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

hereby makes the following Reguiations, namely :~
o CHAPTER l

: ' : , Preh_;ninary

1. Short title, apphcatlon and commencement
(1) These Regulatlons may be called the "Regulations on Audit and Accounts, 2007".
(2) These Regulations shall apply to the officers and staff of the Indian Audit and Accounts ]
Department and all ministries and departments of the Union Government, State Governments and Union 4
Territory Governments as well as bodies, authorities and enterprisgs; to which the audit or accounts {

/jurisdictions of the Comptroller and Auditor General of India exterid.

.38 o/ (3) These Regulations shall come into force thh effect from thé date of their publication in the}
icial gazette. ;

2, Definitions e
In these Regulations, unless the context otherwise requires,
(1) Accountant General (Arccounts‘and Entitlement) means the head of the department of an]
accounts office of the Comptroller and Auditor Gencral of India by Whatever designation called; ]

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

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

.

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

d Auditor General of India by a‘gen'erral or special order for accounts or entitlement or related work;
(5) Audit means examination of accounts, transactions and records in performance of duties a4
exercise of powers of the Comptroller and Auditor General as prescribed in the Constitution of India 1,
the Act and includes performance audit or any other type of audit determined by the Comptroller ag
Auditor General of India. When used as a noun, it refers to Audit Ijepanment as a whole or any p§

thereof as per contexf;
(6) Audit Board means the Audit Board constituted by the Comptroller and Auditor Geneml'

India for performance audits of Central Public Sector Undertakings;
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. (7) Audit department or Audit institution means the offices of the Indian Audit and Accynms
partment under the Comptroller and. Auditor General of India responsible for audit undér the
onstitution of India and the Act; v
(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;
(9) Audit mandate means the authority of the Comptroller and Auditor General of India for
dit under the Constitution of India and.the Act and includes audit entrusted by the Government under

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

(11) Audit note means a note 1ssued by an audxt ofﬂce containing the results of audit conducted
rith 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
dit; : ’ : o .
~ (13) Audit Officer or auditor means an officer, by whatever designation called, authorised by
he Comptroller and Auditor General of India by a general or a épecial order to conduct audit;
(14) Audit report of the Comptroller and Auditor General means a report of the Comptroller
pd Auditor General of India under Article 151 of the Constitution of India or under Section 19A of the
t or under Section 49 of the Union Territories Act, 1963}
(15) Audit Review Committee means the committee constituted by an Accountant General

udit) for finalisaion of performance auditsof State Public Sector Enterprises;

(16) Auditing Standards means the audmng standards issued by the Comptroller and Auditor
al of India unless the context otherWrse requlres
j (17) Comptroller and ‘Auditor General or the C & AG means the Comptroller and Auditor
Beneral of India appointed under Article 148 of the Constitution of India;
. (18) Entitlement for the purposc of these Regulanons means functions relatmg to pay, provident
and or pension and related work which the Comptroller and Auditor General is to perform under Article

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

bf the Unidn Temtory as the context may rcqmre
(20) Government company means a _Government company as defined under Section 617 of the

Fompanies Act, 1956 (Act No. 1 of 1956); -
' (21) Deemed Govern_m'ent'Corln;igny for the purpose .of these Regulations means a company

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

(22) Guidelines are the guidelines issued by the Comptroller and Auditor General for carrying
but the mandate. These are generally on profesSional matters especially on emerging and important areas
bf audit or accounts. The guidelines are to be consistent with these Regulations and are to be followed by
he audit officers and the accounts ofﬁcers '

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

(24) Inspection report means a report issued by an audit office conataining the resuits of an
pudit; ‘ '

(25) Local fund auditor means an auditor, by whatever designation called, generally appointed “
by a State Government for audit of accounts of panchayati raj institutions and/or urban local bodies;
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(26) Major irregularity means (a) an instance of suspected material fraud or corruption comin;
to the noti\ce\ 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 Audnor General means the authority vested in him i
regard to accounts and audit under the Constitution of India and the Act;

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

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

(}0) 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 ..ccornts of a Government company or a deemed Government company; and
~ (32) The Act means the Comptroller and Auditor General’s (Duties Powers and Conditions of
semce) 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.
CHAPTER 2
" General
3. Role of the C & AG in regard to audit '
The Comptroller and Auditor General is the sole éuthority prescribed in the Constitution entrus
with the responsibility of audit of accounts of the Union'and of the States. It is the duty of the Comptroll
and Auditor General to audit receipt and expendxture of the Union and each state and the Union Terri

Governments, The audit reports of the Compt:oller andaAudxtor General are placed before parliament
the Legislature of the State or the Union Territory, as the case may be.

The duties of the Comptroller and Auditor General also extend of audit of Government comp
and corporations and bodies and’ authonues in dccordance ‘with the laws made by the legislature and ru
made thereunder. -

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

effectiveness of financial management and publlc admlmstraﬁon mdmly through assessment as to:
(1)whether the financial statements are properly ‘preapred are complete in all respects
are presented with adcquate dlslosures (financial audit);

(2)whether the prov1s1ons of the Constitution, the applicable laws, rules and regulati
made thereunder and various orders and instructions 1ssued by competcnt authority are i
complied with (compliance audit); and
(3)the extent, to which an activity, programme or organisation operates economi
efficiently and effectively (performance audit).
s, Al andits to be as per Mandate, Regulations ete.

All audits undertaken by the Comptroller and Auditor General, or on his behalf, shall be as per’
Constitation of India and the Act. These Regulamns, standmg orders, guidelines and practice notes i
by the Compireiier and Auditor General shal!_ guxde,thg cop_duct of such audits.
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ithority of the C &AG in regard to audit
Under Section 18 read with Section 2(¢) of the Act, the Comptroller and Auditor General has the
ority: '

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

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

(c) to put such questions or make such observations as he may consider necessary, to the
person in charge of the office and to call for such information as he may require for the
preparation of any account or report, which it is his duty to prepare.

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

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

AdVIce by Audit on certain issues
: Audit should be ready to advxse the executlve in such matters as accounting standards and policies
pd the form of financial statements. '
:No power of direction with the execlﬁtive in relation to Audit
, It is important for the indépéhdénce of t}:e Cox’rxbtroller and Auditor General that there is no power
ff direction by the executive in relation to the performance of the audit mandate. the Comptroller and
Juditor General is not obliged to carryout, modxfy or refrain from carrying out an audit or suppress or
‘ ify audit findings, conclusions and recommendations in the light of any directions by the executive.
i s, however, does not preclude requests to the Comptroller and Auditor General by the executive
posing matters for audit. Decision in this regard shall rest ﬁnally with the Comptroller and Auditor
__ eral. ' :
0. Utilising specialised skills from 'extern.al sources
The Comptroller and Auditor Gcneral may, 'in special circumstances and if so required, utilise
ialised skills from external sources m carrymg out an audit or accounts task.
1. General or common Regulatlons to apply in all cases
General or common Regulanons shall apply in all cases subject to specific provisions made in
icular chapters in thiese Regulations.
| ' CHAPTER 3
Scope and Extent of Audit
'12. Authority for determmation of scope and extent of audit
Under Section 23 of the Act, the scope and extent of audit shall be determined by the Comptroller
and Auditor General.
3. Scope of audit
(1) Within the audit mandate, the Comptroller and Auditor General is the sole authority to decide
the scope and extent of audit to be conducted by him or on his behalf. Such authority is not limited by any
considerations other than ensuring that the objectives of audit are achieved.
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(2) In the exercise of the mandate, the Comptroller and Auditor General undertakes audits whic]

are broadly categorised as. financial audit, compliance audit and performance audit, as e]ucndaled q
Chapters 5, 6 and 7 respectively.

4
(3) The scope of-audit includes the assessment of internal controls in the auditable entities. Suci
an assessment may be undertaken either as an integral component of an audit or as a distinct audi
assignment. i
(4) The Comptroller and Auditor General may, in addition, decide to undertake uny other audit of
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, when circumstances ¢
warrant, dispense with any part of detailed audit of any accounts or class of transactions and apply sucl
limited check in relation to such accounts or transactions as he may determine. ‘
16. Conduct of audit

Audit will be conducted (a) with reference to such accounts, vouchers and records as may b
received in the audit office and/or in the accounts office and may include on line data, information a Y
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 consideratiog
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 Sebretary to Government of the concerned department,

(b) shall state the justification and reasons that necessitate a special audit, including th
results of any preliminary i inquiry, mvestlgatlon or study that may have already baeen conducted
and

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

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

18. Reporting the resuits of specml audit

(1) The Accountant General {Audit) shall report the results of the special audit to the Secretary f
Government of the concerned department and in case of a State or a Union Territory with legislativ
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 an§
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 g
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 i
evaluated.

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

these standards is expected to ensure that a hlgh quality of audit is performed for achieving the audi
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:* 1~ . 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)l General standards
(c) Field standards
(d) Reporting standards
f (a) Basic Postulates
. 23. Definition
C 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 auditirig standards shall inter alia‘include the following:

(1) The auditing standards shall be complled with by the auditors in all matters that are
deemed material.

(2) The auditors shall apply their o“q»judgement to the diverse situations that arise in the
course of audit. .

(3) There shall be an effectwe 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.

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

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

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

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

(b) General Standards

25, Definition
3 The general standards desribe the quahﬁcatwns of the auditor and the apdit institution, the
‘ compllance 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 judgenient: The auditors should use professional judgement in all aspects
of carrying out their professional responsibilities. Professional judgement represents the
application of the collective knowledge, skills and experience of all personnel involved with an
assignment as well as the professional judgement of the individual auditors. In addition to
personnel directly involved in the audit, professional judgement may involve collaboration with
other stakeholders, outside experts and the management in the audit institution.

(c) Quality control: The audit institution should establish a system of quality control that is
designed to provide reasonable assurance that the institution and its personnel comply with
standards. The system of quality control encompasses the audit institution’s emphasis on
performing high quality work, and theé 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 alia include:

(1) Planning: The auditor should plan-audit in a manner which ensures that an audit of high
quality is carried out in an eqonomic, 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 contrel: The auditor, in determining the
extent and scope of audit, should examirne and-evaluate the reliability of internal control. Auditors
should obtain a sufficient understanding-of intérnal control to plan the audit and determine the
nature, timing and extent of checks to.be performed.
(4) Compliance with applicable laws, rules and regulations: The auditor shall verify
compliance with applicable laws, rules and regulations and highlight deviations, if any.
(5) Audit evidence: Competent, relevant and reasonable evidence should be obtained to
support the auditor's judgement as well as conclusions regarding the organization, programine,
activity or function under audit.
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)efinition
rﬁng the results of audit.

Application

ificates on financial tatement or statements of expenditure
Framework of reporting standards '

The reporting standards shall mter- alia mcludeihe followmg

'(1) Reporting standards shall be meant to- assrst, and not to supersede prudent Judgement of
the auditor in framing and reporting audit findings, conclusrons and recommendatlons

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

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

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

(5) Auditors should report on srgmﬁcant 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, based on evidence obtamed that fraud or corruption has either
occured or is suspected o have occured they should report relevant information. Such
information that is clearly mconsequentxal 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 remedlal 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 ~*rwumstances.

(7) Auditors should report'deﬁciencies, in internal contro! tht tHe v consider signifieant.

(8) Compliance audits, besides reporting on individual cases of non-comphance and abuse,
also require reporting on weaknesses that exist in systems of financial 'manageseit art inrernat
control. The auditor should also report the resuits of examindtion of rules, regulations, orders and
instructions and their consnstency as well as sxgmﬁcant irregularities and instances of fraud and
corruption. _
(9) In the report on the fmanclal statements, the auditor should inter alia cither (a) describe
the scope of the auditor's testing of comphance 'with laws, rules and regulations and internal
control in preparation of financial statements a|nd present the results of those tests or (b) refer to
the separate reports con;ainihg that informatioh. In presenting the results of those tests, the
auditor should report fraud, .corruption, illegal actys, other material non-compliance, and
significant deficiencies in internal 'cd'ntrol over financial reporting. -
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(10) The performance audit report should state clearly the objectives and scope of the audit.
Reports may give independent information, advice ro assurance as to whether and to what extent
economy, efficiency and effectiveness are being or have been achieved. Performance audit repo
should not concentrate solely on adverse assessment of the past but should be constructivi

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

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

independence and focus on whether 1dent1ﬁed weaknesses are corrected rather than on wheth
specific recommendations are adopted.

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

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

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

CHAPTER-5

Financial Audit
33. Audit of annual accounts of the Government

Under the Constitution of India and the Act, it is the duty of the Comptroller and Auditor General
to audit and report on the accounts of the Union Government and of the Governments of each State and
Union Territory having a legislative assembly. These reports are submitted to the President or the
Govemor 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

:
i

The Comptroller and Auditor General examines and certifies the Finance Accounts and the
Approp‘natlon Accounts of the Union and"of each State and the Union Territory having a legislative
assembly, irrespective of the agency that is _respon‘s,lble for the;r compilation.
35. Finance Accounts of the Governm_ent

The Finance Accounts of the Government show .the receipts and disbursements of the
Government for the financial year, togcther 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. Appropnatlon Accounts of the Government

The Appropriation Accounts of the Government show the expendxture of the Govemmentf’r
' compared" with the amouhts authorised by the legislature with explanations for significant variations!
between the two by way of savmg or excess beyond the,presr‘nbedlmuts of such variations.

735, Cheeks in thTanclal audit S T Se

LA

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

properly prepared, are: comp[ete in alI respects and are presented with adequate disclosures, Financial audit’
thus venﬁes

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

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

(4) timeliness of the books of accounts and the financial statements;
(5) adequacy of disclosures including appropriate and necessary explanations for any entry
or amount that is prima facia unusu_al; and :

(6) in the case of Appropr:'atioh Accounts, in addition to the above, (a) the amount of actual
expenditure for its legal avai' .. -~ 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.

3 38. Requirement for sending copies of orders of re-appropriation and surrender of funds

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

39. Orders of re-appropriatlon and surrender of funds to state reasons explicitly
The orders of re- -appropriation shall comprehensxvely and explicitly state the reasons for the
transfer of funds between dxfferent 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 fumnsh 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 informatlon to the audit officer

Wlthout pre_]udlce to the generahty of other provnsnons in this regard in these Regulatlons
»Govemment departments and the agency responsnble for the compilation of accounts and financial
statements shall inter alia supply the followmg to the audlt officer:

(1) the reasons for any s1gmﬁcant vanatlons between the amounts of expenditure and the
amounts of receipts of the of accounts and the correspondmg amounts for the preceding year;

_ (2) the statement of pcnodlc book adjustments together with the copies of the general or
special orders authonsmg_ such. qdjpsmwnts

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

(4) the explanation for any. items. that!, are prima facie unusual including adverse and
insufficient balances; g

(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 analy81s of variations, if any, between the amounts as per the
detailed accounts kept in the form of ledgers and the correspondmg agregate amourits as per the
books of accounts and financial statments; -
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(9) the statment of outstandmg guarantees mcludmg the amounts (ongmal amounts as well
as the amounts outstandmg at the end of the year)

(10) the conﬁrmatxon of the amounts of guarantees (original amounts as well as the amounts
outstanding at the end of the year) from the pames on whose behalf the gumg&es were issued;

(11) the details of guarantees mvoked during the year;
(12) the amount of guarantee fee recexved and the amount in arrears;

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

(14) year-wise analysts of the amounts outstandmg under ‘Remxttaﬁée and ‘Suspense’
heads of accounts. ’

42, Action plan for certificahon of ﬂnancial statements o

The audit oﬂice and the agencxes responsnble for preparatton and compllatwn of accounts shall
prepare an annual action plan for the timely completxon of certification of financial stafements and monitor
its implementation.

CHAPTER 6
Compliance Audit
(a) Broad Principles
43. Examination of trnnsactions in compliance audit .

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

(1) the provxsxons 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 Constitution of India and the laws or by virtue of the powers
formally delegated to its by a superior authonty

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

Compliance audit also includes an: exammauon of the rules, regulanons orders and ingtructions
for their'legality, adequacy, t:ansparenc)(, proppety and prudence and effectiveness, that is whether these
(1) intra vires the prowswns of the Constltutxon of India and the laws (legahty)

(2) sufficiently comprehcnswe and ensure effective control over Government ' receipts,
expenditure, assets and liabilities with sufficient safeguars against loss due to waste misuse,
mismanagement, errors, frauds and other irregularities (adequacy);

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

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

Compliance audit also examines whether the rules, regulatlons orders _and - instructions are
consistent. T S
46. Endorsement of copies of rules, regulations and orders by Government departments

Government departments shall invariably endorse or otherwise send to the audit office (s) and the
accounts office (s) copies of all rules, regulations and general orders regulating of revenues, incurring of
expenditore and liabilities and management of assets and liabilities, as soon as these are issued.
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* 47. Reference of revision of rules or codes to Audit for serutiny before issue

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

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

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

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

Audit of expenditure incurred from the Consolidated Fund examines and verifies whether
1adequate, proper and sound systems and procedures are in place and are being complied with, both in letter
end spirit, for spending public money, Audit inter alia checks the expenditure for:

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

(2) Authorisation by the authority that ijs.cqmpetent 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
of the treasury, pay and accounts oﬁ_'ice bank, etc;
~ (6) Accounting in the books of the Govemmeht; and
(7) Monitoring, control ahd reporting as prescribed in the Government rules.

The above carries an embedded, but essential, requirement of the examination of expenditure for
mpliance with the broad and general principles of ﬁnancia"l 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 mbney and resources despite compliance with the rules, regulations and
p. Endorsement of copies of sanction orders and contract agreements to Audit

Copies of all orders sanctioning expénditure issued by Government departments shall be endorsed
jotherwise sent to the audit office as soon as these are issued. The orders shall cite reference to the
ority by way of rules, regulations, etc. in‘terms of which the expenditure is sanctioned, Heads of
' ents shall also to the audit office quarterly statements on the 15th day of each of the months of
by, October, January and April, “of all sanctions issued in respect of their départment during the preceding
arter. A nil statement shall be sent in case no such order was issued during the preceding quarter.
The Comptroller and Auditor General may, by a general of special order, exempt any department
aparticular class or classes oforders from the regirement 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 1nto in the preceding quarter need to be sent to audit
ice as per time schedule given above.
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51. Audit of transactions of Public Account‘ and Contingenéy Fund

The basic principles of audit of ‘e’xpehditln'e 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 exagline the tranisactions for their legality, competence and propriety and:

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

3

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

§2. Endorsement of copies of sanctions of 'advance from Contingeney Fund

The Ministry of Finance or Fmance - 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 %o satisfy himself that the rules and procedures are desxgned to
secure an effective check on the assessment, collcctlon and proper allocation of revenue and are being duly
observed. :

54, Examination of systems and proeedures and their efficacy

Audit of receipts includes an.examingiion 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 o safcguard the interests of the Governmeént on the ordcrs passcd by
departmental appellate authorities;

(6) any scheme as may be lntrodiiced by the Government from time to time;
(7) any measures introduced to strengthen or improve revenue administration;

8 amoun® 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 Auditer Gehefél.
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. ~.
§5. Integrity of data, information and documents forming basis of policy

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

56, Access to assessment files and records and ébm';')uterised database

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

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

' 57. Follow up action on systemic 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.
- 58. Intimation of follow up action taken by the department ,'

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

(@) Audit of Aqsets arid Liabilities
res and Stock
§9. 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
audit and report on the accounts of the stor,es',‘_and the stock kept in any office or department of the Union or

of a State or of a Union Territory having a legislative assembly.

$0. Manner.of keeping accounts of stores and stock

, The accounts of stores and stock shall be kept in the manner preseribed by the Union Government

- in consultation with the C{Jomptroller_and Auditor General. '

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

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

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

(3) authorisation of procurement of stéres;

(4) procurement of stores in a cost-effective manner in accordance with the prescribed systems

(5) receipt, inspection, custody,,lssue and accounting of stores including appropriate segregation
* of duties of personnel and reconciliation of store accounts with books of accounts;

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

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

. etmd
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62. Right of Audit to investigate stores balances

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

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

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

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

funds.

64. Broad principles of audit to apply
Broad principles of audit shall apply-to audit of assets and li:abilities

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

Audit of assets and liabilities shall further be governcd by any general or spemal orders issued by
the Comptroller and Auditor General

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

Audit of grants-in-aid and loans is primarily an extension of audit of éxpenditure and the broad.
principles of audit of expenditure ¢shall apply. Addition}ﬂly‘," it éxamines whether the amount of
Government assistance is utilised for the intended purpose.

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

Audit of Govemmcnt assistarice in form of grants-in-aid or, loans shall be conducted to venfy
whether systems and procedures are in pla_ce and are being complied with for :

(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 practices;

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

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

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

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

(7) refund to Government of any unutilsed amo'\_mt;‘ 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-Ecoﬁomy 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 is such that output is maximised for any
given set of resource inputs, or input is minimised for any given quantity and quality of output.

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

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

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

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

_ In reviewing performance against the outputs and outcomes, Audit may critically review the
'~ measurable objectives and performance indicators for their reasonableness and soundness. Audit may also
- set criteria for reviewing programme performance based on best practices.
' 72. Interaction with auditable entity dqf_in’é pe_rfdrniance audit

Performance audit envisages a hiéh ‘degrée of interaction with the auditable entities, right from the
selection of subject(s) for review to all subéquéi)t stages like definition of audit objectives and criteria,
preparation of detailed audit programrhé, deve']opmem 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 performan_ce audit, the Accountant General (Audit) shall
hold an entry conference with the Secretary to Government of the concemed 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 partiés, 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 responsib‘l'c 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 concemned 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 fumish reply to the draft
performance audit report within the specified time and the Accountant General (Audit) shall take into
account such reply before ﬁnalising the material for audit 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 sural 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 bg,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 Comptroller and Auditor General to audit the receipts
and expenditure of a body or authority if (a) the amount of Government grant or loan paid to it in a
financial year is not less than rupees twenty-five lakh and also (b) the amount of such grant or loan is not
less than seventy-five per cent of its total expenditure during the year. Audit under this Section is subject to
the provisions of any low applicable to the body or authority.

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

83. Sanctions of grants and loans and forwarding of cdpies

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

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

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

(3) ensure that the assisted bddy 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 Govei'mhen‘t(s) and the Union Territory Government(s) shall be
aggregated; and '

(3) the amounts of grant(s) and loan(s) paid during a year shall include any amounts
remaining unspent out of grant(s) and loan(s) paid- to the body or authority during preceding
year(s) but not refunded to the Government.

86. Audit of receipts and expenditure‘ and review of internal controls and financial records
Audit of the receipts and expenditure of a substantially financed body or authority shall be
' conducted in accordance with the Regulations prescribed in Chapters 6 and 7 to the extent relevant. The
Comptroller and Auditor General may also conduct a critical review of its system of intemnal 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

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

(2) The President or the Governor of a State or the Administrator of a Union Territory having a
legislative Assembly, as the case may be, if he is of the opinion that it is necessary to do so in public
interest and after consultation with the Comptroller and Auditor General, may relieve the Comptroller and

Axditor General from making any such scrutiny in respect of any body or authority receiving such grant or ;
loan.

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

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

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

The audit office shall communicate the results of scrutiny of the procedures conducted in terms of
Section 15 of the Act to the department(s) of to Governmenit(s) that paid the grants(s) ‘and/or loan(s) to the '
body or authority. Important points that need to. be brought to the notice of the legislature may also be
included in the audit report of the Comptroller and Auditor General submitted to the President or the
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.

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

91. Audit of Corporations under Seétipn 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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!N. Applicable standards and ‘v'eriﬁeation"fs' required in audit of accounts

Where the Comptroller and Auditor General is the sole auditor of a corporation, the financial audit
is conducted in accordance with the auditing standards issued by the Comptroller and Auditor General.
Audit shall verify whether systems and procedures are in place and implemented to ensure that the

accounts :
(1) Comply with the reqmrements of -the: apphcable law(s), rules and administrative
mstruct:ons
(2) comply with the accounting 'étandards prescrited by the Institute of Chartered
Accountant of India; - '

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

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

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

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

(a) test check of transacnons entered into by the corporation with a view to examining their
legality, competence and propriety and report on cases of mfractnon waste, m:smanagement
frauds and other irregularities; and ' .

(b) performance audlt Wlth a yiew to ascertaining the extent to wh1ch the corporation
operates economically efﬁclently and effcctlvely for the achievement of the stated objectives.

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

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

‘, . Audit certificate as warranted by clrcumstances

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

fl. Forwarding of draft separate audit report -

On the completion of financial audlt, ihe #ndit, office shall send to the chlef executive o@cer a

fraft separate audit report that wil} form part of the audlt cemﬁcate on the accounts. A copy of the same

jhall also be sent to the Govemment 1n case {t' coutams any observanons on which reply of the Government
necessary. :

#8. Reply to draft separat'e audit report‘ ‘ ‘
The chief execunve officer of the coxporatlon (and the Gevern s -, where a copy of the draft

eparate audit report is sent to it) shall communicate reply to the dvoft .epurwie audit report within two
wecks from the date of its issued or such other period as prescribed.

), Finalisation of audit certificate and separate audit report

The audit office shail consider the reply received from the < p(‘ranon (and the Government if a
copy is sent to it) before {ina!lsing the audit certificate and the separ-*~ nudit report. In case a reply is not
eceived within the specifizd period on any extended period agreed te, the zuldit officer may proceed on the
fassumption i}:at the corporatic. (and the Government whiere a copy of thic <Irift separate audit report is sent
Jto it) has no comments, obser:tion and explanation in the matter.

108. Forwarding of audit cc+ifizate and sep: rate zudit report tc “iaverament
' The accountant Cen i (Audit) shall sent the audit certifics - 1. the separate audit report which

il form part of the aucin ¢~ ficate on the accoutis of the corporas: &, v the Secretary to Government of
the concerncd department wii* = < opy to the chief exceutive officer of i.2 -~ 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
the governing body. The Government shall cause every audit certificate and separate audit report to be k
before appropriate legislature(s) in accordance with Section 19A of the Act. The Secretary shall intimate

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

3

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

The results of other audits including compliance and performance audits of a Gove
corporation are reported through audit notes, mspectxon reports and audit reports. Audit reports of
Comptroller and Auditor General age laid before the respective legislature. No comments shall, howe
be iacluded in the inspection repprg and audit reports except after giving due opportunity to
corporation and the Government to offér their explanation on the matters proposed to be commented uj
The Regulations in Chapters 12 to 15 shall apply to the extent relevant.

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

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

consisting of sufficiently senior oﬁiccré- of the corporation for speedy settiement and clearance
outstanding audit observations.

The concemed Govemment may take steps to ensure constitution of these committees and
effective functioning. '

104. Corporations where Audnt Board or Audit Review Committee is constituted of where pri
auditor is appomted

" In case of central corporations where Audit Board is constituted by the Comptroller and A
General, Regulations in Section (g) of Chapte; 9 shall epply to the extent relevant. In case of §I
corporations where Audit Review Comnuttee is consmuted Regulations in Section (h) of Chapter 9
apply to the extent relevant. Further, in case of corporation where primary auditor is appointed under
relevant Act, Regulations in Section (d) to‘(t) of Chapter 9 shall apply to the extent relevant.

(e) Audit of State Corporattons and other bodies

and authorlties 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:c C
having a legislative assembly may, where he is of the oplmon that it is necessary in the public interest
do, request the Comptroller and Audltor General to audlt the accounts of a corporation established by
made by the legislature of the State or of the Umon Temtory, as the case may by, and where such
has been made, the Comptro]]er and Audx;or General shau audit the accounts of such corporation and
have, for the plirposes of such audit, nght of access to the books and accounts of such corporation.

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

106. Audit under Section 20 of the Act

(1) Under sub- section (1). of Section 20 of the Aci, 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 prov:so contamed in Section 20(3), also be entrusted b
President or the Governor of a State or the Admxmstmor of a Union Territory having a legisl
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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 aut.hon'tyvby che'_mme'nt,‘ 2. *he President or the Governor or the Administrator, as the case
may be, may subject to proviso coniried in sub-section (3), enipower‘ 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, cntmsted to the
Comptroller and Auditor General only if the President or the Governor of a State or the Admlmstrator ofa
Union Territory having a legislative assembly is satisfied that it is egpedlcnt to do so in the public interest
and after giving reasonable opportunity to the concemed body or authonty to make representation with
regard to the proposal for such audit.

107. Conditions for undertaking audit undei’ Section 20(1)

The conditiogs for undertaking audit of a body or authorjty-at the request of the President or the
Govemnor 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 Comph'oller and Auditor General preferably for a period
of five accounts years. ‘The an'angement will be reviewed after the expuy of this périod.

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

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

.(4) The Comptrollelj.and Aud;tor,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
authority as the Comptroller and: Auditor General has in connectlon with the audit of a accounts of
_Govemment. ' :

(5) The Compu'ol]er and Auditor General, or an officer so authorised in this regard, will
coummmcatc the results of audit to the governing body of the body or the authority. The
govemmg body shall submit a copy. of the report to the concerned Government along with its
.oboervatlons ‘The Comptroller and Auditor General, or an officer so authorised in this regard, will
?0’180 for\vard a copy of the report to the concerned Government.

(6) “The Comph'oller and Audltor General shall have the right to report the results of audit to
Paﬂiamem or the State leglslathre or Union Temtory legislature.

L7 Any expenditure incurred by the Comptroller and Auditor General in connection with
the. audit of the body or authority, including the expenditure incurred for the services of the
pnmary ‘auditor, if a any, shall be paid by the body or the authority to the Comptroller and Auditor
General, -

'IQQ.;Pmposai‘fOr eintrﬁtmeni of audit ff'o'l,'n'Uhion‘ Government
~ The proposal from Union Government 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 f_l('c'lii‘State‘or _Unimi 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).



70 ' THE GAZETTE OF INDIA : EXTRAORDINARY [PART II—SEC. 4]

110. Letter of entrustment of audit

The letter of entrustment of ‘audit’ of a body or authority to the Comptroller and Auditor General
shall be issued i in the name of the President or the Governor of a State or the Administrator of a Union
Territory having a legislative assmnbly The fetter shall inter alia indicate that the prescribed requirements,
including the requirement relatmg to' glvmg reasonable opportumty to the body or authority, where
applicable, have been satxsﬁed

111. Audit as per provmons of laws and agreed terms and conditiens

The audit under Section 19(3) or: under Sectlon 20 of the Act shall be conducted in accordance
with the provisions of relevant laws ad fermis’ ‘and conditions agreed upon between the Comptroller and
Auditor Genera land the concerned Govemment, wherever applicable. Subject to the above, the audit of
such corporations and the bodies or authontles shall be conducted in accordance with these Regulations.

112 Audit of corporatmns set up by State and uT legislatures and other entrustment audit

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

, L CHAPTER 9
v Audit of Government Companles
. (a) Mandate
113. Mandate of the C and AG in regar' 'to audit of of Government companies

f‘,\r h, !

As per Section 19 of the Act, ‘the dptles and poWers of the Comptroller and Auditor General in
- relation to the audit of accounts- of Govemment COmpames shall be performed and exercised by him in
accordance vnth the pmvnsxons of the Comp&nies Act) 3956

(h)nGeneral l?rovnions .
114. Application of ICAI u'anaaras foﬂpnbﬂ . séctor enterprises

~ The accounting_ standards and. stahdard audnt practxces issued by the Institute of Chartered
Accountants of India (ICAD) should‘be kept*mV:é‘wwhlle ei!hymg out the andxt of Govérnment companies
or deemed Government compasies;

115. Supply of copies of agenda notes and minutes of meetlngs of the board and other committees

Every company that is subject o’ awiit by the’ Comptroller and Auditor General shall send copies
of the agenda notes and minutes of the d:eehhgs of its bodrd of director, board level committees and the
audit committee, if formed, to the Accountant General (Audxt)

116. Intimation of formation and c_losure ofa _Gov_e’rnment company or a deemed Government'-'
company by the Government

The administrative mnustry/depanment concéméd shall intimate the Comptroller and ‘Auditot
General in writing about the formatmn of a new deemment company or a deemed Government compan_}('
and forward a copy of-its cemﬁcate of , mcorpo;atxon wnhm one month of its mcorporat:on “The
administrative mnmstry/department concemed shall also, lnumate to.the Comptroller and Auditor General xf !
a Government company or a deemed. Govemment company-ceases to be so, within one month of such an
occurrence. The administrative’ mmlstry/depann'ent shall‘ also intimate to the Complroller and Auditor
General about a company becoming & Goverriment‘company or a deemed Govemment 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 Comptréller
and Auditor General about its formation along with the shareholding pattern, details of the management
} and a copy of the memorandum of association and articles of association within one month of its
| incorporation. Similarly, in the case of an existing company, the intimation about becoming a Government
company or a deemed Government company under the Companies Act, 1956 and oiher details and
+ documents shall be sent by the company within one month of such ar cecurence.

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

The Statutory auditor of a Government company or a deemed Government company shall be
f 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
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.

7119 Re-appointment of statutory auditor subject to satlsfactory performance

_ The re- appomtment ofa statutory audxtor shall be subject to satisfactory performance of the audit
assignment in earlier year (s) assessed in terms of the criteria prescribed by the Comptroller and Auditor

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

120. Communication of acceptance by statutory auditor

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

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

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

e administrative process, including giving an opportunity to the statutory auditor to make representation
against 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 prode. w2 ul cities by the statutory

fauditor, the Comptroller and Auditor General may, if considered necessary, ci the recommendation of a
ftommittee appointed by him and after giving due opportuh'ity the statutory auditor io represent, debar him

Hrom 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 statutery auditor.’

. Responsibility with reference to annual accounts

While the statutory auditor is responsible for forming and expressing an opinion on the annual
fpccounts of the Government company o thé deemed Government company, the responsibility for their
fproper preparation is that of the management of the company. The audit of the annual accounts does not

believe the management of its responsibilities relating to the maintenance of adequate accounting records,
internal controls and safeguarding the assets of the company.
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(d) Audit by Statutory Auditor
124. Role of the C & AG with regard to audit by statutory auditor

The Comptroller and Auditor General is authorized to:

(1) direct the manner in which the statutory auditor shall audit the accounts of the comy
and to give to such auditor instructions in regard to any matter relating to the performance of

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

125. Preparation of programme of audit by statutory auditor

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

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

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

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

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

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

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

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

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

instructions to the staff involved in the audit and as a means to control the proper executio
work; ' o '

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

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

)] unplement quality control policies and procedures designed to ensure that the a

conducted in accordance with audxtmg and assurance standards prescribed by the Instltute
Chartered Accountants of India; and

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

126. Documentation by statutory auditor

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

127. Preparation of audit report by the statutory auditor

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

128. Communication of matters of gov~) "a'n‘ge to Audit

The statutory auditor, at the tim« of 'éubmission of his report under the Companies Act, 1956 shall

also forward to the Accountant General (Aud_it) a copy _‘of any communication containing matters of

. _governance issued by him to the managemcﬁt of the cor:npany in compliance with the relevant auditing and
- assurance standards of the Institute of Chartered Accountants of India.

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

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

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

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

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

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

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

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

_ The company shall make available the balance sheet and the profit and loss account and any other
statements or documents declared under the Companies Act, 1956 to be part of or annexed to the balance
sheet and the profit and loss account (called annual accounts) duly adopted by the board of directors and

- audited by the statutory auditor to the Accountant General (Audit) within three months 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

4 Connpanies 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 gxpeditiously provide the required books of accounts, vouchers, data,
information and other documents to the officeis of the Accountant General (Audif) to discharge their dutics
. and functions under the Companies Act, 1956:-
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132. Scope of supplementary audit

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

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

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

134. Placing of comments before the annual general meeting

Any comments made by the Comptroller and Auditor General upon or supplement to the audit
report on the accounts of the company shall be signed by the Accountant General (Audit) and shall be
placed by the management before the annual general meeting of company at the same time and in the same
manner as the audit report of the statutory apdito'r_.

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

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

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

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

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

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

(g) Audit Board for Central Public Sector Undertakings

137. Establishment of Audit Board for central public sector undertakings

With a view to ascertaining the extent to which an activity, programme or organisation operaf ‘
economically, efficiently and effectively for the achievement of the designated objectives, the Comptroil
and Auditor General has, in consultation with the Government of India, established an Audit Board fo ;
central public sector undertakings. The Audit Board is a permanent body.-for performance audits of
central public sector undertakings conducted at periodic intervals focusmg on critical areas of
performance. The Audit Board 1s responsxblc for reviewing the performance of the central public sec!
undertakings on thematic issues. The ‘issues may relate to a particular entity or cut horizontally acro :
several entities. The scope of performance audit may extend to. more than one financial year.
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138. Constitution of Audit Board

The Deputy Comptroller and Auditor General (Commercial) shall be the chairperson of the Audit
Board. which shal! include, as members, senior officers of the indian Audit and Accounts Department as
notified from time tc time. One or two technical experts 1n the reiated field appointed by the administrative
ministry in consultation with the Comptroller and Auditor General 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 recominendatory 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 Shall keep the minutes of the meetings of the
Audit Board.

i41. Discretion of Audit Board to confine itself to seiection ol topics

The Audit Board may at its discretion confine itszlf to making recommendations for the sciection
si topics for perfermance 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
appiy 1n such cases.

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

{1) o consider and make recommedations on the audit objectives. criteria. guideclines, and
methodoiogy; 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 te attend the meeting of
the Audit Board

The Audit Board shall mvite the representatives of the company and the Government department
to attend the meeting referred to at ciause (2) of the preceding Reguiation. 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, Reguiations in Chapter 7
sha!l apoly.

(h) Audit Review Committee for Performaacs Audit of Staie FSEs
144, Eiablishmeni of zedif review committee for perfermance audit of State PSEg

The Comptrotier and Auditor General has established a sysiem for finaiisauon of performance
- audit reporis of selectec entities, programmes or activities of state public sector enterprises {PSEs) through
the mechanism of a committee called the Audit Review Committee for Performance Audit of State Public
Sector Enterprises for each State with the following constitution :

(1) The Accountant General (Audit) concerned 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 concemed 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
comimittee as a representative of the Comptroller and Auditor Generai.

145. Processing of audit results under audit review committee

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

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

views and incorporate the same in the repot‘f' 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 int the audit report

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

147. Submission of audit reports to the Government and legislature

The reports of the Comptroller and Auditor General in relation to the accounts of a Government i
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 cofnmittee’

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 anstirution, the legislature of a State may, by law, m
provisions with respect to the maintenance of accounts and the auditing of such accounts of panchayati
institutions and urban local bodies. The local fund auditor, who is generally an officer of the S
Government, is responsible for audit of panchayati raj institutions and urban local bodies. In the states

Bihar, Jharkhand and West Bengal, the Examiner of Local Fund Accounts, who is an officer of
Comptroller and Auditor General, is responsible for the audit of accounts of panchayati raj institutions

urban local bodies.
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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 mstltutlons and
- urban local bodies under Section 14 of the Act where such bodies are fianced by grants or loans from the
f Consolidated Fund of India or of any State or Union Tcmtory having a legislative assembly and are
L suditable under the provisions of this Section of the Act. In such cases, the Regulations for such audits as
L contained in Chapter 8 shall apply. These Regulat:ons to the extent relevant, shall also apply in cases
k where audit of panchayati raj institutions and urban local bodies is entrusted to the Comptroller and
Audxtor General under Section 19 or Section 20 of the Act.

151. Model forms of accounts and budget

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

‘ $2. Arrangements regarding technical guidance and support

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

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

(1)  The local fund auditor will ptéparg:vby the end of March every year, an annual audit plan for

audit of panchayati raj inS;imti_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 Accountant General (Audit) for advice on system improvements
and the Accountant General (Audit) shall review the same with a view to make suggestions
for improvement of existing sysibms being followed by the local fund audit department. The
Accountant General (Audit) will also monitor the quality of the inspection reports issued by
the local fund auditor by scrutinsing such inspection reports.

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

(5) The Accountant General (Audit)'would conduct test check of some of some of panchayati
raj institutions and urban local bédies in’order-to provide technical guidance. The report of
the test check would be sent to:the local fund auditor for pusuance of action to be taken by
panchayati raj mstuunons and urban local bodies. The local fund auditor will pursue the
compliance of such paragraphs m the inspection reports of the Accountant General (Audit)
in the same manner as if thgscl are h1,s‘0‘wn reports.

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

- (7) The local fund auditor shall develop, in consultation with Accountant General (Audit), a
system of internal control in this organisation.
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(8) The Accountant General (Audit) shall also undertake training and capacity building of the

local fund audit staff.
153. Audit not to include cerﬁﬁcation of accounts

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

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

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

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

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

156. Inclusion of results of audit in audit report

Where the results of audit of pam';-haj/a‘ti‘ raj institutions and urban local bodies are included in th
audit report of the Comptroller and Auditor General and placed before the legislature, the Regulation
prescribed in Chapter 15 shall apply as relevant. 1

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 und§
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, eﬁ‘lcit;pqy and effectiveness of the IT systems in the utilisation]
resources to achieve the organisatiohal goals. o

- 160. Audit examination of IT systems at various s{dgc‘s ‘

Audit may examirne. the IT. 'systenis at_various stages such as feasibility study,

development, implementation and maint(:nanc{_c:.= This is to ensure that IT assets are safeguarded and '
appropriate controls are in place to ensure (a) integrity of the system, (b) reliability, availability ¢
confidentiality of the data and information and (¢) 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 reduired to ensure 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 auditable 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
| systems in use or being developed.

166. Methods and techniques for evidence -

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

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

7 Audit evidence refers to the data, mformation and documents relied upon to arrive at the audit
:m dings and conclusions. While reporting the results of audit, the Comptroller and Auditor General may
fnclude such audit evidence in support of audit ﬁndmgs and conclusions as conmdered necessary. However,
the audit evidence retained as workmg papers and not included explicitly in the final report of audit, viz.
pudit notes, inspection reports, audit 'reports, etc. may be shared with thg auditable entity at various stages

68. Evidence to support audit conclusions required to be obtained
The audit officer shall obtain competent, relevant and reliable evidence to support his conclusions.
: 9, Requireinent of and a#cess to data, information and documents .

The form, type and extent of dath, information and documents required for audit tests and
bvidence 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

se obtained by the auditable entity froma third. party.and relied upon by it in performance of its
nctions. I such third part evidence as relied upon by auditable entity is found to be unsufficient in Audit,
dditional information may be requisitioned by Audit from the auditable entity with prior approval of the
countant General (Audit). On receipt of such requisition, the same shall be obtained by the auditable
Jotity from the third party and provided to Audit.

J70. Types of evidence to be used by the audit officer

The evidence*used by the audit officer shall normally and as far as possible be documentary
luding electronic records. photographs results of any study or survey, etc. The audit officers may rely
i 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 av
officer. Any such request shall be made with the approval of the Accountant General (Audit).

173. Engagement ¢.. external agency or expert

(a) The engagement’ letter lappomtmg 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 mform the concerned Govemmcnt department and the audita
entity regarding the assocxatlon 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, oblngatlons and powers of the agency or expert so associated.

(c) The audit ofﬁce shall be responsnblc for the opinions formed, or the concluslons reacli
or the recommendations made*m 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, aud to conduct audit

~ The Comptroller and Auditor ,qenenjulfi,s authorised under the Act to inspect offices and to corid
audit in the offices that attract his audit jurisdiction in connection with the performance of duties under
Act. For this purpose, audit teams shall be. depiited to 'the offices of the auditable entities from time to ti

~ An inspecting officer shall lead each. such team The teamcan also visit places where relevant record

the auditable entity are kept. .

1'75. Provision of facilites for conduct of audlt
It shall be the duty of the head of the oﬂice of the auditable entity to prowde appropnatei

reasonable office aocommodatxon and othe,r ofﬁce amemt(es to the audxt team for official use and nti

with facilities available in the auditable entlty ‘

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

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

177. Advance intimation for audit

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

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

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

179. Requisition for data, information and documonts

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 charge of various functions in the auditable entity
or to the officer in charge of the auditable entity.

180. Reasonable time for supply of data,\informa_ﬁ'on.and documents

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

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

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 shaltll.cstablish and implement a mechanism to ensure that data,

“information and documents that are rcquiréd b‘y"Audii are made available to it in time.

182. Confidentiality of information acquired durmg audit .

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

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

) If certam pnvrleged or conﬁdermal information prohibited from general disclosure by law is

_‘; obtained in course of an audit, the audrtor should maintain confidentiality of that information and ensure

.that the audit notes, the mspecuon reports or the audnt reports do not become a means of compromising
" such privilege or conﬁdentmlrty of the mformauon

183. Meeting with officer in charge of the audltable entlty 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 objectxvog and cntena, general state of internal controls and areas of
focus, concern or hlgh risk mdentrﬁed by Audit may be drscussed

-184. Nomination of an ofﬁcer for lialson mth Audrt

The officer in charge ma,y nommate a sufﬁcxently senior officer of his office for liaison with
Audit. The officér in charge wdl however contmue to be responsible for ensuring adherence to these
Regulations in so far as they relate to facrlltallon of audit.

* 185. Compliance with requests of Audit'for_r_gcords and information

The officer in charge shall c0mp1)_; with requests for information and records in as complete a

. form as possible and within the specified time.

. 186, Failure to provide data, informationi_'ﬁﬁ‘ documénts

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 concemned Government for appropriate action and
-these authorities shall inform the audit office about the action taken within three months of such report (s).
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187. Issue of audit memos

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

188. Replies to audit memos

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

189. Immediate steps for remedial action on audit observation

The officer in charge shall take immediate steps fonappropriate 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 i éharge 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
" with a view to resolve the same. The officer.in charge shall also offer his observations on the audit

conclusions and recommendations, if not already done in response to the audit memos, and the inspecting
office shall reflect such observation in the mspectxon report. Where necessary and appropnatc the

inspection report may make recommendatlons for remedymg 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 aundit using information available in audit off:~e or accounts office

The audit may also the conducted: with reference to 'Adata information and documents of any’
auditable entity that are available in an audit office or an. accounts ofﬁce 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" o

‘The audit offic  -all communieate 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 pbs_siljle 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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196. Initiation of action for settlement of audit observation not to wait for receipt of inspection
report. ‘

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

197. 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 andit note 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 mdlcatmg the likely date by which the final
reply shall be furnished. ,

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

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

199. Important audit observation to be sent to head of department for follow upw

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

200. Intimation of major irregularlties to the Governmen9 and the head of department and
furnishing of reports therefrom

(1) The Accountant General (Audit) shall i_nti'mate every instance of major irregularity detected in
Audit through a special management letter to the Secretary to Government of the concerned department
‘with a copy to the Head of the Departmcnt within six weeks of the instance coming to notice in audit. The
Accountant General (Audit) shall also intimate every such instance to the Comptroller and Audxtor General

- in the manner pfescnbed

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

_ (3) Where the fact of major irregularity is not denied by the Government in the preliminary report,
- the Government shall further send a detailed report to the Accountant General (Audit) within three months
 of preliminary report inter alia mdxcatmg the remedlal action taken to prevent recurrence and action taken
' against those responsible for the lapse. ©

(4) While the reporting of major ‘irregularities 10 Government need not wait for inclusion of the
| matter in the inspection report or audit note or the audit- repdrt of the Compt~.er and Auditor General, the
same should be done only after due verification with reference to supporting evidence and as far as possible -
 after considering the views of the auditable entity. Care, needs to be taken to ensure that only major
 irregularities are reported in this manner,.

. 201. Significant audit observations to be communicated to Secretary

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

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

203. Etablishment of audit commuuces and tneir constitution

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

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

204. Annual public statement regarding pending audit observations

Each Head of Department shall in the first quarter of each year make an annual public stateme :
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 an
Auditor General for the previous year :
(b) Number and gist of major irregularities intimated by Accountant General (Audit) d in
the previous year : ' -
() Action taken by the Department an (a'):and (b) above : and
(d) Number of audit baras’ihcludcd in the inspected reports issued during the previous ye
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 'subm_is;ion 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 concemned Secretary to Gevernment by name for communicating
comments, observations and explanation of the Government within a period of six sveeks from the dab
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 Secr;tary at mutual convenience within the aforesaid perio

discussion may not be necessary in the case of a draﬁ pérformance audit report that has been sepa
discussed with the Secretary at an exit conference in terms of these Regulations.
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(2) The Accountant General (Audrt) shall srmu]tancously send oneeopy of the draft paragraph to
the Secretary to the Govemment, Ministry of Finance or Finance Department, by name.

(3) The draft paragraph shall be annotated thh reference to the suppotmg audit evidence. The
Accountant General (Audit) shall prowdc copxes of any relevant documents and evidence in hxs possession
that may be required by the Government depanment_

208, Replyto draft paragraph by Gov~i~ment

(1) The Secretary to Governmie.it of the conceriied department shall (a) confirm or cause to be
confirmed, the receipt of the draft paragraph to the Accountant General (Audit) as soon as it is received,
.and (b) communicate the 'coniments, “ obsérvations ‘and explanation of the Government on the draft

paragraph in writing to the Accountant General (Alld_lt) by name within the specified period. The reply
shall be signed by the Secretary or carry an indication of approval by the Secretary.

A
(2) The reply of the Secretary to Government shall state:

~ (8) whether the deparment accepts the facts and figures mentioned in the draft paragraptx if
not, the reasons, supported by the relevant documents and evidence duly authenticated:

(b) comments, obser\(ations and expianation of the Government on matters, included in the
draft paragraph; '

(c) Government 8 response ‘to suggestrons and recommendatlons made-—in the draft
paragraph: -

(d) remedml action taken of proposed to be taken: and
(<) any other observations orsemarks of the department.

(3) Consistem with the schedule 'of.preparatron finalisation and presmation of the audit report in
the legislature. the Accountant Geheral(‘Audn) may. ~¢0mider a reqest made by the concemed 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 datc by which the

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

(4) The Aecountant General (Audit) will proceed on the assumption that the Government has no
comments, observation and explanatton in the matter in case a final reply is not received within the
specified period or the extended penod agreed to The Government shall hear resgonsrbrhty for the
accuracy of the facts ﬁgures and the related audit evxdence menttoned in the draft paragraph in such cases.

(5) The Accountant General (Audlt) shall nge full consideration to the reply of the Government.
The draft paragraph may be modified or séttled or may not be included in the audit report in the light of the

reply.

209. Communication of finalised paragraphs for inclusion in audit remrt

In casg of a State Government or a Umon Territory Government, after the draft paragraph has
been finalised for inclusion in the audit repért, the- Account General (Audxt) shall send copies of the
 finalised paragraph by name to ‘,1?‘7, ‘S‘negr,etarx,,to,Govemmem of the concerned department and the
Secretary, Finance Department. lncasepftheUmon Government, a copy of the finalised paragraph will be
seut to the Secretary to the Ministry concerned. . ' »
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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 simultaneously be sent to the Secetary to the
President or the Governor or the Administrator.

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 sibmission to PAC or COPU

The Secretary to Government of the ‘concernied department shall cause preparation of self-
explanatory action taken note(s) on the' audlt paraéraph(s) relating to his department, that are included in
the audit report, for submission to the pubhc Accounts Commmee/Comnuttee on Public Undenakmgs In

(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'u_), (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 llkely time frame withen which such is expected to
be completed;

(5) the current status of recovbry 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
in the audit paragraph;

(7) the result of review of similar other cases, and the action taken;
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(8)theremednalachontakenorproposedtobetakentoavondoccun'enceofumﬂarcmh
future, to streamline the systems and to remove system deficiencies, if any; and ’

(9) such othér information sa may have ‘been prescribed by the public accounts
Committee/Committee on pubho Undenahng&

213.Vetting of action taken notés and responses on the recommendations of PAC/COPU by
Accountant General (Audit) o '

In the Union , the States and the Union Territories 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 Government on the recommendations of the Public Accounts
Committee/Committee on public Undertakings, 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 lnnked This shall be done within such petiod of time as may be decided consistent
with the requirements of the time-schedule for the submission.of the self-explanatory action taken
notes prescribed by the Public Accounts Committee/Committee on public Undertakings.

(2) The Accountant General (Audit) shall retum the self-explantory action taken note to the
Secretary dully vetted as soon as ' -'poss'ible. but,not Jater than one month. Subject to any
requirements that may have been prescribed 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 Sectetary shall send, thes requxsite number of copies of the vetted note, as prescribed
by the Pubhc Accounts- Commnttee/Commmee on Public Un&enakmgs to the secretary of the
Public ‘Accounts Commmee/Commmee on’ Pubhc Undenakmgs in accordance with the time
schedule prescnbed by the letter and also forwa:d a copy each to Ministry of Finance of Finance
Department as the case may be Accountant General (Audit).

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

(5) The Government'’s response on’ the recommendations of the Public Accounts
Commmee/Commnttee on Pubhc Undenalungs shall ‘be sent to the Accountant General (Andxt)
for vetting before its submxss:on to the respecuve 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 rwponse that may be sent to the Public Accounts
Commmee/Commmee 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, cleariy defining inter aha the roles and responsnbnlmes at all levels that ensure that (i) the
replies to the draft paragraphs, (ii) the se]f-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 Govémknent 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 6eneral 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

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

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

218. Provisions of the Act regarding accounts

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

(3) Under Section 12 of the Act, the Comptroller and Auditor General shall in so far as the;
accounts, for the compilation or keeping of whlch 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 :A_u,thons&s t_he Comptroller and Auditor General to lay down gen
principles of Government accounting.

219. General principles of Government accounting:
(1) For the purpose of Sec'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 Comptroﬂer and Auditor General. Detailed rules and instructions
relating to the forms in which the initial and subsidiary accounts shall be kept and rendered by the
Department of Posts and other technical départments arc 14id down in the respective accounts manuals or
deparumental regulations relating to the dtpar;tment concemed. ‘

(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 Uniop
Government a comman farmat has been Prescribed by the Government with the concurrence of the
Comptroller and Auditor General. This common format is applicable to 2ll autonomous bodies and
authorities except a few such as Port Trusts for which separate formats are applicable. The State
Governmenté may also adopt the common format applicable to the autonomous bodies of the Union
Government, for the autonomous bodies of the States.

(3) The format of accounts of panchayati raj institutions and urban local bodies recommended by
the Comptroller and Auditor General has been accepted by 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 Governimenit 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 Auditor General and has varioys stakeholders including the
Controller General of Accounts, the Controller General of Defence Account, the Financial Commissioner
(Railways) as members

(2) The Govemment Accounlmg Stanaards Advisory Board is entrusted with the responsibility of
formulaung and proposing standards with a view to improve the usefulness of the financial reports based
on the needs of the users of these reports The Board also seeks to keep the standards current and provide
guidance on unp]ementatlon 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 te 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 Audltor 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 schedule prescribed:
by the accounts office and that the information rendered is correct and complete.
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CHAPTER 17
Speéial Provisions

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

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

225. Regulations not to apply to international assignments

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

226. Powers to issue general or special orders and guidelines

The Compt oller and Auditor General may issue any general or special orders and guidelines to
carry into effect the p 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 of 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-III/1V/187K/2007-Exty]
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