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R. D. Dhiman, IAs

Chief Secretary
Government of Himachal Pradesh

Ellerslie,
Shimla-171 002

Message

It is a matter of great pleasure to note that the HP State
Audit Department has updated the Audit Code comprising
codification of matters in the area of auditing. It has been our
endeavor to professionalize working under the Government and
updation of this Code is a welcome step in this direction. It is a
guidance document in the domain of auditing and aims at
systematic as well as rational organizational functioning. It has
incorporated the best practices and meets the national norms and
standards. It conceptualizes both the internal mechanism as well as
external control. It is an effective tool to maintain checks and
balances. It is not a “fault finding” exercise but vital input for
organizational efficiency.

| hope that the Code will be of immense use to the
officers and staff of the Department. | will also place on record my
appreciation and accolade to all the officers/officials of the staff
who have done a yeoman’s job to materialize this important
assignment.

OI.QZ,IIK

(R.D. Dhiman)



Ellerslie

PRABODH SAXENA, IAS
Shimla-171 002

Additional Chief Secretary
(Finance, Planning, Personnel & EST)

FOREWORD

In today’s competitive world, it is essential that the government
agencies keep themselves abreast with the latest developments taking place
around them. We need to constantly improve our professional skills to prove
meaningful to the client organizations and the society at large. For achieving
this end, we need to update codes/manuals, adopt best practices, organize
trainings and workshops, and move towards computer oriented working in
the offices to make our working efficient, effective and transparent. I am
glad that the HP State Audit Department has initiated action in this regard
with the up-dation of this Audit Code being a step in this direction to provide

the necessary know-how to the auditing staff at the grass root level.

This Audit Code includes codification of the best practices in the
area of auditing and is therefore very useful for the officers/officials of the
HP State Audit Department. Auditing standards and Guidance Notes of
Audit and Guiding principles for conducting the audit of various institutions
are primarily designed to guide the stakeholders on matters which arise in
the course of their day-to-day work, and on which they may require

assistance in resolving intricate issues.

The Audit Code has been updated after an exhaustive study. The
Officers/Officials of the HP State Audit Department have put in immense
concerted efforts in updating the Audit Code. All of them deserve

commendation.



Ellerslie

PRABODH SAXENA, IAS Shimla-171 002

Additional Chief Secretary
(Finance, Planning, Personnel & EST)

I am confident that the Audit Code will be updated from time to time
in future also and this edition will be utilized by the stakeholders to the

(Prab%a)

optimum.
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Special Secretary Shimla-171 002.

PREFACE

Amarjeet Singh, IAS,
Director -cum- Examiner,

HP State Audit Department

The HP State Audit Department Himachal Pradesh came into existence
on November 1, 1966 after re-organization of States. The department at the
time of its inception was responsible for conduct of audit of Panchayat
Samities, Zila Parishads, Municipal Committees, Pupils funds of educational
institutions, industrial schools, District Relief Funds and other Miscellaneous
Accounts. Gradually, the Department has been entrusted with functions of
audit of Universities, H.P. Board of School Education, H.P. Marketing Board
& Marketing Committees, H.P. Housing & Urban Development Authority,
Temple Trusts, e-Governance societies, educational institutions including

gﬂ Govt. schools & colleges, H.P. Language Art and Cultural Academy Shimla,
Directorate Small Savings, Himachal Pradesh, District Small Saving Prize
Money, Polytechnics and Industrial Training Institutes, National Security

Relief Funds, Fish Farmer Development Agencies etc.

To fulfil the development needs of the state, requirement of a sound
financial management system is an important tool of resource
mobilization/management as it prevents waste of scarce resources. The HP
State Audit Department will play an important role by identifying the

leakages of revenue and propriety of expenditure.



Elierslie,

Special Secretary Shimla-171 002.

To cater to its clients more efficiently and professionally, the HP State
Audit Department has taken some path breaking initiatives. The new
measures focuses on both capacity building as well as change in working

‘ systems and procedures. A generous grant was made available by the Govt.
of Himachal Pradesh to computerize activities in the Resident Audit
Schemes at CSKHPKV Palampur, H.P. University Shimla and Directorate of
HP State Audit Department. Software to handle work in these places has
been developed and online working facilitated. One of the most important
initiatives is updation of this Audit Code. It contains the origin of the
department, its evolution over a period of time, its structure. Auditing
Standards and Guidance Notes of Audit and Guiding principles for
conducting the audit of various institutions have also been incorporated for

the guidance of the stakeholders.

&} In updating the Audit Code, the state of the art literature on
professional procedures followed nationally and internationally, has also
been consulted. Various notifications, instructions, guidelines and related
correspondence made by the department from time to time in the matters

concerned with conduct of audit have been kept in view.

I acknowledge with thanks the valuable directions and guidance imparted
by Sh. Prabodh Saxena, IAS, Additional Chief Secretary (Finance) to the
Government of Himachal Pradesh in updation of this Audit Code. I also wish
to place on record the untiring efforts and contributions made by the
Ofﬁcers/Qfﬁcials of the HP State Audit Department, Himachal Pradesh in
updating the Audit Code.



Ellerslie,

: Shimla-171 002.
Special Secretary

The updated Audit Code, it is hoped, will meet the functional
~ requirements of officers and staff of the Department and any suggestions for
its improvement are welcome. I am confident that the Audit Code of HP

State Audit Department will be up-dated from time to time and continue to

&,

(Amarjeet Singh)

guide the audit staff and other stakeholders.
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CHAPTER -1

NATURE AND SCOPE OF LOCAL FUND AUDIT

1.1 GENERAL

The HP State Audit Department Himachal Pradesh came into existence on
November 1, 1966 as a result of re-organization of States. A skeleton staff
consisting of seventeen officers/officials of the erstwhile State of Punjab was
allocated to the Government of Himachal Pradesh. The department at the time of
its inception was responsible for conduct of audit of Panchayat Smities, Zila
Parishads, Municipal Corporation Shimla/Municipal Committees, Pupils Funds of
educational institutions, Industrial Schools, District Relief Funds and other
miscellaneous  accounts. Now, the audit of different 37 Govt.
Institutions/organization (As per annexure-A) has been entrusted to this
department.

The HP State Audit Department functions under the administrative control
of The Additional Chief Secretary (Finance) to the Government of Himachal
Pradesh, Special Secretary (Finance) to the Government of Himachal Pradesh acts
as the Head of the Department and discharges the duties of the Director-cum-
Examiner H.P. State Audit Department.

The HP State Audit Department functions as a centralized office with the

following branches.




(a) Headquarter Office

The HP State Audit Department functions directly under the control of The
Director-cum-Examiner, H.P. State Audit Department, Himachal Pradesh and he is
assisted by the Additional Director/Joint Director(H.Q.) who is Head of the Office,
Joint/Deputy/Assistant Directors, Section Officers, Junior Auditors and other

supporting staff.

(b) Resident Audit Schemes

To conduct pre-Audit in some important institutions, the department has
introduced Resident Audit Schemes. The Joint Controllers, Deputy Controllers,
Assistant Controllers and Section Officers of the department manage these

schemes.

(c) Audit Circles

For conducting the post audit of various institutions under the auditorial
jurisdiction of the department throughout the State, 12 Audit Circles
(Annexure-B) have been created as per requirement and in order to ensure smooth
functioning of the Department. An audit party comprising of Assistant Controller /
Section Officer and one or more Junior Auditor(s) is deployed in each Audit

Circle.

To conduct audit of major institutions like HIMUDA, Urban Local Bodies,
Panchayati Raj Institutions, Temple Trusts etc., audit teams are deployed under the
supervision of senior officers of the rank of Deputy/Assistant Controllers.
Likewise, senior officers are also deployed for conducting the special audits

entrusted by the Government from time to time as well as special investigation of




accounts of the institutions under the auditorial jurisdiction of the department as

per the need of hour.

1.2 THE AUDIT ESTABLISHMENT OF THE DEPARTMENT

Sr. | Designation Sanctioned strength
1. Director-cum-Examiner, HP State Audit 1
Department

2. Additional Director 1

3. Joint Director/Controller 5

4, Deputy Director/Deputy Controller 8

5. Assistant Director/Assistant Controller 21

6. Section Officer 38

7. Junior Auditor 105

1.3 ROLE OF STATE AUDIT

‘Local Fund’ means any fund to the control or management of which, a local
authority is legally entitled and includes the proceeds of any cess, rate, duty or tax
which such authority is legally entitled to impose and any property vested in such
authority. Local Fund is not a part of the Consolidated Fund of the State. Audit is
literally defined as an intelligent and critical scrutiny of books of accounts written
on the basis of documents and vouchers to ascertain whether the results shown in
the accounts like Profit and Loss account, Balance-Sheet etc., are truly determined.
The audit in regard to Government Accounts, Semi-Government Institutions and
Local Bodies accounts is defined as an instrument of financial control. The modern
trends in administration visualize audit in a different manner. Money and finance

have been described as fuel for administrative machinery and blood stream of




administration. No administration can efficiently function if it does not take care
to maintain the financial health and discipline and audit is the only independent
agency through which efficient maintenance of financial discipline is ensured.

The financial health and discipline concern the entire system right from the
sources from which the public money flows into the Executive and again flows out
In the shape of benefits and amenities to the public or society as a whole. In the
democratic form of Government, people, through their elected representatives,
authorize the Executive to collect money in the shape of taxes and other incomes
for utilizing in the manner authorized by them, through budget, appropriation
accounts etc., and makes the Executive accountable. Similarly Local Bodies and
Semi Government Institutions, enjoying the sanction of legislation, constitute
democratic set up through public representatives and authorize the Executive to

collect and utilize the public fund and account for the same.

The money collected from the public by way of rents, rates and taxes or
grants-in-aid sanctioned by the Government to the Executive constitute a public
fund. Therefore, it is necessary that a systematic accounting system is prescribed
for realization of income and its usage which, in turn, leads to prescribing of codes,
rules, regulations and a procedure to account for the public fund. The Legislature
or the statutory bodies, who have authorized the Executive to deal with the public
fund, are not experts in examining the accounts of the said public fund. Therefore,
the job of examining the public fund account is entrusted to an independent agency
called, “Audit”. The Director-cum-Examiner, HP State Audit Department,

conducts the audit in respect of Local Funds.

The Auditor, who has to play an important role in regard to collection and
utilization of public finances, is viewed from different angles. The taxpayers or

public see him like a Policeman. An Executive takes as an irritant instead of




recognizing him as a friend, philosopher and guide. Auditing is ever a welcome
word with management. It is essentially associated with statutory requirements
and the role of the Auditor is not fault-finding but fact-finding, reporting, helping
and guiding the administration in the proper utilization of public finances just like
Architects bringing a maximum living place from the available piece of land

besides making the whole structure beautiful.

Thus the Auditor has to play an important role in the financial management
of a body or authority. While doing so he has to be conversant fully with all the
methods and systems of audit so as to perform the role in a quite technical manner

within the framework of rules, regulations and procedures.

The Auditor, who has got the inherent power of critical appraisal or
commenting on the performance of Financial Administration of Local Bodies,
should behave in a highly responsible manner keeping good and pleasing relations
with the Executive. He should note that the work of the Executive should not be
criticized. He should therefore, exercise this difficult task in such a manner that
his role of functioning should not come in direct conflict with the Executive and at
the same time, he plays his role efficiently. His observations should be precise,
effective, supported with facts and conform to rules and regulations all of which
should be couched in a pleasing language. Frivolous objections should be avoided.
Important irregularities should not be overlooked. The Audit Report should be
precise and suggestive. Having produced the report in the manner, the same
should be sent to the respective bodies for placing it in the respective committees
of Local Bodies/ institutions for appraisal and necessary action over the

observations.




The compliance report over the observations has to be watched to see
whether the defects pointed out have been rectified and the measures taken to

guard against them.

NECESSITY OF STATE AUDIT

The main purpose of State Audit is to conduct the audit of Urban Local
Bodies, Panchayati Raj Intuitions, Universities, H.P. Board of School Education,
Government educational institutions, HIMUDA, Marketing Board/Committees,
Temple Trusts, H.P Language and Culture Academy, e-Governance societies, other

miscellaneous institutions etc.

GENERAL ARRANGEMENT FOR STATE AUDIT

The classes of accounts with which State Audit staff deals are so varied that
any general rules and instructions applicable to State Audit could not possibly be
laid down. The essential object of accounts of any institution is to present a definite
financial picture and intelligent audit is impossible unless there is some
consideration of the general financial picture as well as investigation of the
transactions. The State Audit staff before taking up the audit of any particular
institution have, therefore, to study the system of accounts and accounting
books/ledgers prescribed, Acts, Codes, Statues, Ordinances, Manuals etc, wherever
applicable. Audit staff has to ensure that instructions issued by the Government
from time to time have been followed mutatis-mutandis by the institutions
wherever applicable. They have also to consult the periodical administrative
reports or any other publications, where the accounts of income and expenditure of
the institution appear, to obtain a correct perspective of the financial side of the

institution.




Further, one of the objects of State Audit is to conduct ‘Efficiency-cum-
Performance Audit’ wherever it is possible. ‘Efficiency-cum-Performance Audit’
of expenditure is conducted with a view to ascertain (i) whether the various
schemes are being run economically (ii) whether they are actually yielding the
results expected of them and (iii) have assumed the importance. Examination
would focus on aspects such as inefficient handling, lack of foresight, expensive

delays and wasteful expenditure due to lack of coordination.

1.4 DIFFERENT KINDS OF AUDIT

Auditing in State Local Funds generally takes two forms: “Pre-Audit” and
“Post-Audit.” Pre-Audit is the examination of transaction before payment is made.
It is more traditional function, in which both treasury as well as audit functions are
carried out simultaneously and is accomplished generally in similar manner
throughout the country. Post-Audit represents an ‘after—the-fact’ examination.
Alongwith “Pre-Audit” and “Post-Audit”, different kinds of audit conducted by HP

State Audit Department are enumerated below:
(a) Pre-Audit

Pre-audit of Local Funds revenue and expenditure is performed in all the
states, usually in the offices of Resident Audit Schemes headed by a responsible
audit officer. The pre-audit, perhaps more accurately described as pre-
encumbrance/prepayment audit, is pre-scrutiny of expenditure before the same is

incurred/authorized.

The basic objectives of pre-audit are to provide assurance that (i)
expenditures are not, upon their face, unreasonable or extravagant; (ii) significant

funds are available to enable encumbrance of the order or payment of the voucher;




and (iii) there has been compliance with budgetary, civil service, legislative and
legal requirements. It may include an examination of contracts prior to approval
and encumbrance, scrutiny of all vouchers before payment, and review of payroll

before payment.

Pre-Audit is conducted, on a day-to-day basis, under the Resident Audit
Schemes of the Department as no treasury system exits in these institutions. Thus,
treasury functions, such as arithmetical calculations, budget provisions, authority
sanctioning the expenditure and booking of revenue and expenditure under
appropriate heads, are exercised and checked in audit as well as A.G functions
particularly in the matter of Pensions, CPF/GPF, including issuance of Utilization
Certificates, are also exercised by the HP State Audit Department in the Resident
Audit Schemes.

(b) Post-Audit

The scope of post-audit in State Local Funds may be grouped into three
general categories: (i) financial accountability and legality - verification of
accounting records and review of internal control concerning revenues and
expenditures; (ii) performance efficiency - examination of efficiency and economy
with which client institution’s operations are carried out; and (iii) program
evaluation — the broad examination of the extent to which program goals are
fulfilled.

(c) Special Audit

Special Audit means an audit of accounts pertaining to a specified item or
series of items, which requires thorough examination. In public exigencies, special

audits of any Govt. Department/Institution, which are not under the auditorial




jurisdiction of the Department, can be assigned by the Director-cum-Examiner,
HPSAD to its audit staff provided the request to conduct such audit is received
from the Administrative Department of the concerned Department/Institution.
Audit fee of such special audit shall be determined and charged by HP State Audit
Department on merit considering the nature of accounts audited and nature of
additional services to be provided and it will be the discretion of the Director, HP
State Audit Department to charge or not to charge any audit fee from the Govt.

Department for such special audits.
(d) Detailed Audit

Detailed Audit is an audit of income and expenditure of the institution for
the whole year, which is conducted in public exigencies as assigned by the

Director-cum-Examiner, H.P. State Audit Department.
(e) Performance Audit

Performance audit is an independent assessment or examination of the extent to
which an organization, programme or scheme operates economically, efficiently

and effectively.

Three E’s of Performance audit

Economy:- Economy is minimizing the cost of resources used for an activity,
having regard to appropriate quality. Economy issue focuses on cost of the input
and processes

Efficiency:- Efficiency is relationship between the outputs, in terms of goods,
services or other results and the resources used to produce them. Efficiency exists
where the use of financial, human, physical and information resources is such that
output is maximized for any given set of resource inputs, or input is minimized for
any given quantity and quality of output.




Effectiveness:- Effectiveness is the extent to which objectives are achieved and the
relationship between the intended impact and the actual impact of an activity.

Effectiveness addresses the issue of whether the scheme, programme or
organization has achieved its objectives.

(f) Audit against regularity

Audit against regularity or Audit against rules and orders consists in
verifying that the expenditure conforms to the relevant provisions and rules made
thereunder and is also in accordance with the financial rules, regulations and orders
issued by a competent authority. The rules, regulations and orders against which

audit is conducted mainly fall under the following categories:—

(i) Rules and orders regulating the powers to incur and sanction
expenditure as well as delegation of powers to incur and sanction
expenditure.

(i) Rules and orders dealing with the mode of presentation of claims,
withdrawing money and in general the financial rules prescribing the
detailed procedure to be followed by Government servant in dealing
with such transactions.

(iii) Rules and orders regulating the conditions of service and pay and

allowances of employees of client organization.

Audit, in relation to regularity of expenditure, is of a quasi-judicial
character. It involves interpretation of statutes, rules and orders. The final power
of interpretation, however, resides in the authority specified in the Act/ Statute or
the authority, which is the author of the rules or order. Interpretation by Audit

should be based on the plain meaning of the section of statute, rule or order, in

10



such a case the inconsistency should be referred to the competent authority for

resolution or removal.

It is, however, the duty of audit to bring to the notice of the competent
authority any expenditure that does not appear to be covered by the terms of the
section, rule or order quoted as justifying it, and which has been incurred by
placing upon the section, rule or order an interpretation which may seem to it not
to be natural, plain or reasonable one. It is also an important function of audit to
ensure that rules and regulations are observed not merely in their letter but also in

their spirit.

In relation to audit of expenditure against regularity, it is duty of audit to
examine all financial rules and orders issued by the executive authorities affecting
expenditure and other transactions subjected to audit to see that the rules and
orders are themselves intra-vires and to ensure that the transactions to which they

relate may be effectively audited.
In scrutinizing rules and orders it should be seen that:—

(i) These are not inconsistent with any provisions of any laws made there
under.

(i) These are consistent with the essential requirements of audit and
accounts.

(iii) These do not conflict with the orders or rules made by any higher
authority.

(iv) The authority issuing rules that have been separately approved by the

competent authority is vested with the necessary powers to frame them.

11



(g) Audit against Sanction to Expenditure

One of the important functions of audit in relation to the audit of expenditure
Is to see that each item of expenditure is covered by sanction of the competent
authority. While doing so, audit has not only to see that expenditure is covered by
a sanction, either general or special, but it has also to satisfy itself that :—

(i) The authority sanctioning the expenditure is competent to do so by
virtue of the powers vested in it by the provisions of laws, rules or
orders made there under or by the rules governing delegation of
financial powers framed by the competent authority.

(i) The sanction is definite and therefore needs no reference either to the
sanctioning authority itself or to any higher authority.

Besides the question of competency of the authority sanctioning the

expenditure, the scrutiny of sanctions should extend to see whether: —

(i) The expenditure is a legitimate charge on the provision from which it is
proposed to be met.

(i) The expenditure conforms to the statutory provisions as well as the
relevant financial rules, regulations and orders.

(ili) The expenditure is in conformity with the standards of financial
propriety.

(iv) A satisfactory procedure of accounting has been evolved by the
sanctioning authority in the case of sanctions of new schemes, and the
detailed cost and time schedules, physical targets and other objects of
the expenditure have been duly stipulated.

Sanctions having a long period of currency, as well as sanctions of

permanent nature are required to be reviewed periodically so that, if there is any

reason to think that the administrative authority concerned should be requested to

12



review the sanction, such action may be taken. The responsibility for watching the
progress of expenditure against a grant or appropriation devolves on the Executive
who is ultimately responsible for keeping the expenditure within the grant or
appropriation. Audit should, however, render all legitimate and constructive advice
to the Executive in this matter and see that suitable and adequate arrangements

exist in all the organizations for the control of expenditure.
(h) Audit against Propriety

It is an essential and inherent function of audit to bring to light not only
clear and obvious irregularities but also every matter that, in its judgment, appears
to involve improper expenditure or waste of public monies or stores even though
the accounts themselves may be in order and no obvious irregularity has been
committed. Such audit, often called Propriety Audit, “extends beyond the
formality of the expenditure to its wisdom, faithfulness and economy”. It is thus
not sufficient to see that sundry rules or orders of a competent authority have been
observed. It is of equal importance to see that the broad principles of orthodox
finance are borne in mind not only by disbursing officers but also by sanctioning

authorities.

No precise rules can, however, be laid down for regulating the course of
audit against propriety. Its objective is to support a reasonably high standard of
public financial morality and sound financial administration and devotion to
Government’s financial interest. In any case, audit staff in the performance of their
duties should apply the following general principles that have long been

recognized as standards of financial propriety :—

(i) The expenditure should not prima facie be more than what the occasion

demands. Every public officer is expected to exercise the same
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vigilance in respect of expenditure incurred from public moneys, as a
person of ordinary prudence would exercise in respect of expenditure of
his own money.
(i) No authority should exercise its powers of sanctioning expenditure to
pass an order that will be, directly or indirectly, to its own advantage.
(iii) Public moneys should not be utilized for the benefit of a particular

individual or section of the community unless : —

(a) The expenditure involved is insignificant; or

(b) A claim for the amount could be enforced in court of law; or

(c) The expenditure is in pursuance of a recognized policy or custom; or

(d) The amount of allowance, such as travelling allowances granted to
meet expenditure of a particular type, should be so regulated that the

allowances are not, on the whole, sources of profit to the receipients.

The proper discharge of duties by audit staff in this field is a very delicate
matter and requires much wisdom. Audit observations against expenditure should
not be expressed as based on “canons of financial propriety” but as transgressing a

universally accepted standard of official conduct and financial administration.

(i) Audit of Receipts

Audit of Receipts embraces the audit of all tax and non-tax receipts. It
requires that audit staff should satisfy themselves that, the rules and procedures in
their behalf are designed to secure an effective check on the assessment, collection
and proper allocation of revenue and are also being duly designed for this aforesaid
purpose to make such examination of the accounts as audit think fit and report

thereon.
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It is the primary responsibility of the client organization’s authorities to see
that all receipts due to it are correctly and properly assessed, realized and credited
in the accounts. The most important functions of audit are (i) to see that adequate
regulations and procedures have been framed by the client organization to secure
an effective check on assessment, collection and proper allocation of taxes and (ii)
to satisfy itself by an adequate test check that such regulations and procedures are
actually being adhered to. Audit should also make such examination, as it thinks

fit, with respect to the correctness of the sums brought to account.

Audit of receipts will be regulated mainly with reference to the statutory
provisions or financial rules or orders applicable to collection of receipts involved.
If the test check reveals any defects, lacunae or loopholes in the provisions, rules
or orders, the department’s attention should be drawn to the advisability of these

being suitably amended.

Audit should carefully review any outstanding dues and suggest to the
client organization’s authorities any feasible means for their recovery. Audit will
see that the internal procedures adequately secure correct and regular accounting of
demands, collections and refunds and no amount due to the client organization
remain outstanding in its books without sufficient reason and that the claims are
pursued with due diligence and are not abandoned or reduced except with adequate
and proper justification. Whenever any dues appear to be irrecoverable, orders for
their waiver and adjustment should be taken by the client organization from the

competent authority.

To sum up, the most important function of audit and the area of audit

concern in relation to assessments and refunds is to satisfy itself, by such test
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checks, as it may consider necessary, that the internal procedures adequately

provide for and actually ensure:

(i)

(if)

(iii)

(iv)
(V)

(vi)
(vii)

(viii)

(ix)

(x)
(xi)

(xii)

Collection and utilization of data necessary for the computation of the
demand or refund are in order.

That the computation and realization of various taxes, fees, rents,
royalty, etc is in accordance with the rules and regulations.

Prompt raising of demands on taxpayers in the manner provided under
statutory provisions.

Regular accounting of demands, collections and refunds.

Correct accounting and allocation of collections and their credit in the
accounts.

That the relevant and requisite records are being maintained properly.
That proper arrangements are in place to safeguard against negligence
or omission to levy or collect taxes or to authorize refunds.

That adequate control and monitoring mechanisms have been devised
to prevent loss or leakage of revenue.

That there has not been any loss or leakage of revenue on account of
lacunae or loopholes in the rules framed for the purpose or on account
of avoidable delays in the issue of the necessary notifications and
orders.

That the machinery for detection of cases of evasion is adequate.

That the cases pending in courts of law or before appellate authorities
have been pursued adequately and appeals, wherever justified or
considered necessary, have been filed within the period of limitation.
That a proper receipt is issued by the institution to the persons from

whom the amount is received on behalf of the institution and record of
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all the receipt books used in the institution is kept on the following

Proforma.

Detail of Receipt Books Account:

Date of No. of Sr. No. of | No. of forms in | Signature of

receipt of Receipt | the Receipt | the Receipt | the

Receipt Books Books Book referred | custodian of
Books received to in Col.No.3 | Receipt Book
1 2 3 4 5

Signature of Date of Sr. No. of the | Signature of | Remarks
the officer issue of Receipt Book | the official to
attesting the Receipt | issued for use. | whom issued.

entry made in | Books for

the Stock use.
Register
6 7 8 9 10
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CHAPTER -2

AUDIT CODE OF PROFESSIONAL CONDUCT

2.1 INTRODUCTION

The HP State Audit Department of Himachal Pradesh is an independent
agency reporting to the State Finance Department. The HP State Audit Department
Is vested with the authority to conduct audits on any matter within its jurisdiction.
It is within this context of the increased delegation of authorities to departments
that the HP State Audit Department is strengthening its audit function, which is
carried out by the Audit Staff. The Audit Code of Professional Conduct adds to
the professional discipline required in the conduct of audits. Along with the audit

and other policies, it guides Audit Branch employees on a daily basis.
2.2 EFFECTIVE DATE
(To be added after notification)

2.3 APPLICATION

This Audit Code of Professional Conduct applies to all the Auditors within
the HP State Audit Department and to those officers/employees of the Departments
who may be involved in the conduct of an audit. Within the Audit Branch,
auditors include all officers/employees of the Audit Operations of Resident Audit
Schemes and the Circle Audit Parties and those officers/femployees of the
Department, who may be involved in the conduct of an audit. The Audit Branch

encourages all of its auditors to view themselves as professionals, in the sense that
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they aspire to high standards in the fulfillment of their employment duties and take

pride in their accomplishments.

This document sets out the HP State Audit Department’s requirements for
Institution's audit arrangements and gives the broad framework in which they

should operate.

This Code 1s the HP State Audit Department’s view on how effective audit
coverage can be achieved. It also provides an overview of the roles and
responsibilities of the Audit staff of the HP State Audit Department.

Within this Code 'must' and 'will' denote mandatory requirements, and
'should' denotes the Department’s view of good practice. 'May' indicates ideas
worthy of consideration. The Code also includes a number of 'model' documents.
These are for guidance only and, together with the good practices set out, should
be used with discretion. They may need adaptation to meet local circumstances.
Additional guidance is available from the HP State Audit Department. The
Department will assess compliance with these requirements, having regard for the
guidance on good practice, and all the audit arrangements that an institution has in

place.

The Code is primarily for use by the auditors, and audit parties. It should be
read with the relevant publications, circulars and other guidelines issued from time
to time. More detailed advice on any aspect of the Code is available from the
Department. The Code is intended to be a manual. Institutions should also
consider to develop their own manuals to detail their own procedures for audit-
related matters. The Department may also supplement the Code with occasional
Audit Practice Notes (APNSs) and circular letters, giving guidance on good practice

in specific areas.
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The rest of this Code deals with the separate elements of audit arrangements,

and sets out guidance on general principles of audit.

To obtain assurance that institutions are making proper arrangements to
ensure that public funds are being used and are adequately safeguarded and that the
institution’s funds are utilized for the purposes for which they were given, audit
staff of HP State Audit Department should periodically assess compliance with this
Code and assess the internal management controls of institutions. The governing

body of the institution is responsible for ensuring the proper use of public funds.

Note.— The word ‘Auditor’ wherever it appears in this ‘Code’ includes
incharge audit parties, Section Officers as well as Junior Auditors and Independent
auditors; it also includes all audit employees of the audit operations of Resident
Audit Schemes and the Circle Audit Parties as well as those officers of the

Department who may be involved in the conduct of an audit.
2.4 RESPONSIBILITIES

The HP State Audit Department will undertake a programme of work, over a

periodic cycle, to achieve the following objectives :—

(a) To appraise the soundness, adequacy and application of financial and
other controls.

(b) To ascertain the extent of compliance with established policies and
procedures.

(c) To ascertain the extent to which assets and interests of funds provided
to or by the council are properly controlled and safeguarded from losses
of all kinds.

(d) To ascertain that accounting and other information is reliable as a basis

for the production of accounts and other returns.
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(e) To identify and test where appropriate, the controls established to
ensure the integrity and reliability of information used.

(f) To ascertain that the systems of control are laid down correctly and
operate to promote the most effective, efficient and economic use of

resources.
2.5 ROLE, SCOPE AND TERMS OF REFERENCE

The primary role of audit is to ensure that an institution must establish that it
has sound systems of control which help to ensure the following parameters.

(@) The institution's objectives are achieved as far as possible.

(b) The efficient, effective and economical use of resources is promoted.

(c) Adherence to management's policies, directives and established

procedures and compliance with any relevant laws or regulations.

(d) The institution's assets and interests are safeguarded - particularly from

losses arising from fraud, irregularity or corruption.

(e) As far as reasonably practicable, the integrity and reliability of

accounting records and other information are established.

Accordingly, the audit service must embrace the whole internal control
system of the institution, including all its operations, resources, staff, services and
responsibilities for other bodies. It should cover all activities associated with the
Institution, including those to protect it in its dealings with any subsidiary or

associated institutions or any other activity in which the institution has an interest.

While it is the responsibility of management to promote value for money,
auditors can specifically assist with this process as they have a responsibility to
consider value for money in their routine audit work. This may include, among

other things, considering:—
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(a) Systems for planning, budgeting and controlling capital and revenue
income and expenditure.

(b) Personnel, estates and information systems management.

(c) Arrangements for managing the assets of the institution.

(d) Proper codification of responsibilities, authority and accountability.

(e) Monitoring results against predetermined objectives.

Auditors should not question policy objectives, but should consider the
effects of policy, the arrangements by which policy objectives have been

determined and the means for achieving those objectives.

Auditors may also assess the adequacy of the arrangements in place to
prevent and detect irregularities, fraud and corruption. However, the primary
responsibility for preventing and detecting corruption, fraud and irregularities rests
with the management, who should institute adequate systems of internal control,

including clear objectives, segregation of duties and authorization procedures.

The audit service should have formal terms of reference, agreed by the

governing body of the institution and the audit department.

2.6 INDEPENDENCE AND STATUS

Independence is fundamental to the effectiveness of an audit. Therefore,
while the auditor may consult the senior management on audit plans, these plans
should be submitted to and be approved by the Director-cum-Examiner H.P. State
Audit Department/Additional Director. Auditors may also carry out additional
work at the request of management, including investigations, provided such work
does not compromise the objectivity and independence of the audit service or the

achievement of the audit plan and should invariably be approved beforehand by the
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Director-cum-Examiner, H.P. State Audit Department/Additional Director.
Accordingly, each institution should satisfy itself that the independence of the
audit service has not been affected by the extent and nature of other work carried

out.

Audit services should not have any management responsibilities other than
for conduct of audit. The reporting arrangements should take account of the nature

of audit work undertaken.

Audit should be seen to have sufficient status, respect and support within the
institution. To be effective, the head of audit staff, or equivalent, must have direct
access to the institution's designated officer and, if necessary, to the chairman of
the governing body. Auditors must also have unrestricted access to all records,

assets, which is necessary for smooth conduct of audit.

2.7 ASSESSMENT OF AUDIT NEED

An assessment of audit need will help the institution’s governing body to
judge the effect of any decision they may take regarding audit scope or resources.
The audit needs of an institution should be determined without regard to

constraints such as the time and resources, which may be available.

The needs assessment process should involve :—

(@) Identifying all areas of work by system and sub-system.

(b) Determining how systems will be grouped for audit purposes.

(c) Seeking senior management's views on which areas or particular factors
are considered high risk.

(d) Assessing the vulnerability of each area of work.
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(e)  Determining the period over which all systems should be audited and
the frequency of review.

(f) Estimating the resources required to meet audit needs.

Where existing resources are inadequate to meet the assessed need, the head
of audit unit should refer to the governing body, through the designated officer.
They should then decide, on the advice of the institution, whether :—

(@) Additional resources should be provided.

(b) Audit scope or time-scales and hence assurance, should be modified.

Audit results should be continually assessed. Critical areas, which warrant
considerable attention or early audit examination, may not have been recognized in
the initial assessment of audit need. Similarly, some areas may be found to warrant

less attention.

2.8 AUDIT PLANNING PROCESS

All plans should be achievable and promote the efficient use of resources.
They should be based on the Risk Based Approach, priorities, indicated in the audit
needs assessment and the actual resources available. Their precise nature will
depend upon the complexity and size of the institution, but they should reflect the

need for long-term, short-term and individual work plans.

The work of the audit should be planned at each level of operation. The head
of audit wing should prepare plans to carry out the responsibilities of the audit unit.
Systematic planning helps an audit unit to achieve its objectives and helps
those with responsibility for reviewing the plans. Plans should cover all systems

and should - —
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(a) Establish a schedule of systems assessed as requiring review and a
period within which it is desirable that each of these systems should be
examined.

(b) Define the tasks to be performed.

(c) Assist in the direction and control of work, identifying critical areas,
setting target dates and allocating resources.

In order to plan adequately the head of audit unit should :—

(@) Define audit needs based on the terms of reference.

(b) Identify the staff and other resources needed and reconcile these with
available resources.

(c) Agree the time period of audit plans.

(d) Record all plans in writing.

(e) Monitor works against the plans and revise them accordingly.

The emphasis of audit plans will change from time to time. This may result
from, for example, changes in the services provided or in institutional priorities.
Plans should be sufficiently flexible and have adequate provision for contingencies
to allow prompt response to unscheduled work.

Audit plans should be based upon a comprehensive understanding of the

Institution and the way it operates.
Development of an Overall Plan

The auditor should consider the following matters in developing his overall
plan for the expected scope and conduct of the audit :—

(@) The terms of his engagement and any statutory responsibilities.

(b) The nature and timing of reports or other communication.

(c) The applicable legal or statutory requirements.

25



2.9

(d)

(€)
(f)
@)
(h)

(i)

()

(k)
()

The accounting policies adopted by the client and changes in those
policies.

The effect of new accounting or auditing pronouncements on the audit.
The identification of significant audit areas.

The setting of materiality levels for audit purposes.

Conditions requiring special attention, such as the possibility of
material error or fraud.

The degree of reliance he expects to place on accounting system and
internal control.

Possible rotation of emphasis on specific audit areas.

The nature and extent of audit evidence to be obtained.

The work of internal auditors and the extent of their involvement, if any

in the audit.

(m) The involvement of experts.

(n)

Establishing and coordinating staffing requirements.

REPORTING

The auditors shall report whether:—

(a)

The financial statements give a true and fair view of the state of the
institution's affairs and of its income and expenditure, recognized gains

and losses and statement of cash flow for the year.

(b) Funds from whatever source administered by the institution for specific

purposes have been properly applied to those purposes and, if relevant,

managed in accordance with relevant legislation.

The department should determine arrangements after consideration of

significant audit recommendations, which the audit considers, has not received
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adequate management attention. It is important that the reporting arrangements do

not compromise the independence or objectivity of the internal audit service.

At the end of each audit assignment, the auditor should provide a written
report, which sets out the findings, conclusions and recommendations arising. At
least for all systems based audits, it should also give an opinion on the adequacy
and effectiveness of the system.
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CHAPTER -3

BASIC REQUIREMENTS FOR CONDUCT OF AUDIT

3.1 GENERAL PRINCIPLES FOR THE AUDITORS

These general principles for auditors are intended to supplement, not to
replace, those issued by the Department from time to time. This is necessary
because the audit of Public Funds is different from those in the private commercial

sector, since auditors are also concerned with the Department’s requirements.
Auditors should avoid the following:

a) Official, professional and personal relationships which might cause the

auditor to limit the extent or character of the audit.
b) Any responsibility for the executive management of the institution.

C) Any interest, financial or non-financial, direct or indirect, in the institution,

Note-1. — The Section Officer or other officer/official is the in charge of
audit party and the Junior Auditor(s) works under him. In special cases the
Director-cum-Examiner, HP State Audit Department may at his discretion require

a Junior Auditor to work as an independent auditor.

Note- 2. — Section Officer/in charge should ensure that Junior Auditors carry
out the processes of audit. If any process is omitted, the Section Officer/Incharge
will be held responsible for the omission but for detail scrutiny the responsibility
for the omission/irregularity would be that of Junior Auditor who conducted the

audit. In case higher authorities subsequently detect any omission/irregularity,
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which should have been detected in the audit, the Section Officers/Incharge would
not be allowed to shift the responsibility to their assistants.

Note- 3. — The Section Officer/Incharge should review the work of Junior
Auditor. The defects notified during review should be explained to the Junior
Auditor to avoid its recurrence.

Note-4.

concept should not depute their assistant Junior Auditors to take up simultaneously

The Section Officer/Incharge while occupied with the audit of one

any other account without previous approval of the Director-cum-Examiner, H.P.
State Audit Department/Additional Director/ Joint Director.

3.2 DUE PROFESSIONAL CARE

In exercising due professional care, auditors should :(—

(a) Take reasonable steps to obtain information relevant to the audit.
Auditors should take into account information from the institution, any
changes in legislation, and the results of previous audit work.

(b) Keep up to date with developments in professional matters.

(c) Look out for and take into account any unusual circumstances.

(d) Consider audit objectives and plan work to adhere to them.

(e) Document the conclusions arising from the planning process and detail
a budget for staff and time.

(F) Discuss the main features of the audit with the institution.

(g) Ensure that as far as possible, audits are staffed with suitably qualified
and experienced personnel and that work is properly controlled and
reviewed.

(h) Co-ordinate the work of specialist staff.

(i) Ensure that conclusions are adequately supported by reliable evidence.

This evidence should be sufficient for an experienced auditor with no
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previous connection with the audit to ascertain what work was done and
how the conclusions were reached.
(j) Maintain objectivity at all times.

(K) Preserve confidentiality where appropriate.

3.3 INTIMATION FOR TAKING AUDIT/INSPECTION

An intimation to commence the audit should be issued to the head of the
institution concerned as far as possible a week or ten days before the audit is taken
up so as to consider and permit the institution for postponement of the audit, if any

representation is received before the audit party proceeds for taking up the audit.

3.4 CONTACTING THE ADMINISTRATIVE AUTHORITIES

The first duty of the Section Officer/Incharge on visiting the station should be
to call upon the highest administrative authority of the fund/Institution, the account
of which is to be audited. He should, if necessary, call upon the administrator of
the funds/institutions as often as is necessary to ensure smooth conduct of audit

and to apprise him of the matters of importance.
3.5 APPROACH TO AN AUDIT

The essential features of an audit are;:—

(@) To make a critical review of the system of bookkeeping, accounting and
internal control.

(b) To make such tests and enquiries as the auditors consider necessary to
form an opinion as to the reliability of the records as a basis for

preparation of the accounts.
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(c) To compare the financial statements, profit and loss account and
balance sheet with the underlying records in order to verify whether
they are in accordance with law, wherever applicable.

(d) To make a critical review of the financial statements, in order to make a
report thereupon, stating whether, in the opinion of the auditors, the
accounts are presented and the items are described in such a way that

they show true and fair view of the organization.

In recent years the size and complexity of organizations have increased
enormously with a corresponding effect on accounting system wherein fairly
simple books of accounts provide all the necessary and far more sophisticated
methods of record keeping are now in use. Computers have become an integral

part of accounting system of many organizations.

For an intelligent efficient audit or inspection of accounts, it is necessary that

Auditor should concentrate on the followings aspects;

Auditor should have an intimate acquaintance with various Acts, Codes,
Statutes and Manuals relating thereto, and he should also be conversant with the
subsidiary rules and orders issued from time to time. It should be ensured that rules
are strictly enforced.

Sometimes some informality, some irregular payment or some slight
discrepancy is detected in the course of audit. The general tendency is to embody
this in a formal objection statement, which in course of time is replied to, the
requirements of audit department are complied within a particular case in question,
and then the matter ends. But the case should not be winded up at this stage. Small

circumstances like cited above may lead to the detection of large irregularities or a
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defect in the system liable to lead to fraud and their value and importance must be

borne in mind.

If the auditors avoid frivolous objections and convince the officers by the
manner in which they go about, if they consider that they are working there not to
complicate the procedure but to simplify it, not merely to criticize, but to assist,
they will meet with little difficulty in this direction. They should assist the client
organization with advice and show, by means of practical examples, how the
account registers should be posted and thus endeavour to eliminate the possibility
of mistake in procedure due to ignorance. It is better to prevent mistakes in
procedure than to discover after they have been committed. Auditors should use

courteous language in drafting objections.

Section Officer/Incharge should devote his time chiefly to the broader and
more important aspects of client organization’s finances. Checking of classification
of various accounts, seeing whether the budget allotment has not been exceeded
etc., have no doubt their importance but the real important work of Section
Officer/Incharge personally should be in the direction of suggesting fresh sources
of revenue to the client organization and even more important, perhaps, in
suggesting suitable measures to stop leakages in operative system of revenue.
Junior Auditor should be directed to apply the routine checks like checking totals,
service postage stamps accounts, stock entries, checking of APRs, arithmetical
checking of payments etc. and the Section Officer/Incharge should review their
work. Section Officer/Incharge should not treat himself as auditor but as a
financial advisor to the client organization. The tendency of finding few points for
the Audit Report and as soon as that is achieved, to slack off thereafter is the most
dangerous. The real aim should be proper appraisal of the results of audit by going

at the root of things and suggesting effective measures to prevent the recurrence of
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irregularities detected during the course of audit. It is of no use wasting time in
pointing out numerous technical mistakes, but if that time is utilized in ensuring
that only one really important or serious irregularity has been stopped for all the
times to come by personal discussion with the Head of Department concerned and
explaining him and to his staff, implications of the irregularity and by practically

showing the way to stop it, he should have done some real work of abiding nature.

Auditors should not merely audit the payment vouchers as a mechanical check
seeing that a proper acquaintance is attached with the voucher in support of
payment and that the amount has been paid to the actual payee or that the rates etc.,
charged are arithmetically correct and in accordance with the standard schedule of
rates. In order to apply the higher functions of audit, it is necessary to see that the
charges in the bill are not extravagant. In such cases, however, no hard and fast
rules can be laid down, as it demands exercise of great intelligence and due care of
the Auditor.

Note-1. — No Auditor is competent to undertake any investigation, which is
not strictly within the scope of audit. If anything important is noticed during the
course of audit, it should specifically be brought to the notice of Director -cum-
Examiner, H.P. State Audit Department. In no case can Auditors undertake any
special investigation work of any kind at the instance of the Administrative
Authorities without sanction of the Director-cum-Examiner, H.P. State Audit

Department/Additional Director.

Note-2.— Auditors should confine themselves to the facts, which have a
bearing on the accounts. They should not touch finances and matters not falling

strictly within the scope of audit.
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3.6 ASSISTANCE TO CLIENT ORGANISATIONS

There is an increasing demand from the client organizations, under auditorial
purview, to provide something more than a critical review of the past and the
modern approach to the audit is such that the auditor is better able to provide the

client organization with advice for the future.

Audit staff is encouraged to make suggestions to the organization concerned
for improvements in the accounting system where they think such changes are

appropriate.

At present the main method of providing such advice is overview of the major
irregularities and audit reports sent to the client organization, usually at the end of
audit, informing them of weaknesses in the system which have been found in the
course of audit. The essential point of such overview/report is to provide

constructive advice for the future.

Another method of providing assistance to the client organization is by
making constructive suggestions about administration of the accounting system.
Such suggestions enhance the benefits of the examination to the client organization
by new ideas, which improve the efficiency of the organization. The method of
presentation of these suggestions calls for considerable care and tact; suggestions
should be soundly based. Unless desired by the client organization, audit staff
should not extend enquires beyond required for forming an opinion as to whether

the accounts show a true and fair view.

3.7 TAKING OVER CHARGE

When an Auditor takes over charge of a circle during the course of audit, he
should obtain from the outgoing auditor a statement of the accounts audited up to
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date. If the charge takes place when an audit is in progress, the relieved auditor
should supply full details of work done to his successor and these should
accompany the Draft Audit Report for record in the Headquarter Office. He
should hand over to his successor the notes and orders, etc., received by him in

connection with his circle from the Headquarter Office as Circle Auditor.

3.8 PRODUCTION OF RECORD FOR AUDIT

Auditors must ensure that all the registers, accounts, files and other record
required are produced in audit. Requisition for supply of information’s/record
should be issued in the beginning of audit of the institution, the accounts of which
are to be audited. Omission on the part of client organization to put up necessary
accounts, if not asked for, sufficiently in advance of the conclusion of audit is not
an adequate ground for failure to conduct the audit. If an Auditor states that he
asked for the particular record, but that was not produced, he must be able to prove

it from the requisitions.

Note-1.

head of accounts are not made available and incompleteness of the records and

If in any case, complete accounts/records of an individual item or

information supplied are not sufficient to conduct the audit smoothly, the matter
should be promptly brought to the notice of the head of the institution and in the
event of failure on the part of head of institution for production of record, the
matter should be brought to the notice of the Headquarter Office setting forth the
full facts, for deciding if the audit should be suspended. Till orders are passed, the

Auditor should continue to check the items for which papers are available.

Note-2.— The Auditors should not omit to exercise the prescribed checks if a
part of the record is not available. He should exercise all the prescribed checks and

specifically raise objections if any of the subsidiaries is not made available.
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3.9 WEEKLY DIARY

Section Officers//Incharge working in the circles are supplied with copies of

official diaries. The entries of work done should be made each day or on the

morning of the next working day. On Saturday or the last working day of the week

entries of the work done during the week should be copied into the Weekly Diary

Report in stereo form L.A.D. No. 12 and submitted to the Director-cum-Examiner,

HP State Audit Department the same day. The weekly diary should be the exact

copy of the diary in which he and his assistant(s) note the amount of work done by

them daily. In Resident Audit Schemes, the record of weekly diaries submitted by

the staff is kept by the in charge of respective schemes. Circle Auditors should

enter in the diary the following information:—

(i)

(ii)
(iii)

(iv)
(V)

Programme for the next three weeks, the stations to which he proposes
to proceed, the probable dates of departure from and arrival at each
station, the estimated dates on which he expects to finish each audit and
taking up fresh audit.

The details of work done each day during the week.

The time spent for the removal of old objections and the number of old
objections removed or settled during the week.

Residential address at the place where auditor is working, the place at
which the dak should be sent during the next three weeks any any
subsequent change should be intimated to Head Office as and when
occasion arises.

Timings of transit taken from one station to another.

Address where the auditor can be contacted if he is on joining time on

transfer or on leave.
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Note.—Auditors should attach with their weekly diary a copy of the
orders issued by the Local Authority concerned in respect of any local
holiday, which is observed in the office in which they are conducting

the audit, otherwise they would be treated as absent without leave.

Section Officer (Technical) should bring to the notice of the higher authorities
every week cases of delay in the submission of auditor’s diaries. He will make it a
special point to see from the diaries that the auditors while in transit have taken no

undue time from one place to another.

3.10 MONTHLY REPORT

To enable the Director-cum-Examiner, HP State Audit Department to watch
the progress of work and to arrange for assistance if necessary, Resident Auditors
should submit monthly reports to the Head Office containing outstanding
advances, total amount of adjustments made and number of outstanding audit paras
settled during the month in the Resident Audit Schemes. These reports should be
submitted to the Head Office on the last working day of the month to which they
pertain, consolidated by the programme assistant and submitted to the Director-
cum-Examiner, HP State Audit Department by the Section Officer (T) on the 7" of

ensuing month.

3.11 STAMP ACCOUNT

Auditor should keep a dispatch register in the following form :—

Sl. Date Name of Particulars Stamps Balance Remarks

No. Addressee affixed
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Auditor should submit stamp account expenditure (extract from the dispatch
register) on the last day of each month. The Inspecting Officer will verify the
balance by actual counting while on inspection.

Note.— In order to exercise economy in the use of service postage stamps,
auditors should dispatch day-to-day dak to the Head Office on Wednesday and
Saturday, excepting audit reports, important papers or other returns to be submitted
on some fixed dates. In the event of Wednesday and Saturday being holiday, the

dak can be dispatched on the next working day.

3.12 AUDIT WORKING PAPERS/ROUGH SHEETS

The main objects of preparing audit working papers are—

(@) To clarify the thinking of those by whom they are complied; exposition
in writing often reveals points, which have been overlooked or not fully
understood.

(b) To enable the accounts and audit to be independently reviewed and
evaluated.

(c) To provide for future reference a record of all material features of the
accounts, of the audit tests applied to them, and of the information and

explanation received.

To fulfil the objectives, the working papers/Rough Sheets should provide in a
clear and convenient form all the information needed for the decisions to be taken
in regard to audit, these decisions add to the adequacy of the audit, the scope of
improvement whether in effectiveness or economy, the validity of the accounts,
any recommendation which should be made to the client organization or any point
which should be further taken up with them and the opinion which auditor’s report

on the accounts should express. In providing this information the working
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papers/Rough Sheets not only enable these decisions to be taken properly but also
provide, the means of justifying them in the event of any subsequent challenge or
enquiry and for guidance and saving of time for those coming new to the job on
subsequent occasions. Working papers/Rough Sheets should be prepared in such a
manner that on conclusion of audit they could if necessary are reviewed without
the presence of audit staff that prepared them. They should therefore give full
details of the source of the information shown, the work done should be in
conformity with them and notes of the conclusions reached as a result of the

examination.

Section Officer/Incharge should maintain a note-book in which they should
keep notes of all important points relating to the accounts in their circle and any
other instructions which may from time to time be issued by the Headquarter
Office in connection with audit of accounts etc. If any of the accounts are at a later
stage allotted to some other auditor, it will be the duty of the Circle Section
Officer/Incharge to refer to his note-book and intimate the connected points to the

auditor concerned.

3.13 DISPOSAL OF PREVIOUS AUDIT REPORTS

The first duty of an Auditor should be to see that deficiencies pointed out in
the previous audit report and objection statement have been remedied as promised
in the annotated replies, either by the production of the required documents, by
recovery of overpayments or by adoption of the procedure suggested. The further
correspondence, if any, on the replies should also be pursued with a view to
ensuring how the several matters referred to were eventually settled. In all cases
where the promised action has not been taken, attention should at once be drawn to

the matter and in cases of recoveries or missing documents, the client office should
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be given every opportunity of repairing its previous omissions before completion
of the audit. If, however, the promised recoveries have not been affected or the
required documents etc. are not produced till conclusion of the audit, the fact
should be clearly mentioned in the audit report with additional remarks as are
called for. Auditors should particularly see that in case of serious irregularities as
pointed in the previous audit, the actions should have been taken by the client
organization. If no action or partial action has been taken and the results are
unsatisfactory, he should report the matter separately to the Headquarter Office for

taking up the matter with the Administrative Department.

Note-1.— Section Officer/Incharge should at the commencement of the audit,
inform to the highest administrative authority of the client organization concerned
that he is going to devote so many hours each day or full days, as the case may be,
solely for the disposal of old objections and suggest that suitable arrangements
should be made for collection and production of record along with annotated

replies to the old objections during the course of audit.

Note-2:— The job of disposal of old outstanding audit objections should not

be left till the current audit is over.

Note-3:— Auditors should appreciate the true significance of various
objections. It is duty of every Section Officer/Incharge to review the old objections
statements thoroughly and if necessary to recast frequent nature of audit objections
in the current report with up to date position. In such a case the Section
Officer/Incharge in his own handwriting should give a cross-reference across the
old objection. The Section Officer/Independent Auditor should record his reasons
in clear terms, in the margin of the Draft Audit Note in the case of such transfer of

objections.
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Note-4.— It is not sufficient to see that an annotated copy has been prepared
and submitted. It has also to be verified that it was submitted within the prescribed
period failing which the auditors should clearly state in Part | of their Draft Audit
Report, the date on which the audit report was received in the office of client
organization and the date on which the copy of annotated replies was forwarded to
the Director-cum-Examiner, H.P. State Audit Department. The delay should be
objected to and references to the Government orders prescribing the period for this
purpose should invariably be mentioned. Where the annotated copy is not
submitted even till commencement or conclusion of the next audit, it is not
sufficient merely to point out this omission in part | of the audit report. The lapse
on the part of client organization should specifically be brought to the notice of the
Directorate/ Administrative Department of client organization as well as Director-

cum-Examiner, HP State Audit Department in such cases.

Note-5:— Section Officer/Incharge should issue requisition calling from the
head of the institution of the client organization concerned and study the
observations of Government, if any, in respect of the last audit report and see
whether any action as desired by the Government has been taken. If no action has
been taken on the observations of the Government, they should in their audit report

incorporate suitable comments containing these observations.

Note-6:—Auditors should see that if an objection in its original form has been
met, fresh observation on the system relating thereto, record or document, if any,
should appear in Part —I1 of the current audit report. An old objection should under

no circumstances be kept alive if it has met its original form.

Note-7:—At commencement of the audit, Section Officer/Incharge should

Issue a requisition to the head of the institution of the client organization concerned
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whose accounts are to be audited requesting him to arrange for production of the
record which was not produced in the last audit and the details of which are noted
in the last audit report. The record should be checked with respect to the
requirements of audit and defects, if any, should be incorporated in the current

audit report.

Note-8:— All objections which remain outstanding for over five years should
be examined with particular care and if the Section Officer/Incharge feels that he is
not competent to withdraw them after verifying the connected record, they should
refer all such objections along with replies of the institution to the Head Office for

consideration.

Note-9:

be entrusted to the Junior Auditors.

Removal of objections is an important job and should not ordinarily

Note-10:— Section Officer/Incharge should ascertain whether the Director-
cum Examiner, H.P. State Audit Department or any other Officer of HP State
Audit Department has issued any Inspection Note on the inspection of any
accounts carried out by him and sees that the defects have been remedied. The

unsettled points should be taken in Part-I of the audit report.

3.14 DRAFTING OF AUDIT REPORT

Arrangements

The Section Officer/Incharge himself leaving one third of the page for
corrections should draft audit report. The audit reports should be drafted on one
side of the paper. If the draft audit report is typed it should be on double space and
rice paper should not be used. The audit report should ordinarily be divided into

three parts, namely:
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Part-1—should deal with all the previous outstanding objections. Each year’s
outstanding audit objections should be numbered (1), (2), (3) and so on. Various
paragraphs of each audit report should be then serially numbered (i), (i), (iii) and
so on. In each sub-para the objection should be briefly repeated and action required
to remove it should be specified. Part-1 should be so drafted that the action taken

could be verified without referring to the original audit report.

Part-11— should start with the second para, which show the names of the
persons conducting the audit, the period of audit, the date of commencement and
conclusion of audit. Para 3 should specify the audit fee, if any, recoverable in
respect of the audit. The fourth para should depict the financial position of the
organization whose accounts are audited. Investments/grants-in-aid, if any, should
also be detailed. Paragraph five should contain a brief review of outstanding
temporary advances. The draft audit report should then incorporate the important
objections detected as a result of current test audit, which should be arranged in
accordance with the importance of objections. All objections, which are based on
specific rules and orders, should appear in Part-1l and reference to such rules and

orders should be quoted in the paragraph concerned.

Part-111—of the draft audit report should contain objections which are raised
as High Audit Functions and the last but one paragraph should specify whether any
minor objections statement containing audit objections with recoveries of less than
Rs. 1000/- has been issued in connection with the audit or not. The last paragraph
should represent the conclusion, which should be a summary of important
irregularities. It should not contain praise or personal remarks on any person. If any
Section Officer/Incharge feels that such remarks are necessary he should
recommend the needful either in the Forwarding Memo or in the margin of the last

paragraph and the Headquarter Office will weigh the recommendations on the
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basis of the material in the audit report and, if necessary, may add the remarks at

its own level.

Note-1— In Resident Audit Schemes of Universities and H.P. Board of
School Education; the Annual Audit Report should be drafted containing the

information’s as depicted in Annexure ‘C.

Note-2— Section Officer/Incharge must prepare the overview containing
synopsis of important findings noticed during the course of audit along with a
financial analysis report of the institution indicating therein the serious
irregularities occurring and reoccurring in the last three reports commenting
therein on the following points: —

(i) Substantial increase in expenses on establishment i.e. salary & wages
paid to various categories of employees as compared to income of the
institution.

(if) Substantial increase in office expenses as compared to income of the
institution.

(iii) Substantial increase in the expenses incurred on purchase of stores and
stock articles as compared to income of the institution.

(iv) Substantial increase in the expenses incurred on repair and maintenance
of vehicles as compared to income of the institution.

(v) Substantial increase in the expenses incurred on purchase of fixed
assets in a particular year in relation to total expenditure of the
institution in a particular year.

(vi) Substantial decrease of income including income from rent of shops,
market fees, interest income and other receipts etc. in a particular year

as compared to previous or succeeding years.
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(vii) Substantial increase in the total amount of accumulated/unadjusted
advances. Reasons for accumulation of unadjusted advances and
suggestions for speedy adjustment thereof may be incorporated in the
report.

(viii) Amount deposited with the executing agencies for carrying out
deposit works needs to be commented upon with respect to steps taken
by institution to monitor the periodical progress for timely completion
of work and verification of utilization/completion certificates.

(ix) Amount detected as misappropriation and embezzlement needs to be
commented upon with reference to reasons for occurrence and
suggestion to the institution for taking up precautionary/corrective
measures to plug the loopholes and to avoid reoccurrence of such
lapses, in future.

(x) Comments on improper maintenance of cash book viz. un-
authentication of entries including closing balances, non- accountal of
interest received on FDRs/saving accounts, reconciliation with banks,
details of un-encashed cheques at the close of each month etc.

(xi) Comments on non-production of record.

(xii) Non-adherence to rules & regulations contained in the Act,
Statute/Ordinance, Account Manual of the respective institution and
Govt. instructions wherever applicable/adopted by the institution.

(xiii) In the event of non-existence of rules & regulations contained in the
Act, Statute/Ordinance and Account Manual in any particular
institution, the Govt. instructions will be applicable mutatis-mutandis.

Deviation, if any in such cases may be commented upon.

45



Financial Analysis Data

Financial analysis report of the institutions (other than funds audit of
educational institutions) must be submitted in the form of comparative chart
containing the following data:

(i) Head wise and sub-head wise expenditure of the institution for the past
three years.

(i) Head wise and sub-head wise income of the institution for the past three
years.

(iii) Detail of Fixed Assets of the institution for the past three years with
break-up of individual item of Fixed Asset.

(iv) Detail of Current Assets of the institution for the past three years with
break-up of individual item of Current Asset.

(v) Detail of Long-Term Liabilities of the institution for the past three years
with breakup of individual item of Long-Term Liability.

(vi) Detail of Short-Term Liabilities of the institution for the past three
years with breakup of individual item of Short-Term Liability.

(vii) Detail and amount of Corpus/General Fund of the institution for the

past three years.

In case of major variation in any of the items or sub-items mentioned in the
foregoing paragraphs (i) to (vii) above, in a particular year as compared to previous
or other years, reasons for the same may be clearly be depicted in respect of each
para pertaining to expenditure on establishment and other matters in the financial

analysis report of the institution.

Note-2— Total expenditure of the institutions (other than funds audit of

educational institutions) incurred on the establishment of the staff may be
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compared with the total income and if the increase in the expenditure is substantial
as compared to total income due to recruitment of new staff or otherwise then
observations may be raised in the audit report apart from incorporating the same in

the financial analysis report of the institution.

Note- 3

per cash book and pass book/bank statement along with interest allowed/credited

Financial position of the funds in case of educational institutions as

may be indicated separately in respect of all funds collected in these institutions.

Note- 4— Embezzlement and Misappropriation cases may be sent separately

in advance to the Headquarter Office.

The instructions contained in the following paragraphs should be kept in view
while drafting the audit report:

(i) Audit report should be written in a clear and concise manner. Its length
does not judge the value of audit report. Every point must be clearly
expressed so that there can be no doubt as to the meaning of the point at
‘issue’. It should be clearly and neatly written. Abbreviations should on
no account be used and dates should be given in full. Auditors should
take particular care to use courteous language and charge of explicit or
implicit dishonesty or misrepresentation, which is usually so hard to
substantiate, and which the officers of Funds audited resent, should be
avoided. A tactful drafting and use of the phrases as ‘it appears’, ‘it
seems’, ‘possibly’ or ‘it may be likely that’ often dilutes the
unpleasantness in such cases and at any rate leaves the way open for a
reasonable answer.

(if) Serious notice will be taken if any important defects or irregularities

omitted are subsequently discovered, and unless the general remarks
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(iii)

(iv)

(V)

(vi)

show an intelligent appreciation of the correct state of accounts, no
consideration will be given to mere mention in the audit report, fairness
in the objection statement of the irregularity that turn out to be
embezzlement.

Only matters, which are beyond the scope of the Head of Office and
serious cases of dereliction of duty and embezzlement, should be
included in the audit report and minor objections relegated to the
objection statement.

Audit is concerned with facts only. Irregularities should be commented
upon without specifying the names of the individuals responsible for
the same. Only in cases of very serious dereliction of duty or
embezzlement, should the designation of the officers be mentioned.
Such cases should, however, not be very frequent. The Auditors should
state facts with utmost accuracy. There is room for difference of
opinion but the fact must be unassailable.

Care should be taken to see that every paragraph comprises of three
distinct parts; first, a statement of facts, next the rules or orders
infringed and the nature of irregularity and then the action required for
removing it.

Auditors should be prepared to defend fully against a potential
challenge of any and all audit findings, conclusions and observations
they record in the audit reports. Auditors should ensure that the
evidence supporting an audit report is appropriate in quality and
quantity and is supported with document, rules and regulations, which
are infringed by the institution to make a convincing case for the

conclusions reached.
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(vii) When higher sanction is called for, the rule under which the authority

sanctioning in the first instance is not competent must be distinctly
stated and the authority whose sanction is necessary be specifically
named. Terms like “This appears to require higher sanction or the

sanction of the competent authority is needed” should not be used.

(viii) The Auditors should discuss the objections with the Head of Office

(ix)

(xi)

concerned. Minor points, which can be settled by personal discussions,
should be settled without bringing them in the draft audit report, the
reasons for doing so being recorded on the requisition concerned. In
case, however, an auditor is of the opinion that explanation rendered is
not satisfactory, the administrative viewpoint with its rejoinder should
be incorporated in the audit report in a faithful manner.

Auditors should draw attention in audit reports to cases where the
balance of any Local Fund is too low or is without any reason being
allowed to accumulate unduly. Auditors should also review any
substantial variations in the receipts and expenditure of the year as
compared with the figures for the previous year and as for as possible
give the main causes which have contributed to such variation.

Auditors should comment in the audit report on the excesses over
budget allotments and should call for the sanction of the competent
authority to any excess instead of merely bringing excesses to the notice
without asking for any sanction.

Section Officers/In charge should attach a copy of the audit fee
requisition issued by them to the Administrative Head of the Fund

concerned.

(xii) The paragraph relating to the arrears of taxes, fees, rents, etc., should be

drafted as under:
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Arrears:— The position of the demand and collection of various taxes, fees,

rents etc., as on 31% March, was as under;

Nature of Arrears Demand Total Collections  Balance Percentage of
Tax, fee etc. Outstanding for the year During the collection
as on 1* April Year

(xiv) Section Officers/In charge should not merely attach the various
appendices, e.g. appendices relating to grants, taxes, arrears, etc. as
handed over to them by the officers of client organization, but should
also verify the accuracy of the statements before incorporating them in
the audit report.

(xiv) Auditors while raising objections or commenting upon the action
taken by the client organization, should not trench upon administrative
matters not falling within the scope of audit. Their business is to deal
with facts as disclosed in audit and to suggest remedies connected with
the audit and accounts matters according to Code and orders and not to
meddle with administrative affairs.

(xv) The Audit should present only those findings that are soundly based
on facts and that can stand up to rigorous scrutiny. All audit reports
must meet the highest attainable standards for content and presentation.
They should be written in accordance with audit policies, in clear,
precise and plain language and have gone through an editing/vetting

process.

(xvi) The Auditor must keep in mind that the objection raised in the audit

report should be fully based/supported with relevant rules, orders and
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instructions, unless an objection is raised from an angle where accepted

Cannons of Financial Propriety have been infringed.
3.15 MINOR OBJECTIONS STATEMENT

The assistant, who is actually assisting the Section Officer/Incharge when the
audit report is dispatched, will make the fair copy of minor objections, which have
not been deleted from the first category of the preliminary memos. The objections
statement should not contain the original objections and the reply recorded at the
preliminary stage but each objection should be drafted afresh after taking into
consideration the reply of the client organization. In fact each item of the
objections statement should be self-contained paragraph drafted after due
consideration of the reply and not merely a verbatim copy of the memos issued at

the preliminary stage.

The Auditors while making out a fair copy of the objections statement should
invariably quote the serial number of the objection in the office copy of the Memos

for information.

The Junior Auditor should prepare the fair copy of the objections statement;
the Section Officer/Incharge should vet and issue the fair copy after the receipt of
fair copy of the objections statement from the Junior Auditor. The preliminary
memaos and fair copy of the objections statement should simultaneously be issued

along with submission of audit report.

3.16 SUBMISSION OF AUDIT REPORT

Audit reports of major institutions like Urban Local Bodies, Temple Trusts,
HIMUDA, Market committees, Govt. Colleges etc. should be drafted and
submitted within 30 days of the conclusion of audit and the audit reports of other
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miscellaneous institutions should be drafted and submitted within 20 days of the
conclusion of audit. In case of belated submission of audit reports the Director
cum-Examiner, HP State Audit Department can convey the displeasure whenever
the explanation to late submission is found to be unsatisfactory or where approval
for doing so has not been obtained and further action for issue of warning or other
suitable action may be taken against the defaulting officer/official according to the

circumstances of the case.

Note:— The time allowed for submission of the audit report counts from the
last day of audit. Ex-post facto sanction for belated submission of the draft audit
report would not ordinarily be accorded unless the Director-cum-Examiner, HP
State Audit Department is satisfied that previous permission could not be obtained

due to unavoidable circumstances.

3.17 CONFIDENTIALITY OF AUDIT INFORMATION

Auditors are required by this Code to respect confidentiality of the
information acquired from the client organization. Auditors shall not disclose any
official information or use it for personal reasons without authorization.
Information collected in the course of an audit may only be used for the purpose

for which it was collected and may not be disclosed other than for audit purposes.

The Audit has certain practices and procedures for reporting audit findings.
Disclosure of such official information by auditors shall be only with the
authorization of authorities. In addition, auditors must ensure the security and
confidentiality of all files, whether in the offices of Audit Department or on the
premises of the client organization. Auditee has an interest and a right to know
audit findings and conclusions. Out of fairness to those entities and to ensure

proper verification of conclusions, it is necessary that all audit findings and

52



conclusions be kept confidential until they have been completely substantiated,
processed through an authorized clearance procedure with the audit entity and
approved for release by the authorities. Improper or premature external disclosure
of audit findings can harm the audited entity and cause embarrassment to the
Department. The principle of confidentiality also dictates that all those working in
the Audit Department must be cautious in discussing with friends, relatives and

colleagues outside the Audit Department.
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CHAPTER -4

JOB REQUIREMENTS OF HEADQUARTER'’S OFFICE FOR
CONDUCT OF AUDIT

4.1 INSPECTIONS

Director-cum-Examiner, HP State Audit Department should make necessary
arrangements to inspect the work particularly in Resident Audit Schemes, other

major accounts and issue guidelines for bringing out improvement in the system.

The Additional Director/Joint/Deputy Directors inspecting the accounts
should make a brief examination of various account books, registers and brief note
of scattered items and should examine the pending audit paras, last audit notes and
generally review the work done by Circle/Resident Auditors. If he/she finds cause
to suspect that the accounts are not properly kept, he/she should issue detailed

instructions to the client organization for guidance on the subject.

In cases when audit deducts errors beyond ordinary, the Director-cum-
Examiner, HP State Audit Department will bring the matter to the notice of the
client organization. The Director-cum-Examiner, HP State Audit Department will
direct the senior officers in the Headquarter’s Office of the department to deal with
all cases of defalcation and embezzlement, if necessary, visit the station in which it
is detected or suspected and to enquire into the matter. Besides incorporating and

highlighting the points at issue in the audit reports, he shall direct the senior
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officers to point out the faults in the system of accounts in the client organization

which led to the defalcation and suggesting remedies to prevent its recurrence.

42 TIME ALLOTMENT

The time allotment for each account is fixed by the Director-cum-Examiner,
HP State Audit Department and is ordinarily calculated in terms of a pair, viz., one
Assistant Controller/Section Officer/Incharge and one Junior Auditor working

together.

Time allotment for conduct of Temple Trust audit and other like audits is
normally calculated in terms of pairs on the basis of revenue income generated in
the particular temple trust. If an auditor works single-handed in such institutions,

he is allowed 60% increase in the time allowed to a pair of auditors.

Time allotment for conduct of educational institutions is calculated on the
basis of strength of students in the particular educational institution in the
respective year, the accounts of which are audited.

Time allotment for miscellaneous institutions is normally calculated in terms
of pairs on the basis of expenditure incurred in the particular year or on the basis of

annual audit.

Number of working days allotted for each account should not exceed except
for very special reasons and that too only with the previous sanction of the
Director-cum-Examiner, H.P. State Audit Department. Unauthorized stay unless
condoned by the Director-cum-Examiner, HP State Audit Department for special
reasons would be treated as leave of the kind due. In submitting a request for
extension in the time allotment, auditors should draw a comparison between the

number of vouchers and number of receipts books etc., subjected to audit
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previously and the present audit, as well as the reasons should be explained fully

for the necessity of extension.

Note: 1— The time allotted in programme includes the writing of audit
reports. Extension of time for drafting the audit reports on the flimsy grounds of
the objections statement being either very voluminous or not will not be granted.

Note: 2— Transit from one station to another should be taken only if no bus
leaves the station of duty after the office hours. Sundays or local holidays
immediately occurring after the close of audit should be utilized for transit and
transit should not be taken after holiday in such cases.

Note: 3— The time allotted also includes disposal of old objections.

Note: 4— Disposal of dak should be done after office hours.

Note: 5— Work put in by new recruits would not count towards the time
allotment for such period as may be specified by the Director-cum-Examiner, HP
State Audit Department as training period subject to maximum of three months
from the day of entering in the service. Audit fees should also not be charged for
the period of training.

Note: 6— The Assistant Controller/Section Officer/In charge audit party
should indicate in the “Forwarding Memo of Audit Report” the details of time
taken for the audit.

Note: 7— The time allotment for various audits includes that required for
removal of old objections, seeing papers and files left over from previous audit etc.
The tendency to cut short work by not seeing papers and files even when available
and to issue instructions in the Audit Report for these being put up at subsequent
audit should be scrupulously avoided. If certain files or cases are not available for
examination at the time of audit, there should be corresponding saving in the time

allotment. It is therefore, necessary that Auditors should attach with draft audit
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reports such statement showing in terms of work, the documents, which were not
put up to them for audit. The dates on which requisitions for the same issued
should also be specified in the statement against each item. The programme
assistant, on receipt of these statements in the Head Office, shall take note of the
savings thus affected and will bring these to the notice the Director-cum-Examiner,
H.P. State Audit Department.

4.3 AUDIT FEE

The audit fee is charged by the department in the following manner :—

Resident Audit Schemes: - Audit fee is charged in case of Resident Audit
Schemes, except four universities i.e. Himchal Pradesh University Shimla,
Chaudhary Sharwan Kumar Krishi Vishvavidalya Palampur, District Kangra, Dr.
Yashwant Singh Parmar Horticulture & Forestry University Nauni, Solan and Atal
Medical and Research University at Nerchowk, Distt. Mandi, as per the provisions
contained in the F.R 127.

Other institutions

For other institutions the audit fee is charged in the following manner :—

(a) Educational Institutions

(i) Sr. Secondary schools and High schools:

Audit Fees is charged @ X 5000/- per institution for one year of audit. In
case the funds of the school are less than X1.00 lac P.A., the audit fee will be
charged @3 3000/- per year audit.
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(ii) Colleges

Audit fee @ < 8000/- is charged for one year audit. In case the funds of the
college, including sanchayika collection is less then X 2 lacs P.A., the audit fee will
be charged @ X 5000/- for one year audit.

(b) Temple Trusts

Actual cost on account of establishment charges subject to a maximum of 0.5% of
the total expenditure of the temple concerned will be charged and establishment
charges shall be calculated @ X 1000/- per Section Officer and @ X 800/- per
Junior Auditor/Article Assistant per day and it shall not include the period of leave,

gazzetted holidays and Sundays.

() HIMUDA

Actual cost of establishment charges shall be charged which shall be calculated @
X 1000/- per Assistant Controller/Section Officer and I 800/- per Junior
Auditor/Article Assistant per day and it shall not include the period of leave,

gazzetted holidays and Sundays.

(d) Marketing Board/Market Committees

(1)  Audit fee is charged as per the provisions contained in the F.R 127 where the
accounts are audited under pre-audit system.

(i)  Audit fee is charged in Market Committees @0.50% of expenditure, the
accounts of which are audited under post audit system.
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(e) Urban Local Bodies / Panchayati Raj Institutions

Actual cost of establishment charges shall be charged which shall be
calculated @ X 1000/- per Assistant Controller/Section Officer and ¥ 800/- per
Junior Auditor/Article Assistant per day and it shall not include the period of leave,

gazzetted holidays and Sundays.
(f) Miscellaneous Institutions

To charge the actual cost of audit in terms of establishment charges shall be
calculated @ X 1000/- per Assistant Controller / Section Officer and X 800/- per
Junior Auditor / Article Assistant per day and it shall not include the period of
leave, gazzetted holidays and Sundays. In case of the C.M. Relief Fund, audit fee
shall be charged @ 0.25% of the actual cost which shall be calculated in the

manner explained above.

Note.—The newly recruited Junior Auditors are given three month’s
training. No audit fee is charged during the period for the work undertaken by

Junior Auditors during the training period.

4.4 CIRCULARS TO AUDITORS

Copies of all the Government orders, circulars, important rulings etc. should
be supplied to all the Resident Audit Schemes, all the Section Officers/Incharge,
Junior Auditors without delay. The endorsement on circulars etc. should bear
separate serial number for each year.

4.5 AUDIT PROGRAMME

Audit Programme is a detailed plan of the auditing work to be performed. It

provides guidance in arranging and distributing the work and in checking against
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the possibility of omissions. It is an outline of the work to be done prepared by the

higher authorities for guidance and control of audit staff during the year.

The main object of keeping the audit programme is to offer definite
guidance to audit staff as to the work to be done and to prevent them from

overlooking any of the accounts to be undertaken for audit.

Towards the end of March every year, quarter-wise annual audit programme
for the work to be done by the field staff in the ensuing year should be drawn up in
the Headquarter Office. The audit programme, after being approved by the
Director-cum-Examiner, HP State Audit Department, should be typed and one

copy circulated to the field officer/official concerned.

Note.—Auditor should audit all the accounts allotted to an Auditor at a station
before he leaves that station. If for any reason accounts of any institution cannot be
audited before leaving the station, prior approval of Headquarter Office should be

obtained.

4.6 ACTION BY THE HEADQUARTER’S OFFICE ON THE
DRAFT AUDIT REPORT

On receipt of draft audit report, it should be entered in the register of audit
report. The audit report of Resident Audit Schemes of all the (six) universities and
H.P Board of School Education, Municipal Corporations, Marketing Board/Major
Market Committees & Municipal Councils and reports of special audit will be
submitted to the Director-cum-Examiner, H.P. State Audit Department. All other
draft audit reports will be submitted to the Additional Director/Joint
Director/Deputy Directors in accordance with distribution approved by the
Director-cum-Examiner, HP State Audit Department from time to time. After
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approval of the audit reports by the authorities in the Headquarter Office, the same
will be issued to the quarter concerned. It is one of the most important duties of
the Section Officer (Technical) to watch the disposal of the audit reports, from the
day draft reports are received from the auditors until these are finally distributed, to

see that no delay occurs at any of the stages.
Advance Audit Comments:

It will be open to the Director-cum-Examiner, HP State Audit Department to
bring to the notice of the Administrative Department about audit comments in
respect of serious irregularities in advance pending issue of audit report, which he

may consider to be so serious.

Register of Serious Irregularities

A register showing serious irregularities pointed out in the audit reports should be

kept in the following form.

Sr. No. Name of | Reported Account in Detail of Final
and date | Accounts | By whom which irregularity | Correspondence | Orders of
of letter appeared and nature with client the

of irregularity organization | Authority

The Section Officer (Technical) will ensure that all cases of serious financial
irregularities reported in case of various Administrative Authorities are noted in the
Register, which should be put up for the perusal of the Director-cum-Examiner,

H.P. State Audit Department from time to time.
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4.7 ACTION BY THE ADMINISTRATIVE AUTHORITIES ON
THE AUDIT REPORT

Head of the offices in which an auditor is engaged to conduct the audit should
assist the auditor, in every way in advance and during the course of audit, by
keeping ready and producing promptly all the relevant papers and documents and
by supplying such further information as may be required. Objections raised during
the course of audit, through objections statement or requisitions should receive
immediate attention and should invariably be replied to the auditor before
conclusion of the audit so that audit report is issued in time. Unless this is done, the
value of the audit is impaired and the auditor is not in a position to estimate the
underlying gravity or otherwise of the points which come to his notice.

When the fair copies of the audit report and objections statement are
received in the institutions, these should be examined promptly and thoroughly and
the annotated replies should be submitted to the audit office within the prescribed
period. Comments made by the audit office on the replies to the audit reports
should also be promptly examined and suitable action taken.

The administrator of the fund should look into every objection raised in
audit with a view to finding out if any fraud or embezzlement has occurred in the
fund and proceed further as explained in the Chapter -9.

The Head of the Office and other officers who are responsible for
supervision should realize that it is their financial responsibility to ensure that the
funds have been properly used with as much care as a man of ordinary prudence
would take in respect of his own money and must take pride in maintaining such a
standard in their transactions and in recording them in their accounts, as to defy

criticism in audit.
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4.8 REMINDERS

Reminders will be issued with in the period as explained in the Chapter-9.
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CHAPTER -5
COMPENDIUM OF AUDITING STANDARDS

5.1 INITIAL ENGAGEMENTS — OPENING BALANCES

‘Opening balances’ means those account balances, which exists at the
beginning of the period. Opening balances are the closing balances of the
preceding period brought forwarded to the current period and reflect the effect of:

(@) Transactions and other events of the preceding period; and

(b) Accounting policies applied in the preceding period.

For initial audit engagements, the auditor should obtain sufficient appropriate
audit evidence that:

(@) The closing balances of the preceding period have been correctly

brought forward to the current period.

(b) The opening balances do not contain mis-statements that materially

affect the financial statements of the current period; and

(c) Appropriate accounting policies are consistently applied.

Audit Procedures

For the purpose of appropriateness, the auditor needs to obtain certain audit
evidence, which would depend on the following matters:
(@) The accounting policies followed by the organization.
(b) Whether the auditor’s report contained an unqualified opinion, a
qualified opinion, adverse opinion or disclaimer of opinion where the

financial statements for the preceding period were audited.
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(c) The nature of opening balances, including the risk of their mis-
statement in the financial statement for the current period.
(d) The materiality of the opening balances relative to the financial

statements for the current period.

The auditor will need to consider whether the accounting policies followed
in the preceding period, as per which opening balances have been arrived at, were
appropriate and that those policies are consistently applied for the current period
and where such accounting policies are inappropriate, the same have been changed

in the current period and adequately disclosed.

For current assets and liabilities, some audit evidence can ordinarily be
obtained as part of audit procedures performed during the current period. For
example, the collection/payment of opening accounts receivable/accounts payable
during the current period will provide some audit evidence as to their existence,

rights and obligations, completeness and valuation at the beginning of the period.

For other assets and liabilities, such as fixed assets, investments, long-term
debt, the auditor will ordinarily examine the records underlying the opening

balances.
5.2 BASIC PRINCIPLES GOVERNING AN AUDIT

Introduction

Compliance with the basic principles requires application of the auditing
procedures and reporting practices appropriate to particular circumstances. An
audit is the independent examination of financial information of an organization,
whether profit oriented or not, and irrespective of its size or legal form, when such

an examination is conducted with a view to expressing an opinion thereon. It
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describes the basic principles which govern the auditor’s professional
responsibilities and which should be complied with whenever an audit is carried

out.
Integrity, objectivity and Independence

The auditor should be straightforward, honest and sincere in his approach
to his professional work. He must be fair and must not allow prejudice or bias to
override his objectivity. He should maintain an impartial attitude and both be and
appear to be free of any interest which might be regarded, whatever its actual

effect, as being incompatible with integrity and objectivity.

Confidentiality

The auditor should respect the confidentiality of the information acquired in
the course of his work and should not disclose any such information to a third party

without specific authority or unless there is a legal or professional duty to disclose.

Skills and Competence

The audit should be performed and the report prepared with due
professional care by persons who have adequate training, experience and

competence in auditing.

The auditor requires specialized skills and competence which are acquired
through a combination of general education, technical knowledge obtained through
study and formal courses concluded by a qualifying examination recognized for
this purpose and practical experience under proper supervision. In addition, the

auditor requires a continuing awareness of developments including
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pronouncements on accounting and auditing matters and relevant regulations and

statutory requirements.

Work performed by others

When the auditor delegates work to assistants or uses work performed by
other auditors, he will continue to be responsible for forming and expressing his
opinion on the financial information. However, he will be entitled to rely on work
performed by others provided he exercises adequate skill and care and is not aware

of any reason to believe that he should not have so relied.

The auditor should carefully direct, supervise and review work delegated to
assistants. The auditor should obtain reasonable assurance that work performed by

other auditor is adequate for his purpose.

Documentation

The auditor should document matters, which are important in providing

evidence that the audit was carried out in accordance with the basic principles.

Planning

The auditor should plan his work to enable him to conduct an effective audit
in an efficient and timely manner. Plans should be based on knowledge of the

client’s business.

Plans should be made to cover, among other things:

(i) Acquiring knowledge of the client’s accounting system, policies and
internal control procedures;

(ii) Establishing the expected degree of reliance to be placed on internal

control;
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(iii) Determining and programming the nature, timing and extent of the
audit procedure to be performed; and
(iv) Coordinating the work to be performed.
Plans should be further developed and revised as necessary during the course
of the audit.

Audit Evidence

The auditor should obtain sufficient appropriate audit evidence through the
performance of compliance and substantive procedures to enable him to draw
reasonable conclusion there from on which to base his opinion on the financial

information, accounting system and internal control.

Management is responsible for maintaining an adequate accounting system
incorporating various internal controls to the extent appropriate to the size and
nature of the business. The auditor should reasonably assure himself that the
accounting system is adequate and that all the accounting information, which
should be recorded, has in fact been recorded. Internal controls normally contribute

to such assurance.

Audit Conclusions and Reporting

The auditor should review and assess the conclusions drawn from the audit
evidence obtained and from his knowledge of business of the entity as the basis for
the expression of his opinion on the financial information. This review and
assessment involves forming an overall conclusion as to whether:

(i) The financial information has been prepared using acceptable

accounting policies, which have been consistently applied;
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(i) The financial information complies with relevant regulations and
statutory requirements;
There is adequate disclosure of all matters relevant to the proper
presentation of the financial information, subject to statutory
requirements, wherever applicable.
The audit report should contain a clear written expression of opinion on
the financial information. When a qualified opinion, adverse opinion or a
disclaimer of opinion is to be given or reservation of opinion on any matter is to be

made, the audit report should state the reasons therefore.

5.3 OBJECTIVE AND SCOPE OF AUDIT OF FINANCIAL
STATEMENTS

Objective of an Audit

The objective of an audit of financial statements, prepared within a
framework of recognized accounting policies and practices and relevant statutory
requirements, if any, is to enable an auditor to express an opinion on such financial
statements. The auditor’s opinion helps to determine of the true and fair view of
the financial position and operating results of an enterprise. The user, however,
should not assume that the auditor’s opinion is an assurance as to the future
viability of the enterprise or the efficiency or effectiveness with which

management has conducted the affairs of the enterprise.

Responsibility for the Financial Statements

While the auditor is responsible for forming and expressing his opinion on
the financial statements, the responsibility for their preparation is that of the

management of the enterprise. Management’s responsibilities include the
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maintenance of adequate accounting records and internal controls, the selection
and application of accounting policies and the safeguarding of the assets of the
enterprise. The audit of the financial statements does not relieve management of its

responsibilities.

Scope of an Audit

The auditor having regard to the terms of the engagement, the requirements of
relevant legislation and the pronouncements of the institute will determine the
scope of an audit of financial statements.

The audit should be organized to cover adequately all aspects of the
enterprise as for as they are relevant to the financial statements being audited. To
form an opinion on the financial statements, the auditor should be reasonably
satisfied as to whether the information contained in the underlying accounting
records and other source data is reliable and sufficient as the basis for preparation
of the financial statements. In forming his opinion, the auditor should also decide
whether the relevant information is properly disclosed in the financial statements

subject to statutory requirements, wherever applicable.

The auditor assesses the reliability of the information contained in the
underlying accounting records by carrying out such other tests, enquiries and other
verification procedures of accounting transaction and account balances as he

considers appropriate in the particular circumstances.

The auditor’s work involves exercise of judgments, for example, in deciding
the extent of audit procedures and in assessing the reasonableness of the judgments
and estimates made by the management in preparing the financial statements.

In forming his opinion on the financial statements, the auditor follows

procedures designed to satisfy him that the financial statements reflect a true and
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fair view of the financial position and operating results of the enterprise. The
auditor recognizes that because of the test nature and other inherent limitations of
an audit, together with the inherent limitations of any system of internal control,
there is an unavoidable risk that some material mis-statement may remain
undiscovered. While in many situations the discovery of a material misstatement
by management may often arise during the conduct of the audit, such discovery is
not the main objective of audit nor is the auditor’s program of work specifically
designed for such discovery. The audit cannot, therefore, be relied upon to ensure
the discovery of all frauds or errors but where the auditor has any indication that
some fraud or error may have occurred which could result in material mis-
statement, the auditor should extend his procedures to confirm or dispel his

suspicions.

The auditor is not expected to perform duties, which fall outside the scope
of his competence. For example, the professional skill required of an auditor does
not include that of a technical expert for determining physical condition of certain

assets.

5.4 DOCUMENTATION

Documentation for purposes of this standard refers to the working papers
prepared or obtained by the auditor and retained by him for further submission to

the Headquarters’ Office in connection with the performance of his audit.

Working papers

(@  Aid in the planning and performance of the audit;
(b)  Aid in the supervision and review of the audit work; and
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(c) Provide evidence of the audit work performed to support the auditor’s

opinion.

Form and Content

Working papers should record the audit plan, the nature, timing and extent
of auditing procedures performed, and conclusions drawn from the evidence
obtained.

Working papers should be designed and properly organized to meet the
circumstances of each audit and the auditor’s needs in respect thereof. The
standardization or working papers (for example, checklists, specimen letters,
standard organization or working papers) improve the efficiency with which they
are prepared and reviewed. It also facilitates the delegation of work while

providing a means to control its quality.

Working papers should be sufficiently complete and detailed for an auditor
to obtain an overall understanding of the audit. The extent of documentation is a
matter of professional judgment since it is neither necessary nor practical that the
auditor in the working paper documents every observation, consideration or

conclusion.

All significant matters, which require the exercise of judgment, together

with the auditor’s conclusion thereon, should be included in the working papers.

To improve audit efficiency, the auditor normally obtains and utilizes,
schedules, analysis and other working papers prepared by the client. In such
circumstances, the auditor should satisfy himself that these working papers have
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been properly prepared. Examples of such working papers are detailed analysis of

Important revenue accounts, receivables etc.

File containing working papers normally includes

(a) Copies of audited financial statements for previous/current year.

(b) Copies of letters or notes concerning audit matters communicated to or
discussed with the client,

(c) Copies of management letters issued by the auditor, if any.

(d) Notes regarding significant accounting policies.

(e) Significant audit observations of earlier year.

(f) Copies of the financial information being reported on and the related

audit reports.

55 AUDIT OF ACCOUNTING ESTIMATES AND

SUBSEQUENT EVENTS
The purpose of this Auditing Standard is to establish standards on the audit

of accounting estimates contained in financial statements. The auditor should
obtain sufficient appropriate audit evidence regarding accounting estimates.
Accounting estimate means an approximation of the amount of an item in
the absence of a precise means of measurement.
(@) Allowances to reduce inventory and accounts receivable to their
estimated realizable value.
(b) Provisions to allocate the cost of fixed assets over their estimated useful
lives.
(c) Accrued revenue.
(d) Provision for taxation.

(e) Provision for a loss from a lawsuit.
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(f) Provision for retirement benefits in the financial statements of

employers.
Nature of Accounting Estimates

The determination of an accounting estimate may be simple or complex,
depending upon the nature of the item. For example, accruing a charge for rent
may be a simple calculation, whereas estimating a provision for slow-moving or
surplus inventory may involve considerable analysis of current data and a forecast
of future sales. In complex estimates, a high degree of special knowledge and

judgment may be required.
Testing of calculations

The auditor would test the calculation procedures used by management. The
nature, timing and extent of the auditor’s testing will depend on such factors as the

complexity involved in calculating the accounting estimate.
Comparison of previous estimates with actual results

When possible, the auditor would compare accounting estimates made for
prior periods with actual results of those period to assist in evaluating whether
differences between actual results and previous estimates have been quantified and

that, where necessary, appropriate adjustments or disclosures have been made.

The terms “subsequent events” is used to refer to significant events
occurring between the balance sheet date and the date of the auditor’s report. The
auditor should consider the effect of subsequent events on the financial statements

and on the auditor’s report.
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5.6 QUALITY CONTROL FOR AUDIT WORK

The audit department should implement quality control policies and
procedures designed to ensure that all audits are conducted in accordance with
auditing standards. Compliance with auditing standard is essential whenever an
audit is carried out and requires application of the auditing procedures and
reporting practices appropriate to the particular circumstances. Audit department
needs to implement appropriate quality control carried out in accordance with

auditing standards.

The objectives of the quality control policies to be adopted by audit
department will ordinarily incorporate the following:
Professional requirement

Personnel in the audit department have to adhere to the principles of

independence, integrity, objectivity, confidentiality and professional behavior.

Skill and competence

Personnel in the audit department should have attained and maintain the
technical standards and professional competence required to enable them to fulfill

their responsibilities with due care.

Assignment
Audit work to be assigned preferably to personnel who have the degree of
technical knowledge and proficiency required in the circumstances of each and

individual audit.
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Consultation

Whenever necessary, consultation within or outside the audit department is

to occur with those who have appropriate expertise on the subject.

Monitoring

The continued adequacy and operational effectiveness of quality control

policies and procedures is to be monitored.

Communication

The audit department’s general quality control policies and procedures
should be communicated to its personnel in a manner that provides reasonable

assurance that the policies and procedures are understood and implemented.

Implementation

The auditor should implement those quality control procedures, which are,
in the context of the policies and procedure of the audit department, appropriate to

the individual audit.

Assessment of professional competence of Assistants

The auditor with supervisory responsibilities will consider the professional
competence of assistants performing work delegated to them when deciding the

extent of direction, supervision and review appropriate for each assistant.

Delegation
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Any delegation of work to assistant would be in a manner that provides
reasonable assurance that such work will be performed with due care by persons

having degree of professional competence required in particular circumstance.

Direction

Assistants, to whom work is delegated, need appropriate direction. Direction
involves informing assistants of their responsibilities and the objectives of the
procedures they are to perform. It also involves informing them of matters, such as
the nature of client’s organization’s business and possible accounting or auditing
problems, that may affect the nature, timing and extent of audit procedures with

which they are involved.

Supervision
Supervision is closely related to both direction and review and may involve
elements of both personnel carrying supervisory responsibilities to perform the

following functions during the audit.

Monitor the progress of the audit to consider whether:

(i) Assistants have the necessary skills and competence to carry out their
assigned tasks.

(if) Assistants understand the audit directions ; and

(iii) The work is being carried out in accordance with the overall audit plan
and audit program.

Review

The work performed by each assistant needs to be reviewed by personnel of

atleast one step higher to consider whether:—

(@) The work has been performed in accordance with audit program.
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(b) The work performed and result obtained has been adequately
documented.

(c) All significant audit matters have been resolved or are reflected in audit
conclusions.

(d) The objectives of the audit procedures have been achieved.

(e) The conclusions expressed are consistent with the results of the work

performed and audit opinion.

5.7 KNOWLEDGE OF THE CLIENT ORGANIZATION’S
OPERATIONAL ACTIVITIES

In performing the audit of an organization, the auditor should have or obtain
knowledge of the organization’s operational activities sufficient to enable the
auditor to identify and understand events, transactions and practices that, in the

auditor’s judgment, may have significant effect on the examination of documents.

Obtaining the knowledge

Prior to conduct to audit, the auditor would obtain a preliminary knowledge
of the client organization’s activities, specific accounting practices and problems,
legislation and regulatory framework, capital structure, sources and methods of
financing, financial performance, management and operations of the organizations
to be audited

To the extent practicable, the auditor would obtain the required knowledge
at the start of the audit. As the audit progresses, that information would be assessed
and updated and more information would be obtained.

Obtaining the required knowledge of the activities of the organization is a

continuous and cumulative process of gathering, for example, although information
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IS gathered at the planning stage, it is ordinarily refined and added to in a later
stage of the audit as the auditor and other members of the audit staff learn more
about the business. For continuing audit, the auditor would update and re-evaluate
information gathered previously, including in the prior year’s working paper. The
auditor would also perform procedures designed to identify significant changes
that have taken place since the last audit.

The auditor can obtain knowledge of operations of the client organization
from a number of sources. For example:—

(a) Previous experience of the organization.

(b) Discussion with the people of the organization.

(c) Publication related to client organization.

(d) Legislation and regulations that significantly affect the organization.
(e) Visits to the organization’s premises.

(f) Documents produced by the organization for example, minutes of
meetings, prior year’s annual and financial reports, management policy
manual, manuals of accounting and internal control system, charts of

accounts, job descriptions etc.

5.8 CONSIDERATION OF RULES AND REGULATIONS IN AN
AUDIT

When planning and performing audit procedures and in evaluating and
reporting the results thereof, the auditor should recognize that non-compliance by
the client organization with rules and regulations may materially affect the

operation of organization.

79



The term non-compliance refers to acts of omission and commission by the
organization being audited, either intentional or unintentional, which are contrary
to prevailing laws and regulations. Such acts include transactions entered into by,
or in the name of, the organization or on its behalf by its management or

employees.

The auditor’s training; experience and understanding of the organization
may provide a basis for recognition that some acts coming to the auditor’s attention
may constitute non-compliance with rules and regulations. In order to plan the
audit, the auditor should obtain a general understanding of the legal and regulatory
framework applicable to the client organization and how the organization is

complying with that framework.

The auditor should plan and perform the audit recognizing that the audit may
reveal conditions or events that would lead to questioning whether an entity is

complying with rules and regulations ?

Further, the auditor should obtain sufficient appropriate audit evidence
about compliance with those rules and regulations generally recognized by the
auditor to have an effect on the determination of material amounts and disclosures
in the financial statements. The auditor should have a sufficient understanding of
these rules and regulations in order to consider them when auditing the assertions

related to determination of amounts to be recorded and the disclosures to be made.

The auditor may be specifically required to report, as part of the audit of
financial statements, whether the organization complies with certain provisions of
rules and regulations ? In such circumstances, the auditor would plan to test for

compliance with these provisions of the laws and regulations.
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CHAPTER -6

COMPENDIUM OF GUIDANCE NOTES ON AUDIT

‘Guidance Notes’ on Audit are primarily designed to provide guidance to
the auditors on matters, which may arise in the course of their professional work
and on which, they may desire assistance in resolving issues, which may pose
difficulty. Guidance Notes are recommendatory in nature. An auditor should
ordinarily follow recommendations in a guidance note relating to an auditing
matter except where he is satisfied that in the circumstances of the case, it may not
be necessary to do so. Similarly, while discharging his reporting function, an
auditor should see whether the recommendations in a guidance note relating to an
accounting matter have been followed or not ? If the same have not been followed,
the auditor should consider whether keeping in view the circumstances of the case,

a disclosure in his report is necessary ?

6.1 GUIDANCE NOTE ON AUDIT OF REVENUE

Revenue is the gross inflow of cash, receivables or other consideration
arising in the course of ordinary activities of an organization like market fee, fee
and funds in educational institutions, rent receipts, yielding interest, royalties and
other miscellaneous income etc. The revenue is measured by the charges made to
the customers for services rendered to them and by the charges and rewards arising
from use of the resources by them. The term ‘revenue’ covers only the gross inflow
of cash, receivables or other consideration, as aforesaid, received or receivable by
the organization on its own account. Amounts collected on behalf of third parties

are excluded from revenues.
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This Guidance Note deals with the audit of the following types of revenue

arising in the course of ordinary activities of an organization:

(i) Collection of various fees/funds under the authority of Govt.
(i) Rendering of services.
(ili) Use by others organization’s resources like rent receipts, yielding
interest, royalties and other misc. income etc.
In carrying out an audit of revenue, the auditor is particularly concerned
with obtaining sufficient appropriate audit evidence to corroborate the

management’s assertions regarding the following:

Occurrence - that recorded revenue arose from transactions, which took
place during the relevant period and pertain to the
organization

Completeness that there is no unrecorded revenue.

Measurement

that revenue is recorded in the proper amounts and is

allocated to the proper period.

Presentation that revenue is disclosed, classified, and described in proper
and Disclosure head of accounts in accordance with recognized policies and

practices and relevant statutory requirements, if any.

The auditor should study and evaluate the system of internal control relating
to revenue, to determine the nature, timing and extent of his other audit procedures.
He should particularly review the following aspects of internal control relating to
the revenue:

(@) The systems and procedures relating to generation of revenue including

authority to fix process.

(b) Accounting procedures relating to recognition of revenue.
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(c) Existence of periodic reports on actual performance vis-a-vis budgets.

Verification:

Verification of revenue may be carried out by applying the following
procedures:

(a) Examination of records.

(b) Analytical review procedures.

The nature, timing and extent of substantive procedures to be performed is,
however, a matter of professional judgment of the auditor which is based, inter

alia, on the auditor’s evaluation of effectiveness of the related internal controls.

Examination of records

The auditor should examine whether the basis of recognition of revenue by
the organization is in accordance with the recognized accounting principles ?

Where the consideration is receivable in installments and includes an
element of interest, the auditor should examine that the revenue attributable to the
consideration excludes the interest element.

In respect of revenue arising from services rendered, the auditor should
examine the related agreements and other documents. Similarly revenue in the
form of interest, royalties, rent receipts etc., the auditor should examine the related
documents such as loan agreements, lease agreements, rent agreements etc. They
may seek confirmation certificates from the parties concerned.

The auditor should also verify realizations subsequent to the date of the

audit period to identify items of unrecorded revenue.
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Analytical procedures

In addition to the audit procedures discussed above, the following
analytical procedures may often be helpful as a means of obtaining audit evidence
regarding the various assertions relating to revenue:

(i) Comparison of revenue for the current year with the corresponding
period of the previous year.

(i) Comparison of interest, royalties, rent receipts etc. for the current year
with the corresponding period of the previous year.

(iii) Comparison of different ratios relating to revenue for the current year
with the corresponding period of the previous year.

It may be clarified that foregoing is only an illustrative list of analytical
procedures, which an auditor may apply in carrying out an audit of revenue. The
exact nature of analytical procedures to be applied in a specific situation is a matter

of professional judgment of the auditor.

6.2 GUIDANCE NOTE ON AUDIT OF EXPENDITURE

Expenditure is a cost relating to the operations of an accounting period and
Is incurred in the relevant period. e.g. purchases, salaries & wages, telephone,
travelling, rent of office building, normal interest, bonus, retirement benefits,
establishment and general administrative expenses, depreciation, research &
development expenses, repairs and maintenance, contingencies, taxes on income
etc. In carrying out an audit of expenditure, the auditor is particularly concerned
with obtaining sufficient appropriate audit evidence to corroborate the

management’s assertions regarding the following:

Occurrence - that recorded expenditure arose from transactions, which took
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place during the relevant period and pertain to the
organization.

Completeness - that there is no unrecorded revenue.

Measurement - that expenditure is recorded in the proper amounts and is,
allocated to the proper period.

Presentation - that expenditure are disclosed, classified, and described under

and Disclosure proper head of accounts in accordance with recognized
policies and practices and relevant statutory requirements, if

any.

In view of the divergence in nature of expenditure incurred by different
organizations, guidance is provided on procedures to be employed in carrying out
an audit of expenditure, which would be applicable in case of most of the
organizations. It is recognized, however, that audit procedures different from or
additional to may be necessary in a particular case, depending upon its facts and

circumstances.

The auditor should study and evaluate the system of internal control relating
to expenditure, to determine the nature, timing and extent of his other audit
procedures. He should particularly review the following aspects of internal control

relating to the expenditure:

(@) The systems and procedures relating to incurring of expenditure
including authorization procedures.

(b) Accounting procedures relating to recognition of expenditure.

(c) Existence of periodic reports on actual performance vis-a-vis budgets

and internal management reports.
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Verification:

Verification of expenditure may be carried out by applying the following

procedures:

(a) Examination of records.

(b) Analytical review procedures.

The nature, timing and extent of substantive procedures to be performed is,
however, a matter of professional judgment of the auditor which is based, inter

alia, on the auditor’s evaluation of effectiveness of the related internal controls.

Examination of records

Examination of records and documents is one of the most important
techniques of auditing. An auditor has to examine a large number of documents in
the course of an audit since most transactions are supported only by documentary
evidence. The auditor should carry out examination of the relevant records to
satisfy himself about their validity, accuracy and other assertions with regard to
various expenditures, incurred by the organization. The extent of such examination
would depend on the auditor’s evaluation of efficacy of internal control.

The auditor should examine whether the basis of recognition of expenditure

by the organization is in accordance with the recognized accounting principles.

Analytical procedures

The auditor should conduct analytical procedures, which involves analysis
of significant investigation of fluctuations and relationships that are inconsistent

with other relevant information or which deviate from predicted/ budgeted amount.
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Salaries and Wages

The auditor should examine the entries in the pay roll/wages sheets with
reference to relevant records, e.g. employee’s record maintained by the
organization viz. salary register, establishment check register showing therein
details of pay such as basic pay, allowances, annual increment, etc. Special
attention may also be paid by the auditor in respect of new employees joining the
institution during the period covered under the audit. Similarly, the payroll may
also be examined with reference to the time records/ attendance records and leave
records maintained by the organization. The deductions made in respect of income-
tax, provident fund, welfare schemes, etc. may be examined with reference to the
returns submitted to the authorities concerned and the receipts/acknowledgements

issued by the authorities.

The auditor should examine whether any legal, regulatory or contractual
requirements having a bearing on the rate or amount of wages and salaries have

been complied with.

In case of casual labourers, besides carrying out the other audit procedures,
the auditor should specifically examine the sanction of the competent authority for
employment of such labourers and ascertain whether such employees are retained

for the period mentioned in the sanction orders only.

The auditor should obtain a list of employees who have retired or otherwise
left the services of the organization during the period under audit and examine that

they have not been included in the payroll.
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Establishment and General Administrative Expenditure

The auditor should verify establishment expenditure and general
administrative expenditure such as insurance, rent, rates, conveyance, travelling,
telephone, entertainment, printing and stationery, general expenses, etc. with
reference to the sanction of the competent authority, the supporting documents,
related agreements and the rules and regulations applicable and followed by the
organization. Apart from verifying stock entries, where applicable, the auditor may
also compare the amounts of these expenses with the corresponding figures for the

previous year.

Repair and Maintenance

The auditor should scrutinize the repairs and maintenance account to
ascertain that new fixed assets and substantial improvements to existing assets
have not been included in repairs and maintenance. The auditor should exercise
special care particularly in case large amounts are involved in the repair and

maintenance of vehicles, premises or other fixed assets.

Contingencies

The auditor should verify various items of expenditure incurred on
contingencies with reference to supporting documents and related agreement. For
example, the cost of material consumed for contingent expenditure may be verified
with reference to such documents as purchase invoice/cash memo, goods received

notes, records relating to issue of material etc.

Retirement Benefits
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The auditor should examine whether the organization is liable to pay
retirement benefits to its employees such as provident fund, superannuation
pension and gratuity etc., whether in pursuance of requirements of any law and/or
In terms of agreement with the employees? If so, the auditor should examine
whether the amount payable has been computed in accordance with relevant rules
and reqgulations, legal and/or contractual requirements? In respect of
gratuity/pension, the auditor should specifically examine whether the provision for

accruing gratuity/pension liability has been made by the organization?

Interest and financial charges

The auditor should verify the amount of interest expenditure for the year
with reference to the terms and conditions of relevant agreements. The auditor may
also work out the ratio of interest expenditure for the year to average interest
bearing loans and advances outstanding during the year and compare it with the
corresponding figures for the previous years and reconcile the same. If the

organization has paid any penal interest, it should be examined.

Depreciation

The auditor should check the rates and calculation of depreciation. The total
depreciation arrived at should be compared with that of previous years to identify
the reasons for variations. The auditor should particularly examine whether the
depreciation charge having regard to rate of depreciation and method of
depreciation followed consistently is adequate keeping in view the generally

accepted bases of accounting for depreciation.
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6.3 GUIDANCE NOTE ON AUDIT OF MISCELLANEOUS/
PRE-LIMINARY EXPENDITURE

Miscellaneous/Preliminary Expenditure embrace within its fold a variety of
items of expenditure which are not charged to income in the year in which they are
incurred, but are carried forward to be written-off in subsequent periods. The
amount of expenditure to be carried forward should not exceed the expected future
revenue/other benefits related to the expenditure. It should however be ascertained
that unless some benefit from the expenditure can reasonably be expected to be
received in future and unless the amount of such benefit is reasonably
determinable, there is no justification for carrying forward the expenditure for

being written-off in subsequent period.

The auditor should study and evaluate the system of internal control relating
to the various items of miscellaneous/preliminary expenditure to determine the
nature, timing and extent of his other audit procedures. He should particularly

review the following aspects:

(a) There should be a system of internal control over expenditure incurred
on these items. An effective method of exercising such control is budgeting which,
apart from ensuring proper authorization of expenditure incurred, also shows in
general how effectively such expenditure is being controlled? This is accomplished

through periodical comparisons of actual with budgeted figures.

(b) Accountability should be established over each item of such expenditure. This

can be achieved, inter alia, by up-to-date maintenance of proper records.

Verification
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While verifying an item of miscellaneous/preliminary expenditure in the
year in which the relevant expenditure is incurred, the auditor should satisfy
himself regarding the amount of such expenditure and its deferral as also regarding
the reasonableness of the period of amortization of the expenditure. Till the amount
is fully amortized, the auditor should examine every year that a proper amount is
amortized during the year by way of charge to income for the year. The auditor
also examines every year that the criteria, which previously justified the deferral of
the expenditure, continue to be met. If those criteria no longer apply, the auditor
should examine whether the unamortized balance has been charged as expense

immediately.

6.4 GUIDANCE NOTE ON AUDIT OF FIXED ASSESTS

Fixed assets are assets held for the purpose of providing or producing goods
or services and are not meant for sale in the normal course of operation. Therefore,
an asset can be classified as a fixed asset or otherwise, depending upon the use to
which it is put or intended to be put. For example, assets, which are classified as
fixed in one type of operation, may be considered as current assets in another.

Fixed assets normally constitute a significant portion of the total asset of an
enterprise. Audit of fixed assets, therefore, assumes considerable importance.

The following features of fixed assets have an impact on the related audit
procedures :

(i) By their very nature, fixed assets are turned over much slower than

current assets. Normally, fixed assets are carried over from year to year.

(i) The average unit of fixed assets is normally of a relatively larger rupee

value.

(iii) Since fixed assets are high value items, their acquisition is more

effectively controlled.
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An auditor should review the system of internal controls relating to fixed

assets, particularly the following :

(i) Control over expenditure incurred on fixed assets — an effective method
of exercising this control is capital budgeting, which, apart from
ensuring proper authorization of the expenditure incurred, also shows,
how effectively such expenditure is being controlled through periodical

comparisons of actual with budgeted figures.

(if) Accountability and utilization controls — accountability over each fixed
asset or each class of fixed assets is established, among other things, by
maintaining appropriate records. This facilitates control aspects of

custodianship of such assets.

(iii) Information control — these controls ensure that reliable information is
available for calculating and allocating depreciation, establishing the
amount of insurance coverage, filing insurance claims controlling

repairs and maintenance charges etc.

Verification of records

Verification of fixed assets consists of examination of related records. The
auditor should normally verify the records with reference to the documentary
evidence and by evaluation of internal controls. Physical verification of fixed

assets is primarily the responsibility of the management.

(i) The opening balances of the existing fixed assets should be verified
from records such as schedule of fixed assets, ledger or register

balances.
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(if) Acquisition of new fixed assets and improvements in the existing ones
should be verified with reference to supporting documents such as
orders, invoices, receiving reports, and title deeds.

(ili) The auditor should scrutinize expense accounts e.g. repairs and
renewals to ascertain that new capital assets and improvements have not
been included therein.

(iv) Where fixed assets have been written-off or fully depreciated in the
year of acquisition/construction, the auditor should examine whether
these were recorded in the fixed assets register before being written-off
or depreciated?

In respect of fixed assets destroyed, scrapped or sold, the auditor should
examine (a) whether the assets and depreciated accounts have been properly
adjusted (b) whether the sale proceeds, if any, have been fully accounted for, and
(c) whether the resulting gains or losses, if material, have been properly adjusted

and disclosed.

6.5 GUIDANCE NOTE ON AUDIT OF INVESTMENTS

Investments are assets held by an entity for earning income by way of
interest, rentals, for capital appreciation or for other benefits. Investments are
classified as ‘current investments’ and ‘long term investments’. A current
investment is an investment that is by its nature readily realizable and is intended
to be held for not more than one year from the date on which such investment is
made. A long-term investment is an investment other than current investment. The
auditor should study and evaluate the system of internal control relating to
investments, to determine the nature, timing and extent of his other audit
procedures. He should particularly review the following aspects of internal control

relating to investments:
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(@) Control over acquisition, accretion and disposal of investment

There should be proper authority for sanction, acquisition and disposal of
investments. It should also be ensured that investments are made in accordance
with the legal requirements governing the entity as also with its internal

regulations, trust deed, etc.

(b) Safeguard of investments

The investments should be in the name of the entity. The legal requirements
in this behalf, if any, should be complied with. There should exist a proper system
for the safe custody of all scripts or other documents of title to the investments

belonging to the entity.
(c) Controls relating to the title to investments

It should be ensured that in cases where the title does not pass on to the entity
Immediately on acquisition, the same is transferred to the entity in due course of
time, along with the benefits that might have accrued since the acquisition of the
investments. It should be ensured that there is no undue time lag in the execution

of various stages of the transactions.

Verification

The auditor’s primary objective in audit of investments is to satisfy himself
as to their existence and valuation. Verification of investments may be carried out

by applying the following procedure:
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(a) Verification of transactions

The auditor should ascertain whether the investments made by the entity are
within its authority? In this regard, the auditor should examine whether the legal
requirements governing the entity, insofar as they relate to investments made by
the entity are not ultra vires the entity? Apart from above, the auditor should also
ensure that any other covenants or conditions, which restrict, quality or abridge the
right of ownership and/or disposal of investments, have been complied with by the
entity.

The auditor should satisfy himself that the transactions for the purchase/sale
of investments are supported by due authority and documentation.

Examination of Valuation and discloser: - The auditor’s objective
concerning valuation is to obtain evidence that the amount at which investments

have been valued is computed on an appropriate basis.
6.6 GUIDANCE NOTE ON AUDIT OF LOANS AND

ADVANCES

Loans and Advances may constitute a significant proportion of the total
assets of an organization. The auditor should take these factors into account in
designing his audit procedures.

In respect of loans and advances, as far as possible, the system should

specify the following:

(i) Total amount up to which loans may be made

(if) The purposes for which loans may be made

(ili) Maximum amount of loan, which may be made for each such purpose
in individual case

(iv) The terms on which such loans may be made
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(v) The persons who are authorized to make loans

(vi) Procedure for ensuring compliance with relevant legal requirements

All variations in the terms of loans and advances should be duly approved
in writing by the competent authority. The system should provide for identification
of cases where principal and/or interest have become overdue or where any other

terms are not being complied.

Confirmation of balances of loans and advances should be obtained at
periodic intervals.

In carrying out an audit of loans and advances, the auditor is particularly
concerned with obtaining sufficient appropriate audit evidence to corroborate the

management’s assertions regarding the following:

Existence - that all the amount recorded in respect of loans and

advances are outstanding in the Financial Statement.

Completeness -  that there is no unrecorded loans and advances.

Presentation - under proper head of accounts in accordance with recognized

and Discloser policies and practices and relevant statutory requirements, if
any.

Verification of loans and advances may be carried our by employing the

following procedures:

(@) Examination of records
(b)  Analytical review procedures

Examination of records
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The auditor should carry out an examination of the relevant records to
satisfy himself about the validity, accuracy and recoverability of loans and
advances. The extent of such examination would depend on the auditor’s

evaluation of the efficacy on internal control.

The auditor should check the agreement of loans and advances with those in
the ledger accounts. He should check the agreement of total loans and advances
with the related control accounts. Any difference in this regard should be

examined.

The following are some of the indications of doubtful and uncollectible

loans and advances:

(i) The terms of credit have been repeatedly ignored.

(i) There is stagnation or lack of healthy turnover, in the account.

(iii) Payments are being received but the balance is continuously increasing.

(iv) Payments, though received regularly, are quite small in relation to the
total outstanding balance.

(v) The cheques received from the loanees have been repeatedly
dishonored.

(vi) The loan and advances are under litigation, arbitration, or dispute.

(vii) The auditor becomes aware of unwillingness or inability of the loanee
to pay the dues e.g. when the loanee has either become insolvent, or
closed down his account.

(viii) Amounts of advances due from the employees, which have not been
repaid on retirement of employee.

(ix) Collection is barred by statute of limitation.

The auditor should also examine any other aspects required to be examined

or reported upon by the relevant statute.
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Analytical review procedure

In addition to the audit procedures discussed above, the following analytical
review procedures may often be helpful as a means of obtaining audit evidence
regarding the various assertions relating to loans to advances :

(@) Comparison of closing balances of loans and advances with the
corresponding figures for the previous year.

(b) Comparison of actual closing balances of loans and advances with the

corresponding budgeted figures, if available.
(c) Comparison of current year’s aging schedule of loans and advances with

the corresponding figures for the previous year.

It may be clarified that the foregoing is only an illustrative list of analytical
review procedures, which an auditor may apply in carrying out an audit of loans
and advances. The exact nature of analytical review procedures to be applied in a

specific situation is a matter of professional judgment of the auditor.

6.7 GUIDANCE NOTE ON AUDIT OF CASH AND BANK
BALANCES

Cash and Bank Balances may constitute a significant proportion of the total
assets of an organization. An important feature of cash and bank balances, which
has a significant impact on the related audit procedures, is that these assets are
highly prone to misappropriation, misapplication and other forms of fraud.

In carrying out an audit of cash and bank balances, the auditor is
particularly concerned with obtaining sufficient appropriate audit evidence to

corroborate the management’s assertions regarding the following:

Existence - that recorded cash and bank balances exist as at the
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year-end.

Rights and - that recorded cash and bank balances represent the assets
Obligations of the organization.
Completeness - that there is no unrecorded cash and bank balances.

The auditor should particularly review the following aspects of internal

control relating to cash and bank balances:

l. Segregation of duties relating to authorization of transactions, handling
of cash/issuance of cheques and writing of books of account and
rotation of duties periodically.

I. Proper authorization of cash and banking transactions.

1. Daily recording of cash transactions.

V. Safeguards such as restrictive crossing of cheques use of pre-printed,
pre-numbered forms.

V. Periodic reconciliation of bank balances.

VI. Reconciliation of cash-in-hand with book balance on a daily basis or at
other appropriate intervals.

VII. Safe custody of cash, cheques books, receipt books etc.

VIILI. Cash/fidelity insurance.

The auditor should advise the organization to send a letter to all its bankers
to confirm the balances to the client organization. The auditor should examine the
bank reconciliation statement prepared as on the last day of the year. It should be
examined whether (i) cheques issued by the organization but not presented for
payment, and (ii) cheques deposited for collection by the organization but not
credited in the bank account, have been duly credited in the subsequent period. For
this purpose bank statement of the relevant period should be examined. If the

cheques issued before the end of the year have not been presented within
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reasonable time i.e. six months in normal course of business, the auditor should

examine that the organization has reversed the relevant entries.

The auditor should pay special attention to those items in the reconciliation
statements, which are outstanding for an unduly long period. The auditor should
ascertain the reasons for such outstanding items from the management. He should
also examine whether any such items require an adjustment/write-off. Where a
large number of cheques have been issued/deposited in the last few days of the
year, and a sizeable proportion of such cheques have subsequently remained
unpaid/uncleared, this may indicate an intention of understating/overstating dues
payable/recoverable or understating/overstating bank balances. In such a case, it
may be appropriate for the auditor to impress upon the authorities to obtain
confirmations from the parties concerned, especially in respect of cheques
involving large amounts. The auditor should also examine whether a reversal of the

relevant entries would be appropriate under the circumstances.

The auditor, in cases where a large number of cheques are in hand at the
date of the balance sheet and a sizeable proportion of such cheques have
subsequently remained undeposited/uncleared, should also consider the procedures
discussed in the foregoing paragraph. In relation to balances/deposits with specific
charge on them, or those held under the requirements of any law, the auditor

should examine that suitable disclosures are made in the financial statements.

In respect of fixed deposits or any other type of deposits with banks, the
relevant receipts/certificates, duly supported by bank advices, should be examined.
The remittances shown as being in transit should be examined with
reference to their credit in the bank in the subsequent period. Where the auditor

finds that such remittances have not been credited in the subsequent period, he
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should ascertain the reasons for the same. He should also examine whether the

organization has reversed the relevant entries in appropriate cases.

Where the auditor finds that the number of bank accounts maintained by the
organization is disproportionately large in relation to its size, the auditor should
exercise greater care in satisfying himself about the genuineness of banking

transactions and balances.

6.8 GUIDANCE NOTE ON AUDIT OF LIABILITIES

Liabilities are financial obligations of an organization other than corpus
funds. Liabilities include loans and borrowings, other current liabilities, installment
payable under hire purchase agreements and deferred payment credits.

The audit of liabilities is primarily directed at ensuring that all known
liabilities have been properly accounted for, since material omission or

misstatement of liabilities vitiates the true and fair view of financial statements.

An important feature of liabilities, which has a significant effect on the
related audit procedure, is that these are represented only by documentary
evidence, which originates mostly from third parties in their dealing with the

organization.

In carrying out an audit of liabilities, the auditor is particularly concerned
with obtaining sufficient appropriate audit evidence to satisfy himself that all the

known liabilities are recorded and stated at fair and reasonable amounts.

The auditor should particularly review the following aspects of internal

control relating to liabilities.

(@) In respect of loans and borrowings including advances and deposits, as far as

possible, the following should be clearly specified:
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(i)  The borrowing and powers limits.
(i)  Persons competent and authorized to borrow.
(ili)  Terms of borrowings.
(iv)  Procedure for ensuring compliance with relevant legal requirements/
internal regulations.
(b) In respect of other current liabilities;
The internal control procedures as spelt out above for loans and borrowings

broadly apply in relation to these items.

Verification of liabilities may be carried out by examination of records by

applying the following procedures:

Loans and Borrowings

The auditor should satisfy himself that the loans obtained are within the
borrowing powers of the organization. The auditor should carry out an examination
of the relevant records to judge the validity and accuracy of the loans. In respect of
loans and advances from banks, financial institutions and others, the auditor should
examine that the book balances agree with the statements of the lenders. He should
also examine the reconciliation statements, if any, prepared by the organization in

this regard.

Other current liabilities

The auditor should verify that in cases where income is collected in advance
for services to be rendered in future, the unearned portion, not applicable to the
period under audit, is not recognized as income of the period under audit but is
shown in the Financial Statements as part of current liabilities.
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The auditor should examine the hire purchase agreements for the purchase
of assets by the organization and ensure the correctness of the amounts shown as
outstanding in the accounts and also examine the security aspect. Future
installments under hire purchase agreements for the purchase of assets may be
shown as secured loans. The deferred payment credits should be verified with
reference to the important terms in the agreement, including due dates of payments

and guarantees furnished by banks.

6.9 GUIDANCE NOTE ON COMPUTER ASSISTED AUDIT
TECHNIQUES

Computer Assisted Audit Techniques (CAATS) are important tools for the
auditor in performing audits. CAATs may be used in performing various auditing

procedures, including the following:

(i)  Tests of details of transactions and balances, for example, the use of
audit software for recalculating interest or the extraction of invoices
over a certain value from the computer record.

(i)  Analytical procedures, for example, testing inconsistencies or
significant fluctuations.

(ili) Re-performing calculations performed by the organization’s

accounting system.

CAATSs allow the auditor to give access data without dependence on
the client, test the reliability of client software, and perform audit tests more
efficiently. CAATSs are computer programs data that the auditor uses as part of the
audit procedures to process data of audit significance contained in the

organization’s information system. CAATs may consist of package program,
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purpose written programs, utility programs or system management program; the
auditor substantiates their appropriateness and validity for audit purposes before

using them.

Considerations in the use of CAATS

When planning an audit, the auditor may consider an appropriate
combination of manual and computer assisted audit techniques. In determining
whether to use CAATS, the factors to consider include :

(i) The IT knowledge, expertise and experience of the audit team.

(i) The availability of CAATSs and suitable computer facilities and data.

(ili) The impracticability of manual tests.

(iv) Effectiveness and efficiency

(iv) Time constraints.
IT Knowledge and experience of the audit team

Specifically, the audit team should have sufficient knowledge to plan,
execute and use the results of the particular CAATs adopted. The level of

knowledge depends on availability of CAATSs and suitable computer facilities.

The cooperation of the organization’s personnel may be required to provide
processing facilities at convenient time, to assist with activities such as loading and
running the CAATSs on the organization’s system and to provide copies of data

files in the format required by the auditor.

Impracticability of manual tests
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Some audit procedures may not be possible to perform manually because
they rely on complex processing or involve amounts of data that would overwhelm

any manual procedure.

Effectiveness and efficiency

The effectiveness and efficiency of auditing procedures may be improved
by using CAATs to obtain and evaluate audit evidence. CAATs are often an
efficient means of testing a large number of transactions or controls over large
data.

In evaluating the effectiveness and efficiency of CAATS, the auditor
considers the continuing use of CAATS application. The initial planning, design
and development of CAATs will usually benefit audits in subsequent periods.
Where the time available to perform an audit is limited, the auditor may plan to use
CAATSs because its use will meet the auditor’s time requirement better than other

possible procedures.

Using CAATS

The major steps to be undertaken by the auditor in the application of
CAATS are to:

(a) Set the objective of CAATS application.

(b) Determine the content and accessibility of the organization’s files.

(c) Identify the specific files or databases to be examined.

(d) Understand the relationship between the data tables where a database is

to be examined.
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Define the specific tests or procedures and related transactions and
balance affected.

Define the output requirements.

Arrange with the user, if appropriate, for copies of relevant files or
database tables to be made at the appropriate cutoff date and time.
Identify the personnel who may participate in the design and
application of CAATS.

Refine the estimates of costs and benefits.

Ensure that the use CAATS is properly controlled.

Reconcile data to be used for CAATs with accounting and other
records.

Execute CAATS application.

Evaluate results.

Document CAATSs to be used including objectives, flowcharts and run
instructions.

Assess the effect of changes to the programs/system on the use of
CAATSs.
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CHAPTER -7

GUIDING PRINCIPLES FOR CONDUCTING THE AUDIT AND
DRAFTING OF AUDIT REPORTS OF VARIOUS
INSTITUTIONS UNDER THE AUDITORIAL JURISDICTION
OF THE HP STATE AUDIT DEPARTMENT.

7.1 Panchayati Raj Institutions

Authority for audit

The audit of accounts of Panchayati Raj Institutions has been entrusted to
the Himachal Pradesh State Audit Department as per the provisions of the section
118(4) of the H.P. Panchayati Raj Act 1994.

About Panchayati Raj Institutions (PRIs)

At present there is a three tier system of Panchayat Raj Institutions viz. 12
Zila Parishads, 78 Panchayat Samtitis and 3615 Gram Panchayats in the State. The

following table shows the present setup of PRIs:-

Sr. No | Name of the PRI Total Headed By
Number
1 Zila Parishads 12 Secretary (D|s_tr|ct Panchayat
Officer)
5 Panchayat 78 Secretary (Block Development
Samitis Officer)
3 Gram Panchayats | 3615 Panchayat Secretary
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Time Allotment

The time allotment for each account is fixed by the Director-cum-Examiner,
HP State Audit Department and is ordinarily calculated in terms of a pair of
auditors which IS generally based on the expenditure
(excluding investment/deposit works) incurred during the year to be audited. The
Auditor should make efforts to save as much time as possible. Due note of
saving affected will be taken and their efforts in this regard will be
appreciated. Permission of the authorities shall be a pre-requisite in case extension
of time allotment is required by the audit parties; otherwise the extra time availed
will be treated as unauthorized stay and will be dealt with accordingly. Auditor

should not avail the time allotment fixed above as a matter of routine or right.

The time allotment for conducting the audit of accounts of Panchayati Raj

Institutions of Himachal Pradesh is as under:-

Particular Revised time allotment

(In terms of pair)

Period of Days of Allotment
Audit

Expenditure up to 330,00,000 = 2 days
Gram

Panchayats 1year |Expenditure from %30,00,001 to X80,00,000 = 3 days

Expenditure above 280,00,000 = 4 days
More than 1| Days allotted for one year audit as above + one day for every
year additional year of audit.
Panchayat
Samiti/ Zila 2 davs per vear
Parishad ys pery
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Audit fee to be charged

Actual cost of establishment charges shall be charged which shall be
calculated @ 1000/- per Assistant Controller/Section Officer and Z800/- per
Junior Auditor/Article Assistant per day and it shall not include the period of leave,

gazzetted holidays and Sunday.

Audit Checks to be exercised

While conducting the audit of various funds of Panchayati Raj Intitutions,
the following aspects need special attention of the auditors:
1. Checks to be applied :-

(i) Cash book-100% .

(i1) Grants-in-aid:- Credit of Grants- in- aid 100%.
(iii) Income from own resources :- Only for the selected month(s).
(iv) Expenditure:- Only for selected month(s).

(v) Other general audit checks may also be applied in respect of the
following and position thereof may be incorporated in the audit report :-

a) Adjustment of temporary advances.

b) Retention of cash in hand in contravention of rule 10(3) of HP Panchayati
Raj Rules, 2002.

c) Preparation of Budget Estimates in accordance with rule 37 & 38.

d) Reconciliation of Bank Accounts.

e) Utilization of grant in aids.

f) Recovery of Fees/Taxes/Rents.

g) Purchase of store/materials.

h) Expenditure on works for various grants/schemes.
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1) Maintenance of record etc.

J) 100% cash book of MGNREGA.

k) All the receipts & expenditure of selected months.

I) Measurement Book (MB), Muster-rolls, consumption of materials & stock
register of selected months.

m) FTOs (Fund Transfer Orders) are required to be checked by the audit party
as per the instructions.

2. General instructions:-

(i)  The directives of Headquarter Office shall be adhered to by the circle
audit parties from time to time for conducting the audit of PRIs.
(i)  10% reduction in the time allotment will be made in case the last audit

note(s) are not attended to on one ground or the other.

3. Before conducting the audit of Panchayati Raj Institutions, it is highly
recommended that the different provisions as explained in Panchayati Raj Act 1994
and The Himachal Pradesh Panchayati Raj (Finance, Budget, Accounts, Audit,
Works, Taxation and Allowances) Rules, 2002 must be consulted in addition to the

general rules/provisons/above audit checks & instructions.

Audit Requisition

Requisitions for supply of information should be issued in beginning of the audit
on the accounts of Panchayati Raj Institutions (PRIs) as per the proforma given

below:-
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Proforma

Audit Requisition NO........cocevviiinniinnnn Dated......cccevvvniinnnnns

Subject :— Information relating to various accounts of Panchayati Raj
Institutions(PRIS).
Please provide the information and status relating to the following:-
I. Number of Cashbook.
Il.  Reconciliation of Bank Accounts.
I1l.  Preparation of Budget Estimates in accordance with rule 37 & 38
IV.  Adjustment of temporary advances.
V.  Utilization of grants-in-aid.
VI.  Purchase of store/materials.
VIl.  Recovery of Fees/Taxes/Rents.
VIll.  Expenditure on Works for various grants/schemes.
IX.  Measurement book (MB), Muster rolls, consumption of materials &
stock register.
X.  FTOs (Fund Transfer Orders).
XI.  Grants-in-aid:- Credit of Grants-in-aid.
XIl.  Income from own resources.
Xlll.  Expenditure.
XIV.  Physical verification of stock articles and certificate of the last physical
verification.

XV.  Job cards issued and limit of issuing job cards.
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Format of financial position of Panchayati Raj Institutions:—

Requisitions for supply of financial position should be issued at the time of audit

intimation to the concerned institutions as per the prescribed Proforma given

below:-
Proforma-A
Financial position of .........ccccevuiiiiiiiiniennnnns for the year .........cccueeueee
A. Own resources
Year| Opening Receipt Total Expenditure | Closing
Balance during the Balance
year
Grant-in-aid
Year| Opening Receipt Total Expenditure Closing
Balance during the Balance
year
Proforma-B
B. Financial position of Grants-in-Aid of ......ccceeeee vevevenen. for the year.

Sr. No.

Particular

Opening
Balance

Receipt
during the
year

Expenditure

Closing
Balance

1 MGNREGA
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2 Indira Awas Yojna

3 Integrated Water Shed

Project

4 SJSRY

5 Swachh Bharat
Abhiyan

6 | Any other grant
(Please Specify)

Proforma-C

Position of Head/Month wise Income & Expenditure

Head/month

Sr.No| Head | Apr. | May | Jun | Jul | Aug Sep | Oct |Nov Dec| Jan |Feb Mar| Total

Note. — These are broad guidelines/information any other information/record in
addition to above which are required by the field audit parties on the spot may be
obtained from the institutions.
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Note:- This is an illustrated format of audit and inspection note on the accounts
of Gram Panchayat.

DIE IR 1 1 B Er: e L ST e, , RO w0 & srafer .......... L ED
AT FT eheqor Ue Areqor gfaaes
ART-TH
1 TEATAAT

(F) AT o=t ST it FRrRTien & woreasy A= yeor d=radt o Afafaaw 1994 #r
TR 118 H FET &I F HIh (Maed Ta 3T Hi=d T=1adqT T FS90T & 95 |qedr
PCH-HC-(5)C(15)LAD/2006-12669 T2 07.04.2016 FTT T=TTT ST ST 3 i30T F7 aTFreT

e, AT Y=9r ST o@T T80T 3 nT 1 &9 S 6 gea |, T 99004 ..., [AHE GO
............... AT oo, RO TO F AT .. & .ooeo... o STETSN T 30707 T TRATAS TS ST AT
qdreAT e g R )

(&) STREAOT ST o A UTH GA1Ad H Ao T, =, Toe el agraes J 0 A
o FEAT 73 -

T -

FH GEIT qm sTafer

1

qf=a -

FH GEIT qm srafer

1

RERIEIRCEARE RS

FH AT ™ srafar

1
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TTH =TT F TTT s L I F AGTAT F 3heqor Ue AT F S 912 T8 T iT
FfTAaaret #1 a4 F9 T H 8-
T T T gt faar 1 gfera 9 TN (EATET H)

1

2

3

(=) T SheT Fiaaa: -

AT TR TS o@T TEeAT AT g U9 GA1q T STREA AT .......... L I
3 forar T T o forerer sisheqor wiaaes & O 92 9% fi T FTEATS FT SATATHRT FLd o ST G20 T
Tt Rt & sisreror wfaaes F afiforg - qv gafs T 2|

T :- 7f Jorg sigweror faT ST T@T 2 AT T siheror wiaaed o7 feoquft T2 € st

ATIT-27
2. TAYT 3THeTT
TTH T o, IEEQGRCL AN AT e, F AT oo, £ I F et
FT AAATT Sheq 0T AT T A= / SATANT Afgwr/ o eE g G i q

........... T UTH G o FH1ATAT § 3T 37| 0 =247 67 faeqa St= gq 716 99+ 935 qufersy & Jqame

T ETAT 67 AT TAT GATAT % T 37 F AT I 64T T3T: -

EL] EIRIGIE) RRIGIE)
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Disclaimer:- T J#&T9T UF [F¢71e79T 913377 T ITE€99T G797 & [3777F HT&FRT FI3T FTTE FIATE TS

TS TF STHGE & ST T (347 TAT &1 FF TATIT Z1T AFET F1 FTAE FIqT3 T2 191 91
FFAV ST 3 T/ TAT T ITAE T 519 1 0917 F 536777 Jiaaed 7 517 a7 31 97 7977 57
BHTHT 24T T F@T TT (G977 3T 787 §1T1

3. STHET

TTH 9T 6 Fad ..., L I & AT T SREA e 2......../- AR AT | ITH SAheqoT
QI T TTTLT T L@ Tohd S FTHe/AoelTeel 9 & ATead | Haer, A= Jaer a7 or@m 93reT &,
frAeT-171009 1 efterrfaefier YT e I STheqor ATEIT==T HE&AT ... LG L O FAMEEIRE]
e & SIqrer 6T 1|

4 () P Rt -

G F=E GIXT SheTT STTEITAAT HH ... L1 & I & AL § TEQT ATHAE o ATHT
TH GATAT & T e, L S % or@Eret i A Rufa &1 gferm fHeer [ 7w 7 g,
et foeqa oo g afvfere..... § «f AT mar &)
ofred TAAY BN LI R HqAY
FHAH (3+2) AN (5-4)
1 2 3 4 5 6
-&T
AT
T AT

(@) &% gETET fEEeeft
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EERCIGICIRCE R P

ED IEERI EETD graT I AT
)

5

6 | gEqra aw

% @TAT F gEAd A9 T (&AT6 AT T T

e -7 9% guTYT fEaft:-

TIHE Tl * AT I AT = Al o s (377-4) seaqery:-

AT & S @Il T (a1 ---- FT AeqLAT:-

Heq -

T vq¥ g a1 I HTL0T/aF THTET feraeoft

(1) RS TRt AT 9% @Al 6 AL T HATA 92 theror it 7 feeaforrn

(=9 T & Siaid e dat ° qeated At g tHar smitad o 1)

Rule/ Govt. Order/Instructions

Audit Observation (Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

5 IGEES
& ofiTe F savra e & geefea At s sl i )

Rule/ Govt. Order/Instructions

Audit Observation (Detailed Audit Para)

Audit Requisition

Reply from the auditee
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| Action/Suggestions

6 AR f % AT T AT

TS H=E GIT STeheq v STTEETaaT HH I —mmmmoee AT - T | e AT Stk giforg
-... UL HAT § % ATER QAT -mmomv ST LG I A I AT TR ITIRT Jq AT ofF |
farferr faemaTee T g ST ST & AT 957 it 9qd ATET AqaT i 7 At smater & =
= TR STTAT 9T 9w VAT 7 g1 o 10T € T AL g o AT —FT FLHTL TISTATSAT & ATHIOI il
B AT AT & AT = ST UST 2 | o S iy &y A sty F I == T w5 F Fwn w6
TTY Fd gU THE AT g TAH ATRET F AT TRl hl TP STH FHTeh 36 1A FHl T HIAT
FEATET BT SO st Tfer FT TATI07 Fwaterd JT T AT ST gEtad & S qoJr qaqae
AATAAT & TH (AT &7 A STa9Tq FamT geted Bhar s

7 PEIPGEASEE]

(F)  TEHL AT ... ATE T X TGAT g AT

Rule/ Govt. Order/Instructions

Audit Observation (Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

AT S AT JEHT AT 1197 /T Frgwor

ELl T HIAT TT ENED Fget gq v | feorft
RUEl

(@)  WEES ZERt T L AT Y Tfer agett 3 aw

Rule/ Govt. Order/Instructions

Audit Observation ( Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions
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AT 7 AT FIETSH A< & S T 127 7 faawor

Fo | WIETES aTaY | TATIAAT | TATAAT | STheTT rafer & | ioheror rafer | a=hmar froqofy

FEOAT 9T | T9 I AT TF BA oF | F AT TR A | AGAT B
et FT T TAA L g | FGA AT TS | AW
7 faaor Tfar

(M) FEY/AAA /AT T arera e R f awrar AT T FHAT AT AT

Rule/ Govt. Order/Instructions

Audit Observation( Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

FAT & AT AT T (9 /T =T
T/ aq/aEE/AEt | e | |9 A - | FemT T | feooft
qgAT HE&AT TIAT a1 [EZIRII H FHMET | T

[EIRL FFfe/ag

COEERE R

(Furh % A= & gw=faq Ay siafaaaT)

Rule/ Govt. Order/Instructions

Audit Observation (Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

8 2R

(=T T et At siereror syt St=a Su-oftde o siasta erifea &t JT)

Rule/ Govt. Order/Instructions

Audit Observation ( Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions
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9 HESIA Tl ST A TAT IHH ATHAGT F AL e H Tqariad It it sragadr ar

oo damaet Tt (A aote o, g, e 9 9=) Memmaett 2002% R 102(1) 7 (7%
ST % STATE et T=mad SAferaT g7 qiad ToT AT AEed-10d gt T=1ad afad gy aeiead
AT AfaRT w7 et /At & # wergal & 2ot @ & T Jee-ae SRy # &
TfreT” (Muster Roll Issue Register) & STt 3 Su=teq ST R0 SITU| Teat et & wmafaa g o ==
HET-UA T ATHAGT T AL [GoTo AT AT AT shl HIATOTAT o AT T¥ AT STTUAT| T
DRI 1 < A FTT SART AT AT TR T T FEed-TAT i AHAT SReqv § 977 747 6
STk TRt Y srqarerT sifors &9 & 1 £y 72 ot qorr gew w9 § =aw e femfaar o v -

1.

2
10 TAGM § A e st faars

( AT AT & FE AT STheq 0T AT AT 6 T¥ 3 Savid A@iehd il S0
11wt et & aweted s e et

(FReTor shrart | e fer sfereror i 28 98 Sqeid J@ifshd i STT0)

Rule/ Govt. Order/Instructions

Audit Observation) Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

12 Tl T SreagaeT FXd g0 Hgcad Ul STTSe@l T STeq0 7 HTAT

Fo Tioreey/arferere FTH T Tefia Faa

13 EIRISESICIRE]

R oTo darardt 7ot (o aste ford §h Fare o W) 9w 2002 % H=rw 73% favid 9=md &

HUST &1 YA 6HIg d18 AT TATIA AT ST AT g T SAheT0T & 2 91T AT Toh T=1aad
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FRT VST T MIETa To0eT HeTae ayv .....5% S AT TAT A7) 93] SReAT STafe o e el

AT TR T THT TATIT Tl AT ITIT AT | A SHeq il AT & AT [IT AT @ o6 Fqa1 7 A=
T RIATTAT T FATIA FHEATHT AT AT ST |

14 e fafae sieretor sraf=ra
15 &g safy fEE o

RSO AT AT L F I T |
(1) 3iereror Ug fAfeeror gfaee |t ... L

Fo Ho | qaTHo fAofta/erf=ofia SIITAAT T "erd fFaw
1
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Note:- This is an illustrated format of audit and inspection note on the accounts of
Panchayat itimS.

qTT-TH

(F) TTETa oy s Y fArwTiert o wereawy fBurser Taor d=madt T stterfaaw 1994 #iv ey
118 ¥ Herrg_ I T HYw Moud TF IT df=a d=FTdr TS FAERT & 9% g r PCH-HC-
(5)C(15)LAD/2006-12669 fa=i 07.04.2016 FTIT YT TIST HEATT o heq0T FT 1A H<er,

AT Y=er ST @ 90T TR 7 S0 S % e, 9= G faw gve
............... S ROYOF AT ... " ... F G FT HRA FH GHEA
Ja9T TF AT g faramT grer &

(@) AT Al & I T G § Mt srewer, @ Aw stesl ud ey #EEnt
e, T=aa Mes® vd g 9= aifd # e 0 -

Hege -

FH TEAT CIE srafer

1

e fawTe STferaTl Ua e FaaeT ATl -

FH AT GIE srafer
1

Y=g e ve g a9 gt -

FY TEAT T afer
1
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(T) TR AT A

TETT g F AT £ N F TN F AFeT0T U [Er F S e T
et srfRafRaaret #r aw e a -
7 TEar st faaar 1 |@fem 9 Tfor (=Tt ®)
1
2
3

() T 3heror gidaed: -

AT TaeT TS @ TLrET 9T g0 I 99T T SR AT ... o, ED
fora o wram o7 o sieheror wideeT & O 9% 92 it TS FTLATS T ATATRT F4F 6 UL Ui 6l
TG Forfa T seheror Tiaaad & TRfg ... 9% q907s % gl

(Fre:- T T2 sfereror ToraT ST TET 8 AT T sereqor Tfdaae ux feoquft J=i it SIraet)

ATT-aT
2. FAHTT S{ehreqT
R DI £ I , TEm e L AT e, BT 1 £ A L U Ed
AGTAT T ATHT SToheqor AT .. TSI (Raeh / ST STTerahTl/ oI@T TLrersh 5T QA i ...
£ T UTH 99T F AT § 6T AT 3 =37 it Feqa it gq A =399 @ arfersr &

FTETE T SAT T AT TAT GATAT % el 77 o AT I 63T TAT: -

aq ERIGIE) =17 (W)
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Disclaimer:- 2& 33279 0F (R340 9ida=T #7 99 997197 TiHIq & [F97%F dT8F7T F1RT 3T
FIATE TE THATIH TF SITHAG 3 HTETT T (397 TAT &1 FF THTIT 1T HFETT F FTAE FLATE T2 (3T
AT AT ATHAT 3 TN TAT T ITAE T ZI #1 1e91d 7 SFETT JIdaaT 7 517 a1 341 41 T49717 57
[RAT=T 39T TS AT TR1ET 139797 37T 781 g7

3. EETELI Rz

=TI "Rt F oAty L L IR F AETA AT FFRA [F 2Z........[- SATHT TAT 1 I
SREAT Q[oeh shT TTTT T YT S STH/HEEITHET = & HTedH F fAers, B yger 17 @y adrar
o, fameT-171009 it efterfasiier IS e S Stheor SATEAT=e1 §&T ... LG L O AR
AT Fe F e AT T

4. (%) fa=f feurfa: -

AT AT AfEd G SR ATSIATHAT FH oo L1 RN *F I W I
AT & ATATT TTH GATIT o6 TAT oo LS I & e fai Rt #1 |@ferm fFawr
e w7 g, e faeqa faer g ek, 7 «ff R =

sfrs AT UL TRT AT
FIAH (3+2) AN (5-4)
1 2 3 4 5 6
E-Eq
ST
T AT

(@) % qureT fFEeeft

= S [- & AEated a quTeT feaeft yoffos MGz NGRS
= Trar ¥ fAewfi:-
ED IEERI EED graT I AT
)
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5

22 | gEaq a9

% @TAT T gEAd A9 F (&ATEF -7 e T

oA -7 S YT fEaefi-

e Tl o AT 92 A fa=i Fafa & sqam (3-4) seqar:-

AT & S @Il T [QeA T ---- FT AeqLAT:-

-

T vq¥ g a1 I FTL0T/aF THTET feraeoft

() T dal qAT S GTAl o6 LA I AT 92 S{eheq v srafadt 9 feoaforgt
(=9 ofiYe % sfauiq Trehg et o aratera At st e sifea i o)

Rule/ Govt. Order/Instructions

Audit Observation) Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

5 IGEE
&9 ofiTe & aura e & aratera At siaafaan il i )

Rule/ Govt. Order/Instructions

Audit Observation (Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions
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-aRfrE ... WHAT g F AgA R T /- T AAETT H I T /o
T T ITANT g AW AT [t s FT §q I ST 6 SAadhd 95 dl 9 SATHTT SAE
Trfer 1 AR srater & ST = R ST 9T 9Req UAT 9 g9 % HIE0T 9 T GG B 6 q1F —AT
LR AT | AT T Z AT AT F Y d=d g1 98T & 137 e iy 1 fafga sater
FE T T FIA & FUT &l TT2 FId gU 386 A7 g TAH ATIRET F SAaTer a@ral sl Tihid I
Fleh Ih (19T ol AT FIAT FEATHT AT ST AT T FT FATIOT FFferd {7 i /a1 =T
ATET AT ST T9T T SATATAAT & 7 ST & §fF STawTd wea ™1 et har s 1

7 CE IR IE IR L

(@)  THEI/AAAT S 6 T 0T THRMAT ZET AT THAT 0l AT

Rule/ Govt. Order/Instructions

Audit Observation (Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

FAT o AT A7 T 77 F1 fFzor

/AT [EaiREES I e - | Femar T | feooft
BBl N FEwMET | A

(@) (3T 9T ) IURIh & sffates & gafa Afae stRataaarm)

Rule/ Govt. Order/Instructions

Audit Observation (Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions
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8 2p)

(T ¥ FETTA Sheqor AT T8 G o S i i )

Rule/ Govt. Order/Instructions

Audit Observation( Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

9 THTAd T e & 9a9 O AT FHATAT 6l TaT Srh1sl a7 Svg, G (o6 T 9aq o
AT H TS TS Sheq T ATt

10 SThETOT | TS T 4T & TFE(eEd SeheT07 ST I 1 JT=I07
11 9=rIdl & AR ST g S/ St ATt & owg STATRET ST ST FHTAT
FT THHTT FTAT S ST ST AT | A {eerd AT 20l QUiaT aT47T TH ST 27 & FeATIT §q

TN T ST "SI THaT S8 90 9G] 367 T & e ST S| &7 9T T8l g4 &
T faaer 9% qrferT srgaTe aTeiud 6T S|

o | et ATt | e e A TTfer
.
T ATH
FA AT
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FFHEAT AT AT L F I |
(1) steReqor UE fAdeqor wiaaae At ... L

Fo Ho | T Ho fAroffa/srfaofta | srareraT #1 "@fer fEawor

1

2
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Note:- This is an illustrated format of audit and inspection note on the accounts of
Zila Parishad.

qTT-TH

() TTETE st T Y Arwrernt F woreasy Ram=er yaor d=radt aet srferfaera 1994 & ey
118 ® Heregd I 9 < Moud UF 37 =g d=Edl TS @EE % 99 e r PCH-HC-
(5)C(15)LAD/2006-12669 fa=i 07.04.2016 TIT GATAAT TIST HEATST o SheT0T FT 1A H<er,

AT wRer ST o@T 9T AR w69 S| ghesa, e akug o gve
............... AT L TROTOF AT L " L TS FT SR R
Q9T TS oI Gt o amT g & =

(&) SFReTOT At F 0 AT g=Td ¥ Ao stewer -cseger 7 ST d=m sty ue
e T TRug FEd 71 -

Hege -

FH TEAT CIE srafer

1

e d=ma srfaer e vl -

FH GEAT s srafer

(M) AT st i am-

Semahmwg Feafa o £ I F AT F FheAor v [eor F S arg 2 i
i Aaaret 1 a9 T 7 2
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37 T fRataaar 1 gferg 9w Tty (amEt ¥

() I SReAOr qidaE: -

AT T29T TS @1 areT oA T I 939 T STREA AT ... L I
o fora T s o foreen sisheror Ifderes o O 927 9% 1 T FTaTS T ATATRA FHLd o ITLwd G0 6T
TG Forfa T seheror Tiaaad & IRfg ... 9% q907s % gl

(ATE - TT< TAH Sheq7 FohAT ST TZT 8 a7 T Sieheqor Tiaerae a¥ fevquft 981 it sranft)

ART-aT
2. FATAT SHET0T
ST afiug. fAFEETe L, AT ETC 1T S L I B EEIE
T AAHATT A0 =T EHREAEREETINEE C M) 2 E R VA = e R L E A R B L1 T q

........... T TTH T 6 FATd | 6T AT 3 =2 67 Faeqa si= 2 718 =4 7% qrferst & sqar

T FIL T A TAT T=AT % FA oA % A4 G2 21 1w -

g SRIGIE) =17 (W)

Disclaimer:- 3% F#&77 TF [A¢7e79 Fiaaa T JTET [T TRUT F [R97% STaH71 ZTRT T FXaT5
TE FFATSH TF STIGE % ST 9 (347 797 &1 3% G197 FIT SAFETT F1 FTTE FXAT5 7% 1301 41
TAANATHAT & IO TAT T FTTE T §I7 #1 [e91d H F3eT7T FidasT 9% g7 aret 1791 41 79717 57
TEHTHT J=T T FGT TRIEIT [397TT 3141 781 81971
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3. EET LRI

af=a & srer BT T

4. () P Raf:

ofi AT iy TN FTAH AT FTAT
(3+2) (5-4)
1 2 3 4 6
AT
A=A
F AT

(@) % e Eaeett

= S [- & grafeera a& aurem fraeeft (affae . ) FeTE g
& @rar 1 fEEfi:-
F IEEEUI EET grar I AT
®)
1
2
3
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FEARTA T

e @TAT T gEAd A9 T QAR T T T

AT -7 S g Eft:-

TS Tl AT I qITL o ot o T (927-4) e ery:-
YT o S GTal 1 QT - FT A 9rm:-

I

T Tvq¥ g a1 ITeh w01/ FHTET feraeoft

@m) THE Tl TAT S GIAT 6 AL F FATAT T SReq 0T At 7 feoaforat
(39 of T F SqTq U Tof o qraterd At st AT sifea it sm)

Rule/ Govt. Order/Instructions

Audit Observation (Detailed Audit Para)
Audit Requisition

Reply from the auditee
Action/Suggestions

5 Raer
(=9 e & siauia Haer & qeataa s stAataar saifed S S)

Rule/ Govt. Order/Instructions

Audit Observation (Detailed Audit Para)
Audit Requisition

Reply from the auditee
Action/Suggestions

ST 9w af=e gwRT siRear sfesm=aT w9 i ... s =T T5qd § T Foeen,
afeferes ... S1LEJ- T HAT g F AT QAT /- TF AR | I TrA W A
............. [T T ITART g AW AT | fAfH AwETeE w1t gq I AR & ATAHid a7 A oad
ATETE AR T &1 &g srater & I =37 T ST o7 93eg VAT 7 09 & H0 & & Taiie
B o FT AT ALRT ATSTATAL & ATHIOI T ZI AT AT F A Fod AT =T 8 | 3T STTT 797 il
fafea sater & S =0T T FTA F FIO H1 T FId U 384 AT o T&H ATIFET & rafer TEradt r
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T T Fdeh I<h TT19T A0 AT HlAT GIATHT [ohAT SITT ST TI19T T TATIIT T (eI FEAT &l AT
ST AT BT SITT T TRTIETE STATeT & 36 o9 i ST ST Hea T gt a1 S |

7 S g T
(@)  THMEI/FAAAT S 6 T o0l TR ZIAT AT TGAT Al AT ...

Rule/ Govt. Order/Instructions

Audit Observation (Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

FHAT & T 3T =0T 190 /T FEawor

TR/ AT e | wfas faqr® - | s e | feoft
o T FHEAT | AT
B3R dFTe/ A

(&) (T ) (ST ok ATqTh | qeata fEtaer sfaatigan)

Rule/ Govt. Order/Instructions

Audit Observation (Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

8 2Rl

(3T F AT STReToT ST 59 9% % 3{aid r@iiehd i S10)

Rule/ Govt. Order/Instructions

Audit Observation (Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions
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10

11

12

13

14

ST TRwg [HTer & o O aTed FHATAT df JaT TTorhTall TIT 3vg, a1 o6 T

AT T WL H GTS TS Sheq0T S |

SRETOT H TS TS AT F Hr (w4 SAheq07 S {<ray 7 Ir&qr |

afafaat 7 d=maat w1 Fmior Fwrat 3 Sry/seatid S et F Peg ST

THTI 9 979 AT |

FAT FRATOT 7T ST ST LT & Feafeerd FHTAT 67 qOrdT JoT THH A0 =37
& HATIA 2q AAQAT o G=adl g0 S STATRET S99 99 97 =367 W 8,
S SIIIREAT S99 95 FT I Aol gF 8 ST (Gaer [e it SEr
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7.2 URBAN LOCAL BODIES

Authority for audit

The audit of accounts of Urban Local Bodies i.e Municipal Council, Nagar
Panchayat has been entrusted to the Himachal Pradesh State Audit Department as
per the provisions of the section 255(1) of the Himachal Pradesh Municipalities
Act, 1994 and vide notification No. 1-376/81-Fin(LA) Vol. (IV) dated 16.10.2008

of Principal Secretary (Finance) to the Govt. of Himachal Pradesh .

Organisational structure

At present there is a three tier system of Urban Local Bodies viz. 5
Municipal Corporations, 29 Municipal Councils and 27 Nagar Panchayats in the

State. The following table shows the present setup of ULB’s:-

Sr. No Name of the ULB | Total Number Headed By
1 Munlcn:_)al 5 Commissioner
Corporations
2 Municipal Councils 29 Executive Officer
3 Nagar Panchayats 27 Secretary

Time allotment

The time allotment for each account is done by the
Director-cum-Examiner, HP State Audit Department and is ordinarily calculated in
terms of a pair of auditors which is generally based on the expenditure (excluding
investment/deposit works) incurred during the year to be audited. The Auditor
should make efforts to save as much time as possible. Due note of saving

affected will be taken and their efforts in this regard will be appreciated.
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Permission of the authorities shall be a pre-requisite in case of extension of time
allotment is required by the audit parties, otherwise the extra time availed will be
treated as unauthorized stay and will be dealt with accordingly. Auditor should not

avail the time allotment fixed above as a matter of routine or right.

Audit of ULBs i.e Municipal Corporations, Municipal Councils and Nagar
Panchayats should be conducted for one month of
income and one month of expenditure to be selected by audit parties at their own
level in each year in the following manner :-

a) For conducting the audit of Income:- the month in which
maximum income has been generated during the year may be
selected.

b) For conducting the audit of expenditure:- the month in which
maximum expenditure excluding Investments and Expenditure related
to Deposit Works has been incurred during the year should be

selected.

However, audit parties, with prior intimation to the Headquarter
Office, specifying the reasons therein or on the directions of the latter, may select
another month for conducting the audit of each Municipal Corporation, Municipal

Council and Nagar Panchayat.

(a). The allotment in r/o Municipal Councils / Nagar Panchyats has been
fixed in terms of pair of auditors consisting of one Assistant
Controller/ Section officer and one Junior Auditor. There will be an
increase of 60% over the fixed time allotment in case audit is

conducted single handed by either of three.
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(b). The allotment in r/o Municipal Corporations has been fixed in terms
of single man and in case audit is conducted by audit party
consisting of more than one person, the time allotment will be
calculated accordingly.

(c). The Audit party should make efforts to save as much time as
possible. Due note of saving affected will be taken and their efforts
in this regard will be appreciated. All other guidelines instructions
issued vide above referred memo and issued from time to time in

this regard will remain in force.

The time allotment for conducting the audit of accounts of Nagar Panchayat/Nagar

Parishad/Nagar Nigam of Himachal Pradesh is as under:-

Time allotment in respect of Nagar Panchayat/Municipal Council

Expenditure per annum (excluding Revised time allotment ( in terms of pair)
expenditure in connection with deposit per annual audit
works and investment in fixed deposit
accounts) })

Up to 50 lacs. 6 days
50,00,001 to 75,00,000 8 days
75,00,001 to 1,00,00,000 10 days
1,00,00,001 to 5,00,00,000 10+1 day for every additional 50 Lacs.
5,00,00,001 to 8,00,00,000 18+1 day for every additional 75 Lacs.
8,00,00,001 to 16,00,00,000 22+1 day for every additional 1 crore.
16,00,00,000 & above. 30+1 day for every additional 2 crore.
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Time allotment in respect of Municipal Corporations

Expenditure per annum (excluding
expenditure in connection with deposit
works and investment in fixed deposit

accounts) ()

Revised time allotment ( in terms of
Single man days) per annual audit

Up to 50 Crore

100 Mandays

50 Crore to 100 Crore

100 Mandays + 1 day for every additional 1
crore.

100 Crore & above

150 Mandays + 1 day for every additional 2
crore.

Audit Checks to be exercised.

While conducting the audit of ULBs, the following aspects need special
attention of the auditors. Main focus should be on Efficiency, Economy and
Effectiveness. The audit must be conducted in the office of the institution where
record(s) etc. are easily accessible and discussion is also done on doubtful points.

Audit is to be conducted in accordance with the provisions of the Act and rules

framed and notified by the Government.

1. Checks to be applied:-

1) Cash Book: - The General Cash Book, Pension Cash Book, Provident

Fund Cash Book should be checked 100% along with reconciliation of all

bank accounts.

2) FEixed Deposit Receipt: - Fixed deposit receipts in respect of General

fund, Provident fund, Pension fund etc shall be checked 100%. The position

of all FDR's as on 31% March may be appended with audit report.
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3)

4)

5)

6)

Grants-in-aid: - The credit of Grants-in-aid in Cash Book may be

checked 100% along with entries in the Grants-in-aid Register. The
Expenditure out of Grants-in-aid shall be checked during the selected
month. The statement showing the position of Grants-in-aid received and
utilized during the audit period shall be checked and appended with the
draft audit note alongwith position of the unspent Grants-in-aid pertaining

to prior period.

Tax Revenue :-

I.  House tax assessment, opening balances of house tax, Demand in the
D&C Register, interest on delayed payment, remission and refund
etc shall be checked 10%.

ii. Collection of house tax and other taxes shall be checked for

selected month.

Water Revenue (if Applicable):-

(i)  Receipt of water charges shall be checked for the selected month.
(i) Demand of water charges may be checked for 10% in the

Demand and Collection register.

Rent Revenue:-

(i) Rent/Lease agreements, opening balance of lease rent, Demand in
D&C Register shall be checked for 10 %.

(i)  Collection of rent shall be checked for the selected month.
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7)

8)

9)

Building Application fee :-

(i) Receipt from building application fee shall be checked for the

selected month.

(i) Compounded cases of house maps may be checked 10%.

Other Receipts: - The other receipts i.e. License fee, Copying fee,

Tehbazari fee and other miscellaneous receipt shall be checked for the

selected month.

Expenditure:-

(a) Establishment:-

(i) Pay fixation due to revision of pay scales, promotion, step-ups, Grant
of ACPS etc. may be checked 100%.

(i)  Annual Increments 10%.
(iti) Salary Bills, TA. Bills, Medical Bills etc shall be checked for the

selected month.

(iv) L.T.C.Bills may be checked 100%.
(v) Service Books of employees who are to retire with in the next two
years shall be checked 100%.

(b) Works:-

One construction work (Road and Building/Water Supply

Department) on the basis of maximum expenditure during the year shall be
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checked in detail. Other works shall be checked for the selected month

only.

(c) Temporary Advances:-

Grant and adjustment of Temporary Advances shall be checked for
the selected month. However, the position of outstanding temporary

advances as on 31" March should be appended with the audit report.

(d) Store:-

(i)  Store and stock account of cement and steel shall be checked 100%,

other stock should be checked for the selected month.

(i) Reports of physical verification of Stock and Store accounts may also

be perused and short comings, if any may be pointed out.
(e) Purchases:-

Purchases exceeding three lacs shall be checked 100% and other

purchases for the selected month only.

() Contingency: -

All type of contingent bills shall be checked for the selected month.

(9) Vehicles:-

The log books of the vehicles shall be checked for the selected month

with reference to mileage/average fixed by the authority.
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(h) Provident Fund:-

I P.F. contribution/withdrawals advances shall be checked for the

selected month.

ii.  Final Withdrawals shall be checked 100% subject to a maximum of 5

cases.

Ii.  Interest accrued/allowed in the provident fund account shall be
checked for 10%.

(i) Pension & Gratuity:-

(i) Contribution to the fund shall be checked for the selected month.

(if) Payment of pension for the selected month.
(ili) Pension cases sanctioned during the audit period shall be checked

100% subject to a maximum of 5 cases.

(j) Leave encashment: -

Leave encashment during audit period shall be checked 100% along

with the leave account of the retiree.

10) General Audit Checks :-

Other General Audit Checks may also be applied.

2. General instructions:-

(i) The directives of Headquarter Office shall be adhered to by the circle
audit parties from time to time for conducting the audit of ULBs.

(i) 10% reduction in the time allotment will be made in case the last audit
note(s) are not attended to on one ground or the other.
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3. Before conducting the audit of Urban Local Bodies, it is highly recommended
that the different provisions as explained in HP Municipal Corporation Act, 1994,
HP Municipalities Act, 1994, The Municipal Accounts Code, 1975, other
applicable Acts, Rules etc. must be consulted in addition to general

rules/provisons/above audit checks & instructions.

Note.— Requisition for supply of information should be issued in the beginning

of post audit of the accounts of ULBs as per proforma given below:-

Audit Requisition NO......cccvviiiiinnniinnnn Dated.......cccevvunennnnnnn.

Subject — Supply of information for conducting the audit of Urban Local
Bodies for the period from........... | (1 J

Please keep/provide the following information relating to accounts of
your office ready in the prescribed Performa:

1. Complete list of auditable documents, i.e. Balance Sheet, trial balance,
accounts statements, schedules and other concerned record.

2. Detail of budget allocation and expenditure incurred against budget
allocation for the period covered under audit.

3. Name of the officer(s) in charge as drawing and disbursing officer during the
period under audit.

4, Cadre wise sanctioned strength of the staff in various wings and position of
actual deployment against cadre strength.

5. Total number of service books maintained in the office.

List of employees whose spouses are employed in Govt./Semi-Govt.

organizations a/w detail of their offices.

List of employees who have been allotted govt. accommodation.

Name of employees who retired during the period under audit.

Number of vehicles maintained in office a/w their logbooks.

O  Detail of pending Arb/court cases in various courts a/w brief detail of

present position of such court cases.

11. Detail of contracts and agreements entered into with various contractors
during the period under audit a/w percentage above/below from the
Schedule as applicable.

o
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12 Detail of estimates submitted and approved during the period under audit to
be checked.
13.  Income generated from other sources during the period under audit
(specifying the nature of income)
14.  Name of schedule banks during the period under audit a/w pass books/ bank
statement of each bank.
15.  List of advances paid and adjusted during the year.
16.  Detail of inventory as on closing date of year under audit.
17. Bank Reconciliation Statement at the end year under audit.
18.  Financial position of the Municipal Corp./Council relating to period of audit.
19. Investment made during the year with complete information of
investment made up on the following format with Bank certificate: —
Sl. Name of bank Date of Amount kept in Period
No. Investment Fixed Deposit
1 2 3 4 5
Rate of Interest. | Date of Maturity Maturity of FD Remarks
6 7 8 9
20. Budget (Receipt & Expenditure):- Estimated and actual receipt and
expenditure for the year-----
Receipt Expenditure
Head | Estimated | Actual | Remarks | Head | Estimated | Actual | Remarks
21. Loan taken from other institutions:
SI.No Date Loan taken Amount of Rate of
from loan interest
1 2 3 4 5
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Interest payable

Refund of loan

Balance

Remarks

6

7

8

9

22. Grants-in-aid: Grants-in-aid received from the Govt.

Own Resources :-

Year Opening Receipt Interest Total Expenditure Closing
Balance during the during the (2+3+4) during the Balance
Year. Year. year.
1 2 3 4 5 6 7
Grants :-
Year Opening Receipt Interest Total Expenditure | Closing
Balance during the | duringthe | (2+3+4) | duringthe | Balance
Year. Year. year.
1 2 3 4 5 6 7
23. Position of Head/Month wise Income & Expenditure
Head/month
Sr.No | Head Apr. | May | Jun | Jul | Aug | Sep | Oct | Nov | Dec. | Jan | Feb | Mar
I
24. (i) Advance: Advance given to the staff:
SI.No Name of the Purpose for | Amount of | Adjusted (Account
employee which advance | advance rendered for
given adjustment)
1 2 3 4 5
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Balance

Remarks

6

7

24. (ii) Advance: Advance given to PWD etc. as deposit work:

SI.No | Advance given to Purpose Amount of | Particulars of
(Name of advance remittance
Institution) made
1 2 3 4 5
Adjusted Amount Balance Remarks
6 7 8

25. (i) Fee/House Tax/ Shop rent: Detail of Fee/Tax etc. outstanding as on;

SI.No. | Opening | Demand | Total | Amount | Outstanding | % | Remarks
Balance | for the realized amount
year
1 2 3 4 5 6 7 8
25. (ii) Vacancy of shops : Vacancy of shops as on:
SI.No | Shop No | Constructed | Rent of | Given on | Vacant Reasons
in Shops rent w.e.f. for
w.e.f. vacancy
with action
taken
1 2 3 4 5 7
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25. (iii) Lease premium and penal interest :

Sl. | Property Lease Lease Balance Penal Remarks
No | givenon | premium | premium interest
lease due received chargeable
1 2 3 4 5 7
26. Assets acquired during the year:
Permanent assets acquired during the year including vehicle.
SI. | Assetacquired | Volume of Asset Date when Remarks
No. acquired
1 2 3 4 5
27. Physical verification :
Results of physical verification:
SI.No Acrticles Stock Register | Quantity as Volume of
with Page per stock article
Register
2 3 4 5
Physically | Article Volume Date of the last Remarks
article in shortin | ofarticle | physical verification:
stock stock
6 7 8 9 10
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28. Write-off of losses;

Detail of write off during the period

SI.No | Particular | Sr.No. | Book | Reasons | Mode of | Amount | Remarks
of item & | Value for disposal | Received
Page writing
off
1 2 3 4 5 6 7 8
Note.— These are broad guidelines/information; any other

information/record in addition to above which are required by the field audit

parties on the spot may be obtained from the institutions.
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Other Important Proforma’s & Helpful Audit Requisition’s.

Proforma for Month Wise Income and Expenditure Statement

Municipal Council /Nagar Panchayat

Income

Months Income From GIA Received Interest Total
Own Sources During the year Income
Saving

1 2 3 (1+2+3=4)

Apr-...

May-...

Jun-...

Jul-...

Aug-...

Sep-...

Oct-...

Nov-...

Dec-...

Jan-...

Feb-...

Mar-...

Total
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Expenditure

Months Tota}l Expenditu_re Net_
Other Expenditure Expenditure Ofvegflgg't Eégfrgj;;%g?t
/Advance | works/Advance
Expenditure out | Expenditure More than 3
of Own Sources | out of GIA Lakh
1 2 (1+2=3) 4 (3-4=5)
Apr-...
May-...
Jun-...
Jul-...
Aug-...
Sep-...
Oct-...
Nov-...
Dec-...
Jan-...
Feb-...
Mar-...
Total
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Proforma for Financial Position

Financial Position of Municipal Council/ Nagar Panchyat

YEAR Name of OPENING | RECEIPT | Interest | TOTAL | Expenditure | CLOSING
Head BALANCE | DURING | Received BALANCE
THE (Saving
YEAR +FDR
interest)
Own Sources
Grants-in-aid
Total
Own Sources
Grants-in-aid
Total
Own Sources
Grants-in-aid
Total
Total as per General Cash Book as on 31.03.
Total as per Bank Accounts as on 31.03. . (Detail Given Below)

Difference between Cash Book and Bank Accounts as on 31.03.

Detail of Bank Accounts as on 31.03.

Bank Reconciliation Statement

Total
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Proforma for Grants—in-aid

Year wise Statement of Grants-in-aid as on

Sr.

No.

Sanctioning
Authority

Letter
No. &
Date

Purpose

Opening
Balance

Receipt
during
the year

Total

Expenditure
during the
year

Closing
Balance as
on 31.03.

UC Letter
No. & Date
(If Sent )

10

Total
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Proforma for Financial Position of Pension & Gratuity

FINANCIAL POSITION (Pension & Gratuity Fund) Of Municipal Council/ Nagar Nigam

YEAR

OPENING
BALANCE

RECEIPT
DURING THE
YEAR

TOTAL

TOTAL
PAYMENTS

CLOSING
BALANCE

Total as per Cash Book as on 31.03.

Total as per Bank Accounts as on 31.03. (Detail Given Below)

Difference between Cash Book and Bank Accounts as on 31.03.

Detail of Bank Accounts as on 31.03.

Bank Reconciliation Statement

Total

Note:- The above mentioned Proforma is same for other head financial position if separate cash
books are maintained.
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Proforma for FDR Statements

Date of
Investment

FDRs
A/C
No.

Amount
Invested

Rate of
interest

Period of
investment

Date of
Maturity

Date of
actual
encashment

Amount
received on
encashment

Remarks
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Audit Requisitions

Audit Requisition No. Dated:

Subject:  Supply of information for conducting the audit of Municipal Council/ Nagar Panchayat

for the period 01.04.20.. to 31.04.20..

Please provide the following information in the Proforma mentioned below.

(1) List of employees whose spouses are employed in Govt./Semi-Govt. organizations along with
detail of their offices.

Name & Designation of | Name of Department | Place of posting Remarks.
employee whose spouse/ | where employee
husband is in govt. job posted

(2) List of employees who have been allotted govt. accommodation.

Name
employee

& Designation of

Type of
allotted

accommodation

Date of allotment.

(3) List of employees who are retiring in next two years

Name
employee

& Designation of

Date of retirement

Remarks

(4) Detail of Pending Court cases / Vigilance cases/ Departmental Enquiries along with brief detail of
present position of such court cases.

Type of Cases

Enquiry, if any

Date of start of

Status Of Case Nature of case | Suit Case
Court cases /| case/enquiry in brief Register page
Vigilance  cases/ number
Departmental
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(5) List of Misc. Advances and Advances to staff paid and adjusted during the year.

Sr. | Towhom | Purpose
No. | advance of
given advance

Voucher No./
Date/ Cash
Book P.No.

Amount

Detail of Adjustment

Amount of
adjustment

Date

Balance of
advance (if

any)

Remarks

(6) Cases of embezzlement, theft or any other case in which FIR was filed with the Police Deptt.

Name of person
who is responsible
for embezzlement

Date

embezzlement

of | Amount

embezzled

(If any)

Remarks(If Any)

(7) List of Municipal vehicles maintained under office.

Name of | No. of Vehicle Date of purchase | Remarks
Vehicle
(8) Information Reg. Staff htgnertS of Municipality
Name of | No. of post | No. of post| No. of post| Remarks
Category sanctioned filled vacant
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Audit Requisition No.

Subject:

Supply of information regarding income received through own sources and Budget

provision for the

Proforma

period ..... to .....

(1) Budget, Income & Expenditure during the year....

Year

Income received
through own
sources

Budget
provision
own
Income

for
source

Expenditure

during the year

Budget provision for
expenditure

(2) House /property Tax Statement for the period ..... to .....

Year Opening Demand Total Amount received | Closing

Balance raised during during the year Balance

the year
(3) Detail of Householders whose tax assessed during the Year ...... to......
Name and Date of Date of Amount | Whether Property Remarks
address of completion | assessment | of house house isin Tax
householder | of house of house tax | tax domestic use | Register
assessed or commercial | page no.
use
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(4) Sanitation Tax (If imposed) statement for the period .....

to.....

Year Opening Demand Total Amount Closing balance
balance raised during received
the year during the
year
(5) Rent Statement for the period .....to .....
Year Opening Demand Total Amount Closing balance
balance raised during received
the year during the
year

(6) Detail of Rent Agreements not renewed

Name of

allottee

Shop no.

Date of
allotment

Due date of renewal of
agreement

Remarks

(7) Tehbazari income statement for the period ..... to .....

Year

Opening
balance

Demand
raised during
the year

Total

Amount
received
during the
year

Closing balance
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(8) Trade Tax statement for the period .....to .....

Year Opening Demand Total Amount Closing balance
balance raised during received
the year during the
year
(9) Show Tax income statement for the period ..... to .....
Year Opening Demand Total Amount Closing balance
balance raised during received
the year during the
year
(10) Dog Registration Fee
Year Opening Demand Total Amount Closing balance
balance raised during received
the year during the
year
(11) Mobile Tower income statement for the period ..... to .....
Year Opening Demand Total Amount Closing balance
balance raised during received
the year during the
year
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(12) Electricity Cess statement for the period ..... to .....

Year Date of receipt | Cash Book Period for which | Remarks
page no. Electricity Cess
received
(13) Liquor Cess statement for the period ..... to .....
Year Opening Demand Total Amount Closing balance
balance raised during received
the year during the
year
(14) NOC issued during the period ..... to .....
racY Date of issue | Name in whose | Amount of | G-8 No. & | Remarks
of NOC for | favour ~ N.O.C | N.O.C. issued | Date
water or | issued
electric
connection

(15) Income tax, GST, Labour Cess & Royalty collected and deposited during the year .....

Name of Year

Head

Amount
collected ()

Amount
deposited ()

Less or excess
amount deposited

)
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(16) Receipt of RTI fees and further deposited to the Govt. Head during the year ...

Year

Total amount
receipt ()

of

RTI

Total amount deposited to
Govt. Head

Remarks
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Audit Requisition No.

Proforma

Subject: Supply of information regarding expenditure incurred during the period ..... to .....

(1) Purchase of articles more than (above) Rs. 50,000 during the year

Voucher. No & date | Amount () | Cash Detail of purchase Agency Process of
book item purchase
page no (Quotation /

e- tendering /
GeM)

(2) Detail of advertisement expenditure incurred during the period ...... to......

Voucher Amount | Detail of Billno & | Name & address | Cash book | Remarks

no & date advertisement | date to whom page no

advertisement
given

(3) Detail of unfit charges (Expenditure which is not to related to municipality) incurred during

the period ...... to

Voucher
no. & date

Name &address to
which unfit charges
expenditure incurred

Cash book
page no

Remarks
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Audit Requisition No.

Subject:

Proforma

works to the audit at the earliest.

(1) Detail of Works Expenditure for the highest expenditure month of

Dated:

Please supply the following information regarding construction or development

Name of
work

Date of
allotment | no.

Agreement

Voucher no.
& date

Gross Time
amount period
of bill

M.B.
no. &
page
no.

Name of
contractor

Tender
register
page no.

Remarks

(2) Detail of Security refunded during the period ..... to .....

Voucher no.
& date

Cash book
page no

Towhom
security paid

Date of completion
of work/ Date of
final bill /
assignment

Security Register page No.
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Proforma

Audit Requisition No. Dated: ........

Subject:-  Please ensure to supply the point-wise information to the audit at the earliest.

(1) Physical verification of stock done (Yes/No)
(2) Mileage of vehicle fixed by Mechanical Engineer/Competent authority (Yes/No)
(3) Accounts are maintained under double entry system (Yes/No)
(4) Ledger account prepared (Yes/No)
(5) Trial Balance prepared (Yes/No)
(6) Balance sheet prepared (Yes/No)
(7) ECR (Establishment Check Register) maintained (Yes/No)
(8) Security Register maintained (Yes/No)
(9) Vehicle Maintenance & Repair Expenditure Register (Yes/No)
(10) GST receipt and deposit register (Yes/No)
(11) Royalty receipt and deposit register (Yes/No)
(12) Income tax receipt and deposit register (Yes/No)
(13) Labour cess receipt and deposit register (Yes/No)
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Note:- This is an illustrated format of audit and inspection note on the accounts of
Municipal Council/Nagar Panchayat.

TR IREE /AR 99144 ....... ... 15 L AECIE R ER e el
T heTor Te Aderor yiaees

1 LIRS R ED

(F) A o AT it FARTien & weeas T A arierenT Atefeaw, 1994 Fr &y
255(1)H Hemted g 9 YT at=a () A= aer 99 6t Afeg=ar gem

1-376/81-fF (T o To )-=ug |V faTF 16-10-2008 FTT gt T+ AT & ol
STReAT T AT Maerd, .0 T F@r 93reT AT &1 |19 S % gred W A
U R c o > N A T Soperor Ty fsaTe T |

(@) TheATT AATY o IO AL TRUE/AE 9=3d ... ¥ e adie sreae vd

FIART ATARTL /AT F I8 I FTIT @ -
(i) stemer
FHE GiE:) safer

(D EIREIEICEIRGIRE

FH T aw safer
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(iii) SO UF Hiqeor sfaeRTr

FH o e It

@) e srREtaTaTet & 9T -

T aRwe/A v=Ed L ST L F ety F L ITE TS AT
FTAATHATSAT T AT 7 T 8-

TG IEEERI T e | ey (R )ATET H

(F) T R Tiara

TEAT G I Sheq 0T TTAaadl & 9 G3F 92 ¥ T FHAdTel FT ATATRT Tl
ST G AT A aH Rfa FT foawr =7 e iaead & g “F” o7 fear =
gl ITT: Tg <@ H AT g o T seher 7 Sieadi & O 9% 9% A9 quE/AT 99
FTT TS 319 HTAATel el il ST Lot g ST fo sreda fRearee € | o7 A9 9iue/Aae
THATAT T AT 9 6 M2 g AT e /arare! gHed H aarqarT aurerd
SFATAAT | TATHHT SFReT [ ST HLATAT SITT qATTeh STTE & ST T} T e
qFAT 21 9% |

W - &7
2 FAAT 3{heA0T
T RS/ U1 ... % @l A1 ... FT AT S ..., T F 2
T TRw/A d=TEd wrte ... § ot e wEn, S ety saadt sseat

HoATee g | oeqa sFaw gg T & MU Atg ... aar =T & o arg L. F F9ae A
T |

Disclaimer:- gt I8 ¥t yH1iora foram ST g o6 e sisheror wiaaad &7

T HIHHTL ATERTL/EHE, T TS/ G=919d g1 3T HaTs T a3

TS AT o AreTe 9% 63T 73T 2 | .03 o areT AT S ST 51T Suey
FLATs T FoheT AT T &if TAq/eTeZT TAAT STET TAAT ST ITASH Al HLaTs Ts
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FTLOT SREAVT T T T2 aTe] T9TF & {70 SIALETdT Ag1 SR qAT 37heqor it

REETT a9+ d J1g T af a2 |

3 ShETT

T TS/ G=1Td & J@l Aafd ... TF 6 AhA0 gq 0o Z..../-3TT

AT | SioheT0T Q[ ol TT190 &l THaerh, A= Y=or w@r aeT foranr-fame-9 &1 s
oq, T /A T Tt &t sfeam=mT der: . &A=, g agamE
FIHHTL SATEHRT /AT, AL TREE/AT AT | A T 797 7 396 T e

FHATE! Fd U Ih T =6 HeAT ... fadie ... T steheqvr farwmr &t gfua 7 & 12
gl

4 =T REE

T e/ g=rad Ffafaad, -1994 F iavta 99T A9 IRWE/A9T 99T &
Accounts Manual & 9T 27.4 & JET T TR/ 99134 g1 Aefeed G
TeraiorT qaTe it ST 9T € | SReOT o S A Ffura fEsi feae ot srasas
STT= 3q TEqd B AL SAhET T FATAITAAT HEAT ..., S LE - ERUEGERER

AT T S 3ok GTRT Yo 6T AT/ Tl 6T 137 |

(i) Balance sheet
(ii) Income & expenditure statement

(iii) Statement of cash flow

(iv) Reciept & payment account
(iv) Notes to accounts

(v) Financial performance Indicator
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5  fa<fta fRafa

TR TR/ G=37Td g7 TAT TR .. 9% Ioqd e B TRUE/AT

=TI i At et i amar sater L ae &t Ay feafa f e a g -

(F) HET e qaf (A -}

[ESIREL
e W
& =T | T
T AT
3]&3171'

ST
gEqTAT T
T SIS

)
e T
e AW

SUUE T OFafeed a9 TATYT ([Aa<oft & sraetia & g Aefetad
FAATHAATE qTE TS ART AT THTLTT Fileh AITAAT H STheq 0T Bl ST HLATAT
T -

(Fe<t Rafa, d TTaT™ fEaweft & arafeerd sfsheqor At =9 9 & Sivavid

qGTiehd &l STT)

5.1 Fomr  I=gdt , grarey wiasy [Afa) soerft aesy Afer a = a
qrafeaa A feufa
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Ffeqw AW

(o<t fafar, 9 auTe fFaeft & gvatead sEheAor Sl 39 98 & sfeaiq
Sgifeha it U1
52 g qr & H¥ateaq Aty At aRafar|

( TrhE FBr § gratedd Ates ey amafEqarn =w ofds & = sta sa -
offde o STFavTq SEitehd st 10 )

6 A<

() fa=ir feafa v o/ =T & steheruTTefte sTater ..., T
FEl f fawi ot A wae & off, et Aeargas feawor- Ry -- # «fT =

TATE -

=i TRE | A I | A (]) A R)| FaH AT
EL] AT ®) ®) ®)
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(@) SAqEl At %, AT STANT g AT

T TROE/AE =TT d g7 TAT IR — 9% T&qa Ao offvei & seaviq o

STl faawoit & sraeiad a2 qrET @7 & fEfee &al & 9 sqer 8 7 Gas -
31-03- FT I--- ITART Zq AT I, Saleh A | TGFIeed T T3] 6 AT Tg
IO AT 9% T AT &T a9 o q¥ STTRT 6T ST AUferd gral 8 | ofd: SIqaanT
SET AT A7 A% srater § ST 7 o st a awq Rufa #08 #3d gU 3w
TeAH ATAFT T THAFIA TTH FA 6 TATT ML d I29q0 g AT HeAT qierara war
STTT ST (9T T TATI0T FFafeda [T il Fideh STITAAT & Sheq0 ] |l STavTd

FLATIT AT |

(M) I FEEET AT AHAHAAry
(I & FFafead v AHATHATE 38 T % Sauid @i il S(1u))

Rule/ Govt. Order/Instructions

Audit Observation( Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

ACEE]

AT qRWE/A9T 9= g faferer fRfaat & arater st Fsr & fefoa

Trtert &1 faT 31-03.... &1 faawor Ae & & 7, e Feargas e aifore -
H e g -

T &I GIEEIKGIE] g At ofr )
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STT: ITH ATATE STHT ol TRAFAT (A T AT AT : [Haer FT
gt T s |

7.1 Rae graftad s=g sfRafaaan

(Frarer aeafraa s srfRatagaTd 59 8% 3 seaiia Sraiteha it ST 1)
Rule/ Govt. Order/Instructions

Audit Observation( Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

8 dsie

(arste Frateaa At srfafaaar <7 ofrds % <= st su-ofids & seavia
SEiehd it ST 1)

9. T YRS/ THTIT FT T FWT T T-=4F 7 a0

T IR/ T3 .o & AT AT AU 6 FeA AT-AF T FFawor e
THTH B -
ENIREL] &R =
10. @
T RS/ U= o EIREIEERILE RS ey ° A

FfRFRaarTs ats T, g 3 T sgame afira B @ e
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10.1 TEHFT FTTFEATI.... cooove. AT TAT g AT

Rule/ Govt. Order/Instructions

Audit Observation( Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

T8 T T FRTAT T T fFaor
Opening Due Total Received | Outstanding Remarks
Balance

102 THAMEI & Ed AT awET ... AT TG 2 a9

Rule/ Govt. Order/Instructions

Audit Observation( Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

AL o Torerd st aahraT 279y 7 feaeor

Opening Due Total Received | Outstanding Remarks

Balance
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10.3  faforsr ArETEe el &t T Hor hg T . AT AEAT 2 AT

Rule/ Govt. Order/Instructions

Audit Observation( Detailed Audit
Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

ECIEERICIENE EREIGEIGETU R R eI R IR IR EEEL

Name of Company Year/date of | Demand | Demand | Demand Remarks
installation due raised realized

10.4 =T 9T ¥ %2 % UHATH T (Door to Door garbage collection) ¥ Fafeard

ST ATSTST ol AT 7 el oh HILOT AN TR/ GAEAT &l ... q1G 6 T

Rl

Rule/ Govt. Order/Instructions

Audit Observation ( Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions
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fRaifa X Tfer
(i)

TR

LT FATT

EIRICERCC IR

3g e

TS HT. 9IS

=TT Tforeror e

ALFHTT FETATA

Algdc Al

Exzarrs

A

R

g

FA TR

10.5. faamE dstEr e 2. T T AHAT HLAT
(e FaE TSiET F & Fraied ARIHadTe 9T S0 T 29 ofive &

FeaiTa AGiehd Y SATT )

Rule/ Govt. Order/Instructions

Audit Observation( Detailed Audit Para)

Audit Requisition
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Reply from the auditee

Action/Suggestions

ICERI
Fq IEEIF] | foare &t fafy | oSt &t FEAT | ATEATER Fq
0 CEIETAl fafer TAF T | At FEAT
e I TR | TR | TAR)
HEIT

10.6 =7 =T | Hratead Ay sfaafiaard |

(T T FEIfeera o7 AAAHaare S U et ® srifeha = 67 T2 gr ar

ST It IT-efT o STeaiq Jgi 9 97T SAT01)

Rule/ Govt. Order/Instructions

Audit Observation( Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

11 19T (Establishment)

( TATIAT ¥ Fratead At A R taaare =g ofde & = 3ta sT-ofives

& SFANTT AT T ST |)

Rule/ Govt. Order/Instructions

Audit Observation( Detailed Audit Para)
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Audit Requisition

Reply from the auditee

Action/Suggestions

12.  IR9

(Fatsrer srfwat /et m R/ srfaamTrat/Ad=riat i yar o v At afow &
Trafeara At A s taaar stea sa-ofide & seaera saifea 6 9T )

Rule/ Govt. Order/Instructions

Audit Observation( Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

13.  Fe= ,I=x¢r, Leave Encashment 3T amaTT swiaey Aty storart
wiaey Aty

(Fer e, 3=, Leave Encashment i a19T=x wiaex fAfey/ sterarlt wiasy

fater o graterg fBfas A= sfafaar st=a sa-oftds & seaera st &t ST 1)

Rule/ Govt. Order/Instructions

Audit Observation( Detailed Audit Para)

Audit Requisition

Reply from the auditee
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Action/Suggestions

14. =27 (Expenditure)

(FTETT =T g qratead At A sfaafagae st=a sa-ofds & s
SEifeha it JTU1)

Rule/ Govt. Order/Instructions

Audit Observation( Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

15.  fAwtor st 92 =19 (Works expenditure)

( =TT & % ATt H arE e Ate sy afeataaae 3t ST-efitew &
Feqd AGT AGTTohe i SITU1)

Rule/ Govt. Order/Instructions

Audit Observation( Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions
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16. ATEA-AT

(ATET =T F AL H °qrg T A sy afvrgar. St sr-ofidw
AT TGI AT Toh sl STTI)

Rule/ Govt. Order/Instructions

Audit Observation( Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

17.  S1-8 THIET & Tl Toreey

(sf1-8 TEHraT & Tt Thrwe # ure 7 fAfee fast stffefiaard s sa-sfids
& AT AZT AR T ST 1)

Rule/ Govt. Order/Instructions

Audit Observation( Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

18. Tai T (377)

(Tt e T | uTe 1% fAfae o sifvafiaare 3t=a sT-ofives & seaera
Tt AGTTohe T ST 1)
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Rule/ Govt. Order/Instructions

Audit Observation( Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

19. sr=x fafay A=t srRafAqard

(st Taterer fafrr srfeartaaarTe S o Saas offd=i § 981 g9ts 1% 8, &1 3t
-9 TehT % ST=aid AT AGiTehd sl ST 1)

Rule/ Govt. Order/Instructions

Audit Observation( Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

20. SATyerEt T TLeA T Fohar ST

Rule/ Govt. Order/Instructions

Audit Observation( Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

21. &Y AMIT Aa<ioreT-

22. ARy -
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Note:- This is an illustrated format of audit and inspection note on the

accounts of Municipal Corporation............

Audit & Inspection Report on the accounts of

Municipal Corporation ............... for the period
................... L
Part —I
1 Introduction

(@) Consequent upon the amendment carried out by the Government in
sub section 3 of the section 161 of H.P. Municipal Act (Act No. 19 of 2007)
in accordance with the provisions of Eleventh Finance Commission, the
audit of accounts of Municipal Corporation ................. has been
conducted by the staff of Director-cum- Examiner, Local Audit Department
(Now H.P. State Audit Department) as per the guidelines contained in Govt.
of Himachal Pradesh Finance Department notification No. 1-376/81-Fin
(LA) — Vol. IV dated 16.10.08. The accounts of Municipal Corporation
....................... have been converted into double entry system on accrual
basis w.e.f. 01.04.2007 and thereafter the accounts are being maintained
accordingly.

(b)  During the audit period the charge of the office of the Hon’ble
Mayor, Commissioner and Asstt. Commissioner-cum-DDO was held by the

following Officers:-

Sr. No. Name & designation Period
1) Hon’ble Mayor From To
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(2) Commissioner

(3) Asstt. Commissioner

(c)  Anoverview of the serious irregularities

Sr. No. | Brief description of irregularity Para no. Amount
& in lac)

(d) Outstanding old Audit Paras/Requisitions
There are ............ no. audit paras/audit requisitions pending for
settlement. The detail of pending audit paras /audit requisitions is shown in

Annexure ‘A’ of this report:-

Sr.No. | Year No. Audit requisitions | No. Audit paras i/c Total
pending for sub paras pending
settlement for settlement
Total

The municipal authorities was requested vide audit requisition no.
.............................. dated ......................... to submit the year-wise
annotated reply of the pending audit paras/ audit requisitions but no serious

efforts has been made by the authorities to submit the annotated replies and
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to get these paras settled. Strenuous efforts are, therefore, required to be
taken by the authorities for submission of reply and early settlement of so

long outstanding paras.

Part —I1
2. Present Audit

The present audit & inspection of the accounts of the Municipal

Corporation ...................... for the year ................ & ool was
conducted by the audit party consisting of Sh. ... ,
Sh. ..o , during the period .................. 170 B
under the overall supervision of Sh. ................... y e

The following months of account were selected for detailed audit of income
& expenditure and the results thereof have been incorporated in the

succeeding paragraphs:-

Financial Year Months selected for detailed Audit

Income Expenditure

Disclaimer: The HP State Audit Department disclaims any responsibility for
any incomplete/misinformation or non submission of information on the part

of auditee.
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3. Audit Fee

The audit fee for conducting the audit of accounts of the Municipal

Corporation ..................... for the period ............... 170 B
has been worked out to X............... The Commissioner, Municipal
Corporation ................ was requested vide letter No. ............. , dated

............... to remit the said audit fees to the Director, HP State Audit
Department, Block No. 38, SDA Complex, Kasumpati, Shimla- 09 by way
of Demand Draft favouring Director, Local Audit Department (Now H.P.

State Audit Department) at the earliest.

4, Financial Position

The financial position of Municipal Corporation .................. , 1.€.,
the Balance Sheet as on ................. & i, and Income &
Expenditure Account for the year .............. & ool as prepared by

the Chartered Accountant engaged by the Municipal Corporation,
................... are appended as Annexure-‘B’ of this report.

4.1 The detail of closing balance as per bank accounts along with the bank
reconciliation statements as ON .......................... is appended at

Annexure’C’.

(1) The following irregularities have been observed in the bank
reconciliation statements. The Corporation was asked to justify the
irregularities vide Audit RequisSition NO. ..cciveiiieiiiiniinecinnennns dated
..................... but no reply/justification was submitted till conclusion of
the audit. Hence these irregularities may be attended to under intimation to

audit.
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5 Balance Sheet

The Para 27.4 of Accounts Manual of Municipal Corporation
............................................ provides that the annual report of
Municipal Corporation ..................... includes financial statements
consisting of:-

l. Balance Sheet

Il.  Income & Expenditure Statement
I1l.  Statement of Cash Flow.

IV. Receipt & Payment Account

V.  Notes to Accounts.

VI. Financial Performance indicators.

During the course of audit of the accounts of Municipal Corporation
................... fortheyear ................. & .....................,only the
financial statements, i.e., Balance Sheets, Income & Expenditure Statements
and Notes to Accounts were produced before the audit . Further, from the
perusal of said Balance Sheets, it has been observed as under:-

(Comments related to Balance Sheet items may be depicted below under

suitable heading)

6 Fixed Deposit Receipts

The Municipal Corporation, ..................... has a balance of

ST in FDRs as on ....................... (Annexure’
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Name of Fund Amount Amount invested as Remarks
investedas | ON .iceeeeevnennen. 9]
on
............. )

MC Fund Annexure -“....”
GP Fund Annexure -“....”
CPS Fund Annexure -“....”
Grant Funds (YC Annexure -“....”
Amount)

JNNURM Grant Annexure -“....”
Funds (Now

AMRUT  Smart

City etc.)

Any other Grants Annexure -“....”

Total

6.1 (Comments related to FDRs may be depicted below under
suitable heading)

7  Grants-in-aid:-

During the course of Audit of the statement showing the position of
GIA received, expenditure incurred there against along with unspent
balances during the period ........................ as supplied by the MC
authorities to audit (Annexure “........... ”) the following irregularities have

been observed, which may be attended to under intimation to the Audit:-

7.1 (Comments related to Grants-in-aid may be depicted below under

suitable heading)
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8 Non adjustment of outstanding advancesX........c......... lakh as on
(Comments related to non-adjustment of different outstanding

advances may be depicted below under suitable heading)

9 Non recovery of outstanding amount of X................. lakh on
account of varions taxes/charges from various debtors
(Comments related to non recovery of various taxes/charges from

various debtors may be depicted below under suitable heading)

10  Non-collection of tax revenue for the year ........
(Comments related to non-collection of tax revenue may be depicted

below under suitable heading)

11 Comparative view of Financial Position (Income & Expenditure)

for the year ............... L
Income (Xin Lac)
Sr.No Particulars | ceeiiiiiiiis | ceniiniinnen. %
® ) Increase/

Decrease

1 Tax Revenue

2 Assigned Revenue and
compensation.

3 Rental Income from Municipal
Properties.

4 Fee & User Charges.

5 Sale & Hire Charges

6 Revenue Grants, Contribution
& Subsidies
7 Misc. Income

Total
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Expenditure ®in Lac)
Sr. Particulars | | e %
No ® | Increase/
9] Decrease
1 Establishment Expenses
2 Administrative Expenses
3 Operation & Maintenance
Expenses
4 Interest & Finance Expenses
5 Programme Expenses
6 Revenue Grants, Contribution &
Subsidies
7 Depreciation
8 Total
9 Surplus/Deficit
10 Prior period Items
11 Net Surplus/Deficit

suitable heading)

12

Income

(Comments related to Net Surplus/Deficit may be depicted below under

The main components of the income of the Municipal Corporation

were Grant in aid from Govt., Taxes, water charges, rent from property &

other misc. income etc. During the test audit of income of the Corporation

the following irregularities have been observed which may be attended to

under intimation to audit:-

under suitable heading)
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Audit Observation (Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

13 Water supply charges

(Audit Objection related to various Water Charges may be depicted

below under suitable heading)

Audit Observation (Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

14  Establishment Expenditure

(Audit Objection related to various Establishment Expenditures may

be depicted below under suitable heading)

Rule/Govt. Order/Instructions

Audit Observation (Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions
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15 Expenditure (General)

(Audit Objection related to various Expenditures (General) may be

depicted below under suitable heading)

Rule/Govt. Order/Instructions

Audit Observation (Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

16. Expenditure (Works)

(Audit Objection related to various Expenditures (Works) may be

depicted below under suitable heading)

Rule/Govt. Order/Instructions

Audit Observation (Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

17. Other Expenditure

(Audit Objection related to various Other Expenditure, which may be

not covered by above heads, will be depicted below under suitable heading)

Rule/Govt. Order/Instructions

Audit Observation (Detailed Audit Para)
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Audit Requisition

Reply from the auditee

Action/Suggestions

18. Irregularities pertaining to Pension Fund, Gratuity, GPF,
CPS & Other Misc. Fund.

(Audit Objection related to Pension Fund, Gratuity, GPF,CPS & Other
Misc. Fund related to Retirees may be depicted below under suitable

heading)

Rule/Govt. Order/Instructions

Audit Observation (Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

19 Store/Stock

(Audit Objection related to Store/Stock may be depicted below under
suitable heading)

Rule/Govt. Order/Instructions

Audit Observation (Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

191



20 Log Books
(Audit Objection related to Log Books may be depicted below under
suitable heading)

Rule/Govt. Order/Instructions

Audit Observation (Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

21  Physical Verification of Stores
(Audit Objection related to Physical Verification of Stores may be

depicted below under suitable heading)

Rule/Govt. Order/Instructions

Audit Observation (Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

22 Non Production of record

(Audit Objection related to Non Production of Record may be
depicted below under suitable heading)

The followng record has not been put up to audit in spite of several
verbal & written requests through audit requisitions which is a serious matter
of concern.The said record may now be ensured to be put up at the time of

next audit:-
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Rule/Govt. Order/Instructions

Audit Observation (Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

23. Other Misc. Irregularities
(Audit Objection related to other irregularities (Income/Expenditure)
which may not be covered by the above mentioned headings will be depited

below under suitable heading)

Rule/Govt. Order/Instructions

Audit Observation (Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

24  Minor Objection Statement

25 Conclusion
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7.3 Himachal Pradesh Urban Development Authority (HIMUDA)
Authority for Audit

The Audit of HIMUDA has been entrusted to Himachal Pradesh State Audit
Department as per HIMUDA Act, 2004 Para 28 sub Section 3 & Govt. of
Himachal Pradesh Department of Housing Notification No HSG-4(D)1-1/92-11
dated 13.09.2004.

Organization structure

Name of Institution Head
Sr. No.
1 HIMUDA (HQ) Headed by CEO-cum-Secretary
2 HIMUDA Construction Div Shimla Headed by XEN
3 HIMUDA Electrical Div Shimla -do-
4 HIMUDA Construction Div | -do-
Dharamshala
5 HIMUDA Electrical Div Dharamshala | -do-
6 HIMUDA Div Parwanoo -do-
7 HIMUDA Div Nahan -do-
8 HIMUDA Div Mandi -do-

Time Allotment

The time allotment for each account is fixed by the Director-cum-
Examiner, HP State Audit Department and is ordinarily calculated in terms of a
pair of auditors which is generally based on the expenditure (excluding
investment/deposit works/transfer payments/other advances) incurred during the

year to be audited. The Auditor should make efforts to save as much time as
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possible. Due note of saving affected will be taken and their efforts in this
regard will be appreciated. Permission of the authorities shall be a pre-requisite in
case of extension of time allotment is required by the audit parties, otherwise the
extra time availed will be treated as unauthorized stay will be dealt with
accordingly. Auditor should not avail the time allotment fixed above as a matter of

routine or right.

Audit fee to be charged

Actual cost of establishment charges shall be calculated @ I 1000/-
Assistant Controller/Section Officer and @ < 800/- Junior Auditor/Article
Assistants per day and it shall be claimed after the completion of audit of all
HIMUDA Divisions and HIMUDA HQ. The fee is charged form HIMUDA HQ

only as per establishment charges and days allotted/ taken for each division.

AUDIT OF HIMUDA

Of late, it is observed that overall annual expenditure of HIMUDA including
those on salaries of regular and daily paid staff, contingent expenditure, office
expenditure, expenditure on repair and maintenance of vehicles and other
miscellaneous expenditure, is alarmingly high as compared to revenue generated
by HIMUDA mainly through departmental charges of various works executed by
them and other minor revenue generated from other sources. A comparative
position showing the total annual expenditure incurred by HIMUDA and revenue
generated by them during the period should be worked and highlighted in the audit
report with the suggestions to the institution to increase its source of income.

In HIMUDA, salaries of certain daily paid employees are charged directly to

works, whereas, these daily paid employees are working in the offices. As a result
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of which the costs of work units are enhanced unnecessarily and the same is
recovered from the allottees. Such daily paid employees, who are working in the
offices, their salaries should be charged to office expenditure and efforts should be
made by the HIMUDA to place extra daily paid employees at disposal of other

departments on secondment basis as per policies of the government.

HIMUDA is also raising funds by way of loans & advances from the
HUDCO for the purpose of constructing residential colonies under various
schemes. From audit point of view it needs to be ensured that loans & advances
received from the HUDCO are utilized for the same purpose for which these were
received. Apart from executing its own works in various colonies under different
schemes, HIMUDA is also executing deposits works of other departments and
charging departmental charges from them as per mutual agreements enacted
between them. It is pertinent to mention here that HIMUDA is executing these
deposit works through contractors and as per the contract agreements, HIMUDA is
bound to make payments to the contractors from time to time against various
running bills as per work executed by them irrespective of the facts whether or not
deposits are received by HIMUDA from the client departments. Factually, deposits
are received by HIMUDA from client departments at belated stage. In certain cases
some part of the deposits are lying un-received by HIMUDA from various client
departments since years together. Resultantly, payments are made by HIMUDA to
contractors from its own sources. From audit point of view, suggestions need to be
given to HIMUDA that they should make such arrangements with client
departments to receive deposits from them from time to time as per the actual
execution of works so that unnecessary burden on HIMUDA exchequer could be
avoided. In no case deposits should remain pending with client departments for

years together. To evade such circumstances, provisions for recovery of interest
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on belated deposits may also be got made in agreements enacted between
HIMUDA and respective client departments.

General instructions:-

(i)  The directives of Headquarter Office shall be adhered to by the circle
audit parties from time to time for conducting the audit of said
institutions.

(i)  10% reduction in the time allotment will be made in case the last audit

note(s) are not attended to on one ground or the other.

Note.— Requisition for supply of information should be issued in the beginning of
audit on the accounts of HIMUDA (Head Office) as per Performa attached.
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Audit Requisition NO........cocvvviiinniinnnn Dated......ccccvvvniinnnnns

Subject — Supply of information for conducting audit of the HIMUDA

(Head Office) for the period from .............. (1 P

Please keep/provide the following information relating to accounts of your
office ready in the prescribed Proforma:

1.

2.

11.
12.

13.

14,
15.

16.

17,

Complete list of auditable documents, balance sheet, accounts
statements, schedules and other concerned record.

Reconciliation of accounts with different divisions a/w trial balances of
different divisions.

Detail of budget allocation and expenditure incurred against budget
allocation for the period covered under audit.

Detail of loans and advances received from HUDCO or other agencies
during the period under audit.

Name of the officer(s) in charge of various wings as well as drawing
and disbursing officer during the period under audit.

Cadre wise sanctioned strength of the staff in various wings and
position of actual deployment against cadre strength.

Total number of service books maintained in the Head Office.

List of employees whose spouses are employed in Govt./Semi-Govt.
organizations a/w detail of their offices.

List of employees who have been allotted govt. accommodation.

Name of employees who retired from HIMUDA during the period
under audit.

Number of vehicles maintained in Head Office a/w their logbooks.
Detail of pending court cases in various courts a/w brief detail of
present position of such court cases.

Detail of contracts and agreements entered into with various agencies
during the period under audit.

Income generated by way of departmental charges.

Income generated from allotees and other income during the period
under audit (specifying the nature of income)

Name of schedule banks where accounts of Head Office are operated
during the period under audit a/w pass books/ bank statement of each
bank.

List of advances paid and adjusted during the year.
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18. Detail of colonies constructed during the period under audit and their
costing to be checked.

19.  Cases of additional/adjoining land allotted during the period under audit
a/w their costing/present market values.

20. Cases of plots, buildings/flats and commercial complexes allotted
during the year under audit through auction a/w its reserve price and
costing to be checked.

Note.— These are broad guidelines/information; any  other
information/record in addition to above which are required by the field audit
parties on the spot may be obtained from the institutions.
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(B) Audit of HIMUDA at Divisional Level

Selection of month

One month on the basis of maximum

expenditure

Detail check of construction bill

One bill in which maximum expenditure has

been made complete in all respects including

all running bills paid during audit period (i.e.

checking of item rates with schedule of rates,
tender documents etc.)

Store/Stock

Bin Cards (Stock received & issued
w.r.t. GR & Indents respectively

Cent percent in r/o selected month for audit

Other auditable items

Cent percent in r/o selected month for audit

Establishment

(i)

(i)
(iii)

(iv)
(V)

Pay fixation due to revision of pay
scales, Promotion, Step-up, Grant of
ACPS etc. may be checked 100%.

Annual increments 10%.

Salary Bills, TA. Bills, Medical Bills
etc shall be checked for the selected
month.

L.T.C. Bills may be checked 100%.

Service Books of employees who are
to retire with in the next two years
shall be checked 100%.

Expenditure

Cent percent in r/o selected month for audit

Receipts

Cent percent in r/o selected month for audit

Adjustment vouchers

Cent percent in r/o selected month for audit
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General consideration

While conducting the audit of works, the auditors should study the relevant

works rules carefully and should see that :—

All works should be commenced after the estimates are administratively
approved as well as technically sanctioned and estimates should not split up to

avoid sanction of higher authorities.

The tenders should be invited as per the provisions of work rules. Tenders
must be accompanied with proper earnest money and works be awarded to the

lowest tenderer after completing all the codal formalities.
The earnest money should be duly accounted for in the cashbook.

The agreement laying down the terms & conditions should be duly enacted,

executed and signed by both the parties for each work.

No payment should be made without the measurement of the work done and
entries in the Measurement Books must show description and detail of each item in
such a way that these can be easily identified and checked. In running/final bills of
contractors, arithmetical calculations, rates and abstract should be checked in
detail. Special attention needs to be given to watch that recoveries of all the
materials, issued to the contractor are affected as per the actual utilization of

material along with other misc. recoveries.

It should be seen that Assistant Engineer and Executive Engineer apply

proper test checks in the Measurement Books.

The stock material purchased should be accounted for in the stock
registers/bin cards, duly authenticated and verified by the Assistant Engineer store.
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The material should be issued to the contractors as per the actual and
Immediate requirement at site of work and issues must be supported by proper

acknowledgements.

The dismantled material should be properly accounted for in the relevant

stock registers.
Salient features

Prevailing market rates viz. the percentage at which above the estimated cost
of project, the works are executed by the contractors needs to be assessed.
Assessment of prevailing market rates is of paramount importance to establish
proper checks on pooled tenders. While awarding works to the contractors,
provisions exist to prepare item wise justification for which proper yardsticks are
available in PWD scheduled of rates. Apart from the above, justified rates are also
based on material to be used and on lead charts. Prevailing rates of required
materials i.e. sand, grit, bricks, wood, G.I/C.I pipes, other related material of civil
and sanitary/water supply items etc. needs to be scrutinized in detail. It is pointed
out that orders exist in HIMUDA to call and collect quotations of these items once
in every six months by a Committee consisting of Executive Engineer, Assistant
Engineer and Divisional Accounts Officers; but as a matter of fact the above
Committee exist only on papers. Factually the rates of material are certified by the
concerned Assistant Engineer only. Lead charts are signed only by Junior Engineer
and Assistant Engineer of the concerned job; whereas from the audit point of view,
suggestions should be given to HIMUDA that all lead charts should be got signed
by an officer not below the rank of Superintending Engineer after proper

verification of site.
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Proper scrutiny of extra/substitute items and deviation statements of various
works executed in the works needs to be carried out. It is a general phenomenon
that contractors are interested to execute only those extra items beyond stipulated
quantity depicted in the schedule of quantity, for which they have quoted higher
rates. As per the agreement, 20% deviation from the agreement amount is
permissible. In the event, if deviation is found more than 20% in a particular work,
it needs to be seen that such deviation has not resulted owing to execution of those
items beyond the prescribed limit for which contractor has quoted extra ordinary
higher rates. At the same time it should also be established that HIMUDA has not
got executed another work in the same existing tender for which a separate
estimate has been prepared and sanctioned. This aspect needs special attention of
the audit party particularly in those tenders where overall percentage above the
estimated cost is much higher than those prevailing in the same locality for similar
class of works. On the contrary, in respect of those items for which contractors
have quoted lesser rates, they are interested either not to execute these lesser rates
items or substitute these items with other items. For instance, if extremely lesser
rates are quoted by the contractor for brickwork, he would like to get this item
substituted with cement blocks.

It should be seen that secured advances are allowed for only those
items/quantity which exist in the schedule of quantity and rates allowed should not
be more than 75% of analyzed rates from the agreement. Secured advances should
be allowed only for those items which are immediately required for execution. No
secured advance should be allowed for perishable items. Recovery of secured
advances should also be watched from the running bills as per the actual execution
of particular item. No recovery should be kept pending beyond six months from

the date of payment of secured advances.
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In case the work is done departmentally, it should be seen that the cost of
labour is commensurate with the value of work done.

It is generally seen that officers/officials of HIMUDA draw staff advances
more than the actual requirements. As a result of which heavy amount of staff
advances remain pending with them, which amounts to temporary embezzlement
of cash. From audit point of view it should be assessed as to what amount of staff
advances are actually required by various officers/officials for the day to day
expenditure viz. disbursement of salaries of daily paid employees by Assistant
Engineer, loading/unloading charges of material at store of HIMUDA and purchase
of POL, repair & maintenance of vehicles, other minor contingent charges etc. It
should be ensured that no officer/official draws staff advance more than a month’s
requirement and each officer/official must render his account at the end of each
month. No officer/official should be allowed to retain staff advance unadjusted for

more than a month’s period of time.

Note.— Requisition for supply of all the information should be issued in the
beginning of audit on the accounts of HIMUDA (Divisions) as per the proforma

given below:

Audit Requisition No.........ccoeenneee. Dated..................

Subject — Supply of information for conducting the audit of HIMUDA ........
Division ) for the period from............. {1 S

Please keep/provide the following information relating to accounts of your
Division ready in the prescribed proforma :

1. Complete list of auditable documents, trial balance, accounts statements,
schedules and other concerned record.
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11.

12

13.
14,

15.
16.
17.
18.
19.
20.

21.
22,

Detail of budget allocation and expenditure incurred against budget
allocation for the period covered under audit.

Name of the officer(s) in charge as drawing and disbursing officer and name
of various branches heads during the period under audit.

Cadre wise sanctioned strength of the staff in various wings and position of
actual deployment against cadre strength.

Total number of service books maintained in the divisional office.

List of employees whose spouses are employed in Govt./Semi-Govt.
organizations a/w detail of their offices.

List of employees who have been allotted govt. accommodation.

Name of employees who retired from the division during the period under
audit.

Number of vehicles maintained in divisional office a/w their logbooks.
Detail of pending Arb./court cases in various courts a/w brief detail of
present position of such court cases.

Detail of contracts and agreements entered into with various contractors
during the period under audit a/w percentage above/below from the
Schedule as applicable.

Detail of estimates submitted and approved during the period under audit to
be checked.

Income generated by way of departmental charges.

Income generated from other sources like sale of tender and other misc.
income during the period under audit (specifying the nature of income)
Name of schedule banks where accounts of divisional office are operated
during the period under audit a/w pass books/ bank statement of each bank.
List of advances paid and adjusted during the year.

Detail of outstanding charges from various allottees.

Detail of inventory as on closing date of year under audit.

Detail of colonies constructed during the period under audit and their costing
to be checked.

Cases of extra/substitute items and deviation statement to be checked in
detail where deviation exceeds abnormally from the stipulated limit in the
agreement.

Bank Reconciliation Statement at the end of the year under audit.

Detail of expenditure during the year in the following format:-

Detail of Expenditure

Months Amount of Expenditure
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Note.— These are broad guidelines/information; any other information/record in
addition to above which are required by the field audit parties on the spot may be
obtained from the institutions.

Information with respect of work bill paid during the month selected for the

audit may be obtained in the following format:-

SrNo | Name of work, | Voucher | Amount of | Name of | MB
Agreement Number/ | Voucher Contractor Number/
Number Date Page

Number
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Note:- This is an illustrated format of audit and inspection note on the accounts of
Housing Board Construction Division/Electrical Divison.

fRuTera wewr SmaTy ud wet faer wiftre=ur fAwfor qused/fAega wusa/fagya

L2 LSS IR & ol BT SPbafor Td fteron ufade
3afy ......... L S
HIT-Tp
1. AT

@) Mo RArad e ovar udien fayrT (amere uew) &1 e ud 2redt faer
UTIRIEUT R, 2004 1 URT 28(3) & Sicid fafed Uraem i @ fRHmd U= ISR o ST
TRAT TI.THSH-4(SN) 1-1/92/2, T&id 13.09.2004 o 3IHR 1AM Ud QE<1 fabr Uil &

A & SHaperur Ud FR&r 8q SHfigmd faran T § | JEER A Ud et fadmr midiesvor &
A0 qUSa/f[Aggd A0S T o R & A AR |
............................. 1 3ipeft1 Td AT 1 B 3 | Sidperun 3rafl & GRM 39 HUSH & MTERV
Td Wl SHfUDRT & U b1 B g ATl gR1 e fosar |

HH o H19 9 US 91 3afy

...................... F ADANT D . T PEITT UfddeT H ST TR
ifaftraarsit o1 e faavur g fear mr g
% . TR sifFraftadarsnt o dféra faavon T 4. ﬂgwrr@‘r
(§9)
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@M  TTd 3idbe&m Ufdded
TTd 3ih & U9 FARter UfddeT & AW ORI IR &1 TS BrIdTe] BT delih B b SR

Jaa fRUfA 39 sibeu Ul i gay  uRR & Ay I ay o 3|
................................ d% HUsd O Tafd W A €, ST I¥aR fARu Rg UpR T
e-

%H o g /Y W ot BT

Jd R fasr Ui § qusd-1 &1 9ifed Sridlel /g SIMIRd Ui & H&HT:--

$d N

3fa: 3iferemt Sifiear | 3T ud wedt fawr wftreRur At fusd,/faggd Ausa-
................................... T s TR T, P SIRIGT Y HH&07 TRI H 3OS HrAATE! 3 &
IR 37 TR T IR ramT YA B3|

YNT-2

2. gaHTT 3B
fgoTio 3iTaT ud wed} o mideRur fAmfor qusa,/faggd qusa S F Al 3rafyy
...................... e T T TAHTT SBEOT I e TE I e S
.................................................. feu. Iog oar ular faum , Rmrar-09 & gdaemr & faAiw
................................ C= TR« (-SSR b2 [< it o) 2 T 2 =R er3 | R R £
............................ & TGl DT T favgd oird & o fear mar |, forras afkomdl &1 St tRemw! &
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Iy foram T g | St TR ! H g=ITe T SHfiaa & Sifafvad Tod sifieRg sideur /g
JUeTst] BTN T |

Disclaimer:- 39 3{dh&{u1 T fART&(07 Ufdded & Ureuur |, Sif=mt sy, 3mary ud 2es! fas

griereur T qusd/faggd AU8d ... LIS f3. O. gR1 UfSa gamsil &
YRR fFaT g |, [Pt R ot s agurs T8 e & R wraaar gdfen faum
(eHTaa ue=) RMdr-09 &1 @ StReIId Tg! ghT|

3. 3PBET Yo :

feHTae U= A ud Wed) fabr miteRur & Al Avsa/fAegd HUSdA- 00 s
TR o & e 3afy ............... £ ¥ SHBE Y B M STHT HRAH 8

I Td = SRR SHUSGRT, GAad USRI, A Ud R1g<! [ahr WitieRor RRer-02 &1 S
 SfRIY forar T Se |

4. So U faaRor

fafor ausa/faggd Avsa e AT & fei® 31.03.2018 B o FHTYM
o w1 qui &R1  afRRre—w~ W fear mar §1 §% T f9eRur &1 sfaeidd e W A
310 3 SHTARRI & T~ B SfTaxdd HRidTe! AN ifd e das ST Siheur & SR IRga
fopar ST gifea fovar Sy

5. eIw ARSI AIRZ......0c ARG AT g Y

T% H T & Sd A RIS i ] TD T /- BT A
AN 3q 9 2| ot faarur 39 sibem ufdded & uRfRre— - & fear mar 81 wrw sifm
fqarr o1 g o o T fop SfBaR S\ Td o 9 TrEfRd U1 30

S e | ST o THRISH gd X Saad HRIdTg! &1 o | SUTeT 3 39 fqurT &f 2w
ierd T S|
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fafay sPm @ AT AR &1 §lg B WU T fos fgaies GCAGIRP]
U/ H/AREeRI 2 /- 1 TR TS 7 AW o1 59 f 1 yuf faaron

Ry R e T 81 Site e IR g T o fafay i ot siffieear IR[T shw aut 9
e g aftad ust g3 AT o 39 = H 31 & JHmISH 8q Y fTavas Hrdiel &t o |
AT ¥ S99 faURT & =it gl fasar S|

6 ﬁ‘—riai. .................... G I R B AR 9 YHUR & ¥Y H ST/

feget fmfor Ausa/faggd Avsd- ... & 3fiid faft Simary 9l & HeH/wie
AIfeID! A f&AD ... AD T DAV TA IR & FUH age eg AW A, e
faarur g foar man B 1 39 Af &t agelt ]/ Suifér Ifed Ud HTa=et HeH 3o1U ok
E STARIY T BT ATH WA UHR 3t & ................ qP Y R

:
!

feqeT o queq/faggd HUST-......... & 3Fiid AT 3MTar aRadl & HBH/Te HIfeid!
SRS G, 2k S /-1 TR IG-IWME THR & =0 J aYail g AV 2 forgent faaron
g foon mar 81 s1a: 39 A ) Ielt /G I U UHTEI HeH IT¢ o |

210




7. 39 Mg ¥ grafud fafy sifFafiaarsy & ded A
(31 3T T FafRd RN sifafidaant 59 R & siavid 3fed Su-efive! H daifed ot sma|)

Audit Observation( Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

8. WNMNPIURBIUMA P @ AIATI UM TR T TG BT AP
qY:-
(CRINIA® GUR &1 g1 & da- g Hell IR TS o9 91 ofF TR 81 I8 0T aaifobd foa
Gidl)

fnfor nusa/faggd Auea faftr st fawmtt & fer fmfor wraf &1 fwre off axar g

e § 37 A Sl B AT BT 10% T 17% B R T YRS UHR I fAHFT S Ui dRaT g |

IR L T—— % IR YT YRS TR T 3{bef07 B TR urar 74 fob fmfor
USH/fIggd AUSH GRITY ............... ¥ RM fefed fmfor st § U Ui GHR &1 ga
A TEHT R T /- &1 199 [AaRuER sifde o fear mar - 11 Siifes favet oft

YR At Uelld 781 gial g o au .............. ¥ SRM T Avsd/ ey Avsa gRT fafid
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faurl & aifies fafor wrd Ffed foe gid ot Fmfor Husa/faggd Husd & URINH® TUR &
0 3 3T U BIdT | 3fdh: T8 AT SHIaRIS HRidTe! od [0gsT & Y YDA & & §
AR S & | §9b AfRad Siopefor o 3R ¥ I8 YeId e S & o Fufor qusa/faggd ausa
B 3Ot T TfAfAfR o Iuds W & YR TR 91T Y fS9d URHS UHR & U

R F gfg P oAb |
ag faa=ur R (3)
TYTIAT (da- d H) IR AT
RN THR D1 YT 1=
I &1 g | 31
T SO, ARG D1 R BT AfAGIHRT & tRIgI/AAYfd ( Security) Tral &
Sfae g SIrE:-

(HfaeTHRI & eRIgx/mfayfd @l # Sfae T 1 W gt a8 WRT agifod o S| )

faereri @t ufayfa @ral &1 Iudasy AHYAE! & Fae T Sfbemr B UR T T f
fEAF o H R Al HfaeeR! & e @« & S /- B
eRYE/Tfayfa ST IR BT Ry Sfdre T F uran man, Rrgest e g fean wan 7| Sfderer
&1 ufayfd @rdl 7 o<y o1 Sfde g1 98 Gl & f didareRl &1 I Rigy/ufayfd & wua
T A1 31 IR 1 YT foban T S e s TR i sifvafiaar 81 59 O
T SR Siheur ST G AT D e q HfderepRl & eRIg/afayfd @rdl §
3R & Sfae g I IR FRURT Ty HA & o 3Ry v T o1 g Sidheor JHIfed e 39
fow o o1 TSt U et g3l 31 WfaeIeR! & kg /mfayfa @l # Sialv & Sfae gwid

I AR H IR BHEH B MW SR e /- B R & Sfae IR IR WY o1 Y
30T Sfae MR o1 aYeh HafRid HiagreR ¥ & S YR & S| ST 9 39 faur &1
RIEEIESRERISIY

Name of Contractor Debit Credit Net effect

Total
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10. THINH 918X

(THTIIS aT3eR O Grafd f3fie ifafiddie 39 R & sidvid Ifua Iu-sive! #
SRgifehd Pt Sa )

Rule/Instructions/Offce Order

Audit Observation( Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

1. fRA® .. G2 E S AT Bt HUSR Hal BT 3=y
1 AT 9 Wl §et B f&ATD o P IR TTU 3R P Wiid B TR YT T fob
D o ol Ik S P Wi AV UT| ST faavor gRRp-~.....» R fearmarg 59

T A wg A T Ao faa &3 awl A Aw gy @ AT o 3o auil o FHufor wmh &
SUANT 9 H= BT HRUN WF Hd g S HUSR Hal BT TE IR HTTH Sriare! JHEa
Dt S |

12.  ARITYAT (@d- SIS | G i)
@ 3re | Jafd fafire sifafiradny 59 R & siavid dwifed @t sl )

Audit Observation( Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

13. i ot

faTor Bl & TR Iuas SHTRal BT SBEUr HR- W FF il urg. T8 | 39 wa
A 3MTaadH HRIATE! HXD SUTAT I S SHHEUT & SR IR fobar ST T3 fosam S
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(Frator sl & yrae | fafire sifafida 59 R & siarfa dwifed 31 el )

Audit Observation( Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

14. Deposit Works & de¥ A Administrative Approval & Expenditure Sanction |
AP .............. ARG &1 R g fHe o I

(FEuTore ool 9 gvaRId <ivie # guis 78 SiFrfiad U’ o W 8 g WR1 araiferd fsan
S

Rule/Instructions/Office Order

Audit Observation( Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions
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Detail of expenditure on Deposit Works over and above the Administrative Approval &
Expenditure Sanction.
Sr. Name of Scheme & Work AA & ES Amount Total Excess
No. (Amt. in received up to | Expenditure | Expenditure
Lacs) | s up to over & above
X (Amt. in Lacs) | cerreeenes the AA & ES
E 4 (Amt. in (Amt. in Lacs)
Lacs) A
i
Total
15. Deposit Works & g # 111 1 G4
T e e saenens AT P M Deposit Works & foarea & e ure A &
3w =09 fee o IR |

(fEutfore gt I Jafa 2five & guis 75 ifaffdd U’ oM &R 8t g UR1 aaifdd fabar s |)

Rule/Instructions/Office Order

Audit Observation( Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

Detail of Expenditure on Deposit Works over and above the Administrative Approval &
Expenditure Sanction.

Sr. No.

Name of Scheme & Work

AA & ES

Amount

(Amt. in Lacs)
3

Received up
to

Total Excess
Expenditure | Expenditure
up to over & above
................... the AA & ES
(Amt. in (Amt. in
Lacs) Lacs)
4 4
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Total

16. fovsmies yaAfads= /Meyduf s sefand T@=d
Sifrafiraar IR |

@fe Fufor et & oy foal 9 s /fafay due wefadl & e § sifafiaar urs
STt & ot 3 fufa & Ifad Iu-2iee! & sl araifasd forar s )

17. dfdeerl & el & yraa fiaid g 3t el 7 f$e om & R
L S ARG B AR & Srgfaa a1 &g o TR

ifaereRt & fufor w1 & Y faet @ et o ek 1 feu om @ IR siafidd o
T R g1 I8 U7 agifed fohar Smal)

Rule/Instructions/Office Order

Audit Observation( Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

18. fmio sigg WA ars T awsl & T | f9d Ta 3= yH101 STfe
U 1 foam s

Rule/Instructions/Office Order

Audit Observation( Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions
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faawor:

Name of Work Name of Item Running Bill No. MB No. /P. Qty. of
No. Wood work
paid

19. OSSN WHET 9 AfYe & fFwes #7 & uRummasu fafi=
Sfrafiraang

Rule/Instructions/Office Order

Audit Observation( Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

faawor:
fAwtor ot &1 ®H e T T | /19

Yar= | fbar

ﬂ

ﬂ

!
197

83

4

]
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7 R SO /- @t 0l & i st @ 9u Iy Efy ¥ SR gt A

Rule/Instructions/Office Order

Audit Observation( Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

faavor .
frator &1 &1 9m R fei® fewott
YT ares |
fore freffea

21. 3 fafay srafiraane
Q@RI Ml & Sifaad urs S arelt 3= 3f fafiad &1 Ifea Su -2fide! &
iaiia aRaiferd faar s )
22. &Y 3mufxr faa=foret:-
23. freod
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aRRfRIS- (@)

3fchefuT Ufcrde & ORT S&HT: 1(7T) H Feafid

ferTad UCRT STy U9 WX fawr wiftien’ur & a0 /fagygd Avsd & ol
AR £ b o 3fhaltT Td FRierur ufddet # wfhferd
3ff-offe ORi 1 faaRom
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7.4 TEMPLE TRUST/ MANAGEMENT COMMITTEE AUDIT

Authority for audit

The audit of temples under The Himachal Pradesh Hindu Public Religious
Institutions and Charitable Endowments Act, 1984 is to be conducted in
accordance with provision of rules notified by the Secretary (LAC) to the
Government of Himachal Pradesh vide notification No. Bhasha-A (3)-3/85-Part-2
dated 17.1.1989.
About temple trusts

At present there are 36 temple trusts/ Management committee in the state.
The present setup of Temple Trust and Management committee is as detailed
below:

()  Commissioner Temple Trust /Management Committee.

(1) Joint Commissioner Temple Trust /Management Committee.

(1) Temple Officer.
Time allotment

The time allotment for each account is fixed by the Director-cum-Examiner,
HP State Audit Department and is ordinarily calculated in terms of a pair of
auditors which is generally based on the income incurred (excluding interest
accrued/received on investment) during the year to be audited. The Auditor
should make efforts to save as much time as possible. Due note of saving
affected will be taken and their efforts in this regard will be appreciated.
Permission of the authorities shall be a pre-requisite in case of extension of time
allotment is required by the audit parties, otherwise the extra time availed will be
treated as unauthorized stay and will be dealt with accordingly. Auditor should not

avail the time allotment fixed above as a matter of routine or right.

220



The time allotment for conducting the audit of accounts of temple trusts of

Himachal Pradesh is as under:-

Income Per Annum (excluding interest | Revised time allotment (in terms of pair)
accrued/received on investment) (3) per annual audit

Up to 25,00,000 4 days

25,00,001 to 50,00,000 6 days

50,00,001 to 1,00,00,000 10 days

1,00,00,001 to 5,00,00,000 10+1 day for every additional 40 lacs.
5,00,00,001 to 15,00,00,000 20+1 day for every additional 50 Lacs.
15,00,00,001 to 25,00,00,000 40+1 day for every additional 1 crore
25,00,00,001 & above 50+1 days for every additional X2 crore

Audit fee to be charged

To charge actual cost on account of establishment charges subject to a
maximum of 0.5% of total expenditure of the Temple concerned. Here
establishment charges shall be charged which shall be calculated @ I1000/- per
Assistant Controller/Section Officer and 800/- per Junior Auditor/Article
Assistant per day and it shall not include the period of leave, gazzetted holidays

and Sunday.

Audit checks to be exercised

While conducting the audit of various funds of the Temple Trust /
Management Committee the following aspects need special attention of the
auditors:

1. Checks to be applied/Audit checklist:-

(i)  The Audit of Cash Book, FDR’s -100%.
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(if)

(iii)

(iv)

v)
(Vi)

(vii)

Store & stock accounts Building, Materials (Cement, Steel etc.), Gold
and Silver will be conducted 100%. The Audit of other Store and stock
accounts will be conducted for selected months.

Year-wise financial position of the Temple Trust will be given in the
main report as per the existing practice in the prescribed Proforma and
Annexure of financial position duly authenticated by the Temple
Officer should also be attached with audit reports. Further the detailed
position of Income & Expenditure should also be given in the rough
sheets.

Pay fixation due to revision of pay scales, promotion, step up, grant of
ACPS etc. of employees will be checked 100%.

Annual increments - 100%.

Service Books of employees, who are going to retire within next two
years will be checked 100%

The audit of one major work bill, in which maximum expenditure has
been incurred during the year, will be conducted by the Audit party.

(viii) Position of all the FDR’s at the end of each year duly authenticated by

(ix)

the trust authorities is to be appended with the Audit Reports.

It should be seen that the Budget of the trusts for every year is got
approved with sanction of the competent authority and the expenditure
is incurred within the budgetary provision.

Other important key points:-

Financial position

(@)

(b)
(©)

Annual Budget: It may be ensured that the Annual Budget is prepared
and got passed from the competent authority and the expenditure is
incurred as the per approved budget.

Year -wise break up be prepared and indicated in the Audit Report.

Comments on increase and decrease of income be given.

(d) Gold and silver receipts should be indicated as below.

Opening balance
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Ii. Receipt during the year
ii. Total investment in Gold, Bond scheme or any other scheme
iv. Closing balance
(e) Investment of cash be indicated clearly for reconciliation. It may be
ensured whether the interest of investment is accounted for in the books
correctly and periodically?
(f) Figures of receipts and expenditure be tallied with the return of income

and expenditure already sent to the Commissioner.
Development/Construction work

(a) Staff engaged for development works.

(b) Whether the development/maintenance work amounts is commensurate
with the salary of staff?

(c) Whether PWD manual is followed or otherwise?

(d) Whether the repair and renovation of Temple Trust properties is
carried as prescribed under rule 14 & 16 of The Himachal Pradesh
Hindu Public Religious Institutions and Charitable Endowments Act,
1984 and deviation, if any is approved by the competent authority?

(e) It may be seen that the developmental works are executed after
observing all codal formalities i.e. approval of DNIT, tenders and item
rates quoted in comparative chart are mentioned correctly or not?
Payments made to the contractors are in accordance with the

agreement and secured advances paid are in accordance with rules.
Income/Receipt

(@) What are the sources of income i.e. offerings, rent of shops, articles

received in kind etc.?
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(b) Whether stock register of receipts printed for donations is maintained
properly and issued serially, the receipt book returned after use is
accounted for correctly in cashbooks?

(c) Whether income in kind accounted for properly or not?

(d) Whether the cashbook is written daily and signed by the authorized
officer?

(e) Whether signatures of counting committee are invariably taken in the
register?

Note.— It may also be ensured that the income of rent on account of
leasing of any shops etc is realized regularly and the institution prepares proper
demand and collection register. Statement of arrears may be prepared and

appended with the draft audit report.

Moveable/immoveable properties

(@) The preparation of moveable property register as prescribed under the
Act/Rules may be ensured and it is to be duly attested by the competent
authority.

(b) The correctness of quantity of other moveable properties i.e. jewellary,
precious stones, utensils etc. may also be ensured.

(c) Records of idols as prepared may be checked and it may be ensured that

the competent authority from year to year rectifies the same.

2. General instructions:-

(i)  The directives of Headquarter Office shall be adhered to by the circle
audit parties from time to time for conducting the audit of said

institutions.
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(i)  10% reduction in the time allotment will be made in case last audit

note(s) are not attended to on one ground or the other.

3. Before conducting the audit of temple trust/ management committee, it is
highly recommended that the different provisions as explained in The
Himachal Pradesh Hindu Public Religious Institutions And Charitable
Endowments Act, 1984 must be consulted in addition to the general

rules/provisions/above audit checks & instructions.

Note.— Requisition for supply of information should be issued in the
beginning of audit on the accounts of temple trusts as per the proforma given

below:-

225



Audit Requisition
(Requisitions for supply of information should be issued in the beginning of audit
on the accounts of temple trust/ management committee audit, as per the Proforma

given below :-)

Proforma

Audit Requisition No:- Dated :
To

The Temple Officer,

Temple Trust........cooovvviiiiiiinn..

Teshil ................ ,Distt. oo

(H.P)
Subject :- Keep ready / Supply of information for conducting the audit of

Temple Trust ............ for the period from ............ L S
Sir,

On the subject cited above, you are requested to keep ready / supply

the information related to the accounts of the Temple Trust ........... for the period

01/202.. to 12/202.. in the prescribed formats given below along with the relevant

records for smooth functioning of audit:-

1. Financial position of the Temple Trust...... for the period............. to .ooeinen
INCOME EXPENDITURE
(i) | Opening Balance 1) | Expenditure during the
year.
(i) | Receipts during the year i) | Closing balance
(a) Offerings to Deity-
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Cash

(b) Interest received &
accrued on deposits.

(c) Grant-in-aid from
govt. (if any).

(d) Other income.

Grand Total Grand Total

. Month-wise Income & Expenditure of Temple Trust............

o o1 B~ W

Month Income Expenditure | Balance
Offerings | Interest, Other Total
to Deity | Grants-in- | Income
Cash aid etc.
. Bank reconciliation statement alongwith bank balance certificates.
. Detail of investments made in various banks ason .................
. Detail of loan outstanding as on ..........
. Year-wise position of Gold & Silver:
PROFORMA
Opening Receipt Total Investment in Closing
Balance during the Gold, Bond balance
year Scheme or any
other use

. Photocopy of approved Budget for the audit period (Year-wise).
. List of all Auditable Documents.

. Number of service books maintained with name and designation of employees.
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10. Category-wise sanctioned strength & existing position of staff.

11. New daily wagers employed during the audit period.

12. Names of employees who retire during the audit period and going to be retired

during the next two years.

13. Complaint received or sent to the higher Authorities against any employees of

the office.

14. Name of employees who are placed under suspension during the audit period.

15. Departmental enquiries/Court cases pending against any employee.

16. Names & Designation of the employees who have availed LTC/HTC during

audit period.

17. Name & Designation of employees whose spouse is in the Govt. Services &
Sharing accommodation. (Proforma given below)

Sr.no. Name of spouse

Place of
posting

Name of
Department

Whether
HRA claimed

18. Honorarium paid to the Temple Trust employees and others on the following

Proforma:-

S.no. | Name of employee &
Designation

Place of
posting

Sanctioning
authority &
Sanction no.

Amount of
honorarium.

19. Detail of gifts purchased & distributed during the audit period.

20. Detail of Pujari shares given to the pujaries on following proforma:-

Period Income from Dan
Patra

Pujari share

paid

Month in which
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21. Detail of deposit works:-

S. Date of Amount With Purpose of | Utilization
No | deposit whom deposit Certificate
deposited received or not

22. Detail of works executed during the audit period :-

Awarded
amount

MB
No.

Name of
works

Name of
Contractor

S. | Agreement
No. | no. & Date

Completion
cost

23. Cases of loss of property, if any due to fire, theft, accident, misappropriation
etc.

24. Whether physical verification of stores/stocks has been conducted, if so up to
which period & results thereof.

25. Whether physical verification of assets have been conducted, if so up to which
period & results thereof.

26. Detail of unserviceable store/stocks including scrap material disposed of during
the audit period in the following Proforma:-

Remarks
(if any)

27. Detall of unserviceable store/stocks including scrap material lying for disposal
in the following Proforma:-

Auction
amount

Purchase
cost

Date of
purchase

Sr. Name of
No. article

Quantity

Remarks
(if any)

28. List of land & buildings or any immovable property purchased during the audit
period.

Purchase | Amount

cost

Date of
purchase

Sr. Name of
No. article

Quantity

29. Detail of new vehicle purchased during the audit period.

30. Detail of total number of vehicles maintained in the office along with the
expenditure incurred on the repair & maintenance year wise.
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31. Detail of petrol consumed by the vehicle(s) on the following Proforma:-

Sr. | Vehicle | Name
No. | no. of the
Driver

Make K.M. Petrol/Diesel
of covered | consumed
vehicle

Average

Rate of
Petrol/Diesel

32. List of court cases on the following Proforma:-

Sr. no.

Case title

Name of
the Court

Latest
position

Decided or
pending

Action
taken on
decision

33 Detail of tax deducted at source by various banks on maturity of fixed deposits.

(Name of the Officer with
Designation)
Note.— These are broad guidelines/information. Any other information/record in

addition to the above which are required by the field audit parties on the spot may
be obtained from the institution.
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Note:- This is an illustrated format of audit and inspection note on the accounts of
Temple Trust/ Management Committee.

F AGTN T (heTr Te Adreror wiaaeq
gafyr ... C: S
W-E

1. TS -
(F) R geer Beg Aras=® arfis e va 1@ o= ataf=aa , 1984 i

T 23(2) T (2) TAT RATH T TR whl ATSHHAT H&AT ATIT - (T)3-3/85-9e-1l,
& 17.01.1989 = gfewq, wfex = ... IR .. FRuT=e waer & srafyr
............... " ...........T% & (@l $T 6T o AR g 6T 7137 |
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(W) i ATt 0 | -

TR
#o o o srfRafRaarstt #r a A7 " (@ H)
3
1
2
(%) T 3iheqor wiAae -

Hieax Yaree qiufd /AT = ... gTT I SThET0T ATaad | o Ao
ARl & e g AT T FAATG! il TATIAT ST AT ATzl hl A4 (A

ERIEEEANECERIR | AT Ot Lo R D il

AT — &
2 FATTT SAHETT :-

Tfea? =TE/ Afva? TaveT A o, L F AT e T
............ & AT T ATHIT AT TG AT .............., ATATT ATHL/ TEAF HIH
(1@ T, e, S 11 IR FIAY JAGT T [ATERA T I [aAih
............ T oo T A QT AT ... O AT IET 9T — T AT

[ NI e N enN

faeqa S= g Meferied /et &1 =23+ foar 71w |
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Tg AT (A7) ZRIGIE

Disclaimer:- SHTIOIT 33T STTAT & 3 FaaTT %70 TaH R80T JiqaaT #7  J7&q7

qfeaT f9FTT, 777 =70/ qfes< gaee7 giafa ...... N C 7 ZTT JTT=ET FITS
TE T3 UF ST9GG 3 STETT TT GI7% [337 T47T 5 | 13T =T F1R7 777 #1 7% 137

T FHIT #1 TAT [AERT TFAT STTTT AT I&TT T FI7 & HIT FHE0 JIdaaT 97 G5
FTer 31 T T917 57 [7T7 J297 7757 @7 TRIET (9T 347 1 9977 & 37eard

TEE

3 STeheTIT S[eh -
Tfvax =ma/ Aivay Yavad qufd ... F AT L T, T 6 ol
T SRETT I AT [ ATEA A HTd [Qad] 6 ST TT A ..o, ST 7T €

SThRETT Q[oeh ol 3k TTT9T ol Y@TTohd S STFE ZIXT [Hasrh, A= Jaor 57 @@ airar
T, T wT - 171009 T ITUT FilA g STTANT ATHLT /AT M= & T H&aT
R £ 1 TR Hiva AT Hiax =] / 9ivax Taee= g i ..., INEI
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41  fa<ha Rafy -

qtea? =T/ AieaT TaeelT TTHTT oo, FAATT il £ F

@t #Y fachr fufa Fer w7 g, e Aega e akfee - 7 aw off G
2l

Year

Opening Balance

Offerings to deity-cash

Interest earned/received on

savings & FDRs

Other income

FDR’s matured/encashed

Grant-in-Aid from Govt. ,

if any

Grand Total

Expenditure during the year

Amount transferred to various

departments for deposit works

Investment in new FDR’s

Total

Closing Balance
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42 I AW F1 fAgr:-

A 31.12.202.. T THE gl & AT AqAT = SRR oqT 9T

SF/STHEL & I9d GTdT § STHT 19T, ATATS STHT TTSTAT o6 i aohl § STHT L1977
TEAIT T o6 FT H SwqqT 1 TIA 2o, ff, S far fE wr a g |

(i) IF .. - STHEAL a9 @TAT § STHT T I/ |

(i) |FEE ST ETE H e afkfor - |

(i) |gER@oilr

(vi) | =T

43 % guram fAaoft -

S e o= L T T dl TAT I & AT |
SN B ST =T FT a7 qraT 747, St fEawr gfifoae
— F S g feaet § o ffar g |

(ATE - S oI FEeft Ta7 T8 qeatag 9 [egqd &9 § Tg1 3970 A1)

Rule/Govt. order/Instructions

Audit Observation(Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions
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44, fRA*F.... I fafersr St /eTFa< T g@ral & 9T Tl 1 @ -

fems 1 Bt 9= feTree a=q grar § AT e v fEaer Rl e
T g | e Feawor qidfere - Tw i R g |

¥ w7 ATH qraT §&qT ... Ca)

5.1  YTH 3T &t TAAT § AATEH =T FAT (I A g1 39 Feufa #)

SREAUT o I ITAT AT T Hivay =/ Aiva? Yavde TEid o, St g
SThETIT STATE o ST ATH S 6l o1 § 7ferh =2 fohat ram & | 5 &7 aw are faawor
Fefofaa g |

A | TS F FT H ITH T

a7 AT

T AT

B |ad &I =T

ey st gq fafs e fFramr #r
EEGRAT

BT AT

T 3 | Sraar stfers =
T (A-B)

=g Y 3 I A qFar i
gfderaar
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(B+ Ax100)

Rule/Govt. order/Instructions

Audit Observation(Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

5.2 (i) Ta A auT A FET H € H 7 A qrs FAT a1

(afz =g g1 5w Ruafx #1)

FHETOT F Frere araT 47 7 witew =/ waiver yeeaw gtwfa ST g AR
UL H T2 & =7 H Fefofaq s g T | g2 2 |

FH I=T CL EHEERSE: RILER]
01 20...
02 20..
03 20..
04 20..

Rule/Govt. order/Instructions

Audit Observation(Detailed Audit Para)

Audit Requisition




Reply from the auditee
Action/Suggestions

52 (i) TR =T g FHATREL & 3+, HhT AT T A1 U< T (TAE
HETEAT | ITH) Y g1 A R 1 =7 1 fEoats #iE g s9 Rufa #1)

e =T GIT ST U a0 aTe FHATAT 6 ad, 90 79T 377 q&l 98

AT (FHET HATEAT | ITH) 6 qoqT | e @ =37 &y foaer feeriea wr a gl

FH | F | A (AT ARA) | FAATRAT F Aq9 9T q4qT gfaeraar
T T W G AT A1

1 20..

2 20..

3 | 20.
3reheror feroquft
QTaTer STHT TISTET -
6.1 fRAF............ T QT STHT o7 & RAafaa 2. qTE -

frex =T faeaq giufa gra o ... REDRAI U S EIECKCED

H FTATE STHT TIST & sraiq At =t w2 o S Hewor afifw -d farmar g |

(AT - ATATY THT F Grafead Tia FIg AT g1 af Tgi 207s AT0)

Rule/Govt. order/Instructions

Audit Observation(Detailed Audit Para)

Audit Requisition

Reply from the auditee
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‘ Action/Suggestions

71  @FET- Afeer A A=y T o T *F 2 i i RRafa f{er

S E1 L AUURR

fefee [EEIVIE] T forett o
T AT
—
T AN

1501 NI T A & Afeaw v FwT fEaor

feheet [EEIDIE] qTH ety I
TSI 0
SR FATAT H
STHT |1
AT &Y L AT
T AN
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7.2 =ier:- "dfrec=m®/ " yarg=m af@fa.. .

............ Hooeeernn. T 3 210 ATAT T oot 9 e & 2 | e ey aikdfers -
oy AT T E

CE1 - SR L SRR

feeet [EEIVIE] P foreft
T AT
—
T AR

(G 1 E FT =TT % ATeq# A9 T e
fefee [EEIVIE] T forett o

o
NANEIREINFSREIRT

FTATAT H STHT ATl

AT 5 T A1

ATl T fr=eT % 3T
T =20 q&Te S &I/
SYHIT [FTITAT

H ST

T TN

Rule/Govt. order/Instructions

Audit Observation(Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions
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8 Tt a1 IATL T HLAT -
(=X FrE arafy gy o 7=t <t sTY)

Rule/Govt. order/Instructions

Audit Observation(Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

9 A ---

Rule/Govt. order/Instructions

Audit Observation(Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

10 fEReftqer -

Rule/Govt. order/Instructions

Audit Observation(Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

11 gora RRer -

Rule/Govt. order/Instructions

Audit Observation(Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

12  fAwtor 1 -

Rule/Govt. order/Instructions

Audit Observation(Detailed Audit Para)

Audit Requisition

Reply from the auditee
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‘ Action/Suggestions

13 g w1t 3 o= it w2 -
(afs wig g1 3« Ruafa #1)

STRETUT Al W 0f TS a1 & AqAT Hivad A ERT dqard ... q
............ & faferer ferammi/ seament 1 fatas Fag s (Deposit Works) 2q

REEETTAT o T AT AT AT o7 | S fAega e 7
gfferg- ¢ "o fearmar g |

S e w1 F STARAT 4107 95 976 T51 g 3,540 g Aufafed § -

| aeae | R g dot | v s aw Ses g afr | afr
TeqT | §e T IS AT | STHT § 9 38T

Rule/Govt. order/Instructions

Audit Observation(Detailed Audit Para)
Audit Requisition

Reply from the auditee
Action/Suggestions

14  99THAT O SEATE @l AT R T -

(afz =g gy 5w Rufa #1)
RS F IO ST H qTAT AT T wiear =T /q{va Ta=aq qiafa g7 sieheror
Fafa T, TF F S0 Afea? =1 & Fheadt g=m=ar = &afree

AT FTAT o AR .. &1 T T&T AT T g, e fEer Feea = g -

wH | yeare | fRatw | w6 A, e ' e | ™ I A
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Rule/Govt. order/Instructions

Audit Observation(Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

15 9T -
(FATIAT & ¥ e ATS Al AT &7 aT Tgi 29075 S(10)

Rule/Govt. order/Instructions

Audit Observation(Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

16 X HIT T FAIHT =T -
(@fz 1< smafxy g1 91 78t 3atE ST)

Rule/Govt. order/Instructions

Audit Observation(Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

17 & -
(@fz Fr< smafxy g1 av 78t gatE sT)

Rule/Govt. order/Instructions

Audit Observation(Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions
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18 ¢ RRfdy sfafaar -

(STT ITCrh ST F Siaeta 1 29is, 1% &1, ST ST-ofivt § agt 9is 91y)

19  HEAT <Al § Gfaq gl 98-

Hfeaw = /AfeaT wergw afafa F fafesr A =rrerT § aftaq a2 €, e
TiRfAry — o orTAT AT | 3 T /AT § RO i 9T JETET wAare gt £ S

20 wfw -
(=t FrE swafxr 21 a7 Tt gorts )

Rule/Govt. order/Instructions

Audit Observation(Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action/Suggestions

21 €I T qTS AT -

(=fe g srafxr 21 ar T2t FaTE 1)
22 o arafy RaoT -

(A 1 srafy g1 1 78T F4riE )
23 A+ -

Fheqor 47 TEAT..... F ST H |
(1) siFeror we Adreror wiaew safa T

oooooo

T "o | fAvffa/srfaefta SAATAAT 7 Flere fFawor
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7.5 H.P. Government Polytechnic College & Industrial Training
Institutes

Authority for audit

The audit of accounts of student funds & fee of H.P. Government
Polytechnic Colleges & Industrial Training Institutes has been entrusted to the
Himachal Pradesh State Audit Department as per the provision of the Rule 7 of the
H.P. Government Notification No. STV(IT) F(5)-5/85, dated 16.10.1986.

Number of Polytechnic Colleges & Industrial Training Institutes

At present there are approximately 16 Polytechnic Colleges and 138
Industrial Training Institutes running in the State. These colleges/institutes are

headed by Principals

Time allotment

The time allotment to conduct the audit is fixed by the Director-cum-
Examiner, HP State Audit Department. At present, the time allotment to conduct
the audit of student funds & fee of Polytechnic Colleges & Industrial Training

Institutes is as under:-

Polytechnic:-
Sr. No. | Student strength Time allotment (in terms of
pair) for one year’s audit
(days)

1 Up to 500 2.5
2 501 to 750 3.5
3 751 to 1050 4.5
4 1051 to 2000 5.5
5 2001 to 2500 6
6 2501 & above 6+1day for each 500 students
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Industrial Training Institutes:-

Name of Institution Time allotment (in days) in terms of
pair for one year’s audit

ITIs 2

The Auditor should make efforts to save as much time as possible. Due
note of saving affected will be taken and their efforts in this regard will be
appreciated. Permission of the authorities shall be a pre-requisite in case of
extension of time allotment is required by the audit parties, otherwise the extra time
availed will be treated as unauthorized stay and will be dealt accordingly. Auditor

should not avail the time allotment fixed above as a matter of routine or right.

Audit fee to be charged

At present, actual cost of establishment charges shall be charged which shall
be calculated @ X1000/- per Assistant Controller/Section Officer and Z800/- per
Junior Auditor/Article Assistant per day and it shall not include the period of leave,

gazzetted holidays and Sunday.

Audit Checks to be exercised.

While conducting the audit of Polytechnic Colleges & Industrial Training
Institutes (Fees/funds accounts and hostel rent), the following points may be kept

in view by the auditors apart from pointing out other audit irregularities:-

1. Fees & Funds
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It needs to be ensured by the audit party that all the student fees and funds
are collected by the institutes from the students as per the govt. instructions and
duly entered and accounted for in the relevant fees and funds collection register
and subsequently deposited in the schedule bank or in the Govt. Treasury as the

case may be.
2. Rent

Similarly it needs to be ensured that hostel rents are collected by the
institutes from the students as per the prevailing rates and the hostel rent so
collected needs to be duly entered and accounted for in the relevant rent collection
register and subsequently deposited immediately in the schedule bank/ post office

account through the Govt. Treasury.
3. Bank/Post Office accounts

Bank/Post office accounts, where the students fees/funds and hostel rent are
deposited, should be reconciled from time to time by the institutes with cash books
and the interest allowed/credited by the banks/Post offices should be duly

accounted for by the institutes in their accounts.
4. Expenditure

Expenditure incurred out of students welfare funds and hostel rent should be
properly scrutinized and focus should be mainly on the following points apart from

other audit irregularities:

(@) It should be ensured that the purchases affected from the relevant
student welfare fund/hostel rent is a fit charge upon that fund. For

example, the relevant item purchased from a fund should directly relate
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(b)

(©)

(d)

(€)

to that fund and it must be admissible under rules & regulations and

other guidelines issued in this regard from time to time.

All the codal formalities regarding purchase of other stock items from
the student welfare funds/hostel rent should be verified by the audit
party including verification of quotations, wherever applicable,
sanction/approval of the competent authority, verification of stock/store
entries and verification of utilization/disbursement of stock/store items
so purchased from the relevant fund/rent account. In case the purchases
have been affected through sole authorized dealer there is no need for
quotation.

Verification of payment from student welfare funds be made with
respect to checking of actual payees receipts (APRs) of each recipient.
Medicines purchased for students from the funds should be duly
recommended and verified by the Govt. Medical Officer and the
institution should maintain proper record of disbursement of medicines
to students.

Expenditure incurred out of funds for conducting sports, activities
including payment of TA/DA thereof, should be verified with respect to
the admissibility etc. under the relevant rules applicable from time to

time.

Note.— Requisition for supply of information should be issued in the

beginning of audit on the accounts of various funds of ITI/Polytechnic as per

the proforma attached.
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Subject — Information relating to various funds of ITI1/Polytechnic.

Audit Requisition No

Please keep/provide the following information relating to the Student
Welfare Funds account of your ITI/Polytechnic ready in the prescribed proforma :

1. Income and Expenditure Financial Statement

Yearly

Year | Fund | Opening Receipt Interest Total |Expenditure| Closing
Name | Balance | duringthe | duringthe | (3+4+5) | during the Balance

® Year. Year. €4) year. €4
Q) ® (C9)
1 2 3 4 5 6 6 7

Month wise income and expenditure statement
Fund Name/month

Sr.No Fund Apr. | May | Jun |Jul | Aug | Sep | Oct | Nov | Dec. | Jan | Feb | Mar

Name
|

2. Number of Cash books maintained.

3. Passbooks of funds deposited in the post office/bank be put up for
verification along with Funds Register

4, Bank Reconciliation Statement, all the Bank statements complete in all
respect up to the period under audit be put up along with bank certificates.

5. The amount of admission fee collected and deposited in the Treasury
through Challans etc is put up for verification.

6. Name and amount of funds collected from students during the year under
audit.

7. Any other income received in funds such as sale of old magazines, answer
sheets etc.
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10.
11.
12,
13.
14.

15.

Lecturers/Instructors employed during the year out of Student Welfare Fund
against leave vacancies (name & period be got ascertained) alongwith all the
conditions/agreement of their employment.

Store/Stock register.

List of Principals and DDO’s during the audit period.

Prospectus issued during the audit period.

TA/DA paid to various teachers out of funds during the year.

Library security receipts and refunds made during the year

Amount of unclaimed library security

Investment made out of funds shown in FDR’s

a. Grants received during the year, if any.
b. List of advances paid and adjusted during the year.

Note.— These are broad guidelines/information. Any other information/

record in addition to above, which are required by the field audit parties on the spot
may be obtained from the institutions.

250




(This is an illustrative format of Audit & Inspection Note on the
accounts of student funds & fee of H.P. Government Polytechnics &

Industrial Training Institutes)

TSTHIT Tgamereht geary/sienfs gferr degm........... K 5 1 PO
15| RO AT T3<T F B Feqror [ @t FT siperor ©g Adeor gfaaes
HAT.....eeeee £ PR GED
1. T

(%) A= J=or g Hit sAtegEeT qer L UEEET (AN TH(5)-5/85 T
16.10.1986  TH=® 7 ZIT TAST01T agaehet 1ol HEATAI/ATTE  STAAT FEATHT 6 T FHed 1o
ffer ot o steherr &1 TTiaed Maer |, A= Y=er TS SET ol T fFHn #9096
HAEURRIEEAR I ELERIED TEATA/A®  TIAAT HEA o ISk 1 I
LIS T FHAToT THTer @l T Sheq v 1d Maerd |, [GAT= JQer Tsd o@T qirer

[ECIUEARRERIRIRI

SThETT AT F I [ Ao H T &=l o TS0 d agdehet 140}
TEATA /ST TIEA HEITT | SEL0T U HIAqLor ATEHRET o & | Hd 0T

Y qE T TETATAT &7 ATH afer

( g) T ST Iiaaa-

TS0 T TG el FeaTa/3eTi®  TIAe0 §EAT....... 56 G Feg o7 (i @t
S sfheror faramr g srafy . LS SO SEAERINRIRIE S E NI CEG IR Eoa Ll
ATATTAT o Tead | TS0 T agaahe el SeAT/3RITREG AT HEAT ZIT 6l TS HAarg! &l
STAATEHA A & TATT G2 T Tehaqa Rafa e ywve 7 g

251




(FTe:- AT TAH FeheTo7 FohIT ST T2T & a7 36 927 1 (M) AW Al gl

TT-2X
2. FAFTT SARETOT:-

TSI Tgaahe el e/ TIeq HEqM ..o £ 1 £ S L I GED
T ATHT SThET0T, Foreeh TR0 Sqad! Agogal § @A T g, H o CHREREREETELIL
AHRET (@1 THAT  )/FAS 9@y o0 ® gy e iw S I T agddhe el
eI/ TiUeTo Feqre aEy § 6T 12T

THAT SHETT g ATHAH AT T AT 6 AT T AT HT TG (73 0T 6 AT
[ERIRIE IS
IENIRECL] AT FHT M AT [T HT FAAT A1

Disclaimer:- =& siseror U [REreror Tfaee &7 ITE997 ST & TTH=1E g Siehero

T T T TS GAATA U AT % AT I /AT TAT 81 HEAT GIT Sheq07 T ITAs
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FLATS T el AT GAAT /AT o 0T /TTAT F STASH 7 g il [ATd H e Taaad 9¢
B ATt ot off s g RaT=er waer Trsd o 9T T Seart a5t g

3. STheTIT Qoo

TSI Tgaahe el HEATH/3RIRIE  TINeAT  HEAT....... % BT FedT0[ (A ot
AATH....... H.......... T BT e [ FH AT o) ST
TAT| TH STReAT gLodh it L1 1 (Haer | BAT=e yaor 17 or@r 9irer fasmnT , fomer-171009
T TEITohd = /9% STFE % ATEAH & AT g SAhelvl SITeam=dT §eaT ... & ... BT
ST TRt AT, TSETeht STaTedT | agahe el SEATH/Sha NS STAAT  FEATT G Titehd
Fh/FF TTHE HCAT ..o G gTer e, fRaT=e weor w57 orat gdieT BT,

A

formeT-171009 =1 I F< fo=gT = om

4. (%) fa<ha fRafa:-

TSI Tgash el HEATA/3TRE  TIAAT  FEAT AT rafe ..., £ S o
o=t Rafa &1 gefera fawor 3 v & € et faega e aikfdrs- # =y o 8-

fa<fwrad | soaw T TS T = AN
®) ®) ®) ®) ®) ®)
(@) o @t Fr fAee-

TSI g 1ol e T/ STAA HEATT o I FedTo7 (F&T 6 5 @rar #
&A1 31.03.20.... T STHT LA T FEa0T FH THhE & AT
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wH | RAfgsr | deFraw [@@rEaer| SHAY | QS FEr | A=<
qeqT e aY
) ®)
®)
(WEEKEIEICACEE TS

&1 31.03.20... it 5% FaTET Favoft qRfArs- & sgaw Fe e @ 5-

ICERUI Tt

T ®)

1 T afgat/fAh Ry sqam avaaw

2 o 918 T ATETL A=qAqT

3 g (1-2), AT FE 2

4 =T F FHTLT/dF THTYT faaoft

AqqT

(%) S FHTETT FFaXor T T FLA & HILT UHE Tl T S Gral 6 AqaATH L ..........
ATE HT F=q<

5. U%s dgl & W@ WWEF T S @rd| heara F & g 4/ feoafor, (afs i g |

6 (%) fAasr:-
ST T Agasd el SeqT/A=ts T e gy aRirs- # yeqa g=+1 %

FET oA & L T A B FedqTor [ATer & S Frater AT § Feer i w2 o) o
AT 23T Srar g o aRagar & Suerea =9 Tiet & qafeatad B S gt G s

(@) Trater sar A At afert 7 S99 arfSra sarr are sty feeaforgr (afe g g1
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AY4AT

6 (¥ fasm-
g 0T HEATA/SAR R TUeq0 T gran siheq o srafey § == [Afaat & qrafy

st o fAatora Treft 1 e afidfere........ = RATTETE |

( ) 3T BT 969G T g9 & F1C0r qrary A ¥ avtfeg e sas fir g
gt geT-

TEATATDT FEATH/SATER  TIAAT  HEATT FIT S{eqT STafer % T AT 1
FeAToT [RTaT 7 T 7 Sai o a9 @Tdl | gl STHT T@T 47 97| J(S Jead 2T &l a1 |
TEd g AT h AT &1 Uk TR 90T, [SrEehl TohTa agash it geqr/z=is faer
HEATH 1 AT@THar qal A1, qrater A # Faer frar Srar av agasdenr - "o/ sientis
TTTEAVT FEATT T T GTAL T AT STTAT SATST Al TTH BIAT| ST TATT 47 11 § 6 2
FeaTor ffert it sriafis rfer &t arafer s § Mafera foram s arfes agase el

AT /TR TTUT0T HEAT Rl STk sATST & UTH L1977 ST 3 hedmorme =2 foham ST

7 A S AT Y ST FeATr AT /eF Y agH THAT  /HH qGAt
AT/ & FEgET FEAT |
(@t FrE grar 39 fFufy #)

Rule/ Govt. Order/Instructions

Audit Observation (Detailed Audit para)

Audit Requisition

Reply from the auditee

Action/Suggestions
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8. Zeerrrrrerenn. AT FY F FATor [fysesw i w18 qfr F1 T T8 § A@itha
T FCAT/HH AGIhT HCTY/ AT o AG(hd HEAT|

(@t e 2T a1 39 furfa #)

Rule/ Govt. Order/Instructions

Audit Observation (Detailed Audit para)

Audit Requisition

Reply from the auditee

Action/Suggestions

TR S AT T BT FAT [Ty SeF it ag it T I F T Sy TS

Y H THT T FEVFT THT FLaTY e § ST Fam@T|

(@t g g1 ar 39 feurfa #)

Rule/ Govt. Order/Instructions

Audit Observation (Detailed Audit para)

Audit Requisition

Reply from the auditee

Action/Suggestions

10. T | oo, are # fafsr At w1 sffafa aget :=Em
(@t #re grar 3w fFufy #)

Rule/ Govt. Order/Instructions

Audit Observation (Detailed Audit para)

Audit Requisition
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Reply from the auditee

Action/Suggestions

11. 3T q R =T Aheror oAy feoaform,
(STT SR ofTOhT o IR SI@iTehd o ol 9T & [ 3tq 39 -9 § S@itehd
ERISIRI

Rule/ Govt. Order/Instructions

Audit Observation (Detailed Audit para)

Audit Requisition

Reply from the auditee

Action/Suggestions

T
12. &8 YT A fiFfa & Sarz............. ATE FT AAIHT =7

(@fs e g1 a1 39 fufa #)

Rule/ Govt. Order/Instructions

Audit Observation (Detailed Audit para)

Audit Requisition

Reply from the auditee

Action/Suggestions

257




13. B FeaT0r Af 12z........... AT T AT TATY/AT|
(@fs FIE grar 39 fufa #)

Rule/ Govt. Order/Instructions

Audit Observation (Detailed Audit para)

Audit Requisition

Reply from the auditee

Action/Suggestions

14. sro=TiERaret & qut g AT 2............. AT FT H /AT FIAT)
(@t g gr ar 3+ fufy #)

Rule/ Govt. Order/Instructions

Audit Observation (Detailed Audit para)

Audit Requisition

Reply from the auditee

Action/Suggestions

15. = Fegmor Afr az.......... ATE T T2 AT AT FT GHEAISE T FAT
(@fz =1 g1 a7 5w FRafa )

Rule/ Govt. Order/Instructions

Audit Observation (Detailed Audit para)

Audit Requisition
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Reply from the auditee

Action/Suggestions

16. R8T F (Deposit work) F 2.......... ATE & SYATRAT THTOTTS TTH 7 HLATI
(Tt IS B ar 39 fRafa #)

Rule/ Govt. Order/Instructions

Audit Observation (Detailed Audit para)

Audit Requisition

Reply from the auditee

Action/Suggestions

17. = Feamor A @t a2.......... e & o o it gfagfd T
(Tf= &2 g1 ar 39 feafa )

Rule/ Govt. Order/Instructions

Audit Observation (Detailed Audit para)

Audit Requisition

Reply from the auditee

Action/Suggestions

18. 4T § G¥a~ad A= Sihervr oy feeaforat afe /s g |
(ST JUIh 9Tl o I A@Tohd | sl T gl &l Sr=d Iq-2fu # S@iiehd a1
ST
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Rule/ Govt. Order/Instructions

Audit Observation (Detailed Audit para)

Audit Requisition

Reply from the auditee

Action/Suggestions

fafay Ty feoaforr
19. At sifSerE/AS=T 1 W@ W@E T FAY FHFa0 § Toqq T AT

Rule/ Govt. Order/Instructions

Audit Observation (Detailed Audit para)

Audit Requisition

Reply from the auditee

Action/Suggestions

20. HISTL &1 THE ITIT F H{AT

Rule/ Govt. Order/Instructions

Audit Observation (Detailed Audit para)

Audit Requisition

Reply from the auditee

Action/Suggestions
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21. s ffaer siperor sy oot afe i 3

Rule/ Govt. Order/Instructions

Audit Observation (Detailed Audit para)

Audit Requisition

Reply from the auditee

Action/Suggestions

22. g oty e

23.

et

RS U HEAT ... F Had ¥ |
(1) rereror U fAYeror TfaereT rafer .......... I

#wo | | Foffayafacfta | saresT w5 Sfer e
o |[¥Ho
1
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7.6 H.P. Government Degree Colleges
Authority for audit

The audit of accounts of student funds & fee of H.P. Government Degree
Colleges has been entrusted to the Himachal Pradesh State Audit Department as

per the provision of Rule 42.1 of H.P. University Ordinance Vol-II.

Number of Degree colleges

At present there are approximately 94 number of Government Degree
Colleges running in the State. These colleges are headed by Principals appointed

by the State Government.

Time allotment

The time allotment to conduct the audit is fixed by the Director-cum-
Examiner, HP State Audit Department. At present, the time allotment to conduct

the audit of student funds & fee of Govt. Degree Colleges is as under:-

Sr. No. | Student strength Time allotment (in days) in
terms of pair for one year audit

1 Up to 500 2.5

2 501 to 750 3.5

3 751 to 1050 4.5

4 1051 to 2000 9.5

5 2001 to 2500 6

6 2501 & above 6+1day for each 500 students
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The Auditor should make efforts to save as much time as possible. Due
note of saving affected will be taken and their efforts in this regard will be
appreciated. Permission of the authorities shall be a pre-requisite in case of
extension of time allotment is required by the audit parties, otherwise the extra time
availed will be treated as unauthorized stay and will be dealt accordingly. Auditor

should not avail the time allotment fixed above as a matter of routine or right.
Audit fee to be charged

At present, audit fee is 8000 per college per annum. In case of a college
with funds collection less than 2.0 lakh per annum, the fee will be 5000

Audit checks to be exercised.

While conducting the audit of colleges, the following points may be kept in

view by the auditors apart from pointing out other audit irregularities:

Financial position of funds collected

Financial position of the various funds of the college should depict the
amount collected and amount spent by the institution during the period covered

under audit.

Purchase of science material

It has been generally been noticed that bulk purchases of science material for
conducting science practicals are affected by the colleges out of the science funds
I.e. Physics, Chemistry, Biology, Zoology etc. In such cases, apart from verifying
the stock entries and its disposal, the audit paras must contain the following
information:

(i)  Total number of students in the practical classes.

(i)  The requirement of the material per student.
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(ili) Total quantity of material purchased by the college during the
particular year.

(iv) The consumption made during the year out of the stock in hand.

(v)  The material in the stock at the end of academic session.

(vi) The expiry date of chemical purchased should be verified/checked
before affecting the purchase of the same by the institution.

(vii) How much quantity was of expired date, if any.

(viii) Purchases should not be more than the occasion demands.

Maintenance of Stock Register of Receipt Books

Stock register of Receipt Books should be maintained in the government
colleges. It may be seen that Sr. No. of every form of the receipt book through
which fee and funds are collected should be duly entered in the Demand and
Collection Register of the College. It may be ensured that Receipt Books are
issued to the fee collection clerk in the stock register of the receipt books in the

chronological order.
Chemical Stock Account Register

During the audit consumption of chemical material issued for taking science
practical of the students may be ascertained from the Head of the Institution in the
following forms and in case of abnormal consumption as compared to the norms
fixed, the same may be suitably highlighted in the audit report invariably. In
educational institutions where no science classes exist “Nil”” information should be

given.
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Date | Opening | Number or quantity | Total Name and Designation of
Balance | of chemical received | (Col. the person to whom
2+3) issued.
1 2 3 4 5
Quantity issued Purpose  for  which | Closing balance
issued
6 7 8

Note:— Requisition for supply of all the information should be issued in the

beginning of audit on the accounts of Government Colleges as per proforma
attached.

Audit Requisition NoO.....ccocvviiiinnniennn Dated......ccevviiiinnnnnnns

Subject — Information relating to various funds of colleges.

Please keep/provide the following information relating to funds accounts of

your college ready in the prescribed proforma:

=

Strength of the college during admission.

The amount of admission fee collected and deposited in the Treasury
through Challans etc is put up for verification.

Name and amount of funds collected from students during the year under
audit.

Passbooks of funds deposited in the post office/bank be put up for
verification along with Funds register.

All the Bank statements complete in all respect up to the period under audit
be put up.

Total balances up to the period under audit be put up.
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10.
11.
12,
13.

Any other income received in funds such as sale of old magazines, answer

sheets, Grass, Fruits etc.

How much lecturers were recruited during the year out of Amalgamated

Fund against leave vacancies of individual (name & period be got

ascertained).

Amount of funds spent for sports activities during the year.

TA/DA paid to various teachers out of funds during the year.

Library security receipts and refunds made during the year

Amount of unclaimed library security

Investment made out of funds shown in FDR’s:

a. Grants received during the year.

b. List of advances paid and adjusted during the year.

C. Registration/Re-registration and examination fees collected along with
its further transmission to University.

Note:—These are broad guidelines/information any other information/record

in addition to above which are required by the field audit parties on the spot may
be obtained from the institutions.
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(This is an illustrative format of Audit & Inspection Note on the
accounts of student funds & fee of H.P. Government Degree Colleges)

TSI TR oo G A L A L | AR ECIEE R NI ERTIE]

AT T FHeT0T T Aaeror yfaaes
< 1 £ . L FRTR GED

1. ST -
(F) Rum=a year FreafEenas steamesr & 9w 42,1 § afv famEa Jeer e

weTreraTert f = Afae 1 e RAme ywar T o e [ F g e
ST o ORI Ao AgIiaeTe.............. TG LS F g Wty o@r w7
FFRAT FH Feee, TR Teor ST @@r 9T faanr grr G mm

(@) 3ereToT ety o I 9% REoga S=l § Agleemad | g0 Ud Siaae
st % w9 7 T -

FH T T I FT 19 Fafer

(1) T Siaweror iaAE:-
TR HETEATAT . = BT AT <@l T SiaH SeretoT [EaTT g

S 1 1> . T TRIT AT &) T SeReqoT ATaeaal sl STheToT STl o qvas §
WA= T GIT 1 TS FTAATEl T ATATHT FHLA o TETT FReToT G il A =ad o = e

TR T -
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(AT ;- TS TIH Sieheq o7 F7AT ST TgT 8 a7 36 9T 1(T) AR q21 gl

WTT-80

2. TAHT HETT:-

TR Al Agoeal § RT T E B | CHREREREEECEILECIPE AL N G el
TLIAT) /RS T T g G i T HETaTed 9rEs § fohar

THAT SReT0T Zq ATTHAH 3T T T o AT T ATET T T S AT(T 6 ATETL
ELEIRIDIECS
fa<h=r a AT T FIAT AT = T FAAT |G

Disclaimer:- T8 3i%eror Ud Qe yfdeed &1 e T F 9= g
AREAT F WEQT KT T FIAATA UF ATV Foarg® U¥ FRAT AT {1 HEAT 3
AHAT W IUSH HATe e (Rl T GAAT/ATHAE F AU /TAT T ITAST A G
it Roafd & e Wiaaed 9% g arer et AT wwma gq BRmES weo TS o
TeT AR IearEt qgi gnm

3. SR -
Herte=aa & fAfer o safe . £ SO, T T Siher0r S e awogae
@) ST TTTI TH SREAT QLo5 ol ATT9T T feer, Rem=er weer a5

@T I AT |, fO|aT -171009 F7 ¥@iteha = /a5 ITHS o ATeqT | ST g SAeheq
A=A §&AT ..o fdi=........ ST g o ar |, el sameT § - JgTeemad g
TG = /A TTHE FEAT oo L1 g e | A= Jaor T aE
otet farwm, forerT-171009 =t Sfvre 2 fa=m mam =m)
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[ENIRICE]

R)

SFREATT 9o

4. (%) fa<hw Raf:-

HETE=TeT T afe........... L I, T T st i 1 gefera e fw e g

¢ ot e e afkfars- & o=y i 8-

i ad | sraremw ar TS T = EEsH)
®) ®) ®) ®) ®) ®)
(@ &% @rar #7 e
TETTa=TaT & BT ML & o grai § faqi®  31.03.20.... FT STHT 190 F7 Fawor = e
THRTT ¥ AT
wH | [fgsr | SEF AW | @arger | dw 99 | dee del | oWl
e Gk e
®) ®)
®)
(M & gHTE AETeh:-

& 31.03.20... it 5% FaTE Fraveft qRfrs- & sqan Fe e @ 5-
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®)

1 | T afEl/fast fafa saam s

2 | 9% U g AGETE AT

3 |swae(1-2), AR AR

4 A7 F FTIOT/SF AT TErawofy

() S FHTET FEor A T A F T AFE Tol 4 9 GTai § TvaqT ..., Slic)
ST AL |
RIEEERCIEICACERUERIEERER IR IR D)

5. e Tgl % 1@ T 9% @1y & garaT & grefaq Sfeoafor, afy :E g
6. (F) Faem:-

HETE=Tad g7 TR - | Teqd a7 & Jqa faars .. 1 A i Tty =
TATert & o "rater ST § Faer & € o o g 7 Srar g & afagwar & Sueed =4
TITQAT T AT e T T ST giAtera B s

6. (@) graty ST § ot it 7 S99 stista s34 R sineor feoaforgiafe i g

6. (1) fAaern-

(e HEAT gIRT s AT iRy erer 7 i =l @)

TS 51T Seheqor stater § g [Afet & w2 oft iy "rater sy § [afea a5t
EARIERA
6. (%) S=a RA<T Y=g T I & HILOT qrarer ST e & go9Tieq sifafRs sarer 9 af=a
@HT:-

HETTaraTed ZIT Sieheror srater fafsrer =7 [Afert it Trfer &1 St & a=rq @rai & af ST

T@T AT 97| AT aTEad =47 & 79 H T@d g2 AT ie<h AT 7 U aqfuq 97, e
qRT HETTAATAT T ATFTITFRAT A5l AT, Frater sta7 | Ferer Rt strar ar wgria=nea it a=4q

270




FTAT T ATAT ST SATST ol AT Il o7 AT (o1 Srar g o g [fe i sifafew
TTT9T T FTATS AT § o R S a1feh AeTeremed i ST ih sATsl & ITe TIT97 7 Al
& FeaTuTe = AT ST Foh

7 1 E 1 I I are Y R Afey/es fit gt 7 FEysa Tt s/

(zfz =12 2, 39 Rafa )

Rule/Govt. Order/Instructions

Audit Observation (Detailed Audit para)

Audit Requisition

Reply from the auditee

Action/Suggestions

8. AT Toererreeneee. are Hit fAfre @it /qges it ara af it e 987 A F@itda T
FHCAT/FH AGTohd HCAY/ v I AGThd AT
(=t e g1, 5= Rt #)

Rule/Govt. Order/Instructions

Audit Observation (Detailed Audit para)

Audit Requisition

Reply from the auditee

Action/Suggestions

9. BEIATrerrnnne. arg it Rfrer Ffy/ses £ age 6 7€ afr F v o g aw
H STHT T FAYFT STHT Feay/ e § swr F@m™m)
(@fz #1521, 39 Rafq #)
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Rule/Govt. Order/Instructions

Audit Observation (Detailed Audit para)

Audit Requisition

Reply from the auditee

Action/Suggestions

10. AT L. are it e et v st aget FEm
(=fz #1281, 39 Rufy #)

Rule/Govt. Order/Instructions

Audit Observation (Detailed Audit para)

Audit Requisition

Reply from the auditee

Action/Suggestions

11. & § g¥a~ga =7 fheror srafayfeoafomg, afs 1S & |
(7t Fr2 21, 39 Rufa #)

Rule/Govt. Order/Instructions

Audit Observation (Detailed Audit para)

Audit Requisition

Reply from the auditee

Action/Suggestions
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(zfz =12 2, 3 Rafa )

Rule/Govt. Order/Instructions

Audit Observation (Detailed Audit para)

Audit Requisition

Reply from the auditee

Action/Suggestions

(afz =7E 21, 39 fRufa )

Rule/Govt. Order/Instructions

Audit Observation (Detailed Audit para)

Audit Requisition

Reply from the auditee

Action/Suggestions

(=t e g1, 5= Rt #)

Rule/Govt. Order/Instructions

Audit Observation (Detailed Audit para)

Audit Requisition

Reply from the auditee
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Action/Suggestions

15. == fAfaar ak.......... aTE it 1w Tt &1 qHTHST 7w

(=t 7% 21, 39 fRufa )

Rule/Govt. Order/Instructions

Audit Observation (Detailed Audit para)

Audit Requisition

Reply from the auditee

Action/Suggestions

16. g fAfy @t ak.......... wre & o =won i wiagfT 7w

(gt =g g1, 39 Rafa #)

Rule/Govt. Order/Instructions

Audit Observation (Detailed Audit para)

Audit Requisition

Reply from the auditee

Action/Suggestions

17. faf¥e fAfrak.......... ATE % fasreh), ot 7 AT F A F1 ST swram

(a7t =g 21, 39 Rafa #)

Rule/Govt. Order/Instructions

Audit Observation (Detailed Audit para)

Audit Requisition

Reply from the auditee
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Action/Suggestions

18. T Y dafead 7w sidpervr sufRryfeoafomt af F1E g
(=fz #1 21, 39 Rufy #)

Rule/Govt. Order/Instructions

Audit Observation (Detailed Audit para)

Audit Requisition

Reply from the auditee

Action/Suggestions

ey feoafor
19. Fafse s/ w1 @ @E T FEY S0 § TG4 T FET

(ST S oftant o siata siereqvr strafxrat /feoaforat sraifera 7 v =it g, = 3fera sa-
ofrefet # Saritena f3ha St )

Rule/Govt. Order/Instructions

Audit Observation (Detailed Audit para)

Audit Requisition

Reply from the auditee

Action/Suggestions

20. HUSTT FT I TATIA T FIATI
(=t =7E 21, 39 fRufa )

Rule/Govt. Order/Instructions

Audit Observation (Detailed Audit para)
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Audit Requisition

Reply from the auditee

Action/Suggestions

21. = Ay sineror smafRrry/feoafort = :rE €

(ST I9TIh ofTUaht o ST Sereq o sttt /feeafort sraifena 7 it T § %t 3f=a 37
ofrdent ® oraEifera foram ST )

Rule/Govt. Order/Instructions

Audit Observation (Detailed Audit para)

Audit Requisition

Reply from the auditee

Action/Suggestions

22, Y srqfr e

23. Ay
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7.7 H.P. Government Senior Secondary Schools

Authority for audit

The audit of accounts of student funds & fee of H.P. Government Senior
Secondary Schools has been entrusted to the Himachal Pradesh State Audit
Department as per the provision of Rule 4.9(B) of H.P. Secondary Education Code,
2012.

Number of Senior Secondary Schools

At present there are approximately 1839 number of Government Senior
Secondary Schools running in the State. These schools are headed by the Principals

as appointed by the State Governement.

Time Allotment
The time allotment to conduct the audit is fixed by the Director-cum-
Examiner, HP State Audit Department. At present, the time allotment to conduct

the audit of student funds & fee of Government Senior Secondary Schools is as

under:-
Sr. No. | Student strength Time allotment (in days) in
terms of pair for one year audit
1 Up to 500 1.5
2 501 to 900 2.5
3 901 to 1400 3
4 1401 to 2000 3.5
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5 2001 to 3000 4

The Auditor should make efforts to save as much time as possible. Due
note of saving affected will be taken and their efforts in this regard will be
appreciated. Permission of the authorities shall be a pre-requisite in case of
extension of time allotment is required by the audit parties, otherwise the extra time
availed will be treated as unauthorized stay and will be dealt accordingly. Auditor

should not avail the time allotment fixed above as a matter of routine or right.

Audit fee to be charged

At present audit fee is *5000 per institution per annum. In case of schools

with funds collection less than %1.0 lakh per annum, the fee will be 3000

Audit checks to be exercised.

While conducting the audit of various Funds Accounts in various schools the

following aspects need special attention of the audit party.

Fees/Funds Accounts

It needs to be ensured by the audit that all the student fees are collected by
the schools from the students as per the prevailing rates and the student fees so
collected needs to be duly entered and accounted for in the relevant fees collection
register and subsequently deposited immediately in the Govt. Treasury.

Likewise it needs to be ensured by the audit that all the funds are collected
by the schools from the students as per the rates notified by the Education
Department and the funds so collected need to be duly entered and accounted for in
the relevant funds collection register and subsequently deposited immediately in

the scheduled bank/ post office account.
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Bank/Post Office Accounts

Bank/Post office accounts where the student’s funds are deposited should be
reconciled from time to time by the schools with cash books and interest
allowed/credited by the banks/Post offices should be duly accounted for by the

schools in their accounts.

Investment

It should be ensured that if investment is made in fixed deposit out of funds

and such fixed deposits as and when matured, are immediately renewed/encashed,

Expenditure

Expenditure incurred out of various students’ funds should be properly
scrutinized keeping in view the following points, apart from other audit checks to

be applied by audit party:

(a) It should be ensured that the purchases affected from the relevant student
fund is a fit charge on that fund. For example, the relevant item purchased from a
particular fund should directly relate to that fund and it must be admissible under
the objects specified in that fund as mentioned in the Education Code and other
guidelines lines issued in this regard from time to time.

(b) All the codal formalities regarding purchase of other stock items from
different funds should be verified by audit including verification of quotations

wherever applicable, sanction/approval of the competent authority, verification of
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stock/store entries and verification of utilization/disbursement of stock/store items

so purchased from the relevant fund account.

(c) Verification of payment be checked with actual payees receipts (APRS).

(d) Medicines purchased for students from the health funds should be duly
recommended and verified by the Govt. Medical Officer of that locality/area and
proper record of disbursement of medicines to students should be verified by the
audit.

(e) Expenditure incurred out of sports funds for conducting sports activities,
including payment of TA/DA thereof, should be verified with respect to the
admissibility etc. under the relevant government instructions/rules applicable from

time to time.

While conducting the audit of funds of High and +1, and +2 schools, the

auditor should check mainly the following record

1. Strength of school during admission.

2. Name and number of funds collected from the students during the year.

3. How much fees have been collected from the students and deposited in
the Govt. Treasury during the period under audit.

4. How much funds have been collected from the students and deposited

in the scheduled banks/post office during the period under audit.

Cash Books of various funds

Fee collection register.

Attendance Register of High Classes.

FDR Register

Receipt books of +1 & +2 of the selected month

© o N o o

10. Stock register of all funds
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11 Vouchers of expenditure

12. Stock account of receipt books.

13. Absentee statement.

14  Admission withdrawal registers.

15. Bank Statements/Pass Books of fund along with funds register.

16. Bank balance/certificate on the last day of each year under audit.

17. Any other income received in the funds account like sale of old
newspapers, magazines, answer sheets etc.

18. Amount of funds for sports activities during the period under audit.

19. T.A/D.A paid to the teachers out of funds.

20. Library security receipts/refunds during the period under audit.

21. Investment in FDRs made out of funds during the period under audit.

22. List of advances paid and adjustment during the year.

23. Bank/Post Office Reconciliation Statement at the end each year under
audit.

Note.— These are broad gquidelines/information. Any  other

information/record in addition to above which are required by the field audit

parties on the spot may be obtained from the institutions.

Note.— Requisition for supply of information should be issued in the

beginning of audit on the accounts of various funds of schools as per proforma

attached.
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Audit Requisition No

Subject — Information relating to various funds of GSSS.

Please keep/provide the following information relating to funds a/c of your

school ready in the prescribed proforma:

(a) Strength of students:

Financial year

Number of students

Higher classes

+1 & +2

(b) Income and expenditure statement of funds (Financial year wise

separately for High & Plus One & Plus Two)

Name of funds

Opening
balance

Collection | Interest
Income

Total

Cash Balance

Expenditure | Cash in hand+

Cash in Bank

1.Scout& Guide Fund

2. Sports Fund

3. Union Fund

4. Science
Fund/Physics,
Chemistry, Geography,
Ecology, Home
Science etc.

5. Health fund

6. Library fund

7. Magazine Fund

8. ldentity Card Fund

9. Furniture repair &
Replacement Fund

10. Cultural Activity
Fund

11. Examination Fund

12. NCC
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13. Fine Fund

operation

14. Any other fund in

(c) Detail of advances (Fund wise) for the audit period (separately for high

classes, 10+1 & 10+2)
Date of | Name Bill/Vr. To Amount Date of Bill/Vr. Adjusted &
advance | of fund | reference | whom Adjustment | reference | passed for
paid
1 2 3 4 5 6 7 8
(d) Statement of FDR’s along with income there from :
Date of | Nameof | FDR Amount | Rate of Date of Date of Amount
investment | Fund Alc No. | invested | interest | maturity actual received on
encashment | encashment
1 2 3 4 5 6 7 8

Information relating to stock of all funds.

Financial year

Date of physical verification/annual stock taking

(e) List of stock articles found short during physical verification.

Name | Name of | Quantity | Stock Register | Rate (Rs.) | Amount Action taken
of fund | article reference No.
1 2 3 4 5 6 7
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(F) List of unserviceable articles lying in stock:

Name of | Date of | Stock Register | Name | Quantity | Rate Amount Action
fund purchase | reference No. of taken
article
1 2 3 4 5 6 7 8

(g) Detail of any contingent expenditure other than development expenditure met

out of funds either on loan basis or otherwise during audit period.

Payment | Name of Bill/Vr. Amount Purpose of When
month fund reference expenditure recovered

Detail of amount remitted to Dy. Director out of sports fund and Scout & Guide
fund as their share :

Name | Financial year to Total collection Month of | Amount
of Fund | which the share during the year remittance | remitted
pertains
Note.— These are broad guidelines/information. any other

information/record in addition to above which are required by the field audit
parties on the spot may be obtained from the institutions.
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(This is an illustrative format of Audit & Inspection Note on the
accounts of student funds & fee of H.P. Government Senior Secondary
Schools)

TR iy areafRs arset......... 1 IS ... AT weor % g e a=t
&1 sieheror we fRderor gfaeee
< 1T AR, L PR GED

1. yT<fesTe:-
(F) FRum=er weor greafaa forar wigar,2012 & Faw 4.9 (@) g RBurse weor #ir afivg

HTEATHF TTSLATATSA F BT AT @ o SReqor 7 aTiied Maersd |, BT J=er 17 orEm
AT AT T G679 S o ZIER Tsieni T a1 qreq o
ST, ......... A S .....ce F A AT @i & Sheq o 1 Aeersw |, BEE
TR T[T @ G e g o )

(@) SFeqT STATE o I (Ao EEaoTaT TaH=ET F ST | $geor ug fiaaer
AT % &7 § FH1 FHFaT-

FH TET TYTATETT FT 979 ater

(1) T eheror yiaaeT:-

T[S ATEE ATEATHSE TTSLTEAT e & T [ter @t T e steheror forwmT g
S 1 1> .. T oA TTAT 9T T STheTT TTaaaa | sl STeheq T STl & dvaw § qTS9qTeAT
FTRT 1 TS TR T ATATHA LA & THTT eheT0T I 0l Aa[qad efd 55 T 7 &-
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(%) seheror ve fArderor gidaes safd........... L FRT GED

FH AT | G gt | FAffa/efafta frogoft

(FATe:- AT T {eheq o7 TR AT ST g a7 36 92T 1(31) AN A5l gl

TTT-aX
2. TAHT HETT:-
TSR TS AT TTBATAT o) Gk 1 1 S C: R T FT TAHTT A hETT,

S oo st s=eal H Ra g A qETa Ha=e /AT Afawrt (erar
T /FAE @T THeE gl R H e, T ATSITAT T\ ¥ foFram )

THAT FReA0T g ATTHAH ST T AT o AT T JTET ] T [ ATIHT F ATETC
[ERIRIE IS
[ERIREL] qT =
®) ®)

Disclaimer:- 9 /&0 U4 A7 Ifaaas 7 ITET97 TeT=r=Td 510 SUAsd Fars
TE TAATA TS ATHAG 3 AT T TRAT AT 1 ITH HEAT FIT SeheT07 il ITAH FLATS T
et ot =T /3T o Ul /AT 9 SUSed 7 gl sl *ITd | Sieheq o YTaead 9% g arel
TRt T woma gq A= Y=er T wEr ol e Saeart 98t gl
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3. SREITT -
qTSerTeT & Afe ot srafer H......... % FT FheA0T ok 9 Fawongar 3

eeveeeeneeneeeeeeeee @ naneeaaaans.) SATRT ITAT| SH STRETT Q[ 0T T T Haer®, RHT= Taer T57
@T I AT |, fO|eT -171009 F7 ¥@ifeha = /a5 ITHS o ATeAT | ST g SAeheq
STEAT=AT /&7 &ATF....... T T2re foham s |, FSrerehl STt | ITserTat g1er
YGIThRd A /A FTFE FEAT e 1501 R g Heer |, A= 9T 1T oi@r
T T, TOeeT-171009 1 IToa ¥ [T 137 9m

[ERIREL] T SThETIT [
R) R)
4. (%) fa<frwr Raf-
TBLATAT T TAfe ....o.... L A ae &t A fufa &1 @i e e TFr a g
et foreqa faraor afifors- # fegr = -
ERIRELCTEER ) ar TS T = EEsH)
R) R) R) ®) ®) ®)
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(@) 3% gTat &1 faae-
QUSTAT & 1o A=t F § @rar & i 31.03.20.... F1 A7 797 71 fomwor ffe

TRTL ¥ 9T:-

70 | [fgrwr | §Ewram |gErder | §waw | Qe aEr | saw
T qTH e
®) ®)
R)
(WEEREIEICACEELLS
&1 31.03.20... it 5% FaTa Favoft aRkfars - % sqam F= 9= & 8-
wH [EEER] TTfer
T

®)

1 | TrhE Ftea/fAde Rafa sqam swaaw

2 | d%F 9TH Rl ATHT AeqAqT

3 | Feae (1-2), AR FE R

4 | =¥ F FOT/dE wareaT feraeft

(1) FF FHETETT FAFTOr A T FA F FICT AFE Tal T 9% GTal & TrqAT H T oo ATE
T =<
(afe Foreft feurfa & o gwmeTe faeor qame a7 faa 21 e Fafa 7 )

5.  UHe T8l % 1@ @19 T 9% @ral & G919 F gareaq dyfeoqfort|
(7t =TE &)

Rule

Audit observation (Detailed Audit Para)

Audit Requisition
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Reply from the auditee

Action required/suggestion

6 (F) fAaer:-
TSLATAT T TRAAL -.... H Teqd AT & AqAE (&A1 ..., FT T, T Tt B

ffet & 9= grater ST # Maer & w2 o7 o g Ty Srar g & afagar & sueed =1
Trfort 1 qateator BT ST giatea BT s

6 (@) Trafy ST § Mt afert 7 3@ sfSia sars IR stsheror feeafort

(f= 7% ) |

6. (1) fAaer:-

(T HEATT GIRT Fls AT Tfey Farer 7 67 =i @)

HETTETed FIXT SIeheTTT STaTer | S Mt & &l |l 0ier qrater so7 # [Fataa 7=
EARIERAT
G(SW%W%H@%%WW%QT%#W%WﬁW@W

TSLATAT FILT STeheA T Srater [t = (et it Tqfer 7 o6l & a=rq @rdi § gf St47
TET T AT| T aTEqd T T &9 | Tad g4 ATA<h 14T 1 U G a7, oreesr
TRTA TTSATAT Tl SAFAITRAT Al AT, ATATE STHT H (Haer FohaT ST 7 ISt &l a=a @rar
T STUEAT SATer SATST a0l ST gIdt| 37d: AT (&aT Sar g o gy [fee & stfaf=s it v
qrater ST H At B S vl qroerar w1 Aaiwn SATST F ST I FT BIAT 6 HeAT0

= AT ST 99

AT
7. g X ... 1@ F At AfEt /gew i aget T 76T /A9 age it v /A |

JEAT HAT:-
(7fz =< g1, 3w Rafa #)

Rule/Govt. Order/Instructions

Audit observation (Detailed Audit Para)
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Audit Requisition

Reply from the auditee

Action required/suggestion

8. wm# ... wra At [feat /s &y afr i Qe o H AEifFa T
FAT/FH A@iha FAy/ e F AEifha FLT|
(=t =7E 21, 39 fRufa )

Rule/Govt. Order/Instructions

Audit observation (Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action required/suggestion

9. AT & ..... ar@ H Afer F[fey/ges i aga it 75 afyr i Svaawrd fiw § s7
T FHLAT/HH STHT FLaT/ A" § STHT FLETATI
(=t e g1, 359 Rt #)

Rule/Govt. Order/Instructions

Audit observation (Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action required/suggestion

10. At 8% ..... 1@ At fafss At i sfaafaa aget sEm
(afz =< g1, 3w Rafa #)

Rule/Govt. Order/Instructions

290




Audit observation (Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action required/suggestion

11.

(zfz =1 2, 39 Rafa )

AT q Fafega =T Aheor oty feoafort |

Rule/Govt. Order/Instructions

Audit observation (Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action required/suggestion

g

12. fafews fafea @ Raffa SR

(=t 7S 21, 39 fRufa )

AT FT AT =TT

Rule/Govt. Order/Instructions

Audit observation (Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action required/suggestion

13.  o&H Wi it eiafa & [{TR

(=t e g1, 5= Rt #)

TG FT ARIART AT
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Rule/Govt. Order/Instructions

Audit observation (Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action required/suggestion

(afz =7E 21, 3 fRufa )

Rule/Govt. Order/Instructions

Audit observation (Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action required/suggestion

15.  Sru=rierarst 1 qut fFg R ... 1@ &7 FT FET
(=fz g 21, 39 Rafy )

Rule/Govt. Order/Instructions

Audit observation (Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action required/suggestion

16. T AT AT .. ... AT Ft T AT TIAIT T GHTISA T FLATI
(=t 7S 21, 39 fRufa )
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Rule/Govt. Order/Instructions

Audit observation (Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action required/suggestion

17. =T § gafeaa T seror sy fecafort, oft i gil
(=fz #1< 21, 39 Rafa #)

Rule/Govt. Order/Instructions

Audit observation (Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action required/suggestion

RfEg feroaforrt
18. i afvmra/dRree 1 T@-T@ma 7 FAYHFAT § T5qq T ST
(=fz =< g1, 3w Rufy #)

Rule/Govt. Order/Instructions

Audit observation (Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action required/suggestion
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19. VST & TAT GATIA | FHLAT|
(=t 7% 21, 39 fRufa )

Rule/Govt. Order/Instructions

Audit observation (Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action required/suggestion

20. = fafay sisheror srafry/feoafort

(ST Uk TRl o STvaTa Senet o7 it /feeaforat sraifena = T T § &1 3= S9-
ofrdent & orEifera foram s )

Rule/Govt. Order/Instructions

Audit observation (Detailed Audit Para)

Audit Requisition

Reply from the auditee

Action required/suggestion

21. g sty e

22. A
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7.8 Guidelines for pre-audit of Universities, H.P. Board of
School Education, Marketing Board and Market Committees

1. RESIDENT AUDIT SCHEMES OF THE UNIVERSITIES/BOARD OF
SCHOOL EDUCATION/MARKETING BOARD/MARET COMMITTEES

The Resident Audit Schemes were introduced in the H.P. University Shimla,
Chaudhary Sarvan Kumar University of Agriculture at Palampur, Dr. Y.S. Parmar
University of Horticulture & Forestry, Nauni (Solan), H.P Board of School
Education, Dharamshala along with its Liaison Office at Shimla. Under this
system, all expenditure is pre-audited unless some modification in the system is
considered necessary by the Director-cum-Examiner, H.P. State Audit Department
keeping in view the merits of the case. These Resident Audit Schemes are subject
to pre-audit system from the dates shown against each and the officers shown their

against are responsible for the efficient working of audit branch in these schemes.

Sr.No. | Name of Resident Audit Date of Officer in charge of

Scheme introduction | Resident Audit
Scheme

1. H.P. University, Shimla-5 15.02.1982 Joint Controller

2. Chaudhary  Sarvan  Kumar | 15.06.1979 Joint Controller
University of Agriculture at
Palampur

3. Dr. Y.S. Parmar University of | 01.12.1985 Joint Controller
Horticulture & Forestry Nauni
(Solan)
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4, Sardar Patel University Mandi, | 19.12.2019 Deputy Controller
District Mandi.

5. Atal Medical & Research|19.12.2019 Deputy Controller
University Ner-Chowk, Mandi,
H.P.

6. Himachal Pradesh Technical | 19.12.2019 Deputy Controller
University Hamirpur.

7. HP  Board of School| 24.05.1971 Deputy Controller
Education, Dharamshala

Note 1.— The Resident Audit staff shall work under the direct control of
The Director-cum-Examiner, H.P. State Audit Department who may prescribe such
returns/reports as he deems fit for submission by the audit staff from time to time.
The work among the auditors under the schemes shall be distributed half yearly by
the In-charge under intimation to the Headquarter Office of the HP State Audit
Department and In-charge share of original work shall comprise of important items
leaving to him sufficient time for review and effective supervision. The audit
enfacements shall be signed by the In-charge of the scheme or the officer
authorized by him. During his absence on leave/tour, etc. the next senior most
officer/official will sign the audit enfacement.

Note 2:— Owverall charge of the H.P Board of School Education,
Dharamshala with Liaison Office at Shimla shall ultimately remain with Deputy
Controller, Resident Audit Scheme, H.P Board of School Education, Dharamshala
and the Section Officer posted in the Liaison office Scheme shall work under the
overall control of Deputy Controller, Resident Audit Scheme H.P Board of School

Education, Dharamshala.
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Note 3.— The level of Officer In-charge of Resident Audit Schemes is
subject to increase or decrease which will be determined by Director-cum-

Examiner, HP State Audit Department with approval of the competent authority.

Note 4.—Resident Auditors posted in the Resident Audit Schemes is
required to comment on the adequacy and effectiveness of the internal control
system of the organization and give an opinion whether the control arrangement
including those for economy, efficiency and effectiveness are adequate and
properly applied. The In-charge Resident Audit Scheme should also prepare before
the beginning of the year a long term strategy document supported by an annual

audit plan for post audit of the different departments of the organization.

(@) Resident Audit Schemes of Universities

The modern approach has raised the auditing standard by allowing a more
scientific approach in place of ticking. Auditor should know and be able to assess
intelligently the nature of business of the organizations, the people who run it and
the reasons for its success and failure. Salient points for improvement in system of

Resident Audit Schemes of the Universities are as under:

Grants

Auditor should see that all the Grants received from the State Government,
ICAR, UGC and from other agencies are duly brought to the account in the
University Fund and all the conditional grants are spent for the purpose for which
these were sanctioned and as per terms and conditions of the sanctioning
authorities. Any portion of the amount, which is not ultimately required for

expenditure, will be surrendered.
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Fleet of buses

Huge expenditure is incurred on plying of the university buses daily to bring
and drop the university employees and students from different locations on
concessional fare, which drains the meager resources of the Universities. Audit
should consider the following aspects in order to make aware the University
authorities with regard to increase in expenditure/losses on the university

exchequer :

(i) Total expenditure incurred on the purchase/maintenance of buses
including wear and tear.

(i) Total expenditure incurred on the establishment of mechanical
workshop including drivers, conductors etc.

(ili) The rates of fare and monthly concessional pass issued to the
employees/students.

(iv) The comparison of rates fixed by the university as compared to HRTC

fare fixed by the Govt. for the public at large.

Functioning of dairy farms
The two professional Universities maintain dairy farms. Substantial amount

Is incurred to meet their running/research cost. Audit should see that :

(i) Total expenditure incurred on the salary of the staff deployed in the
dairy wing.
(i) The expenditure incurred during the year on purchase of feed/grass etc.

for the animals.
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(iii) The expenditure incurred on purchase of milking machines, utensils and
maintenances charges thereof.

(iv) Total receipt/income during the year from the sale of milk and other by-
products.

(v) Whether any research work was completed and report submitted for the
benefit to be derived by the farmers or quantum of progress made if the

research work was in progress ?
Utilization of farms/nurseries

In order to make aware the University authorities as regards to increase in
revenue of the University exchequer by producing good quality of seeds,
mushroom technology, agro forestry nursery, improvement of fruit varieties, the

audit should comment on the following issues.

(i) How much land is available for farming/to produce agro forestry
nurseries?

(i) How many plants of fruits are under jurisdiction of the University ?

(ili) How much expenditure was incurred on the sowing of crops for seed ?

(iv) The total expenditure incurred on the staff/daily paid worker for
farming.

(v) How much income was realized from the sale of crop?

(vi) Specific weakness/failures for achievement of desired results by the

University.

Extension education
In order to ascertain achievement of the research work done in the
Directorate of Extension Education of the University, which is

extended/disseminated to the farming community and public at large for
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improving the quality of crops, fruits, seeds, agricultural implements etc., the

audit should comment upon the following issues:

(i)

(if)

(iii)

(iv)

(V)

Total expenditure incurred on the establishment of the staff posted in
the Directorate of Extension Education.

How many variety of seeds developed by the research wing were
disseminated to the farmers?

How many seminars, trainings and farmer fairs were organized in the
financial year along with expenditure incurred there on?

How many farmers were imparted training for improvement in
agriculture/horticulture farming?

What types of benefits for improvement in the agriculture
farming/horticulture farming, agro forestry nurseries etc. were derived
and how many farmers were benefited by the training imparted and the
latest techniques/research disseminated to the farming community
against the expenditure incurred on the Directorate of Extension

Education?

Research Projects

To perform the efficiency audit in the research projects which are funded by

the UGC,

expenditure incurred on any specified sub- head included in the project, the audit

ICAR, other agencies etc., apart from pointing out the excess

should comment upon following aspects:

(i) The amount sanctioned by the funding agency for a particular

project/scheme/research work.

(i) The head-wise expenditure sanctioned and incurred by the University.

(i) What was the object of the research work?
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(iv) How much time frame was fixed for the completion of project/research
work?

(v) Whether the research work was completed in a set time frame, if not
what were the reasons for delay?

(vi) If the research work was completed, whether the project/research report
was submitted to the authorities?

(vii) What were the failures and achievements of the project completed?
Whether the research work completed was disseminated to the farmers

and public at large?

Adjustment of Advances

In Resident Audit Schemes of Universities, the auditor should ensure to take

the following steps:

(i) Advances may not be admitted in audit in a routine manner. Only such
advance, which is required for emergent cases and for the smooth
functioning of the research work of Projects or for other important
reasons, for which the working of the University activities may not be
hampered, should be admitted in audit.

(i) Sincere efforts should be made to impress upon the University
authorities for submission of accounts of unadjusted advances to the
audit without delay.

(ili) As soon as the adjustment accounts are put up by the University
authorities to the audit, the same may be adjusted/attended promptly.

(iv) Vigorous efforts be made to clear all the adjustment accounts of
advances within a week of the receipt in the Audit Branch.

(v) Ordinarily no second advance be admitted in audit unless previous

advance is got adjusted by the Officer/Officials concerned.
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Construction Wing

Apart from guidelines contained in Suggestive Check List for Audit of Work
Bills, the following general principles may also be kept in view while conducting

the audit of works expenditure:

(i) Necessary funds should have been provided for incurring the work
expenditure.

(if) Standard forms of contract should have been adopted specifying therein
the terms and conditions with the contractor.

(iii) Provisions should have been made in the contract agreement for
safeguarding the property of the University entrusted to the contractor.

(iv) Measurement of wok done should have been taken and recorded in the
Measurement Book.

(v) Payment made should be in accordance with rates and other terms and

conditions laid down in the agreement.

Note-1:

The time schedule prescribed in the Act/Statute/Govt. instructions for
vetting of annual accounts and drafting/submission of annual audit report

must be strictly adhered to by the In-charge Resident Audit Schemes.

Note- 2:—An epitome of the year’s results of audit bringing out all important
irregularities, outstanding audit paras, state of accounts and the finances,
Synopsis of important findings along with financial analysis report should
be submitted to the Director-cum Examiner, H.P. State Audit Department

as per time schedule fixed for the same.
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Note- 3:— All audit requisitions and objections, which are incorporated in the
Annual audit Report should be withdrawn and the points, should be perused

through the Annual Report.

Note- 4:— Annotated copy of the Annual Report received in the Headquarter
Office is sent to the in charge of the Resident Audit Scheme for scrutiny and
making further comments in light of the action taken. The tendency on the
part of the officer-in-charge of Resident Audit Scheme not to pursue the
objections contained in the previous Annual Audit Reports till the report for
the next year is due, should be avoided. He should understand that this
tendency is viewed with serious displeasure and in case the list of old
objections is heavy, it will be presumed that he is not pulling his weight with
the administration and the Director-cum-Examiner, HP State Audit

Department will make a note to this effect in his confidential report.

Note- 5:— Government instructions issued on various matters from time to time
shall be applicable mutatis-mutandis in the Universities unless specific

provisions exist in the Act, Statute/Ordinance and Accounts Manual.

Note- 6:— In case the provisions contained in the Act, Statute/Ordinance to
override the Fundamental Rules, Pension Rules, Leave Rules etc. and are
inconsistent with these Rules, the matter be referred by the In-charge of the
Resident Audit Schemes to the Director-cum Examiner, H.P. State Audit
Department for clarification and the same will be disposed off by the
Director-cum-Examiner, HP State Audit Department and/or Additional

Director HP State Audit Department, as the case may be.
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2. Resident Audit Schemes of H.P. Board of School Education

Dharamshala and its Liaison Office if any :

The salient points/the special checks to be exercised for conducting the audit
of H.P. Board of school Education and its Liaison Office (if any) are laid down in

the following paragraphs:

Control

The staff of the Resident Audit Scheme works under the overall control of
the Deputy Controller, who is assisted by the Section Officers and Junior Auditors.
The scheme works under the overall control of Director-cum- Examiner, H.P. State

Audit Department.

Powers and functions of the authorities of Board

Powers and functions of various authorities of the Board are laid down in
Section 10 of H.P. Board of School Education, Act, 1968, which may be referred

to carefully in day-to-day work of its accounts.

Budget

Resident audit staff shall see that the budgetary provisions are recorded in
the classified Abstract Register as soon as the Board accords the approval. Excess
expenditure over the sanctioned provisions may not ordinarily be admitted till the

re-appropriation of funds is made with sanction of the competent authority.

Income

Main source of income of the Board is the examination fee and income

derived from the sale of textbooks to the registered booksellers besides misc.
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receipts. While conducting the audit of income, the auditors should mainly observe

the general principles of audit of receipts, but should also see that :

(i)

(if)

(iii)
(iv)

(vi)
(vii)

Receipt Books, which are got printed by the Board, are duly entered
and accounted for in the stock register of the receipt books.

Receipt Books issued to the staff are duly entered in the stock registers
of receipt books.

A receipt is duly issued for the entire amount received.

All receipts are duly accounted for in the income register/cashbook.

All the postal orders and bank drafts etc. received are duly entered in
the relevant register. It should also be seen that total amount received
by way of postal orders and bank drafts etc. is accounted for in the
cashbook.

Amount received is duly credited in the bank.

All the postal orders and bank drafts etc. received are sent to bank for

collection and credited by the bank.

Expenditure

Subject to provisions of the Act, and regulations made there under, Board’s

Fund may be applied only for the payment of charges and expenses connected with

or incidental to functions of the Board.

All the bills shall be checked and certified to be correct by the officer(s) to

whom this duty is assigned by the Chairman and signed by the Secretary or any

other officer nominated by the Chairman for this purpose. Payment shall ordinarily

be made by cheques signed by the Secretary or any other officer nominated by the

Chairman for this purpose. Payment vouchers are recorded in the Expenditure
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Register and the total carried over to the General Cash Book. The balance in the
General Cash Book should be reconciled with the balance in the pass book/bank
statement and the reconciliation statement explaining therein difference, if any is
prepared at the end of each month and should be checked by the auditors very

carefully.

Examination centres

The bills of Superintendents of examination centres should be checked to see
that:—
(i) All the vouchers are properly attested by the Superintendents of the
examination centers.
(i) Payment is in accordance with the rules prescribed in the book of
instructions to the Superintendents of examination centers.
(iii) Stationery and blank answer Books issued to the Superintendents are
checked with the register maintained by the Conduct Branch.
(iv) Advance given to the Centre Superintendent/Coordinators at the
commencement of the examination has been adjusted.
(v) The amount of the bill of Superintendents/Supervisory Staff of each
examination center is traced in the Bill Register of the Accounts
Branch.
Remuneration
(i) Remuneration to invigilators should be checked to see that they are paid
in accordance with the rules prescribed in the book of instructions to the
Superintendents, who affix his signature in token of correctness of the
amount claimed.
(i) The remuneration to the Examiners is paid in accordance with the

scales approved by the Board from time to time.
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(iii) The number of copies examined by each Examiner and sub-Examiner

should tally with that of the list supplied by the Secrecy Branch.
Contingent bills of Examiners

Contingent bills of the examiners should be checked to ensure that they are
not paid at the rates in excess of the scales prescribed in the regulations framed by
the Board.

Scrutinizer’s bills

Scrutinizer’s bills should be checked to see that :

(i) The bills are signed by the Deputy Secretary (Examination) or any
responsible officer authorized in this behalf.

(i) Accuracy of deduction of account of mistakes committed by the
Scrutinizers is checked in accordance with footnote given on the

prescribed Performa of the bill.

Refunds

Every refund bill should be checked to see that the claim is admissible, the
original credit entry exists in the income register and note of refund is recorded

against this entry.
Publication and Sale of Books

The books are published by the Board and sold to the registered book sellers
through Sale Book Depots of H.P Board of School Education in various parts of
the State. The audit of accounts of Sale Book Depots is conducted by the staff
deputed by the Deputy Controller (Audit) of the Resident Audit Scheme. The

guantum of check to be applied in respect of Sale Book Depots is as under, which
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Is determined and approved by the Director-cum-Examiner HP State Audit

Department and is subject to change from time to time:—

(i) Detailed checking of two selected month’s accounts in a half year.

(if) Detailed audit of receipt books received from the printing press or from
other sources for tracing them in the stock register.

(iii) Detailed audit of drafts received and their entries in the register of
drafts together with their subsequent encashment and credit to the
Board Fund.

(iv) The accounts of sale daybook for the selected months.

(v) Detailed audit of inter depot Transfers.

(vi) Detailed audit of stock of books written off.

(vii) Detailed review of monthly report indicating the stock position of each
book at the end of the month sent by every depot to the Head Office of
the Board and checking the correctness of these reports.

(viii) Detailed audit of stock balances as per the stock registers of various

books.

Note 1:— The time schedule prescribed in the Act/Government instructions for
vetting of annual accounts and drafting/submission of annual audit report

must be strictly adhered to by the In-charge Resident Audit Scheme.

Note 2.— An epitome of the year’s results of audit bringing out all important
irregularities, outstanding audit paras, state of accounts and the finances,
synopsis of important findings along with financial analysis report should be
submitted to the Director-cum-Examiner H.P. State Audit Department as per

the time schedule fixed for the same.
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Note 3:— All audit requisitions and objections, which are incorporated in the
Annual audit Report, should be withdrawn and the points should be perused

through the Annual Report.

Note 4.— Annotated copy of the Annual Report received in the Headquarters
Office is sent to the In-charge of the Resident Audit Scheme for scrutiny and
making further comments in light of the action taken. The tendency on the
part of officer-in-charge of the Resident Audit scheme not to pursue the
objections contained in the previous Annual Audit Reports till the report for
the next year is due should be avoided. He should understand that this
tendency is viewed with serious displeasure and in case the list of old
objections is heavy, it will be presumed that he is not pulling his weight with
the administration and the Director-cum-Examiner, HP State Audit

Department will make a note to this effect in his confidential report.

Note-5:— Government instructions issued on various matters from time to time
shall be applicable mutatis-mutandis in the H.P. Board of School Education

unless specific provisions exist in the Act and bye-laws framed, if any.

Note-6:

override the Fundamental Rules, Pension Rules, Leave Rules etc. and are

In case the provisions contained in the Act and bye—laws framed, if any,

inconsistent with these Rules, the matter be referred by the In-charge of the
Resident Audit Scheme to the Director-cum-Examiner, H.P. State Audit
Department for clarification and the same will be disposed off by the
Director-cum-Examiner, H.P. State Audit Department and/or Additional

Director HP State Audit Department, as the case may be.
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3 H.P. MARKETING BOARD/MARKET COMMITTEES

The Resident Audit Schemes were introduced in H.P Marketing Board and
in five major Market Committees from the dates shown against each. Under this
system, all expenditure is pre audited unless some modification in the system is
considered necessary by the Director-cum-Examiner, H.P. State Audit Department
keeping in view the merits of the case. Officers shown against each Resident Audit

Scheme are responsible for the efficient working of the Audit Branch in these

schemes.
SI. |Name of Resident Audit| Date of | Officer-in-charge of
No. | Scheme introduction | the Resident Audit
Scheme
1. |H.P. MARKETING BOARD, |09.08.2004 Assistant  Controller
Khalini, Shimla. & Section Officer

2. | Market Committee, Shimla and | 24.01.2000 Section Officer

Kinnaur at Dhalli.

3. | Market Committee, Solan. 11.08.2004 Section Officer
4. | Market Committee, Mandi at| 09.08.2004 Section Officer
Kangni, Mandi

5. | Market Committee, Kullu & |19.01.2005 Section Officer
Lahaul Spiti at Kullu.

The Resident Audit Staff shall work under the direct control of The
Director-cum-Examiner, HP State Audit Department, who may prescribe such
returns /reports as he deems fit, for submission by the audit staff from time to time.
The work amongst the auditors under the schemes shall be distributed half yearly

by the In-charge under intimation to the Headquarter Office of the HP State Audit
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Department and In-charge share of original work shall comprise of important items
leaving to him sufficient time for review and effective supervision. The audit
enfacements shall be signed by the In-charge of the scheme or the officer
authorized by him. During his absence on leave/tour etc., the next senior most

officer/official will sign the audit enfacement.

Apart from above, the audit of market Committees Una, Bilaspur, Paonta
Sahib, Chamba, Kangra and Hamirpur is conducted on post audit basis by the

circle audit parties.

In addition to applying the usual audit checks, it shall be the duty of the In-
charge Resident Audit Schemes/Incharge circle audit party to conduct higher audit
of all the payments vouchers against standards of financial propriety. At the same
time special instructions as may be issued by the Director-cum-Examiner, H.P.
State Audit Department and instructions issued by the Government from time to
time may be adhered to by the audit. The audit of Marketing Board/Committees is
subject to the following essential audit checks.

(i)  That the funds have been utilized only on the purposes authorized by
the Act or Rules.

(i)  That the funds made available for the expenditure have been provided
for in the manner specified in the Act or Rules.

(i)  That the funds earmarked for specific purposes have been utilized for
the same purpose alone.

(iv) That the sanction either general or special of the authority competent to
sanction the expenditure has been obtained.

(v)  That investment made during the year has duly been recorded in the
investment register.

(vi) That accounts are maintained in the prescribed form.
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(vii) That expenditure incurred is within the budgetary provision.

(vii) That grant received from the Govt. is duly accounted for in the accounts

and utilized as per terms and conditions of the sanctioning authority.

Advances

Auditor should comment upon advances given to the official/firms etc.,

account rendered, adjustment made thereon as per Proforma given below.

Name of | Amount of | Purpose  of | Amount of | Closing | Remarks

official/firm | advance advance given | adjustment | Balance
rendered

1 2 3 4 5 6

Construction work of Market Yard/Sub Market Yard

While conducting the audit of construction work of the Market Yard of the

Market Committee, apart from pointing out the procedural lapses, the following

points may also be kept in view by the audit in order to evaluate the construction of

Market yard for the benefit of farmers, fruit growers etc.:

(i)  Funds allotted for the construction of principal market yard/sub market

yard.

(i)  Selection of sites for the construction of principal market yard/sub

market yard.

(iii)  Whether work is carried out departmentally or otherwise?

(iv)  Whether norms of PWD are followed or not?

(v) Estimated expenditure and actual

construction.

expenditure

incurred for the

(vi)  Whether work has been completed within the prescribed period?
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(vii) Whether market yard/sub yard became functional? If not, reason for not
its becoming functional.
(viit) Construction of Godowns.

(ix) Deposit Works Register.

Construction of shop and rent thereof
While conducting the audit of construction work of shops and realization of
rent, the following points may also be kept in view by the audit in order to evaluate
the construction of shops and rent received from the shops:
(i)  Funds allotted for the construction of shops.
(i) Number of shops constructed during the year.
(iii)  Number of shops rented out during the year.
(iv)  Whether rent of shops has been fixed on market rates or fixed by the
Committee?
(v)  Whether agreement was executed with the shopkeeper and renewed
after its expiry date?
(vi) Assessment of rent of shops.
(vii) Whether rent was hiked/increased periodically in accordance with the
Govt. instructions?

(viii) Arrears of shop rent as on as per Proforma given below:-
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Name of | Opening | Demand for Total Rent | Outstanding
allottee | balance the year realized | balance at
the end of
financial
year
1 2 3 4 5 6
Roads

While checking the utilization of funds spent on the construction of roads

apart from the usual checking of record entries, arithmetical calculations, extension

of time, rates paid as per agreement etc. auditor should also analyze the work from

the point of view of general benefit extended to the agriculturists/fruit growers and

the public at large. The auditor should kept in view the following points and

comment upon the failure and/or success of the work extended for the benefit of

vegetable/fruit growers:

(i)

(i1)
(iii)
(iv)

(V)
(vi)
(vii)

Funds allotted for the construction of roads.

Selection of area where roads are proposed to be constructed.

Whether proposed road is in the agricultural grower areas?

Population of agricultural producers in the area, which are likely to be
benefited.

Expenditure incurred on the construction of roads.

Whether roads have been constructed within stipulated period?

Whether work carried out departmentally or otherwise?
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Licenses

The auditor should check Register of Licenses to see :

(i)

(i)
(iii)

(iv)

(V)

That the licenses issued are invariably entered in the requisite Form and
the same should be traced in this register.

That a receipt is issued to the licensee for realization of the license fee.
That the register is reviewed and action is taken to get the license
renewed or cancelled after the expiry of the period of license.

That the licenses are granted by the Secretary of the Committee or any
other officer authorized by him in writing.

That in case of default, action is taken against the person committing

any breach of conditions of the license.

Levy and Collection of Market Fee

The levy and collection of market fees by the Market Committees should be

examined on the following lines :—

()
(ii)
(iii)
(iv)
(V)
(vi)

(vii)

That the market fee has been levied under the authority of the
Government.

That notification regarding the levy of market fee has been duly
published in the manner prescribed in the Act or rules or regulations.
That the market fee is levied at the approved rates.

That the record of market fee due and received is duly maintained.

That printed receipts have been issued in all cases of collections.

That market fee due has been properly realized and has not been
allowed to become time-barred.

That collection have been entered in the demand and collection register

and accounted for in the cashbook.
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(viit) That income of sub-yards is collected at suitable intervals to be fixed by
the Market Committee keeping in view the safety of the amount
realized and to obviate the risk of misappropriation and loss to the
Market Committee fund.

(ixX) That the prescribed number of accounts of dealers is checked by the
Secretary and Market Supervisors and effective action is taken for
recovery of market fee, if any evaded.

(x) That no item of agriculture produce included in the list of H.P.
Agricultural and Horticultural Produce Marketing Act, which is brought

or sold by licensees, is left without realization of market fee.

Note.—Auditor should comment upon loan given to the fruit and vegetable

growers and Market Committees as per the Proforma given below:

Name of | Purpose of | Date | Amount | Interest | Refund | Balance

agriculturist | loan & of loan | chargeable | of loan
amount
sanctioned
1 2 3 4 5 6 7
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Market Committees

Name of | Date | Amount | Refund | Balance | Remarks/ particulars of

Market of of loan | of loan sanction of loan viz
Committee | loan received Resolution No., Sanction
given letter No. etc.
1 2 3 4 5 6

Note.— Requisition for supply of information should be issued in the beginning of

post audit of the accounts of Market Committees as per the Performa given below:
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(This is an illustrative format of Audit & Inspection Note on the

accounts of various Resident Audit Schemes)
(Annexure-C)
(For Draft Annual Audit Report of Universities, H.P. Board of School

Education, Marketing Board and Market Committees)

Preface: (a) Brief details of report to be prepared under the rules of relevant Act

and its presentation to the authority concerned

(b) Particulars of Statutory Officers serving in the institution along

with their time period.

Overview: A synopsis of the important findings contained in the report is

presented in this overview.

Chapter I: (a) Introduction
(b) Financial position of the institution along with reconciliation.
(c) Financial position of Provident Fund Accounts along with

reconciliation.

Chapter I1: This Chapter shall comprise audit observations detected during each
audit (audit observation of various departments may be indicated in

seriatim observations)

Chapter I11: Audit observations of the works department may be indicated

including works store stock accounts, expenditure.
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Chapter IV: Position of old observations (Latest position of old audit

observations)

Above 15 Years

SI. No | Period of audit Para no. Present position
with brief detail.

Above 10 Years

SI. No | Period of audit Para no. Present position
with brief detail.

Above 5 Years

Sl Period of audit Para no. Present position
No with brief detail.

Below 5 Years

SI. No | Period of audit Para no. Present position
with brief detail.

Chapter V :This shall contain department-wise details of record not submitted i.e.

Non-submission for audit of record(s).

Chapter VI: It shall contain Appendices referred to in the various audit

observations.
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(Note:- Audit Requisitions shall be issued by the In-charge,
Resident Audit Schemes as per requirement of the audit)

Annexure-“B”
Audit Requisition No........ccccceeee.... Dated..................

Subject — Supply of information for conducting the audit of Marketing Board
/ Committees for the period from............. £0.eeeeennnes

Please keep ready/provide the following information relating to accounts of
your office in the prescribed Proforma:

1. Financial position of the Marketing Board/Committee relating to period of
the audit.

2. Investment made during the year with complete information of investment
made up on the following format with Bank certificate:—

Sr. No. | Name of bank Date of Amount kept in Period
investment fixed deposit
1 2 3 4 5
Rate of Interest. Date of maturity Maturity of FD Remarks
6 7 8 9

3. Budget (Receipt & Expenditure):- Estimated and actual receipt and
expenditure for the year................

Receipt Expenditure

Head | Estimated | Actual | Remarks | Head |Estimated | Actual | Remarks
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4. (1) Loan taken from other institutions:

Sr. Date Loan taken Amount of Rate of
No from loan interest
1 2 3 4 5
Interest payable | Refund of loan Balance Remarks
6 7 8 9
4. (ii) Loan given to producers of market area as on....................
Sr. | Name of the producer | Sanctionand | Amount of Date
No Date loan given
1 2 3 4 5
Rate of Interest Total Refund of | Balance Remarks
interest chargeable amount loan recoverable
Col. No.
4+7
6 7 8 9 10 11
4. (iii) Loan given to other Market Committee/institutions as on------------- :
Sr. No | Name of Market Sanction no. Amount of Loan paid on
Committee and date loan given
1 2 3 4 5
Rate of Interest Total Refund of | Balance Remarks
interest chargeable amount loan recoverable
Col. 4+7
6 7 8 9 10 11
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5. Grant-in-Aid : Grant-in-Aid received from the Govt.

Sr. No Sanction no. and | Purpose Amount taken | Amount
date in the Cash received
Book on date
1 2 3 4 5
Grant utilized Balance Remarks (UC) sent vide letter
no. and date
6 7 8
6. (i) Advance: Advance given to the staff:
Sr. | Name of the | Purpose for which | Amount Adjusted (Account
No. employee advance given of rendered for
advance adjustment)
1 2 3 4 5
Balance Remarks
6 7

6. (if) Advance: Advance given to the staff viz. Marketing Board/PWD etc. as

deposit work:

Sr. No | Advance given to Purpose Amount of Particulars of
(Name of advance remittance
Institution) made

1 2 3 5
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Adjusted Amount

Balance

Remarks

6

7

8

6. (iif) LTC advance: LTC advance given to staff as on :

Sr. No. Name of the Amount given Amount Balance/
employee adjusted Remarks
1 2 3 4 5
7. (i) Rent of Shops: Detail of rent outstanding as on;
Sr. No Name of allottee Shop no. Location Demand for
the year
1 2 3 4 5
Rent received Rent Remarks
out- standing
6 7 8
7. (i1) Vacancy of shops : Vacancy of shops as on:
Sr. Shop | Constructed | Rentof | Givenon | Vacant Reasons for
No. no in shops | rentw.e.f. w.e.f. vacancy with
action taken
1 2 3 4 5 6 7
7. (i) Lease premium and penal interest :
Sr.No | Property Lease Lease Balance | Penal Remarks
given on | premium | premium interest
lease due received chargeable
1 2 3 4 5 6 7

8. Detail of licenses not renewed during the period:
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Sr. No Name of licensee Particulars Remarks
1 2 3 4
9. Assets acquired during the year:
Permanent assets acquired during the year including vehicle.
SI. No Asset acquired | Volume of Asset Date when Remarks
acquired
1 2 3 4 5

10. Market fee: Detail of Market Fee recoverable from the Traders:

Sr. | Name | Market | Amount Fee Market fee | Remarks/Late
No. of Fee due of deposited by short Deposit)
trader | forthe | Market | the trader on | deposited, if
period | Fee due date any
1 2 3 4 5 6 7
11. Physical verification :
Results of physical verification:
Sr. No Acrticles Stock Quantity as Volume of
Register with per stock article
page no. Register
1 2 3 4 5
Physically article Article short in Volume of article Remarks
in stock stock
6 7 8 9
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12. Deposit work: Detail of amount deposited by the Market Committee with
the Marketing Board:

Sr. No Name of Market Purpose of Taken into Amount
Committee deposit cash book on received
dated
1 2 3 4 5
Utilized Balance Remarks UC Sent on to Market
Committee
6 7 8

13. Establishment:

(i)  Staffing position

Sr. No. Category No. of sanctioned Filled up Vacant
posts posts
1 2 3 4 5

(i)  Employee on contract/D.P.B

Sr. No Name of the employee Contract/D/W W.ef.

1 2 3 4

14. Write off of losses;

Details of write off during the period

Sr. No Particulars of item | Sr. No. & page | Book value Reasons for
no writing off

1 2 3 4 5

325




Mode of disposal Amount received Remarks

6 7 8

Note:— These are broad guidelines/information; any other information/
record in addition to above which is required by the field audit parties on the spot

may be obtained from the institutions.

Other miscelleneous institutitons:-

The Himachal Pradesh State Audit Department also conducts the audit of various
institutions viz. Agricultural Produce Marketing Committees, District Sainik
Welfare Funds, Chief Minister Relief Fund, District Relief Funds, Fair and
Festivals, Indira Gandhi Sports Complex, HP Secretariat Canteen, HIMCOPs,
Language, Arts and Culture etc. The audit of these institutions should be done as
per the departmental orders/instructions/Acts/rules and as per the general guiding

principles of audit as mentioned in this chapter.

7.9 GENERAL PRINCIPLES
While conducting the audit of the institutions, the following guiding

principles may be kept in view by the Auditors. Before commencement of the audit
of any organization, the Auditor firstly should be fully conversant with the

objectives of the organization :

(i) Long term policy, programmes and planning.

(i) Organizational structure.
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(ili) Main plans, programmes and schemes undertaken during the period

covered under the audit.

(iv) Fee structure and tariff of the institution, whether approved by the Govt.

or under the authority of the Govt. enacted under the law.

(v) The amount of surplus funds accumulated in the institution and its

application.

(vi) The Auditor must ensure that budget estimates have been prepared and
approved by the institution during the period covered under the audit.
(Except educational institutions and other institutions such as ITI’s,
Polytechnics, Zila Sainik Welfare Offices, Relief Funds etc.) Comments
on the excess expenditure incurred over and above the budget may be

offered in the audit report.

(vii) The Auditor should study the Act, Ordinances, Statutes, Rules, policy,
guidelines framed, if any, and Govt. instructions followed/adopted by
the institution for regulating its income and expenditure and other allied
matters.

The Auditor must ensure that the expenditure conforms to the relevant

provisions of the Act, Ordinance, Statutes, Rules and Regulations framed and
standing orders issued there under and Govt. instructions/ orders

applicable/followed against which the audit is conducted.
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It may be ensured that grants-in-aid received by an institution are
spent/utilized for the purpose for which these were sanctioned and within the

stipulated period.

The Auditor must comment upon the revenue received over three years
(Head-wise) in the audit report along with the reasons of growth or decline in the

resources as the case may be.

The Auditor must impress upon and suggest measures to the institution to
explore possibilities of augmenting the resources for generating more income and

less dependence on Govt. grants/money.

The function of the Auditor is not only to point out the irregularities noticed
during the audit but he must bring to light improper expenditure or wasteful
expenditure of public money or store which, in his judgment, appears not to be in
order, although no obvious irregularity has occurred/noticed during the audit. In
brief, the interest of the institution should not be sacrificed in favour of
individual(s). The aim of the organization should be to achieve target for the
masses i.e. maximum good for maximum people consistent with the Directive

Principles of the State Policy contained in the Constitution of India.

The Auditor must ensure scrutiny of SOE-wise expenditure incurred during

the year under the audit (as per attached Proforma wherever applicable).
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Expenditure Statement Head/SOE wise

SI.No Description of SOE Year | Sanctioned | Expenditure

Budget incurred

1 (a) Salaries

(b) Allowances& Honorarium

2 Wages

3 Travel Expenses

4 Office  Expenditure/Contingent

expenditure

Medical Reimbursement

Advertisement & Publicity

Rent, Rates & Taxes

5
6
7 Hospitability expenses
8
9

Motor Vehicles

10 Works:
(@) Original works
(b) Repairs

11 Provident Fund contributions

(Employer’s share)

Suggestive Check List for Audit of Pay Bills

(i) Whether there is sanction of the competent authority for all the posts?
(i) Whether there is sanction of the competent authority for newly

created/upgraded posts during the year?
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(ili) Whether character and antecedents certificates of newly appointed
employees have been got verified from the competent authority?

(iv) Whether medical certificates have been duly furnished on the first
appointment?

(v) Whether scales of pay and pay drawn by each incumbent are correct?

(vi) Whether leave is sanctioned by the competent authority and granted in
accordance with rules in force and leave account register and entries in
the service books are correctly maintained?

(vii) Whether allowances are drawn in accordance with orders of
Government?

(viii) Whether increment certificate is attached and due date of increment
and pay after increase are correct and the Annual increment register
with service books are correctly maintained?

(ix) Whether there is sanction of competent authority for drawl of special
pay/allowance?

(x) Whether investigation sanction for payment of time barred arrear claim
has been obtained?

(xi) Whether rents due on allotted Government accommodation has been
deducted?

(xii) Whether any post, position and assignment created by the Universities
have been approved by the State Government?

(xiit) Whether pay drawn in respect of staff employed on fixed pay during
the year is correct?

(xiv) Whether all pay fixation cases and pension cases of the employees are

scrutinized?
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(xv) Whether or not percentage of total expenditure incurred on the
establishment of the staff against the total income of the institution are

extravagant?

Suggestive Check List for Audit of Travelling Allowance bills

(i) Whether T.A. bill is preferred within a year from the date of journey?

(i) Whether rates of D.A., mileage, rail or bus fares are correct?

(iti) Whether bill is countersigned by the competent authority?

(iv) Whether the required certificates are furnished by the claimant?

(v) Whether transfer is in public interest or at request in the case of scrutiny
of transfer travel allowance bill?

(vi) Whether TA check register has been maintained?

(vii) Whether there is budget provision for Traveling Allowance head?

Suggestive Check List for audit of Medical Reimbursement Bills

(i) Whether bill is preferred within three months from the date of
completion of treatment?

(i) Whether the charges of only admissible medicines/tests are reimbursed
to the claimant?

(iii) Whether the cash memos of medicines/tests and essentiality certificate
are verified/countersigned by the Medical Officer?

(iv) Whether the medical bills in case of indoor patients are countersigned
by the Medical Superintendent?

(v) Whether the permission of the Director Health Services of the State has

been obtained for treatment outside the State?
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(vi) Whether medical reimbursements are allowed to either husband or wife
in case both spouses are employed and requisite certificate to this effect
has been obtained from the DDO of the respective organization where
other spouse is serving?

(vii) Whether medical reimbursement check register has been maintained?

(viii) Whether medical bills are signed by DDO and countersigned by the
controlling officer of the claimant?

(ix) Whether  medical  reimbursement is allowed only for
recognized/emplanelled hospitals where treatment is not taken from
Govt. hospital or necessary permission of competent authority is
obtained in case treatment is taken in emergent cases from private non-
empanelled hospitals as per the rules/instructions?

(X) Whether there is budget provision for Medical Reimbursement head?

Suggestive Check List for Audit of Contingent Bills

(i) Whether expenditure is authorized?

(i) Whether there is sanction of competent authority and whether it is
within the prescribed limit?

(ili) Whether quotations or tenders are called for after due publicity of the
tender notice?

(iv) Whether earnest money is paid by the tenderers?

(v) Whether the lowest tender is accepted by the competent authority and if
not whether reasons for not accepting lowest tender are recorded and
sanction of next higher authority as required under rules is obtained?

(vi) Whether sub-vouchers are enclosed and are duly cancelled?

(vii) Whether necessary agreement is carried out?
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(viii) Whether stock entry is recorded duly mentioning the page number of
stock register?

(ixX) Whether telephone, electricity and other office expenses register are
correctly maintained?

(X) Whether the Log Books/ Repair and maintenance /Unserviceable Parts
registers of the vehicles are correctly maintained?

(xi) Whether the Property Register of the organization is maintained?

(xii) Whether there is budget provision for Office Expenses head?

Suggestive Check List for Audit of Work Bills

(i)  Whether the expenditure on the work is permissible?

(i)  Whether the estimate is prepared and duly sanctioned administratively
and technically?

(ili) Whether estimate is prepared with reference to current schedule of
rates and whether the competent authority sanctions deviations, if any?

(iv) Whether the site on which the work is proposed to be executed belongs
to the client organization?

(v) Whether vide publicity is given to the tender notice as required under
rules?

(vi) Whether prescribed earnest money is deposited by the tenderer?

(vii) Whether comparative statement is prepared correctly?

(viii) Whether the lowest tender is accepted by the competent authority and
if not whether reasons for not accepting the lowest tender are recorded
and sanction of next higher authority as required under rules is
obtained?

(ix) Whether necessary agreement has been enacted and executed?

(X) Whether measurements are recorded by the competent authority?
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(xi) Whether test checks of measurements are carried out by the higher

authorities as required under rules?

(xii) Whether pre-measurements are recorded of cutting/clearance work and

steel used for R.C.C.?

(xiii) Whether amount due to contractor is correctly arrived at with reference

to the agreed rates and quantities as per recorded and checked

measurements?

(xiv) Whether cost of material supplied departmentally, if any is recovered

(xv)

(xvi)

(xvii)

in the bill?

Whether material used in the work is as per requirement as per
consumption factor data?

Whether material, if any, supplied to contractor in excess of
requirements have been returned by the contractor and entered in the
stock register/bin card.

Whether double charges are recovered in respect of unused materials

not returned by the contractor?

(xviii) Whether dues if any towards supply of necessary services to the

(xix)

(xx)

(xxi)

(xxii)

contractor by the department for carrying out work is recovered?
Whether N.M.Rs. are correctly prepared duly notifying certificates of
payment and alternative certificates are furnished by competent
authority?

In the case of departmental execution whether materials purchased are
properly accounted for and unused taken to stock register?

Whether expenditure incurred is within the estimate?

Whether sufficient security as per rates approved by the Government

have been taken from the contractor for due fulfillment of contract?
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(xxiii) Whether the measurement of work done have been accepted by the
contractor?

(xxiv) Whether the quantity and value of work done since previous running
bill have been correctly shown?

(xxv) Whether signatures of the contractor as noted in his receipt on the foot
of ‘Memorandum of payment made’ tally with that appearing at the
foot of the bill?

(xxvi) Whether revised estimates or completion report is prepared and
approved by competent authority?

(xxvii) Whether buildings are entered in the register of immovable property?

Appointments
It must be verified that the appointments, creations, up gradations,

promotions etc. are made with approval of the competent authority.

Audit of Accounts of Store and Stock - Key areas of audit scrutiny

Audit of purchase of stores

The following aspects relating to purchases of stores should be examined in

audit:

(i) Purchases should have been properly sanctioned and made in the most
economical manner in accordance with the rules, regulations and orders
issued in this regard. Audit must see that the purchases have been made
after taking into account the workload of the organization and that the
requirements have been assessed on a realistic basis and funds are
available for the procurement. It is also to be seen that the stores
procured are of approved quality and specifications. Stores of required

specifications covered under the rate contract entered into by the
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Controller of Stores or any other approved rate contract should have
been purchased under the rate contracts. The system of open
competitive tender should be adopted for purchases from suppliers, the
purchase being made only from the lowest tenderer unless there are
recorded reasons for not doing so.

(i) The rates paid should correspond to those agreed to in the relevant
contracts or agreement.

(iii) The officer/official responsible for approving and receiving purchases
should furnish certificates of quality and quantity before payments are

made.

(iv) Purchase orders should not have been split up so as to avoid the
necessity for inviting quotations and obtaining the requisite sanction of

the higher authority.

(v) The stipulated terms and conditions should conform to various codal

provisions and orders issued from time to time.

(vi) Necessary precautions should have been taken to safeguard government
interest in cases involving advance payments for supply of stores in

terms of the contracts and orders issued from time to time.

Audit of custody and issue of stores
As regards custody and issue of stores, it has to be seen in audit whether :
(1) A particular official has been responsible for the custody of stores and
whether the stores have been physically verified regularly to guard

against any loss, pilferage.
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(i)  Discrepancies, if any, between the book balances and the ground
balances have been reconciled properly.

(i)  Appropriate and effective follow-up action has been taken on reports of
physical verification of stores for making good any losses, shortages,
etc. and to fix responsibility therefore.

(iv) Adequate storage facilities are available and precautionary measures
have been taken to protect stores from damage and undue deterioration.

(v) Efforts have been made to transfer surplus stores to other departments
where these could be utilized.

(vi) A report on surplus stores that could not be so transferred as well as on
obsolete and unserviceable stores, specifying the reasons for so
declaring them, has been promptly sent to the competent authority for
facilitating their disposal.

(vii) All issues of stores are supported by proper indents and have been
approved by the competent authority and acknowledged by the intended
recipients; and

(viii) Officers entrusted with custody of stores or holding charge of stores
have furnished the security prescribed in terms of the instructions

issued from time to time by the competent authority.

Audit of write-off/disposal of stores

Irregularities in the disposal of public stores are equivalent to illegal
appropriation of public funds and an audit of money expended on purchase of
stores cannot, by itself, be complete unless the disposal of stores is also audited in
order to ascertain the final application of the money. In auditing the disposal or

write-off of stores, the following should be kept in view :
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(i)

(if)

The competent authority should have accorded sanction for write-off of
store articles. Any deficiencies in the systems requiring attention should
be brought to the notice of the higher authority.

Maintenance and accountal of unserviceable store articles that cannot
be utilized by the department responsible for their custody involve
waste of labour and space. Retention of stores in excess of probable
requirements in the immediate future may also result in loss through
deterioration. It should, therefore, be seen that measures are taken to
survey and segregate surplus, unserviceable and obsolete store articles
and to consider their disposal in accordance with the procedures

prescribed in this regard.

(iii) Store articles are generally, procured by the department, for their own

use and not for sale. However, when it becomes necessary to sell some
surplus store articles, this is generally done on receipt of payments in
advance against Proforma invoice, though sales on credit may be
unavoidable occasionally. In such cases, the sale proceeds against
credit sales remaining unrealized for considerable periods should,

therefore, be analyzed and commented upon.

Audit of stores management

Stores in many cases result in capital remaining locked up for long periods,

this may not be justified unless essential. In order to ensure this and affect
economies, appropriate stock limits for different categories of stores should have
been fixed. Audit may, therefore, see that this has been done and that balances in
stock do not exceed the prescribed limit. Audit should also scrutinize cases of

purchase of stores without actual need or in excess of requirement, resulting in
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accumulation of idle stock and consequential loss to the organization. Similarly
audit may look out for cases of purchases less than the actual requirement that
might have affected adversely the work and resulted in subsequent procurement at
additional cost. It may also be examined whether there has been rush of
expenditure on procurement at the close of the financial year or fictitious booking

merely with a view to utilizing the budget grants.

Audit of stores records
Audit should ascertain whether:

(i) All stores were examined, on receipt and while accepting delivery, to
determine their condition and to ensure that they were of the approved
quality, make and specifications and the quantities conformed to those
agreed upon.

(i) The stores have been taken on stock and entered in the stock register;
goods received sheets and bin cards.

(iii) The previous stock balances have been correctly worked out, carried
forward and authenticated by a responsible officer.

(iv) Stock registers; bin cards have been maintained chronologically based

on receipts and issues.

The Auditor’s responsibility to consider fraud and error in an
Audit

The primary responsibility for the prevention and detection of fraud and
error rests with both those charged with the governance and the management of the

organization.
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(a) Fraud and error and their characteristics

The term “fraud” refers to an intentional act by one or more individuals
among management, those charged with governance, employees or third parties,
involving the use of deception to obtain an unjust or illegal advantage.

The distinguishing factor between fraud and error is whether the underlying
action that results fraud or error is intentional or unintentional. Unlike error, fraud

Is intentional and usually involves deliberate concealment of the facts.

(b) Responsibility of those charged with governance and management

Each institution's management is responsible for the prevention, detection
and investigation of irregularities, including fraud and corruption. The primary
responsibility for the prevention and detection of fraud and error rests with both
those charged with the governance and the management of the organization. To
discharge this responsibility, management should ensure that an adequate system

of internal control is operated.

The respective responsibility of those charged with governance and
management may vary from organization to organization. Management, with the
oversight of those charged with governance, needs to set the proper tone, create
and maintain a culture of honesty and high ethics and establish appropriate controls
to prevent and detect fraud and error within the organization. It is responsibility of
those charged with governance of the organization to ensure, that appropriate
controls are in place, including those for monitoring risk, financial control and

compliance with rules and regulations.
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It is responsibility of the management of the organization to establish a
control environment and maintain policies and procedures to assist in achieving the
objectives of ensuring, as far as possible, the orderly and efficient conduct of the
organization’s activities. This responsibility includes implementing and ensuring
continued operation of the internal control systems, which are designed to prevent
and detect fraud and error. Such systems reduce but do not eliminate the risk of
mis-statements, whether caused by fraud or error. Accordingly, management

assumes responsibility for any remaining risk.

(c) Responsibility of the Auditor

It is not a primary function of audit to detect fraud. Owing to the inherent
limitations of an audit, there is an unavoidable risk that some material mis-
statements of the financial statements will not be detected, even though the audit is
properly planned and performed in accordance with the auditing standards
generally accepted. An audit does not guarantee that all material mis-statements
will be detected because of such factors as the use of judgment, the use of testing,
the inherent limitations of internal control and the fact that much of the evidence
available to the auditor is persuasive rather conclusive in nature. For these reasons,
the auditor is able to obtain only a reasonable assurance that material mis-

statements in the financial statements will be detected.

The auditor may encounter circumstances that, individually or in
combination, indicate the possibility of occurrence of fraud or error. The
circumstances listed below are only examples; neither all of these circumstances

are likely to be present in all the audits nor is the list complete.
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(i)

(if)

(iii)
(iv)

(V)
(vi)
(vii)
(viii)
(ix)

(xi)
(xii)

(xiii)

(xiv)

(xv)

Unrealistic time deadlines for audit completion imposed by the
management.

Reluctance by the management to engage in frame communication
with appropriate third parties.

Limitation in audit scope imposed by the management.

Identification of important matters not previously disclosed by the
management.

Significant difficult-to-audit figures in the accounts.

Aggressive application of accounting principles.

Conflicting or unsatisfactory evidence provided by the management.
Unusual documentary evidence such as handwritten alterations to
documentation or handwritten documentation, which is ordinarily
electronically printed.

Information provided unwillingly or after unreasonable delay.

Serious incomplete or inadequate accounting records.

Unsupported transactions.

Unusual transactions, by virtue of their nature, volume or complexity,
particularly if such transactions occurred close to the year-end.
Transactions not recorded in accordance with the management’s
general or specific authorization.

Significant un-reconciled differences between control accounts and
subsidiary records or between physical count and the related account
balance which were not appropriately investigated and corrected on a
timely basis.

Inadequate control over computer processing for example, too many

processing errors, delays in processing results and reports.
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(xvi)  Significant differences from expectations disclosed by analytical
procedures.

(xvii) Fewer confirmation responses than expected or significant differences
revealed by confirmation responses.

(xviii) Un-reconciled suspense accounts.

(xix)  Long outstanding account receivable balances.

In the event of Auditors discovering anything which seems likely to involve
the discovery of embezzlement and/or serious irregularities, the circumstances
should be communicated, and daily progress report of the recovery, if any made,
should be sent at once to Headquarter’s Office. When embezzlement/
misappropriation is important and beyond doubt in the Auditor’s mind, intimation

should be sent to the Headquarter’s Office telephonically.

In such cases of embezzlement/misappropriation, the auditor should, with
approval of Headquarter’s Office, ask the Administrative Head of the client
organization concerned to impound the concerned record at once so that chances of

its being tempered with might be eliminated.

The auditors should also call for by means of a requisition and examine all
cases relating to embezzlement, which have been noticed by the Administrative
officers during the period covered under the audit irrespective of the fact that such
cases have already been reported by the Administrative Authorities or not. The
requisition so issued, the reply of the Administrative Officers received thereon and
the Auditor’s comments, if any, should be attached with the Draft Audit Report.
The Auditors should also verify and tick in the cash book the credit of the
embezzled amount, if any, recovered and credited by the official concerned at
fault.
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Besides pointing out short realization/embezzlement of revenue and action
to be taken to recover the embezzled amount from the defaulters concerned, the
audit should also point out/suggest the measures to be taken to plug such loopholes
in  the  organization to prevent  the recurrence  of  such

misappropriation/embezzlement.

The observation regarding misappropriation/ embezzlement should not be
raised in a general manner without giving the full financial implications of the
lapse. Because without this information the objection detracts from effectiveness
and fails to give a proper idea of the gravity of the lapse on the part of the
administrative authority whose accounts are subject to the audit. The Auditor
should not simply point out the detection of short realization/ misappropriation/
embezzlement but also suggest action to recover the amount from the defaulter
concerned and taking suitable action against the defaulter. Procedures should also
be suggested to avoid recurrence of such type of misappropriation/embezzlement,

in future.

Therefore, while drafting such type of paras, the Auditor must point out :

(a) Procedural lapse on the part of the authority of the institution which
lead to the occurrence of misappropriation/embezzlement.

(b) Measures suggested taking corrective action to plug the loopholes.

(c) Measures for proper maintenance of accounts and close supervision on
the part of the authorities.

(d) Effective and periodical checks to be exercised by the
Superintendents/DDOs and controlling officer of the concerned

institutions over the accounts to avoid reoccurrence of such cases.
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A separate advance para of misappropriation and embezzlements must be
drafted and sent to the Secretary (Education)/Director and concerned Deputy
Director of the district in the case of educational institution and to the concerned

authorities in the case of miscellaneous and other major institutions.

Advances

While checking the advances paid to the employees and firms, it must be
ensured that payment of advance was admissible under the rules and have been
duly sanctioned by the competent authority. The audit report containing detail of
unadjusted advances should be submitted and undue delay caused regarding
adjustment of outstanding advances on the part of individual/firm/authorities must
be pointed out, refund of unspent balance and adjustment accounts should be duly
noted in the register of outstanding advances and balances should be duly brought

forward from the previous years.

Advances paid to the firms/officials remain unadjusted and misutilised for
years together. Audit para containing details of such unadjusted advances must be

incorporated in the audit report in the following format:

Date of | Name To Purpose | Amount | Date on | Reasons for | Total period | Receipt Vr. | Remarks
advance | of the | whom of of which non- during which | No. vide
Fund paid advance | advance | amount adjustment, amount  was | which
alw adjusted | if any mis-utilized / | balance/
Vr.No. and returned unutilized
and date | passed unspent amount
deposited
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Outstanding paras

Immediate attention on serious outstanding paras should be ensured.
Because non-compliance of audit paras not only defeats the very purpose of audit
but also fails to bring the accountability and transparency of the organization to the
fore, besides, suffering losses on account of non-recoveries etc. Remedial measures
for settlement of old outstanding objections must be discussed by the Auditor with
the competent authority of the organization in detail and para be settled after

consulting the relevant record.

Alongwith the above while auditing the work bills of the institution

under audit/audit unit, the following checks may also be applied:-

Technigues of Works Audit

1. Introduction

The Himachal Pradesh State Audit Department has a mandate to conduct the audit

of the accounts of various Institutions like Universities, Local Bodies, HIMUDA,

Temple Trusts etc. While auditing the major accounts, the audit of construction

works is a main auditorial component of the audit process. An auditor should know
the process adopted for preparing the documents relating to construction works and
meaning assigned to them in relevant Acts/rules.

As per the provisions laid down in Rule 123 of the General Financial Rules, 2005

the Civil Works are classified as follows:-
1. Original Work.
2. Repair & Maintenance Work.

1. Original Work:- These Shall mean:

(i)  All new constructions;
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(i)  All type of additions and alterations &/or special repairs to newly acquired
assets or previously abandoned buildings or damaged assets that are required to
make them workable;

(ili)  Major replacements or remodeling of existing structures.

2. Repair_works:- Repair works means the works which are undertaken to

maintain building and fixtures. The repair works are further classified into two
categories:-
(i)  Annual Repair.

(i)  Special repair.
The works can also be classified on the basis of funds

1. Budgeted works:- The budgeted works are those works which are

undertaken under an outlay which is provided from the Government funds.

2. Deposit works:- The deposit works are those works which are undertaken at

the direction of the other department. The outlay for these works is provided from

non government resources.

2. Execution of works

Before any construction work is taken in hand, the following three main stages are
to be completed:-

2.1 Administrative approval:- An administrative approval is the formal

acceptance of the proposal by the competent authority of the administrative deptt.
requiring the work.

2.2 Expenditure sanction:- An expenditure sanction indicates that the funds for

the project/work have been provided by the administrative deptt. and liability can

be incurred against the work.
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2.3 Technical sanction:- A technical sanction amounts to a guarantee that the

proposal is technically sound and that the estimates are accurately prepared and are

based on adequate data.

Tips for Auditors:-

While auditing the construction works, an auditor should see whether the
provisions laid down in the Rule 129 of the GFR, 2005 have been complied with or
not? The Rule provides that no works shall be commenced or liability incurred in

connection with it until.

o The administrative approval has been obtained from the competent
authority.

o Sanction to incur expenditure has been obtained.

o Detailed design has been sanctioned.

o Estimate containing the detailed specification and quantities of various items
have been prepared on the basis of schedule of rates approved by the authority.

o Funds have been provided.

. Tenders have been invited in accordance with the rules.

3. Preparation of estimates

The estimates of works are divided in two categories.

3.1 Preliminary estimates:- Preliminary estimates are prepared on the basis of

plinth area or length of road etc. and are worked out on the basis of rates per unit
area/ length. These estimates are prepared just to know the approximate cost
involved in the project/proposal.

3.2 Detailed estimate:- The detailed estimate of the proposal/ work is prepared

after the receipt of administrative approval and expenditure sanction and

confirmation of availability of site. The detail estimate is a complete and
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comprehensive as possible and should be supported by detailed architectural
drawing. It gives broad detail of each item of work involved. It should be based on
the rates given in the schedule of rates for those items of work covered by it and by
analysed marked rates for the remaining items and it includes the following further
information:-

3.2.1 Necessary details in support of lump sum provisions made in the estimate, if
any.

3.2.2 Basis on which the rates have been provided i.e. reference of schedule of
rates or market rates.

3.2.3 A brief note of special construction difficulties if any, which are likely to be
encountered during the construction stage.

3.2.4 It should include the detail of measurements and abstract of cost.

3.2.5 It should include the estimated time for completion from the date of
AA&ES.

Tips for Auditors:-

While auditing the detailed estimate of the work, an auditor should see

whether:

o The quantity shown against each item has been taken as per the detailed
measurements attached with the estimate.

o The rates and the units of the items covered by the estimate are as per the
approved Schedule of Rates.

o The provisions for the work contingencies have been incorporated in the

amount as per the rules applicable.
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4. Examination of tender case

The following documents are to be examined in order to complete the examination
of atender case:

4.1 Draft Notice Inviting Tender (DNIT):- This document contains contract

form, schedule of quantity indicating nomenclature of each item, quantity, rate, and
amount based on the detailed estimate. The document also indicates the total value
of the work to be put to tender along with the earnest money to be deposited by the
contractor and time for completion of the work. The document is very important on
which call of tender and subsequent agreement with the contractor is based. It is
prepared on standard form (Form No. 7) indicating all terms and conditions for
execution of the work.

4.2 Publicity of Tender:- The tender must be invited in the most open and

public manner possible whether by advertisement in Press or by notice in English
or Hindi pasted in public places. Wide publicity should be given to the Notice
Inviting Tender. The works, whose estimated cost is more than Rupees five lakh, a
brief advertisement inviting tenders should be inserted in the Press through the
Deptt. of Public relations. The Press note should contain the name of the work,
estimated cost, earnest money, cost of form, last date for sale of tenders, the date of
opening of tender and other necessary conditions as approved by the authority.

4.3  Sale of Tenders:- The tender document for the works containing form No. 7

& 8, schedule of quantity, detailed drawings etc. is sold to the appropriate class of
the contractors after examining the required documents submitted to the Divisional
Office. A tender sale register is also maintained in the divisional office indicating
name of the work, name of the contractor to whom tender is sold, amount received
on account of cost of tender form and signature of the contractor in token of receipt

of tender.
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4.4  Receipt of tender and acceptance thereof:- Tenders are always received in

sealed covers by the date & time fixed in the notice inviting tenders. The sealed
tenders are opened by the Executive Engineer or the person authorized by him in
the presence of contractors or their representatives. The heads of branches of the
division are also present while the tenders are opened. Before opening the sealed
tender, it is ensured that the contractor has deposited the requisite amount of the
earnest money with the divisional office. In the process of opening of the tenders,
the Executive Engineer opens all the tenders and marks them in the sequence of
opening, i.e., if four tenders in all are received, the first tender shall be marked as
1/4, second as 2/4 and so on. The rate quoted by the contractors for each item of
the work is announced openly. During opening of tenders, the divisional heads are
required to note down the rate announced.The conditions quoted by the contractor
in the tender, if any, are announced. At the last, the tenders are signed by the
Executive Engineer and thereafter in order to find out the lowest tender, same are
sent to the drawing branch for preparing comparative statements and departmental
justifications. In the drawing branch, when the comparative statement and
departmental justifications are prepared, the tender is placed before the Executive
Engineer or the competent authority for examining the rates quoted by the
contractor with reference to the departmental justification. If the rates quoted by
the lowest contractor are found within the departmental justification, then tender of
the lowest contractor is accepted/ proposed to be accepted and finally the work is
awarded to the contractor; otherwise the lowest contractor is called for negotiation
of the rates found over and above the departmental justification. After negotiating

the rates mutually, the work is awarded to the contractor.

Tips for Auditors:-

While examining the tender case, an auditor should see whether:-
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o The rate of the items has been taken in the DNIT as per the detailed estimate
approved by the authority.

o Corrections in the NIT & tender document are attested by the competent
authority.

o The rate of material to be supplied by the department is mentioned in the
appropriate place.

. Current schedule of labour rate is attached in the DNIT,

o The tender document is prepared on the basis of approved DNIT.

o The publicity of tender is made through department of Public Relations.

o The cost of sale of tenders has been accounted for in the Cash Book.

o The earnest money has been worked out on the basis of the existing

instructions which are as follows:-

(1)  For works costing up to ¥ 15lac | 2%

(i)  For works costing between X 15 | (i)+1.5%
lac to X 50 lac

(ili)  For works costing above 350 lac | (ii)+1% with maximum limit of
T Slac

o The rates quoted by the lowest contractor in words and figures are accurate.
In case of discrepancy, a reference may be made to clause 27, 28 & 29 of NIT.

o All overwritings and cuttings in the tenders is attested by the competent
authority.

o The awarded amount is worked out correctly.

o The financial implications of the conditions are worked out correctly.
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o The amount of earnest money of the lowest tenderer is accounted for

properly.
o The amount of earnest money of unsuccessful tenderer is refunded.

5. Execution of the works & payment to the contractor:-

After awarding the work to the contractor, the execution of the work starts at the
site. The items of the work executed by the contractor at the site are measured by
the Junior Engineer in the Measurement Book issued for the work by the
Divisional Engineer or any other competent authority. The Measurement Book
contains record entry of the work done and abstract of the cost thereof. The record
entries made by the Junior Engineer are test checked by the sub-divisional
Engineer & the Divisional Engineer. The Measurement Book also contains the
detail of memorandum of payment. In the sub-divisional office, the running
account bill/final bill, as the case may be, is prepared on the specified Proforma by
the sub-divisional Clerk on the basis of entries made in the Measurement Book.
Finally, the work bill is verified and signed by the sub-divisional Engineer.
Acceptance of the contractor to the measurement made in the M.B. and to the
amount of the work bill is also obtained before the same is submitted to the
divisional office for making payment to the contractor. In the divisional office, the
work bill is examined and checked in the Accounts Branch with reference to the
quantities of items arrived out and rate paid with reference to the contract
agreement. In the Accounts Branch, the memorandum of payment is also checked
thoroughly with reference to the deductions made from the bill on the account of
security, recovery of secured advance alongwith advance payment, if any. The
consumption of the matrical issued by the department is checked by the Drawing
Branch. The statutory recoveries on account of income tax, sales tax, labour cess &

surcharge alongwith other miscellaneous recoveries on account of departmental
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services rendered to the contractor, are examined in the Accounts Branch. The
entry of the work bill is also made in the contractor ledger before submitting the
bill for final passing by the divisional engineer. The divisional engineer on receipt
of the work bill passes it after exercising his power in the regard and the payment

Is made to the contractor by the Correspondence Branch of the division.

Tips for Auditors:-

While examining the works bill and the Measurement Book, auditors should

see whether:

o The calculations of the record entries in the Measurement Book are made
correctly.

o In case of huge cutting in earth work, the advance cross sections have been
drawn and approved by the competent authority. The quantity has been calculated
as per the area of cross-section and with reference to R.D. The size of trench in
case of columns is as per the approved working drawing. The serviceable material
has been accounted for in the M.A.S.

o In case of concrete work in foundation and footings, the measurement
should commensurate with the measurement of excavation. The quantity of tapered
portion of the footing has been calculated by applying appropriate formula i.e.
h/3(A+AVAXA,)

o In case of stone masonary work, the quantity has been worked out after
giving necessary deduction for bond in cement mortar.

o The quantity of reinforced steel is worked out on the basis of approved
conversion factors and the overlaps have been provided as per the approved

structural drawing.
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o The quantity of bricks works has been calculated after allowing admissible
deductions for openings such as doors, windows etc.

o The quantity of plastering item has been worked out after allowing
admissible deductions for openings, skirting and tile area.

o The quantity of painting items have been calculated after applying approved
coefficient.

o The quantity of wood work has been calculated on the basis of approved
joinery details. A certificate has been obtained from the contractor regarding
purchase of timber from the approved source before release of payment of wood
work. (Clause 46(ii) of contract agreement.)

o The quantity of structure steel item has been worked out by applying correct
factors while converting from meters to kilograms.

o The quantities of the various items from the record entries have been carried
over correctly in the abstract of cost and the rates have been applied correctly from
the contract agreement. The quantities of work done in the previous bill have been
carried out properly & correctly.

o The rate of extra/substituted item has been derived as per the provisions of
clause 12 of the contract agreement and is approved by the competent authority.

o In case of final bill, the deviation has been approved by the competent
authority.

o The deduction of the security from the running bill has been made as per the
provisions made under clause 1 of the contract agreement.

o The deduction of secured advance has been made correctly with reference to
material consumed and against which it was granted.

o The deduction of material issued from the departmental store has been made
as per the consumption approved by the competent authority. The recovery rate of
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material is as per the rate agreed in the agreement. In case the material other then
agreed is issued and used in the work, the recovery rate has been prepared on the
basis of three rate formula i.e. market rate, store issue rate and rate derived from
the item in which the material is used which ever is higher.

o The deduction of Income tax, Sale tax, labour cess & surcharge etc. have
been made as per the existing rules.

o The recovery on the account of department services if any availed by the
contractor have been made.

o The consumption of departmental material is worked out on the basis of
factors given in the schedule of rates and after allowing permissible wastage

provided in clause 42 of contract agreement.

Audit Checklist Disclaimer:-

While conducting the audit of various institutions, the audit checks and
general guiding principles as mentioned in this chapter are required to be followed
keeping in view of the area of the audit. It is also evident to mention here that,
these audit checks are assumed no way as the only yardstict of the audit, the
auditor, keeping in view of the nature of audit and situations, also uses his own
wisdom to get the desired results. These checklists will also be
revised/updated/abolished etc. with the passage of time as and when the need arises

with the approval of the higher authorities.
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7.10 Performance Auditing

“Performance audit is an independent assessment or examination of the extent
to which an organisation, programme or scheme operates economically,

efficiently and effectively.”

(Regulation 68 of Regulations on Audit and Accounts, 2007 issued by the C&AG of
India)

Performance auditing seeks to provide new information, analysis or insights and,
where appropriate, recommendations for improvement. Performance audits deliver

new information, knowledge or value by:

o providing new analytical insights (broader or deeper analysis or new
perspectives);

o making existing information more accessible to various stakeholders;

o providing an independent and authoritative view or conclusion based on
audit evidence;

o providing recommendations based on an analysis of audit findings.

Typically, Performance Audits address the issues of economy, efficiency and

effectiveness.
Economy, Efficiency and Effectiveness
Economy

Judging economy in itself implies forming an opinion on the resources (human,

financial and material) deployed. This requires assessing whether given the
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context, resources have been acquired, held and used economically and acquired in
due time, in appropriate quantity and quality at the best price. The performance
auditor needs to examine whether the means chosen represent the most or atleast a

reasonable economical use of public funds.

Efficiency

The principle of efficiency means getting the most from the available resources.
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. The main issue to
be examined here is whether the resources have been put to optimal or satisfactory
use or whether the same or similar results in terms of quality and turn-around time
could have been achieved with fewer resources? It refers to the relationship
between the quality and quantity of goods and services yielded and the cost of

resources used to produce them, in order to achieve the results.
Auditing efficiency embraces aspects such as whether:
o human, financial and other resources are efficiently used,;

o public sector programmes, entities and activities are efficiently
managed,regulated, organised and executed;

o services are delivered in a timely manner; and

o the objectives of public sector programmes are met cost-effectively.
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Effectiveness

Effectiveness is essentially a goal-attainment concept. It addresses the issue of
whether the programme/activity has achieved its objectives. When focusing on
effectiveness, it is important to distinguish between the immediate outputs or
products and the ultimate impacts or outcomes. Outcomes are important to the
effectiveness of programmes/activities but may be more difficult to measure and
assess than the inputs and outputs. Outcomes will often be influenced by external

factors and may require long-term rather than short-term assessment.
In auditing effectiveness, performance audit may, for instance:

o assess whether the objectives of and the means provided (legal, financial
etc.,) for a new or ongoing public sector programme are proper, consistent,
suitable or relevant to the policy;

o assess and establish with evidence whether the observed direct or indirect
social and economic impacts of a policy are due to the policy or to other
causes;

o identify factors inhibiting satisfactory performance or goal-fulfilment;

o assess whether the programme complements, duplicates, overlaps or
counteracts other related programmes;

o assess the adequacy of the management control system for measuring,
monitoring and reporting a programme's effectiveness; and

o identify ways of making programmes work more effectively.
Two basic questions
Performance auditors may find answers to the following two basic questions:

o Are things being done in the right way?
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o Are the right things being done?

The first question means, broadly speaking, whether policy decisions are being
carried out properly? This question is usually associated with an assessment vis-a-
vis norms i.e., the performance auditor wants to know whether the Executive has
observed the rules or the requirements consistent with the programme? Up to this
point, performance auditing is mainly concerned with different aspects of the
economy or the efficiency of operations. The scope for analysis becomes
considerably greater by posing the second question, i.e., whether the right things
are being done? In other words, effectiveness of the operations would be
examined by asking questions whether the adopted policies have been suitably
implemented? A performance auditor might, for instance, find a chosen measure
ineffective and inconsistent with the policy objectives. In the effort to find answer
to the second question, adequate caution should be exercised by not going beyond
the audit mandate by respecting the roles assigned to executive and audit.
However, the correctness of the information or inputs that were considered while
framing the policy and sufficiency of the programmes and resources to fulfil the

policy objectives may be assessed and reported.
Objectives of the Performance Audit

The main objective of performance auditing is to constructively promote
economical, effective and efficient governance. It also contributes to accountability
and transparency. Performance auditing promotes accountability by assisting those
charged with governance and oversight responsibilities to improve performance. It
does this by examining whether decisions by the Legislature or the Executive are
efficiently and effectively prepared and implemented, and whether taxpayers or

citizens have received value for money. It does not question the intentions and
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decisions of the legislature, but examines whether any shortcomings in the laws
and regulations or their way of implementation have prevented the specified
objectives from being achieved. Performance auditing focuses on areas in which it
can add value for citizens and which have the greatest potential for improvement.
It provides constructive incentives for the responsible parties to take appropriate

action.
Planning of performance audit

A performance audit has to be planned in a manner which ensures that an audit of
high quality is carried out in an economic, efficient and effective way and in a
timely manner. A well thought out plan is indispensable in performance auditing.
Before implementing the performance audit, it is important to identify the audit
objectives, the scope and the methodology to achieve the objectives of a particular
performance audit. This is often done in the form of a pilot study. The purpose of
this study is to establish whether the conditions for carrying out a performance
audit exist and, if they do exist, to produce an audit proposal. It provides
background knowledge and information needed to understand the entity, program,
or function. At the end of the study, it may be clearly stated whether performance
audit is feasible or not? Pilot study should normally be carried out in a fairly short
period. In selecting audits through this process, the Auditors would have to use
their preliminary knowledge of the subject area to form a reasonable basis for
believing that the audit can be completed in accordance with the performance audit
guidelines.

The important steps in drawing up an audit proposal are the following:
e Defining the specific issue to be studied and the audit objectives,

e Developing the scope and design of the audit,
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e Determining the timetable and the resources.

The following table indicates the process involved in planning performance audit
in practice. These steps cannot always be strictly separated and they do not

necessarily take place in the same order through.

Understanding the entity/programme

Defining the objectives and scope of the audit

Determining audit criteria

Deciding audit approach

Developing audit questions

Preparation of Audit Design Matrix

Establishing time table and resources

Intimation of Audit programme to audit entities

Assess audit team skills and whether outside expertise required

Implementing the performance audit

Implementation of the performance audit includes the practices and procedures to
be followed by the audit team. It covers the stages of performance audit during the
field audit process, i.e., after the audit planning and up to the stage of developing
the audit findings and recommendations. The process of implementation of the
performance audit steers through issuance of audit engagement letter, data
collection process, collecting audit evidence, developing audit findings and
conclusions and developing recommendations.
(@) Issuance of audit engagement letter
The Headquarter’s Office and the audit team are expected to be in
communication with the entity at different levels throughout the
performance audit cycle. Before initiating the audit, the In-charge of the

audit team should send an engagement letter to the Chief Executive of the
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entity, communicating the possible starting date of the audit and request
him/her to issue necessary directions to the functional officers and the field
units to provide information and documents to the audit team.
(b) Data collection & Analysis

Data collection may be performed once, at repeated intervals or through
continuous measurements as warranted. Information may be gathered on the
basis of physical evidence, documents (including written statements), oral
testimonies (interviews), or by other means depending on the objectives of
the audit. The types of data to be obtained should be explainable and
justifiable in terms of sufficiency, validity, reliability, relevance and
reasonableness. A great deal of data (material produced by others
specifically by the audited entity) is often used however the auditors may
also produce certain data (its own source material) with the aid of
questionnaires, surveys and direct observation. Quality in data collection and
documentation is vital. It is important that the auditors seek information
from different sources, since organisations, individuals in an organization,
experts and interested parties have different perspectives and arguments to
put forward.

Based on general experience, it is important to distinguish between the

following components in the information gathering process:

e Records in form of documents, files
e Questions formulated to be answered by the audit.

e Data-collection techniques needed in order to answer the questions set

(study of documentation, meetings, questionnaires, interviews etc.).
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e Audit programs, i.e. the type of investigation that is needed for the data

collection (such as sampling, case studies, secondary analysis,

inquiries,'before- and after analysis', comparable evaluations, etc.).

Quantitative and qualitative analysis, applied to the data collected (for
deeper analysis of the information collected).

Developing audit findings and conclusions

Audit findings are the specific evidence gathered by the auditor to satisfy the
audit objectives. Audit findings contain the following elements: criteria
(‘what should be'), condition (‘what is'), and effect (‘what are the
consequences' — observed as well as ‘reasonable and logical future
impact'), plus cause (‘why is there a deviation from norms or criteria‘),
when problems are found. However, all four elements are not always
required in an audit; the element ‘criteria’ is for instance not always
specifically addressed in the problem-oriented approach. Conclusions are
statements deduced by the auditor from those findings after analysis of
causes and effects of these findings. And finally, the recommendations are
courses of action suggested by the auditor relating to the audit objectives.
The process of analysing evidence, developing findings and producing
recommendations to resolve identified areas of poor practice is summarised

in the following diagram.

Audit criteria (what should be)

Audit evidence (What is)

Audit finding
(‘what is’ compared with ‘what should be’)
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Determine the causes and effects of the findings

Developing audit conclusions

Developing audit recommendations

The Reporting Process
Every performance audit is to culminate in a report containing the audit findings
and recommendations. On completion of each audit assignment, the Auditor
should prepare a written report setting out the audit observations and conclusions
in an appropriate form; its content should be easy to understand, free from
ambiguity and supported by sufficient, competent and relevant audit evidence and
be independent, objective, fair, complete, accurate, constructive and concise. With
regard to performance or value for money audits, the report should include a
description of the scope and coverage of audit, objective of audit, area of audit,
main findings in respect of the efficiency, economy and effectiveness (including
impact) aspects of the area (subject matter) which was audited and
recommendations suggesting the improvements that are needed.
Structure of the report
The performance audit report should preferably be presented as per the following
structure:
e Title: the subject of the performance audit;
e Executive summary: It provides the précis of the main report. The summary
should not be very long and should contain only essential information. The
major audit findings should be placed in the same sequence as the audit

objectives and sub-objectives along with recommendations in brief;
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Introduction: It consists of a brief description of the subject of study,
information on programme, activity, or institution, its objectives, inputs,
implementation structure, expected outputs and outcome, etc. The
introduction should be brief, yet sufficient to enable the reader understand
the context of the programme;

Audit objectives: They are the pivots of the performance audit, which set out
the reason for undertaking the audit. The entire exercise of performance
audit is built around the audit objectives. These should, therefore, be stated
in simple and clear terms. It is useful to set out the audit objectives and sub-
objectives within each audit objective in the form of complete
statement/question;

Scope of audit: It is defined in terms of the period of the programme
covered in audit and segments of the programme audited should be set out
precisely;

Audit methodology: It describes methods used for data collection/evidence
gathering and testing may be stated in brief. This adds to the acceptability of
the audit findings and forms a statement for transparency of the audit
procedure;

Audit criteria: to arrive at the audit findings and conclusions with reference
to each audit objective and sub-objective which should be stated with
appropriate explanations;

Audit findings and conclusions made during an audit with reference to each
objective should be stated;

Recommendations: They should be presented along with the conclusions

wherever applicable in a box or highlighted print.

*hk*k
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CHAPTER -8

Audit Planning and Preparation on Risk Based Approach

To improve the quality of audit, a detailed and well-defined planning is essential.
In this stage, each audit unit will be planned in a manner to ensure that audits are
carried out in an efficient timely manner. The audit planning establishes and

documents the overall audit approach, audit objectives and scope of audit.
8.1 Selection of units to be audited using risk-based approach

The first step in audit planning using risk-based approach is to identify the units to
be audited each year. An effective mechanism for selection of units is the

classification of units into the following risk based on certain pre-defined

parameters.
1. High
2. Medium
3. Low

The risk-based approach will provide required information to the audit party to
guide their focus and resources in conducting the audit of more risky units in
accordance with their risk profiling. This approach facilitates strategic use of
scarce audit resources, focuses attention on the areas of weakness and makes it
possible to select those units for audit which are likely to be more vulnerable due
to either their:

e budgets being large (thus probability of irregularities being a little high because

of more expenditure) or
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e which have not been audited for more than a year or

e which have a past record of having large number of serious audit observations
against them. Thus Risk-based approach enables more effective utilization of
the limited manpower.
The HPSAD must conduct risk assessment annually in the month of
December, to identify and classify the units as high risk, medium risk and
low risk which must be included in the annual audit calendar. This exercise

must be conducted unit-wise.

For categorization of units to be audited into high, medium and low, the

following activities are to be undertaken:

Identifying the parameters based on which risk profiling of audit units is to be
done. The units may be categorized as high risk, medium risk and low risk based
on the following parameters:

Financial parameters:

* Total budgeted expenditure in the previous financial year;

* Total revenue received during the previous financial year;

* Total number of outstanding paras pending for compliance till date;

* Total amount of fraud and embezzlement related paras pending for compliance
till date;

Non-financial parameters:

» Last financial year for which audit was conducted,

* Nature of audit opinion issued during the last audit;

8.2 Steps on which risk profiling of audit units is to be performed

1. Plotting of data against each of the identified parameters.
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Scoring the units based on each of these parameters.
Assigning of weights to each of these parameters.
Calculation of weighted scores for each of the units.

Calculation of the overall score.

o a ~ w D

Classifying units as high, medium and low risk based on the overall score.

7. Selection of the audit units to be taken up for audit each year.

1. Plotting of data against each of the identified parameters

The 1% step is to plot the data against audit units. Data in respect of the parameters
will have to be obtained from different sources. For example, last financial year for
which audit was conducted, budgeted expenditure of the previous financial year
etc. The manual updation of the data for parameters will be the responsibility of the

Technical Section.

2. Scoring the units

Based on an appropriate benchmark value for each of the above-mentioned
parameters, a score should be assigned to each unit. The scores could be assigned
in intervals of 10 for an appropriate range of values for each of these parameters.
For example, in case of data for budgeted expenditure in the previous financial
year, 0-20 lacs in value could be assigned a score of 10, 20-40 lacs in value could
be assigned a score of 20 and so on. The score range may vary with type of the
audit unit. The Technical Section has the primary responsibility to assign the score
and the same should be approved by the Joint Director/Deputy Director-1, who

heads the Technical Section.
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3. Assigning of weights

An appropriate weight must be assigned to the scores of each of these parameters.
The sum of all these weights should be equal to 1 for a unit. The Technical Section
will assign weights to each individual parameter based on how much impact that
parameter will have on the relative risk of that unit and forward the same to the
Joint Director/Deputy Director-1 who heads the Technical Section for approval.
The assigning of weights will be an administrative exercised and
reviewed/revised/changed every year. Since budgeted expenditure (financial
parameter) is a very vital data, based on which the units conduct its operations,
maximum weightage (say, 40% to 50%) should be assigned to it. Since the more

the budget, the organization would inherently be riskier.
4, Calculation of weighted scores

The following table presents the parameters and the weights assigned to the scores
of each of the four selected parameters:

Parameters Weight
assigned
Budgeted Expenditure 0.5

Total amount of fraud and embezzlement paras pending for | 0.1
compliance till date

Total number of outstanding paras pending for compliance till date | 0.1

Number of years for which audit is pending 0.3

Total 1.0

The weights have been assigned for only four parameters. Budgeted expenditure is

of the utmost importance since operations in all the departments are based on it.
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Hence it has been assigned the maximum weightage (50%). Similarly, out of the
remaining three parameters, “number of years for which audit is pending” is also
Important since the level of risk is directly proportional to the increase in number
of years without audit. Hence, it has been assigned a weight of 30%. The
remaining two are bearing less importance out of the four and hence, assigned

weightage of 10% each.

However weight assigned to the parameters may be changed as per the
requirements of the Audit Unit, subject to the relative importance of the

parameters, with prior approval of the Director/Additional Director/Joint Director.

5. Calculation of the overall score

For calculation of the overall score, the following formula should be used:

Overall Score of Unit 1 = Sum of (Weighted Score of parameter 1 + Weighted
Score of parameter 2 + Weighted Score of parameter 3 + Weighted Score of
parameter 4)

6. Classifying units as high, medium and low risk.

An appropriate benchmark on the overall score must be set up to classify the units
as high, medium or low risk. The units with an overall score of 45 and above,
shall be assigned risk classification as high, similarly, the units with an overall
score between 30 and 45 shall be assigned risk classification as medium and the
units with an overall score below 30 shall be classified as low. The benchmark
setting will be an administrative excercise and will be based on analysis. The
Technical Section in consultation with the Director/Additional Director/Joint

Director ,will establish the benchmark.
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Risk Rank Overall Score Guidance on Classification
High Risk Score > 45,

Medium Risk Score between 30-45,

Low Risk Score < 30,

The HPSAD should develop a ‘cut-off’ on the overall score for selection of audit
unit to be audited each year. The ‘cut-off’ should be developed in such a manner
that approximately 50% of the audit units fall in ‘high risk’ category, 30 - 40% fall

in the ‘medium risk’ category and 10-20% fall in the ‘low risk’ category.

7. Selection of audit units to be taken up each year for audit

The audit units to be taken up each year will be decided based on available
manpower and the number of mandays to be assigned to each audit. The risk
analysis must be carried out each year and the following could be a suggested

methodology to select the number of units.

(a) High Risk Category audit units- 100% of the units to be audited each year
(b) Medium Risk Category audit units- 50% of the units to be audited each year
(c) Low Risk Category audit units- 33% of the units to be audited each year

Example:
Selection of Audit units based on Risk Based Matrix

The following steps will be carried out for selection of Audit units based on Risk
Based Matrix :

* Identifying the parameters based on which profiling of risk is to be done

* Plotting data
* Scoring the units based on each of these parameters
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The following table shall be used for providing a risk score to each of the units
against these parameters:

Budgeted Score | Number | Score | Total Score | Total amount of | Score
Expenditure of years number of fraud and
(in INR for outstanding embezzlement
Lacs) which paras paras  pending
audit is pending for for compliance
pending compliance till date
till date
0-15 10 0 0 0 0 0 0
15-30 20 1 25 1-20 25 Between 1 and |25
1000
30-45 40 2 50 21-50 50 Between 1001 and | 50
10000
45-60 75 3 75 51-100 75 Between 10001 | 75
and 100000
More  than | 100 4 100 More than | 100 More than 100000 | 100
60 100

373




Total Weighted Score based on Budgeted Expenditure.

Type of Audit Unit Budgeted Score Weight Total
Expenditure assigned Weighted
(in Lacs) Score
Educational Institution 15 10 0.5 5
RLA 27 20 0.5 10
PRI 35 40 0.5 20
Temple 60 75 0.5 37.5
ULB 100 100 0.5 50

Total Weighted Score based on the number of years for which audit is
pending.

Type of Audit Unit Number of years | Score Weight Total Weighted
for which audit assigned Score
is pending
Educational Institution 0 0 0.3 0
RLA 1 25 0.3 7.5
PRI 2 50 0.3 15
Temple 3 75 0.3 22.5
ULB 4 100 0.3 30
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Total Weighted Score based on total number of outstanding paras pending for

compliance.

Type of Audit Unit Total amount of Score Weight | Total
serious paras assigned | Weighted
pending for Score
compliance till date
(in lacs)

Educational Institution 0 0 0.1 0

RLA 20 25 0.1 2.5

PRI 50 50 0.1 )

Temple 100 75 0.1 7.5

uLB 120 100 0.1 10

Total Weighted Score based on total amount of fraud and embezzlement paras

pending for compliance till date.

Type of Audit Unit Total amount of fraud Score Weight Total
and embezzlement paras assigned Weighted
pending for compliance Score
till date
(in%)
Educational 0 0 0.1 0
Institution
RLA 1000 25 0.1 2.5
PRI 10000 50 0.1 5
Temple 70000 75 0.1 7.5
ULB 120000 100 0.1 10
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Calculation of total weighted scores for audit units.

Type of | Total Weighted Score Total | Risk
Audit Unit Rank
Budgeted Number | Total Total amount
Expenditure | of years|amount of|of fraud and

for which | serious embezzlement
audit  is | paras paras pending
pending pending for | for compliance
compliance
Educational |5 0 0 0 5 Low
Institution
RLA 10 7.5 2.5 2.5 225 | Low
PRI 20 15 5 5 45 Medium
Temple 375 225 7.5 7.5 75 High
Risk
uLB 50 30 10 10 100 High
Risk

Risk Rank Overall Score

e High Risk Score > 45.

e Medium Risk Score 30-45.

e Low Risk Score < 30.
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CHAPTER -9

Compliance Mechanism

The essence of the audit lies in its due compliance. The audit, without compliance

Is of no use; the benefit of the audit will only come alive when compliance is made

with regard to the audit observations. In other words, the efficacy of audit is in its

timely compliance otherwise the audit cycle remains incomplete.

Compliance ’ Audit

thereof Planning
Issue of Initimation
Audit to Audit
Report Unit
\ Execution /
of Audit

Audit Process

After issuance of the audit report, the Section Officer (Technical Section) is

responsible for follow up (i.e. ascertaining the adequacy, effectiveness, efficiency

and timeliness of actions taken) on reported observations and recommendations.
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9.1 First compliance by audit unit

The audit unit needs to send compliance against each audit para to the Himachal
Pradesh State Audit Department within 30 days from the date of receipt of audit

report. In such a case there may be the following situations:-

Situation 1: If compliance is received within 30 days

* The concerned audit unit needs to send compliance of each audit objection to
Himachal Pradesh State Audit Department by taking remedial action and give
interim reply, wherever immediate compliance is not possible. The first
compliance on audit report should be sent by the controlling officer of the audit

unit along with his substantial comments.

» Upon receiving the compliance from the audit unit, the dealing assistant will
process it further and submit it to Section Officer (Technical) for
review/examination. The review remarks shall be submitted to the Additional
Director/Joint  Director/Deputy Director, Himachal Pradesh State Audit

Department for further review and approval.

The following are the cases which may arise after review of the Additional
Director/Joint  Director/Deputy Director, Himachal Pradesh State Audit

Department:-

a. Audit para may be settled, wherever compliance is furnished as envisaged in the

audit para and it supported by the material and original evidence.

b. Audit para may be settled subject to verification of compliance at the time of the

next audit visit, where evidence is given in duplicate form.

c. Audit para may be settled subject to verification of compliance at the time of

inspection of the audit unit by the Director/Additional Director/Joint
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Director/Deputy Director, Himachal Pradesh State Audit Department from time to

time.

d. In case of interim replies to the paras, the concerned official who had evaluated
the compliance shall follow up for further clarification/ information through
reminders and rejoinders to the Head of the concerned audit unit and its

Controlling Officer on a monthly basis.
Situation 2: If compliance is not received within 30 days

* The matter should be brought to the notice of the Controlling Officer/higher
authority of the concerned audit unit in the second week of the month following
the period of 30 days after issue of the audit report. In case of no response, the
matter should be pursued officially with the controlling and higher officers of the

audit unit.

Timeframe and follow-up procedure regarding compliance of audit paras:

Action Time Frame
1 reminder for seeking | S.O (Technical Section) will issue 1%
compliance reminder within 45 days of the date of

issue of the audit report.

2""  reminder for  seeking |S.O (Technical Section) will issue 2™
compliance reminder within 60 days of the date of
issue of the audit report and bring the
matter to the notice of Additional
Director/Joint Director/Deputy Director,
Himachal Pradesh ~ State  Audit
Department for further review.

3" reminder The matter will be brought to the notice
of the controlling and higher officers of
the Audit Unit by issuing an official
letter from the Director/Additional
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Director/Joint Director, Himachal
Pradesh State Audit Department.

9.2 Organizing district level camps each quarter for receiving compliances of
audit paras

The S.O. (Technical Section), after prior approval of the Director/Additional
Director/Joint Director, Himachal Pradesh State Audit Department and after
consulting the audit units situated in the district, will organize district level camps
to receive compliance of pending audit paras and disposal thereof. Organizing such
camps would help in spreading awareness about the need to furnish compliance on

time and settlement of audit paras.

Inspite of the above, having in mind the accumulation of pending serious audit
objections year by year and in order to settle the long pending objections relating
to the retiring and retired officers and employees, the Himachal Pradesh State
Audit Department, with prior consultation with the Additional Chief Secretary
/Principal Secretary/Secretary (Finance) to the Govt of Himachal Pradesh will
constitute the High Level Committees for settlement of objections at State and

District Levels.

9.3 High Level Committees

The power to settle pending audit observations/objections relating to the auditee
institutions shall be entrusted to the Committees, constituted vide Government
notification No0.1-96/70-Fin(LA)Vol-Part-6608-7108, dated 10.11.2022 with the

following compositions:-
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Committee for Panchayati Raj Institutions:-

Director/Deputy
Controller, H.P. State
Audit Department.

Sr. No. | Designation District Level State Level Committee
Committee
1 Chairman Deputy Commissioner | Additional Chief Secretary
of the concerned | (Finance)/ Principal
district. Secretary
(Finance)/Secretary
(Finance) to the
Government of H.P.
2 Member Additional Administrative  Secretary
Director/Joint (Panchayati Raj) to the
Director, H.P. State | Government of H.P. or his
Audit Department. representative.
3 Member A representative from | Director, Panchayati Raj
Panchayati Raj Department.
Institution  of  the
concerned district (not
below the rank of
District Panchayat
Officer)
4 Member Joint  Director/Joint | Director, H.P. State Audit
Secretary Controller or Deputy | Department.

The Chairman may co-opt any other Member(s) as per requirement.
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Committee for Urban Local Bodies:-

Director/Deputy Controller,
H.P. State Audit
Department.

Sr. | Designation | District Level Committee State Level Committee

No.

1 Chairman Deputy Commissioner of | Additional  Chief  Secretary
the concerned district. (Finance)/ Principal Secretary

(Finance)/Secretary (Finance) to
the Government of H.P.

2 Member Additional  Director/Joint | Administrative Secretary (Urban
Director, H.P. State Audit | Development) to the
Department. Government of H.P. or his

representative.

3 Member Commissioner ~ of  the | Director, Urban Development
concerned Municipal | Department.
Corporation/Executive
Officer of the concerned
Municipal
Council/Secretary of the
concerned Nagar
Panchayat.

4 Member Joint Director/Joint | Director, H.P. State Audit

Secretary Controller  or Deputy | Department.

The Chairman may co-opt any other Member(s) as per requirement.
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Committee for Temple Trusts:-

Audit Department.

Sr. | Designation | District Level Committee State Level Committee
No.
1 Chairman Deputy Commissioner of | Additional Chief  Secretary
the concerned district. (Finance)/  Principal  Secretary
(Finance)/Secretary (Finance) to
the Government of H.P.
2 Member Additional Director/Joint | Administrative Secretary
Director, H.P. State Audit | (Language, Art and Culture) to
Department. the Government of H.P. or his
representative.
3 Member Temple Officer of the| Director, Language, Art &
concerned Temple Trust. | Culture Department.
4 Member Joint Director/Joint | Director, H.P. State  Audit
Secretary Controller or  Deputy | Department.
Director/Deputy
Controller, H.P. State

The Chairman may co-opt any other Member(s) as per requirement.

Committee for HIMUDA and its Divisions:-

Sr. | Designation Division Level State Level Committee

No. Committee

1 Chairman | Additional Director/Joint | Additional Chief  Secretary
Director, H.P. State Audit | (Finance)/ Principal Secretary

Department.

(Finance)/Secretary (Finance) to
the Government of H.P.
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Audit Department.

2 Member Chief Accounts Officer, | Administrative Secretary

HIMUDA. (Housing) to the Government of
H.P. or his representative.

3 Member Executive Engineer of the | Chief Executive Officer-cum-
concerned  division of | Secretary, HIMUDA.
HIMUDA.

4 Member Joint Director/Joint | Director, H.P. State  Audit

Secretary Controller or  Deputy | Department.

Director/Deputy
Controller, H.P. State

The Chairman may co-opt any other Member(s) as per requirement.

Committee for Educational Institutions i.e. Colleges, Schools and ITIs:-

educational institution.

Sr. | Designation | District Level Committee State Level Committee

No.

1 Chairman | Additional Director/Joint | Additional Chief  Secretary
Director, H.P. State Audit | (Finance)/ Principal Secretary
Department. (Finance)/Secretary  (Finance)

to the Government of H.P.

2 Member A representative from the | Administrative Secretary
concerned department not | (Education/ Technical
below the rank of Deputy | Education) to the Government
Director. of H.P. or his representative.

3 Member Principal of the concerned | HOD of the concerned

department/ institution.
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4 Member Joint Director/Joint | Director, H.P. State Audit
Secretary Controller or Deputy | Department.

Director/Deputy  Controller,
H.P. State Audit Department.

The Chairman may co-opt any other Member(s) as per requirement.

Committee for Institutions/Organizations having Resident Audit Scheme of
H.P. State Audit Department:-

Sr. | Designation State Level Committee
No.

1 | Chairman | Additional Chief Secretary (Finance)/Principal Secretary
(Finance)/Secretary (Finance) to the Government of H.P.

2 | Member Managing Director/Registrar/Secretary of the concerned
institution.
3 | Member Finance Officer/Accounts Officer of the concerned institution.

4 | Member Director, H.P. State Audit Department.
Secretary

The Chairman may co-opt any other Member(s) as per requirement.

Committee for other Institutions except above:-

Sr. | Designation | District Level Committee State Level Committee
No.

1 Chairman Director, H.P. State Audit | Additional Chief Secretary
Department. (Finance)/ Principal Secretary
(Finance)/Secretary (Finance)
to the Government of H.P.
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2 Member Officer-Incharge  of  the | Administrative Secretary from
concerned the concerned Department or
department/institution. his representative.

3 Member Accounts  Officer of the| HOD of the concerned
concerned department/ | department/ institution.
Institution.

4 Member Joint Director/Joint Controller | Director, H.P. State Audit

Secretary or Deputy Director/Deputy | Department
Controller, H.P. State Audit
Department.
The Chairman may co-opt any other Member(s) as per requirement.
9.4 Terms and conditions of the High Level Committees

Terms and conditions of the District/Division Level Committees:-

)

i)
i)

iv)

v)

Vi)

vii)

The Committee is non statutory intended to facilitate disposal of audit objections
relating to the auditee institutions.

The Committee shall meet atleast two times in a financial year.

The Committee shall examine in detail regarding the reported irregularities and
deliberate on audit objections/observations.

The Committee may enforce a full or token recovery and compliance of audit
observations.

The Committee may condone the irregularity on merits of each case.

In the case of an objection requiring approval of the Government, the Committee
may make appropriate recommendations.

The Committee may give directions to the auditee institutions to take suitable

action on the audit observations/objections.

viii) The Committee may recommend the “critical paras” to the State Level

Committee.
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Terms and conditions of the State Level Committees:-

1) The State level Committee shall meet atleast once in a year and supervise the
functions of the District Level Committee.

i) The Committee shall discuss the undisposed audit objections mentioned in the
Annual Audit Review Note as well as the “critical paras” recommended by the
District Level Committees relating to the auditee institutions and issue necessary
directions for the settlement of the audit observations/objections.

i) The Committee shall be competent to take final decision in such matters.

*kkkk
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CHAPTER -10

Certification of Accounts of PRIs & ULBs

It is an important function of audit to test the accuracy of the monthly and annual
accounts of an institution. Audit has to verify and certify the Annual Accounts of
the institutions and append the audited Annual Accounts duly certified with the
Audit Report. An Auditor is not expected merely to confine himself to the routine
audit work. He should avail himself of the opportunity of assisting the Executive
authority and accountants with his advice in matters affecting accounts, budget,
etc. An examination of the authorized Schedules of Rates, or a comparative study
may show that the data adopted for preparation of estimates for work, the cost
arrived at are in order. He may observe any peculiar features of the revenue
receipts or expenditures which may be suggestive of possible leakage of revenue,
of untapped sources of revenues, or of want of attention to financial considerations.
An auditor is concerned primarily with the accuracy of accounts and regularity of

the financial procedure and not with matters relating to administration.

10.1 Accounts of Urban Local Bodies:

Urban Local Bodies had been maintaining their accounts on single entry cash basis
in which the cash flow of Money received and spent during a financial year only is
exhibited in the receipt and charges statement. In order to exhibit the true financial
status of the Urban Local Bodies, a new system viz. the Double Entry System on
Accrual Basis conforming to the Generally Accepted Accounting Principles was
introduced w.e.f. 1-4-2009 in the Urban Local Bodies of Himachal Pradesh ( Letter
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No. UD-H(C)-15-49/2003-111-3332-3379 Dt. 25.03.2009,UD-H(c )-15-49/2003-
111-9337-9385 Dt. 07.09.2009 and UD-H(C )-49/2003-1V-5215-63 Dit.
19.07.2010)

As per the Himachal Pradesh Municipal Accounts Manual, under the new system
of accounts, the account books hitherto maintained viz. Cash Book, Register of
Receipts, Register of Expenditure, Posting Register etc. have been dispensed with
and preparation of monthly / annual Trial Balance, Income and Expenditure
Statement and Balance Sheet have been introduced. Receipts Books and Payment
Books have been introduced and each transaction is exhibited in the Journal

register and General Ledger.

Opening Balance Sheet was prepared as on 1-4-2009 with the available data in
each ULB and neceeasry particulars were incorporated in the prescribed schedules
head wise. Verification of annual accounts is done based on the opening balance
sheet and with schedules updated every year with addition & deletions there on by
the ULBs.

10.2 Accounts of Panchayati Raj Institutions and other institutions:

In Panchayati Raj Institutions and other institutions cash based accounting system
is being followed. The accounts of these institutions have to be verified with
reference to the Cash Book, Posting Register and the related subsidiary registers
during the course of audit. The correctness should be ensured, and the accounts
have to be certified by the auditor and a certificate in the prescribed form has to be

appended to the Audit Report.
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10.3 Certification of accounts:

The verification and certification of annual accounts of the auditable institution
forms a major part of the annual audit. The annual Trial Balance, Income and
Expenditure and Balance Sheet are verified during the annual audit. The
correctness of the postings in the ledger is to be verified with reference to the
related subsidiary registers. Minor and major defects, if any, noticed by the audit
staff should be taken to the knowledge of the Executive authorities by way of
issuing Audit Requisitions, reply obtained and suitably drafted in his audit report
under a suitable heading. The auditor should satisfy that the annual accounts
exhibit a true and fair financial status of the institution. After thorough scrutiny and
verification, the accounts are to be certified by the auditor and a certificate to the

effect has to be appended with the Audit Report in the prescribed format.

10.4 Types of Audit Certificates

Unqualified Certificate

If the Auditor is satisfied in all the material respects of the Annual Financial
Statement an Unqualified Certificate is given. In this case the account will
definitely be prepared according to the Acts and Rules and as per the accepted

accounting methods, so that the accounts will be reasonably reliable.

Qualified Certificate

If there are serious mistakes in the Annual Financial Statement, a Qualified
Certificate is given. This may be of two types:

(1)  If there is uncertainty with the amounts.

(2)  If the auditor has disagreement with the amounts.

This difference will be of material nature and serious. But this mistake will not be

fundamental in understanding the accounts.
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Disclaimer Certificate

If it is not possible for the audit to give an opinion about the Annual Financial

Statement, a Disclaimer Certificate is given. There may be uncertainty even in the

fundamental aspects of the Annual Financial Statement.

Adverse Certificate

If the auditor cannot agree with the fundamental aspects of the Annual Financial

Statement, an Adverse Certificate is given. The auditor makes it clear that the

Annual Financial Statement is not acceptable.

10.5 Format of Audit Certificate with appended report

Final Accounts of (Name of ULB) Certificate of the (designation of
auditor)

(i)

(i)

| have audited the attached Annual Final Accounts i.e Balance Sheet,
Income & Expenditure A/c with supporting forms, of the -----------
(Name of ULB) for the year ended on March ........ as per the
provisions of ........... (the relevant authority i.e. Act/ Rules under
which the audit is being conducted may be quoted). Preparation of
these accounts is the responsibility of the ULB’s management. My
responsibility is to express an opinion on these accounts based on my
audit.

| have conducted my audit in accordance with the auditing standards
and guidelines issued by the C&AG of India. These
standards/guidelines require that | plan and perform the audit to obtain
reasonable assurance whether the financial statements are free from

material misstatements. An audit includes examining, on a test basis,
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evidences supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles
used and significant estimates made, as well as evaluating the overall
presentation of accounts. | believe that my audit provides a reasonable

basis for my opinion.

(ili)  On the basis of the information and explanations that | required and
have obtained, and according to the best of my information as a result
of test audit of the accounts and on consideration of explanations
given, | certify that,

(the auditor can use one of the four options below depending upon the

nature of opinion he wants to express).

subject to my observations in the appended report, the Annual Final
Accounts i.e Balance Sheet, Income & Expenditure A/c with supporting
forms give a true and fair view of the State of affair of the (name of

ULB) ... fortheyear................... (Unqualified opinion)

Or
except for the matters described in the basis for qualified opinion in the
appended report and subject to other observations therein, the Annual
Final Accounts i.e Balance Sheet, Income & Expenditure A/c with
supporting forms give a true and fair view of the State of affair of the

(name of ULB) ...for the year................... (Qualified opinion)
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Or
due to the material and pervasive misstatements pointed out in the
appended report, the Annual Final Accounts i.e Balance Sheet, Income &
Expenditure A/c with supporting forms do not give a true and fair view

of the (name of PRI) ...forthe year................... (Adverse opinion)

Or
due to the material and pervasive insufficiencies in obtaining audit
evidence, attributable to the faulty maintenance of accounting records, as
pointed out in the appended report, it is not possible to express an opinion
whether the Annual Final Accounts i.e Balance Sheet, Income &

Expenditure A/c with supporting forms give a true and fair view of the

(name of ULB) ...for the year.................. (Disclaimer opinion)
Place: _ o _
Date: Signature of Certifying Authority
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Format of appended Report
Audit Report appended to the Audit Certificate of (ULB name)
for the Year ........
1. Major observations

Basis for Qualified Opinion (where applicable, for giving qualified
opinion)

Or
Material and Pervasive Misstatements (where applicable, for giving
adverse opinion)

Or
Material and pervasive insufficiencies in obtaining audit evidence,
attributable to the faulty maintenance of accounting records (where
applicable, for giving disclaimer of opinion)

Or
This part will be excluded in case the auditor is giving unqualified
statement

2. Other observations

The auditor will record significant observations arising from the audit
of the accounts
(1) Comments relating to Income & Expenditure.
(i)  Comments relating to Receipt Vouchers.
(iii) Comments relating to Payment VVouchers.
(iv) Comments relating to Bank Reconciliation Statement
(v) Comments relating to Register of Immovable Property
(vi) Comments relating to Register of Movable Property

(vii) Comments relating to Inventory Register
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(viit) Comments relating to Demand Collection and Balance Register

10.6 Format of Audit Certificate with appended report

Receipt and Payment Accounts of (Name of PRI) Certificate of the

(designation of auditor).

(i)

(i)

(iii)

| have audited the attached Annual Receipt and Payment Accounts,
with supporting forms, of the ----------- (Name of PRI) for the year
ended on March ........ as per provisions of ........... (the relevant
authority i.e. Act/ Rules under which the audit is being conducted may
be quoted). Preparation of these accounts is the responsibility of the
PRI’s/ULB’s management. My responsibility is to express an opinion

on these accounts based on my audit.

| have conducted my audit in accordance with auditing standards
issued by C&AG of India and Guidelines for Financial Audit of PRIs
issued by C&AG. These standards/guidelines require that I plan and
perform the audit to obtain reasonable assurance whether the financial
statements are free from material misstatements. An audit includes
examining, on a test basis, evidences supporting the amounts and
disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates
made, as well as evaluating the overall presentation of accounts. I

believe that my audit provides a reasonable basis for my opinion.

On the basis of the information and explanations that | required and

have obtained, and according to the best of my information as a result
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of test audit of the accounts and on consideration of explanations
given, | certify that,
(the auditor can use one of the four options below depending upon

the nature of opinion he wants to express).

subject to my observations in the appended report, the Annual Receipt
and Payment Accounts give a true and fair view of the receipts and
payments of the (name of PRI) ...for the year...................
(Unqualified opinion)

Or
except for the matters described in the basis for qualified opinion in the
appended report and subject to other observations therein, the Annual
Receipt and Payment Accounts give a true and fair view of the receipts
and payments of the (name of PRI) ...for the year...................
(Qualified opinion)

Or
due to the material and pervasive misstatements pointed out in the
appended report, the Annual Receipt and Payment Accounts do not give
a true and fair view of the receipts and payments of the (name of PRI)

...fortheyear................... (Adverse opinion)

Or
due to the material and pervasive insufficiencies in obtaining audit
evidence, attributable to the faulty maintenance of accounting records, as

pointed out in the appended report, it is not possible to express an opinion

396



whether the Annual Receipt and Payment Accounts give a true and fair

view of the receipts and payments of the (name of PRI) ...for the

VeAT. .. vieereniinnnnn, (Disclaimer opinion).
Place: _ o _
Date: Signature of Certifying Authority
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1.

Format of appended Report
Audit Report appended to the Audit Certificate of (PRI name)
for the Year ........

Major observations
Basis for Qualified Opinion (where applicable, for giving qualified
opinion)

Or
Material and Pervasive Misstatements (where applicable, for giving
adverse opinion)

Or
Material and pervasive insufficiencies in obtaining audit evidence,
attributable to the faulty maintenance of accounting records (where
applicable, for giving disclaimer of opinion)

Or
This part will be excluded in case the auditor is giving unqualified
statement.
Other observations:

The auditor will record significant observations arising from the audit
of the accounts:-
(i) Comments relating to Receipt and Payment Account.

(i) Comments relating to Receipt VVouchers.

(ili) Comments relating to Payment VVouchers.

(iv) Comments relating to Bank Reconciliation Statement.
(v) Comments relating to Register of Immovable Property.
(vi) Comments relating to Register of Movable Property.
(vii) Comments relating to Inventory Register.

(viit) Comments relating to Demand Collection and Balance Register.
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Annexure- ‘A’

Audit conducted by the State Audit Department under the provisions of
Acts/Rules/Notifications and instructions of the Government.

S.N.| Name of Institutions/ Funds Act/Letter No./Notification/Instructions

1. | H.P. University, Shimla. Under Section 29(1) of the H.P. University Act, 1970.

2. | Ch. Sarwan Kumar H.P. Krishi | Under Section 45(3) of the H.P. Universities of
Vishav Vidyalya, Palampur. Agriculture Hort. & Forestry Act read with the

provisions relating to audit contained in University’s
Statutes framed thereunder

3. | Dr. Y.S. Parmar University of Section 45(3) of the H.P. Universities of Agriculture
Horticulture & Forestry Nauni, | Hort. & Forestry Act read with the provision
Solan contained under section 13.2 of the University’s

Statutes framed there under
4. | Sardar Patel University Mandi, | Vide Notification No. 1-77/70-Fin(LA)-Vol-7-part,-
District Mandi. 8121-8129 dated 19-12-2019.
5. | Atal Medical & Research | Vide Notification No. 1-77/70-Fin(LA)-Vol-7-part,-
University Ner-Chowk, Mandi | 8121-8129 dated 19-12-20109.
6. | Himachal Pradesh Technical | Vide Notification No. 1-77/70-Fin(LA)-Vol-7-part,-
University Hamirpur. 8121-8129 dated 19-12-2019.
7. | H.P. Board of School Education. | Under Section 48(2)-A of the H.P. Board of School
Education Act, 1968.

8. | H.P. Marketing Board. U/S 48(2) Himachal Pradesh Agricultural And
Horticultural Produce Marketing (Development And
Regulation) Act, 2005.

9. | Market Committees. U/S 48(2) Himachal Pradesh Agricultural And
Horticultural Produce Marketing (Development And
Regulation) Act, 2005.

10. | Govt Educational Under Rule 4.9(b) of H.P. Education Code, 2012.
Institutions(Pupil Funds)

11 | The Himachal Pradesh Hindu | Under Section 23(2)C(ii) of The Himachal Pradesh
Public Religious Institutions | Hindu Public Religious Institutions And Charitable
And Charitable Endowments Endowments Act, 1984 as amended by notification

No. Bhasha-A(D)-3/85-11, dated 17-1-1989 F/B(P-
173)

12. | HIMUDA Notification No.H SG-4(d)1/92-11 dated 13-9-
04(under Sub Section 3 of Section 28 of H.P. Housing
& Urban Development Authority Act, 2004(Act No.9
of 2004)

13. | Municipal Corporation Sub Section 3 of Section 161 MC Act, 1994 amended

Shimla/Dharamshala

made vide Act No. -19. of 2007 - Notification No.1-
376/81-Fin(LA)-Vol-4] Date 16.10.2008
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14.

15.

Nagar Parishads /Panchayats

H.P. Poly technical and ITI’s
student fund

Sub Section 1 of Section 255 of Municipal Act, 1994-
Notification  No0.1-376/81-Fin(LA)-Vol-4] Date
16.10.2008

Vide Rule 7 of notification No.STV(I.T)F(5)-5/85
dated 16-10-1986

16. | H.P. Technical Education Under Section 20 of the H.P. Takniki Shiksha Board
Board. Act, 1986
17. | The H.P. State Legal Services H.P. State Legal Services Authority & Regulation
Authority. 1996 under section 8(5)
18. | Tourism Development Board Under Section 14(2) of the H.P. Tourism
Development and Registration Act, 2002
19. | Fish and Farmer’s Development | GIA Rules No.5 (3) notified vide No. Fish-F (5)-1/82-
Agency Vol-1 dated 29-3-86.
20. | H.P. Homeopathic Council Under Rule 26 of the H.P. Homeopathic Practitioner
Rules, 1983
21. | H.P. Academy of Arts Cultural | Under Section 20 of Constitution notified vide Govt.
& Language. Deptt. of Languages & Cultural affairs vide No.
LCA(9)-2/84, dated 10-12-1984
22. | CM Relief Fund/Distt Relief Vide instruction No. 8 of the Fund
Fund.
23. | CM’s Sainik Welfare Fund. Vide  Govt. of  the HP(GAD-E-Section)
Commissioner-cum-Secretary (GAD) to the Govt. of
H.P. Notification No. GAD-E(C)8-1/99 dt.2-11-99
24. | H.P. Secretariat Canteen Vide Commissioner-cum-Secretary (SA) to the Govt.
of H.P. Order No. Per(SAS-1)F(6)-1/84, dated 18-3-
88, 8-5-1998, 16-10-99
25. | Fair and Festivals Vide Under Secretary (Language), to the Govt. of
H.P. letter No. Language-C(13)-2/92-loose, dated 11-
5-99.
26. | H.P. Veterinary Council Notified in GIA Rules of HP Veterinary Council vide
notification No. AHY-A(5)5/86 dated 3-1-94
27. | Board of Ayurveda and Unani Vide Deputy Secretary (H&FW), to the Govt. of H.P.
System of Medicine. letter No. H & FW(c)(1)-21/76 dated 22-6-1977.
28 | H.P. Defence Forces Benevolent | Vide Rule no.9 of the Rules for utilization of the fund
Fund Flag Day Fund notified vide notification No0.11-58/66-GAD”A”
Section dated 19-10-1977
29. | Rajya Sainik Board Special Under rule No.9. the H.P. Defence Security Relief

Fund for R.R. and Sainik Rest
House Fund.

Fund / National Security Relief Fund amended rules
vide notification number 11-58/66/GAD(A)Section
dated 19-10-1977.
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30.

District Sports Cultural
Educational Library & Other
Development Fund.

Letter No. Fin(C) 15-25/77(W & M) dated 29-12-
1978

31.

32.

33.

34,

e-Governance Societies

Indira Gandhi Sports Complex
Shimla .

Atal Bihari Vajpayee Institute of
Mountaineering and Allied
Sports, Manali.

The Shimla Road Users and
Pedestrians (Public Safety and
Convenience) Act, 2007

Vide Principal Secretary (Transport) to the Govt. of
H.P. Notification no.-TPT-F(1)2/2000-E-Governance
Date -03-09.2005

Director Youth Services and Sports, vide letter no.
-4-31/83 Y.S.S. 4388 Date -09/07/2003 .

Notification GAD -3 —C (4) -13/76 Date -18.03.1978

Under Section 16(7) of the Shimla Road Users and
Pedestrians (Public Safety and Convenience) Act,
2007,

35.

HIMCOPS, Shimla

Vide Directorate Police Communication and
Technical Services H.P. Letter no. 4142 date -
25.03.2011 as decided in meeting of Governing body
of HIMCOPS on 11.03.2011.

36.

Panchayti Raj Intitutions.

Consequent upon amendment in the Panchayati Raj
Act 1994, Section 118(4) & Vide the Joint Director
and Deputy Secretary, Panchayati Raj Department’s
office letter No. PCH-HC-(5)C(15)LAD/2006-12669,
dated 07.04.2016.

37.

Special Audit as assigned by the
H.P. Govt.
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As per Office Order No0.15(100)/81-Fin(L.A.)-part-98 dated
Audit Circles of H.P. State Audit Department are as Under:-

Annexure- ‘B’

03-01-2014, the

Sr. No. | Circle Headquarters

1 Dehra Circle (Sub Division Dehra, Jawali, Jaisinghpur & | Jawalamukhi
area falling on Sujanpur Maranda Road.

2 Kangra Circle (Baijnath, Palampur excluding area of | Dharamshala
Sujanpur Maranda Road, Dharamshala, Kangra, Nurpur Sub-
Division and Indora Tehsil.)

3 Una Circle (Una District) Una

4 Hamirpur Circle (Hamirpur District and Sarkaghat Sub- Hamirpur
Division of Mandi District.)

5 Shimla-1 Circle Shimla

6 Shimla-11 Circle (Including Kinnaur District) Shimla

7 Mandi Circle (Excluding Sarkaghat Sub-Division of Mandi Mandi
District.)

8 Kullu Circle (Kullu District and Lahaul & Spiti District) Kullu

9 Bilaspur Circle (Bilaspur District) Bilaspur

10 Chamba Circle (Chamba District) Chamba

11 Sirmour Circle (Sirmour District excluding Rajgarh Tehsil) Nahan

12 Solan Circle (Solan District including Rajgarh Tehsil of the Solan

Sirmour District)
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IMPORTANT CONTACT DETAILS

Sr. NO. Designation Telephone number/Email 1D
1. Chief Minister 0177-2625400
cm-hp@nic.in
2. Chief Secretary 0177-2621022
cs-hp@nic.in
3. Additional Chief Secretary(Finance) 0177-2624538
finsecy-hp@nic.in
4. Director 0177-2620881
stateaudit-hp@gov.in
5. Additional/Joint Director(H.Q.) 0177-2620046
additionaldirectorlad@gmail.com
6. Joint Director(Local Bodies) 0177-2620046
jointdirectorlad@gmail.com
1. Deputy Directors 0177-2620046
deputydirectorlad@gmail.com
8. Assistant Directors 0177-2620046
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