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From the Comptroller & Auditor General of India's desk

It gives me great pleasure to present the Performance Report of Indian Audit and Accounts
Department for the year 2012-13. This report reflects both our performance and the value

and benefits of the Supreme Audit Institution (SAIl) of India to external stakeholders.

The need for transparency and accountability is sharply felt in every sphere of public life. As
Supreme Audit Institution we believe in leading by example and have prepared a Code of
Ethics to provide clear guidance on standard of behaviour expected from the members of
Indian Audit and Accounts Department.

We continuously engage with our stakeholders through the mechanisms of Audit Advisory
Boards, Seminars, Workshops etc. As part of our relational strategy, we sensitize the
executive about audit findings. SAl India is an active member of INTOSAI and ASOSAI. Our
role as External Auditor of UN Agencies was also appreciated by the stakeholders. This
report highlights our participation in activities of INTOSAI and ASOSAI and efforts of

interaction with the stakeholders.

| hope this report will help the Legislature, Executive, the members of INTOSAI and ASOSAI

and other stakeholders in appreciation of role performed by the institution of CAG.

(Shashi Kant Sharma)
Comptroller & Auditor General of India

Promoting Accountability through independent audit assurance and public management
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Performance Highlights

I. About the Performance Report

This report aims to meet accountability requirements by reporting
on evaluation and follow up on our own performance as well as
the impact of our audit and the use of SAl resources.

Il. About the CAG of India and the IAAD
e The CAG of India derives his mandate from the Constitution

e The CAG’s DPC Act, specifies the audit jurisdiction at the Union
and State level covering both receipts and expenditure.

e The CAG's DPC Act 1971 also provides for compilation and
presentation of accounts of the State Governments by the
CAG.

e The CAG of India discharges his duties through the IAAD. The
CAG's office located in New Delhi is the headquarters of IAAD.
It is supported by 133 field offices spread across India and five
overseas offices.

Ill. Key Results in Audit

¢ We audited 50,738 units covering 98.28 per cent and 91.11 per
cent of planned audits at Union and State level, respectively
during the year.

e Weissued 47,595 Inspection Reports during 2012-13.

e We issued 138 audit reports during 2012-13. These include 198
Performance Audit products. We made 1,516
recommendations to our audited entities at Union and State
level. Of these, 454 recommendations (29.95 per cent) were
accepted by the audited entities.

Promoting Accountability through independent audit assurance and public management
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We certified 5,551 accounts of Union and State Governments,
PSUs, Autonomous Bodies, Externally Aided Projects and
others. Out of these, 84.98 per cent certificates were issued on
time.

The Government accepted 14.42 per cent of recoveries pointed
out by Audit (32,51,220 crore). Of these, ¥5537 crore were
actually recovered, which is more than double of total budget
of IA&AD of X 2649.07 crore.

We pointed out several instances of deviation from rules,
regulations; deficiencies in planning and implementation of

schemes, lack of coordination among various agencies, etc.

The Government issued necessary directions, orders etc. and
changed accounting policies on the basis of audit observations.

We are yet to receive 11,133 Action Taken Notes on Audit
Reports from previous years at Union and State Level as on 31
March 2013.

IV. Key Results in Accounts and Entitlements

We finalized 4,48,050 pension and revision cases during 2012-
13.

We carried out 98.77 per cent of the planned treasury
inspections. State Government accepted 83.29 per cent of the
recommendations made by us.

We issued 96.39 per cent account slips to GPF account holders
on time during the year.

V. Professional Standards and Quality Management

e Three Indian Government Accounting Standards (IGAS) were
notified by Government of India by March 2013. Two IGASs and
four IGFRSs (Indian Government Financial Reporting Standard)

were under consideration of the Government of India.

Promoting Accountability through independent audit assurance and public management
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e We adopted Code of Ethics keeping in view the international best
practices to provide clear guidance on standards of behaviour
expected from the members of Indian Audit and Accounts
Department.

e DG (Inspection) inspected 21 field offices of IA&AD as a measure
of internal control mechanism. 39 per cent of the
recommendations made in the Inspection Reports were
implemented.

e As a measure of quality assurance, we commissioned an
International Peer Review. Peer Review Team considered the
following as good practices followed by SAl India:

o Long term strategic planning
o Audit Advisory Boards
o Network of training facilities
o Alternate report presentation i.e. Colourful Noddy Books
VI. Resource Management
e We spent ¥2649.07 crore in 2012-2013.

¢ Optimal staffing in the field offices continued to be the main focus
of the HR strategy.

e Of the 46,936 people working in IAAD, 88 per cent directly added
value to our core activities.

e Our RTIs trained 12,066 persons during the year.
VIl. Seminars and Events

e XXVI Accountants General Conference a biennial event and a
forum for senior functionaries of the Indian Audit & Accounts
Department was held on 8" to 10™ October 2012.

Promoting Accountability through independent audit assurance and public management
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A seminar on Performance Reporting for Urban Local Bodies was
organised in September 2012.

A workshop on experience sharing on all India Performance Audit
of MGNREGS was held on 7 January 2013.

A Workshop on "Audit of Public Procurement Transactions and
Competition Law" was organized on 7 December 2012 in
collaboration with Competition Commission of India

Our Interaction with Key Stakeholders

Audit Advisory Boards are constituted at Union and State levels.

International Participation and Contributions

SAl India is a key player in the international auditing organisations
like INTOSAI and ASOSAI. CAG is a member of INTOSAI and
Chairman of ASOSAI. He chairs INTOSAI Working Group on IT
audit and its Knowledge Sharing Committee.

CAG is chair of UN panel for external auditors and the external
auditor for five UN organizations (WFP, IMO, WIPO, IAEA and
UNWTO)

SAl-India hosted the 12" meeting of the Steering Committee of
INTOSAI Working Group on Environmental Auditing (WGEA) and
meeting of the Sub-Committee of Global Training Facility (GTF) at
Jaipur, India from 2" to 6™ October, 2012.

Promoting Accountability through independent audit assurance and public management
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Chapter 1

About this Performance Report

The Comptroller and Auditor General of India is an office created by the
Constitution of India and entrusted with the responsibility of audit of accounts of
the Union and States. It is expected to promote accountability and transparency in
public activities.

International Standards for Supreme Audit Institutions (ISSAI 20) envisage that
information about SAls should be readily accessible and pertinent. Their work
processes, activities and products should be transparent. They should also
communicate openly with the media and other interested parties and be visible in
the public arena.

The Performance Report of the Comptroller & Auditor General of India has been
prepared keeping in view the principles of transparency and accountability as
envisaged in ISSAI 20 and 21.

This report aims to meet accountability requirements by reporting on

e the extent to which SAl India has met its legal obligations with regard to its
audit mandate and required reporting ;

e evaluation and follow up on our own performance as well as the impact of our

audit; and,
e the regularity and the efficiency in the use of SAl resources.

This report also meets transparency parameters by providing reliable, clear and
relevant public reporting on our status, mandate, strategy, activities, financial

management, operations and performance. It, therefore, seeks to

e create awareness and understanding about the CAG and the Indian Audit and
Accounts Department’s role and functions;

e inform our clients and stakeholders, both internal and external, about our key
results and achievements; and

e share information about innovations within our organisation to encourage

emulation within and outside the IAAD.

Promoting Accountability through independent audit assurance and public management
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Chapter 2

About the Comptroller & Auditor General of India and the Indian
Audit and Accounts Department

| Who are we?

The concept and establishment of audit is inherent in public financial
administration as management of public funds represents a trust. Audit is not an
end in itself but an indispensable part of a regulatory system whose aim is to
reveal deviations from the accepted standards, and violation of the principles. The
Constitution of India has mandated the Comptroller & Auditor General of India
(also known as the Supreme Audit Institution in the international context) as
auditor of the nation. We are an instrument in ensuring accountability of the
executive to the legislature. The Comptroller & Auditor General of India (CAG) and
the Indian Audit and Accounts Department (IAAD) functioning under him,
constitute the Supreme Audit Institution of India. Senior functionaries of the SAl
representing the CAG in the States are called Principal Accountants General/
Accountants General.

In the Indian system of governance, Parliament/ State Legislature authorizes the
budget which prescribes how Government will collect money through taxes and
how much and for what purposes. There are also financial rules to ensure
standards of propriety, regularity and probity in managing public funds. The
Government Departments and other public bodies are expected to follow these
rules and adhere to the framework prescribed therein, when they receive and
spend public money. The spending Departments are accountable to the Parliament

and State Legislatures for both the quantity and quality of their expenditure.

Articles 148 to 151 of the Constitution prescribe a unique role for the CAG of India
in assisting Parliament to enforce the legislative accountability of Government
Departments. The CAG audits both Central and State Governments and also
compiles the accounts of the State Governments.

Role of the Comptroller and Auditor General assumes greater significance in view
of the federal multiparty democracy where Governments both at Union and States
are responsible for implementation of large number of schemes involving huge

Promoting Accountability through independent audit assurance and public management
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resources. There has been a paradigm shift in public financial management in the
country in recent past with focus on public private partnerships for delivery of
public services and larger devolution of funds through direct transfers to third tier

of government or NGOs. Civil society is emerging as a major stakeholder.

I Our Vision, Mission and Core Values

ﬂ)ur Vision represents what we aspire to\

become: We strive to be a global leader and

initiator of national and international best \

ractices in ublic sector auditin and
P p g Our Core Values are the

accountin recognized or independent .
9. g f P ’ guiding beacons for all

credible, balanced and timely reporting on Gt wE f g aivE s

public finance and governance.

the benchmarks for

assessing our

Our Mission enunciates our current role and performance:

describes what we are doing today: Mandated Independence,

by the Constitution of India, we promote Objectivity,  Integrity,

accountability,  transparency and  good Reliability, Professional

governance through high quality auditing and Excellence,
accounting and provide independent assurance Transparency and
to our stakeholders, the Legislature, the Positive Approach.

Executive and the Public, that public funds are

being used efficiently and for the intended \ /

Qrpos es. /

11 Independence of SAI

ISSAI 1 envisages that the establishment of Supreme Audit Institutions and the
necessary degree of their independence shall be laid down in the Constitution;

details may be set out in legislation.

The Constitution of India provides for a Comptroller and Auditor General.
Independence of the CAG from the executive branch of the Government of India

and State Governments is inherent in Article 148 of the Constitution which imbues

Promoting Accountability through independent audit assurance and public management
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the CAG with immunity from executive action accorded to a Supreme Court Judge
(making him independent of the Executive as well as the Legislature). Articles 149
and 150 define his duties and powers. Article 151 prescribes that audit reports
relating to Union and the State Governments are to be submitted to the President
of India/ Governor of the State to be placed before Parliament or State Legislature.

The Constitution enables the independent and unbiased nature of audit by the
CAG by providing for:

e Appointment of CAG by the President of India;
e Special procedure for removal of CAG;
e Salary and expenses of CAG not being subject to vote; and

e Making CAG ineligible to hold any other Government office after
completion of term.

The Constitution further provides that the conditions of service of persons serving
in the Indian Audit and Accounts Department and the administrative powers of the
Comptroller and Auditor-General shall be such as may be prescribed by rules made

by the President after consultation with the Comptroller and Auditor-General.
v Our Accounts Mandate’

The CAG's Duties, Powers and Conditions of Service (DPC) Act 1971 promulgated in
exercise of powers conferred by the Constitution provides for compilation of
accounts by the CAG. Besides compiling accounts, the CAG is responsible for
preparing and submitting the accounts to the President, Governors of States and
Administrators of Union Territories having Legislative Assemblies. He may also
give information and render assistance, related to preparation of accounts. While
compiling accounts of State Governments from the subsidiary accounts submitted
by treasuries and other officers of the State Governments, we do not just
mechanically total up incomes and expenditures but act as financial advisors. We
raise an alarm if monies are being drawn in excess of authorization. We actively
monitor expenditure patterns and issue advice on excesses, surrenders and lapses
of funds.

! Section 10, 11, & 12 of CAG's DPC Act 1971

Promoting Accountability through independent audit assurance and public management
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Our Audit Mandate’

The audit mandate of the CAG is defined in the CAG's DPC Act 1971. As per the

provisions of the Act, the CAG has the mandate to audit and report upon:

All receipts and expenditure from the Consolidated Fund of the Union and

State Governments;

All financial transactions in emergencies, outside the normal budget (called
the Contingency Fund);

Inflows and outflows of private monies of the public held by the
Government in trust e.g. small savings, deposits in lieu of services and
obligations (called Public Accounts) at Central as well as State levels;

All trading, manufacturing, profit and loss accounts, balance sheets and

other subsidiary accounts kept in any Government Department;
All stores and stock accounts of all Government offices and Departments;
Accounts of all Government companies, e.g. ONGC, SAIL, etc.;

Accounts of all statutory corporations and bodies that provide for audit of
their accounts by CAG, e.g., Food Corporation of India;

Accounts of all autonomous bodies and authorities substantially financed
from Government money e.g. Panchayati Raj Institutions, Urban Local
Bodies, Universities, Indian Institutes of Management, Indian Institutes of

Technology, State Health Societies, etc.

The CAG may also agree to special audit engagements outside his
mandatory commitments. Such engagements ordinarily relate to accounts
of bodies involving substantial investment of public funds and may be
accepted either on request of the President/ Governor or own initiative;

and

The CAG has also been entrusted the role of providing technical guidance
and support to local fund auditors in certain states.

? Section 13,14, 15, 16, 17, 19, 20 of CAG's DPC Act 1971

Promoting Accountability through independent audit assurance and public management
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VI What we do not Audit

The mandate of the CAG does not extend to the audit of public sector banks;
Government corporations whose statutes do not provide for audit by the CAG,
e.g., Life Insurance Corporation, and companies where the Government
shareholding is less than 50 per cent.

Vi Our Powers

In carrying out the above mentioned duties, the CAG has powers? to:
e inspect any office or organization subject to his audit;
e call for any records, papers, documents from any audited entity;
o decide the extent and manner of audit;
e examine all transactions and question the executive; and

o dispense with, when circumstances so warrant, any part of detailed audit
of any accounts or class of transactions and to apply such limited check in
relation to such accounts or transactions as he may determine.

Powers of Delegation: CAG can delegate his powers under the provisions of the
DPC Act or any other law to any officer of his Department, with the exception that
unless the CAG is absent on leave or otherwise, no officer can submit an audit
report to the President or Governor on his behalf.

Powers to make regulations: for carrying into effect the provisions of the DPC Act
in so far as they relate to the scope and extent of audit, including laying down for
the guidance of Government Departments the general principles of Government
accounting and the broad principles in regard to audit of receipts and expenditure.

In 2007, under section 23 of the CAG’s DPC Act, we have issued ‘Regulations on
Audit and Accounts’ which define in detail the scope, manner, and extent of

auditing and accounting mandate of SAl India.

Powers to make rules: CAG of India has powers to make rules in relation to
maintenance of accounts by Union and State Government Departments and

treasuries.

* Section 18,21,22,23, & 24 of CAG’s DPC Act 1971

Promoting Accountability through independent audit assurance and public management
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Vil We conduct different types of Audit

Our audit mandate as per the DPC Act, specifies the entities that come within our
audit purview at the Union and State level. However, the audit scope and extent,
the methodology and approach to be adopted by the CAG in conducting audit of
these entities, is at the discretion of the CAG. We conduct three types of audit in
the entities audited by us.

ndhi
= National Rural
Employment
Guarantes

Compliance Financial Performance
Audit Audit Audit

VIII A Compliance Audit

Compliance Audit examines the transactions relating to expenditure, receipts,

assets and liabilities of Government for compliance with:
e the provisions of the Constitution of India and the applicable laws; and

e the rules, regulations, orders and instructions issued by the competent
authority either in pursuance of the provisions of the Constitution of India
and the laws or by virtue of the powers formally delegated to it by a
superior authority.

Compliance audit also includes an examination of the rules, regulations, orders
and instructions for their legality, adequacy, transparency, propriety, prudence
and effectiveness, that is, whether these are:

Promoting Accountability through independent audit assurance and public management
[

7




VIII B

Performance Report 2012-13

intra vires of the provisions of the Constitution of India and the laws
(Legality);

sufficiently comprehensive and ensure effective control over Government
receipts, expenditure, assets and liabilities with sufficient safeguards
against loss due to wastage, misuse, mismanagement, errors, frauds and
other irregularities (Adequacy);

clear and free from ambiguity and promote observance of probity in
decision making (Transparency);

effect and achieve the intended objectives and aims (Effectiveness).

Financial Audit

Financial audit is primarily concerned with expression of audit opinion on a set of

financial statements. It includes

VI C

examination and evaluation of financial records and expression of opinion
on financial Statements;

audit of financial systems and transactions including an evaluation of
compliance with applicable statutes and regulations which affect the
accuracy and completeness of accounting records; and

audit of internal control and internal audit functions that assist
in safeguarding assets and resources and assure the accuracy
and completeness of accounting records.

Performance audit

Performance audit is an independent assessment or examination of the extent to

which an organisation, programme or scheme operates economically, efficiently

and effectively. Performance audit assesses:

Economy — Fconomy is minimizing the cost of resources used for an
activity, having regard to appropriate quality. Economy issues focus on the
cost of the inputs and processes.

Efficiency — Efficiency is the relationship between the output, 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

Promoting Accountability through independent audit assurance and public management
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resource inputs, or input is minimised for any given quantity and quality of

output.

e Effectiveness — Effectiveness is the extent to which objectives are achieved
and the relationship between the intended impact and the actual impact of
an activity. Fffectiveness addresses the issue whether the scheme,

programme or organisation has achieved its objectives.

IX Our Audit Process

The audit process at the SAl level and the individual audit office level follows these

stages.

R ——
Promoting Accountability through independent audit assurance and public management
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Strategic Plan provides the overarching framework for planning in the Indian Audit

and Accounts Department on all significant areas for a longer time horizon.

High level strategic goals set out in Strategic Audit Plan 2020

. I;ro‘n;nc_ntir;g brofessionalism in public sector
auditing

« Improving communication with stakeholders
and ensuring higher visibility

* Improving delivery of accounting and
entitlement functions

Strategic Audit Plans are developed in accordance with the strategic direction that
CAG decides to follow, audit mandate, risk assessment, significance of the issue
and available resources. These plans include audits that are to be taken up under

each of the three methodologies described above.

Annual Audit Plans are developed by each field office of the CAG on the basis of
the overall strategic audit plan. This plan details the individual audits planned to be
carried out during the annual audit cycle. The annual plan exercise also takes into

account periodicity of audit as determined by audit mandate, risk assessment and

Promoting Accountability through independent audit assurance and public management
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other relevant parameters including significance of the issue or unit. It is further
defined by available resources, both human and financial for carrying out the

audits.

We also develop detailed audit programmes describing the team to be deployed,
the time allotted and the exact dates of the audit. The audit teams conduct audit
based on prescribed audit norms, using different techniques for collecting reliable,
competent and sufficient audit evidence to support their audit conclusions. They
are guided by the auditing standards of SAl India and other instructions issued
from time to time.

On completion of an audit, a report is issued to the audited entity, popularly
known as Inspection Report. Audit Findings of high value or the ones that may
have a significant impact are further refined and vetted for inclusion in the Audit

Reports published at Union and State level.

The audited entities and Ministries are expected to take action on the basis of the
shortcomings pointed out and the recommendations made in the Audit Reports
and send action taken notes on the audit observations printed in the audit report.
The audit reports issued by the CAG at the Union and State levels are discussed in
the respective Public Accounts Committee (PAC) and Committee on Public
Undertakings (COPU) meetings. Compliance with audit observations and

recommendations is also examined and reported upon during subsequent audits.

The Audit Committee is yet another mechanism employed for follow up of audit.
The Audit Committees consisting of officials from the audited entity and IAAD are
formed at Union and State level to monitor the follow up process, to bridge our
perception gaps and to increase levels of communication besides discussing and
settling outstanding audit observations largely pertaining to the Inspection
Reports.

X Our Organisation

The Comptroller and Auditor General of India discharges his duties through the
Indian Audit and Accounts Department. The Department consists of approximately
47000 employees. The CAG's office located in New Delhi is the headquarters of
IAAD. It is supported by 133 field offices spread across India and five offices
located abroad.

Promoting Accountability through independent audit assurance and public management
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Office of the Comptroller & Auditor General of

India
1
| | —— 1 1 1 —
‘ -
Academies
: Accounts &
Audit of Union | Ayditof : & Training
G overnmsit | State Entitlements | |nstitutes
| Government 28 offi 15
54 offices ‘ 41 offices AL
| Academies
Civil Audit (12) 2 Institutas
Defence Audit (6) (3)
P&T Audit (1)
Railways Audit (18) RTIs (9)
Commercial Audit (12) RTC (3)
Overseas Audit (5)

Xl The CAG Office

The Office of the Comptroller and Auditor General of India in New Delhi directs
monitors and controls all activities connected with audit, accounts and entitlement
functions of the Indian Audit and Accounts Department. It lays down the long
term vision, mission and goals of the SAl, India. It also sets the policies, auditing
standards and systems and does the final processing and approval of all Audit
Reports. For carrying out these responsibilities, there are separate divisions
dealing with Accounts and Entitlements, Civil Audit, Commercial Audit, Defence
Audit, Railway Audit, Revenue Audit, State Governments Audit, Professional
Practices, Strategic Management, Administration of Personnel, Training,
Communication, Inspection of field offices, etc. These divisions are headed by the
Deputy/ Additional Deputy Comptroller and Auditor Generals reporting directly to
the CAG. They are assisted by Directors General, Principal Directors and Directors,
who are all senior level managers. Organization chart of CAG office is given at
Annex .

Promoting Accountability through independent audit assurance and public management
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Xl Field Offices in IAAD
The functional wings in the CAG office
are supported by the field offices
throughout the country. These offices Aelic Cfifices [ Union Goivt.)
are responsible for actually carrying out ool 1
the audit and accounts mandate of the
CAG. The types of field offices in the Defence 6
Department are discussed below: P&T 1
o Offices of the Director Generals Railway 18
/Principal Directors of Audit (37) are Commercial 0
responsible for audit of the activities of
the Union Government, including Civil Overseas 5
Ministries and Departments, Defence, Total - Audit Offices (Union 54
Indian  Railways and Posts and Govt.)
Telecommunications.

Audit Offices for Audit of
e Offices of the Principal Directors of State Accounts 41
Commercial Audit and ex officio
Members Audit Board (MAB) (12) are State Accounts and 28
responsible for the audit of Central EmBTiemeEnt Qiniees
Public Sector Undertakings (PSUs). They National level Institutions/
certify the annual accounts of the Regional Training Institutes/ 15
Statutory Corporations and conduct Regional Training Centre
Supplementary Audit of Government
Companies. They also conduct Grand Total 138

compliance and performance audits in
PSUs.

e Overseas Audit Offices headed by Principal Directors in Washington,

London and Kuala Lumpur audit

embassies

and other

Government

establishments in each region. Office of PDA in Rome is responsible for
auditing World Food Program and office of PDA in Geneva audits the World
Health Organization, the UN Agencies for which SAl India is the external
Auditor. The office of PDA in Geneva was closed in July 2012.

e Offices of the Principal Accountants General/ Accountants General
(Audit) in every State are responsible for audit of all receipts and expenditure

Promoting Accountability through independent audit assurance and public management
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of the State Government, audit of Government companies, corporations and
autonomous bodies in the State as well as local bodies. There are 41 such

Audit offices in India.

e Offices of Accounts and Entitlements (A&E) headed by Principal
Accountants General/ Accountants General (A&E) (28) are engaged in
maintaining the accounts of the State Governments and authorizing GPF and

pension payments of their employees.

e Three national level Institutions, nine Regional Training Institutes and three
Regional Training Centres are engaged in capacity building of officers and staff
in IAAD.

e Alist of the offices is placed at Annex Il of this report.
X Restructuring of Audit Offices

Taking forward the recommendations of the XXV" Accountants General
Conference, the Strategic Plan 2020 has recommended organizational
restructuring as one of the tools for facilitating integration of audit efforts and
presentation of a sector based perspective to the government audit. The
restructuring of audit offices was made effective from 2 April 2012.

The principles underlying restructuring were:

Sectoral Integration: Transition from a function based audit approach to a
Department/ Ministry and a sector based approach both at Headquarters as well

as in field offices.

Vertical Integration: Audit of Ministry/ Department, Government offices,
Autonomous Bodies and Public Sector Undertakings under the Ministry/
Department to be conducted by a single office (or group of offices) both in case of

Union and State Governments.

Segregation of Audit of Union from State Audit: All audit activities pertaining to
Government of India are under the charge of Deputy CAGs (DAI) and all state level
audit functions with Additional Deputy CAGs (ADAI) with regional supervisory
responsibilities. Only audit of Central Government funds that are transferred to
states and expended through state implementing agencies continue to be with

state audit offices.

Minimal Reporting lines: To do away with multiple reporting lines for State Audit
offices, the supervision of all audit activities in a state were integrated under one
ADAIl i.e. there is a single ADAI for all AsG (Audit) in a state.

Promoting Accountability through independent audit assurance and public management
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Xiv Key features of restructuring

XIVA Audit of Union Government

To ensure vertical integration of Ministries/ PSUs/ Autonomous Bodies in
respect of Union Government, restructuring has been carried out both at the
level of Headquarters and field offices. Sectoral profiling in respect of Union

Government at the HQ level is summarized below.

Sectors

DAI (Commercial) Economic and Infrastructure Ministries

DAl (Report Central & Local Social & General Services Ministries and
Bodies) Local Bodies

Al (Government Accounts and Government Accounts and  Central

Central Revenue Audit) Receipts

DAl (Defence, Communication & Defence, Communication & Information
Railways) Technology and Railways

Field offices auditing Central Ministries, i.e., offices of Director General of Audit
(Central Expenditure), Principal Director of Audit (Economic Services
Ministries), Principal Director of Audit (Scientific Departments), Director
General of Audit, Post & Telecommunications, Principal Directors of Audit
(Railways), Director General/ Principal Directors of Audit, Defence and Principal
Directors of Commercial Audit have also been given sectoral profiles.

In addition to the three existing offices in New Delhi, Mumbai and Kolkata for
audit of receipts and expenditure of Central Government units, six more offices
have been opened in Ahmedabad, Bengaluru, Chandigarh, Chennai, Hyderabad
and Lucknow, along with eight branch offices in various cities with effect from
2 April 2012. These nine offices and eight branch offices deal with audit of

receipts and expenditure of Central Government.

XIVB  Audit of State Governments

All audit activities in the States i.e. Civil Audit, Commercial Audit, Receipt Audit,
Audit of State Autonomous Bodies and also Local Bodies are coordinated and
supervised by the ADAIs under their regional charge. Distribution of states
among ADAIs is given below:

Promoting Accountability through independent audit assurance and public management
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ADAI - CR ADAI -ER  ADAI - NER ADAI - NR ADAI - WR
Bihar Andhra Arunachal Delhi Goa
Pradesh Pradesh
Chhattisgarh  Odisha Assam Haryana Gujarat
Jharkhand Puducherry  Manipur Himachal Pradesh | Karnataka
Madhya Tamil Nadu @ Meghalaya Jammu & Kashmir  Kerala
Pradesh
Uttar West Mizoram Punjab Maharashtra
Pradesh Bengal
Nagaland Uttarakhand Rajasthan
Sikkim
Tripura

There are two State Audit offices in 10 States’, i.e. Principal Accountant
General (Social and General Sector) and Principal Accountant General
(Economic and Revenue Sector), with effect from 2 April 2012. In case of
Maharashtra, the distribution of jurisdiction among Principal Accountant
Generals is more on geographical basis. In case of other states, where there is
only one Accountant General office, distribution of jurisdiction among the
Group officers was done on sectoral basis.

The offices of Local Bodies Audit have been merged with the respective offices
of Principal Accountant General (General and Social Sector Audit) with effect
from 2 April 2012.

Audit of centrally sponsored schemes where State agencies are the

implementing agencies will continue to be done by State Accountants General.

XV  Audit Advisory Board

An

Audit Advisory Board is set up under the Chairmanship of CAG to advise him on

matters relating to audit and suggest improvements in the performance and focus

4

Andhra Pradesh, Gujarat, Karnataka, Kerala, Madhya Pradesh, Odisha, Rajasthan, Tamil Nadu, Uttar

Pradesh and West Bengal
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of audit within the framework of the constitutional mandate of the CAG. It
includes highly qualified individuals and professionals from diverse fields. It is a
reflection of our openness to external advice and has been identified as a good
practice by the International Peer review Team. The members of the Board
function in an honorary capacity. The Board consists of eminent persons in diverse
fields and DAls from the Department. The constitution of the Board for the
biennium 2011-13 was as under:

Shri Vinod Rai Ex-officio

Comptroller and Auditor General of India Chairman

Ms. Shailaja Chandra Member

Former Chief Secretary, Delhi

Shri. T. Sethumadhavan Member
Public Finance Consultant

Shri. Pratap Bhanu Mehta Member
President, Center for Policy Research, New Delhi

Dr. A. K. Shiva Kumar Member
Adviser, UNICEF, New Delhi

Ms. Rohini Nilekani Member
Chairperson, Arghyam

Ms. Kalpana Morparia Member
Chief Executive Officer, JP Morgan India Pvt. Ltd., Mumbai

Ms. Sunita Narain Member
Director General, Center for Science and Environment, New Delhi

Shri K. V. Kamath Member
Chairman, ICICI Bank, Mumbai

Ms. Shabana Azmi Member
Social Activist

Shri Pradeep Kumar Member

Central Vigilance Commissioner

CA Subodh Kumar Agrawal Member

President, The Insititute of Chartered Accountants of India

Promoting Accountability through independent audit assurance and public management
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Deputy Comptroller and Auditor General Ex-officio
Member
Deputy Comptroller and Auditor General (Report Central) Ex-officio
Member
Deputy Comptroller and Auditor General (Commercial) Ex-officio
Member

Deputy Comptroller and Auditor General (Government Accounts | Ex-officio
& Central Revenue Audit) Member

Deputy Comptroller and Auditor General (Defence, | Ex-officio

Communication & Railways) Member
Director General (SMU) Ex-officio
Secretary

to the

Board

The Audit Advisory Board met twice during the year 2012-13, i.e., on 9 November
2012 and 21 March 2013. The Board deliberated upon the issues related to
Strategic Audit plan 2012-17, significant findings of some Performance Audits,
audit methodologies, and Strategic Plan of International Centre for Environment

and Sustainable Development.

Audit Advisory Boards in the states have been constituted under the Chairmanship
of the Principal Accountants General / Accountants General. Other Accountants
General in the State are members of the Board. Nominated members are drawn
from amongst eminent academicians, professionals and retired Civil Servants. The
Audit Advisory Boards have been constituted in all states. The Boards are

reconstituted every two years.
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Chapter 3

Key Results and Achievements — Audit

In Indian Audit & Accounts Department (IA&AD), we strive to promote
accountability, transparency and good governance by providing an independent
audit assurance on financial and performance management in Government and
Public Sector. IA&AD is continuously introducing new initiatives in the form of
innovative auditing practices based on the prescribed auditing standards and
guidelines for improved auditing results. Key functional areas of the department
are audit of various audited entities under Central Government, State
Governments, Local Bodies, Autonomous Bodies, Public Sector Units etc.

ISSAI 20 envisages that the SAls initiate and conduct audit and issue the relevant
reports in a timely manner. They should produce an audit report as a key output of
each audit. Inspection Reports (IRs), Audit Reports and Audit Certificates are the
main outputs of the audit process. Ensuring the quality and timeliness of these
products is a key result area of IA&AD.

| Compliance, Performance, Financial Attest Audit and Audit Reports

Audit offices of IA & AD plan performance, financial and compliance audits each
year on the basis of mandatory requirements, significance of issues, risk

as