\éOMP’I‘ROLLER"AND AUDITOR GENERAL OF INDIA
NOTIFICATION
New Delhi; the 20th November, 2007

Regulations on Audit and égpounts, 2607
the- Comptrollﬁ and Auditor General's (Duties, Powers and ’
the Comptroller and Auditor General of India |

In pursuance of section 23 of
Conditions of Service) Act, 1971 (Act no. 56 of 1971),

hereby makes the following Regulations, namely :~ .
' - CHAPTER 1

: ' : : v Preliminary

1. Short title, application and commencemeni
(1) These Regulations inay be éalledthe"ch.ulations on Audit and Accounts, 2007".

(2) These Regulations shall abply to the officets and staff of the Indian Audit and Accounts ]
Department and all ministries and departments of the Union Government, State Governments and Union §
Territory Governments as well as ‘bodies, authorities and enterprisgs; to which the audit or accounts ;

susisdictions of the Comptroller and Auditor General of India extend.

3.0 o/ (3) These Regulations shall come into force with effect from the date of their publication in the}

icial gazette.
2. Definitions » &
In these Regulations, unless the context otherwise requires,

.

unts and Entitlement) means the head of the department of an}

(1) Accountant General (Acco
accounts office of the Comptroller and Auditor General of India by Whatever designation called;

(2) Accountant General (Audit) means thé head of the department of an audit office of th

Comptroller and Auditor General of In
(3) Accounts Office means an office of the Comptroller and Auditor General of India responsib ‘
ation of accounts from the initial and subsidiary accounts rendered by the treasuries, offices
d for entitlement work in relation to Govemm

dia by whatever designation called;

for compil ]
departments responsible for keeping of such accounts an

employees and categories of employees;
(4) Accounts Officer mqahs an offic
and Auditor General of India by a general or sp
(5) Audit means examination of accounts, transactions and records in performanc

ers of the Comptroiler and Auditor General as prescribed in the Constitution of India
y other type of audit determined by the Comptroller ag

it refers to Audit Ijepartment as a whole or any pf

gnation, authorised by the Comptroli§

er, irrespective of desi
ated work;

ecial order for accounts or entitlement or rel
¢ of duties a8

exercise of pow
the Act and includes performance audit or an

Auditor General of India. When used as a noun,
thereof as per context;

(6) Audit Board means the Audit Bpard c
of Central Public Sector Undertakings;

onstituted by the Comptroller and Auditor Generalr

India for performance audits
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Audit institution means the offices of the Indian Audit and Acc%ms

(7) Audit department or )
General of India responsible for audit under the

fepartment under the Comptroller and. Auditor
titution of India and the Act; "
(8) Auditable entity means an office, authority, body, company, corporation or any other entity
bject to audit.by the Comptroller and Auditor General of India;

means the authority of the Comptroller and Auditor General of India for

(9) Audit mandate
Act and includes audit entrusted by the Government under

dit under the Constitution of India and the

Act; _ ,
memorandum or letter issued during the course of audit for

(10) Audit memorandum-means a
any other matter considered necessary by the audit officer in

iciting information, confirmation-of facts or
paduct of audit; SRR
(11) Audit note means a note issued by
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

an audit office containing the results of audit conducted

hdit; .
~ (13) Audit Officer or auditor means an officer, by /whatcver designation called, authorised by
\e Comptroller and Auditor General of India by a general or a special order to conduct audit;

of the Comptroller and Auditor General means a report of the Comptroller

(14) Audit report
f thc Constitution of India or under Section 19A of the

bd Auditor General of India under Article 151 o
t or under Section 49 of the Union Territories Act, 1963}
(15) Audit Review Committee means the committee constitute

: udit) for finalisaion of performance audits of State Public Sector Enterprises;
s issued by the Comptrolier and Auditor

d by an Accountant General

(16) Auditing Standards means the auditing standard
al of India unless the context otherwise requireé; :
(17) Comptroller and ‘Auditor‘ Gen'evral‘ or the C & AG means the Comptroller and Auditor
eral of India appointed under Article 148 of the Constitution of India;

egulations means functions relating to pay, provident

. (18) Entitlement for the p'(x_rposé of these R
nd or pension and related work which.the Comptroller and Auditor General is to perform under Article

149 of the Constitution of India and the Act; |
(19) Government méans the UmonGovemment, the Govemmcnt of a State and/or Government
b the Unidn Territory as the context may }équﬁeﬁ R

(20) Government company' means a G§vermnent company as defined under
Fompanies Act, 1956 (Act No. 1 of 1956);

' (21) Deemed Govern_méntfoinp";n
L owered under Section 619B of the Companies Act, 1956;

, by the Comptroller and Auditor General for carrying

matters especially on emerging and important areas
th these Regulations and are to be followed by

Section 617 of the

y for the purpose .of these Regulations means a company

(22) Guidelines are the guidelines issued
but the mandate. These are generally on ﬁrofeésional
pf audit or accounts. The guidelines are to be consistent wi
he 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 resuits of an

audit;
ditor, by whatever designation called, generally appointed )

(25) Local fund auditor means an au
anchayati ra) institutions and/or urban local bodies;

by a State Government for audit of accounts of p




50 THE GAZETTE OF INDIA : EXTRAORDINARY [PART HI—SEC. ¢

(26) Major irregularity means (a) an instance of suspected material fraud or corruption comin
to the notiee\ 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 Mandate of the Comptroller and Audltor General means the authority vested in him i
regard to accounts and audit under the Consututlon of India and the Act;

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

(29) Separate audit report means an audit report 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) Statutory auditor means an auditor or an auditing firm appointed under the Companies Act,
1956 for the audit of ..cconnts of a Government company or a deemed Government company; and
~ (32) The Act means the Comptroller and Auditor General’s (Duties Powers and Conditions ol
servrce) Act, 1971 (Act no. 56 or 1971); . )

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

-~ CHAPTER2
" General

3. Role of the C & AG in regard to audit

The Comptroller and Auditor General is the sole euthority 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 expendrture of the Union and each state and the Union Terri
Governments. The audit reports of the Comptroller and*Audrtor General are placed before parliament
the Legislature of the State or the Union Temtory, 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 i dccordance with the laws made by the legislature and rl
made thereunder. -

4. Broad objectives of audit o i
The broad objectives of audit are to ensure "legality, regulanty, economy, efficiency

effectiveness of financial management and publlc admmxstratlon mamly through assessment as to:
(1)whether the financial statements are properly “preapred are complete in all respects a
are presented with adequate dlslosures (financial audit);

(2)whether the prov1srons of the Constitution, the applxcable laws, rules and regulati
made thereunder and various orders and instructions issued by competent authority are :
complied with (compliance audit); and

(3)the extent, to which an ‘activity, programmre or organisation operates economi
efficiently and effectively (performance audit).

5. Al audits to be as per Mandate, Reguiations ete, ,
All audits undertaken by the Cumptroller and Auditor General, or on his behalf, shall be as perd
Constitution of India and the Act. These. Regulatrons, standmg orders, guidelines and practice notes issy
by the Compirciier and Auditor Generai shall gurde,the corrd_uct of such audits,
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d Auditor General has the

C &AG in regard to audit
) of the Act, the Comptroller an

ithority of the
Section 2(¢

Under Section 18 read with

trol of the Union or of a State or of a

arity:
(a)to inspect atty office of accounts under the con
Union Territory having a
(b)to require that any ac
otherwise T
extend, shall be sent to such place as he may appo
make such observations as

(c) to put such questions of
person in charge of the office and to call for such informatio
or report, which it is his duty to prepare.
£ which have to be in:

ount
The person in charge of any office or department, the accounts O
all afford all facilities for such inspection and comply

wited by the Comptroller and Auditor General, sh
lth requests for information in as complete a form as possible and with

| Participation in management c0
k ) Auditors should ordinarily not
ven, it should be conveyed as audit ad\_/ic_e or 1eco
dit on certain issues

legislative assembly;
which deal with or form

d ther documents
t of audit

counts, books, papers an
elevant to the, transactions 10 which his duties in respec
int for his inspection; and
he may consider necessary, to the

n as he may require for the

the basis of or ar¢

preparation of any acc
spected and

all reasonable expedition.

mmittees
gement committees and if advice is to be

become members of mana
mmendation and acknowledged clearly as such.

Advice by Au ,
Audit should be ready to advise tt.h‘e‘_ executive in such matters as accounting standards and policies

the form of financial statements. '

. No power of direction with the execi;

, It is important for the indépéhdénce of the Comptr

direction by the executive in relation‘ to the performance of
\uditor General is not obliged to carryout, modif)} or refrain fro

d féCdﬁknéhdatiohs in the light of any

and Audito

podify audit findings, conclusions an
is,” however, does not preclude requests 10 the Comptroller
inally with the Comptroller and

posing matters for audit. Decision in this regard shall rest fi

tive in rglation to Audit

oller and Auditor General that there is no power

the audit mandate. the Comptroller and
€ss Of

m carrying out an audit or suppr
directions by the executive.

r General by the executive
Auditor

eral.
:0. Utilising specialised skills from 'exterxial sources
The Comptroller and Auditor ‘Gerllé'r‘zi‘l‘ may, in spe
ialised skills from external sources in carrymg out an audit or ac
1. General or common Regulations ‘t.o 5pply in ali casés
General or comxf\on Regu}étions si;all apply in all

s in these Regulations.

cial circumstances and if so required, utilise

counts task.

cases subject t0 specific provisions made in

icular chapter -

" CHAPTER 3
Scope and Extent of Audit
pe anid extent of audit

and extent of audit s

thority for determination of sco
oller

ct, the scope hall be determined by the Comptr

12. Au
Under Section 23 of the A

md Auditor General.

3. Scope of audit
(1) Within the audit mandate, the Comp
e and extent of audit to be conducted by him or on

nsuring that the objectives of aud

the sole authority t0 decide

troller and Auditor General 18
ority is not limited by any

 the scop his behalf. Such auth
considerations other than € it 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 auditabl

an assessment may be undertaken either as an integral component of an audit or as
assignment.

€ entities. Suci
a distinct audii

i
(4) The Comptroller and Auditor General may, in addition, decide to undertake sny other audit o

a transaction, programme or organisation in order to fulfill the mandate and to achieve the objectives 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,
warrant, dispense with any part of detailed audit of any accounts or class of tran
limited check in relation to such accounts or transactions as he may determine.

16. Conduct of audit

when circumstances sg
sactions and apply sucy

Audit will be conducted (a) with reference to such accounts, vouchers and records as may bf
received in the audit office and/or in the accounts office and may include on line data, information a d
documents of the auditable entity; and (b) in the office of the auditable entity or at the site where -thd
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 consideratio
to a request for special audit of a programme, project, or organization within the audit jurisdiction provide
that every such request: ‘

(a) is made with the approval of the Sex reia;y to Government of the concerned department;,
(b) shall state the justification and reasons that necessitate a special audit, including
results of any preliminary inquiry, investigation or study that may have already baeen conduc ed
and ' ’ o
(¢) specify the period to be covered in the special audit.

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

18. Reporting the results 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 legislativf
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 and
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 q
audit. These provide guidance to the auditor to help determine the auditing steps and procedures that shoulj

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 wig

these standards is expected to ensure that a high quality of audit is performed for achieving the audj
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 - - . may 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 :
( 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
. cases where no specific standards apply. o
- 24. Framework of basic postulates

The basic postulates for audititig 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 omﬁ»j\udgement to the diverse situations that arise in the
U

course of audit. : .

(3) There shall be an effective accountability process in operation.

(4) The Government shall be responsible for establishment, development and enforcement
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. B

(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 documénts necessary for audit.

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

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

: (b) General Standards
25. Definition .
_ The general standards desribe the 'qﬁaliﬁcations of the auditor and the audit institution, th
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.

(¢) 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 the 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 o
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 aliag include:

(1) Planning: The auditor should plan audit in a manner which ensures that an audit of high
quality is carried out in an eonomic, 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 examirie and-evaluate the reliability of internal control. Auditors
should obtain a sufficient understanding - of -internal 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, programine,
activity or function under audit.
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Yefinition S ‘

~ The reporting standards provide an overall fr
tting the resuits of audit. ' :
Application

**  The reporting standards shall.-apply;.,.eqﬁally 'tobéa_lr_l;é frepoﬂssubmltted by the GovMent
itors to the executive and the legislature,- including.. inspection repoits, audit regiorts -and audit
ificates on financial tatement or statements of expendifure. - o e e 19 ‘

Framewdrk of reporting standards -

The reporting standards shall i_rtte}-'blia .includé'_“_fﬁi‘”e"ifoltéﬁ‘rif;'g: b

(1) Reporting standards shall be meant toassmt, and not to _sup#i'sede, prudcnt j\;dgement of
the auditor in framing and reporting audit findings, coticlusions and recommendations.
(2) The reports should be bomplete, accurdté; objegtive, convincing, clear, concise,
constructiye and timely. ' o

(3) The form and content of all audit 6pinions and reports need to be consistent with the
principles laid down in regard to (a) objectives and scope, (b) completeness, (c) addressee, (d)
identification of subject matter, (Ae)'vlegal,bas,is, (f) compliance with standards, and (g) timeliness.”

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

(5) Auditors should report-oh sigm'ﬁcant 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 report to be prepared after the audit.

(6) When auditors conclude,bascd on evidence obtained, that fraud or corruption has either
occured or is ‘suspected o~ have ‘bcc\ix‘_é(ll, ‘they should report relevant information. Such
information that is clearly inconsequential 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
Government 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 special ~ircumstances.

(7) Auditors should report deficiencies in internal contro! thot tk;ity censider signifieant.

(8) Compliance audits, besides reporting on individual cases of non-compliance and abuse,
also require reporting on weaknesses that-exist in sy‘stemsA of ﬁnanéia'ménagemeﬁl “and ‘iméﬁral'
control. The auditor should also report the Vreshllts of examinition of rules, regulations, orders and
instructions and their consiste,néiy'as wcll as_'s_igriiﬁcant irregularities and instances of fraud and
corruption. ‘ S ' o

(9) In the report on the ﬁnaﬁciél statements, the auditor should inter alia either (a) describe
the scope of the auditor's testing of 'comp\li'anc'e ‘with laws, rules and regulations and internal
control in preparation of financial Stéténién@ ia‘nd present the results of those tests or (b) refer to
the separate reports containing ‘,tha.t_ informatidn. In presenting the results of those tests, the
auditor should report "fraud, .'c_(')rruptioh, illegal actys, other material non-compliance, and
significant deficiencies in internal "cd'ntr_bl 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 t
economy, efficiency and effectiveness are being or have been achieved. Performan

should not concentfate solely on adverse assessment of the pa
Recommendations should, as fa
achieve them. '

0 what extent
ce audit repo '
st but should be constructive
r as feasible, suggest what improvements are needed and how tof

(11) In follow up of recommendations, the auditor should maziatain objectivity and
independence and focus on whether identified

weaknesses are corrected rather than on whetheg
specific recommendations are adopted.

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

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

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

CHAPTER-5

Financial Audit
33. Audit of annual accounts of the Government

> 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.

_ E
"~ Appropriation Accounts of the Union andof each State and the Union Territory having a legislative
assembly, irrespective of the agency ‘,that__is_,rqspon‘siblp for their compilation.

3S. Finance Aécounts 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 relating to public debt and assets and other liabilities as prescribed.

' 36. Appropriation Accounts of the Government

The Appropriation Accounts of the GEVémment show the expenditure of the Govemmentf"

- compared* with the amouhts authorised by the legislamrg with explanations for significant variations:;
between the two by way of saving or excess beyond thc;p:esc‘ribedliglits of such variations. ‘

"3 Cheeks in financial audit BN T T ;
The primary purpose of financial audit is to"verify -whether the accounts of Government are |

properly prepared, are-complete in alfréspect's and are presented with adequate disclosures. Financial audit}
thus verifies. - | ,

' 8] books of accounts and the financial statements for their compliance with the applicable

laws, rules and regulations and acéouhting pﬁnciples, policies and acceptable standards including §
conformity with the form of accounts prescribed by the President on the advice of the Comptroller“

and Auditor General; S e . ]

(2) completeness of the books of accounts and the financial statements; this also includes aj

critical review of the amounts that are not adjusted to their final classifications;
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(3) accuracy of the books of accounts 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 ava' »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-appr_opriation and surrender of funds

Government depqutgp,ent 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 $0 as to’
- reach within one month after the close of the financial year. A nil statément shall be sent if no such order
. was issued.

39. Orders of re-appropnatlon and surrender of funds to state reasons explicitly

The orders of re-appropnatxon shall comprehensxvely 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 furmsh 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 speclﬁc documents and infor;natnon to the audit officer

Wlthout prejudlce to the generahty of other provnslons in this regard in these Regulat:ons
»Govemment departments and the agency responsnble for the compllatlon of accounts and financial
statements shall inter alia supply the followmg to the audit officer:

(1) the reasons for any sxgmﬁcant varlatlons between the amounts of expenditure and the
amounts of receipts of the of accounts and the correspondlng amounts for the preceding year;

_ (2) the statement of penodlc book adjustments together with the copies of the general or
special orders authonsnng_ ,such. edjnsttnents

(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. 1tems that are prima facie unusual including adverse and
insufficient balances;

(5) the reasons for variations, if any, between the closing balances of the precedmg 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 analysxs 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 outstanding guarantees including the amounts (origipgl amounts as well
as the amounts outstanding at the end of the year);

(10) the confirmation of the éniouhts of guarantees (original amounts as well as the amounts
outstanding at the end of the year) _frpm the parties on whose behalf the guarantees were issued;

(11) the details of guarantees invoke_dduring the year;

(12) the amount of guarantee fee received and the amount in arrears;
(13) the details of incoplete works costing more than the limit prescﬁﬁ%ﬂ)by the audit office
from time to time; and s .
(14) year-wise 'aﬁhlysis of tﬁg amounts oﬁtstanding under ‘Remittadie’ and ‘Suspense’
heads of accounts. - - A :
42. Action plan for certification of financial stitements £ ‘
The audit office and‘t‘he agvenqiESjlrhe;s‘p‘c'g'iigii)lcb for'preparaﬁon and compiléti{in of accounts shall
prepare an annual action plan for the timely completion of certification of financial statements and monitor
its implementation, ‘ ’ ‘ : -

CHAPTER 6
- Compliance Audit
(2) Broad Principles
43. Examination of trainsaction_s in compliance audit .

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

(1) the prdvisions 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 Co,nstitptiqn of India and the laws or by virtue of the powers
formally delegated to its by a superior authority. '

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

Compliance audit also includes an-examination of the rules, regulations, orders and instructions

for their’legality, adequacy, t‘ranspar‘_ency",‘ prpp_ricty and prudence and effectiveness, that is whether these
(1) intra vires the provisions of .the _Cbnstitutidn 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 anibigixfty 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'eéﬁvenesé’).
45. Examination of rules, regulations, order, etc. for consistency

Compliance audit also examines whether the rules, regulations, ordersr_ and -instructions are
consistent, R , ‘ . -

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 général orders regulating of revenues, incurring of
expenditore and liabilities and management of assets and liabilities, as soon as these are issued.




- [AFT 1119 4) HRA BT ISYA : FHTERT 59

- 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 haviné financial, accounting or auditing implications may be referred to the concerned
- Accountant General (Accounts and Entxtlement) or Accountant General (Audit), as the case may’ bc for
serutiny before issue. :

, (b) Auditﬁ(‘)f Expenditure
48. Authority of the C&AG in regard to audit of expenditure

Section 13 of the Act authorises the Comptroﬂer 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
F 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

Ladequate, proper and sound systems and procedures are in place and are being complied with, both in letter
band spirit, for spending public money, Audit inter alia checks the expenditure for:

(1)Appropriation, that is, the avallablhty of funds in the budget, 1nc]ud1ng 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.cqmﬁetent to do so;

(3) Compliance with the requiremént of the applicable laws, rules, regulations, orders and
instructions in actual dlsbursement

» (4) Evidence by way of vouchers payees acknowledgements, etc;
“ (5) Record in the books of the spendmg ofﬁcet including cross-verification with the records
3 of the treasury, pay and accounts off ce, bank, etc;
- (6) Accounting in the books of the Govemmént; 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
pmpliance with the broad and general principles of ﬁnanc1a1 propriety, Audit shall bring to light not only
gnificant 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 desplte compliance with the rules, regulations and
ders. ‘
b. Endorsement of copies of sanction orders and contrhct agreements to Audit

Copies of all orders sanctioning expenditure issued by Government departments shall be endorsed
hotherwise 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
partments 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 department during the preceding
arter. A nil statement shall be sent in case no such order was issued during the preceding quarter,

The Comptroller and Audxtor 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 not be sent to the audit office. Only quarterly statements
luding nil statements) of all contracts entered mto in the preceding quarter need to be sent to audit
fice as per time schedule given above. i
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S1. Audit of transactions of Public Account and Contingenéy 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 exaglinc the tranisactions for their legality, competence and propriety and:

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

(2) in the case of éontingency.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,

$2. Endorsement of copies of sanctions of idvance 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, collection and proper allocation of revenue and are being duly
observed. ' o '

54. Examination of systems a"hd proéedures and their effichcy

Audit of receipts includes an.examinaﬁ'on 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) pursilit 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; ‘ T :
. ' ¥
(6) any scheme as may be intréduced by the Government from time to time;
(7) any measures introduced to strengthen jor' improve revenue administration;

(8) amounf® 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; Gexierél.
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55. Integrity of data, 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 an'd cami)uterised database

(1) The audit oﬁicer 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.

 §7. Follow up action on systemlc faults or high risks pointed out by Audit

Where the audit officer points out systcmii: fahlts or identifies high risks, the department should
take appropriate action to address these faults and mitigate the risks so identified.
. £8. 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 acceptecf paragraphs included in the audit reports laid
beforé Parliament or leglslature till the end of that financial year.

(d) Audlt of Assets and Liabilities

res and Stock
:59. Authority of the C&AG for audlt of stores and stock

Section 17 read with Section 2(¢) of the, Act authorises the Comptroller and Auditor General to
sudit 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 leglslatlve assembly.

60. Manner of keeping accounts of stores:and stock
4 The accounts of stores and stock shall be kept in the manner preseribed by the Union Government
' in consultation with the ([Jomptroller_and Auditor General. '

61. Audit of stores and stock .

Audit of stores and stock is prirtlan'ly 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 procuremeht of stores ;

(2)proper assessment of requuement 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 prescnbcd systems
Ny
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.

. ehad
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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

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

64. Broad principles of audit to apply

Broad principles of audit shall applyto audit of assets and liabilities

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

Audit of assets and liabilities shall f,urth‘er' bé gi_)vémed b_y any general or spécial orders issued by
the Comptroller and Auditor G,enera‘l‘l.

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

Audit of grémts-in—aid and loans is primarily an extension of audit of éxpenditure and the broad,
principles of audit of expenditure #shall apply. Additionally," it examines whether the amount of
Government assistance is utilised for the intended purpose.

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

Audit of Government assistarice in form of grants-in-aid or, ‘loans shall be conducted to verify.
whether systems and procedures are in place and are being complied with for :

t

(1) clear enunciation of purpose for the sanction of the Government 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 Ppractices;

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

(4)proper accounting of assistance by the granteg or the loanee including maintenance of accounts |
in such form as may be prescribed; ' ‘ '

(5) ensuring the fulfillment of cqnditions of Government assistance;

(6) monitoring and ensuring the economical, efficient and effective end use of assistance :
including achievement of the abjectives of assistance; . - !

(7) refund to Government of Emy_ 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 which an
organisation, programme or scheme operates economically, efficiently and effectively.
69. Three Es of performance audit
" Performance audit assesses : ‘

(a) Economy-Ec'oﬁomy 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 eqhal-quality 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 i§ 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 extenmt 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,
L standardise the unit cost of delivery and benchmark quality of outputs and edtcomes.

. 71. Review of the measurable objectives and performancé 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 dqt‘_in'g pgrfdrniance audit

Performance audit envisages a hiéh ‘degrée of interaction with the auditable entities, right from the
selection of subject(s) for review to all subéeQ@xéht stages like definition of audit objectives and criteria,
preparation of detailed audit programmé, deve'lopmem 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 inter 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 resppn‘sibll'e 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 fumnish reply to the draft
performance audit report within the specified time and the Accountant General (Audit) shall take into
account such reply before ﬁnaiising the material for audit repbrt 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 Corriptroller 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

expendlture 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 cdpies

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

(1) endorse a coiay of each letter of sanction of grant or loan to the audit office;

(2) mention in the sanetion'; the amount of the budgeted expenditure of the body or
authority; and

(3) ensure that the assisted bedy or authérity 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 statement 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 Governmerit(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
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
' Territory having a legislative assembly, as the case may be, for being laid before the appropriate

legislature.
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(c) 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 AdminiStratqr'of a Union Territory, as the case may be, the Comptroller and

such authorisation shall be made exbept after consultation with the Comptroller and Auditor General and
after giving the concerned corporation a r¢asonable 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 cdﬁducted 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

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

91. Audit of Corporations under Sec'_t,i,on 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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IM. Applicable standards and 'v'eriﬁeatior':n required in audit of accounts

Where the Comptroller and Auditor General is the sole auditor of a corporation, the financial audit
lis 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 : v

(1) Comply with the requirements of - 'the: applicable law(s), rules and administrative
mstructxons, -

(2) comply with the accountmg standards prescrited by the Institute of Chartered
Accountant of India;

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

(4) present a true and fair v1ew of the corporatron s financial posmon

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

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

(a) test check of transactxons entered into by the corporation with a view to examining their
legality, competence and propnety and report on cases of mﬁ'actnon waste, mrsmamgement
frauds and other irregularities; and \

(b) performance audlt Wlth a yiew to ascertaining the extent to which the corporation
operates economically efﬁclently and effectlvely 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 compllance and
performangce audits conducted under sub-Regulatnons (1) and (2) to the extent relevant.

l Audit certificate as warranted by cu'cumstances

The audit certificate may be subject to such observations and quallﬁcatlons as the circumstances
Inay warrant. An adverse certificate may be given if the observatrons and qualifications are of such nature
js may not warrant certifications of accounts as prosentmg a true and fair view of the financxal position of
he corporation.

7. Forwarding of draft separate audit report -

On the completion of financial andlt, the #mdit office shall send to the chief executive oﬁcer a

fraft separate audit report that wil} form part of the audlt cemﬁcate on the accounts. A copy of the same
hall also be sent to the Govemment m case it' cOntams any observatrons on which reply of the Government
necessary. -

#8. Reply to draft separat'e audit repdrt‘ ‘ ‘
The chief executxve officer ot' the corporation (and the Gevernor -, where a copy of the draft

«y parate audit report is sent to it) shall communicate reply to the draf aepwme 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 shail consider the reply received from the vorporation (and the Government if a
feopy is sent to it) before finalsing the audit certificate and the separ:'= sudit report. In case a reply is not
eceived within the specifizd period on any extended period agreed to, the zudit officer may proceed on the
fssumption (1t the corporatic.: (a~d the Government whare a copy of thc raft separate audit report is sent
to it) has no comments, obser~.tion and explanation in the matter.

100“ Forwarding of audi ccrfizate and sep:rate augit report tc “averament
The accountant Cen--i (Audit) shall sent the audit certific: - =2 the separatc audit report which

jwill form part of the aucii ¢ ficate on the accounis o the corporai . (v ihe Secretary to Government of
ithe concerncd department wii' - - opy to the chief exccutive officer of i~ -~ rporation.
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101. Placement of audit certificate and separate audit report before governing body and concerne
legislature

The chief executive officer shall place the audit certificate and the separate audit report before:
governing body and intimate to the Accountant General (Audit) the date on which these are presented

report to the legislature.

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

Comptroller and Auditor General are laid before the respective legislature. No comments shall, howe
be iacluded in the inspection rej:;pig and audit reports except after giving due opportunity to
corporation and the Government to oﬁ‘ér their explanation on the matters proposed to be commented up
The Regulations in Chapters 12 to 15 shall apply to the extent relevant.

outstanding audit observations.

The concerned Government ‘may t{tke_ stepsto ensure constitution of these committees and
effective functioning. S :

104. Corporations where Audit Board or Audit Review Committee is constituted of where primar
auditor is appointed ' '

~ In case of central corporations where Audit Board is constituted by the Comptroller and A
General, Regulations in Section (8) of Chapter 9 shall epply to the extent relevant. In case of ,
corporations where Audit Review Committee is constifuted. 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 @ toy(f)-of Chaptex; .9‘shall apply to the extent relevant.
(e) Audit of State Corpora’ﬁqhs and other bodies
and auihqfiiies entrusted to the C & AG
105. 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:e ';
having a legislative assembly may, where he is of tl}e_ opinion that it is necessary in the public interest
do, request the Comptroller and Auditor General 4toma1”;s‘i‘i‘tl thq* accounts of a corporation established by

made by the legislature of the State erof' ﬂié,U_iu’dn_ Terﬁ_‘tofy, as the case may by, and where such red
has been made, the Comptr_oll'e,r and Auditor General shall audit the accounts of such corporation and
have, for the ptirposes of such audit, right of access to the books and accounts of such corporation.

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 entrusted to the Comptroller and Auditor General by or under any|
made by Parliament may subject to the proﬁso contéiQed in Section 20(3), also be entrusted b
President or the Governor of a State or the Administrator of a Union Territory having a legis |
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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 Govemmeht - . *he President or the Governor or the Adminjstrator, as the case
may be, may subject to proviso coniced 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, entrusted to 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 er;pedlent to do so in the publicinterest
and after giving reasonable opportunity to the concerned body or authonty to' make representation with
regard to the proposal forsuch audit.

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

The conditiogs for undertaking audit of a body or authorityat the request of the President or the
Governor of a State or the Administrator of a Union. Terntory 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 périod.

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

"~ (3) The Comptroller and Audltor General may appoint a primary audltor to conduct audit on
his behalf and in accordance with the dxrectlons or gurdehnes issued by him.

(4) The Comptroller. and Audltor 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 andAuditor General has in connectlon with the audit of a accounts of
.Govemment

oo (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
gwemmg body shall submit a copy: of the report to the concerned Governmgnt along with its
. obwrvatlons ‘The Comptroller and Auditor General, or an officer so authorised in this regard, will
m’lso forward a copy of the report to the concemed Government.

(6) ‘The Comptroller and Audltor General shall have the right to report the results of audit to
Paﬂiament or the State leglslattxre or Union Terntory legislature.

Y)) 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, -

108. Proposal for ehtrilstmen't'of audit frorh'Uhion‘ Government
* The proposal from Union Govemment including Union Territory without legislative assembly to

entrust audit of a body or authonty to the Comptroller and Auditor General shall be sent to the office of the
Comptroller and Auditor General.

109. Proposal for entrustment of audit fro'n‘rState‘or Unioh 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 enti'ustment of audit

_ The letter of entrustment bf’audit'bf a body or authority to the Comptroller and Auditor General
shall be issued in_the name of the Presidéng‘br» 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: = v

111. Audit as per provfsioﬁs :(')fvvlgws- and agreed terms and‘condiﬂbns

The audit under Section 19(3) oT: under:Section 20 of the Act shall be conducted in accordance
with the provisions of relevant 'lawS‘ad terms’ and conditions agreed upon between the Comptrolier and
Auditor Genera land the concerned Goycrn#pént,’_Wherever applicable. Subject to the above, the audit of

such corporations and the bodies orantho,;itl;éé“ shé,ll be conducted in accordance with these Regulations, - |

112. Audit of corporation_s‘ set up by "State and UT législatures and other entrustment audit

. .  CHAPTER9
v ~Auditof Govex:nment Companies
. - *(a) Maiidate |
113 Mandate of the € and AG in regird o audit of Go

vernment companies

| . fb)Gemeral Provisions
114. Application of ICAT standards for public séctor enterprises

- The accounting standads ‘and. stahdard audit ‘practices is
Accountants of India (ICAI) should'be kept i Vit whil chtrying out the audit of Govérnment companies
or deemed Government companies; : o ' ' '

115. Supply of copies of agenda lngs and mipﬁtes. of nieetings of the board and other committees
dit by' the’Comptroller and Auditor General shall send copies

Every company that is subject'toaL d :
of the agenda notes and minutes of the thectings of its'board of director, board level committees and the
audit committee, if formed, to the Acéd’untag{ General (Audit).

116. Intimation of formation and closure of h’c&vg'miném company or a deemed deemmgpt’-'
company by the Government '

The administrative ’mixﬁst{y/deparmcpt' concchréd shall intimate the Comptrolle_rfét;d “Anditor
General in writing about the fornjatibnfdifl.ié ngw jG'évgn'ljr#é‘_g@'gompany or a deemed Go_vmm'gi_tf cémpmy'
and forward a copy of~ cate.- of , 1y ratic within one month of its ’incomﬁiéﬁon;,’.ﬁé
administrative ministry/department conccmje‘gjvs,ltipll also intimate to the Comptroller and Auditor General xf :

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 company 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 aléng 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 a Government
| company or a deemed Government company under the Companies Act, 1956 and other details and
| documents shall be sent by the company within one month of such an cccurence.

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

The Statutory auditor of a Government company or a deemed Government company shall be
ﬁ 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
; financial year through a process of selection as may be prescribed and thereafter, subject to the following
E 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 satisfactbry performance

. The re-apﬁ)jntrnént ofa statutory auditor 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.
tand 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.

v' 21. Termination of appointment before expiry of normal tenure

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

due administrative process, including giving an opportunity to the statutory auditor to make representation
#gainst 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 proje. sio:ul ¢ ties by the statutory
jauditor, the Comptroller and Auditor General may, if considered necessary, cu the recommendation of a
tommittee appointed by him and after giving due opportuﬁity the statutory auditor to represent, debar him
from further appointment as auditor of a Government company or a deemed Government company for such

iperiod as may be considered fit and also refer the case to the Institute of Chartered Accountants of India for
faking disciplinary action against the statutcry auditor,

. Responsibility with reference to annual accounts

While the statutory auditor is résﬁorisible for forming and expressing an opinion on the annual
gccounts of the Government company of the deemed Government company, the responsibility for their
oper preparation is that of the management of the company. The audit of the annual accounts does not
relieve the management of its responsibilities relating to the maintenance of adequate accounting records,
nternal controls and safeguarding the assets of the company. ‘
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(d) Audit by Statiltory 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 statutbry auditor shall audit the accounts of the comy

and to give to such auditor instructions in regard to any matter relating to the performance o

functions as such; and
(2) conduct a supplementary or test audit of the accounts of the company.

125. Preparation of Programme of audit by statutory auditor

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

126. Documenfation by statutory auditor
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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 Compat;ies
Act, 1956 and submit a copy to the Accountant General (Audit).

128. Communication of matters of gov'»x "a'n‘ce to Audit

The statutory auditor, at the tim: of submlsswn of his report under the Companies Act, 1956 shall
also forward to the Accountant General (Audlt) a copy of any communication containing matters of
| governance issued by him to the managemcnt of-the company 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;

2) furnis_h 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 oobservations 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 dr,a:w'x.). in‘hié_qu@it r@port; and

(6) submit to the Comptrqller and ‘Auditor ngeral through the Accountant General (Audit),
a report under the Companies Act, 1956 in compliance with the directions issued to him.
(e)b Supplementary Audit by the C & AG
. 130. Duly adopted and audited accounts to be made available to Audit

3 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 after 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
I 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 ﬁadé available to audit

The compaﬁy shall expeditiously pr'ovide the required books of accounts, vouchers, data,
information and other documents to the officei$ of the Accountant General (Audit) to discharge their duties
. and functions under the Companies Act, 1956.-
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132. Scope of supplementary audit

, 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 |

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 inéy, at his discretion, dispense with supplementary audit of:
the accounts of a company for any particular year.

(D) Test Audit by the C & AG

136. Scope of test audit by the C & AG

In addition to the supplementary audit of a.nnual‘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'con'uptgon. The|

The audit shall be conducted in accordance with the Regulations in the relevant chapters.
(8) 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 fl‘
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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 inciude, as members, senior officers of the indian Audit and Accounts Department as
notified from time to time. One or two technical experts 1 the reiated field appointed by the administrative
ministry in consuitation 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.

139. Role of Audit Board
The Audit Board shall function in an advisory and recommendatory capacity.
140. Meetings of Audit Board

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

41, Diseretion of Audit Board to confine itself to seiection of topics

The Audit Board may at its discretion confine its2If to making recommendations for the seiection
uf topics for performance audit and 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
apply 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
methodology; and ‘

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

143. Requirement 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
shall be no separate exit conference. Subject to the provisions in this Section, Regulations in Chapter 7
shall apply.

(&2} Audit Review Committee for Perforia Audit of State FSEs

| 144, Etablishment of godit review committee for performance audit of State PSEs

The Comaptroiier and Auditor General has established a sysiem for finaiisation of performance
audit reports of selected 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 cach State with the following constitution :

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

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
concerned public sector enterprise. The committee shall discuss the draft report prepared by the office of
the Accountant General (Audit) before the same i finalised and issued to the State Government. In case of
disagreement on any issue raised in the draft report, the management and the Government shall

.communicate their views in writing and the Accountant General (Audit) concerned 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
4

146. Inclusion of results of audit in 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 opportuhnity 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 outstanding for more than two years, each such company 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 and 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, make
provisions with respect to the maintenance of accounts and the auditing of such accounts of panchayati raj
institutions and urban local bodies. The local fund auditor, who is generally an officer of the Statd
Government, is responsible for audit of panchayati raj institutions and urban local bodies. In the states o
Bihar, Jharkhand and West Bengal, the Examiner of Local Fund Accounts, who is an officer of th
Comptroller and Auditor General, is responsible for the audit of accounts of panchayati raj institutions anf
urban local bodies. ‘
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» 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
- Consolidated Fund of India or of any State or Union Tem'tory 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
,oontained in Chapter 8 shall apply. These Regulationsf, to the extent relevant, shall also apply in cases
fyhelle audit of panchayati 1aj 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

kept and the forms in which their budgets may be prepared and presented, have been prescribed by the
jLomptroller 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
v al bodies have been entrusted to the Comptroller and Auditor General under Section 20(1) of the Act in
Jaany States.

The salient features of the collaborative arrangement between the Comptroller and Auditor .
Jeneral and the local fund auditor under technical ‘guidance and support as incorporated in various
', overnment orders of State Goverlnments'arc- as follows

(1)  The local fund auditor will prépar‘evby the end of March every year, an annual audit plan for
audit of panchayati raj inS;it‘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 procedures for audit of panchayati raj institutions. and urban
local todies 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 Accéountant General (Audit) for advice on system improvements
and the Accountant Genefal‘(Aﬂdit) 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 willi furnish 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-bodies. 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 institutions and urban local bodies. The local fund auditor will pursue the
compliance of such paragiaphs‘. in';thé inspection reports of the Accountant General (Audit)
in the same manner as if thgsel‘ka_re'hi‘s‘bwn reports.

(6) Irrespective of the money yal:uc of the objections, ény serious irregularities such as system
deficiencies, serious viqlatio'n,‘ of rules and fraud notice by local fund auditor will be
intimated to the Accountant General (Audit).

1. (7) The local fund auditor shall develop, in consultation with Accountant General (Audit), a
i 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 '{
audit of panchayati raj institutions and urban local bodies conducted by his office during the precedin
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 prcpared 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 pan@hajaﬁ raj inStitutions and urban local bodies are included in the
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
Auditing 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

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

Audit examines the economy, efﬁclency and effecnveness of the IT systems in the unhsatlon

resources to achieve the orgamsanonal goals -
- 160. Audit examination of IT systems at various st;ig_e‘s ‘

Audit may examine the IT. Systems at_various stages such as feasibility study, s
development, 1mplemematxon and mamtenancc Thxs is to ensure that IT assets are safeguarded and .
appropriate controls are in place to ensure (a) mtegnty 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. -

162. Documentation of changes made

The auditable entity is required to document all changes made in its IT systems.

| 163. Requirement of Audit to be incorporatéd in the IT system

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

L 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 aukﬁtable entity or by any other
 agency on behalf of the auditable entity,

 165. Informatiqn on IT systems

Audit may, at periodic intervals, call for information from the audltable entity about various IT
i 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
valuation of evidence.

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

3 Audit evidence refers to the data, information and documents relied upon to arrive at the audit
f: ndings and conclusions. While reporting the results of audit, the Comptroller and Auditor General may
include such audit evidence in support of audit ﬁndmgs and conclusions as con51dered necessary. However,
phe audit evidence retained as working papers and not included explicitly in the final report of audit, viz.
pudit notes, inspection reports, audit 'reports, etc. may be shared with the auditable entity at various stages

8. 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 aocess 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 officer. 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

s¢ obtained by the auditable entity from a third. party.and relied upon by it in performance of its
pnctions. If such third part evidence as relied upon by auditable entity is found to be unsufficient in Audit,
Mditional information may be requisitioned by Audit from the auditable entity with prior approval of the
Bccountant General (Audit). On receipt of such requisition, the same shall be obtained by the auditable
jotity from the third party and provided to Audit.

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

‘ Tho evidence*used by the audit officer shall normally and as far as possible be documentary
Including electronic records. photographs results of any study or survey, etc. The audit officers may rely
? pon evidence from internal sources of the audltable entxty 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 speclal circumstances, the audxtable 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 w111 apply

(a) The engagement letter .appomtmg 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 Govemment department and the audita
entity regarding the assoctatlon of the external agency or expert as soon as the engagement le
is issued and before the’ extemal agcncy_ or expert commences work, including the terms
reference containing ‘the duties, obligations and powers of the agency or expert so associated.

(c) The audit ofﬁcc shall be ’responsiblc for the opinions formed, or the conclustons reacl;
or the recommendations made*ih its report on the basis of the work of the external agency

expert.
(CHAPTER 13
Conduct of Audit
174. Authonty of the C & AG to mspect offices, and to conduct audit

The Comptroller and Auditor Qencral is authorised under the Act to inspect offices and to cofid
audit in the offices that attract his audit jurisdiction in connection with the performancc of duties under
Act. For this purpose, audit teams shall be. depiiied to the offices of the auditable entities from time to ti

* An inspecting 6fficer shall lead each such téam, The team can also visit places where relevant record
the auditable entity are kept. L :
175. Provision of facilites for conduct of audlt

It shall be the duty of the head of the ofﬁce of the auditable entity to prowde appropnatu
reasonable office accoxnmodatxon and other ofﬁce amcmt(es to the audxt team for official use and ag
with facilities avallable in the audltable enttty

176. Supply of list of offices under cach head of department to Audit

, Head of departments shall supply to the audit ofﬁce a list of the offices under them as at the ei
December so as to reach the audit office before the end of J anuary 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 basic records that should be kept ready before the arriv
the audit team. In cases where the audlt mvolves an element of surprise check, no advance intimation

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

179. Requisition for data, information and documénts

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

180. Reasonable time for supply of 'data,‘infoi"ma_ﬁon. and documents

indicated in the requisition. The time allowed will be determined considering the nature and quantum of the
}  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 sha_ll . establish and implement a mechanism to ensure that data,
‘information and documents that are required by’ Audit are made available to it in time, .
182. Confidentiality of information acquired ,dinring’audit -

(1) Information about an auditable entity acquired in the course of the auditor’s Work shall not be

used for purpose outside the scope of audit. However, this does not preciude 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 pﬁvileged or conﬁdential information prohibited from general disclosure by law is

. -that the audit notes, the inspection reports. or the audit reports do not become a means of compromising

- such privilege or confidéntiality of the information,
183. Meeting with officer in chlalrgebo_f tl:g,e';glll,‘q;'_tablq entity 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 obquvtiy_lo{s‘._and_gx;it,eria,k general state of internal controls and areas of

Tia

focus, concern or high risk idéziﬁﬁéd by Audit_ niay be discussed.

184, Nomination ofva‘n officer for lisison ,‘wi'_.ifh'Audit ‘

The officer in cha'rgqmay, nominate a sufficiently senior officer of his office for liaison with

- Audit. The officér in'charge will, ho@ev‘e;:iédntinue to be responsible for ensuring adherence to these
. Regulations in so far as they relate to facil'itﬁtion of audit.

- 185, Compliance with requests of Audit'fo_l;_ljgcords and ihformation

The officer in charge shall comply with requests for information and records in as complete a

. form as possible and within the specified time.
. 186, Failure to provide data, information:m‘ 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 of_ﬁce‘abou't the action taken within three months of such report (s).
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"~ with a view to resolve the same. The officer in charge shall also offer his observations on the audit

187. Issue of audit memos

All audit memos, other than those requiring supply 6f documents and recosds, 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 irispecting 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 in-¢harge shall discuss the draft 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

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 recomni'endiations for remédying‘ 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 offire or accounts office

The audit may also the conducted: with' ’r‘eference tov:data, 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" - s

‘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 riossible 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
inspection reports and the progress of their settlement.
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197. Réply 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 to furnish the final replies to some of the
observation in the audit Rote or inspection report within the aforesaid time limit, the first reply shall not be
delayed on that account and an interim reply may be given indicating the likely date by which the final
reply shall be furnished, ' =

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

In tl}é 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 authority. i

199. Important audit observation to be sent %0, head of department for follow up_;'

- 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 commuuees and tneir constitution

(1) Government may establish ‘audit committees for the purpose of monitoring and ensuring
compliance and settlement of pbndii)g audit observation. Each committee to establish shall comprise of 2
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 GéVémihént establishment located in the States, the Ministry may
nominate a State level audit comiitee in consultanon 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 statemen
regarding pending audit observations relating to his department. Such statement shall inter alia include th

following *

(a) Number and gist of audit paras included in the Audit Report (s) of the Comptroller 3
Auditor General for the previous year : '

(b) Number and gist of major irregularities intimated by Accountant General (Audit) duris
the previous year : ‘ -
(c) Action taken by the Departmerit on (a')‘.and (b) above : and
(d) Number of audit paras' ‘ihcluded in the inspected reports issued during the previous
and gist of paras with substantial money value :
CHAPTER 15
Audit Reports
205. Form, content and time of submission of audit reports to be decided by the C & AG

The form, content and time of submission 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 i
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 dat
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 Secrctary at mutual convenience within the aforesaid perio (
discussion may not be necessary in the case of a draﬁ performance audit report that has been seps

discussed with the Secretary at an exit conference in terms of these Regulations.
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(2) The Accountant General (Audit) shail sim;'x'l‘tanqoﬁsly send onewop& of tﬁé draft paragraph to
the Secretary to the Government, Ministry of Finance or Finance Department, by name.

(3) The draft paragraph shall be ax_motatpq vglth k‘refetence to the suppotihg audit evidence. The
Accountant General (Audit) shall provide copies of any relevant documents and evidence in his possession
that may be required by the Government department. '

208. Replyto draft paragraph by Gov~i ~ment

(1) The Secretary to Governme.it of the concernéd department shall (a) ‘confirm or cause to be
confirmed, the receapt of the draft pafag't‘apﬁ"to the Accountant General (Audit) as soon as it is received,
‘and (b) communicate the -conments, “obsérvations -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 Secreiary.
A
(2) The reply of the Secretary to Government shall state: _
(@ whether the deparment accepts the facts and figures mentioned in the draft paragraph if
not, the reasons, supported by the relevant documents and evidence duly authenticated:
(b) comments, obs«_:rvgtions and expianation of the Government on matters, included in the
draft paragraph; ' |
(c) Government’s response "to sugg;:stions and réconnnendz_ntions made—in the draft
paragraph: - '
(d) remedial action taken ot proposed to be taken: and
(¢) any other observations qrremlrks of the V_depamhent.
(3) Consistem with the schiedule;of.preparation. finalisation and presmation of the audit report in
the legislature. the Accountant GencralCAudlt)mayoonsnder a reqest made by the concerned Secretary to
Government for extension of time for:sending the reply: to the draft paragraph. Every 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 Gvém;rdl‘-(Audit) wrllproceed on the assumption that the Government has no
comments, observation and explanation in the matter in case a final reply is not received within the
specified period or thg extcndedpenodagreed to The Qovcmment shall hear resgonsibility for the
accuracy of the facts figures and the related anidit 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 l;epbrt

, In casg of a State Government or ;a'Uhign Tcrritorvaqvernmcnt,_after the draft paragraph has
been finalised for inclusion in the audit repot, “the- Account General (Audit) shall send copies of the

" finalised paragraph by name to tke. §ggr¢m,,to,,,dovemment of the concerned department and the
Secretary, Finance Department. lncasegfthe 'Union Government, a copy of the finalised paragraph will be
sent to the Secretary to the Mnmstry concerned. . A »
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210. Forwarding copies of audit report for laying before legislature

(1) An officer authorised 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 simultancously be sent to the Secetary to the
President or the Governor or the Administrater.

211. Forwarding copies of audit report to Secetary to 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 ‘concerned department shall cause preparation of self- |
explanatory action taken note(s) on the' audit paragraph(s) relatmg to his department, that are included in
the audit report, for submission to 'the pubhc Accounts Commmee/Comnuttcc on Public Undertakings. In
each case, the self-explanatory actxon taken rioté shall cairythe 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; whether 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 th
_audit paragraph; "

(6) the action taken or proposed to be taken on the suggestions and recommendations madg
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 taken orpmposed to be taken to avoid occurrence of similar cases in
future, to streamline the systems and to remove system deficiencies, if any; and '

(9) such otheér information ss may have been prescribed by the public accounts
Committee/Committee on public Undertalnngs

213.Vetting of action taken notee and’ mpﬂuec on the recommendations of PAC/COPU by
Accountant General (Audit)

In the Union , the States and the Union Terntones 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 Govemnment on the recommendations of the Public Accounts
Committee/Committee on public Undertakinés',.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 lmlced 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 (Audn) shall return the self-explantory action taken note to the
Secretary dully vetted as soon as posstble but . not later than one month. Subject to any
requirements that may have been prescnbed by the Public Accounts Committee/Committee on
Public Undertakings, the vetting' ‘comments of the, Accountant General (Audit) may include
suggestions for further course of action;’ - -

(3) The Secretary shall send,thei requmte number of copies of the vetted note, as prescribed
by the Public Accounts Commmee/Commmee on Public Undertakings, to the secretary of the
Public ‘Accounts Commxttee/Commnttee on’ Publlc Undertakings in accordance with the time
schedule prescribed by the letter 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 recommendatrons of the Public Accounts Committee/Committee on
Public Undertakmgs 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 Comrmtwe/COmmxttee on Public Undertalnngs may prescribe.

(5) The Government’s response on’ the recommendations of the Public Accounts
Committee/Committee | on Pubhc Undcrtalqngs shall be sent to the Accountant General (Audit)
for wvetting before its 5ubmxssxon to the respcctrve Committee with the relevant files and
documents properly referenced and lmked The vettmg comments of the Accountant general
(Audit) shall be duly reﬂected m t.he response that may be sent to the Public Accounts
Commmee/Commmce on Pubhc Undertakmgs .

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 deﬁmng inter alra the roles and respons:brlmes 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 (iii) 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 Govéminent and tothe Chief Secretary in the case of a State Government
and to the Administrator in case of a Union Territory having a legislative assembly. Case of delay may also
be appropriately commented in the audit report. ‘

CHAPTER 16 A
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

(Dunder 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 thie 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
incuding 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 legxslatxve assembly, as the case may be.

(3) Under Section 12 of the Act, Ehe Comptroller and Auditor General shall in so far as the
accounts, for the compilation or keeping of which 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 Uni
Territory having a legislative assembly, as they may from time to time require.

. (4) Section 23 of the Act :Aqthoriées the Comptroller and Auditor General to lay down gen
principles of Government accounting. '

219. General principles of Government accounting:
(1) For the purpose of Sec't'ion._23 of the Act, the Government 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 Accountmg Rules for Treasuries and the Account Code. Volume III
issued by or with the approval of the Comptroller and Auditor Géneral. 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 departtents are laid down in the respective accounts manuals or
departmental regulations relating to the department concerned.

(2) The format of accounts in respect of autonomous bodies and authorities other than
Government establishments and companies is prescribed by the concerned Government in consultation
with the Comptroller and Auditor General. In case of autonomous bodies and authorities of Umon
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
Governments 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 beeni accepted by the ‘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 Adwvisory Board set up in the office of the Comptroller and
Auditor General with the support of the Government of India is responsible for making recommendations
regarding accounting standards to be observed in Govemment' departments and organizations. The Board is
chaired by the Deputy Comptroller and Audrtor General and has various stakeholders including the
Controller General of Accounts, the Controller General of Defence Account, the Financial Commissioner
(Railways) as members

(2) The Govemment Accoummg Standards Advrsory Board is entrusted with the responsibility of
forrnulatmg and proposmg 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 implementation 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 Comptroller 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 nnd-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 enforce systems including internal controls to ensure that the
department of the State Government provide the required information within the time schodule 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 General (Accounts and
Entitlement) by other officers

Any authority exercised b+ the Accountant General (Audit) or Accountant General (Accounts and

Enmtitlement) 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. Reguiations 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 ovisions 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 Regulation.

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)
[ADVT-IIVIV/187K/2007-Exty]

Qorergoric~a; Ko 41 We Rre-2000-267)—2000 BT (F7GeR / 3ThRre) |




