assessees, ensuring compliance with laws as well as
detection and prevention of tax evasion;

2) pursﬁit of claims with due diligence and that these are not abandoned or reduced except
with adequate justification and proper authority;

(3) prompt investigation of losses of revenue through fraud, default or mistake including, if
required, through the review of other similar cases;

(4) exercise of discretionary powers in an appropriate manner including levy of penalties
and initiation of prosecution;

(5) appropriate action to safeguard the interests of the Government on the orders passed by
departmental appellate authorities; '
(6) any scheme as may be introduced by the Government from time to time; ‘
(7) any measures introduced to strengthen or improve revenue administration;

(8) amount® that may have fallen into arrears, maintenance of records of arrears and action
taken for the recovery of the amounts in arrears:

(9) other ancillary and non-assessment functions including expenditure incurred by the
departments;

(10) achievement of targets, accounting and reporting of receipts and their crossverification
and reconciliation with the accounts records;

(11) amounts of refunds, rebates, drawbacks, remissions and adatements to see that these
are correctly assessed and accounted for, and

(12) any other matter, as may be detemined by the Comptroller and Audite: Generél.




[T 1I-Eve 4] HRAT B XIW9H . AR 61

55. Integrity of datﬁ, information and documents forming basis of policy

The scope of audit of receipts includes examination of integrity of data, information and
documents which form the basis of a policy.

56. Access to assessment files and records and ébmbuterised database

(1) The audit ofﬁcer shall have access to individual assessment files as may be necessary
subject to provisions of apphcable laws and rules. The department concerned shall provide acess
to the assessment records and also any computerised systems including the databases maintained
by it in hard copy or/and electronic form.

(2) As regards third party records and additional information thereon, provisions in his
regard in Chapter 12 refer.

57. Follow up action on systémic faults or high risks pointed out by Audit

Where the audit officer points out s.ystemi'c faixlt'é or identifies high risks, the department should
take appropriate action to address these faults and mitigate the risks so identified.

58. Intimation of follow up action taken by the department ,'

The department shall furnish within six months of the close of each financial year, an annual
statement to the Accountant Géneral (Audit) containing the details of follow up action taken on andit
observations, including recoveries, in respect of accepte(f paragraphs included in the audit reports laid
beforé Parliament or legislature till the end of that financial year.

(d) Audit of Assets arid Liabilities
.Stores and Stock
§9. Authority of the C&AG for audit of stores and stock

Section 17 read with Section 2(¢) 6_f. the, Act authorises the Comptroller and Auditor General to
audit and report on the accounts of the stores, and the stock kept in any office or department of the Union or
of a State or of a Union Territory having a !ggiSlativc assembly.

0. Manner of keeping accounts of stores and stock

The accounts of stores and stock shall be kept in the manner preseribed by the Union Government
in consultation with the ({Iomptroller_and Auditor General. '
61. Audit of stores and stock

Audit of stores and stock is primarily an extension of audit of expenditure. Additionally, it
involves verifying that adequate and sound systems and procedures are in place and complied with for :

(1) establishment of the need for procurement of stores ;

(2)proper assessment of requxrement of stores, including, where applicable, determination of
reserve stock limits;

(3) authorisation of procurement of stores;

(4) procurement of stores in a cost-effective ‘manner in accordance with the prescribed systems
and procedures;
(5) receipt, inspection, custody, issue and accounting of stores including appropriate segregation
of duties of personnel and reconciliation of store accounts with books of accounts;

(6) verification of physical balances at prescribed intervals, and reconciliation and resolution of
discrepancies between physical balances and balances as per the records without delay; and

(7) indentification of obsolete and surplus stores, their disposal by way of sale and/or transfer to
other units, divisions, etc. and accounting of corresponding receipts, or write off after proper investigation.

. etmd
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62. Right of Audit to investigate stores balances

Audit shall not normally assume responsibility for physical verification of stores which rests with
the Government. It however, reserves the right to investigate store balances and highlight discrepancies.

Other Assets and Liabilites
63. Authority of the C&AG in regard to audit of other assets and liabilites

Section 13 read with Section 2(e) of the Act authorises the Comptroller and Auditor General to
audit trading, manufacturing and profit and loss accounts and balance sheets and other subsidiary accounts
kept in any department of the Union or of a State or of a Union Territory having a legislative assembly and
to report on accounts so audited by him. : -

Accordingly, besides store and stock, audit by the Comptroller and Auditor General shall extend
to all other assets and liabilities of the Union and of States and of Union Territories having a legislative
assembly including ongoing and completed works, investments, loans and advances, deposits, cash
balances, internal and external borrowings, guarantees given by the Government, reserves and sinking

funds.

64. Broad principles of audit to apply
Broad principles of audit shall apply to audit of assets and li;lbiliﬁes

65. Audit to be governed by orders of the C & AG

Audit of assets and liabilities shall further bé gbvémed by any general or spécial orders issued by
the Comptroller and Auditor General.

(e) Audit of Grants-in-aid and Loans
66. Audit of grants-in-aid and loans '

Audit of grimts-in—aid and loans is primarily an extension of audit of éxpenditure and the broad.
principles of audit of expenditure *shall apply. Additioné‘lly’," it éxamines whether the amount of
Government assistance is utilised for the intended purpose. ’

67. Verification to be done during audit of grants-in-aid aild loans

Audit of Govcmmcnt assistarice in form of grants-in-aid or, Joans shall be conducted to verify }
whether systems and procedures are in placc and are being complied w1th for

(1) clear enunciation of purpose for thc sanction of the Go,vex_'mnent assistance;

(2) proper and transparent identification-and selection of persons, bodies and authorities for
Government assistance with reference to their antecedents, absorptive capacity, financial position, systems
and management practices;

(3) determination of amount of assistance and its timely release;

(4)proper accounting of assnstance byt thc grantet or the loanee mcludmg maintenance of accounts
in such form as may be prescnbed

(5) ensuring the fulfillment of conditions of Government assiStance;

(6) monitoring and ensuring the economical, efficient and effective end use of assnstancc
including achievement of the objectives of assistance;

(7) refund to Government of any unutilsed amount; and

(8) in the case of loans, their repayment as prescribed and recovery of interest including penal 1
interest according to applicable conditions:
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CHAPTER-7
Performance Audit

68. Definition
Performance audit is an independent assessment or examination of the extent to whnch an
organisation, programme or scheme operates economically, efficiently and effectively.
69. Three Es of performance audit
" Performance audit assesses : ,

(a) Economy-Ec'oﬂomy is minimising the cost of resources used for an activity, having
regard to appropriate quality. Economy issues focus on the cost of the inputs and processes.
Economy occurs where eq'ual-q'uality resources are acquired at least cost.

(b) Efficiency-Efficiency is the relationship between the output, in terms of goods, services
or other result and the resources used to produce them. Efficiency exists where the use of
financial, human, physical and information resources is such that output is maximised for any
given set of resource inputs, or input is minimised for any given quantity and quality of output.

(c) Effectiveness-Effectiveness is the extemt to which objectives are achieved and the
relationship between the intended impact and the actual impact of an activity. Effectivences
addresses the issue of whether the scheme, programme or organisation has achieved its objectives.

70, Responsibility for development of measurable objectives, performance indicators, etc.

The responsibility for the development of measurable objectives and performance indicators as
also the system of measurement rests with the Government department or heads of entities. They are also
required to define intermediate and final outputs and outcomes in measurable and monitorable terms,
standardise the unit cost of delivery and benchmark quality of outputs and eutcomes.

71. Review of the measurable objectives and performance indicators in Aduit

In reviewing performance against the outputs and outcomes, Audit may critically review the
~ measurable objectives and performance indicators for their reasonableness and soundness. Audit may also
set criteria for reviewing programme performance based on best practices.

' 72. Interaction with auditable entity durlng performance audit

Performance audit envisages a hlgh ldegrce of interaction with the auditable entities, right from the
selection of subject(s) for review to all subs'eq;léht stages like definition of audit objectives and criteria,
preparation of detailed audit programme, dcvc'lopment of audit findings, formulation of recommendation
and other related matters. Government department shall ensure adequate and timely response to the audit
officer at all stages.

73. Holding of entry conference

Before commencing detailed work of performance audit, the Accountant General (Audit) shall
hold an entry conference with the Secretary to Government of the concerned department.
74. Topics for discussion in entry conference

The discussions at the entry conference shall infer alia include the scope and coverage of audit,
audit objectives and criteria, proposed techniques of evidence collection, overall timeframe and tentative
time schedule. The Accountant General (Audit) shall give full consideration to any suggestion that may be
made by the Secretary to Government of the concerned department. A written record of the proceedings of
the entry conference, duly signed by both parties, shall be kept on record.
75. Nomination of an officer for coordination and cooperation with Audit

The Secretary to Government of the. concerned department shall nominate a sufficiently senior
officer of the department who shall be responsxble for coodinating with the concerned officers and the field
offices of the department and ensuring their cooperation with the audit officer.
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76. Holding of exit conference

The Accountant General (Audit) shall, after the draft performance audit report is ready, hold an
exit conference with the Secretary to Government of the concerned department. A written record of the
proceedings of the exit conference, duly signed by both parties, shall be kept on record. The Accountant
(Audit) shall give full consideration to the observations and comments of the Secretary while finalising .ne
draft performance audit report for inclusion in the audit report of the Comptroller and Auditor General.

77. Furnishing of reply by department and processing of material for audit report

The Secretary to Government of the concerned department shall furnish reply to the draft-
performance audit report within the specified time and the Accountant General (Audit) shall take into
account such reply before finalising the material for audit i‘epbn of the Comptroller and Auditor General.
The provisions of Chapter 15 relating to processing of material for the audit reports of the Comptroller and
Auditor General and the follow up action:thereon shall apply.

CHAPTER 8
Audit of Bodies and Authorities other than
Government Establishments and Companies
(a) Broad Principles
78. Authority of the C&AG for audit of bodies and authorities

The audit of bodies and authorities, other than Government establishments and companies, by the
Comptroller and ‘Auditor General is governed by the provisions contained in Sections 14, 15, 19(2), 19(3),
19A and 20 of the Act.

79. Meaning of the expression 'body' and 'authority’

The expression 'authority' means a person or body exercising power or command vested in it by
virtue of the Constitution or any law made by the legislature. The expression 'body' means an aggregate of
persons, whether incorporated or unincorporated, and includes an institution or organisation set up as an
autonomous organisation under a specific statute or as a society registered under the Societies Registration
Act, 1860 or Indian Trusts Act, 1882 or any other statute, voluntary organization or non-Government
organization, urban or rural local self Government institutions, co-operative society, society or club, etc.

80. Provisions of Section 18 of the Act to apply to bodies and authorities

The provisions of Section 18 of the Act shall apply to bodies and authorities that are under the
audit jurisdiction of the Comptroller and Auditor-General.

81. Accounts of bodies and authorities to be made available to Audit

The body or authority under the audit jurisdiction of the Comproller and Audit General shall make
its duly approved accounts available for audit as per time schedule that may be prescribed by the lawa
governing such body or authority or else by the Comptroller and Auditor General.

(b) Audit of Bodies and Authorities substantially financed from Union or State Revenues
82. Audit of bodies and authorities under Section 14 of the Act

(1) Section 14(1) of the Act authorises the Corﬁptroller and Auditor General to audit the receipts
and expenditure of a body or authority if (a) the amount of Government grant or loan paid to it in a
financial year is not less than rupees twenty-five lakh and also (b) the amount of such grant or loan is not
less than seventy-five per cent of its total expenditure during the year. Audit under this Section is subject to
the provisions of any low applicable to the body or authority.

(2) Section 14 (2) of the Act provides that the Comptroller and Auditor General may, with the
previous approval of the President or the Governor of a State or the Administrator of a Union Territory
having a legislative assembly, as the case may be, audit all receipts and expenditure of a body or authority
where the amount of Government grants or loans to the body or authority in a financial year is not less than
rupees one crore.
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(3) Where the receipts and expenditure of a body or authority are audited by the Comptroller and
- Auditor General under sub-section (1) or (2) of Section 14 for a particular year, the Comptroller and
| Auditor General is authorised under Section 14(3) of the Act to continue to audit its receipts "and
expenditure for a further period of two years even if the conditions stated in sub-section (1) or (2) are not
. satisfied during any of the two subsequent years.

83. Sanctions of grants and loans and forwarding of copies

Government departments and other officers empowered to sanction grants and/or loans to any
body or authority shall: '

(1) endorse a coby of each [etter of sanction of grant or loan to the audit office;

(2) mention in the sancﬁ'on',- the amount of the budgeted expenditure of the body or
authority; and
(3) ensure that the assisted bddy or authbrity makes available all the relevant records to the

audit officer for audit, wherever and whenever necessary, and that a requirement to this effect is
incorporated in the letter of sanction to the grant and/or loan.

84. Forwarding of statem‘ent of bodies and authorities receiving assistance

Governments and heads of departments which sanction grants and/or loans to bodies or authorities
shall furnish to the audit office by end of July every year a statement of such bodies and authorities to
which grants and/or loans aggregation rupees ten lakh or more were paid during the preceding year
' indicating (a) the anount of assistance; (b) the purpose for which the assistance was sanctioned; and (c) the
total expenditure of the body or authority.

85. Computation of quantum of Government assistance

For arriving at the quantum of Government assistance for the purpose of ascertaining auditability
under Section 14 of the Act: :

(1) the aggregate of the amounts of grant(s) and loan(s) paid to a body or authority shall be
reckoned together;

(2) the amounts of grant(s) and loan(s) paid to a body or authority by the Union
Government, the State Govénuhen‘t(s) and the Union Territory Government(s) shall be
aggregated; and '
(3) the amounts of grant(s) and loan(s) paid during a year shall include any amounts
remaining unspent out of grant(s) and loan(s) paid to the body or authority during preceding
year(s) but not refunded to the Government.
86. Audit of receipts and expenditure and review of internal controls and financial records

Audit of the receipts and expenditure of a substantially financed body or authority shall be
- conducted in accordance with the Regulations prescribed in Chapters 6 and 7 to the extent relevant. The
i Comptroller and Auditor General may also conduct a critical review of its system of internal controls and
financial records as well as the tests performed by its auditor for expression of an opinion on its accounts.
- 87. Communication of result of audit and their inclusion in audit report

The audit office shall communicate the results of audit to the chief executive officer or the body or
authority and shall also forward a copy of the inspection report to the department(s) of the Governments(s)
that paid the grant(s) or loan(s) to the body or authority. Important points noticed in audit that need to be
brought to the notice of the legislature may also be included in the audit report of the Comptroller and
Auditor General submitted to the President of the Governor of a State or the Administrator of a Union
Temritory having a legislative assembly, as the case may be, for being laid before the appropriate

legislature.
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() Scrutiny in case of grants and loans given to
bodies and authorities for specific purpose
88. Audit of bodies and authorities under Section 15 of the Act

(1) Under Section 15 of the Act, where any grant or loan is given for any specific purpose from
the Consolidated Fund of India or of any State or of any Union Territory having a legislative Assembly to
any authority or body, not being a foreign state or international organization, the Comptroller and Auditor
General is authorised to scrutinise the procedures by which the sanctioning authority satisfies itself as to
the fulfillment of the conditions subject to which such grants or loans were given.

(2) The President or the Governor of a State or the Administrator of a Union Territory having a
legislative Assembly, as the case may be, if he is of the opinion that it is necessary to do so in public
interest and after consultation with the Comptroller and Auditor General, may relieve the Comptroller and
Axditor General from making any such scrutiny in respect of any body or authority receiving such grant or
loan.

89. Access to books and accounts of grantee body or authority

(1) Under sub-section (1) of section 15, the Comptroller and Auditor General is authorised to have
access, with reasonable previous notice, to the books and accounts of the grantee body or authority for the
purpose of scrutinising the procedures by which the sanctioning authority satisfies itself as to the
fulfillment of the conditions attached to the:Government assistance.

(2) Under sub-section (2) of section 15, except where he is authorised so to do by the President,
the Governor of a State or the Administrator of a Union Territory, as the case may be, the Comptroller and
Auditor General shall not have, while exercising the powers conferred on him by Section 15(1), right of
access to the books and accounts of any corporation to which any such grant or loan as is referred to in
Section 15(1) is given if the law by or under which such corporation has been established provides for the
audit of the accounts of such corporation by an agency other than the Comptroller and Auditor General. No
such authorisation shall be made except after consultation with the Comptroller and Auditor General and
after giving the concerned corporation a reasonable opportunity of making a representation in this regard.

90. Communication of results of audit and their inclusion in audit reports

The audit office shall communicate the results of scrutiny of the procedures conducted in terms of
Section 15 of the Act to the department(s) of to Government(s) that paid the grants(s) ‘and/or loan(s) to the
body or authority. Important points that need to be brought to the notice of the legislature may also be
included in the audit report of the Comptroller and Auditor General submitted to the President or the
Govemor of a State or the Administrator of a Union Territory having a legislative assembly, as the case
may be, for being laid before the appropriate legislature.

(d) Audit of corporations set up by or under
Iaw made by parliament

91. Audit of Corporations under Section 19(2) of the Act

As per Section 19(2) of the Act, the duties and powers of the Comptroller and Auditor General in
relation to audit of accounts of corporations established by or under law made by Parliament are performed
and exercised in accordance with the provisions of the respective legislations.

92. Conduct of audit of corporations

Subject to the provisions of the respective legislations, the conduct of audit of corporations
established by or under any law made by Parliament shall be governed by the provisions of these
Regulations.
93. Copies of agenda notes and minutes of meetings of board of directors and audit committees to be
furnished to Audit

Every corporation that is subject to audit by the Comptroller and Auditor General shall send
copies of the agenda notes and minutes of the meetings of its governing body, by whatever name called,
and the audit committee, if formed to the Accountant General (Audit).
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!94. Applicable standards and verifications required in audit of accounts
Where the Comptroller and Auditor General is the sole auditor of a corporation, the financial audit
Jis conducted in accordance with the auditing standards issued by the Comptroller and Auditor General.
Audit shall verify whether systems and procedures are in place and implemented to ensure that the
accounts : '
(1) Comply with the requlrements of - the applrcable law(s), rules and administrative
mStructlons
(2) comply with the accounting 'étandards prescribed by the Institute of Chartered
Accountant of India; ' '

(3) contain adequate disclosures in respect of financial transactions; and

(4) present a true and fair view of the corporation’s financial position.

. Audits other than ﬁnqncral audit of accounts by the C & AG

(1) In addition to the financial audit of account of a corporation, the Comptroller and Audrtor
eneral may conduct any other type of audrt mcludmg the followmg .

(a) test check of transacuons entered into by the corporation with a view to examinirig their
legality, competence and propriety and rcport on cases of mﬁ-actron waslte, mrsmanagement
frauds and other irregularities; and ' : ~

(b) performance audrt wrth a.view to ascertaining the extent to which the corporation
operates economically efﬁcremly and effectxvely for the achievement of the stated objectives.

(2) The scope of above audlts may extend to more than one financial year.

(3) The Regulations contained in Chapters 6 and 7 shall apply to the complrance and
performance audits conducted under sub-Regulations (1) and (2) to the extent relevant.

5. Audit certificate as warr:mted by clrcumstances

The audrt certificate may be subject to such observations and quahﬁcatrons as the circumstances
iy warrant. An adverse certificate may be given if the observatrons and qualifications are of such nature
may not warrant certifications of accounts as prosentmg a true and fair view of the financial position of
he corporation.

. Forwarding of draft separate audit report -

On the completion of financial audrt, the mmdit office shall send to the chief executive oﬁccr a

fraft separate audit report that wili form part of the audrt cemﬁcate on the accounts. A copy of the same

ghall also be sent to the Government i m case it’ contams any observatrons on which reply of the Government
necessary. : :

8. Reply to draft separat'e audit rep(irt‘
The chief executrve officer of the corporatron (and the Gevirny -, where a copy of the draft

separate audit report is sent to it) shall communicate reply to the druft sepurwie audit report within two
weeks from the date of its issued or such other period as prescribed.

9. Finalisation of audit certificate and separate audit report

The audit office shai! consider the rcply received from the vo:poration (and the Government if a
kopy is sent to it) before fina'ising the audit certificate and the separ. - udit report. In case a reply is not
eceived withn the specifizd period on any extended period agreed i, the zudit officer may proceed on the
assumption ihat the corporatic ., (a+d the Government whese a copy of iic <+t separate audit report is sent
jto it) has no comments, obser-..tion and explanation in the matter.

109. Forwarding of audi: ccificate and zop..rate audit report t¢c o voerament

TLe accountant Cen-. i (Audit) shall sent the audit certific: i the separate audit report which
ill form part of the audii ¢.- «{icate on the accouwis of the corpora:: . ( e Secretary to Government of
the concerned department wi:' - .-opy to the chief exccutive officer of 1%~ moration.
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101. Placement of audit certificate and separate audit report before governing body and concerne
legislature

The chief executive officer shall plqbe the audit certificate and the separate audit report belore
governing body and intimate to the Acqouﬁ’tént General (Audit) the date on which these are prescnted
the governing body. The Government shall cause every audit certificate and separate audit report to be b
before appropriate legislature(s) in accordance with Section 19A of the Act. The Secretary shall intimate

the Accountant General (Audit) the date of the presentation of the audit certificate and the separate am
report to the legislature.

102. Reporting of results of audits other than financial audit of accounts

The results of other audits ihcluding- compliance and performance audits of a Gove
rorporation are reported through audit notes, inspection reports and audit reports. Audit reports of
Comptroller and Auditor General age laid before the respective legislature. No comments shall, howe
be included in the inspection repyr@ and audit reports except after giving due opportunity to
corporation and the Government to of}‘ér their explanation on the matters proposed to be commented
The Regulations in Chapters 12 to 15 shall apply to the extent relevant.

103. Responsibility for settlement of audit observations and constitution of 'audit arrears commi

The responsibility for settlement of audit observations is that of the 'managemcnt of
corporation. In case a large number of audit bbservatiop included in the inspection reports
outstanding for more than two years, each such corporation shall constitute an 'audit arrears commi

consisting of sufficiently senior officers of the corporation for speedy settlement and clearance
outstanding audit observations.

The concerned Goyemmeht may take_ "étcp’s'tb ensure constitution of these committees and
effective functioning. '

104. Corporations where Audit Board or Audit Review Committee is constituted of where prim
anditor is appomted

" In case of central corporations where Audit Board is constituted by the Comptroller and A
General, Regulations in Section (g) of Chapter 9 shall ¢pply to the extent relevant. In case of
corporations where Audit Review Committee is constituted. Regulations in Section (h) of Chapter 9
apply to the extent relevant. Further, in case of corporation where primary auditor is appointed under’
relevant Act, Regulations in Section (d) to‘(l) of Chapter 9 shall apply to the extent relevant.

(e) Audit of State Corporatlons and other bodies

and authormes entrusted to the C & AG
10S. Audit under Section 19(3) of the Act

As per Section 19(3) of the Act, the Governor of a State or the Administrator of a Union 'I"
having a legislative assembly may, where hei is of the opinion that it is necessary in the public interest
do, request the Comptroller and Audxtor General [y audn the accounts of a corporation established by
made by the legislature of the State or of the Union Temtory, as the case may by, and where such
has been made, the Comptroller and Audn;or General shal] audit the accounts of such corporation and
have, for the plirposes of such audit, nght of access to the books and accounts of such corporation.

No such request shall be made except after consultation with the Comptroller and Auditor Ges
and after giving reasonablé opportunity to ‘the corporation to make representation with regard to’
proposal for such audit.

106. Audit under Section 20 of the Act

(1) Under sub- section (1) of Section 20 of the Act, the audit of accounts of any body or a
the audit of which has not been emrusted to the Comptroller and Auditor General by or under any
made by Parliament may subject to the prowso comamed in Section 20(3), also be entrusted by
President or the Governor of a State or the Admxmstmtor of a Union Territory having a legisld
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assembly, as the case may be, to the Comptroller and Auditor General after consultation with him and on
such terms and conditions as may by agreed to between him and the concerned Government.

(2) As per sub-section (2) of Section 20 of the Act, the Comptroller and Auditor General may
propose to the President or the Governor of a State or the Administrator of a Union Territory having
Territory having a legislative assembly,-as the case may be, that he may be authorised to undertake the
audit of accounts of a body or authority, the audit of which has not been entrusted to him by law, if he is of
the opinion that such audit is necessary because a substantial amount has been invested in or advanced to
that body or authority' by Gove_mment. . *he President or the Govemor or the Administrator, as the case
may be, may subject to proviso conicvied in sub-section (3), empower the Comptroller and Auditor
General to undertake the audit of accounts of that body or authority.

(3) Under Section 20(3) of the Act, audit under Section 20(1) or 20(2) shall be, enlrusted 10 the
Comptroller and Auditor Ggneral only if the President or the Governor of a State or the Administrator of a
Union Territory having a legislative assembly is satisfied that it is e:;pedlent fo do so in the public” interest
and after giving reasonable opportunity to the concemed body 0( authonty to make representation with
regard to the proposal for-such audit.

107. Conditions for undertaking audlt under Section 20(1)

The conditiogs for undertaking audit of a body or authoqty at the request of the President or the
Governor of a State or the Administrator of a Union. Temtory having a legislative assembly under Section
20(1) are the following : :

(1) Audit shall be entrusted to the Comptroller and Auditor General preferably for a period
of five accounts years. The arrangement will be reviewed after the expiry of this period.

(2) The scope, extent and manhier of audit shall be decided by the Comptroller and Auditor
General.

- (3) The Comptroller and Audltor General may appoint a primary auditor to conduct audit on
his behalf and in accordance wnh t.he dlrectlons or guldelmes issued by him.

. (4) The Comptrollernand Aud,nor_.General or any other person so authorised in connection,
with the audit of accounts of the body-or authority shall have the same rights, privileges and
authonty as the Comptroller and Auditor General has in connectlon with the audit of a accounts of
.Gowrnment

(5) The Comptroller and Auditor General;. or an officer so authorised in this regard, will
connnumcate the results of audit to the governing body of the body or the authority. The
govemmg body shall submit a copy: of the report to the concerned Government along with its
.obwrvatlons ‘The Comptroller and Auditor General, or an officer so authorised in this regard, will
dlso- fotward a copy of the report to the concerned Government.

(6) ‘The Comptroller and Audltor General shall have the right to report the results of audit to
Pailiament or the State leglslatln'e or Union Temtory legislature.

(7):Any expenditure incurred by the Comptroller and Auditor General in connection with
the. audit of the body or authonty, including the expenditure incurred for the services of the
pnmary ‘auditor, if any, shall be paid by the body or the authority to the Comptroller and Auditor
General, -

'IOQ.;Pmposai for entr'utment'of audit fionl Union Government

The proposal from Union Govemment including Union Territory without legislative assembly to
entrust audit of a body or authonty o the, Comptroller and Auditor General shall be sent to the office of the
Comptroller and Auditor General.

109. Proposal for entrustment of audit from State or Union Territory Government
The proposal from State Government or Union Territory Government having a legislative

assembly to entrust audit of a body or authority to the Comptroller and Auditor General shall be sent to the
concerned Accountant General (Audit).
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110. Letter of entrustment of audit

The letter of entrustient of ‘audit’ of a body or authority to the Comptroller and Auditor General
shall be issued i in_the name of the President ‘or the Governor of a State or the Administrator of a Union
Territory having a legislative assembly. The letter shall inter alia indicate that the prescribed requirements,
including the requirement relating to givin_g reasonable opportunity to the body or authority, where
applicable, have been satisfied. ' '

111. Audit as per provisions ¢ of laws and agreed terms and conditiens

The audit under Section 19(3) ior-underSection 20 of the Act shall be conducted in accordance
with tte provisions of relevant laws ad terms-and conditions agreed upon between the Comptroller and
Auditor Genera land the concerned Govcmment, wherever applicable. Subject to the above, the audit of
such corporations and the bodies or authontxes shall be conducted in accordance with these Regulations.

112. Audit of corporations set up by State and uT leglslatures and other entrustment audit

The provisions contained in Sectlon (d) of this Chapter shall apply mutatis mutandis to the extent '
relevant to corporations set up by law made by Statc legislature and Union Territory legislature and other
bodies and authorities, audit of which has been entmsted to the Comptroller and Auditor General under
. Section 19(3) and Section 20 of the AcL

. , CHAPTER 9
v Andit of Government Companles
. (a) Mnndate _
113. Mandate of the C and AG in regard to audl_t of Government companies

As per Section 19 of the Act. th: d;t;es and poWers of the Comptroller and Auditor General in
relation to the audit of accounts- of G‘overnment compames shall be performed and exercised by him in
accordance w:th the provns:ons of the Companies Act;: l956 '

_ )nGeneral EroVi:ions . '
114. Application of ICAI st'an'dards for public séctor enterprises:

The accounting standards and. stahdard audlt practnces issued: by the Institute of Chartered
Accountants of India (ICAI) should‘be kept‘m Vnew Whﬂe cﬁrrymg out the audxt of Governmcnt companies
or deemed Government companies;

115. Supply of copies of agenda notés aildimintltes of meetings of the board and other committees

Every company that is lmbject o nudit by the’ Comptroller and Auditor General shall send copies
of the agenda notes and minutes of the dleehhgs ‘of its board of director, board level committees and the
audit committee, if formed, to the Accountant General (Audnt)

116. Intimation of formation and closure of & Gov_ernment company or a deemed Govemmept?
company by the Government

The administrative munstry/deparunent conceméd shall intimate the Comptroller- aqd Audifot_
General in writing about the formation of a new deemment company or a deemed Government mmpany
and forward a copy of~its cemﬁcate of mcorpo;‘atlop w:thm one month of its mcorporat:on The
administrative mlmstry/department concemned shall also mtlmate to the Comptroller and Auditor Geueral Lf :
a Government company or a deemed’ Govemment company ceases to be so, within one month of such an
occurrence. The administrative’ mmlstry/depam"ent shall  also intimate to the Comptroller and Auditor
General about a company becoming a Goverriment'company or a deemed Government company within one
month of such an occurrence.. '
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117. Intimation by Government compan'y or deemed Government company of its information

A Government company or a deemed Government company shall also intimate to the Comptrc;ller
and Auditor General about its formation along with the shareholding pattern, details of the management
and a copy of the memorandum of association and articles of association within one month of its
incorporation. Similarly, in the case of an existing company, the intimation about becoming 1 Governinent
company or a deemed Government company under the Companies Act, 1956 and osher details and
documents shall be sent by the company within one month of such ar cecurence.

(c) Appointment-of Statutory Auditor
» 118. Appointment of statutory auditor

The Statutory auditor of a Government company or a deemed Government company shall be
appointed by the Comptroller and Auditor General from amongst persons qualified to act as auditors under
 the Companies Act, 1956. The Comptroller and Auditor General shall appoint the statutory auditor for a
j financial year through a process of selection as may be prescribed and thereafier, subject to the following
' Regulation, re-appoint him on year to year basis unless special circumstances warrant appointment for a
longer period. The total period of appointment including the initial appointment should not ordinarily
exceed four financial years. The appointment shall be subject to such terms and conditions as may be
prescribed from time to time by the Comptroller and Auditor General.

119. Re-appointment of statutory auditor subject to satisfactory performance

. The rc-app"ointmént ofa statutory éuditt)r shall be subject to satisfactory performance of the audit
assignment in earlier year (s) assessed in terms of the criteria prescribed by the Comptroller and Auditor

General including the extent of compliance of directions issued to him b‘y the Comptroller and Auditor
'General relating to the audit.

120. Communication of acceptance by statutory auditor

The statutory auditor shall send acceptance of the audit assignment in writing to the Comptroller.
and Auditor General within three weeks of the date of issue of communication of appointment, failing
which the offer of appointment is liable to be cancelled without any notice.

121, Termination of appointment before expiry of normal tenure

The Comptroller and Auditor General may terminate the appointment of a statutory auditor before
the expiry of the normal tenure of appointment for reasonable and sufficient grounds after following the

e administrative process, including giving an opportunity to the statutory auditor to make representation
pgainst the premature termination of appointment.

122. Debar from further appointment in case of serious irregularities

In case serious irregularities are noticed in the discharge <f pioi.. iovul dities by the statutory
uditor, the Comptroller and Auditor General may, if cons1dered necessary, ci the recommendation of a_
mmittee appointed by him and after giving due opportumty the statutory auditor to represent, debar him
om further appointment as auditor of a Government company or a deemed Government company for such
riod as may be considered fit and also refer the case to the Institute of Chartered Accountants of India for
ing disciplinary action against the statutcry auditot.'

. Responsibility with reference to annual accounts

While the statutory auditor is responsible for forming and expressing an opinion on the annual
ounts of the Government company of theé deemed Government company, the responsibility for their
r preparation is that of the management of the company. The audit of the annual accounts does not
lieve the management of its responsibilities relating to the maintenance of adequate accountmg records,
internal controls and safeguardmg the assets of the company.



72 THE GAZETTE OF INDJA : EXTRAORDINARY

[PART III—S)
(d) Audit by Statutory Auditor
124. Role of the C & AG with regard to audit by statutory auditor

The Comptroller and Auditor General is authorized to:

(1) direct the manner in which the statutory auditor shall audit the accounts of the comy

and to give to such auditor instructions in regard to any matter relating to the performance of
functions as such; and

(2) conduct a supplementary or iés} audit of the accounts of the company

125. Preparation of programme of audit by statutory anditor

To conduct an effective audit in an efficient and timely manner, the statutory auditor sho

prepare the programme of audit_ in consultation with the company and the Accountant General (Audit) a
plan his work to:

(1) obtain an understanding of the activities, accounting and internal control systems to

the audit and develop an effective audit approach; and assess audit risk and design a
procedures to reduce the risk to an acceptablc low level;

(2) obtain an understanding of the mformauon technology systems and data available for
in audit;

(3) develop an overall plah for the expected 'scope and conduct of audit and prep.
written audit programme showing the nature, timing and extent of audit procedure based on

understanding of the nature, functions and operations of the company and the directions of
Comptroller and Auditor General with regard to the audit;

(4) discuss important elements of lhe _overall plan and audit procedures with
management of the company and the. Accountant General (Audit);

(5) ensure that the -audit- programme contains sufficient details to serve as a set

instructions to the staff involve,‘d' in the audit and as a means to control the proper executi
work; ' B ‘

(6) revise and develop the audxt plan ﬁmher as considered necessary, during the co
audit with due intimation to the’ managemem ‘'of the company and Accountant General (Audit);

(7) communicate the quality control policies and procedures to the staff in a manner
provides reasonable assurance that these policies and procedures are understood and implem

(8 'implement quality control policies and procedures designed to ensure that the audi

conducted in accordance with audi;ing_ and assurance standards prescribed by the Institute
Chartered Accountants of India; and '

(9) supervise and review the work of audit at all levels to provide reasonable assurance
the work performed meets appropriate standards of quality.

126. Documentation by statutory auditor

The statutory auditor shall document, in the form of working papers, matters which are impo
in providing evidence that the audit has been carried out in accordance with the auditing and ass
standards prescribed by the Institute of Chanered Accountants of India and the directions of
Comptroller and Auditor General. The Workmg papers shall include record of audit plan, the nature, ti
and extent of auditing procedures performed audit ev1dence and the conclusions drawn from the evi
obtained. All significant matters whxch;requnre the exercise of judgment, together with the sta
auditor’s conclusions thereon, may be included in the working papers. In an audit in an info
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technology environment, some of the audit evidence may be in electronic form. In such case, the statutory
auditor shall satisfy himself that such evidence is adequately and safely stored and is retrievable in its
entirety as and when required.

127. Preparation of audit report by the statutory auditor

On completion of audit, the statutory auditor shall prepare his audit report under the Compan’iw
Act, 1956 and submit a copy to the Accountant General (Audit).

128. Communication of matters of go ) "nhce to Audit

._ The statutory auditor, a: the tim« of submission of his report under the Companies Act, 1956 shall
'f also forward to the Accountant General (Audit) a copy of any communication containing matters of
- governance issued by him to the managemch_t of the cox:npany in compliance with the relevant auditing and
| assurance standards of the Institute of Chartered Accountants of India.

' 129. Responsibilities of statutory auditor vis-a-vis Accountant General (Audit)
| The statutory auditor shall also:

(1) make himself available for discussions with the office of the Comptroller and Auditor
General and the Accountant General (Audit) as and when required;

) furmsh reply to the provisional comments of the Accountant General (Audit) within
three days of issue and, if required, attend the meeting called by the Accountant General (Audit)
with the management of the company to discuss the provisional comments;

(3) attend the meetings of the audit committee, if formed, held in pursuance of the
Companies Act, 1956; . :

(4) retain the-record of work ‘done by him in the form of working papers with sufficient
details so as to support his ‘observations and conclusions for period of ﬁve years unless required
for a longer period; -

(5) make portions of or extracts from his working papers available to the Accountant
General (Audit) in cases where it is considered necessary by Audit to verify the authenticity and
correctness of the conclusions drawn in his audit report; and

(6) submit to the Comptroller and Auditor General through the Accountant General (Audit),
a report under the Companies Act, 1956 in compliance with the directions issued to him.

(e).Supplementary Audit by the C & AG
130. Duly adopted and audited accounts to be made available to Audit

The company shall make available the balance sheet and the profit and loss account and any other
statements or documents declared under the Companies Act, 1956 to be part of or annexed to the balance
sheet and the profit and loss account (called annual accounts) duly adopted by the board of directors and
. audited by the statutory auditor to the Accountant General (Audit) within three months afier the close of the
year of accounts for timely finalisation and issue of comments of the Comptroller and Auditor General, and
'~ for consequently holding the annual general meeting of the company within the time stipulated in the
| Companies Act, 1956. In the case of companies not listed on the stock exchange, the Accountant General
(Audit) may extend the said date by one month,

131. Records of the company to be made available.to audit

The compaﬁy shall qxpeditiously provide the required books of accounts, vouchers, data,
information and other documents to the officet$ of the Accountant General (Audit) to discharge their duties
| and functions under the Companies Act, 1956.




74 THE GAZETTE OF INDIA : EXTRAORDINARY [PART III—SEC. 4] |
i

132. Scope of supplementary audit

1t is the statutory auditor who is primarily responsible for expressing an opinion on the accounts of
the company. Supplementary audit of the accounts by the Cdmptroller and Auditor General is, by its very
definitions, mainly an instrument of quality control of financial audit of accounts that begins with careful
selection of the statutory auditor and continues with the ongoing oversight of his work including review of
the conclusions drawn in his audit report. The scope of supplementary audit of annual accounts of a
Government company and a deemed Government company by the Comptroller and Auditor General shall
include an examination of selected accounting records and a review of the audit report of the statutory
auditor including the opinion expressed by him on the annual accounts of the company.

133. Comments of the C & AG under Companies Act, 1956

The significant and material observations made in supplementary audit shall be issued as
comments of the Comptroller and Auditor General under the Companies Act, 1956 after due consideration
_ of the views, if any, of the statutory auditor and the management of the company.

134. Placing of comments before the annual general meeting

Any comments made by the Comptroller and Auditor General upon or supplement to the audit
report on the accounts of the company shall be signed by the Accountant General (Audit) and shall be

placed by the management before the annual general meeting of company at the same time and in the same
manner as the audit report of the statutory auditor.

135. Authority of the C & AG to dispense with supplementary audit

The Comptroller and Auditor General may, at his discretion, dispense with supplementary audit of
the accounts of a company for any particular year.

() Test Audit by the C & AG
136. Scope of test audit by the C & AG .

In addition to the supplementary audit of annual accounts of a Government company or a deemed
Government company, the Comptroller and Auditor General may conduct test audits during the year. This
audit shall cover transactions entered into by .the company with a view to examining their regularity,
propriety, probity, economy, efficiency and effectiveness and report on cases of failure of compliance with

laws, rules and regulations, waste, mismanagement, other irregularities and frauds and corruption. The
scope of test audit may extend to more than one financial year.

The audit shall be conducted in accordance with the Regulations in the relevant chapters.

(g) Audit Board for Central Public Sector Undertakings
137. Establishment of Audit Board for central public sector undertakings

With a view to ascertaining the extent to which an activity, programme or organisation oper.
economically, efficiently and effectively for the achievement of the designated objectives, the Comptroll
and Auditor General has, in consultation with the Government of India, established an Audit Board fe
central public sector undertakings. The Audit Board is a permanent body.for performance audits of
central public sector undertakings conducted at periodic intervals focusing on critical areas of
performance. The Audit Board is responéible for reﬁéwing the performance of the central public sec
undertakings on thematic issues. The issues may relate to a particular entity or cut horizontally acro :
several entities. The scope of performance audit may extend to more than one financial year.
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138. Constitution of Audit Board

The Deputy Comptroller and Auditor General '(Commercial) shail be the chairperson of the Audit
Board. which shall include, as members, senior officers of the indian Audit and Accounts Department as
notified from time to time. One or two technical experts in the reiated field appointed by the administrative
ministry in consultation with the Comptroller and Auditor Generai may be co-opted as special invitees. As
officer shall be appointed to act as Secretary to the Audit Board.

:39. Role of Audit Board
The Audit Board shall function in an advisory and reconunendatory capacity.
140. Meetings of Audit Board

The meetings of the Audit Board shall be held with the available members and there shall be no .
reauirement cf a quorum. The Secretary to the Audit Board Shall keep the minutes of the meetings of the
Audit Board.

241, Discretion of Audit Board to coaiine itself to seiection o topics

ific Audit Board may at its discretion confine itszlf to making recommendations for the seiection
41 opics for perfenpance audit ana the audit may, thereafter, be conducted by the Accountant General

:Audit) without any further reference to the Audit Board. The Regulations prescribed in Chapter 7 shall
appiy 1n such cases.

142. Subsequent meetings of Audit Board
Where the Audit Board decides to guide a performance audit, it shall meet :

{1) to consider and make recommedations on the audit objectives. criteria. guidelines, and
methodoiogy; and

(2) to consider the draft audit report and make recommedations for its finalisation.

143. Requircimnent of the representatives of the company and the department to attend the meeting of
the Audit Board

The Audit Board shall invite the representatives of the company and the Government department
to attend the meeting referred to at clause (2) of the preceding Regulation. The chief executive of the
company and the Secretary to Government of the concerned department shall attend such meeting and there
shal! be no separate exit conference. Subject to the provisions in this Section, Reguiations in Chapter 7
sha!l apoly.

(; Aazdit Review Committee for Perforinan:s Aadit of Staie FSEs
144, Etablishment of ziréit review committee for perfermance augit of State PSEs

The LCoraptrotiey and Auditor General has establishec a system for finalisauon of performance
audit reports of sclectec entities, programmes or activities of state public sector enterprises (PSEs) through
the mechanism of a committee called the Audit Review Committee for Performance Audit of State Public
Sector Enterprises for each State with the following constitution :

(1) The Accountant General (Audit) concerned shail be the chairperson of the committee.
Accountant General (Audit) or Accountant General (Accounts and Entitlement) in a
neighboring State will be another member. The chairperson may at his discretion, call a
special invitee for seeking opinion on technical issues.

(2)  The Secretary to Government of the concemed department and the chief executive of the
concemned public sector enterprise shall be the Government and public sector enterprise
nominees on the committee. In case some technical issues are involved, the State
{iovernment has the option to nominate a technical member for expert opinion.
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(3) Deputy Comptroller and Auditor General or Additional Deputy Comptrolier and Auditor
General (State Commercial) may nominate an officer for attending the meeting of the
committee as a representative of the Comptroller and Auditor Generai.

145. Processing of audit results under .audit review committee

Immediately after the selection of a public sector enterprise for performance audit, the Accountant
General (Audit) concerned shall inform the State Government of the formation of audit review committee
so that the Government may issue instructions to the departmental heads and the chief executive of the
concemned public sector enterprise. The committee shall discuss the draft report prepared by the office of
the Accountant General (Audit) before the same is finalised and issued to the State Government. In case of
disagreement on any issue raised in the draft report, the management and the Government shail

,communicate their views in writing and the Accountant General (Audit) concemed shall consider their

views and incorporate the same in the report with suitable remarks, after due verification. The Regulations
prescribed in Chapter 7 shall apply to performance audit of state public sector enterprises except that there

will be no separate exit conference.
(i) Results of Audit
) \
146. Inclusion of results of audit int the audit report

The results of audit of Government companies or deemed Government companies may also be
included in the audit report of the Comptroller and Auditor General. No comments shall, however, be
included in the audit report except after giving due opportunity to the Government company or the deemed
Government company and the. Government to offer their explanation on the matters proposed to be
included in the audit report.

147. Submission of audit reports to the Government and legislature

The reports of the Comptroller and Auditor General in relation to the accounts of a Government ;
company or a deemed Government company shall be submitted to the Government concerned under |

" section 19A of the Act. The Government shall cause every report so received to be laid before each House

of Parliament/State legislature, as the case may be. Subject to this, the provisions of Chapter 15 shall apply.
148. Responsibility for settlement of audit observations and constitution of *audit arrears committee’

In case of both Central and State ‘public sector enterprises, the responsibility for settlement of
audit observations lies with the management of the company. In case a large number of audit observations
included in inspection reports remain outstaﬁding for more than two years, each such comnpany shall
constitute an ‘audit arrears committee’ consisting of sufficiently senior officers of the company for speedy
settlement and clearance of outstanding audit observations. The concerned Government may take steps to
ensure constitution of these committees and their effective functioning.

- CHAPTER 10
Role of the C & AG in audit of
Panchayati Raj Institutions énd Urban Local Bodies

149. Arrangement for maintenance of accounts and audit

Under Articles 243 J and Z of the Constitution, the legislature of a State may, by law, m
provisions with respect to the maintenance of accounts and the auditing of such accounts of panchayati
institutions and urban local bodies. The local fund auditor, who is generally an officer of the S
Government, is responsible for audit of panchayati raj institutions and urban local bodies. In the states
Bihar, Jharkhand and West Bengal, the Examiner of Local Fund Accounts, who is an officer of
Comptroller and Auditor General, is responsible for the audit of accounts of panchayati raj institutions
urban local bodies.




[T 111-EYS 4] ARG & TGS AR ' 77

1 150. Audit under Section 14 of the Act where applicable

The Comptroller and Auditor General may undertake the audit of panchayat raj institutions and
urban local bodies under Section 14 of the Act where such bodies are fianced by grants or loans from the
E- Consolidated Fund of India or of any State or Union Territory having a legislative assembly and are
k: auditable under the provisions of this Section of the Act. In such cases, the Regulations for such audits as
contained in Chapter 8 shall apply. These Regulations, to the extent relevant, shall also apply in cases
t where audit of panchayati raj institutions and urban local bodies is entrusted to the Comptroller and
‘Auditor General under Section 19 or Section 20 of the Act.

151. Model forms of accounts and budget

, The model forms in which the accounts of panchayati raj institutions and urban local bodies may
be kept and the forms in which their budgets may be prepared and presented, have been prescribed by the
Comptroller and Auditor General.

§52. Arrangements regarding technical guidance and support

The functions of technical guidance and support to audit of panchyat raj institutions and urban
al bodies have been entrusted to the Comptroller and Auditor General under Section 20(1) of the Act in
any States.

The salient features of the collaborative arrangement between the Comptroller and Auditor .
general and the local fund auditor under technical ‘guidance and support as incorporated in various
Bovernment orders of State Governments are as follows :.

(1) The local fund auditor will prépar‘e.by the end of March every year, an annual audit plan for
audit of panchayati raj ins_tit‘uti_ohs' and urban local bodies in the next financial year and
forward it to the Accountant General (Audit) of the State;

(2) The audit methodology and _proccdures for audit of panchayati raj institutions. and urban
local bodies by the local fund-auditor will be as per various Acts and statutes enacted by the
State Government and guidelines prescribed by the Comptroller and Auditor General.

(3) Copies of inspection reports in respect of selected local bodies shall be forwarded by the
local fund auditor to the Accountant General (Audit) for advice on system improvements
and the Accountant General (Audlt) shall review the same with a view to make suggestions
for improvement of existing systems being followed by the local fund audit department. The
Accountant General (Audit) will also monitor the quality of the inspection reports issued by
the local fund auditor by scrutinsing such inspection reports.

(4) The local fund auditor willifurnish returns in.such formal at may be prescribed by the
Comptroller and Auditor General for advice and monitoring.

(5) The Accountant General (Audit) would conduct test check of some of some of panchayati
raj institutions and urban local bédies in’'order-to provide technical guidance. The report of
the test check would be sent to. the local fund auditor for pusuance of action to be taken by
panchayati raj institations and urban local bodies. The local fund auditor will pursue the
compliance of such patagraphs in the inspection reports of the Accountant General (Audit)
in the same manner as if these are lus own reports.

(6) Irrespective of the money val'_.ue of the objections, any serious irregularities such as system
deficiencies, serious violation of rules and fraud notice by local fund auditor will be
intimated to the Accountant General (Audit).

(7) The local fund auditor shall develop, in consultation with Accountant General (Audit), a
system of internal control in this organisation.
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(8) The Accountant General (Audit) shall also undertake training and capacity building of the
local fund audit staff. '
153. Audit not to include cerﬁﬁcation of accounts

Unless specifically provided, audit by the Accountant General (Audit) in terms of paragraph (5) of
the preceding Regulation does not include the certification of accounts of panchayati raj institutions or

urban local bodies.
154. Role of Accountant General (Audit) in pursuance of inspection reports

Notwithstanding anything contained in the Regulations of this chapter regarding pursuance of
paragraphs in the inspection reports of the Accountant General (Audit) by the local fund auditor, the

Accountant General (Audit) will also ensure their regular pursuance.
155. Forwarding of results of audit to the Government

The Accountant General (Audit) will send to the concerned Secretary or Secretaries to the
Government by the end of June every year an annual technical inspection report based on the results of
audit of panchayati raj institutions and urban local bodies conducted by his office during the preceding
year. The Secretary or Secretaries may ensure that appropriate remedial action is taken expeditiously a
the Accountant General (Audit) is informed of the action taken. In the States of Bihar, Jharkhand and West
Bengal, the technical inspection report shall be prepared by the Examiner of Local Fund Accounts and
countersigned by Accountant General (Audit).

156. Inclusion of results of audit in audit report

Where the results of audit of panqhayaﬁ raj institutions and urban local bodies are included in th
audit report of the Comptroller and Auditor General and placed before the legislature, the Regulation
prescribed in Chapter 15 shall apply as relevant.

CHAPTER 11
A'uditing‘,in Information Technology Environment
157. Scope of auditing in IT environment

The term ‘auditing in IT environment’ encompasses auditing IT systems including those
development, and IT-assisted audits. Auditing in IT environment is a methodology of audit and can |
applied to all types of audit, namely, financial audit, compliance audit and performance audit.

158. Applicability of broad principles of audit

The broad principles of audit as contained in these Regulations shall apply to auditing in B

environment.
159. Audit of economy, efficiency and effectiveness of IT systems

Audit examines the economy, eﬁiciqncy and effectiveness of the IT systems in the utilisation
resources to achieve the organisational goals. -

- 160. Audit examination of IT systems at various stages

Audit may examirie the IT. systems at various stages such as feasibility study,

development, implementation and mainténanc_c.i This is to ensure that IT assets are safeguarded and
appropriate controls are in place to ensure (a) integrity of the system, (b) reliability, availability )
confidentiality of the data and information and (c) compliance of the system with rules and procedures.
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161. Documentation of all the stages of IT system by the auditable entity

An auditable entity is required to maintain complete documentation related to all the stages of
development of an IT system. The documentation shall also include user requirement specifications, system
requirement specifications and systems design and development details. -

L 162, Documentation of changes made
The auditable entity is required to document all changes made in its [T systems.
163. Requirement of Audit to be mcorporated in the IT system

The auditable entity is requircd to ensure that all requirement for the purpose of facilitation of
. audit are incorporated in the IT system.

164. Right of access to Audit

The auditable entity shall ensure that Audit has the right of access to the IT systems. irrespective
 of the fact whether the systems are owned, maintained and operated by the auditable entity or by any other
agency on behalf of the auditable entity,

165. Informathn on IT systems

Audit may, at periodic intervals, call for information from the auditable entity about various IT
systems in use or being developed.

166. Methods and techniques for evidence -

Depending upon the audit task, the audit officer may use IT tools as appropriate for collection and
evaluation of evidence.

CHAPTER 12
Audit Evidence
H67. Meaning of audit evidence and sharing the same with auditable entity

Audit evidence refers to the data, mformation and documents relied upon to arrive at the audit
findings and conclusions. While reporting the results of audit, the Comptroller and Auditor General may
include such audit evidence in support of audit ﬁndings and conclusions as considered necessary. However,
the audit evidence retained as wofking papers and not included explicitly in the final report of audit, viz.
Budit notes, inspection reports, audit reports, etc. may be shared with the auditable entity at various stages
f audit,

68. Evidence to support audit conclusions required to be obtained
The audit officer shall obtain competent, relevant and reliable evidence to support his conclusions.
J69. Requirement of and access to data, information and documents

The form, type and extent of data, information and documents required for audit tests and
vidence shall be determined by the audit afficer. Audit shall have access to such data, information and
pcuments subject to any law in force at the time. Data, information and documents would also include

se obtained by the auditable entity from'a third. party.and relied upon by it in performance of its
inctions. If such third part evidence as relied upon by auditable entity is found to be unsufficient in Audit,
dditional information may be requisitioned by Audit from the auditable entity with prior approval of the
pccountant General (Audit). On receipt of such requisition, the same shall be obtained by the auditable
mtity from the tyrd party and provided to Audit.

0. Types of evidence to be used by the audit officer

‘ The evidence*used by the audit officer shall normally and as far as possible be documentary
) ludmg electronic records. photographs. results of any study ‘or survey, etc. The audit officers may rely
pon evidence from internal sources of the audltable cntlty as well as from external sources.



171. Attestation of data, information and documents forming evidence

Where required by the audit officer, the auditable entlty shall attest the data, information :
documents forming the evidence.

172 Conduct of physical verification on request of Audit

Where required by Audit in special. circumstances, the audltable entity shall conduct physi
verification of stores, stocks assets, services and deliverables in any form in the presence of the a
officer. Any such request shall be made with the approval of the Accountant General (Audit).

173. Engagement «.. external agency or expert
Where external agency or expert is engaged the followmg wﬂl apply

(a) The engagement'letter.appomung an agency or expert shall clearly specify the terms
reference including the duties, obligations and powers of the agency or expert so associated.

(b) The audit office shall inform the concerned Government department and the audita
entity regarding the assocxauon of the extemal agency or expert as soon as the engagement le
is issued and before the external agency or expert commences work, including the terms
reference containing’ the dutles obhgatlons and powers of the agency or expert so associated.

{(c) The audit office shall be responsnble for the opinions formed, or the conclusnons reach
or the recommendations made*m its report on the basis of the work of the external agency

expert.
'CHAPTER"'B
'Con(l'uet’o?;Audit '
174. Authority of the C & AG to ,inspt;ct oﬂ,iceq_‘aud to conduct audit .
~ The Comptroller and Auditor Qenera_l is authorised under the Act to inspect offices and to cond
audit in the offices that attract his audit jurisdiction m connection with the performance of duties under
Act. For this purpose, audit teams shall be. depiited to the offices of the auditable entities from time to ti
~ An inspecting 6fficer shall lead each‘sucb,_'team,. ‘The, team can also visit places where relevant recordy
the auditable entity are kept. , :
1'75. Provision of facilites for conduct of audlt

It shall be the duty of the head of the oﬂice of the auditable entity to prowde appropriate{
reasonable office accommodanon and other ot’ﬁce amemties to the ‘audit team for official use and c(‘
with facilities available in the auditable entlty , {
176. Supply of list of offices under each head of department to Audit '

~ Head of departments shall supply to the audit ot’ﬁce a list of the offices under them as at the '_
December so as to reach the audit office before the end of January of the following year.

177. Advance intimation for audit

The audit office shall as far as possible give advance intimation of a minimum period of
weeks to the officer in charge of the office to be ‘audited. The intimation for audit shall state: the
duration of audit and also provide a list of the basnc records that should be kept ready before the arriy
the audit team. In cases where the audxt involves an ¢lement of surprise check, no advance intimation

be given.
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178. Acknowledgemént of intimation by the auditable entity

The officer in charge of the office shall acknowledge the receipt of such initmation and shall make
best efforts to be available in headquarters during the period of audit. The officer in charge shall also
ensure that the basic records as stated in the list sent to him by the audit office are kept ready before the
arrival of the audit team.

179. Requisition for data, information and documents

The requisition for data, information or documents shall be made in writing or during the course
of recorded meetings and may be addressed to pefsons in charge of various functions in the auditable entity
or to the officer in charge of the auditable entity.

180. Reasonable time for supply of data, informa_tic.m. and documents

The time within which data, information and documents are to be furnished to Audit will be

~ indicated in the requisition. The time allowed will be determined considering the nature and quantum of the

'

B

data, information and documets requisitioned and the urgency of the matter.
181, Mechanism for timely supply of data, information and documents to Audit

Every" department or entity sh@ll‘establish and implement a mechanism to ensure that data,

‘information and documents that are required b‘y'Audit are made available to it in time.

182. Confidentiality of information acquired durmg audit -

(1) Information about an auditable entity acquired in the course of the audxtor s work shall not be
used for purpose outside the scope of audit. However, this does not preclude Audit from reporting offences
against the law to appropriate prosecuting authorities wherever necessary.

(2) The documents classified as‘_‘conﬁdential_’ or ‘secret’ or ‘top secret’ made available to Audit
shall be dealt with by Audit in accordance with the standing instructions of the Government for handling
and custody of such documents )

(3) If certain pnvxleged or conﬁdenual information prohibited from general disclosure by law is

L _obtained in course of an audit, the auditor should maintain confidentiality of that information and ensure

. that the audit notes, the inspection repons or the audit repons do not become a means of compromising
" such privilege or conﬁdenmhty of the mformauon '

183. Meeting with officer in charge of the audltable ent:ty at the commencement of audit

The inspecting officer may. hold a meeting with the officer in charge as soon as the work of audit
commences. In the meeting, the audit ObjecthOF and cntena, general state of internal controls and areas of
focus, concern or hlgh risk identified by Audit may be dlscussed

]
'_ 184. Nomination of an oﬂ'icer for hmson mth Audxt

The officer in charge may, nommate a sufﬁc:ently senior officer of his office for liaison with
Audit. The officér in charge wﬂl however, contmue to be responsible for ensuring adherence to these
Regulauons in so far as they relate to faclhtauon of audit.

f 185. Compliance with requests of Audit for records and information

The officer in charge shall comp]y with requests for mformatlon and records in as complete a

. form as possible and within the specified time.

. 186. Failure to provide data, informatiox_lfa\lﬂ documents

Cases of failure to provide data, information and documents shall be reported by the audit office to
the controlling officer and, if considered necessary, the concerned Government for appropriate action and

' these authorities shall inform the audit office about the action taken within three months of such report (s).
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187. Issue of audit memos

All audit memos, other than those requiring supply 6f documents and records, shall be issued over
the signature of the inspecting officer or carry an indication of his approval. The audit memos shall be
serially numbered.

188. Replies to audit memos

The officer in charge shall ensure that to-the-point replies are rendered to the audit observations
communicated through the audit memos. It will be the duty of the officer in charge to ensure that the
particulars given in the replies to the audit memos are correct with reference to the records so that the
accuracy of the facts and figures of such cases as are included in the inspection report is not disputed. All
such replies shall be signed by the officer in charge or carry in indication of his approval.

189. Immediate steps for remedial action on audit observation

The officer in charge shall take immediate steps fog appropriate remedial action, wherever
possible, on the observation made by the audit team so that as many audit points as possible are settled
during the course of audit.

190. Preparation of draft inspection report
On the completion of audit, the inispeéting officer shall prepare a draft inspection report.
191. Meeting with officer in charge of auditable entity at the close of audit

The inspecting officer and the_:ofﬁcer_iyé_harge shall discuss the__draﬂ inspection report at the close
of audit. The officer in charge shall confirm the facts and figures included in the draft inspection report.
Any point of disagreement may be brought out and discussed with the inspecting officer during the meeting

" with a view to resolve the same. The officer in charge shall also offer his observations on the audit
conclusions and recommendations, if not already done in response to the audit memos, and the inspecting ’

office shall reflect such observation in the inspection report. Where necessary and appropriate, the

inspection report may make rccommendétions for remedying systemic deficiencies and improving control.
A written record of the proceedings of the meeting duly signed by both the parties shall be kept.
192. Conduct of audit using information available in audit off:re or accounts office

The audit may also the conducted with' reference to,ﬁdata, information and documents of any |
auditable entity that are available in an audit office or an accounts offiée. Results of such audit will be
communicated to the auditable entity in the form of audit notes.

CHAPTER 14
Audit Notes and Inspection Reports
193. Communication of results of audit '

‘The audit offic  “all communicate the results of audit to the auditable entities through audit notes
or inspection reports. '

194, Issue of inspection reports and audit notes

The audit office shall as far as possible issue the inspection report or audit notes within six weeks|
from the date of completion of audit or such other period as prescribed in this regard.

195. Maintenance of record of audit observations by auditable entity

Each auditable entity shall maintain proper record relating to the feceipt of audit notes and
inspection reports and the progress of their settlement.
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196. Initiation of action for settlement of audit observation not to wait for receipt of inspection
report.

The auditable entity may initiate action for the settlement of audit observations with reference to
the audit memos and draft inspection report received during audit without waiting for the formal receipt of
the inspection report from the audit office.

197. iléply to audit observation

The officer in charge of the auditable entity shall send the reply to an audit note or inspection
report within four weeks of its receipt. Even if it is not feasible (o furnish the final replies to some of the
observation in the andit note or inspection repert within the aforesaid time limit, the first reply shall not be
delayed on that account and an interim reply may be given mdlcatmg the likely date by which the final
reply shall be furnished. :

198. Reply to audit observation of PWD to‘ be sent through next higher authority

In the case of an inspection report that relates to the public works department, the reply shall be
sent through the next higher authority along with the observation of that authonty /

199. Important audit observation to be sent {o head of department for follow up, '

The audit office may send cop:es of lmportant audit observation included in an audit note or an
inspection report to the head of the department It shall be the duty of the head of the department to follow
up all such cases for appropnate remedial and corjective acuon and report compliance to the audit office.

200. Intimation of major Irregulanﬁes to the Governmen; and the hedd of department and
furnishing of reports therefrom :

(1) The Accountant General (Audit) shall ri,nt.imate every instance of major irregularity detected in
Audit through a special management letter to the Secretary to Government of the concerned department
| with a copy to the Head of the Depanment within six weeks of the instance coming to notice in audit. The
~ Accountant General (Audit) shall also mtlmate every such instance to the Comptroller and Audltor General
 in the manner prescnbed

(2) On intimation of the major irregularity by. Accountant General (Audit) the Government shall
. undertake prima facie verification of facts and send to Accountant General (Audit) a preliminary report
. confirming or denying the facts within six weeks of receipt of intimation from him.

(3) Where the fact of major megulanty is not denied by the Government in the preliminary report,
the Government shall further send a detailed report to the Accountant General (Audit) within three months
of preliminary report inter alia mdlcatmg the temedial action taken to prevent recurrence and action taken
against those responsible for the lapse.”

(4) While the reporting of vmaj'o'r ‘irregularities to Government need not wait for inclusion of the
matter in the inspection report or audit note or the audit: repén of the Comp*~l.er and Auditor General, the
same should be done only after due verification with reference to supporting evidence and as far as possible -
after considering the views of the auditable entity. Care needs to be taken to ensure that only major
irregularities are reported in this manner,

201. Significant audit observations to be communicated to Secretary

The Accountant General (Audit) may write a management letter to the Secretary to Government
| of the concerned department by the end of April every year communicating significant observations and
 conclusions emérging out of audit during the preccding year. The management letter shall inter alia
mention the systémic and other deficiencies noticed during the period, the extent of control compliance,
¢ cases of persistent irregularities and the level of adequacy of response to audit observations besides the
' more important individual cases that merit attention and action, with appropriate recommendations where
necessary. The Secretary shall inform the Accountant General (Audit) of the action taken within a period of
three months.
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202. Establishment of systems and procedures to ensure action on audit observations

The Government shall establish and implement systems and procedures that ensure adequate,
constructive and timely action on observation contained in inspection reports and audit notes.

203. Etablishment of audit communccs and tneir constitution

(1) Government may establish ‘audit committees for the purpose of monitoring and ensuring
compliance and settlement of p}endihg audit observation. Each committee to establish shall comprise of a
representive each from the administrative department, Audit and a nominee from the Finance Department
besides the head of the department of the auditable entity. Minutes of the meetings of the audit committee
shall be recorded.

(2) In the case of Central Government establishment located in the States, the Ministry ma
nominate a State level audit comiitee in consultation with Accountant General (Audit) for settlement o
audit observations.

204. Annual public statement regarding pending audit observations

Each Head of Department shall in the first quarter of each year make an annual public statem :
regarding pending audit observations relating to his department. Such statement shall inter alia include
following © -

(a) Number and gist of audit paras included in the Audit Report (s) of the Comptroller
Auditor General for the previous year :

(b) Number and gist of major irregularities intimated by Accountant General (Audit) duri .
the previous year : ‘ o
() Action taken by the Department on (a) and (b) above : and
(d) Number of audit paras"ihclude‘d in the inspected reports issued during the previous
and gist of paras with substantial money value :
CHAPTER 15
Audit Reports
20S. Form, content and time of submission of audit reports to be decided by the C & AG

The form, content and time of subm__issﬁon of audit reports shall be decided by the Comptroller
Auditor General. :

206. Opportunity to be provided to Government before including any matter in an audit report

Adequate opportunity shall be provided to Government to offer its comments, observations
explanation before including any matter in an audit report.

207. Communication of draft paragraph to Government and discussion thereon

(1) The Accountant General (Audit) shall send a copy of the proposed audit observation in
form of a draft paragraph to the concerned Secretary to Government by name for communicating
comments, observations and explanation of the Government within a period of six sveeks from the
the letter or within such other period of time as may be specified. The Accontant General (Audit) shall|
offer to discuss the draft paragraph with the Secretary at mutual convenience within the aforesaid perio
discussion may not be necessary in the case of .a draﬁ pérformance audit report that has been

discussed with the Secretary at an exit conference in terms of these Regulations.
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(2) The Accountant Gcneral (Audxt) shall sunultancously send onecopy of t.he draft paragraph to
the Secretary to the Govcmment, Ministry of Finance or Finance Department, by name.

(3) The draft paragraph shall be annotated wn.h refcrence to the suppoting audit evidence. The
Accountant General (Audit) shall prowde copxes of any relevant documents and evidence in lns possession
that may be required by the Government depanmem.

208. Reply to draft paragraph by Gove: ~ment

(1) The Secretary to Governme.it of the corceriied department shall (a) confirm or cause to be
confirmed, the receipt of the draft paragraph to the Accouritant General (Audit) as soon as it is received,
and (b) communicate the 'conments, “obsétvations ‘and explanation of the Government on the draft
paragraph in writing to the' Accountant Genéral (Audit) by name within the specified period. The reply
shall be signed by the Secretary or carry an indication of approval by the Secretary.

(2) The l!'eply of the Secretary to Government shall state:

~ () whether the deparment accepts the facts and figures mentioned in the draft paragrapn if
not, the reasons, supported by the relevant documents and evidence duly authenticated:

(b) comments, observations and expianation of the Government on matters, included in the
draft paragraph; . | |
(c) Government’s response ' to suggesﬁens .and recommendations made- in the draft
paragraph: - ' ' ' '
(d) remedial action taken of proposed to be taken: and
(e) any other observations o,rrenwks of the depamnent.

(3) Consistem with the sche(;ule ‘of. prepamuon finalisation and presmation of the audit report in
the legislature. the Accountant General ('Audxt) may eonmder a reqest made by the concemed Secretary to

" Government for extension of tn.ne.fq_r_jsendxng_ﬂp reply,trp t_he draft paragraph. Ev_ery such request shall (i)
 specify the reasons for seeking extension beyond the time stipulated, and (ii) state the date'by which the

final reply to the draft paragraph shall be sent to the Accountant General (Augit).

(4) The Accountant Gencml (Audit) will pmceed on the assumption that the Government has no
comments, observation and explananon in the matter in case a final reply is not received within the
specified period or the extended penod agreed to The Government shall hear resgonslbnhty for the
accuracy of the facts ﬁgum and the related andit evidence mentioned in the draft paragraph in such cases.

(5) The Accountant General (Audit) shall give full consideration to the reply of the Government.
The draft paragraph may be modified or settled or may not be included in the audit report in the light of the
reply.
209. Communication of finalised paragraphs for inclusion in audit report

In casg of a State Government or a Umon Territory Government, after the draft paragraph has
becn finalised for inclusion in the audit report, the- Account General (Audnt) shall send copies of the

 finalised paragraph by name to the :S.;ee,retarx,,to,.Governmem of the concerned department and the

Secretary, Finance Department, ln case pf the Union Government, a copy of the finalised paragraph will be
scnt to the Secretary to the Ministry concerned.
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210. Forwarding copies of audit report for laying before legislature

(1) An officer authdrised by the Comptroller and Auditor General shall send copies of the audit
report report duly signed by the Comptroller.and auditor General to the Secetary to the Government,
Ministry of Finance or Finance Department as the case may be, who shall take prompt action for the
submission of the audit report to the President or the Governor or the Administrator for further action and
for the presentation of the report in Parliament or the State or Union Territory legislature. Copies of the
audit reports under Section 19A of the Act shall be shall sent to the Secretary of the Ministry or department
concerned or the Administrator of a Union Territory having legislative assembly, who shall take prompt
action ‘or laying the same in the Parliament or the legislature of the State State or Union Territory.

(2) An unsigned copy of the audit report shall simultaneously be sent to the Secetary to the
President or the Governor or the Administrator.

211. Forwarding copies of audit report to Secetaryvto Government after presentation

The Accountant and General (Audit) shall send copies of the audit report to the Secretary to
Government of concerned department after the presentation of the report in Parliament or the legislature, as
the case may be.

212. Preparation of action taken note for submission to PAC or COPU

The Secretary to Government of the ‘concerried department shall cause prcparatlon of self-
explanatory action taken note(s) on the' audit paragraph(s) relating to his department, that are included in
the audit report, for submission to 'the pubhc Accoums Commmee/Commmee on Public Undertakings. In
each case, the self- -explanatory action taken noté shnll cairy thie approval of the Secretary and state:

(1) whether a written: reply,on the draft audit paragraph was sent to the Account General
(Audit) and if not, the reasons for not doing.so;

(2) whether the facts and ﬁgures stated in the audit paragraph are acceptable and if not, the
reasons for not pointing this out when the draft paragraph was received by the Secretary;

(3) the circumtances in which the loss, failure, infurctuous expenditure, etc. as pointed out
in the audit paragraph occurred; whethcr due to (a) deficiency in the existing system including the
system of internal control, (b) failure to follow the system and procedures, or (c) failure or
individuals including individuals at supervisory levels;

(4) the action taken to fix responsibility on the individual (s) responsible for the loss,
failure, infructuous expenditure, etc; and the likely time frame withen which such is expected to
be completed; ‘

(5) the current status of recovéry of any ‘amount due to Government as pointed out in
“audit paragraph;

(6) the action taken or proposed to be taken on the suggestions and recommendations m
in the audit paragraph;

(7) the result of review of similar other cases, and the action taken;
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(8) the remedial action laken or propoaed to be taken to avoid occurrence of similar cases in
future, to streamline the systems and 1o remove system deficiencies, if any; and '

(9) such othér information as may have ‘been prescribed by the public accounts
Committee/Committee on public Undemhngs

213.Vetting of action taken notés and respomses on the recommendations of PAC/COPU by
Accountant General (Audit) 2
In the Union , the States and the Union Temlones having legislative assembly where legislative
committees or the Government desire the Comptroller and Auditor General to vet the action taken notes
and the responses of the Govemment on the recommendations of the Public Accounts
Committee/Committee on public Undermkinés;.the following procedure will apply;

(1) The Secretary to Government of the concerned department shall send two copies of the
draft self-explanatory action taken note to the Accountant General (Audit) for vetting along with
the relevant ﬁles documents on which the explanatory note has been formulated. properly
referenced and Imked This shall be done within such petiod of time as may be decided consistent
with the requirements of the time-schedule for the submission of the self-explanatory action taken
notes prescribed by the Public Accounts Committee/Committee on public Undertakings.

(2) The Accountant General (Audit) shall retumn the self-explantory action taken note to the
Secretary dully vetted as soon ns’ 'boss'ible. but.not later than one month. Subject to any
requirements that may have been prescribed by the Public Accounts Committee/Committee on
Public Undertakings, the vemngcommems of the. Accountant General (Audit) may include
suggestions for further course of action. -

(3) The Secrotary sh‘all send lhebreqursnte number of copies of the vetted note, as prescribed
by the Pubhc Accounts Commrttee/Commrttee on Public Undertakings, to the secretary of the
Public ‘Accounts Commmee/Commmee on Pubhc 'Undertakings in accordance with the time
schedule prescribed by the Ietter and also forward a-copy each to Ministry of Finance of Finance
Department as the case may be Accountant General (Audit).

(4) On receipt of the recommendauons of the Public Accounts Committee/Committee on
Public Undertakings the Secretary shall initiate action to prepare the Government’s response by
was of action taken note for submission to the respective Committee within such period ‘and in
such form as the Public Accounts Committee/Committee on Public Undertakings may prescribe.

(5) The Government’s response on’ the recommendations of the Public Accounts
Committee/Committee on Pubhc Undertakmgs shall ‘be sent to the Accountant General (Audit)
for vetting before its submxssron to the respecuve Committee with the relevant files and
documents properly referenced and lmked The vemng comments of the Accountant general
(Audit) shall be duly reﬂected m the response that may be sent to the Public Accounts
Committee/Committee on Public Updertakmgs

214, Duty of Government for systems and procedures to ensure timely response

It shall be the duty of the Govemment to establish and enforce adequate and reliable systems and
procedures, clearly defining inter alia’ the roles and responsrblhues at all levels that ensure that (i) the
replies to the draft paragraphs, (ii) the self-explanatory action taken notes on matters included in the audit
reports and (iil) the action taken notes .an the recommendations of the Public Accounts
Committee/Committee on Public Undertakmgs are sent to the appropriate authorities within the time limit

prescribed in each case.
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215. Reporting of cases of delay to Government

The Accountant General (Audit) will report cases of delay to Secretary (Expenditure). Ministry of
Finance in the case of the Union Govérhrhent and tothe Chief Secretary in the case of a State Government
and to the Administrator in case of 2 Union Territory having a legislative assembly. Case of delay may also
be appropriately commented in the audit report.
CHAPTER 16 |
General Principals of Government Accounting
216. Duties and powers of the C&AG in regard to accounts

The duties and powers of the Comptroller and Auditor General in regard to the accounts of the
Union and State Governments are laid down under Articles 149 and 150 of the Constitution of India and
Sections 10 to 12 and 23 of the Act.

217. Provisions of the Constitution regarding accounts

(1under Article 149 of the Constitution, the Comptroller and Auditor General shall perform such
duties and exercise such powers in relation to the accounts of the Union and of the States and of any other
authority or body as may be prescribed by or under any law made by parliament.

(2) By virtue of the provisions of Article 150 of the Constitution, the accounts of the union the
States shall be kept in such from as the president may on the Comptroller and Auditor General, prescribe.
The word from used in Article 150 has a comprehensive meaning so as to include the prescription not -
merely of the broad from in which the. accounts are to be kept. but also the basis for selecting the
appropriate heads under which the transactions are to be classified

218. Provisions of the Act regarding accounts

(1) Under Section 10 read with Section 2 (e) of the Act, the Comptroller and Auditor General
shall be responsible for compiling the accounts and for keeping related accounts of the Union and of each
State and Union Territory having a legislative assembly from the initial and-subsidiary accounts rendered
to offices under his control by treasuries, offices or departments responsible for keeping of such accounts.
The President in the case of the Union including Union Territories and the Governor with the previous
approval of the president in the case of a State, may after consultation with the Comptroller and’ Auditor
General, by order, relieve him from the responsibility of compiling or keeping the accounts of the Union
including Union Territory or of the State or of any particular services or departments of the Union
inouding Union Territrory or the State.

(2) Under Section 11 of the Act, the Comptroller and Auditor General shall submit these
accounts, wherever these responsibilities continue with him, to the President or the Governor of a State or
Administrator of the Union Territory having a legislative assembly, as the case may be.

(3) Under Section 12 of the Act, the Comptroller and Auditor General shall in so far as the
accounts, for the compilation or keeping of whxch he is responsible, enable him so to do, give information
and render assistance to the Union Govemment or the State Government or the Government of Unioa.
Territory having a legislative asscmbly, as they may from time to time require.

. (4) Section 23 of the Act Authorises ;he Comptroller and Auditor General to lay down gen
principles of Government accounting,.

219. General principles of Government accounting-

(1) For the purpose of Sec'tion.23 of the Act, ,the'Govemment Accounting Rules, 1990 shall
deemed to be the general principles of Government accounting.

(2) All Government departments are required to comply with the general principles
Government accounting. It is the duty of auditors to examine during audit whether these principles
being complied with by all Government departments.
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220. Form of accounts

(1) Detailed rules relating to maintenance and- rendition of accounts by treasuries and public
works divisions are contained in Accounting Rules for Treasuries and the Account Code. Volume III
issued by or with the approval of the Comptroﬂer and Auditor General. Detailed rules and instructions
relating to the forms in which the initial and subsidiary accounts shall be kept and rendered by the
Department of Posts and other technical departments are laid down in the respective accounts manuals or
departmental regulations relating to the department concemed.

(2) The format of accounts in'ragpect of autonomous bodies and authorities other than
Government establishments and companies is préscribed by the concerned Government in consultation
with the Comptroller and Auditor General. In case of autonomous bodies and authorities of Uniop
Government a comman farmat has been Prescribed by the Government with the concurrence of the
Comptroller and Auditor General. This common  format is applicable to all autonomous bodies and
authorities except a few such as Port Trusts for which separate formats are applicable. The State
Govemrncnts may also adopt the common format applicable to the autonomous bodies of the Union
Government, for the autonomous bodies of the States.

(3) The format of accounts of panchayati raj institutions and urban local bodies recommended by
the Comptroller and Auditor General has been accepted by thc Union Government and has been adopted
by many State Governments.

221. Role of the C & AG in accounting standards for Government

(1) Government Accounting Standards Advisory Board set up in the office of the Comptroller and
Auditor General with the support of the Governinent of India is responsible for making recommendations
regarding accounting standards to be obscrved in Government departments and organizations. The Board is
chaired by the Deputy Comptroller and Auditor Gcneral and has varioys stakehplders including the
Controller General of Accounts, the Controllcr Gencral of Dcfcncc Account, the Financial Commissioner
(Railways) as members

(2) The Government Accodntin_g Staridards'Advisory Board is entrusted with the responsibility of
formulating and proposing standards with a view to improve the usefulness of the financial reports based
on the needs of the users of these reports The Board also seeks to keep the standards current and provide
guidance on xmplementatron of the same.

(3) The Government Accounting Standards Advisory Board is entrusted with the responsibility of
preparing a framework and a roadmap for shift to acrual accounting.

222. Timelines correctness and completeness of accounting information to be ensured

In order to enable the Comptrovllér and Auditor General to discharge accounting functions
effectively, the Government needs to establish and enforce systems including internal controls to ensure
that all primary accounting units render necessary information in the time schedule prescribed by the
accounts office and that the information rendered is correct and complete.

223. Timeliness, correctness and completeness of information for entitlement functions to be ensured

To enable the Comptroller and Audrtor General to discharge entitlement functions effectively, the
Government needs to establish . and cnforce systems including internal controls to ensure that the
department of the State Government provide the required information within the time schedule prescribed
by the accounts office and that the information rendered is correct and complete.
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CHAPTER 17
Speéial Provisions

224. Exercise of Authority of Accountant General (Audit) or Accountant Genersal (Accounts and
Entitlement) by other officers

Any authority exercised b the Accountant General (Audit) or Accountant General (Accounts and
Entitlement) under these Regulations shall be exercisable by any of his superior officers or any other
officer so authoised by the Comptroller and Auditor General.

225. Regulations not to apply to international assignments

These Regulations shall not apply to any international assignment relating to audit or accounts
taken up or being taken up by the Comptroller and Auditor General.

226. Powers to issue general or special orders and guidelines

The Compt oller and Auditor General may issue any general or special orders and guidelines to
carry into effect the p 2visions of these Regulations.

227. Inter-relationship o. various orders

In fulfillment of the mandate, the Comptroller and Auditor General issues various types of orders
and guidelines. These are classified as standing orders, guidelines and practice notes as defined in
Regulation 2. The hierarchy of instructions of the Comptroller and Auditor General shall be Regulations,
standing orders/guidelines and practice notes in this order, Standing orders, guidelines and practice notes
need to be consistent with these Regulétion.

228. Removal of doubt

Where a doubt arises as to the interprectation of any of these Regulations, the decision of the
Comptroller and Auditor General shall be final.

229. Powers to modify or relax

The whole or part of these Regulations may be modified under the orders 6f the Comptroller and
Auditor General. Any provisions of these Regulations may also be relaxed by a general or special order of
the Comptroller and Auditor General.

230. Continuance of existing orders

The standing orders, guidelines and practice notes shall in future be issued under these
Regulations and be consistent with these Regulations. However, the standing orders the guidelines and the
practice notes already issued by the Comptroller and Auditor General or on his behalf shall continue to
apply as immediately before the date of issue of these Regulations till the same are revised, revised,
revoked or modified.

AJANTA DAYALAN,
Director General (Audit)
JADVT-1II/IV/187K/2007-Exty]
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