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Delhi Development Authority                                         Internal Audit Manual


CHAPTER – 1

1.0 Introduction

Internal control with a built in system of internal check is an essential pre-requisite for efficient and effective management of any organization. It is the primary responsibility of any management to establish and maintain an adequate system of internal control appropriate to the size and nature of organization / branch/office/unit. Internal Control is a management tool used to provide reasonable assurance that management’s objectives are being achieved. The responsibility for the adequacy and effectiveness of the internal control structure rests with management. The head of each wing/branch/office/unit must ensure that a proper internal control structure is instituted, reviewed and updated to keep it effective. By internal check is meant the checks on day to day transactions which operate continuously as part of the routine system whereby the work of one person is proved independently or is complementary to the work of another, the objective being prevention or early detection of errors or frauds. 

Another essential characteristic of system of internal control is the existence of skilled managerial supervision and effective reviews. 

Where the internal control / check system is adequate, the auditor can structure his work putting a lot of reliance on the system, enabling him to concentrate on more important matters. It is therefore important and essential that the auditor initially evaluate the control system in vogue and test checking a few sample transactions before coming to a conclusion regarding its reliability. If the auditor finds any weakness in internal control system, he has to recommend ways and means to improve the system. 

1.1 Adherence to the Rules and Regulations framed by the competent authority have to be watched and that there is no wasteful expenditure on any scheme, has to be ensured for the good financial health of the organization.  
1.2
Internal Inspection Branch was formed with a view to conduct internal inspections of various auditable units of DDA to see as to whether all receipts and payments have been properly accounted for and the purpose for which the money spent has been in conformity with the rules and regulations applicable in DDA.  The role of internal inspection parties is similar to that of audit. 

1.3
Before commencement of audit, the auditor has to acquitant himself with the audited unit, its objectives, its system, and the rules and regulation, procedures applicable, in order to enable him to review the transactions with real insight.

1.4
DDA prepared its first Internal Inspection Manual in 1985. This manual has been useful as a guide to the user of the manual. Now, its revision / updation is being felt and therefore, Internal Inspection Manual is revised / updated.
1.5
This audit manual does not deal with the nuances of standard auditing procedure and is not a substitute for a standard text book on the subject. What is aimed at in this manual is to bring out essentially the audit checks which an auditor should not lose sight of, in the context of the transactions. As the auditor is an accountant who conducts an official examination of the books of accounts and other records of an audited, the auditor is supposed to make himself conversant with the laid down accounting procedures and relevant Acts, Rule Books etc.   

CHAPTER – 2

2.0 General Principles and Practices of Audit

The present Audit Manual deals with the general principles and practices to be observed in regard to audit of expenditure, receipts, stores and stock of various units / branches. The directions provided in this manual are by no means exhaustive. The process of internal inspection contained in this Manual should be taken as a guide to intelligent audit and in no case should it be considered as limiting the scope of audit rigidly to the lines indicated in the Manual. It is of considerable importance that the audit checks prescribed should be observed in spirit and not merely in the letter. 

2.1
Scope of audit

Auditing has generally been associated with only accounting and financial records. The developments in the last few decades have, however, extended the scope of auditing to operations and performance. Thus, auditing is made a process by which an independent person accumulates and evaluates evidence about quantifiable information for the purpose of his reporting. The auditor shall have access to all records and documents including minutes of the meetings and resolutions of the Authority. It is, therefore, very important that the auditor is provided with all information and documents necessary for the conduct of his audit, a fact which he has to certify. 

2.2
Audit Objectives:

The broad objectives of audit are:

[i]
to provide an unbiased, impartial and objective assessment of the reliability and fair presentation of the financial activities and financial position ; 

[ii]
to provide an assessment of the achievement of economy, efficiency and effectiveness in the implementation of various activities

2.3
Audit Evidence:

The principal source of evidence for audit conclusions will be the records of the audited organization. It is the prime duty of audit to ensure that the audit conclusions drawn about the audited unit and various projects and programmes, activities, transactions, etc. subjected to audit are based on sufficient, competent and relevant evidence. Evidence must be planned, gathered and analyzed before any conclusion can be reached. This may be gathered by:

[i]
Physical observation, including joint inspection by the auditors and the executive, the resultant observations being signed by both as confirmation of performance or achievements;

[ii]
Review of documents;

[iii]
Evaluation of the quality of internal control mechanism; and 

[iv]
Interviews with executives.

In auditing, evidence may not be obtained by making independent enquiries from private individuals or members of the general public. Audit should ensure that evidence obtained from deliberations or interviews with executives is documented and signed by both the participating audit personnel and executives. 

2.4 Commonly used Audit Procedures:

Three audit procedures are commonly used to obtain audit assurances. These, which are applicable to all types of audit:

[i]
Compliance testing;

[ii]
Analytical review; and

[iii]
Direct substantive testing of transactions.

2.4.1
Compliance Testing:

Compliance testing is an audit procedure for evaluating internal control. Its objective is not to search for monetary errors, but to locate deviations from control procedures, for the purpose of evaluating the effectiveness of the internal control mechanisms. 

During the planning stage, the auditor should make a preliminary assessment of the internal controls in the audited unit and determine whether adequate reliance can be placed on the controls. If the auditor concludes that he control mechanism are reliable, actual compliance testing of the controls can be undertaken in the execution stage of audit. If, however, the auditor concludes at the planning stage itself that reliance cannot be placed on the controls, further compliance testing of the controls is not necessary. 

Based on the results of the test check, the auditor will arrive at a conclusion whether the controls are reliable and the extent of their reliability. If necessary, the auditor may also indicate loopholes in the internal control systems and suggest what additional controls could be introduced to remove such loopholes. 

2.4.2
Analytical Review: 

Analytical review is a procedure that involves analysis of significant ratios and trends including the fluctuations that are inconsistent with other relevant data or which deviate from expectations. “Expectations” in this context refer to the auditor’s expectations of what a figure in the accounts being audited should approximately be as worked out from other relevant financial and non – financial information. “The commonly used analytical review techniques are [a] comparison involving a single component; [b] comparison across components; [c] system analysis; [d] predictive analysis; [e] regression analysis and [f] business analysis”.

[a]
Comparison involving a single component:

There are two types of comparison. The first type involves comparison of the recorded value of a component with its budgeted value. The second, called, trend analysis, involves a comparison of a component’s current value with its value in previous years. This procedure may be used at both the planning and execution stages of audit. It is commonly used to analyze income statement accounts. In attempting a comparison with budget figures, it will be necessary to consider the reasonability and reliability of the budget. Following would be relevant tests in this context:

[i]
Are the budgets of the wing / department / unit etc. prepared on a reasonable basis, using reliable and adequate information?

[ii]
Have the budgets been reliable indicators of actual results in the past?

In trend analysis, it is preferable to compare figures of a few previous years than just the immediately preceding year in order to factor out any anomalies or aberrations specific to a given year. 

[b]
Comparison across components:

This involves analysis of the relationship between more than one financial statement components. This procedure is also referred to as ratio analysis. It is crucial that the definition of ratios used is consistent with that used for prior years or with that of similar entries, as the case may be.

[c]
System analysis:

This involves the identification of anomalous items within an account balance rather than a macro level analysis of the balance itself. The approach would be to scan or analyse individual entries in transaction listings so as to locate unusual entries or abnormalities.  

[d]
Predictive analysis:

This involves the creation of an expectation using not just financial data but also operating or external data, independent of the accounting system. Predictive testing can be used only where sufficient information independent of the accounting system is available. 

[e]
Regression analysis:

This is a statistical technique that creates an equation to reveal how one variable is related to one or more other variables. It is similar in principle to predictive analysis but has added mathematical rigor and objectively. It requires understanding of the statistics of complex variables and is therefore is not “user friendly” to general auditor. It requires much time for testing and is therefore mostly used infrequently. 

[f]
Business analysis:

This is high [macro] level analysis of financial statements involving critical ratios related to profitability, liquidity, financial stability, debt. etc. It is useful technique for identification of risk areas during planning and audit completion stages and also for a better understanding of operations of a particular unit. 

2.4.3
Direct substantive testing of transactions:

Direct substantive tests are those tests of transactions and balances which seek to provide evidence as to the completeness, accuracy and validity of information in the accounting or financial statement. The testing involves examination of samples of transactions or account balances and is a form of inductive reasoning where the reasonableness of the aggregate results is inferred from the evidence of reliability of the individual details that have been tested. For example, if the auditor wants to test whether purchases have been made by following the established procedures and have been accounted for correctly in the records, he may test check some purchase transactions. If the transactions tested conform to procedures and have been correctly accounted for, the auditor can infer that purchase procedure have been adhered to. 

2.5
Audit against sanctions to expenditure

2.5.1
Financial powers have been delegated to various officers in DDA as described in the Delegations of financial powers, financial rules and/or special orders issued from time to time. 

2.5.2
In audit, apart from seeing that an item of expenditure is covered by a sanction, either general or special, it has to be ensured that (a) the authority sanctioning it is competent to do so by virtue of the powers vested in it by the provisions of Rules and/or orders issued by competent authorities and (b) the sanction is definite and thus needs no further reference either to the sanctioning authority itself or to any higher authority for obtaining clarification thereon. 

2.5.3
In the audit of sanctions to expenditure, the following guidelines should be observed:-

(a)
If conditions are attached to the powers delegated to any authority, sanctions accorded under these powers can be objected to if it is found that such conditions have not been fulfilled.

(b)
It has to be ascertained that orders defining the powers of any authority in precise terms are obeyed exactly in every instance. 

(c)
It has to be watched that expenditure sanctions are not split up to avoid the necessity of obtaining sanction of a higher authority. 

2.5.4
If certain conditions are to be fulfilled before a recurring charge is to be paid, it should be seen in audit that the drawing officer has certified that the requisite conditions have been duly fulfilled. Recurring expenditure should not be incurred after the occurrence of a certain specified event, the drawing officer has to certify on the payment voucher that such an event has not yet occurred.

2.5.5
It should be seen in audit that expenditure incurred is in accordance with the sanction authorizing such expenditure.

2.6
Audit against Propriety

2.6.1
In addition to ensuring that the relevant rules and orders of competent authority have been observed and that there is no irregularity in respect of an item of expenditure, it is important to see that the broad principles of orthodox finance are borne in mind by the officers sanctioning and/or incurring expenditure. This is called Propriety Audit.

2.6.2
The following general principles which have been universally accepted as standards of financial propriety or standards of official conduct of financial administration should be applied in the course of audit:-

(1)
The expenditure should not be prima facie more than the occasion demands. Every officer is expected to exercise the same vigilance in respect of expenditure incurred from public money as a person of ordinary prudence would exercise in respect of expenditure of his own money.

(2)
No authority should exercise its power of sanctioning expenditure to pass an order which will be directly or indirectly to its own advantage.

(3)
Public money should not be utilized for the benefit of a particular person or section of the community unless -

(i)
The amount of expenditure involved is insignificant;   or

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

(iii)  
The expenditure is in pursuance of a recognized policy or custom.

(4)
No authority should sanction any expenditure which is likely to involve at a later date, expenditure beyond its own power of sanction.

(5)
The amount of allowances, 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 recipients.

2.6.3
Any infringement of the principles enunciated above should be mentioned in the Audit Report and taken up with the authorities at appropriate levels.

2.7
Audit against Rules and Orders (Audit against Regularity).
2.7.1
It has to be noted that the transactions should conform to the provisions of several Codes, Manuals, Rules and Regulations, orders and instructions issued by Government and other competent authorities and made applicable to DDA.

2.7.2
It has to be seen in audit that the transactions of audited unit as evidenced by the documents audited, are in accordance with the prescribed Code Rules, Manuals, Instructions, etc.

2.7.3
It is also important to ensure that rules and regulations are observed not merely in the letter but also in the spirit.

2.8
Audit against Provision of Funds [Budget]
2.8.1
An annual budget indicating various sources of income, anticipated income from such sources, the expenditure planned against prescribed heads of account both revenue and capital is required to be compiled. The budget so compiled must be approved by the Authority in the annual meeting, including where necessary, a revised estimate for the year in progress.

2.8.2
In audit it has to be seen that –

(i) Proper control record is kept to watch the progress of income and expenditure against funds estimated for the purpose in the approved budget.

(ii) Variations between actuals and budget provisions are examined at appropriate levels and remedial action is taken where called for and re-appropriation approved by specified authorities.

(iii) final receipt and expenditure under several heads of account at the end of the year are duly examined with reference to final appropriation and variations are brought to notice of the appropriate authority for information and regularization where necessary;  and

(iv) money expended has been applied to the services and purposes for which funds have been provided in the budget and it does not exceed the provision made therefor.

2.9
Audit of Classification
2.9.1
It has to be verified in audit that the transactions are correctly classified in the accounts under appropriate prescribed heads of accounts in accordance with the budget provision and also general rules and regulations relating to classification of transactions.

2.9.2
Audit should also see that the major, minor and detailed heads of accounts as noted in the paid vouchers are authorized heads, classified according to the provisions made in the sanctioned annual budget under ‘Plan’ and ‘Non-plan’ and the expenditure which should have been classified under ‘Capital’ section of the account has not been classified under ‘Revenue’ and vice-versa.

2.10
The completeness and accuracy of accounts is examined in audit to verify that there is proper voucher or proof of payments. Audit against provision of funds is aimed at ascertaining whether the moneys shown in the accounts as having been disbursed, were legally available for and applicable to the service or purpose to which they had been applied or charged. The objectives of regularity audit are to see whether the expenditure conforms to the authority, which governs it. Propriety audit is directed towards examining the propriety of executive action beyond the formality of expenditure to its wisdom, faithfulness and economy, and bringing to notice cases of waste, losses and extravagant expenditure. Efficiency – cum – performance or value for money audit is a comprehensive appraisal of the progress and efficiency of the execution of development and other programmes and schemes wherein an assessment is made as to whether these are executed economically and whether they are producing the results expected of them. In system audit, organization and system governing authorization, recording, accounting and internal controls are analyzed and standard of quality and performance evaluated. 

CHAPTER – 3

3.0
General principles for exercising the financial powers delegated to various functionaries in DDA

3.1.1    Source of powers:

The various functionaries in DDA have been delegated Executive / Financial Powers through resolutions passed by the Authority from time to time. These powers are absolute or exhaustive in the light of fact that powers which have been given under the provisions of any rules and / or regulations framed under Section 56 & 57 of Delhi Development Act, 1957 or the powers derived from any rules and / or orders of the Government as adopted by DDA, shall also be exercised by respective officers delegated with such powers. 

3.1.2 Section 52 [1] of DD Act, 1957 envisages that the Authority may, by notification in the official gazette, direct that any powers exercisable by it under the Act except the powers to make regulations may also be exercised by such officers or committee constituted by it under Section 5A as may be mentioned therein in such cases and subject to such conditions, if any, as may be specified therein. 

3.1.3 Having been satisfied that it is necessary or expedient to do so, the Authority by passing a resolution to that effect may:

[i]
Relax all or any provisions of delegation of financial powers in relation to any officer of the Authority;


[ii]
Delegate to any officer of the Authority, powers in addition to the powers already delegated to him;

[iii]
Reduce the powers delegated to any officer to such extent as may be specified in Authority’s resolution;

[iv]
Impose conditions in addition to those specified at the time of delegating powers; and 

[v]
Withdraw from any officer all or any of the powers delegated to him.

3.1.4 General limitation on powers to sanction expenditure:
       [i]
No expenditure shall be incurred except on legitimate objects assigned to the Authority under the Act and in the discharge of duties entrusted to the Authority from time to time by the Government.

        [ii]
An officer of the Authority may sanction expenditure only on such items and to the extent, he has been authorized to sanction under the powers delegated to him by the Authority or through further delegation of powers by the Vice – Chairman in respect of powers delegated to the Vice Chairman by the Authority as Head of the Department;

        [iii]
The exercise of powers delegated to various functionaries of the Authority is further subject to the following;

[a]
That budget provision exists in the budget estimates or revised budget estimates or funds have been arranged through appropriation duly sanctioned by the competent authority;

[b]
The expenditure should not prima-facia be more than the occasion demands;


[c]
He will be expected to exercise the same vigilance in respect of expenditure incurred from the funds of the Authority as a person of ordinary prudence would exercise in respect of expenditure of his own money;

[d]
He will not exercise his powers to pass an order which will be directly or indirectly to his own advantage;

[e]
Expenditure from the funds of the authority should not be incurred for the benefit of a particular person or a section of persons unless;


[i]
a claim for the amount could be enforced in a court of law; or


[ii]
the expenditure is in pursuance of a recognized policy or custom;

[f]
The amount of allowances granted to meet expenditure of a particular type should be so regulated that the allowances are not a source of profit to the recipients.

CHAPTER – 4

4.0 Structure of Internal Audit Branch 

4.1
Introduction:

It is a matter of great importance to verify whether the various applicable rules, regulations and procedures are being correctly followed by different sections of DDA. This responsibility is ordinarily entrusted to an independent Internal Audit Branch. The main objectives of internal audit is to test check the work done by various branches and sections of the office with a view to ascertaining the extent to which they are [i] following the prescribed procedural rules and regulations; [ii] maintaining various registers that have been prescribed; [iii] submitting various returns on the due date; and [iv] generally functioning as efficient units of the office. The Internal Audit Section should also check the quality of audit conducted and comment specifically on this aspect in its reports so that suitable measures may be initiated to improve the quality of work, wherever necessary. 

4.1.1 Arrangements for Internal Audit:

The Internal Audit should be small one consisting of carefully hand – picked personnel who, by their knowledge and experience, will be competent to scrutinize intelligently the work done in various sections of the office and can detect not only defects and irregularities but also suggest improvements in procedure and measures that should be taken to improve the quality of work. The section should be under the direct charge of Chief Accounts Officer or one of his deputies. 

The section should get the deficiencies noticed during test check rectified on the spot by providing suitable guidance to the staff. Common defects noticed in a group of sections should be circulated periodically through appropriate office so that they may be guarded against in future. It is the duty of the Internal Audit Section to see that the defects noticed are remedied by the sections concerned and that these do not recur. 

4.1.2
Internal Audit Branch - Set – up 
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4.2
Duties and functions of Internal Audit Branch [HQ]

4.2.1
Audit Planning

An audit plan is required to be prepared for effective audit. Audit Planning will be an annual exercise when the audit plan for the current year will be updated and modified keeping in view the availability of manpower resources and the priorities of audit during the year, while adding thereto a broad framework for the next year. Thus, the audit plan will be an active rolling plan. 

4.2.2 For effective implementation of the audit planning methodology, the overall audit objectives should be set out as clearly as possible at the outset. In order to achieve the objectives, as many audited units as feasible should be covered having regard to the availability of resources – human as well as financial. While identifying departments, branches, units etc. for inclusion in the audit plan, the quantum of expenditure/revenue, vulnerability to serious irregularities, and audit ability of units will be taken into account. Other units that are not considered to be vulnerable or sensitive and have not been audited for prolonged periods should be reviewed to decide as to whether such units are to be included in audit plan or not.

4.2.3 Annual Audit Plan
Early in January each year, the Internal Inspection Branch [HQ] will prepare a plan for local audit and inspections to be undertaken during the ensuring financial year based on the availability of parties during the year. The plan will be in the form of an annual programme and approved by the Chief Accounts Officer. This will be further spilt up into quarterly programmes for various inspecting parties. In addition to the units selected for audit, copies of this programme of local audit should also be sent to the Administrative Departments and the Heads of the Departments concerned.


The periodicity and duration of audit should also be reviewed from time to time so as to ensure optimum coverage with the available resources. 

4.2.4 Assignment of Programme to Field Audit Parties

It is important to plan audit programme in effective and efficient manner so as to achieve the objectives and aims of Internal Audit. Internal Head Quarter will prepare audit plan as referred to 4.2.1 above. The programme as approved by the competent authority will be assigned to field audit party.

   [i]
Advance intimation of programme:

Internal Inspection Branch [HQ] will send intimation in advance about, the specific dates on which the inspection would commence to the concerned audited unit as well as concerned field audit party.

The Internal Audit Branch [Head Quarter] would send a copy of applicable list of general records to audited unit along with notice of inspection as referred to above so that the listed records are kept ready by the date of commencement of audit to save the time. 

[ii]
All files relating to the inspection reports for the previous year and guard files etc. shall be made over to the Inspection Party before the commencement of inspection.

[iii]
To brief the Inspection Party – Field about important matters to be looked into in respect of audited unit

4.2.5 General Duties of Internal Audit Branch [HQ]

The duties of the Internal Audit Branch [HQ] will inter – alia include the following:

[i]
Study of accounting procedure prescribed for the department with a view to ensuring that they are correct, adequate, and free from any defects or lacunae;

[ii]
Monitoring of the implementation of the prescribed procedure and the orders issued from time to time;

[iii]
Security and check of payments and accounting work of the accounting units;

[iv]
Investigation of important arrears in accounting and other connected records;

[v]
Coordination with other departments / Ministry/ AG Office/CAG Office etc. regarding internal audit procedure;

[vi]
Periodical review of all issues relating to internal audit;

[vii]
Checking of maintenance of portfolio files; 

[viii]
Scrutiny of adequacy or otherwise of the existing arrangements for audit and review;

[ix]
Investigation of procedural omissions, irregularities and audit lapses; and

[x]
Submission of periodical appraisal report relating to the activities of internal audit branch to Chief Accounts Officer

[xi]
Vetting, typing, and issue of inspection reports


The list is only illustrative of duties of general nature and does not include the functional duties with regard to processing of inspection reports and follow up action. The same has been brought out suitably in Para 4.3 to 4.15.

4.2.6 Frequency of Internal Audit

The frequency of internal audit will obviously depend upon the strength sanctioned for internal audit and the number of units to be inspected in a year. However, all efforts should be made to see that the inspection of all the offices within the jurisdiction of an internal audit branch is done at least once a year. The periodicity may be increased or decreased depending upon the nature of transactions, amount of expenditure incurred, state or arrears and the general health of account of unit etc. 

4.3
Receipt of Inspection Reports

The Draft Inspection Reports after having been discussed with the Branch Officer / Divisional Officer / Officer – in – Charge concerned together with the Test Audit Note should be sent to Internal Inspection Branch [Head Quarter Office] within three days from the date of completion of audit. In case, where the discussion could not be held on the last day of audit and is deferred at the request of the Branch Officer / Divisional Officer / Officer – in – Charge, the fact should be reported to the Internal Inspection Branch [HQ] within this period and the report in question should be submitted within three days from the date of deferred discussion. 

In order to ensure timely submission of the Inspection Reports to the Internal Inspection Branch [HQ] by the field Inspection Parties, the following procedure should be followed;

[i]
The Internal Inspection Branch [HQ] should maintain a Control Register of Inspection Reports in the format as given in Appendix – 1 to Appendix – 5 to note the programme drawn up, for Internal Inspection of various Branches / Divisions / Units in such a manner that all the audits closing in a particular calendar month are put together, separate from the audits closing in another month e.g. audits closing in the month of January shall be noted separate from audits closing in the month of February.

[ii]
The register referred to above should be reviewed from time to time to ensure that all Inspection Reports are received within three days from the last day of audit or within three days of the deferred discussion. Where the Inspection Reports are not so received, reasons thereof shall be ascertained from the Inspecting Officer and steps taken to ensure early submission of the reports to Internal Inspection Branch {HQ]. The cases of delay in submitting the Inspection Reports by field Inspection Parties without adequate reasons shall be brought to the notice of the Chief Accounts Officer on the 5th of each month. 

4.4 Preliminary Examination of Inspection Reports

After the Inspection Report is diarized and relevant columns of the Control Register of Inspection Reports are completed as suggested in foregoing paragraphs, the Inspection Report shall be subjected to preliminary examination as detailed below:

[i]
All the columns of the title sheet have been properly filled in and the Inspecting Officer / AAO have signed at all places provided for in the title sheet; 

[ii]
The Internal Inspection [Local Inspection] has been carried out to the prescribed extent. In particular, it should be seen that detailed checks were exercised in respect of months shown in the Control Register of Inspection report; 

[iii]
Part – I of the Inspection Report [List of outstanding audit objections of previous years] has been correctly drawn up and is available in quadruplicate with the Inspection Report;

[iv]
Adequate reasons have been recorded for each objection as settled

[v]
All Statements, certificates, and proformas etc. as required / envisaged in the title sheet as also in all Paras of the Inspection Report have been received

[vi]
The Inspection Report has been discussed with the Branch Officer / Divisional Office / Officer – in – Charge

[vii]
A copy of the Test Audit Note containing minor objections has been made over to the Branch Officer / Divisional Officer / Officer – in – Charge of the Branch / Division / Unit inspected, where necessary, and acknowledgement thereof exists

[viii]
The Completion Memo has been made over to the Program Assistant in the Internal Inspection Branch [HQ] and has signatures obtained in token thereof on the Title Sheet against the column provided for the purpose

[ix]
All files relating to the Inspection Reports for previous years and guard files etc. made over to the Inspection Party before commencement of the inspection have been received back

[x]
List of service books checked is attached

[xi]
Certificate of losses sustained by the Branch / Division / Unit inspected is received.

4.5 Processing of Inspection Report

After conduction the preliminary examination of the Inspection Report as per Para 4.4 above, the report shall be carefully scrutinized / reviewed to see that 

   [a]
There are no blanks, omissions of any data, 

   [b]
The caption of various Paras are correct

   [c]
There are no anomalies, ambiguities, or misconstruction of sentences

   [d]
Financial implications of each objection is clearly brought out

   [e]
The Objections are financial in character

   [f]
The objections are based on financial rules / accepted cannon of financial propriety 

   [g]
The objections are based on facts and not merely on presumptions and apprehensions

   [h]
The unimportant paras which are considered fit for transfer to Test Audit Note shall be transferred to the Test Audit Note and in that case, the Inspection Report when issued should be accompanied by a supplementary Test Audit Note containing the paras so transferred

   [i]
Inspection Reports in respect of local audits of more than six days duration shall be submitted to the Chief Accounts Officer and those of a duration not exceeding six days to the Senior Accounts Officer / Deputy CAO [IA] HQ for approval. 

   [j]
After the reports are approved, they should be got typed and compared before they are signed by the Senior Accounts Officer [IA] HQ for issue to the Branch / Division / Unit inspected.

   [k]
The movement of the Inspection Reports at various stages of disposal shall be watched by keeping a record of dates in the relevant columns of Control Register of Inspection Reports

    [l]
The register shall be submitted to the Senior Accounts Officer [IA] HQ / Deputy CAO / CAO on 15th of each month with a report indicating the number of Inspection Reports outstanding at the beginning of the previous month, the number of Inspection Reports received during the month, the number of Inspection Reports issued during the month and the number of Inspection Reports outstanding as on the last day of the month indicating the reasons therefor.

4.6 Disposal of Inspection Memo

On receipts of Completion Memo in the Internal Inspection Branch [HQ] from the Inspection Party, the date of completion of audit, as envisaged in the Completion Memo shall be noted against the concerned Branch / Division / Unit in the Control Register of Audits maintained in the Internal Inspection Branch [HQ]. Every entry in the register should be attested by the Section Officer – in – Charge / AAO of the Internal Inspection Branch [HQ].

Where an Audit Party has suggested increase / decrease in the number of party days for future audit of any Branch / Division / Unit, the Senior Accounts Officer [IA] HQ shall submit the case to the Chief Accounts Officer for orders before filling the Completion Memo. If any increase or decrease is agreed to, the fact should be noted in the Control Register of Audits under attestation by the Senior Accounts Officer [IA] HQ.

4.7 Issue of Inspection Reports

After scrutiny and editing of Internal Inspection Reports by Internal Inspection Branch [HQ], the draft Inspection Report is finally approved by the Senior Accounts Officer / Deputy CAO / CAO. A copy of the Inspection Report is sent to the Branch Officer / Divisional Officer / Officer – in – Charge for necessary action and compliance. A copy of the report may also be sent to the next higher authority to bring to his notice important points which merit his consideration. 

4.8 Period for issue of Inspection Report

The Inspection Report shall be issued to the Branch / Division / Unit inspected within one month of the date of completion of audit.

4.9 Communication of serious irregularities to the higher authorities

It will be open to the Senior Accounts Officer [IA] HQ to bring to the notice of the higher authorities even in advance of issue of Inspection Report, irregularities which may be held to be so serious as to justify this course and to ask for such action as may be considered necessary

4.10 Record of outstanding Inspection Reports / Paras

In order to watch the progress of settlement of outstanding objections, each Assistant in the Internal Inspection Branch [HQ] shall maintain a register called “Control Register of Outstanding Inspection Reports / Paras” in the format given in Appendix – 1. All entries made therein shall be attested by Section Officer / AAO in token of correctness. The details of objections settled shall be kept in Part – II [Appendix – 2]. Part – III [Appendix – 3] will indicate the number of outstanding Inspection Reports / Paras year-wise against each Branch/Division/Unit Final position of Inspection Report / Objections outstanding shall be abstracted in Part – IV [Appendix – 4] which shall be submitted to the Senior Accounts Officer / Deputy CAO / CAO on 5th / 7th / 9th of each month.

4.11 Record of objections in objection book

Besides watching the clearance of objections from the Register of Outstanding Inspection Reports / Paras as envisaged in above Para, the objections which can be expressed in terms of monetary value should be recorded in Objection Book. Format is appended as Appendix – 6. 

4.12 Clearance of objections

[a]
An objection once raised can be removed from the records of objections only after the Senior Accounts Officer or Section Officer / AAO in the Internal Inspection Branch [HQ] has examined that due authority exists for the removal of the objection and put his initials against the item concerned in token of having done so. 

[b]
When an objection once raised has been withdrawn, either on reconsideration or in the light of information which was not available previously, the disbursing officer or other authority to whom the objection was originally addressed should be informed forthwith, as otherwise he remains responsible for the removal of the objection;

[c]
When the items kept under objection are adjusted by recovery or write off or otherwise, the adjustments should be posted in the adjustment register as also against the original item in the Objection Book. Each objection book should be closed in accordance with the following instructions;

[i]
The money column in the objection book should be totaled, the balances of the past month should be added, the totals of the adjustments should be made in the Adjustment Register and entered in the Objection Book and the balance struck. Section Officer / AAO will sign the certificate at the foot of the page or last page of the page of Objection Book for each month, which will be closed and balanced on 29th of the following month.

[ii]
The outstanding balances in each column of the Objection Book is to be carried forward from month to month and year to year.    Format for Adjustment Register is appended as Appendix – 7. 

4.13 Pursuance of Inspection Reports 

[i]
The Branch Officer / Divisional Officer / Officer – in – Charge is expected to furnish replies to the Inspection Report within three weeks of the receipt of an Inspection Report. In any case, the period of receipt of first reply should be within four weeks from the date of issue of Inspection Report.

[ii]
Unusual delays should be brought to the notice of the next higher officer. To expedite replies to the outstanding Inspection Reports, the following procedure should be observed by issuing reminders:

[a]
ordinary reminder should be issued, if reply is not received within four weeks of the issue of the Inspection Report;

[b]
Second reminder should be issued, if reply is not received within six weeks of the issue of the Inspection Report;

[c]
D.O. reminder should be issued, if reply is not received within two months of the issue of Inspection Report. Such reminders would be issued over the signatures of the Sr. AO [IA] HQ or the Deputy CAO / CAO;

[d]
Second D.O. reminder over the signatures of the CAO should be issued two and half months after the issue of the Inspection Report, if replies are still not received;

[e]
D.O. letter should be written to the next higher authority, if replies are not received within three months. It should be followed by another reminder after two more weeks. The D.O. will be issued under the signatures of the Chief Accounts Officer;

[f]
D.O. letter should be issued over the signatures of the CAO to the Head of the Department / Chief Engineer, if the replies are not received within six months of the issue of the Inspection Report. 

4.14 Action on receipt of replies

[i]
On receipt of satisfactory replies to the Inspection Report from the Branch Officer / Divisional Officer / Officer – in – Charge and the comments of the Controlling Officer / Head of the Department thereon, the Internal Inspection Branch [HQ] will settle the objection, in case, satisfactory reply is received and approved by the competent authority.

.
The remarks “Dropped vide letter no. _________ dated _________” should be recorded against the relevant Para of the Inspection Report, 

[ii]
If on receipt of satisfactory reply, an objection is desired to be treated as “settled subject to verification at next audit”, the number of para and the year of Inspection Report with necessary reference should be recorded and attested by the Section Officer / AAO in the Auditor’s Note Book maintained in respect of each Branch / Division / Unit and objection removed from Control Register of outstanding Inspection Reports and Objection Book. In case, compliance thereof is not found in order at the time of next audit, the objection should be added in the current Inspection Report by the Internal Inspection Party. 

[iii]
The latest action taken / reference received should be briefly indicated against each Para in the Inspection Report for the latest year in Part – I or Part – II as the case may be so as to facilitate disposal by the Internal Inspection Party at the next inspection. 

4.15 Settlement of objections in Internal Inspection Branch [HQ]

[i]
Objections of general nature relating to initial records i.e. Cash Book, Stock Registers, Log Books, Overtime Registers, and Service Books etc. where the Branch / Division / Unit has accepted the audit point of view and have intimated that necessary compliance can be verified during the course of checking of such records at the time of subsequent inspection may be treated as finally settled.

[ii]
Specific objections pointing out over payments, short / non – realization of dues, irregular payments of grants, non – utilization of costly stores, equipment and machinery, irregular purchases and other serious irregularities where the Branch Officer / Divisional Officer / Officer – in – Charge has furnished satisfactory reply, may be treated as settled “subject to verification at the next audit”. Such objections should be treated as settled for the purpose of Control Register of outstanding Inspection Reports and Objection Book. Such objections shall, however, be abstracted by the dealing assistant of Internal Inspection Branch [HQ] on a separate sheet of paper with the last column “Remarks by the Inspecting Officer” under the signatures of Senior Accounts Officer [IA] HQ. This abstract will be forwarded to the Inspecting Officer along-with other records at the time of next inspection for his remarks on each item. 

4.16 Review of objections outstanding for more than three years

All Inspection Reports and Audit Objections outstanding for more than three years should be reviewed with a view to considering as to whether the objections outstanding for more than three years which clearly ceased to be of any significance with the passage of time could be treated as “settled”. 

CHAPTER – 5

5.0 Guidelines for Internal Inspection Party – Field

5.1 Audit Objectives and Scope of Internal Inspection:

The primary objectives of inspections are:

(i) to see that the initial accounts from which the accounts rendered by departmental officers are compiled; or on which they are based, are properly maintained in the prescribed format and that financial rules and orders are being adhered to; and

(ii) to test the degree of care exercised over the accuracy of original records by the departmental authorities responsible for maintaining accounts;

this would involve, inter alia, scrutiny of instances of non – adherence to or failure to ensure adherence to the codal provisions and internal control procedures and principles, non maintenance of basic and control registers etc. resulting in fraudulent drawl of pay and allowances and contingent bills. Simultaneously, a test check should be applied to accounts, vouchers, etc. to provide the material upon which conclusions in regard to [i] and [ii] above could be reached.

5.2 Demarcation of duties:

There should be clear demarcation of duties of the personnel in the audit parties. A broad outline of responsibilities and duties of various categories of personnel in the inspection parties conducting local audit is contained in the Appendix 8.

The Audit Officer in charge of the internal inspection party is, however, not precluded from making changes in the distribution, to be indicated by him in writing, keeping in view the suitability of the individual official for performing the duties proposed to be entrusted or other relevant factors such as the absence of any members of the Audit Party. The inspection personnel should be involved in clearly defined areas of work so that their contribution in terms of quality and quantum of audit results can be identified and their accountability ensured.

5.3 Preliminary functions:

Before taking up the audit of a branch/unit, the following steps should be taken:

[i]
Study the documents in the Internal Audit Branch [HQ] relating to audited unit and make themselves conversant with its set-up, the functions entrusted to it, the system of accounts being followed therein;

[ii]
Collect the files containing inspections reports of previous years in respect of which objections are still pending;

[iii]
Collect the list of objections treated as settled subject to verification during next audit;

[iv]
Acquaint themselves with the provisions of Delhi Development Act, Rules, Regulations and Orders issued under the Act and other documents governing the functioning of audited unit;

[v]
Call on the Officer – in – charge of audited unit at the very beginning of audit and seek his cooperation in supply of records, information required for audit, provision for sitting arrangements and due facilities for smooth conduct of audit.

[vi]
Obtain in writing from the Officer – in – charge an exhaustive list of various fields of activities, schemes, duties/functions being performed and records being maintained so that all activities, functions and records are covered during internal audit;

[vii]
Acquitant himself with the audited unit, its objectives, its system, and the rules and regulation, procedures applicable, in order to enable him to review the transactions with real insight

5.4
Primary Objects and aim of Internal Inspection:

The primary objects of internal inspection are [a] to see that the initial accounts and records from which accounts rendered by the Branch Officer / Divisional Officer/Officer – in – charge are compiled or on which they are based are properly maintained in prescribed forms and that financial rules and regulations are being followed and [b] to test check the degree of care exercised by the Branch Officer / Divisional Officer/Officer – in – charge responsible for keeping the accounts and records over the accuracy of original records. At the same time, a test audit of accounts, vouchers, etc. should be carried out to provide, the material upon which a conclusion regarding [a] and [b] above may be drawn. 

5.5 An Internal Inspection Party is not merely expected to confine itself to routine audit and inspection work. It should avail the opportunity of assisting the Branch Officer / Divisional Officer/Officer – in – charge with his advice in the matter effecting accounts, budget etc. or the financial regularity of transactions. The Inspecting Officer may even offer suggestions bearing on the economy of public money and is expected to do so in all cases of superfluous clerical work connected with the accounts and audit. There are various directions in which an intelligent Inspecting Officer can find scope for his enquires. In case of a Public Works Division, he may find that there are chronic delays either in measuring work done or in making payments after measurements have been taken, and if may reasonably be presumed that such delays lead to enhancement of rates / cost of the scheme. He may notice that no attempt was made to invite competition amongst contractors or that the arrangements for giving out contracts for the works or supplies are, otherwise, so defective as to suggest that possibly the Authority may not receive full value of payment made, an examination of approved schedule of rates, or a comparative study of them, may show that the data on which estimates of the cost of work are framed for sanction of competent authority are not so satisfactory as to secure economical results.
The Inspecting Officer may observe any peculiar features of revenue receipts or expenditure of the division which may be suggestive of possible leakage of revenue realized, of untapped sources of revenues or of want of attention to economical consideration. 

 An Inspecting Officer must, however, keep prominently in his mind that primarily he is concerned with the accuracy of accounts and regularity of financial procedure and not with Administration. Suggestions which effect financial or departmental administration should not be included in a report unless the same have been discussed with the responsible departmental officer either by personally or by demi – official letter. 

The value of an audit depends largely on the intelligence and thoroughness which is brought to bear on it. 

5.6 Calling of records:

In the course of scrutiny of accounts and transactions of audited unit, Audit is entitled to make such queries and observations and to call for all records, statements, returns and explanations as it may consider relevant and necessary in the interest of proper discharge of its duties. However, all such queries and observations shall be couched in courteous and impersonal language. For calling of records, following steps shall be taken:

[i]
The records / documents/ registers / files etc. must be requisitioned in writing by Accountant/AAO or Inspecting Officer;

[ii]
The Branch Officer / Divisional Officer shall afford all reasonable facility to the Inspecting Officer  for the discharge of his functions and shall furnish all possible information and shall not withhold any information, books, or any documents required by Audit Party;


if the information, books or any document or part thereof are of a secret nature, they should be sent by name to the Chief Accounts Officer and he will deal with them in accordance with the standing instructions for handling and custody of such documents in accordance with Rule 8, 10 and 11 of General Financial Rules]

[iii]
If records are not supplied in reasonable time or if there are any other serious hindrances to the conduct of internal audit, the Inspecting Officer shall immediately report the matter personally to the next higher authority or Chief Accounts Officer followed by a detailed report in writing to the Senior Accounts Officer – Internal Audit Branch [HQ] who would take up the matter with the next higher authority/head of department for removing the hindrances or for suspending the internal audit.

5.7 Period to be covered:

Internal Audit shall cover transactions up to the month preceding the month in which the internal audit is commenced.

5.8 Extension of time:

Internal Audit shall ordinary be completed with the allotted time because extension of allotted time not only will lead to arrears in audit but also will delay the audit programme of other units;

However, where internal audit faces difficulties during the course of local audit, which are likely to cause extension of allotted time, the inspecting officer shall immediately bring the same to the notice of Sr. Accounts Officer – Internal Audit Branch [HQ] or the Chief Accounts Officer by phone following it up with a note to the Sr. Accounts Officer – Internal Audit Branch [HQ];

Audit Party should assess the work load vis – a  - vis the time allotted at the earliest occasion and where necessary, reduce the time allotted under intimation to Sr. Accounts Officer – Internal Audit Branch [HQ] or ask for extension of time giving detailed reasons for the same. As far as possible, the extension of time should be asked for within half the allotted period to enable the Head Quarter Office to take timely action;. If an extension is approved, internal audit should be competed within the extended period.

5.9 Quantum and Extent of Audit

The quantum and extent of audit applicable to various records will be approved by CAO

5.10 Method of ticking:

In auditing the accounts, all entries checked should be ticked or cross ticked by the Accountant/AAO/Auditor with pencil. They are forbidden to make notes, corrections, or remarks on any of the registers or documents of the audited branch/unit. 

5.11 Issue of Rough Audit Notes and follow up action

[i]
All objections detected during the course of local audit should be communicated to the Branch Officer / Divisional Officer/Officer – in – charge of audited unit through “Rough Audit Note” [Memoranda/ Half Margin] issued over the signatures of the Inspecting Officer/AAO. The Rough Audit Notes should be brief, precise, and to the point. They should only seek information and not suggest any conclusion or pre – disposition on the part of the local audit party. Inspecting Officer should ensure that Rough Audit Notes on all important matters received his approval. The return of these Rough Audit Notes within three days from the date of issue should be insisted upon and cases of delay should be brought to the notice of Branch Officer/ Divisional Officer/Officer – in – charge of audited unit by the Inspecting Officer promptly. 


Para for the draft inspection report should be prepared after considering information / arguments / comments advanced to the replies to Rough Audit Notes. Where no reply is received, para should be prepared on the basis of the information gathered from remarks. 

5.12 Collection of information/material:

[i]
The Inspecting Officer and the Audit Party should try to get  the information through Accounts and other Records and obtain explanation on the spot by personal discussions so that Rough Audit Notes are reduced to the minimum. The issue of Rough Audit Notes should normally be confined to confirmation of objections. 

[ii]
The finalization of material on each objection should not be postponed till the final stages of local audit as this is likely to lead to accommodation of unverified data and it may be possible to include these objections based on unverified data in the draft inspection report due to shortage of time towards close of audit.

[iii]
In case of audit of longer period, advance copy of Paras proposed to be included in the draft inspection report should be issued to the Branch Officer / Divisional Officer/Officer – in – charge from time to time so that discussions on the draft inspection report may not be postponed on the ground that officer concerned requires time for studying the report prior to discussions. 

[iv]
When statistics are given in draft inspection report, current year’s figures should also be given showing up-to-date position in addition to the figures for the year of account of which is being audited. 

[v]
The amount of over payment or other irregular paymn5s which have to be kept under objection should be worked out to the extent feasible during the inspection itself and not left to be calculated by Branch inspected and intimated to Internal Inspection [HQ} later on. The full financial implications of each objections or approximate value thereof calculated from the data in hand should be brought out in the Inspection Report to stress the significance and gravity of audit objection.

[vi]
Where important initial records e.g. Cash book, Pass books, Security Registers, etc. are  not maintained properly, the Inspecting Officer and the Audit Party besides mentioning the technical defects and shortcomings in keeping these records, should make a probe to see if the defective maintenance or non – maintenance indicate any misappropriation etc. 

5.13 Verification of compliance of previous Inspection Reports:

On commencement of an audit, it should be first be seen that ]1] all points noticed in the last report have been settled [ii] any new procedure which may have been agreed to has actually been adopted in practice [iii] all recoveries promised have been made and [iv] all documents which were promised to be produced are made available for inspection. Any item still outstanding should be disposed of in communication with the Officer – in – charge of audited unit as far as possible. If any of the points still remain unsettled, a suitable note should be appended with the Inspection Report separately pointing out the position of the unsettled items and action to be taken for clearance of the items. 

5.14 Drafting of Inspection Report:  

[i]
The inspection report should be drafted and edited by the Gazetted Officer supervising the Internal Audit. The report should be brief. Brevity should be achieved by economy of words and avoidance of repetition, transferring individual irregularities of small monetary values of little significance to the Test Audit Notes and excluding objections not fully established or objections not invoking financial or audit points.

[ii]
The report should be clear and concise highlighting the irregularities committed. Special attention should be drawn to important Para like willful and persistent neglect of duty, falsification of accounts, chaotic state of accounts etc. in a separate paragraph.  

[iii]
Use of abbreviations of technical terms should be scrupulously avoided when preparing Inspection Report as well as appendices thereto. 

[iv]
Mention of names of officials should be avoided except in the case of personal claims;

 [v]
The report should be couched in polite language. Offensive or strong words, sarcastic language etc. should on no account figure in the report;

[vi]
No supposition, assumptions or allegations should be included in the report. Only facts should be mentioned and inevitable conclusions drawn. There should be no reference to responsibility being fixed for an irregularity; it is for the administrative authorities to take action in this respect. 

[vii]
Drafting of the Inspection Report should be completed before the inspecting staff leaves the audited unit. 

5.15 Format for Draft Inspection Report:

The Inspection Report should be prepared in following format.

  [i]
Part – I


Part – I
 is to include



[a]
Introductory

[b]
Outstanding objections from previous reports. In this part, all outstanding objections should be reproduced in full along with up to date position;

[c]
Schedule of persistent irregularities;

 [ii]
Part – II 


Part – II 
should contain two sections i.e. A & B

Section – A: should include all important irregularities i.e. irregularities involving recoveries, question of violation of rules, losses etc.

Section – B:
should contain irregularities which though not major, are to be brought to the notice of higher authorities and to be followed up by the Audit Officer concerned;

Part – III - Test Audit Notes

Part – III  
should contain 

[i]
minor irregularities, schedule of items settled on spot;

[ii]
The procedural irregularities in respect of which Officer – in – Charge has held out assurances about following correct procedure in future should be noted in this schedule;

5.16 It is imperative duty of the Inspecting Officer to complete the drafting of the Inspection Report before the Inspecting Staff leaves the unit inspected. 

5.17 Discussion of Inspection Report 

5.18 The draft inspection report should be discussed on the spot with the Branch Officer/Divisional Officer/ Officer – in – charge of the Branch/ Division inspected or in his absence with his next subordinate officer in the Administrative / Technical side on the last day of the audit of the Branch/Division. Every opportunity should be given to the Branch Officer/Divisional Officer/Officer – in – charge of inspected unit to explain their point of view especially in respect of the objections contained in Part – II of the Report. All the facts and figures stated therein should be verified with the records and got expressly accepted or refuted by the Branch Officer to avoid subsequent disputes regarding the correctness or incompleteness of the facts. The pointsl of view of explanations, if any, given by the Branch Officer/Divisional Officer should be indicated against each Para.

5.19 The discussion should not be postponed and the Inspecting Officer should make prior arrangements with the Branch Officer/Divisional Officer for discussion. The request for discussion should be in writing. In case, where no time for discussion is given on the last working day, or within seven days thereof, a written intimation should be given that the Inspection Report is being finalized without a discussion and the report finalized accordingly. 

5.20 Where discussions are held, the results of discussion should be indicated against each Para of the report. Where there is difference of opinion, the reason for not accepting the view of the Branch Officer / Divisional Officer should be fully recorded against the relevant Para.

5.21 The signatures of the Branch Officer / Divisional Officer should be obtained on the original copy of the draft Inspection Report in token of his having perused and discussed the report. 

5.22 The Draft Inspection Report should be normally submitted within five days after the completion of Inspection.

5.23 Discussions on Old Objections

5.24 The Inspecting Officer should take up the discussions of old objections soon and should not postpone to the fag end of the Inspection. 
5.25 The old outstanding objections have to be pursued separately through respective reports which should not be treated as closed till the objections are settled. The outstanding unsettled objections of previous reports are mentioned in Part – I of the current Inspection Report and are intended to bring them pointedly to the notice of all concerned for expeditious disposal. 
5.26 The Inspecting Officer, while carrying forward the pending Para of the old Inspection Report, should incorporate a Para in the current Inspection Report stating that _____ Paras of the Inspection Report for the period _________ have been settled finally. The ground on which objection is dropped by the Inspecting Officer should also be briefly recorded against all Paras dropped. It should not be enough to record “Discussed and dropped”, unless minutes of discussions indicating reasons for dropping the objections are brought on record. 
5.27 Test Audit Notes

A Test Audit Note containing the minor irregularities duly signed by the Inspecting Officer / Section Officer / AAO should be issued on the spot to the Branch Officer / Divisional Officer and his acknowledgement should be obtained. A copy of the test audit notes should accompany the Draft Inspection Report sent to the Head Quarter Office [Senior Accounts Officer – Internal Audit - Head Quarter]. The Test Audit Note does not require a detailed reply but it should be verified at the next inspection regarding action taken thereon. 

5.28 The documents as mentioned in Appendix – 9 should accompany the Inspection Report.

5.29 The Draft Inspection Report to be submitted to the Senior Accounts Officer, Internal Audit [HQ] should accompany Completion Memo in the following form:

[i]
Name of the Branch / Division inspected;

[ii]
Period of Accounts covered in Audit;

[iii]
Date of commencement;

[iv]
Date of completion of Audit;

[v]
No. of working days availed;

[vi]
No. of days for which extension taken, if any;

[vii]
No. of days suggested for future Audit and reasons therefore;






[Signatures of Inspecting Officer]

CHAPTER – 6

6.0
     Auditing of Common Books of Accounts and Registers

6.1
Introductory
The nature of Books of Accounts and Registers kept in an office depends upon the nature of work, the Department / Offices / Branches have to transact. Nevertheless, every office handing cash and establishment matter is expected to maintain the initial records as laid down in relevant rules, manuals, orders etc. Apart from these, the offices working under each Drawing Officer are required to maintain registers, etc., as prescribed for the purpose of accounting for and exercising control over the several transactions. Audit Parties should, therefore, verify in the first instance, whether the Department / Offices / Branches visited by them have maintained all the registers, records, etc., as prescribed in the Rules, Codes, Manuals, Orders, etc., applicable to them. Omissions and defects, if any, should be commented upon in the Audit Reports.

There are various common books of accounts and registers which are to be seen in internal inspection. The most common records and registers which have to be scrutinized in Internal Inspection are listed in Appendix – 10. The list is illustrative and not exhaustive.

6.2
General Checks applicable to all Records: 

Audit checks generally to be exercised on common books of accounts as well as other registers, etc., kept in the offices subjected to audit are as follows:

(i)
The register is maintained in the prescribed form, page numbered and a certificate of count of number of pages is recorded under the attestation of The Head of Office on the first page.

(ii)
All the columns in the Register are correctly and properly filled in.

(iii) 
Entries of Receipts and Payments are made in the chronological order on the date and as and when each transaction takes place.

(iv)
There are no over-writings, erasures, interpolations, etc., and all corrections are properly made by drawing a line through the erroneous entry and by inserting a fresh entry under the proper attestation of the Head of Office.

(v)

Entries or pages of the Register have not been tampered with.

(vi)
Entries in the Register have been made up to date, attested by a responsible officer, closed and reviewed by the Head of Office regularly as prescribed in the relevant rules

6.3
Cash Book
6.3.1
Cash Book is a primary book of accounts and is considered to be most fundamental record and audit commences with the check of entries and posting in the cash book. The main purpose of auditing the Cash Book is to verify that:-

(i) all receipts are taken into account in full;

(ii) no improper or fraudulent payments are made;

(iii) all receipts and legitimate payments are accurately recorded; 

(iv) the balances reflected in it are worked out correctly from time to time; and

(v) payments are made to the Scheme implementing agencies

properly and promptly

6.3.2 For the purposes indicated above the Cash Book should be generally examined to ensure that it is being maintained properly in the prescribed form and arrangements for obtaining cash, its custody, payment and accounting of cash transactions are in accordance with the relevant rules. The following points are to be covered during this examination:-

(i)
Adequate security as envisaged in Rule 270 of GFR from the cashier has been obtained, accepted by competent authority and documents relating thereto are kept in the safe custody of the office. [Rule 275 and 277 of GFR]

(ii)
Moneys received / recovered as revenue and creditable to the Authority’s Funds are remitted / deposited in full into the account of Authority in Bank without undue delay and without appropriating them to meet departmental expenses.

(iii)
The Authority’s Money is kept in strong treasure chests secured by two locks of different pattern. All the keys of same lock shall not be kept in one person’s custody. As a general rule, keys of one lock shall be kept apart from the key of other lock in the custody of different official. [Rule 109 [1] CTR]

[iv]
Details of unspent / undisbursed balances in hand are shown when closing the Cash Book at the end of each month and should not include transactions which are more than three months old. Heavy cash balance, which is not required for immediate disbursement, is not kept on hand at any time. [Rule 283 CTR]

(v)
No money is drawn from the Bank in advance of requirements or in anticipation of demands or to prevent lapse of budget grants [Rule 290 – CTR]

(vi) 
Advances paid for departmental purposes do not remain unadjusted for unduly long periods for want of accounts supported by vouchers or refunds, as the case may be


[Rule 668 – CTR read with Rule 257 – GFR]

(vii)
Cash Book is closed at regular intervals.

[viii]
At the end of each month, the cash book is closed and the cash in chest is verified by the Officer-in-Charge of the Cash Book who should mention in his own handwriting over his dated signature, cash actually found at the time of verification and whether the same tallies with the balance appearing in the Cash Book. Any discrepancy coming to notice is dealt with as per prescribed rules.

(ix)
Totals of the Cash Book if not checked by the Officer-in-Charge of the cash, are verified by an official / a responsible subordinate other than the writer of the Cash Book  In token of such verification, the official should certify "Totals Checked" over his dated initials in the Cash Book. [Rule 77 CTR]

(x)
Private cash (collection of Co-operative dues, etc.,) is not mixed up with the regular cash balance of the Authority.

(xi)
No money paid to an employee is charged off in the Cash Book, unless it is in settlement of a personal claim and it is ensured that such employee remains accountable for the money received by him till he renders accounts for the same.

(xii)
Accounts of imprests and temporary advances, if any, are regularly closed and rendered promptly every month and the recouping officer properly verifies them before recouping. When the Cash Book is closed at the end of the financial year, permanent advance is fully recouped and accounted for in the main cash book.

(xiii)
On the first day of audit of unit handling cash transactions, the cash balances should be got verified in the presence of the officer in charge of the audit party and the results recorded in the cash book. Shortcomings, (shortage or surplus) if any, noticed in this regard should be brought out in the Audit Report.

(xiv)  The instructions issued by the Finance Member, DDA vide Circular No. FE [1 [87]/79/ dated 21.02.1979 should also be taken care of.  

6.3.3       Detailed Examination of Cash Book for selected Month [s]

Detailed examination of Cash Book involves complete checking of Cash Book, entry by entry, both on Receipts and Payments Side, with reference to vouchers, orders of sanctioning authority, bill register, counterfoils of receipts, acquitance and Bank Challans. 

Apart from the general scrutiny as above, detailed check of transactions relating to the month or months selected for such check should be done as follows:-

(i)
All receipts of cash as shown in the counterfoils of receipt books as well as cash received from the Bank and other receipts in the form of cheques, cash or bank drafts, etc., are traced in the Cash Book under the respective dates and with correct particulars, on the Receipts side.

(ii)
All receipts which are remitted into the Bank were so remitted without any delay. Cash receipts are not diverted to meet expenditure other than that, if any, authorized.

(iii)
Remittances into Bank are supported by the entries in the Bank Pass Book / Remittance Register, in original challans duly receipted by the Bank for the amounts shown in the Bank Pass Book / Remittance Register and in challans and Cash Book.

(iv)
Payments made are supported by proper vouchers complete in all respects.

(v)
All transactions of Receipts and Payments are recorded as soon as they occur and attested by the Head of office / Drawing and Disbursing Officer

(vi)
Totals are correct and all balances have been worked out correctly

(vii)
Permanent Advance, if any, held is accounted for in a complete manner in the Cash Book, clear details of cash on hand and un-recouped vouchers are recorded.

(viii)
Expenditure has not been incurred in excess of the permanent advance by using departmental receipts or other unspent balances of amounts drawn from the Bank / Treasury for a different purpose.

(ix)
Where subsidiary Cash Books are maintained, the transactions therein are duly taken over in the main Cash Book or a system exists where balances of all Cash Books are consolidated and reconciled. 

(x)
The Receipts and Payments Sides of the Cash Book [Bank Column] compare with the credit and debit sides of the Bank Statement of Account or of the Bank Pass Book as the case may be and difference, if any, are explained in the Bank Reconciliation Statement drawn at the end of each month. 

[xi]
Apart from checking of the totals of selected month / months, the opening balances should be checked to see proper carry over from closing balances of the previous month and that of the closing balance of month [s] selected for scrutiny to the next month. 

6.3.4 An intelligent review of the Cash Book entries and the Expenditure statement has to be conducted. Transactions involving heavy expenditure may be identified for a thorough check with reference to the office files, notings, sanctions issued by competent authority etc., connected with such transactions. Further, if any serious irregularity comes to notice during detailed check of Cash books and transactions for the selected month / months, the scrutiny should be extended to transactions of other months also. 

6.4 Cheque Books

In case of Units / Branches draw money by cheques and operates the Bank Account, the following checks should be conducted:

[i]
It should be seen that instructions laid down in the relevant rules in Central Treasury Rules are being followed;

[ii]
The cheques are not signed by the Drawing Officer unless required for immediate encashment or delivery to the person concerned;

[iii]
The amounts of cheques are written in words and figures, on the counterfoils and that the counterfoils are initialed by the person authorized to sign the cheques;

[iv]
The counterfoils also bear the date of issue of cheques;

[v]
The cheque books are kept in safe custody, stock of books properly accounted for and the procedure for issue of cheques as laid down is duly observed.

6.5 Bank Reconciliation

The following points should be seen in audit:-

(a)
Inter bank transactions are not resorted to i.e., from one bank account to another bank account. These transactions, if any, should be scrutinized carefully to ensure that such amounts have been utilized properly and recouped within a reasonable time and that such inter-bank transactions are authorized by the competent authorities.

(c) 
Undue and heavy withdrawals of money on self cheques should be particularly scrutinized. The transactions connected with such withdrawals should be verified in detail with reference to vouchers / records in the office to make sure that services rendered and / or supplies made as recorded in the documents and registers have been actually and properly accounted for and represent real transactions relating to the activities (schemes or general purposes) of the PRI. Similar verification should be conducted in respect of cheque payments involving large amounts.      


6.6            Checks to be undertaken


It has to be seen in audit that 

(i) action has been taken at the end of each month to agree the Bank balance with the Cash Book balance;

(ii) proper action has been taken to reconcile the differences between the two balances and to clear the old differences expeditiously;    

(iii) In particular, for all payments in the Bank Pass Book there are corresponding entries in the Cash Book duly supported by proper vouchers and cases of absence of payment entries in the Cash Book and vouchers are promptly investigated in detail. Similarly, cases of remittances to Bank as shown in the Cash Book, not found in the Bank Pass book should also be investigated thoroughly. 

(iv) Further, it has to be ensured that comments about arrears in Bank reconciliation highlighting possibilities of misappropriation and frauds and the risks involved due to non-reconciliation / delays in reconciliation and the procedural deficiencies and lapses are highlighted in the Audit Reports. 

(v) It should be ensure that wherever warranted, Audit Report should contain a clear comment that the bank / cash balances as revealed in the books of account could not be verified and their accuracy ensured in audit due to such non-reconciliation and non-production of relevant records.

6.7             Treasury / Bank Challans: 

The following points should be seen:-

(i)
The Challans are presented to the Bank / Treasury in the prescribed form and prepared in accordance with the instructions issued in this behalf indicating full particulars of the remittances;

(ii)
There is a legible receipt for the amount received by authorized officials of the Treasury or the Bank, his official stamp is affixed and the amount receipted tallies with the amount for which the challan was prepared.

(iii)
The entry in the challan has not been tampered with and the amount is written clearly both in words and in figures to prevent the possibility of fraudulent interpolations.

(iv)
The signatures of the Bank or Treasury official signing the receipt on the challan should be compared with those on other challans. If they differ, reasons for the same should be ascertained.

6.8
      Security Deposit:


It should be seen that:-


In addition to the security to be provided as envisaged in Para 6.4, every official whether Gazetted or Non – Gazetted, who is entrusted with the custody of stores, unless exempted under provisions of Rule 272 of General Financial Rules and private persons or a firm contracting with Govt./DDA to supply stores or to execute a work, unless exempted by orders issued with the prior approval of the Ministry of Finance, furnishes an adequate security envisaged in Government of India Decisions below Rules 270 and 273 of General Financial Rules. 

(i)
Security in the proper form and for the prescribed amount has been furnished by officials dealing with cash or stores and by contractors and suppliers who are engaged to execute a work or effect supply of stores to the office;

(ii)
Security Bonds in the appropriate form have been executed by the persons concerned;

(iii)
Securities such as Savings Bank Pass Books, Fixed Deposit Receipts, Bank Guarantees etc., have been duly hypothecated in favour of the Head of Office;

(iv)
Conditions attached to the security are being fulfilled by the persons concerned and requisite action is taken promptly by the Head of Office in case of any infringement of any of the conditions;

(v)
Validity periods of securities, such as Bank Guarantees, furnished are in accordance with the requirements of contract, supply order, etc., and prompt action is taken by the Head of Office to get them renewed whenever necessary;

(vi)
Securities and Security Bonds are kept in safe custody and are released only after the purpose for which they have been obtained is served and with the prior approval of the competent authority; and

(vii)
The title of the person concerned to the Security Deposit is absolute

6.9
Register of Security Deposit:


The Register of Security Deposits is to be verified to see that (a) entries relating to the receipt and disposal of deposits since last audit have been correctly made with attestation of the Head of Office; (b) acknowledgments of parties have been obtained when Security Deposits have been returned and (c) physical verification of Securities is conducted every year by a responsible officer with reference to the entries in the Register and a Certificate of Verification recorded in the Register over the dated signature of the verifier.


6.10
       Bill Register
A Bill Register in the prescribed form [TR – 28] is usually maintained by every officer authorized to draw money on bills signed by him. in examining the Bill Register, the following points should be seen :-

(i)  It is maintained in the prescribed form and all the columns provided therein are properly filled in;

(ii)
All bills drawn are entered chronological order, date-wise in the register, the entries being duly attested by the drawing officer. No bill escapes entry in the Bill Register;

(iii)
The dates of encashment of bills and the amount of the bills are correctly traceable in the Cash Book;

(iv) Corrections of the amounts disbursed in respect of each bill for Pay & Allowances should be checked with the amount remaining undisbursed relating thereto as per details in the register of undisbursed Pay & Allowances maintained in Form TR – 71;

(v) When the bills are endorsed to parties a note to that effect is made;

(vi) Reference to the voucher (number and date) is given in all cases;

(vii) When bills are cancelled, a note to that effect is made in the Register;

(viii) The Register is reviewed monthly by a Gazetted Officer and results of the review are recorded therein [Note 2 and 3 below Rule 283 – CTR Volume 1]

6.11
Contingent Vouchers and Register

       [A]
Contingent Vouchers:

Every payment of a routine nature for the day to day functioning of the office, such as stationery, postage, maintenance, running of vehicles, purchase of uniforms to staff, cartage (transportation), entertainment expenses etc., fall under the category of office contingencies. 

Contingent Vouchers should be audited in accordance with the instructions contained in Rule 205 to 211 of Central Treasury Rules. 

It is necessary to see in audit that:-

(i) proper record of expenditure under each category is kept;

(ii) expenditure is regulated according to prescribed scales;

(iii) there exists adequate justification for abnormal increase, if any, in expenditure under any category;

(iv) control over the expenditure is vested in certain authorities and they have performed their assigned duties adequately;  and

(v) Procedure, if any, prescribed to be followed before incurring any contingent expenditure is observed.

(vi) All sub – vouchers to the bills relating to the selected month [s] as are not submitted with accounts are made available to Audit;

(vii) The rates paid agree with those shown in the contract or agreement made 

(viii) Every voucher bears pay order signed or initialed by the Drawing Officer, specifying the amount payable both in words and figures and that all pay orders are signed;

(ix) All vouchers bear dated acknowledgement of payment made [Rule 205 – CTR]

(x) Where acknowledgements of payments are received in advance and the actual payments are made subsequently, separate acknowledgements of payees are obtained at the time of payment. Such subsequent acknowledgements need not be stamped, if the acknowledgements already obtained are stamped; 

(xi) Receipts for all net payments exceeding Rs.500/- are stamped unless exempted from stamp duty;

(xii) Where a single stamped receipt is obtained from a payee in acknowledgement of payment against more than one voucher at a time, a reference is given on al concerned vouchers and the total amount of all such vouchers agree with the amount for which acquitance is obtained [Note below Rule 205 - CTR];

(xiii) Where pay has been drawn on bills for contingent charges, acquitances are traceable in the office acquitance not [Rule 292 – CTR];

(xiv) All paid vouchers and sub – vouchers are stamped “Paid” or are so cancelled that they can not be used a second time. Stamps affixed on vouchers are also cancelled as that they may not be used again [Rule 209 & 211 – CTR];

(xv) Cash memoranda from tradesman are not taken as sub – vouchers unless they contain an acknowledgement of receipt of money from the persons named therein and with stamp affixed where amount paid exceeds Rs.500/-. In case, where acknowledgment can not be obtained, the cash memoranda shall be stamped “Paid” and initialed by the Drawing and Disbursing Officer;

(xvi) All vouchers for purchase of stores bear certificate by the competent authority regarding entry of stores in Stock Register indicating page no. of the stock register. Such vouchers also bear certificate of the competent authority to the effect that the quantities of stores received are correct, their quality good, and they were according to the approved specification, where prescribed [Rule 106 – GFR];

(xvii) There are no erasures, overwriting or alterations of total amount of the bills written in figures or words. Corrections, if any, are properly attested by the Drawing and Disbursing Officer and the amount of bills tallies with the actual payee’s receipt;

(xviii) Suitable notes regarding payments having been made on various sub – vouchers are also kept on the relevant original indents and / or invoices/bills to prevent double payments;

(xix) The details given in the vouchers agree with the concerned records, if any, maintained by the department;

(xx) Where sales tax or any other statutory tax has been paid, it was payable on the stores purchased and the provisions of sales tax / statutory tax are in accordance with the specific provisions of the Act and the amount paid was correct;

(xxi) Records of following items relating to contingent expenditure should also be scrutinized in accordance with the rules, orders, restrictions or scales laid down subject to which such expenditure can be incurred;

[a]
        Repairs of Bicycle for office use

[b]
         Conveyance Charges;

[c]
Repairs of type – writers, calculators, electronic machines, computers, photographic equipment, duplicating machines, clocks, and other fixtures; 

[d]
Hire of office furniture, electric fans, heaters, coolers, call bells etc.

[e]
Rent of Accommodation for Office / Residential;

[f]
Staff paid from contingencies;

[g]
Purchase of stationery items;

[h]
Entertainment / light refreshments; 

     [B]
       Contingent Register:

The following points should be seen when checking the Contingent Register:-

(i) The register is maintained in the prescribed form;

(ii) All bills for contingent expenditure drawn are entered in register;

(iii) Amount of each sub – voucher is correctly entered in the column provided for the head of account to which it relates; Entries are correctly made under the sub-heads of charges

(iv) Each entry is supported by a voucher and attested by the drawing officer.

(v) Appropriation for each head of contingent expenditure has been noted on the top of the column allotted to it;

(vi) Entries are made in the contingent register on the date of payment, the name of payee and the number of sub – voucher are suitable written up;

(vii) The total of entries of sub-vouchers agrees with that of the Contingent Bill drawn.

(viii) The progressive total expenditure from month to month during the year, under each head of classification does not exceed the allotment noted at the top of the respective columns.

(ix)        The totals of the bills drawn are correctly worked out;

(x)        All charges adjusted by Book Adjustment under Rule   316 of Central Treasury Rules are also included;

(xi)        Total expenditure during the year under each head of accounts does  not exceed the allotment noted at the top of the respective column [Rule 298 to 301 – CTR]

(xii) In the case of bills for purchase of stores, the articles detailed in the bills have been correctly taken to the Stock Register concerned.

(xiii) Payments made for stores have been noted in the indents and invoices concerned to prevent any double payment.

(xiv) When wages payable to labour or casual workers have been drawn on contingent bills, wages payable have been correctly calculated and proper acknowledgements have been obtained from the payees in the acquittance rolls.

(xv) The flow of expenditure is even and that if expenditure is unusually heavy towards the end of the year, it has not led to financial irregularities.

(xvi) No money is drawn from the bank / treasury unless it is required for immediate disbursement.

(xvii) All charges incurred have been drawn and paid promptly and they have not been held over to be paid from the grant of the next year.

Points, if any, referred by the External Audit [Accountant General – Audit] for local verification of discrepancies in the bills should be carefully examined to ascertain the correct position and to detect serious irregularities, if any, under audit.

6.12
Muster Rolls


The points to be covered in audit of Muster Rolls are as follows :-

(i)
Muster Rolls in the prescribed form are used.

(ii)
Record of employment on specified jobs and record of performance of the specified job are available;

(iii) Attendance is taken daily and a daily labour report is sent from the field to the office and supervision over the work is adequate;

(iv) Record of attendance is checked periodically, by a responsible officer inspecting the works on which the labour is employed and assessment of work done visa-vis the expenditure incurred is made;

(v) Disbursements are not entrusted as a rule to officials of low standing;

(vi) Father's name and name of village are noted in respect of each person, wages payable are correctly worked out and payment is properly acknowledged.

(vii) As far as possible, the officer disbursing the wages should be different from that controlling the labour;

(viii) A record is kept of the progress of work done by labour and its cost does not exceed the value at current rate and expenditure has been correctly apportioned between capital and revenue;

(ix) If the cost of work done through labour is excessive, the reasons for the same are looked into for exercising closer / stricter financial control;

(x) Labourers paid from muster rolls were not engaged on any work other than that for which they were employed; and

(xi) The work on which employment was made necessary and time taken for its completion was reasonable.

6.13
Stamp Account: 


Stock Account of Postage stamps should be scrutinized to see that

(i) Opening Balances of stock have been correctly carried out from previous month or months and that the totals and closing balances have been correctly worked out during the selected month [s];

(ii) The account has been maintained properly bringing to account all receipts and issues and totals and balances have been correctly worked out;

(iii) Physical balance has been verified periodically and agreed with the book balance and a certificate by the competent authority is recorded to this effect;;

(iv)   Stamps have been used strictly for official purposes. All issues / consumptions relating to registered letters are supported by postal receipts;

(v)   Where stamps are issued in bulk to branches / sub – offices of the same office for use,  proper accounts thereof are rendered by such branches / sub – offices; 

(vi)    Expenditure on telegrams is not excessive;

(vii)    Where the consumption of stamps is on high side in an office, use of franking machine may be suggested to obviate misuse of private postal stamps; 

6.14
Stationery Register: 


Stationery Register is also subjected to same local audit checks as are applicable to any other stock registers of consumable stores. However, following points should be seen during Internal Inspection.

(i)
All purchases of stationery shown in the indent are traceable with the receipt entries of this register in respect of the months for which detailed check is being conducted;

(ii)
Totals and closing balances are correctly worked out;   and

(iii)
All issues are bonafide and there is no evidence of any tampering of entries.

6.15
Register of Forms: 

While scrutinizing the Register of Forms, special care should be taken in scrutiny of saleable forms to ensure that no such forms are issued without realization of cost thereof which should also be traceable in the Cash Book.


During scrutiny of this Register –



(a)
The receipt entries should be checked with the indents;



(b)
Correctness of issues should be test checked;

(c)
A percentage of totals and closing balances should be verified;      and


(d)
The receipts and issues of saleable forms, (such as tender documents) license forms or receipt forms should be checked very carefully.

6.16
Maintenance of Log Books for Vehicles and other Records


It should be verified that in respect of vehicles attached to the office, the following records are maintained:-

(a)
Log books in the prescribed form.

(b)
A record of repairs and replacements indicating the cost and the dates on which they have been carried out and of spare parts;

(c)
A register showing cost of petrol, diesel, oil, etc., consumed and all incidental expenditure.

(d)
An inventory of accessories, tools, spares parts, etc.

6.17
Scrutiny of Log Books and other records

The following points should be seen in audit:-

(i)
The entries in the log book and other records are made in ink and there is no tampering of the entries.

(ii)
The kilometer readings at the start and at the completion of each journey are noted by the officers using the vehicles in their own handwriting or by other subordinate officers duly authorized to authenticate the entries.

(iii)
The purpose of the journey is noted clearly to indicate that journeys are official and also marked as 'Official' and signed by the officer using the car, van or jeep.

(iv)
The log book is scrutinized by the controlling officer once a month to ensure that there is no misuse of the staff car and that officers who used the staff car have made the necessary entries in the log book. A certificate to this effect is recorded in the log book by the officer authorized to scrutinize it every month.

(v)
The log book is closed at the end of each month and a summary showing details of duty and non-duty journeys performed during the month is prepared in the prescribed proforma.

(vi)
The staff car is used for bonafide official duties as specified in staff car rules and its use for non-official journeys is allowed to a limited extent as permissible under rules without detriment to official work.

(vii)  All official journeys outside the Head Quarters are supported by written sanction of the Vice Chairman;

(viii) All private [Non – Duty] journeys where allowed are charged at the rate fixed for the purpose and the charges at these rates are recovered correctly and promptly from the concerned persons for the entire distance traveled [for the distance covered by staff car from the time, it leaves office / garage till it returns to office / garage]

(ix) The Staff Car is not used for non – duty purposes to places of entertainment, public amusements, parties and pleasure trips etc. and by officers on leave;

(x) Sanction of the competent authority is invariably obtained for all cases of replacement of staff cars and for the purchases of new staff cars;

(xi) The mileage covered per litre of petrol / diesel is within the mileage prescribed for the staff car; 

(xii) Proper control is exercised over consumption of petrol, diesel, etc. The average K.M. run per liter of fuel is worked out every month and it compares favourably with the optimum prescribed average consumption. In case consumption is more than the average, reasons for the same are investigated and suitable remedial measures are taken;

(xiii) Records of repairs and replacements should be intelligently examined to see that:

[a]
       The cost of repairs and replacements is not on the high side

[b]
The replacement of same part is not repeated in quick    succession; 

[c]
Reasons for frequent repairs / brake down of staff car are not such as to indicate negligence of the drivers or laxity of control; 

[d]
The old parts which have been replaced have been returned by the workshop and taken on stock. A certificate in this regard is recorded on the bills for repairs by the officer while verifying the bill for payment;

[e]
The cost of repairs and replacement of parts is not so high as to make the maintenance of the staff car uneconomical as in that event it would be in financial interest to condemn it for disposal;

(xiv)
All bills paid towards the cost of P.O.L are entered in the Register of P.O.L.

(xv)   The entries made in the Register of P.O.L. agree with those made in the P.O.L. Account maintained in the log books.

(xvi) The accessories, tools and spare parts are kept on record immediately on their purchase and the entries are verifiable from the relevant vouchers.

(xvii) It should be checked that inventory of the spare parts and other accessories received along with the staff car at the time of purchase is maintained and checked by the controlling officer every month and losses, if any, due to negligence or fault are promptly recovered’

(xviii) The stocks of accessories, spare parts, etc., are physically verified once a year by a responsible officer with reference to the inventory and a certificate of verification recorded. Any shortage coming to notice is promptly enquired into and is got replaced or its value recovered from the person responsible for the shortage. The Stock verifier should also verify whether the accessories, spare parts, etc., are in good and useable condition;

(xix) The total quantity of petrol issued during the month does not exceed the limit prescribed;

(xx) Advance paid to the petrol pump owners for issuing petrol to the Authority on credit is duly adjusted as and when the arrangements with the Petrol Pump is terminated;

6.18
Stores and Stock Accounts

The stock accounts can relate to –

(i) articles procured for consumption of office;

(ii) articles retained permanently for official use;

(iii) plant and machinery;

(iv) equipments;   and 

(v) articles procured for distribution among beneficiaries of schemes etc.

[a]
 It should be seen in Internal Inspection that departmental regulations governing purchase; receipts / issue, custody, condemnation, sale and stock – taking of stores are well devised and properly carried out. Important deficiencies in quantities of stores held or any grave defects in the system of control detected in audit are brought to notice.

[b]    The transactions relating to purchase, receipt and issue, and sale of stores relating  to  the  selected  month / months  should  be  checked  in  detail  apart  from (a) a general review of all the transactions for the period covered by audit and (b) ensuring compliance with the other rules relating to stores accounts (e.g. custody, stores verification, etc.).

6.19
        Scrutiny of Stock Books / Accounts:

The principal points to be looked into in auditing the stock books / accounts of consumable / non – consumable stores are to see that:

[i]   The stock books are maintained in the forms prescribed by the competent authority;

[ii]
The pages of stock books are machine numbered and a certificate of page count is accorded therein by a responsible officer;

[iii]
The closing balance of previous year have not been tampered with and carried over to the current year;

[iv]
All stores when received are examined, counted, measured, and weighed as the case may be before delivery is taken and are entered in the appropriate stock register after verifying that quantities are correct, their quality is good, and they are according to the specification where described;

[v]
Full particulars of all stock articles are entered in the stock register as are sufficient to identify the articles;  

[vi]
That articles of similar nature such a s tables, carpets etc. are put into separate categories, each category comprising articles of the same measurement, make, and manufacture with the same metal or wood or other materials; 

[vii]
For stores transferred to other branches/departments, there are proper acknowledgements;

[viii]
Distribution of various items of stock, as shown in the stock register compares well with the inventories of stock maintained of the corresponding officers or sections;

(ix)
Where according to the rules made of the competent authority, articles of dead stock are lent to contractors or others on hire, hire charges are determined under those rules are recovered regularly;

(x)    Periodical verification / valuation/inspection are duly carried out 
and certificates to that effect are recorded in the stock registers.

(xi)
Balances of articles are not held in excess of requirements for a reasonable period or in excess of any prescribed maximum limit;

[xii]
Excesses noticed in the course of physical verification are brought to account immediately so that stores account may represent true state of stores;

[xiii]
Storage and damages as well as unserviceable stores are reported immediately and investigated in accordance with the rules and written off where necessary by the competent authority. Pending write off the items in question should not be removed from stock book / account;

[xiv]
Stores found surplus, obsolete or unserviceable in the course of inspection are declared as such and are ordered to be disposed of by an authority competent to do so indicating the manner of disposal. Proper records for all such stores are also maintained for watching disposal thereof and that there has been no undue delay in their disposal in the manner stipulated by the competent authority;

[xv]
When the store found surplus, obsolete or unserviceable are disposed of, the instructions laid down in Rule 124 of GFR are followed;

[xvi]
Totals and closing balances have been correctly worked out and there are no erasing / overwriting;

[xvii]
Stores acquired / purchased are utilized within reasonable time and for the purpose of which they were purchased / acquired;

[xviii]
All issues of stores are supported by requisitions and indents in the form prescribed by the competent authority and duly authorized by the authorized indenting officer;

[xix]
All stores are issued under the orders of the Officer – in – charge of stores;

6.20
Purchase of Stores:


The following points should be seen in internal inspection:-

(i)
Purchases are properly sanctioned, authorized and are made economically and necessity for the purchase is established;

(ii)
When purchasing from contractors, an open competitive tender system is adopted;

(iii)
The purchase is made from the lowest tenderer;

(iv)
In case the lowest offer is not accepted, reasons are recorded for rejecting it and for accepting the higher tender;

(v) The rates paid agree with those shown in the contract / agreement made for supply of store;

(vi) Before making payment, certificates of satisfactory quality and correct quantity of supplies and also prescribed certificates in respect of Sales Tax are recorded on the bills by the officers concerned;

(vii) When advance payments are made in special cases with proper sanction prior to receipt of stores, proper safeguards have been taken to protect the interests of the department and the advance is adjusted only after ensuring the correctness of quality, specifications and quantity of stores received;

(viii) Purchase orders have not been split up to avoid the necessity of obtaining the sanction of higher authority, taking into account the total amount of the different orders for the same article issued on the same day or at short intervals;

(ix)
Conditions, if any, stipulated in the contract or supply order are fulfilled by the supplier before the bill is passed for payment;

(x)
Purchases have not been unnecessarily made merely to avoid lapse or surrender of budget allotments and items are actually utilized for the specified purposes;

(xi)
Purchase of a particular item of stores is justified with reference to the existing stock position of that item and its probable consumption or use in the near future, as the activities of the institution would indicate and excessive accumulations are avoided.

(xii)    Audit may call attention to uneconomical purchases of stores and to any losses, which may be clearly and definitely attributed to the defective or inferior nature of stores which were accepted and certified to be satisfactory in quality;

(xiii)
The sanctions for write off of stores accorded by the competent authority should be scrutinized and bring to the notice any defect of system which appears to require attention;

(xiv)
Overstocking of stores for considerable period is not resorted to. It should be seen that measures are taken to survey, segregate and consider the disposal of unserviceable, surplus and obsolete stores in accordance with the prescribed procedure;

(xv)
Proper stock taking of articles in stock is being done by a responsible officer to verify the quantity balances in books and the system of such stock taking in adequate and proper manner. The discrepancies found are properly investigated and adjusted;

(xvi)
Where the priced accounts are maintained, it should be seen that:

[a]
The stores are priced with reasonable accuracy and the rates initially fixed are reviewed from time to time or co – related with market rates and reviewed where necessary;

[b]
The value accounts of stores tally with the outstanding amount in general accounts;

[c]
The numerical balances of stock materials are reconcilable with the total of the value balances in the accounts at the rates applicable to different classes of stores and

[d]
Steps are taken for the adjustment of Profits and Losses due to revaluation, stock taking or other causes and that these are not indicating of any serious disregard of rules;  

6.21
  Stock Inventories:

It should be verified that the inventory in an office is commensurate with its requirements and there is no unnecessary accumulation of stores. Cases where stock balances of articles are heavy and far in excess of the normal consumption or requirements for a reasonable period should be looked into to find out the reasons for the same.

6.22     Sale of Stores:-  

             It should be seen that:-

(i)
Stores are sold only with the prior approval of the competent authority;

(ii)

Sale price of an article is fixed with reasonable accuracy;

(iii)
Selling rates are reviewed periodically and revised, if necessary, after comparison with the market rates;

(iv)
Survey Report is approved by the competent authority before unserviceable stores are sold; and

(v)
When stores are sold by public auction, there are documents to prove that sufficient publicity had been given notifying the sale that auction was conducted properly, that they have been sold to the highest bidder, and that auction records have not been tampered with.

6.23
Idle Machinery:-  

The following points should be seen while examining why any machinery is idle:-

(i) Date of purchase or receipt of the machinery and its original cost.

(ii) The period for which it is idle and the reasons therefor and whether the defects have appeared during the guarantee period offered by the suppliers.

(iii) The estimated cost of major or minor repairs required to make it serviceable.

(iv) Reasons for not taking up repairs promptly.

(v) Expenditure already incurred on repairs and replacements since the date of its acquisition.

(vi) Expenditure incurred on idle crew during the period of idleness of machinery, if services of such crew have not been utilized elsewhere.

(vii) If the machinery were absolutely needed for the day to day working of the office, what alternative arrangements have been made in the absence of the machinery and at what cost.

(viii) If the machinery has outlined its utility or if the estimated cost of repairs is found to be too high, whether it would not be prudent to dispose of it, after technical investigation and after condemnation by the competent authority.

6.24 Priced Store Accounts:

Where under rules, priced accounts are maintained, it should be seen in internal inspection that:

[i]
Stores are priced with reasonable accuracy and rates initially fixed are reviewed from time to time, are corrected with market rates and revised, where necessary; 

[ii]
Steps are taken for adjustment of profits or losses due to revaluation, stock taking, or other causes, and that these are not indicative of any disregard to rules;

[iii]
The value accounts tally with the accounts of works and of departments connected with store transactions, the total of the valued account tallies with the outstanding amount in the general accounts and that the numerical balance, of stocks materials is reconcilable with the total of value balance in accounts at the rates applicable to the various classes of stores;

6.25
Physical Verification of Stores:-  

Apart from verifying that procedure prescribed for stock verification is adequate and is duly observed, the following points should be seen in audit :-

(i)
Physical verification of stores is done annually and ground balances are checked with the Book balances of all the items in stock.

(ii)
The verification is done, as far as possible, by an officer who is not connected with the custody of stores or with the maintenance of stock accounts.

(iii)
Results of stock verification are properly recorded by the Verifying Officer in the Stock Registers or Ledgers.

(iv)
Discrepancies found on stock taking are promptly investigated and set right.

(v)
Clear cases of shortages are pursued vigorously and their values made good from the persons responsible for the shortages and disciplinary action is initiated against the persons concerned for shortages and discrepancies, wherever such action is warranted.

(vi)
Measures are taken to survey, segregate and to dispose of old, unserviceable, surplus and obsolete stores suitably to the best advantage of the institution.

(vii)
When value accounts of stores are maintained, the total of the value account tallies with the balance arrived at in the general accounts and the numerical balance of materials is tallied with the total value balances in the accounts at the rates applicable to different classes of stores; and

(viii)
Profits or losses resulting from sales or due to revaluation, stock taking or other causes are promptly adjusted in accounts and the relevant rules have been properly followed in this connection.

6.26
Stock Account of Receipt Books:


The Stock Account of Receipts Books should be examined to see that:

[i]
The total number of blank receipts books received agree with the indent or requisition sent to the press or other authorities and that all such receipts books are kept under lock and key by a responsible officer;

[ii]
The number of Receipts Forms contained in each book is recorded on the covering page, under the initials of a responsible officer and that all the forms are machine numbered;

[iii]
The departmental regulation for issue and return of the previous used books laid down under rules are being followed; 

[iv]
The issue of Receipts Books and the return of the used Books are duly recorded and acknowledged;

[v]
For cancelled Receipt Form, both the original and duplicate portions exist in the receipt book;

[vi]
The closing balances in the stock account is verified by the head of the office periodically and a certificate to that effect is recorded in the stock account and

[vii]
The return of counterfoils of used receipts books is properly watched and that counterfoils are recorded after check.

6.27
Permanent Advance Account:


The permanent advance account should be examined to see that:

 [i]
The amount of such an advance is not larger than absolutely necessary and does not exceed half the amount of average monthly expenditure based on the contingent expenditure of the preceding 12 months; 

[ii]
These Advances are not multiplied unnecessarily by obtaining separate such advances for subordinate officers in the same office who may require petty sum for their use and 

[iii]
Where an officer spares small portion of his own advance for use by his subordinate who may require petty sums, acknowledgement therefor are obtained and retained;

[iv]
That the proper imprest account is maintained by the imprest holder;

[v]
That the total of vouchers available with the imprest holder pending recoupment and cash balance in hand at any time tallies with total sanctioned amount of imprest;

[vi]
That the imprest account together with vouchers is submitted regularly in prescribed form for adjustment of the amounts spent under the proper heads of accounts during the financial year and before the close of March;

[vii]
In the case of transfer of charge and yearly on 15th April, each officer holding permanent advance shall send acknowledgement of the amount with him on 31st March to the sanctioning authority;

6.28
Register of Valuables

In the case of Officers / Departments, which received a sufficient number of valuables such as Bank Drafts, Cheques, Postal Orders etc. it should be seen that all these valuables are noted in a valuable register maintained for the purpose. The register should be examined to see that:

[i]
Each valuable received is entered in this register on the day of its actual receipt;

[ii]
Full particulars of each valuable i.e. the nature of valuable, its number and date, the name of person and office from whom received, the name of the bankers, if any, on whom drawn, the amount, the purpose of deposit and the reference to the authority under which each valuable has been received is invariably recorded in this register;

[iii]
Proper and complete reference of remittance is shown against each valuable and; 

[iv]
There has been no undue delay in remittances of valuable to Bank for credit to the Authority’s Account.

6.29 Demand Register

The Demand Register should be examined to see that:

[i]
All demands have been correctly noted in it;

[ii]
All sums due are fully and punctually realized and checked against demand;

[iii]
Full name and complete address of all persons from whom taxes, fees, or other revenues are due have been noted in the demand register;

[iv]
The entries made therein are correct with reference to connected records;

[v]
Closing balances of the previous demands have been correctly brought forward and all amounts shown in the counterfoils of receipts granted to the parties have been noted in the demand registers and also credited in the Cash Book.

6.30 Staff Uniform

The Rules regulating the supply of Uniforms and grant of washing allowance to the eligible categories of Group “C” and “D” employees of the Authority are more or less the same as laid down in the Hand Book of Uniforms issued by the Government of India except where deviations have been made with the approval of competent authority. In Internal Inspection, it should be seen that the various provisions contained therein are observed. The more important points to be examined in internal inspection are: 

[i]
The articles of uniforms have been issued in accordance with the prescribed scale and only when due;

[ii]
The uniform has been issued to eligible employees;

[iii]
The uniforms have been withdrawn from the employees who have either resigned, discharged or have been promoted to the posts where such uniforms would not be used;

[iv]
For purchase of cloth and other livery items, competitive rates have been obtained through call of open tenders or in accordance with the instructions issued by the Government for procurement of cloth and other livery items from time to time; 

[v]
The cost of liveries does not exceed the limits prescribed by the Government in the Hand Book on uniforms and where such limit has exceeded, the sanction of the competent authority has been obtained; 

[vi]
Sewing /Stitching charges have been reimbursed in accordance with the prescribed scales;

[vii]
Minutes of Purchase Committee constituted for purchase of livery items are scrutinized to see that the purchases have been made economically and to the best advantage of the Authority. 

6.31 Register of Telephone Calls

In Internal Inspection, it should be seen that the instructions / orders regulating expenditure on residential telephones issued from time to time are being followed and the registers meant for keeping records of bills for telephone calls made from residential telephones are being properly maintained in prescribed form.

The important points to be examined in Internal Inspection are to see that:

[i]
All bills relating to telephones are properly recorded in the register of telephone indicating the number of telephone calls, the amount paid for the purpose as also the periods to which these relate;

[ii]
The amount of calls exceeding the permissible calls is correctly recovered;

[iii]
That STD facility where not permissible at Residential Telephone has been disconnected;

[iv]
All residential telephone numbers are noted separately from the telephones number operating in the office, so as to facilitate watching the recovery for excessive number of calls made from residential telephones;

[v]
Officials maintain the register in prescribed form for recording the particular STD calls made from Residential Telephone where STD facilities have not been disconnected. 

CHAPTER – 7

7.0
Audit of Establishment – Transactions:

7.1
Audit Objectives and Scope


The objectives of audit are to ensure that:

          [i]
The claim is against the sanctioned post to which the government servant has been appointed and of which he is actually in charge and is carrying on his duties and responsibilities; 

          [ii]
The claim is in order and is admissible according to the financial rules applicable to the claimant;

          [iii]
The claim as admissible has been adjusted expeditiously in the initial accounts maintained by the Drawing and Disbursing Officer and booked in the appropriate account; and 

          [iv]
The claim is a legitimate charge for which funds have been provided. 

7.2
Establishment Pay Bills and Acquittance Rolls

Establishment pay bills and acquittance rolls relating to the period covered by local audit should be generally reviewed to see that they are correctly prepared and properly maintained, acknowledgments of payees (duly stamped, where necessary) are invariably obtained in the acquittance rolls, supplemental claims are noted against original claims in the acquittance rolls, and prescribed certificates as applicable to the claims preferred in the bills are furnished. The checks detailed in the succeeding paragraphs should be applied to all the pay bills and acquittance rolls pertaining to the months selected for detailed check.

     7.2.1
A scale register is maintained by each the Head of Office, wherein various posts sanctioned, numbers, scale of pay, period of currency etc., are recorded in respect of each establishment. The correctness of the entries in the Scale Register maintained in accordance with the relevant Rules in the Office audited should be ensured in the first instance with reference to the orders cited therein. The number of officials for whom pay has been drawn in the pay bills should be checked with the sanctioned strength of the establishment as recorded in the Scale Register. Any excess number of officials employed over the sanctioned strength should be reported to the head of office promptly so that the matter may be taken up with appropriate authorities for requisite action.

     
The correctness of the pay and allowances of each official drawn in the pay bills should be verified with reference to the following documents:-

(a)
Service Rules and/or general or special orders as applicable to DDA issued by Government governing appointments, transfers, joining time, suspension, retirement, pay scales, different types of special pay and compensatory allowances, etc.

(b)
Service Books.

(c) 
Increment Certificates.

(d) 
Orders of appointment / promotion / reversion of an individual.

(e) 
Sanctions to leave.

(f)
Orders of suspension and grant of subsistence allowance.

(g) 
Orders, if any, of the Disciplinary authority having a bearing on the pay, increment or promotion.

   7.2.2
Apart from exercising checks as mentioned above, initial fixation of pay, cases of increments sanctioned and cases of fixation of pay done due to promotion, reversion or general revision of pay scales during the period covered by local audit should also be verified to ensure their correctness.

    7.2.3
Cases of leave encashment should be scrutinized.

 7.2.4
Noting of supplemental claims against original claims in the Acquittance Rolls should be specifically verified as also compliance with the other requirements connected with acquittance rolls.

7.2.5
The correctness of the arrears drawn and paid to an official on account of revision of pay scales, rates of Dearness and other allowances, etc., should be checked. Arrears of pay, fixed allowances or leave salary are not drawn through regular monthly pay bills but are drawn in separate bills and the procedure as laid down in Rule 276 CTR, relating to recording a note of payment of arrears in the office copies of the bills for the period to which are claim pertains is followed;

7.2.6
Correctness of recoveries towards Income Tax, Contributions to Provident Fund and other funds, installments of repayment of advances etc., should be verified. It should also be seen in audit whether; such deductions have been remitted to the departmental and accounting authorities concerned promptly and regularly in accordance with the prescribed procedures.

7.2.7
It should be verified that satisfactory arrangements are made for keeping a watch over undisbursed amounts. It should be seen that:-

(a)
Disbursements made have been duly accounted for in the cash book and the subsidiary register;

(b) 
Certificate of disbursement is furnished at the foot of the acquittance rolls;

(c) 
Register of Acquittance Rolls bears the dated initials of the Drawing Officer at the time of drawing the bills and of the Disbursing Officer after disbursement of the amounts;

(d) 
Where the amounts withheld are drawn subsequently in supplemental bills, references are quoted in the Registers, and

(e) Amounts remaining undisbursed for more than three months are refunded into the Treasury / Bank either in cash or by short drawl in the subsequent bills.


(f) Where pay and allowances are remitted through postal money order, the procedure laid down in Rules 198 of Central Treasury Rules has been followed with regard to the commission due thereon and money order acknowledgement containing the purpose and particulars of remittances are on record with the department and compare with the remittance shown in records.

A List of Books Records to be seen during Audit of Establishment – Transactions is given in Appendix – 11.

7.3
Service Books and Service Records: 


The following points should be covered during check of Service Books:-

1. The service books are maintained in the prescribed form;

2. Service Book is maintained for each employee from the date of his appointment and is kept up-to-date;

3. Entries of all events in the official career of the official (such as date of appointment, promotion / reversion, suspension / reinstatement, grant / stoppage of increment, punishment, if any, affecting service qualifying for leave or pension, commencement / completion of probation, confirmation, deputation to other offices, retirement, etc.) are made in his service book and attested by the authorized officer duly giving reference to sanction order or such other relevant authority and there are no missing links.

4. all entries on first page of service book are complete, particularly the date of birth, and are re-attested at least after every five years;

5. declaration of employees electing the scale of pay as also the statements showing fixation of initial pay in the relevant scales of pay in support of the entries made in the service books are pasted in the service books;

6. the period of suspension from employment and every other interruption of service is promptly recorded in the service books with full details of its duration under attestation of authorized officer;

7. the official concerned signs in his name in the relevant column of the service book in token of his scrutiny and acceptance of entries made in his service book;

8. the certificate of verification is recorded in each service book by the Head of Office.  Where the official was on foreign service, similar certificate is recorded by the Audit Officer in respect of the period spent on foreign service;

9. except in case of clerical error, no alternation in date of birth, once recorded in the service book is made without sanction of the Head of Department;

10. the entry in the pay column in the service book agrees with the pay drawn in the pay bill for the month selected for detailed audit;

11. increment has been granted correctly after excluding the period not counting for increment 

12. all leaves sanctioned to an employee is recorded in his service book and the debit is traceable in the leave account;

13. no pay is allowed to an employee from the date of superannuation or on the expiry of a term of extension of service sanctioned by the competent authority;

14. the certificate regarding verification of antecedents as also of medical fitness are recorded in the service book;

15. the Head of the Office inspects annually at least 10% of the service books, service rolls and leave accounts and initials them in token of having done so;

16. declaration regarding home town and nomination in respect of Death cum Retirement Gratutiy,  GP Fund, etc. are recorded in the service book;

17. The Internal Inspection Party should obtain from the office the sanctioned strength of non – gazetted staff under various categories as also list of staff employed there against on the date of commencement of audit. These should be added with the inspection report. It should be ascertained whether a service books for all employees in employment are maintained. In case, service book for some of them are not maintained, reasons therefor should be ascertained. A list of service books checked should be attached with the inspection report. 

18. The regulation of increments, fixation of pay due to revision of pay rules, promotion, etc., are according to the prescribed rules and orders.

19. None of the entries in the Service Book is tampered with. 

NOTE: - If a doubt arises regarding the authenticity of any entry, the original document quoted in such an entry should be called for and the genuineness of the entry verified with reference to that document.

7.4
Leave Accounts: 


The points to be seen are as follows:-

(i)
The nature and extent of leave sanctioned is correctly due and admissible to the official under the leave rules;

(ii)
Leave account has been properly posted and closed soon after the incumbent returns to duty from leave and every entry has been duly attested;

(iii)
Orders of the leave sanctioning authority have been recorded in the body of the service book; giving reference to memo no., date, etc;

(iv)
Leave at credit has been correctly worked out in accordance with the rules and leave account revised wherever necessary with reference to orders regarding completion of probation, confirmation, etc.;

(v)
Fact of issue of certificate under the relevant provisions of the leave rules in respect of leave sanctioned during the officiating service is recorded in cases where the period of leave is counted as service for increment under these rules;

(vi)
Subsidiary leave accounts have been maintained wherever necessary and debits to such accounts have been correctly made;

(vii)
Excess leave sanctioned or excess leave salary drawn by mistake and discovered later has been rectified promptly 

(viii)   Benefit of encashment of leave wherever allowed is correctly      admissible, the order number, block period, etc., are recorded in the body of the service book, and the leave availed / surrendered is correctly debited to leave account.

(ix) Balances have been correctly worked out;

7.5 General Provident Fund Account

The following records should be checked in Internal Inspection:

1. Index Register and application for admission

2. Provident Fund Ledger Account and Broad sheet are maintained in prescribed forms;

3. the subscription to General Provident Fund is not less than the prescribed rate of subscription 

4. the amount of subscription fixed by the subscriber is not enhanced or reduced more than once at any time during a year;

5. the fund is maintained in whole rupee

6. AAO in charge initials the Provident Fund Account monthly in token of having verified that the amount of the subscription deducted, refund of advances, and temporary and final withdrawals are posted correctly;

7. sanctions to withdrawals from GPF are promptly recorded in the ledger accounts and entries made in the ledger are initialed by the Gazetted Officer in – charge while signing the bills for withdrawal from provident fund; 

8. Provident Fund Schedule indicating full particulars of subscriptions, refund of advances and payment of advances and withdrawal as per vouchers should be prepared monthly and posted in ledger correctly;

9. where the balances at the credit of subscribers have been received from the from other DDO, complete details thereof are recorded in the ledger under due attestation;

10. ledger accounts are closed regularly every year and correct amount of interest is afforded to the credit of each account;

11. GPF Pass Books are updated annually

12. broadsheet is maintained in prescribed form and is closed regularly every month;

13. the total amount [credits] booked every month in the broadsheet agrees with the total of provident fund deductions made in the pay bills for the month and the total of the debits booked in the broadsheet agrees with the total of payments made out of GPF in that month as abstracted separately; 

14. at the end of each year, the ledger balances are agreed with the broadsheet balances and the broadsheet is squared up to ensure its accuracy;

15. there is no omission to open a ledger account and that no double ledger accounts have been opened for the same subscriber;

16. the reasons for non recovery or irregular recovery of subscription are recorded;

17. the balances are correctly carried forward;

18. the accounts of subscribers who have ceased to be in service have been promptly closed and refunds authorized;

19. the subscriptions are within minimum and maximum limits;

7.6 Advances to Employees


Audit has to ensure that -

(a) all types of advances made to employees are classified as advances under correct heads of account and not to final heads of account;

(b) adjustments of advances are properly accounted for; and

(c) Advances outstanding at the end of year are reflected in the annual accounts.

7.6.1
It should seen in audit that in respect of festival advances and advances for purchase of conveyance, house construction etc., recovery of installments is more or less regular and that in respect of travelling allowance advance, adjustment bills are obtained immediately after the tour or transfer is over.

7.6.2
It should be seen in audit whether the prescribed rules and orders regulating the purpose, eligibility, documentation leading to the sanction of advances, scrutiny, sanction, quantum, levy of interest / penal interest, disbursements of installments, repayments and modalities of recovery, watching of recoveries etc., have been properly followed by the officers dealing with advances and related transactions.

7.6.3
Audit should also ensure that procedures prescribed for pledging / mortgaging of properties purchased (movable or immovable) or built out of advances granted to employees have been correctly followed and such documents being valuable documents are entered in a Register of Valuables and kept in safe custody. These documents should be released and returned to the employees only after the advance along with interest has been fully repaid as evidenced from the Advance Register. Till then, the Head of Office should periodically verify the physical existence of these documents and record a certificate to that effect in the Register of Valuables. Special care should be taken to establish that the documents submitted and pledged are authentic and that the PRI authorities take all precautions to verify their genuineness by suitable cross verifications.

7.6.4
The Register of Advances should be checked to see that entries therein are made promptly with attestation by the authorized officer, there is no omission to effect recoveries of principal and interest as per rules, balances are regularly struck, outstanding balances at the end of each month and year as per the Register tally with corresponding figures appearing in the monthly and annual accounts respectively.

7.6.5
Audit should also see that internal check and control over advances and their recoveries are quite adequate. In particular it should be seen in audit that:-

(i)
The advance was for meeting immediate disbursement and limited to anticipated expenditure;

(ii) advance is duly authorized by competent authority;

(iii) proper record of such advances is kept and recovery / adjustment is watched through it;

(iv) unutilized amount has been promptly refunded;

(v) recovery of installments is regular in all cases; 

(vi) if any purchases for office use have been made out of advances which were duly authorized by competent authority and such items have properly been taken to stock

(vii) the register and broadsheet in respect of each kind of advance are correctly maintained;

(viii) the Drawing and Disbursing Officer is sending every month the correct statements of transactions to his controlling officer and  

(ix) The Controlling Officer is carrying on every month the reconciliation of figures appearing in his records with those adjusted in the books of the Budget and Accounts Section.

7.7 Festival Advance

In Internal Inspection, the records maintained by the departmental authorities are examined to see that:

1. the advance is not granted to an employee more than once in a calendar year even if the festival qualifying for advance falls twice a year;

2. the advance is not paid to an employee while he is on leave preparatory to retirement;

3. the advance is not granted to an employee against whom a festival advance already granted is outstanding;

4. A register in prescribed form is maintained for the purpose;

5. payment of festival advance and its recovery is correctly noted in the relevant register;

6. whenever an employee is transferred to another office, full particulars of the advance are correctly shown in his Last Pay Certificate;

7.8 Travelling Allowance Bills

In the audit of T.A. Bills paid to the staff in the month or months selected for detailed check, it should be seen that the following fundamental requirements have been satisfied :- 

(i) The journey was actually performed.

(ii) The journey was necessary and authorized by general or special orders.

(iii) The journey was performed as expeditiously as possible.

(iv) No bill has been submitted and / or paid for the same journey before.

(v) The amounts claimed (fares or mileage for journeys, daily allowance etc.,) are correct with reference to the pay of the claimant and prescribed rates as also general / special conditions.

(vi) Particulars under all the columns in the bill have been clearly furnished.

(vii) The claimant and the drawing and countersigning officers have given all prescribed certificates and declarations applicable to the claims included in the bill in a correct and complete manner.

(viii) Supporting documents such as tickets in proof of travel and receipts for conveyance of personal effects in case of transfers as prescribed have been attached to the bill.

(ix) The controlling officers who have countersigned the T.A. Bills have properly discharged their duties. 

(x) Travelling Allowance Advances drawn by individuals are adjusted promptly and in full and that a second traveling allowance advance is not drawn before an account of the first advance is received [Rule233, 234 of GFR]

(xi) Travelling Allowances bills are preferred within the prescribed period under rules. In case of failure, entire amount of advance is recovered;

(xii) Amounts in respect of traveling allowance bills remaining undisbursed for three months are refunded in cash or by short drawl from next bill.

In the case of journeys performed by using the PRI vehicle, a comparison of the entries relating to the time of departure and the time of arrival made in the T.A. Bills should be made with those recorded in the Log Book of that vehicle on the days on which Daily Allowance is claimed by the officer using the vehicle. This comparison would ensure the correctness of the quantum of Daily Allowance claimed.

7.9 Leave Travel Concession

The Rules governing Leave Travel Concession as laid down by Government of India are applicable to the employees of DDA. During internal inspection, it may be seen that the applicable rules on the subject are being followed.

However, some important points to be seen in internal inspection are:

1. declaration of Home Town has been received and recorded in service book;

2. the declaration of home town once made is not allowed to be changed more than once in entire service of the employee;

3. travel concession is not allowed to an employee who has not completed one year’s continuous service as on the date of journey performed by or his family;

4. the journey to home town is performed to the declared home town as recorded in the service book;

5. the concession to visit home town is allowed only once for every block of two calendar years

6. no employee avails himself leave travel concession for journey to any place in India for more than once in a block of four calendar years;

7.10 Children Education Allowance

The Rules governing Children Education Allowance as laid down by Government of India are applicable to the employees of DDA. During internal inspection, it may be seen that the applicable rules on the subject are being followed.

However, some important points to be seen in internal inspection are:

1. whether the certificates in the prescribed from are obtained twice a year from all the employees to whom the children education allowance is paid and whether correctness of such certificates are independently verified by DDO every year;

2. the CEA is allowed to permanent, quasi – permanent and temporary official who have completed at least one year’s service and whose pay does not exceed the pay limit;

3. where both employee and his / her spouse are in service, allowance is allowed to any of them and either of them draws pay less than the prescribed pay limit;

4. the concession is limited to education up to higher secondary classes; 

5. The concession is allowed only in respect of a child who is enrolled in and the school is duly recognized as per the rules.

7.11 Tuition Fee

The Rules governing Tuition Fee as laid down by Government of India are applicable to the employees of DDA. During internal inspection, it may be seen that the applicable rules on the subject are being followed.

However, some important points to be seen in internal inspection are:

1. whether the register of claims is being maintained in prescribed form;

2. whether all payments made on account of reimbursement of tuition fee to the employees are correctly recorded in the register and the entries thereof are attested;

3. the concession is allowed in respect of child for whom children education allowance is not paid;

4. where both employee and his / her spouse are in service, tuition fee is allowed to any of them and either of them draws pay less than the prescribed pay limit;

5. The concession is allowed only in respect of a child who is enrolled in and the school is duly recognized as per the rules.

7.12 Overtime Allowance

The overtime claims should be scrutinized to be seen in particular:

1. whether overtime duties shown in the claim agree with the connected records and have a sanction of the competent authority;

2. whether overtime work is resorted to too frequently;

3. whether the same person or same group of persons is being allowed overtime allowance too often;

4. overtime is not allowed to gazetted officer;

5. the register of overtime is maintained in the prescribed form;

6. the rates of overtime have been allowed as per the approved scale;

7. The monthly overtime limit in terms of hours has been observed.

7.13 Probing of Irregularities

In the course of local audit of the initial records of any office a number of irregularities may come to notice. Most of them may, prima facie, appear to be of a minor or routine in nature but at least a few of them are likely to conceal defalcations or frauds. All such irregularities should, therefore, be scrutinized in detail and with great care to ensure that they have not led to any frauds. Examples of such irregularities are given in the Appendix - 12 for the guidance of the Audit Parties.

CHAPTER – 8

8.0
Pension Audit

8.1
Audit Objectives and Scope


The objectives of audit of pensions are to verify that:

         [i]
The qualifying conditions governing the grant of pension are fulfilled;

         [ii]
The amount of pension sanctioned and drawn is correct;

8.2 Source Documents:

The source documents to be audited are as under:

(i)   Service Books;

(ii)    Pension Papers

(iii) Pension Payment Orders

(iv) Register of Pension Payment Orders

(v) Register of Anticipatory / Provisional Pension Payment Orders;

(vi) Register of Gratuity Payment Orders;

(vii) Register of Commuted Value of Pension Payment Orders;

(viii) Pension Vouchers;

8.3 Authorization:


Authorizations issued for drawing pensionary benefits should be checked in Audit with reference to documents such as Service Book, application form with Joint photo, slips containing specimen signatures and identification marks duly attested by a Gazetted Officer, statement of service, leave account etc., (as prescribed in the Pension Rules), available in the pension files. In cases where the Service Book is lost or service cannot be wholly verified from the Service Book it should be seen that the procedure laid down in the relevant provisions of Pension Rules governing such cases have been followed properly.

8.4 Scrutiny of Pension Cases


The more important points to be covered in the audit of pension cases are as follows:-

(a) Statement of service, statement of leave, etc., should be checked with reference to the entries in the Service Book. 

(b) Dates of birth, commencement of qualifying service, retirement or death shown in pension papers tally with those recorded in the Service Book.

(c) Service qualifying for pension has been correctly computed. Period of suspension has been regularized and the treatment of counting of suspension period has been decided by the competent authority and taken into account accordingly while calculating qualifying service;

(d) Correctness of the last pay due or drawn should be verified on the basis of the entries in the Service Book.

(e) The average emoluments including dearness pay counting as emoluments for the purpose of gratuity and pension have been calculated and worked out correctly;

(f) It should be checked that the amount of pension and gratuity have been worked out correctly with reference to the qualifying service and emoluments drawn on the last day of service.

(g) It should be seen that Dearness Relief (Allowance) on pension has been correctly allowed as applicable on the relevant date and that both pension and Relief thereon have been correctly rounded off.

(h) Apart from verifying as at (a) to (f) above, in cases relating to grant of provisional pension, it should be seen that it is restricted to the admissible period. Similar checks should be applied to cases where anticipatory pension has been authorized and in addition, whether relevant provisions of Pension Rules are followed should be seen.

(i) Whether amounts, if any, due from the employees are ordered to be recovered from the Death cum Retirement Gratuity should be checked.

(j) In cases of death, Audit should see that –

(i) points as at (a) to (f) and (h) above are covered;

(ii) claims for family pension / gratuity are allowed in accordance with the Nomination obtained from the employee and kept on record;

(iii) in the absence of a valid nomination, whether death gratuity is authorized to the beneficiaries supported by legal documents where necessary and as laid down in Pension Rules;

(iv) period up to which enhanced family pension is to be allowed is correctly worked out with reference to dates of birth and death of the deceased employee; and

(v) Conditions governing the admissibility of and the date up to which family pension is admissible to the widow, minor children and unmarried daughters are clearly specified in the sanction.  

(k) It should be verified whether sanctions for payment of commuted value of pension and cash equivalent of earned leave at credit on the date of retirement / death are regulated according to the relevant provisions of Pension Rules.

(l) It should be ensured that pension payments have been authorized strictly on the terms and conditions stated and to the persons named in the pension papers.

(m) It should be seen that a note regarding the issue of authorizations is recorded in the Service Book, under proper attestation.

(n) Whether particulars of authorizations issued have been correctly noted and attested by a responsible officer in the relevant Registers (for Pension Payment Orders, Gratuities, Commutations, leave salaries) should be checked;

(o) Whether interest, if any, has been paid on delay in payment of gratuity 

8.5
Pension Payments

Audit should check whether vouchers relating to payment of pensionary benefits to the employees or their spouses as the case may be, are received from the paying authority and properly filed in the Accounts Wing.



In audit of these vouchers it should be seen that –

(a) they have been drawn in the proper form on the basis of a pension payment order and sanction from Competent Authority;

(b) calculations and totals of payments are correct;

(c) period for which pension has been drawn is covered by PPO issued by Competent Authority;

(d) receipt of payments has been properly acknowledged by the payee authorized to receive the benefits;

(e) charges have been correctly classified;

(f) requisite certificates have been attached to the vouchers, duly signed;

(g) restoration of original pension after the prescribed period from the date of commutation has been made properly;

(h) dues ordered to be recovered from the gratuity have been recovered fully and adjusted to correct heads of accounts;

(i) if income tax is due, it has been recovered;

(j) entries in the respective registers of the Accounts Wing tally with the payments made in the vouchers;

(k) conditions governing pension payments have been complied with as seen from vouchers; and

(l) revisions in the rates of Dearness Relief (Allowances) on pensions ordered from time to time and re-fixation of pensions authorized, have been correctly allowed from the dates they became admissible and arrears due on this account are correctly calculated and paid.

(m) It should be ascertained that the rules regarding periodical identification of pensioner are observed;

CHAPTER 9

9.0
      Audit of transactions – Tenders and Contracts

9.1
       Audit Objectives and Scope:

The responsibility for the conclusion of contracts for works to be done and supplies to be made and for enforcing them rests with the Executive. However, scrutiny of these contracts or agreements entered into by government servants on behalf of Government constitutes one of the important functions of audit. The objective of such a scrutiny is to see whether the contracts or agreements have led to loss or wastage of public money and also to ensure that the rules and regulations provide reasonable security against malpractices.

9.2
       Source Documents:

The following are the main source documents to be checked in the audit of contracts and agreements:


(i)    Contract files 


(ii)    Accounts and Payment Vouchers;

(iii) Administrative Approvals and Technical Sanctions of the competent authority forming the basis of the contracts;

(iv) Bills for supply of Stores;

(v) Copies of Contracts and Agreements;

(vi) Any other documents that would facilitate effective audit;


9.2.1     During Audit, it should be verified that the prescribed rules, regulations and orders regarding Notices inviting tenders and contract agreements to be entered into for supply of stores or execution of works are scrupulously followed by PRI authorities.


9.2.3
The officer in charge of the Party should examine original tenders and compare them with the comparative statement and the agreement finally accepted. Cases of alteration of figures, overwriting and other unauthorized corrections of tendered rates or other errors in the original tenders should be investigated in detail.

9.3
Scrutiny of Contracts and Agreements:

The general checks to be exercised in the course of scrutiny of Contracts and Agreements are as under:

1. the terms of a contract are precise and definite and there must be no room of ambiguity or misconstruction therein; 

2. standard forms of contracts have been adopted, whenever possible and there has been adequate prior scrutiny of the contracts;

3. as far as possible, legal and financial advice has been taken in the drafting of contracts before they are finally entered into;

4. the terms of the contract once entered have not been materially varied without the previous consent of the competent financial authority;

5. no contract involving an uncertain or indefinite liability or any condition of unusual character has been entered into without previous consent of competent financial  authority;

6. Tenders are invited in the most open and public manner after giving adequate publicity and time for submitting tenders and in cases, where the lowest tender has not been accepted, reasons therefor have been recorded;

7. Tenders have been received in sealed covers in the forms prescribed.

8. Tenders have been opened on the notified date and bear the dated initials of the officer opening them.

9. the financial status of the individuals and firms tendering have been taken into account in addition to other relevant factors;

10. Even in cases where a formal written contract is not entered into, no orders for supplies etc. has been placed without at least a written agreement in regard to price;

11. Provision has been made in contracts for safeguarding government property entrusted to contractors;

12. when a contract is likely to endure for a period of more than five years, a provision was included therein for its unconditional revocation or cancellation by Government at any time after the expiry of six months’ notice to that effect;

13. Deviations from contracts have been sanctioned by the Authority not inferior to that required for original contract. Payments in excess of contract rates are not made without the consent of the competent financial authority;

14. There is no omission of any important clause e.g. inspection of stores, date and place of delivery, dispatch instructions, name of the consignee, penalty for delay etc.

15. It is signed by an Authority which is competent to enter into agreement/ contract. In case, the signatures on the order is that of an authority who is not competent to enter into the agreement / contract, a certificate to the effect that the same has been approved by the competent authority is recorded mentioning the designation of the authority whose approval has been obtained;

16. If the contract has been entered into with a firm, each one of the partner has signed all the documents constituting the contract and if any partner be absent, these forms are signed by his duly authorized attorney; 

17. The contract has not been made by or on behalf of a minor;

18. Rates quoted in the tenders are not over-written or changed without the attestation by the tenderer and have been correctly transcribed in the comparative statement.

19. The lowest tender has been determined by working out the cost of all items of supplies to be consumed or work to be done and not merely by visual comparison of the tender rates without reference to cost of supplies or work involved.

20. Comparative statements have been correctly prepared and checked and approved by the proper authority and contain his orders about the tender accepted. Satisfactory reasons are recorded for accepting a tender other than the lowest.

21. A complete and regular stock account of receipt and consumption of blank tender forms have been kept.

22. Sale proceeds of tender forms have been correctly accounted for and credited to revenue.

23. Correct and complete descriptions and specifications of materials required, without reference to the manufacturer, are indicated in the tender notices.

24. Contract agreements are executed in the prescribed forms and there is no room for any ambiguity or misconstruction in any of the general or special conditions included therein. 

25. Suitable securities as prescribed have been taken from the contractor for ensuring the due fulfillment of the contract and adequate protection for levying penalties in the event of breach of contract.

26. Contracts are sanctioned by the competent authority and the terms once entered into are not varied without special and proper sanction.

27. Agreements for supply of stores generally provide that payment will not be made until the stores have been received and examined and contain clauses regarding inspection of stores, date and place of delivery, despatch instructions, name of consignee, etc.

28. Clauses regarding payment of sales tax, excise duty, etc., are clear and specific and are in accordance with the tax laws and rules concerned.

9.4
In addition to examining the tender procedures followed, and finalization of contract as per rules and allied matters, the following points should also be seen in audit:-

(i)
The contract agreement and all the connected documents are in the prescribed forms applicable to the contract work and are complete in all respects.

(ii)
Each page of the agreement and each enclosure thereto is signed by the contractor and the Engineer.

(iii)
There are no blanks or overwriting in any page and all corrections, amendments, additions, alterations and deletions have been attested by the contractor as well as the Engineer.

(iv)
Special conditions, if any, (i.e., other than those found in the printed forms) included in the contract are
clearly spelt out without giving room for any ambiguit; and

(a) Approved by competent authorities if they are of an unusual nature or if they confer special benefits (not normally contemplated in similar cases) on the contractor.

(v) If it is felt that unintended benefits are likely to accrue to the contractor or that interests of the department would not be sufficiently safeguarded as a consequence of incorporation of some special conditions or dilution of the normal terms and conditions of contract, the matter should at once be taken up with the higher authorities.

(vi)
Deviations from contracts are regularized by competent authorities.

(vii) If it is found that prevailing market rates are considerably less than those stipulated in standing Rate Contracts, if any, valid for one year or more, such variations should be brought to the notice of the competent authority for remedial action.

(viii) The contract includes a specific clause to ensure levying of penalty for delay in supply of material or execution of work as well as risk clause for non-supply of material or non-completion of work.

(ix) A clause for withdrawal and termination of contract in the case of non-supply of material or non-completion or abandonment of work and procurement of those materials or getting the work completed from other agencies at the risk and cost of the original agency exists in the contract 

CHAPTER – 10

10.0
Audit of Public Works Divisions and Central Accounting Units

10.1
Introductory:

10.1.1
The organizational and functional set up of the Public Works Divisions in DDA is on the pattern of CPWD and accordingly in matters relating to execution of works, maintenance of Public Works Accounts Records and various formats in accordance with the provisions of CPWA Code, CPWD Code, CPWD Manuals etc. applicable to CPWD are by and large followed by the Public Works Divisions and Central Accounting Units of DDA.

Consequent upon introduction of Central Accounting System, disbursing functions of a division has been assigned to Central Accounting Unit of respective Engineering Zone whereas Drawing Functions are being discharged by the Divisional Functionaries. 

A list of duties and functions of various functionaries of Public Works Divisions and Central Accounting Functionaries under CAU System has been given in the annexures attached with the Office Order No. EM 3 [21]/ 86 dated 9th February, 1988 issued by the Engineer Member, DDA with respect to introduction of CAU System in Engineering Zone [s]. The same are reproduced in Appendix - 13 for ready reference. 

10.1.2
Most of the registers / records / accounts referred to in Chapters 6, 7 and 9 of this Manual are maintained also by the Works and Engineering Divisions of DDA. They are also entrusted with the execution of some schemes. Consequently, audit checks mentioned in Chapters 6, 7 and 9 of this Manual, in so far as they are applicable to such initial records and schemes of the Works and Engineering Divisions, should be exercised by the Parties during Audit of the Divisions.


10.2 Audit Objectives and Scope:

10.2.1
The transactions of Works and Engineering Divisions are primarily checked at initial stage on day to day basis by the Divisional Accountant in pursuance of the functions assigned to him under rules and further post audited by the Works Audit Cell to the extent they are reflected in the documents / Vouchers etc. forming part of Monthly Accounts rendered by concerned CAU to Works Audit Cell. 

10.2.2
In respect of the month or months selected for detailed check, transactions of the Divisions for that month or those months will be re-audited by Audit Parties and will be verified with reference to connected initial records, apart from test-checking all the initial records maintained by the Divisions.


10.2.3
A list of Records to be maintained by Public Works Division under CAU System is given in Appendix – 14 which are usually examined during the Internal Inspection of      Public Works Division. Similarly, a list of records to be maintained by CAU under CAU System is also given in Appendix – 15. Both the Lists are illustrative and not exhaustive. The Internal Inspection Party should not confine itself to the records mentioned in the lists for the purpose of audit. The Inspection Party may call for such other records and information as considered to be necessary for effective Internal Inspection.

10.3  Records to be inspected:


Under the CAU System, most of the records are common to be maintained by Public Works Divisions and Central Accounting Units. Only difference is that owing to transfer of disbursing functions to CAU, the records relating to Cash Book and Bank Transactions are maintained only by CAU and these records need not to be maintained by Public Works Divisions. Other records relating to Public Works Accounts are common to be maintained by both the units. While maintenance of common records, Public Works Divisions are required to maintain the records with complete details of transactions whereas CAUs are required to maintain consolidated records, division – wise.

The records to be maintained by Public Works Divisions and CAU to be covered during Internal Inspection are being detailed in this Chapter. Audit Party should see the relevant Appendix for scrutiny of respective records for test audit.


Audit Parties should pay special attention to points, if any, marked for local verification in the Division, by Headquarters.

10.3.1 Register of Sale of Tender Forms 

(a)  The register of sale of tenders is considered to be a subsidiary cash book. Proper scrutiny should be made to ensure that receipt of tenders forms have been properly accounted for in the register. Price charged for the tender documents are in accordance with the prescribed standard and that there is no case where tender document were sold at the rates less than the prescribed rate. 

(b) Entries made in the register of sale of tender forms to the contractors should be checked to ensure that the amount realized is correct and promptly deposited with the CAU for accounting of cash in proper account. It should be seen that the Divisional Officer has conducted physical count of the balance number of tender forms and a certificate recorded in the register. The closing balance is struck correctly.  

10.3.2 Tender Opening Register:

Tender opening register is also considered to be a subsidiary cash book to record the receipt of Earnest Money Deposit from the contractors at the time of submitting the tender for works should be checked to see that: 

(i) The Earnest Money Deposit as required under the terms of the tenders documents has been realized;

(ii) The Earnest Money which was not returned on the same day through tender opening register have been duly deposited with the CAU;

(iii) Proper acknowledgement exists for the return of the Earnest Money on the same day;

10.3.3 Scrutiny of Tenders and Comparative Statements:

During the test check conducted by Internal Inspection, following points should be seen:

(i) wide publicity was given for calling tenders and due period of notice allowed consistent with the magnitude of the contracts;

(ii) the tenders were received on the prescribed forms in sealed cover;

(iii) all the tenders bear the dated initials of the officer opening the tenders;

(iv) the rates quoted by the tenderers were not over – written or changed without due attestation;

(v) the tender documents are as per the approved NIT and there is no deviation;

(vi) the conditions regarding earnest money deposit as given in tender documents have been followed;

(vii) The tenders have not been sold after expiry of notified date;

(viii) Tenders have been issued to registered contractors after verification of registration and Income Tax Clearance Certificate etc. only and in case of unregistered contractors, proper authority exists;

(ix) All other formalities as envisaged in CPWD Manual – II have been observed by the Divisional Officer;

(x) The Comparative Statements have been got correctly prepared, checked and certified by the Divisional Accountant as per the provisions;

(xi)  In case of contracts accepted after negotiation, the negotiation have been conducted by the authority competent to do so and have been done in accordance with the procedure laid down and all the formalities have been observed ensuring transparency;

(xii) Special attention be given to the tenders where high rates have been quoted by the contractors, to find out whether receipt of high rates is due to any defective planning, non – preparation of drawings, designs etc. in time or due to unhealthy competition in tenders; 

10.3.4 Scrutiny of Accepted / Rejected Tenders:

Following points may be seen:

(i) The draft NIT should be examined to see that it has been properly prepared in accordance with the instructions laid down in CPWD Manual Volume – II. It should be seen that it is based on the sanctioned estimates and the analysis of rates exist for the items not covered by Schedule of Rates;

(ii) The draft NIT has been approved by the authority competent to accept the tenders;

(iii) There is no deviation in the description of items of works from the sanctioned estimates or from the approved drawings and design;

(iv) Rejected / Accepted Tender Documents were as per approved NIT;

(v) No condition from approved NIT has been omitted in preparation of tender documents and no condition has been incorporated subsequently in approved NIT / Tenders

10.3.5 Scrutiny of Agreements:

Following points may be seen:

(a) The accepted tenders [Agreements] should be examined to see that the same have been properly prepared and signed by both the parties and sealed. The various clauses incorporated in the agreements should be thoroughly studied and any ambiguity should be pointed out. It should be seen that the conditions relating to supply of stipulated materials with respect to rates of issue of stipulated material are properly filled in and incorporated in the agreements. 

(b)
Instructions contained in Chapter 9 of this Manual apply mutatis mutandis to the Contract Agreements relating to the Works and Engineering Divisions also. 

(c)    Additional points to be seen are mentioned below:-

(i)
Agreements have been entered into by an officer authorized to do so.

(ii)
They are correct and complete in all respects and both the parties have signed each page of all the documents forming the contract agreement.

(iii)
There is no ambiguity in the various clauses incorporated in the agreements and both the parties have attested all corrections, additions and alterations.

(iv)
Rates at which the materials are to be supplied to the contractors are properly filled in and place of delivery is clearly indicated in the schedule attached to the agreements.

(v)
An Agreement Bond in proper form is obtained on stamped paper in all cases, as prescribed.

(vi)
Agreements for large works are not accepted in piece-work agreement forms.

(vii)
Several contracts have not been given out for the same work, the estimated value of each contract being within the powers of the authority competent to accept the tender, unless such action has the prior approval of the competent authority.

(viii) 
All modifications / amendments to conditions of contract issued up to the date of issue of Notice Inviting Tenders have been incorporated in the contract agreement.

(ix)
No tender work is let out for execution before a proper contract agreement is executed therefor and a written order to commence work is invariably issued to the contractor and his acknowledgement obtained

(x)
In the case of Piece-Work agreements, rates provided for are correct with reference to the Schedule of Rates, current for the year, in which the agreement is got executed.

(xi)
Earnest Money / Security Deposit as prescribed for performance of contract has been furnished by the successful tenderer and accepted by the Divisional Officer before the agreement is concluded.

10.3.6 Register of agreements:

The register of agreements should be scrutinized to see that:

(i) all the accepted tenders [agreements] have been entered in the register of agreements in the serial order and a number allotted to each agreement;

(ii) all the columns are filled in and the date of actual completion of each work noted in the relevant column on completion of work;

(iii) all the agreements entered in the register are physically available in the safe custody of the Divisional Officer;

(iv) copies of all agreements accepted by the officers higher than the Divisional Officer are sent to audit;

10.3.7 Checking of Paid Bills

After the scrutiny of agreement, the expenditure incurred on the work since its commencement, should be checked with reference to cash vouchers of payments made to the contractors, stock accounts and transfer entries.

Following checks should be applied:

(v) The measurements have been properly recorded in Measurement Books

(vi) The prescribed test check has been conducted by AE / EE at appropriate stage, period and in accordance with the provisions contained in CPWD Manual Volume – II

(vii) Measurements recorded have been  arithmetically checked;

(viii) The total quantities as worked out in Measurement Book and abstracted for payments are correctly billed for;

(ix) The rates allowed for payment are as per agreement;

(x) Reasons for part rates are duly recorded and full rates have not been allowed for the items partly executed;

(xi) The quantities actually executed did not exceed the quantities stipulated in agreement without valid reasons and approval of the competent authority;

(xii) There is no attempt to give undue benefit to the contractor by resorting to the execution of profitable items only leaving aside loosing items.

(xiii) In addition, following points may also be seen:

(a) Proper form for payment has been used;

(b) Sanctions to extra / substituted items are proper and exist

(c) In case of payments for dismantling the old work or for renewal and replacement, it should be seen that serviceable materials has been properly accounted for and a certificate to this effect is recorded on voucher also.

(d) Provisions contained in CPWA Code with respect to payments to contractors including financial aids in the form of Advance Payments, Secured Advance have been properly followed;


10.3.8 Contractors’ Bill for Work done:

Following points may be seen during audit:

(a)
Name of the contractor and reference to the agreement and work order are given in the vouchers.

(b) 
Number and page of the Measurement Book and the date on which the measurements were recorded are indicated in the space provided for the purpose in the bill form.

(c)
Full particulars of quantities of work done are furnished clearly in the vouchers.

(d)
Vouchers are accompanied by statements of recoveries towards cost of materials supplied by the department and towards hire charges for tools and plant etc., hired to the contractors.

(e)
In respect of payments to piecework contractors or others under contracts sanctioned by the Divisional Officer, where there is a clear indication that the agreed rates are on par with or at a percentage above or below the Schedule of Rates, rates paid in vouchers are verified with Schedule of Rates.

(f)
Cost of materials supplied to piecework contractors for works is recovered from their work bills.

(g)
Acknowledgment of the payee is given for the gross amount i.e., amount paid through cheque plus the recoveries effected and not for the net amount of the bill.

(h)
Bills relating to contract agreements where tenders are accepted by authorities higher than the Divisional Officer, should be checked with reference to the contract agreements concerned carefully and in a comprehensive manner. Some of the more important points to be covered during audit of such vouchers are as follows:-

(i)
Rates paid for tendered items are those specified in the contract agreement. Rates payable for quantities exceeding the tendered quantities, for extra items and for non-tendered items have been regulated strictly in accordance with the relevant terms and conditions of contract.

(ii)
Any large variations between the tendered quantities and the quantities actually executed should be enquired into, especially when the rates quoted by the contractor are abnormally higher or lower than the estimated rates for such items.

(iii)
Extra and non-tendered items should be scrutinized to ensure that these were really beyond the scope of the original contract.

(iv)
The total value of work done or supplies made with reference to contracts accepted does not exceed the limit up to which he is empowered to accept tenders for works or supply of materials.

(v)
The correctness of the previous payment recorded in the bill is verified with reference to the earlier bill. Whether payments on running account bills have been linked from the first payment till final payment is made, by noting the number and date of the present voucher on the previous bill should be verified.

(vi)
When payments are made for dismantling old work or for renewals and replacements, a certificate is recorded by that serviceable materials have been accounted for and taken to stock for eventual disposal.

(vii)
There are no deviations from the terms and conditions of the contract and in respect of transactions not covered by the agreement, the relevant rules are strictly followed.

(viii)
Arithmetical calculations in respect of individual items and totals are correct and deductions towards Security Deposit, Cost of materials supplied, Hire charges of vehicles, etc., Income Tax, Sales Tax, etc., have been made from the gross amount of the bill.

(i)
Whether the voucher bears the dated initials of the Divisional Accountant in token of his having exercised the preliminary checks as prescribed and whether certificates required to be recorded on the bill by the Engineering Officers at different levels have been recorded properly and in a complete manner.

(j)
Special points to be seen in the audit of final bills of contractors are as follows:-

(i)
Appropriate form of final bill has been used;

(ii)
The contractor has added in his own handwriting that the payment is "IN FULL SETTLEMENT OF ALL DEMANDS";
(iii)
A statement in the prescribed Form, showing the materials issued to the contractor and used on the work is enclosed to the bill.

(iv)
There is no loss of materials or improper issue to the Contractor or improper use of materials by him. Cost of materials is recovered at rates specified in the contract agreement but rates to be charged for materials supplied for additional or altered items of work for which tender rates are not paid, are those reckoned for arriving at the rates payable for such items of work in terms of the agreement.

(v) 
The arithmetical accuracy of calculations in the Statement of Materials is ensured. All the materials issued including those supplied free of cost are included in this statement. Quantities of items of work shown in the bill are tallied with those paid in the bill and the quantities of materials are tallied with those shown in the Statement of recoveries of cost of materials.

(vi)
Reasons for variations between theoretical consumption and actual consumption of materials in each case as shown in the Statement of Materials are examined to see whether they are indicative of any sub-standard work justifying payment at a lower rate than that agreed to. If consumption is found to be in excess of the permissible limit, recovery of cost of excess quantity has to be made at penal rates in accordance with the terms of the contract agreement and provisions of relevant rules and orders.

(vii) The Engineering Officer furnishes a certificate to the effect that there are no outstanding dues from the contractor on the final bill as all dues from the contractor are to be settled before payment of the final bill.

10.3.9 Measurement Books:

Measurement Book is one of the most important records of an Public Works Division, wherein all measurements relating to work done and stores supplied are recorded and based on which all the bills for work / stores are prepared and paid. It should be seen during audit that maintenance and upkeep of Measurement Books are in accordance with the prescribed rules. Any error in recording of the measurements may lead to faulty or double payments.

Following points should be seen:

(i) The entries of measurements are made in Measurement Books in accordance with the instructions printed on the fly-leaves of MB and in the CPWA Code;

(ii) No measurement have been recorded by the officers other than those empowered to do so;

(iii) Necessary test check as laid down in rules has been conducted by concerned officers;

(iv) The measurements of unexposed items such as excavation, foundation etc. have been test checked in time before these are covered up;

(v) Measurements of high rates are recorded by Sub Divisional Officer;

(vi) There is no undue delay in payment after measurements have been recorded;

(vii) Contents entered in MB have been checked arithmetically

(viii) The rates shown in abstract of cost for payment are as per approved rates of agreement;

(ix) Totals have been correctly worked out;

(x) The quantities and amounts have been correctly worked out and entered in bill from the MB;

(xi) Quantities have been correctly carried / brought forward;

(xii) Deductions on account of voids as per prescribed percentage have been taken into account for working out net quantities in respect of road work, earth filling work etc.

10.3.10 Register of Measurement Books:

(a)
   It should be seen that:

(i)
This Register showing issues from and return to the Division and Sub-Divisional Offices is page-numbered;

(ii)
It is maintained properly; and 

(iii)
Completed measurement books are kept in the custody of the Divisional Office and preserved for the prescribed number of years after the completion of the works recorded in the books and duly destroyed thereafter. The stock of unused measurement books in the office should be checked with the register to see that none are missing. Cases of missing books, if any, should be investigated at once and if any book cannot at all be located, it should be seen that the Divisional Officer has referred the matter promptly to the competent authority for orders.

(b)    During the scrutiny of Measurement Books it should be seen that:-

(i)
Details of measurements are clearly recorded and entries in the column of contents or area have been invariably made in ink and have not been made in pencil in the first instance and then inked over;

(ii)
Issue of cheque towards payment due has been recorded and a reference to the voucher number and date on which payment was made, has been given in the measurement book:

(iii)
The series of measurements connected with a work for which payments have been made have been crossed off to prevent possibility of double payment;

(iv)
In the case of measurements not crossed off, proper reasons are clarified by the Division and are acceptable;

(v)
Reasons have been invariably given for the cancellation, if any, of a series of measurements;

(vi)
Measurements have been recorded in chronological order and no page is left blank between two sets of measurements relating to the same work;

(vii)
Blank pages or portions of pages left blank have been crossed off and cancelled under the signature of the holder of measurement book, to avoid the possibility of fraudulent entries being inserted at some later date;

(viii)
There is no tampering of entries, there are no erasures or corrections by over-writings and all corrections are made neatly with proper attestation;

(ix)
Contractor's signature is obtained in the book in token of acceptance of measurements;

(x)
All books issued have been returned to the Divisional Office at least once in three years and the entries contained in page 1 of the book agree with those entered in the Register of Measurement Books;

(xi)
Payments on account of each measured work have been promptly made and the dates of measurement and payment as recorded in the measurement book agree with those noted on the vouchers;

(xii)
The rules laid down regarding check of measurements by Engineering Officers are strictly followed by the Officers concerned and evidence of check measurements is found in the measurement books.

10.3.10
Standard Measurement Books: 

(i)
Standard Measurement Books are maintained to facilitate the preparation of estimates for periodical repairs of buildings and also for the purpose of preparing contractor's bills for such repair works thereby avoiding the need for recording detailed measurements on each occasion.

(ii)
Standard Measurement Books should be numbered in an alphabetical series for the division so as to be readily distinguishable from ordinary Measurement Books and a separate Register maintained for them in the Divisional Office, in the prescribed form. The original Standard Measurement Books should be kept in the personal custody of the Divisional Accountant. A similar Register should be maintained in each Sub-Division showing the books belonging to it. It should be seen during audit that all the requirements of relevant rules have been complied with by the Engineering Officers.

(iii)
It should also be seen that:-

(a)
Entries in the books are made legibly in ink and certified as correct by a responsible officer;

(b)
The Engineering Officer has inspected the books periodically to ensure that the entries have not been tampered with and that all corrections due to additions and alterations in the buildings have been made with proper attestation and the standard measurement books are kept up to date;

(c)
Certificate as required is recorded by a responsible officer at the time of preparing bills for payment and a suitable note regarding payment is recorded in the Standard Measurement Books when the payment is made ;  and 

(d)
The Engineering Officer has furnished a certificate to the higher authority by the due date each year.

10.3.11 Material At Site Account



It should be seen that:

      (i)      Materials have been counted by a responsible officer within the last 12 months and certified to be in good order;

(ii)
Balances as shown in the Register of Works agree with those shown in the abstracts submitted by Sub-Divisions and there are no discrepancies;

(iii)
When a work has been completed, the materials at site account is cleared either by a return of the materials to stock or by transfer to another work; and

(iii) Value and quantity of materials borne on the site accounts agree with those as shown in accounts for preceding months.

10.3.12 Recovery Statement of Material issued to the contractors:

The recovery statement for material issued to the contractor appended with the bill should be checked to see that:

(i) The Material Recovery Statement has been prepared in prescribed format and is appended with the bill;

(ii) The up-to- date issues of materials as shown in the statements are correct as per actual issues and as per unstamped acknowledgments obtained from the contractors.

(ii)
Recovery of cost is correctly made at the rates stipulated in the agreement.

(iii)
Materials, which have not been stipulated in the agreement, have been issued to contractors only after obtaining orders of the competent authority and after the issue rate and date of delivery are decided.

(iv)
Materials-At-Site account is maintained properly in accordance with the instructions issued in this behalf.

(v)
Debit for the cost of materials supplied has been correctly computed and posted in Contractor's Ledger and unless ordered otherwise, all recoveries due are made from each running account bill and the ledger balances are fully cleared at the time of making final payments to the contractor.

(vi)
The theoretical statement for consumption of materials such as cement, steel, bitumen etc. has been prepared on the basis of actual work done, if the Division as per agreement has supplied such material.

(vii)
Materials have not been issued in excess of requirements.

(viii)
Action has been taken by the Divisional Officer to take back on completion of the work, any materials found to have been issued in excess of the theoretical requirements.

(viii) In case excess quantities of materials are not returned to stores, recoveries on this account are made from the contractor's bills as stipulated in the contract agreement.

10.3.13 Scrutiny of Extra and Substituted Items:



Points to be seen are as follows:-

(i)
Extra / substituted items were really necessary and were not covered by the scope of the provisions in the agreement;

(ii)
Such items have been sanctioned by the authority competent to do so;

(iii)
Tendered items whose rates are very low or which involve procurement of some special types of materials have been substituted only with proper justification and there is no suspicion of any attempt to benefit the contractor unduly by the substitution;

(iv)
Rates sanctioned for such items are supported by Rate Analysis and they have been worked out strictly in accordance with the terms and conditions of the agreement and approved by the competent authority;

(v)
Ordinarily, no payment is made in respect of such items before finalizing the rates in terms of the contract and before approval of the competent authority; and

(vi)
If payments are allowed for such items in anticipation of approval of competent authorities, part rates are paid in the running bills so that there will be no overpayment to the contractors in the event of the proposed rates being reduced by the sanctioning authority.

10.4 Stores and Stock Accounts and Transactions:


For the selected month or months, the stock accounts should be checked to see that:-

(i)
They are obtained in accordance with the rules prescribed and kept update;

(ii)
Quantities of both receipts and issues are correctly taken into account and balanced properly;

(iii)
Materials purchased for particular works against sanctioned estimates or specific orders of the competent authority, are charged to the work concerned and accounts of materials at site are kept in such cases;

(iv)
Material is purchased not for any specific work but for meeting the requirements of the current works of the Division are charged to the suspense head "Stock" and proper accounts thereof are kept;   and

(v)
Issue to works have been charged to the appropriate Sub-head of suspense accounts and carried to Contractor's Ledger or to materials account concerned.

10.4.1
Stock balances should be scrutinized to see whether any articles held in stock have not at all been utilized for more than one year and whether any articles are unnecessarily stocked, especially those which are permitted to be purchased locally whenever required. It should also be seen that:-

(i)
The quantities kept in hand bear a reasonable proportion to the average half yearly consumption;

(ii)
The total balance at any time has not exceeded the sanctioned Reserve Stock Limit;   and

(iii)
Money is not unnecessarily locked up in superfluous stock which may entail loss through deterioration.

The audit Party should enquire into accumulated and obsolete store articles to the best advantage of the department and the steps taken to dispose of unused surplus.


10.4.2
Stock transactions are to be accounted and recorded properly and as prescribed in the relevant rules and orders. The following additional points should be seen:-

(i)
Amounts of stock vouchers have been debited to the head 'stock' and quantities shown therein are traceable in the Stock Register.

(ii)
Articles received from other sources, e.g. from purchases for which payment is not immediately made, manufacture or writes back from works, are traceable in the Stock Register (Ledger) and proper sanction has been given for each transaction.

(iii)
Every issue shown in the account of daily issues of materials is based on indents and acknowledgments of the receiving officer. In the case of transfers within the Division, the receiving officer has duly accounted for the receipt in his stock accounts.

(iv)
Monthly totals of the quantity of articles received and issued agree with the corresponding entries in the other prescribed schedules of stock register and issues.

(v)
Entries in stock receipt schedule are verifiable with the corresponding entries in work abstracts.

(vi)
Issue rate charged is correct 

(vii)
In the case of private sales including sales to contractors, the additional percentages on the cost of the articles, if any, prescribed by rules as centage, have been recovered and credited to revenue.

(viii)
Quantities and values shown in Schedule of Stock Issues agree with the entries in the Stock Register.

10.4.3
The points to be covered in the audit of the Register of Stock (Ledger) are as follows:-

(i)
The opening balance agrees with the closing balance of the last audited register.

(ii)
Closing balances are correctly worked out.

(iii)
Present value of stock has been calculated at the present issue rates.

(iv)
The difference, if any, between the value of the stock thus arrived at and the actual value of the stock as on record is adjusted in the manner prescribed and valuation of stock is done correctly according to relevant rules.

(v) 
Review of Register of Stocks has been submitted to the higher authority concerned on the due dates, if such a requirement has been prescribed.

(vi) 
Periodical verification of stock has been conducted in accordance with the relevant rules.

(vii)
Shortages noticed during stock verification have been investigated and suitable action has been taken to fix personal responsibility and to recover their value and excesses have been taken to stock.

(viii)
Reserve Stock Limit, if any, fixed for the Division is reasonable and based on the actual requirement of materials.

10.4.4
It should be verified that stores articles, which are not really required are not indented. For this purpose, the Half Yearly Register of Stock may be scrutinized to find out the opening balances of the same kind of articles as indented and the utilization of the total stock (i.e., opening balance plus receipts) within a reasonable period.

10.4.5
Issue rates of stock as noted in the Register should be checked with the rates at which the articles are actually issued to works and contractors.

10.4.6
In respect of issues to contractors for work it should be seen that instructions issued in this behalf in Rules and Orders have been followed. It should be seen that:-

(i)
Issues are generally confined to materials which have to be supplied under conditions specified in the contract agreement;

(ii)
Issues are charged for at rates specified in the contract;

(iii)
No carriage or incidental charges are debited against stock for moving the materials beyond the place where the contractor has agreed to take delivery thereof;

(iv)
Surplus materials are not taken back to stock except under circumstances authorized in the procedure prescribed in this regard; and

(v)
In cases where, though the tender of a contractor is for carrying out the work with materials purchased by himself in the open market, materials are supplied to the contractor by the Division for the work, cost of materials is recovered at current issue rate or market rate whichever is higher and in addition, sales tax under the State Sales Tax Act / Law in force is recovered

10.5 Road Metal Account

In order to facilitate the consolidation or repairs of a road it is customary to collect and stock metal on the side of the road. In such cases, quantitative account of the metal so collected in each kilometer of road, is maintained in the Measurement Book, showing receipts, issues and monthly balances of material on hand.

10.5.1
During audit, receipts shown in the account should be checked with the relevant vouchers and work abstracts for metal collection and the issues with those of metal consolidation or maintenance. It should be seen that balances remaining in each kilometer have been correctly worked out and that expenditure incurred on collection has been finally charged off to the estimates concerned in accordance with the relevant rules.

10.5.2
It should be verified that copies of loose sheets containing quantity accounts of road metal maintained in the Sub-Divisional Office have been submitted monthly to Divisional Office within a fortnight of submission of monthly accounts, as prescribed and that there are no arrears in this regard.

10.5.3
It should be seen that a responsible officer has checked balances of road metal by actual measurements and results of verification have been recorded in the Measurement Book with a note explaining discrepancies between the book and actual balances.

10.5.4
It should be verified that the Road Metal Rate Book (Land Register) is properly maintained up to date. The standard rates noted in the book should be compared with the rates actually paid in the bill for metal collection. It should also be seen that there is no omission to include kilometer of road recently metalled, and to indicate changes of quarries, which involve a change of rate.

10.5.5
As the Divisional Officer is required to conform to the sanctioned kilometer-wise allotments for particular roads, it should be seen during audit that the kilometer rates have not been exceeded in the case of road works.

10.6 Tools and Plant Accounts

The following points should be seen:-

(i) Whether all articles received are properly examined, counted, and accounted for Tools and Plants Account;

(ii) The issues are made only on proper indent form against proper acknowledgement;

(iii) The receipts and issues are properly entered in Tools and Plants Register;

(iv) The accounts of T&P issued for the use by subordinate sub- divisions are received periodically in Divisional Office and the articles are returned in good condition without undue delay;

(v) The ledger account of T&P is properly maintained as per rules and procedure;

(vi) The physical verification is carried out by the Divisional Officer in accordance with the rules and discrepancies noticed during verification dealt with as laid in CPWA Code;

(vii) The articles of T&P are not disposed of by sale or otherwise without proper sanction of competent authority. The amount is realized where articles sold with the prior permission of the competent authority.

(viii) Divisional and Sub-Divisional Accounts of receipts and issues and the Registers of Tools and Plant are posted up to date and entries in these accounts for the selected months agree with those in the Annual Return.

(ix)
No machinery is unnecessarily kept idle for long periods without getting it repaired and unserviceable articles as well as machinery are disposed of under orders of the competent authority, to the best advantage of PRI.

10.6.1
When machinery are issued to contractors as stipulated in the contract agreement, the relevant records and Log Books should be examined to see that hire charges, etc., have been correctly worked out at the rates specified in the agreement and damages, if any, have been made good. In cases where the supply is not contemplated in the contract agreement, it should be seen that recovery has been made at the economic rate approved by the competent authority.

10.7   Scrutiny of Advance Payments:

The conditions governing the grant of advance payments to the contractors are contained in Para 10.2.18 of CPWA Code and it should be seen during audit that the said provisions have been complied with.

Following points may be seen:

(i) Advance Payments are allowed only in exceptional cases and also strictly as per the laid down rules;

(ii) The bills in respect of which advance payment has been proposed should be under check in the Divisional Office;

(iii) Amount of advance payment has not exceeded 75% of the net amount of the bill under check;

(iv) Advance payment has been made with the prior approval of the SE as provided in rules;

(v) Necessary endorsement both on Running Account Bill and on the abstract of cost drawn in MB of the bill under check;

(vi) Full particulars of advance payment are recorded on Hand Receipt through which advance payment released;

(vii) Requisite certificate as provided in rules, has been recorded before release of payment

(viii) An undertaking from contractor has been obtained before release of payment to the effect that amount of advance payment if paid excess of regular Running Account Bill, overpaid amount would be refunded forthwith ;

(ix) Amount of advance is adjusted immediately from the payment of Running Account Bill under check;

10.8 Scrutiny of Secured Advance:

The provisions as contained in CPWA Code and also the instructions / orders issued from time to time have been followed.

Following points should generally be seen during audit:

(i) contract is for finished items of work;

(ii) advance has been allowed against the security of material actually brought at site;

(iii) advance has been in respect of imperishable items only;

(iv) material brought at site was required for bonafide use in the items of works as per contract and the same has been properly examined with respect to their quantity, quality, specification etc.

(v) a formal agreement in the form of indenture form has been drawn up with the contractor under which DDA secures a lien on the material and has been safeguarded against the loss, theft etc. due to contractor, postponing the execution of work or shortage, or misuse of the material;

(vi) the material against which advance has been paid, is in safe custody;

(vii) requisite certifications from Sub Divisional Officer has been properly and completely recorded as per rules;

(viii) the contractor has not been previously paid on the same material brought at site ;

(ix) the amount of advance does not exceed 75% of the value of material brought at site;

(x) secured advance has been granted on such material which is to be consumed within six months;

(xi) a proper detailed account in form CPWA – 26A is appended with each Running Account Bill of the contractor;

(xii) material of secured advance are properly insured wherever applicable;

(xiii) secured advance has been recovered on the consumption of material in items of work or within the period prescribed under rules whichever earlier;

(xiv) when the material of secured advance is not consumed within prescribed period, recovery have been made without waiting its consumption in item of work;

10.9 Interest Bearing Securities:


It should be seen that:-

(i)
The security as per scale prescribed is furnished by contractors, store-keeper, cashier and other officials in charge of stores and cash and is pledged in favour of the Divisional Officer;

(ii)
Instructions issued in this behalf are observed and a record of receipt and disposal of securities is correctly maintained in the Register prescribed for the purpose;

(iii)
All the Fixed Deposit Receipts / Bank Guarantees have been timely renewed to avoid any loss to the authority; 

(iii) rules relating to interest bearing securities as laid down in Para 15.6.1 of CPWA code have been observed and the register of receipts and disposal in form CPWA – 85 has correctly been maintained;

(iv) The securities are in the name of depositors and hypothecated to the Authority

(v) They are kept in safe custody of the officer to whom they have been pledged;


(vi) Security is returned or retransferred only after the lapse of the stipulated period in the bond or contract agreement and after fulfillment of conditions of contract, as the case may be.

10.10 Contractor’s Ledger:


It should be seen that:-

(i)
It is properly maintained, closed and balanced as per instructions issued in the relevant rules and orders;

(ii)
Postings are made as and when payments are made for works executed or for supplies made;

(iii)
All recoveries due are affected in each running account bill;

(iv)
Closing balance is worked out at the end of each month and the work-wise details of closing balance are given in respect of each contractor and signed by Divisional Accountant;

(v)
There is no delay in the adjustment on secured advances, if any, paid and outstanding for over 6 months;

(vi)
Divisional Accountant has effected every month agreement between the balances detailed in the works abstracts and corresponding balances of the accounts in the ledger, every month;

(vii)
In the case of old outstanding accounts action has been taken for preparation and submission of a subsequent running bill or the final bill;

(viii)
Debits for value of stocks supplied during the selected months are made from original receipts given by contractors which should agree with entries in monthly abstract of stock issues and with the rates stipulated in the agreement;

(ix)
Unstamped receipts for issue of materials are duly acknowledged by the contractors and are properly filled;

(x)
There are no balances outstanding for a long period even after the final payment is made to a contractor; and

(xi)
Minus balances, if any, outstanding are examined and cleared expeditiously.

10.11 Register of Miscellaneous Public Works Advances :
It should be seen that:-

(i)
Postings have been made up to date;

(ii)
Page-wise totalling has been done;

(iii)
An abstract of opening balance, credit, debit and closing balance has been prepared correctly each month and signed by the Divisional Accountant and the Divisional Officer;

(iv)
There are no huge balances under "Expenditure incurred in excess of the amounts deposited" in case of deposit works and action has been taken by the Divisional Officer to recover the outstanding amount from the respective authorities without undue delay;

(v)
Vigorous action has been taken for clearance of old outstanding items, especially those classed under "Losses, Retrenchments, Errors, etc.";   and

10.12 Register of Cash Settlement Suspense Account : 
It should be seen that:-

(i)
The Register of transactions adjusted under the head "Cash Settlement Suspense Account", are properly maintained;

(ii)
There are no inward claims outstanding for more than 10 days without sufficient reasons;

(iii)
Prompt action is taken by the Division to send the outward claims;

(iv)
Claims for the month of March are prepared and sent by the due dates;

(v)
at the end of the year there are no balances under this Suspense Account and if any items are outstanding clearance, reasons for the same are on record and acceptable;

(vi)
Year-wise analysis of outstanding items, if any, has been prepared and effective action has been taken to clear them.

10.13 Register of Deposits:

The Register of Deposits is required to be maintained in the prescribed form.


It should be seen that:-

(i)
Transactions have been posted in the Register up to date under the respective detailed heads, as prescribed;

(ii)
Entries of credits and debits agree with the corresponding items in the Cash Book and Refund Vouchers / Transfer Entries respectively;

(iii)
The Register is closed every month and balance struck against each item and totaling is done page-wise;

(iv)
Abstract of credits, debits and balance under the different classes of deposits has been prepared at the end of each month and signed by the Divisional Accountant and the Divisional Officer;

(v)
There is no undue delay in clearing outstanding items;

(vi)
Items outstanding for more than three complete accounting years are reviewed and adjusted as Lapsed Deposits in the accounts for March each year in accordance with the Rules laid down in this behalf;

(vii)
Any item under the classes "Cash deposits of subordinates as security" and "Cash deposits of contractors as security" if cleared from the Register for converting them into one of the recognized forms of interest bearing securities, is traceable in Register of Interest Bearing Securities and the security is physically available in the Division; and

10.14 Register of Purchases:

The Register of Purchases is required to be maintained in the prescribed form.


It should be seen that:-

(i) Transactions have been posted in the Register up to date 

(ii) Entries of credits and debits agree with the corresponding items in the Transfer Entries / OTEO/TE and Cash Book/vouchers;

(iii)
The Register is closed every month and balance struck against each item and totaling is done page-wise;

(iv)
Abstract of credits, debits and balance has been prepared at the end of each month and signed by the Divisional Accountant and the Divisional Officer;

(v)
There is no undue delay in clearing outstanding items;

10.15 Works Abstract:

All charges relating to any original or repair work (or of manufacture) for which a separate estimate has been sanctioned, are collected and shown in a works abstract. However, when a work has been given out to a single contractor, the contractor's bill serves the purpose of the abstract. Maintenance of works abstracts is not insisted upon where payments on a work are not many in a month and in such cases the transactions are directly posted into Register of Works.

10.15.1
It should be seen that:-

(i)
Works abstracts are prepared in the Divisional Office under the supervision of the Divisional Accountant. In cases where they are prepared in a Sub-Divisional Office, they are completed in the Divisional Office by the addition of (a) the value of stock issued, (b) direct expenditure, if any, incurred and (c) adjustments, if any, made, by the Divisional Office;

(ii)
Every entry appearing in a works abstract agrees with a corresponding entry in the connected documents which are:-

Cash Book 


for 

Cash Payments

Schedule of Debits to Stock
for 

Stock Charges

Transfer Entry Book

for 

Adjustments 

Muster Rolls 


for 

Labour Charges

Measurement Book 

for 

Quantities of work

Contractor's Bills 


for 

Materials at Site

Register of Unpaid Wages for unpaid amounts on account of Labour              and  

Contractor's Ledger for unpaid amounts relating to contract;

(iii)
Allocation of charges is correct and they have been debited to the proper sub-heads as found in the sanctioned estimate; expenditure properly debitable to some other sub-head is not debited to "Contingencies" to avoid an excess over the provision under the appropriate head;

(iv)
Entries of receipts and issues of quantities shown in the materials at site accounts agree with those appearing in the body of the Works Abstract and the Register of Works;

(v)
Rates for stock articles issued agree with those shown in the stock accounts;

(vi)
If materials have been purchased from contractors or firms, quantities and rates shown in the Works Abstract agree with those noted in the paid bills concerned;

(vii)
Balance of materials lying at site of a work on the 31st March of each year is counted and certified by a responsible officer 

(viii)
Liabilities shown in the Works Abstracts have been correctly worked out with reference to unpaid amounts relating to each work as recorded in the Contractor's Ledger and muster rolls;  and

(ix)
The Divisional Officer has initialed the abstracts in token of having examined them.

10.16 Register of Works 

It should be seen that:-

(i) Registers of Works are kept up to date and posted in accordance with the prescribed rules and the progress of work as calculated with reference to the quantities executed and rates actually paid in each case, is clearly brought out;

(ii)
All the works in progress have been entered in Register of Works as verified from Register of Sanctioned Estimates;

(iii)
Postings of the monthly outlay under each head have been made from the work abstracts concerned and the total expenditure to date agrees with that noted in schedule dockets;

(iv)
Work slip is prepared as prescribed and submitted for any excesses noticed either over the total estimated outlay for the whole work or over the estimated amount for each individual sub-head and is got approved from the competent authority;

(v)
Rates for departmentally executed works have been struck monthly and there are no abnormal excesses over the estimated rates in the case of works completed or nearing completion;

(vii) Entries relating to materials at site and liabilities agree with those in the materials at site account, the muster rolls, the bills or the Contractor's Ledger, as the case may be;

(viii) Monthly postings are examined and attested under the dated initials of the Divisional Officer;

(ix) The work abstracts are returned to sub – divisional office after having been posted in register of works;

(x) All liabilities and assets are settled and suspense accounts cleared before the accounts of a work are closed;

(xi) A note of completion of work is recorded in the register under the signatures of the Divisional Officer and that completion reports are submitted in all cases where required and a note of sanction to excess over estimate is kept in the folio concerned;

(xii) The sub head “Additional Charges” for materials issued to contractors has been opened in the accounts of major works, a few charges falling under this category should be examined to see that they are correctly debitable to Govt. and not to the contractors account;

(i) In cases where a supplementary estimate has been sanctioned for a work or the original estimate is revised, necessary additional entries have been made in the same folio of the Register of Works in the former case and the accounts of the original work have been closed and fresh entries relating to the revised estimate have been made in a separate folio in the latter case;   

10.17 Register of Work Orders and Scrutiny of Work Orders:

      It should be seen that:

(i) Register is maintained in prescribed form;

(ii) Work orders are not issued as a matter of routine

(iii) Proper Notice Inviting Quotation is issued

(iv) Quotation opening register is maintained properly;

(v) Work orders are not issued for the amount exceeding the prescribed limit;

(vi) Work orders are issued only in extreme emergency and reasons thereof are duly recorded with complete justification;

(vii) Work orders are issued with the prior approval of the competent authority

(viii) All the work orders are correctly entered in register;
 

(ix) Amount of work order is within the powers of work order accepting authority;

(x) The work orders issued are within the prescribed individual / annual limits;

(xi) Rates allowed are not comparable higher than that might have been obtained in case of tenders;

10.18 Register of Supply Orders and scrutiny of Supply Orders:

It should be seen that:

(i) Register is maintained in prescribed form;

(ii) Supply  orders are not issued as a matter of routine

(iii) Proper Notice Inviting Quotation is issued

(iv) Quotation opening register is maintained properly;

(v) Supply  orders are not issued for the amount exceeding the prescribed limit;

(vi) Supply  orders are issued with the prior approval of the competent authority

(vii) All the Supply  orders are correctly entered in register;
 

(viii) Amount of Supply  orders is within the powers of Supply  order accepting authority;

(ix) The work orders issued are within the prescribed individual / annual limits;

10.19 Examination of Muster Rolls:

Muster Rolls are the initial records of labour employed on a work. They are always retained in the Divisional Office and are not sent to any other office. It should be seen in audit that Muster Rolls are maintained in machine numbered forms in accordance with prescribed instructions.

10.19.1
Points to be covered during check of muster rolls are as follows:-

(i)
Payments have been made and witnessed by officers empowered to do so.

(ii)
Charges are solely on account of labour wages. Wages of peons and similar employees are not included in muster rolls as such employees’ form a part of the regular establishment for which a separate and distinct sanction is required.

(iii)
Designations of the labourers employed as noted in the muster rolls indicate that they are specifically connected with execution of the work concerned.

(iv)
Charges have been correctly allocated.

(v)
Payments of wages have not been unduly delayed.

(vi)
Balance of wages remaining unpaid has been carried over to the arrears register and agrees with the corresponding entries in the Register of Works.

(vii)
Number of labourers employed each day as per the muster roll agrees with those shown in the corresponding daily labour reports.

(viii)
In the case of casual labour, sanction for employment of such labour exists.

(ix)
Duplicate copies of muster rolls are not prepared and separate rolls have been prepared for each period of payment.

(x)
A Register of Muster Roll Forms as per proforma prescribed is maintained properly by the officers concerned and proper acknowledgements are taken and kept on record when muster rolls are issued to authorized subordinates.

(xi)
The system followed does not give scope for muster rolls being misused.

10.20 Work Charged Establishment:

It should be seen that charges relating to pay of work charged establishment and other contingent expenditure debited to the work are correctly chargeable to the particular work and as per provision made in sanctioned estimate.

10.20.1
Register of Work Charged Establishment: 


It should be seen that:-

(i)

Proper sanction exists for each post;

(ii)
Provision for the employment of staff on the work has been made in a separate sub-head of the sanctioned estimate;

(iii)
Pay of each post does not exceed the rate prescribed for that post; and

(iv)
The Establishment is set up strictly in accordance with the prescribed rules and the pay of members of the regular establishment entertained in excess of the scale sanctioned for such establishment is not charged to work.
10.20.2
Payments: 

Paid vouchers relating to work charged establishment sanctioned by the Divisional Officer should be checked to see that:-

(i)        Bills are prepared in the prescribed form;

(ii) An Unpaid Wages Register is maintained prescribed for wages remaining unpaid on monthly bills;

(iii) Pay of a supervisor is not charged to a work where no work has been executed and paid for, as can be found out in the accompanying outturn statement;

(iv) No leave salary is paid to members of work charged establishment except as provided for in the rules;

(v) Only actual travelling expenses as per rules have been allowed;

(vi) Wages for a month are paid only in the next month;

(vii) Deductions in the salary bills of the work charged establishment are regularly made and properly accounted for in the Cash Book;  and

(viii) Pay drawn in the existing scale and date of increment are correct, pay fixed in the new scale and weightage allowed with reference to total service, etc., are correct and there is no error in allocation;   and

(ix) Fixation of pay has been done in accordance with the relevant rules and instructions issued by the competent authority

(x) In case of transfer from one place to another, Last Pay Certificate is prepared properly.

10.21 Imprest Account:

Imprest Account is maintained like Cash Book of Imprest Holder:

The following points should be seen:-

(a)
Imprests are checked and recouped punctually before the Cash Book for the account month is closed and amounts of imprests are not unduly excessive.

(b)
There are no avoidable delays in the adjustment of outstanding Temporary Advances.

(c)
Imprests are not sanctioned by Divisional Officers in excess of prescribed limits.

 (d)
Certificates of Cash Balances in imprest accounts are given after actual count.

(e)
Receipts from imprest holders have been obtained and filed for imprests outstanding on 31st March.

(f)
Payments are not made from Imprest Holder's private cash.

(g)
Imprest accounts are properly scrutinized by the Divisional Officer before recouping the imprest.

10.22 Transfer Entries:

10.22.1
It should be seen that the Transfer Entry Book is properly maintained and all transfer entries are supported by proper vouchers of transfer of charges. The purpose served by each Transfer Entry should be verified to ensure that the adjustment was justified.

10.22.2 Transfer Entries involving rectification of errors should be scrutinized to see that the rectification was really necessary and in order and that the original error does not disclose a defect in the system of accounting or indicate any financial irregularity.

10.22.3 All adjustments due to erroneous debit in the first instance, especially those effected during March, should be carefully investigated. Such transactions should be traced into works abstracts and registers of works. It can be ascertained from such verification that the transfer of a charge was really due to a genuine mistake or whether the adjustment was intended to hide an excess expenditure over a sanctioned estimate or to show falsely that the available grant has been spent in full.

10.22.4 An intelligent and careful scrutiny of Transfer Entry Orders has to be conducted as they are likely to be resorted to sometimes to cover up irregularities by the Divisions. The following points should be kept in view in the audit of transfer entries:-

(a)
They are prepared by competent authorities in accordance with the prescribed rules and do not disclose any defect in procedure.

(b)
Entries of debits and credits pertaining to the heads of account or works are duly linked up with the corresponding schedule or schedule docket.

(c) Adjustments are bona fide and do not reveal any fictitious transactions.

For example,


(i)
Debiting to a work the cost of materials not required or in excess of actual requirements;

(ii)
Debiting to a particular work for which funds are available the value of materials intended to be utilized on another work for which funds are not available; and

(iii)
Writing back of the value of materials used on a work to avoid excess outlay over appropriation, etc.

10.23 Other Important Points:

In addition to the checks to be exercised during internal audit of Public Works Division as contained hereinabove, following points are also relevant to be seen:

10.23.1
Reports of Chief Technical Examiner / Quality Control:

The reports of the Chief Technical Examiner / Quality Control should also be seen and causes for defective execution of work or substandard quality of work should be analyzed with a view to see whether there has been any lack of supervision on the part of departmental staff calling for disciplinary action and whether action for blacklisting of contractors for doing bad work is called for. Similarly it should be seen that recoveries pointed out by CTE/QC have been effected from the contractors bills. The prescribed register should also be maintained in this regard for watching recoveries and this register should be checked.

10.23.2 Physical Verification of Stock Materials:

It should be seen that whether the annual stock taking has been done as per provisions of CPWD Code and the physical verification of stock materials has been conducted and balances and book balances have been agreed and in case of disagreement, action has been taken as required under rules. Losses of stock which are due to negligence of the departmental officers should be brought to specific notice of the higher authorities;

It should also be seen that:

(i) material is not purchased in excess of requirement;

(ii) the material is purchased at competitive rates after call of proper quotations / tenders;

10.23.3 Lack of Coordination in Civil, Electrical contracts:

A critical study of cases where it is noticed that delay in completion and handing over of flats etc. is due to delay in execution of allied services such as water supply and electricity should be conducted to see whether this has resulted loss to the authority on account of constructed houses remaining vacant for long time. Special attention should be paid to such schemes which are under watch and ward / maintenance after completion.

10.23.4 Works Abandoned Midway:

Cases in which works have either been discontinued or stopped after incurring considerable expenditure should be seen to ascertain the reasons and to find out whether stoppage of work is due to default of the contractor and whether action under the terms of contract has been taken.

10.23.5 Excess Quantities: 
It should be seen that the quantities actually executed as paid for in the work bill do not exceed the quantities stipulated in the agreement and valid reasons are placed on record in case of excess quantities and approval of the competent authority as prescribed has been obtained therefor. Special attention should be paid to items where the contractors have quoted abnormally high / low rates. Final rates sanctioned for excess quantities should be examined with reference to the relevant terms and conditions of the contract agreement
10.23.6 Progress of Work : 
While reviewing the progress of work, audit should cover the following points:-

(i)
The contractor has maintained the progress in executing the work as stipulated in the relevant clauses of contract agreement.

(ii)
Whenever there is a shortfall in progress, suitable action has been taken by the Division in terms of contract.

(iii)
In cases where the work could not be completed before the due date stipulated in agreement, action to extend the period of currency of the contract has been taken by the Division before the expiry of the contract period, as prescribed.

(iv)
Application for extension of time for completion of the work has been submitted by the contractor within the time specified in the agreement.

(v)
Extension of time has been justified and recommended by the Sub-Divisional Officer on valid grounds.

(vi)
Extension of time has been granted by the authority competent to do so.

(vii)
In case of any default on the part of the contractor (stoppage, non-completion of work, etc.), penalty has been levied on him in terms of the contract.

(viii)
Remedial action has been promptly taken in cases of departmental lapses contributing to slow progress, stoppage, non-completion of work, etc,.
10.23.7 Detection of fictitious payments of work done:
Audit should see that:

(i) Complete details relating to name of work, nomenclature of items, location etc. are clearly mentioned in agreements and paid bills; 

(ii) Measurements are diagonally struck as and when these are abstracted and brought forward in the bill to avoid any chances of double payments;

(iii) A proper note of payment of Running / Final Bill is kept in Register of Agreement / Work order/supply order;

(iv) Maintenance works such as desilting of drains, cleaning of septic tank, removal of garbage etc. should be carefully examined to detect double / fictitious payment;  

10.24 Cash Book:

Audit Checks relating to Cash Book mentioned in Para 6.3 – Chapter – 6 of this manual in so far as they are applicable should be conducted  

10.24.1 Entries of receipts in the Cash Book should be checked with counterfoils or receipts to see that receipts an officer has invariably granted receipts for the amounts received authorized to issue them. Some of the Receipts which are traceable in other records, such as account sales, tool registers, etc., should be verified with the entries in such records.

10.24.2 It should be seen in audit that:-

(i)
Cash realized is not utilized for expenses by the Division or Sub-Divisions;    and

(ii)
All receipts are promptly paid into the Treasury / Bank or at least before the end of the month to which they relate, by verifying the entries and acknowledgments of the Treasury / Bank in the Remittance Register / Bank Challans.

10.24.3 Payment entries in the Cash Book should be compared with vouchers and traced into works abstracts or Register of Works. It should be verified that:-

(i)
Entries in the Cash Book are in chronological order,

(ii)
There are no cases of interpolation,

(iii)
Cash Book is posted daily with clear details of the service or work for which a cheque is issued; and

(iv)
Entries in the Cash Book are attested by the authorized officers;


10.24.4 It should be checked that self-cheques are drawn only for meeting petty expenditure and making cash payments in certain cases, e.g., wages of labourers and work charged establishment and value payable postage and that all other payments are made through crossed cheques issued to the parties concerned.

10.24.5 The additional points to be seen are mentioned below :-

(a) Works Cash Book is maintained in the prescribed form and posted, balanced and closed in accordance with the instructions issued in this behalf or contained in the relevant rules etc. ;

(b) All entries of receipts and payments and the actual balance of cash in the Cash Chest are verified and any deficit or surplus in actual cash balance as compared with the book balance is accounted for as prescribed in the relevant rules;

(c) Unduly large cash balances are not kept in hand;

(d) In the case of time expired, lost and cancelled cheques, procedures as prescribed are followed;

(e) Brief remarks relating to renewal, cancellation or loss of a cheque are recorded in the Cash Book;

(f) In the case of a lost cheque, a certificate from the Bank / Treasury Officer stating that the fact of loss has been recorded by him has been furnished;

(g) Dates of drawal of cheques as shown in the cheques agree with those noted in the Cash Book;

(h) Cheques are not drawn and deposited in the cash chest at the close of the year for the purpose of showing the full amount of grant as utilized;

(i) The work of monthly reconciliation of remittances into Bank / Treasury and cheques issued with corresponding figures and certificates of the Treasury Officer through Schedules of Settlement with the Treasuries or of the Bank Pass Book / Statement has not fallen into arrears, and the differences have been reconciled promptly and not allowed to accumulate;

10.24.6 Bank Reconciliation Statement:

The checks to be conducted in relation to Bank Reconciliation Statement have been given in Chapter 6 – Para 6.5 and 6.6 which may be referred to.

10.25 Cheque Books and Receipts Books:

Audit Checks relating to Cheque Books and Receipts Books mentioned in Para 6.4 and Para 6.26 – Chapter – 6 of this manual in so far as they are applicable should be conducted.

Following points may also be seen:

(i) all books, on receipt, are entered into the register of cheque and receipts books and that the register is maintained and reviewed properly as laid down in Para 23.1.1 and 23.1.3 of CPWA Code;

(ii) before cheque / receipt book is brought into use, the certificate of count of number of the form is duly recorded;

(iii) time expired, cancelled or lost cheques are properly dealt with;

(iv) the progressive total of cheques drawn is entered on the reverse of each counterfoil as required under note below Para 6.2.13 of CPWA Code;  

10.26 Register of Bills Received / Contractors Bills:


It should be seen that:-

(i)
The register is posted regularly and correctly;

(ii)
An abstract is drawn up at the end of each month showing Opening Balance, Receipts, Total, Disposals and Closing Balance; and

(iii)
Scrutiny of causes for any unusual delay in the passing / payment of bills does not reveal any serious irregularities in the execution of work, supply of materials, etc.

10.27 Other Records:


In the case of other records and registers required to be maintained by the Engineering Divisions / Sub-Divisions CAUs not specifically referred to in this Manual, it has to be verified that they have been maintained in the prescribed form and in accordance with the relevant rules.

    10.28
The results of audit in respect of Public Works Division may be brought out as per the Major Important Items as given in Appendix - 16 as far as possible.

CHAPTER – 11

11.0
Audit of Land Sales Branch (Residential)


In Internal Inspection, it should be seen that:

(i) Property Registers and other land records are maintained in prescribed form 

(ii) Property Registers are maintained scheme wise;

(iii) Complete details of plots i.e. full names, complete addresses of persons to whom allotted, date of allotment, date of handing over possession etc. are mentioned in property registers;

(iv) Plots are allotted promptly and are not remained vacant for the periods longer than necessary and without sufficient reasons;

(v) The norms fixed for allotment of plots to individual have been followed;

(vi) Plots to individuals other than those whose lands have been acquired and individuals in Middle Income or Low Income / Janta Group are made by draw of lots conducted as per prescribed procedure;

(vii) Plots in excess of prescribed size are normally disposed of by way of auction. It should be seen that the norms fixed to this effect have been followed. In case, there are any exception, the reasons therefor ascertained and commented upon, if necessary;

(viii) Eligibility for allotment of plots has been fully established as per the norms fixed under DDA [Disposal of Developed Nazul Land] Rules 1981;

(ix) Allotment of plots at predetermined rates has been made only in the following cases;

(a) To individuals whose land has been acquired for planned development of Delhi. Such an allotment has been made on the recommendations of the Delhi Administration [Land & Building Department]

(b) The size of plot allotted at predetermined rates has been fixed after taking into account the area and the value of land acquired from him; and

(c) The location and the value of land allotted with the approval of LG / Chairman, DDA

(d) The rate charged has been got checked / fixed from Finance Branch;

(x) Demands for premium are raised promptly after getting the same checked from Finance Department;

(xi) The installments of premium, wherever applicable, are realized on due date;

(xii) Ground Rent, cancellation charges or any other dues before execution of lease deed has been assessed correctly and realized promptly;

(xiii) Possession of plots where full premium has been realized has been given promptly;

(xiv) The files of plots after handing over possession are transferred promptly to Lease Administration Branch for execution of lease deed; 

(xv) Ground Rent is regularly recovered and there is no loss of revenue on this account;

(xvi) Any loss of revenue on account of ground rent, interest on capital invested, and blocking of funds on account of non – allotment of plots for longer periods should be highlighted. 

CHAPTER – 12

12.0 Audit of Land Sales Branch (Industrial)


In Internal Inspection, following points will be looked into generally:

(i) Property Registers and other land records are properly maintained in prescribed form;

(ii) Complete details of plot and related entries have been made correctly in Property Registers / Land Records;

(iii) Property Registers and other land records are properly and correctly  maintained 

(iv) Property Registers are maintained scheme wise;

(v) Plots are allotted promptly and are not remained vacant for the periods longer than necessary and without sufficient reasons;

(vi) The norms fixed for allotment of plots to individual have been followed;

(vii) Eligibility for allotment of plots has been fully established as per the norms fixed under DDA [Disposal of Developed Nazul Land] Rules 1981;

(viii) Land at pre determined rate has been allotted only to those industrialists or owners and occupiers of warehouses who are required to shift their industries and warehouses from non-conforming areas to conforming areas under the Master Plan, or whose land is acquired or is proposed to be acquired under the Delhi Development Act.

(ix) There is evidence on record that the size of industrial plot has been determined with reference to the requirement of the industry or warehouse set up or to be set up in accordance with the Plan and such industrialists and owners of warehouses have the capacity to establish and run such industries or warehouses and on the condition that the land allotted at predetermined rates shall not in any case, exceed the size of land which has been acquired if any, from such industrialists or owners and occupiers of warehouses and which form part of Nazul land and that land has been allotted on the recommendations of Land Allotment Advisory Committee or in the absence of such recommendations with the approval of the LG/Chairman, DDA.  However, where the industrialists hold less than 200 sq. mtrs. area in non-conforming area and area up to 200 sq. mtrs. is allotted at pre-determined rates.

(x) Land to industrialists who hold import or manufacturing license under any law for the time being in force for setting in force for setting up a new industry and who are not entitled to allotment of Nazul Land on pre-determined rates has been allotted on a premium fixed with the approval of the LG/Chairman, DDA in consultation with the Finance and Accounts Member, DDA having regard to the prevailing market price of land.

(xi) Premium for allotment of land has been recovered in accordance with the installments prescribed under the DDA (Disposal of Developed Nazul land) Rules 1981.

(xii) The following conditions have been fulfilled for allotment of land at predetermined rates:-

a) The unit is pro 1.9.62 entrant.

b) The unit is working in non-conforming area.

c) The unit has valid license of MCD for working in     the non-confirming area;

(xiii) Where any of the above three conditions are fulfilled, the land has been allotted to such units at commercial rates subject to fulfillment of the following conditions:_

a) The unit is pre 1.9.62 entrant but did not have the MCD license for working in non-conforming area on the date of application for allotment of land.

b) The unit is post 1.9.62 entrant but had MCD license on the date of application for working in non-conforming area.

(xiv)
Land has been allotted at commercial rate plus 20% in the following cases:-

a) Where the unit is post 1.9.62 entrant and has no MCD license on the date of application for working in the non-conforming area.

b) Where the unit is functioning in an area which was subsequently declared as conforming area or the unit has license for local commercial category.

(xv) No allotment of land has been made after 16.5.1968 to the units running their industries in conforming areas.  Where allotment to Industrial Units existing in conforming areas has already been made prior to 16.5.1968, allotment already recommended has been allowed to stand on premium being  charged at commercial rate plus 20%.

(xvi) Allotment of land to industrialists has been made through auction only in those cases who hold valid license for running the industry.

(xvii) In determining equivalence of area in the non-conforming area and conforming area where  land is allotted under shifting programme, FAR allowed at the existing and new site has also been taken into account.

(xviii) That unearned increase/fine has been correctly charged in case of exchange of plots by allottees and unauthorized construction on adjacent plot in accordance with the norms and rates fixed for allowing or regularizing such an exchange.

(xix) Sub-letting has been allowed only where the conditions/restrictions for sub-letting floor space have been fulfilled and rates of license fee for allowing such sub-letting are being recovered. 

(xx) The demands for premium and other purposes have been raised after getting such demands checked from the Finance Branch.

(xxi) Whether surveys have been carried out to ascertain that:-

a) The industrialists who have been allotted land under shifting programme have stopped operations in the premises in non-conforming area and if not penal action taken against them.

b) The industrialists have constructed building on the plots allotted to them within the prescribed period and if not penal action taken against them.

CHAPTER – 13

13.0 Audit of Land Sales Branch (Institutional)

In the local inspection of Land Sales Branch (Institutional.) the following points may be generally looked into:-

(i) Property Registers and other land records are properly maintained in prescribed form;

(ii) Complete details of plot and related entries have been made correctly in Property Registers / Land Records;

(iii) Property Registers and other land records are properly and correctly  maintained 

(iv) Property Registers are maintained scheme wise;

(v) Plots are allotted promptly and are not remained vacant for the periods longer than necessary and without sufficient reasons;

(vi) The norms fixed for allotment of plots to individual have been followed;

(vii) Eligibility for allotment of plots has been fully established as per the norms

13.1
No allotment of land to public institutions has been made unless the following conditions are fulfilled:-

a) According to the aims and objects of the public institutions, it directly sub serves the interest of the population of the Union Territory of Delhi, is generally conducive to the planned development of Delhi and it is proved that the work to be carried out by the public institution cannot with equal efficiency be carried out elsewhere than the Union Territory of Delhi.

b) It is society registered under the Societies Registration Act, 1860 or such institution is owned and run by the Govt. or local authorities or is constituted or established under any law for the time being in force.

c) A certificate is on record that it was in position of sufficient funds to meet the cost of land and construction of building for its use, and

d) At is of non-profit making character.

e) Allotment to such institution is sponsored or recommended by the Department of the Delhi Administration or concerned Ministry of the Central Govt.

13.2
The following conditions prescribed by the Central Govt. have been fulfilled in this behalf:-

a) Each case of allotment of land to a particular school at a particular rate is made on the recommendations of the Ministry of Education and Social Welfare and the institution has agreed to charge fees from the students as approved by the Directorate of Education, Delhi.

b) That one of the aims of such institution is to encourage the admission of children belonging to the weaker sections of the Society by maintaining suitable differential in fees;

c) Allotment of land to political institutions is made after proper scrutiny of their antecedents and is confined to organizations of political parties recognized in Parliament.

d) Allotment of land to religious organizations like temple mosque, guruduwara etc. is made on the recommendations of the Deputy Commissioner, Delhi who has verified it antecedents.,

e) The allotment of land to private religious, cultural and charitable institutions has been made with the approval of the Chairman, DDA.

f) Allotment of land to Govt. Departments has been made at the no-profit, no loss rate fixed by the Govt. of India, Ministry of Urban Development from time to time;

g) Allotment of land to public sector undertaking/enterprises is made only with the approval of Government that the unit concerned need not be shifted out of Delhi and after its requirement of land has been screened by the Govt.

h) Allotment of land to the State Govt. and their undertakings as well as to Central Govt. Organizations entirely owned or funded by the Govt. is made only after their requirements have been screened by the Central Govt.

i) Allotment of land on temporary basis is made at the rates fixed by the Govt. of India, Ministry of Urban Development from time to time and that the concerned organization/individuals have given an undertaking that no permanent structure will be built thereon and the temporary structure, if any, built thereon will be removed by the allottees at their own cost and that vacant possession of land will be made over to the Govt. as and when resumed by the Govt.

j) The rates for land allotted to various institutions, social, cultural, charitable and religious are correctly fixed in accordance with the rates fixed by the Ministry of Works & Housing [Urban Development] from time to time.

k) The rates fixed for temporary allotment of land are revised as and when these are revised by the Ministry of Works & Housing [Urban Development] and demand raised accordingly;

l) The area of land allotted for various purposes is in accordance with the scales laid down by the Planning Department, Delhi Master Plan, Govt. of India/Delhi Administration (Land & Building Department) as the case may be

13.3
The ground rent is being recovered regularly and there are no arrears on this account. Action is being taken to recover arrears on this account, if any.

13.4
The ground rent is revised, where necessary, in accordance with terms and conditions of leases on the expiry of prescribed period for this purpose.

13.5
Prompt action is being taken to renew leases where leases have expired or are about to expire.

CHAPTER – 14

14.0 Audit of Land Sales Branch (Commercial )

In the local inspection of the Lands Sales Branch (Commercial), the following points shall be looked into:-

(i) Property Registers and other land records are properly maintained in prescribed form;

(ii) Complete details of plot and related entries have been made correctly in Property Registers / Land Records;

(iii) Property Registers and other land records are properly and correctly  maintained 

(iv) Property Registers are maintained scheme wise;

(v) Plots are allotted promptly and are not remained vacant for the periods longer than necessary and without sufficient reasons;

(vi) The norms fixed for allotment of plots to individual have been followed;

(vii) Eligibility for allotment of plots has been fully established as per the norms

(viii) That allotment of commercial land/plots is made on payment of such premium as may be determined either by auction or by tender in accordance with the provisions of DDA (Disposal of Developed Nazul Land) Rules, 1981.

(ix) That price of the commercial plots is paid in accordance with rule 24(b) of the DDA (Disposal of Developed Nazul Land) Rules 1981 and terms and conditions of sale by auction;

(x) That a public notice of not less than 30 days giving the requisite details of the plots has been issued in newspapers of different languages having wide circulation announcing the auction of plots;

(xi) That the reserve price for auction has been got fixed from Finance Branch duly approved by the Finance and Accounts Member/Vice Chairman

(xii) That the highest bid or tender has been accepted by the Competent Authority if it is above the reserve price.

(xiii) That the highest bid or tender below the reserve price has been accepted for recorded reasons with the approval of the LG Chairman, DDA.

(xiv) That the price of commercial plots which have been allotted otherwise than through auction has been fixed on the basis of average auction rates/market rates fixed by the Finance Branch for the area/use etc.

(xv) That the interest for belated payments of premium has been calculated correctly.

(xvi) That cancellation, restoration and surrender charges are calculated correctly in accordance with the prescribed rates and terms and conditions of sale by auction with the approval of the competent authority.

(xvii) That the demands for premium and other purposes have been raised after getting such demands checked from Finance Branch.

(xviii) That unearned increase in case of sale, transfer, assignment otherwise parting with possession, misuse charges, additional premium and ground rent for addition construction etc. are being calculated correctly and demands are raised after getting checked from Finance Branch

(xix) That regular survey are conducted to ascertain whether construction of buildings has been carried out within the time stipulated in the terms and conditions of sale by auction taken and lease deed and penal action taken where called for on account of defaults.

(xx) That the ground rent is being recovered from the due date 

(xxi) That surveys are conducted to ascertain the plots which have been placed at the disposal of commercial branch but which have not been disposed of.  The money locked up due to non disposal to be ascertained.

(xxii) That the files are expeditiously transferred to lease administration branch for execution of lease deeds.

CHAPTER – 15

15.0 Audit of New Leases Nazul Land Branch

In the local inspection of the New Leases Nazul Land Branch, the following points shall be looked into:-

(i) Property Registers and other land records are properly maintained in prescribed form;

(ii) Complete details of plot and related entries have been made correctly in Property Registers / Land Records;

(iii) Property Registers and other land records are properly and correctly  maintained 

(iv) Property Registers are maintained scheme wise;

(v) Plots are allotted promptly and are not remained vacant for the periods longer than necessary and without sufficient reasons;

(vi) The norms fixed for allotment of plots to individual have been followed;

(vii) Eligibility for allotment of plots has been fully established as per the norms

(viii) The lands acquired by the Delhi Administration for the scheme of Large Scale Acquisition Development and Disposal of Land in Delhi and placed at the disposal of the Authority under section 22 of the Delhi development Act 1957 are entered in the Property Register with complete details thereof.

(ix) The area of land as per records of the Delhi Admn.(Land and Building Deptt.) so placed at the disposal of the Authority and that as per records of the Authority is reconciled from time to time and discrepancies, if any settled.

(x) The land so placed at the disposal of the Authority is not being encroached upon or unauthorisedly occupied by anyone.

(xi) The land a\ so acquired and placed at the disposal of the Authority is being utilized only for the purposes approved by the Govt. of India as per DDA (Disposal of Developed Nazul Land) rules, 1981 and for no other purposes.

(xii) The land so acquired does not remain unutilized for period longer than necessary.

(xiii) A proper watch is being kept for the development and disposal of the land expeditiously.

(xiv) Register of disposal of land showing the disposal of lease hold basis, license basis temporary lease basis is being kept up to date.

(xv) Register of leases for perpetual/short-term agriculture purposes are being maintained property.

(xvi) The short term temporary leases are being renewed on the due dates for renewal.

(xvii) All the basic prescribed land records are being maintained property.

CHAPTER – 16

16.0 Audit of Old Scheme Branch

In the local inspection of Old Scheme Branch (OSB) it should inter - alia be seen that:-

i) Property Register of lands under its management is being maintained showing complete details of plots/lands estate-wise, full names and complete address of the persons who have been allotted these lands/who are occupiers of these lands, details of taking over and handing over possession etc.

ii) The records relating to these lands which are generally those prescribed in the Punjab Land Revenue Act, Land Administration Manual Settlement Manual and rules and orders there under in the Punjab Land Records Manual are being maintained properly.  More important of these records are Jamabandi, the register of mutations sanctioned, Fard Bacch, Talbana register etc.

iii) A separate register for built up property is being maintained,

iv) The officer in charge of these lands/properties has examined and certified at the close of each financial year that all properties under the management of the Authority have been entered with property register and that no property is being misused or has been encroached upon or unauthorisedly occupied by anyone.

v) The register of long term/short term and perpetual leases is being maintained and periodical renewal of long term/short term leases is being done.

vi) The consequential revision/enhancement of ground rent on renewal of expired/encumbered leases in terms of lease deeds is being done and watched through the Register of long term/short term leases, the revision enhancement of ground rent is based on the formula for determining the letting value of land prescribed by the Govt. As provided n the lease deed at the time of such renewal.

vii) The register of annual leases, three years leases, twenty years leases etc. are being maintained upto date.

viii) Register of lease agriculture land for agriculture, pastures etc. is being maintained up to date.

ix) The lease deeds are kept in safe custody of the Supdt./ AD of the Branch duly arranged according to estates, block and plots with a proper index of all such lessees both by names of lessees and by estates, blocks and plots.  The lease deeds are being verified and agreed with the index annually by the Branch Officer or an officer nominated by the Vice Chairman and a report of the results of verification is being maintained by the Vice Chairman in April each year.

x) The Sikni Girdawri records are being made on the basis the periodical survey carried out in respect of unauthorized occupation of public premises showing inter alia the particulars of the encroachers, locality area with details of structure date of commencement of encroachment and the purpose for which the premises are being used.

xi) Damages are being assessed, levied and being recovered from unauthorized occupiers  ex-lessees and in the case of expired and cancelled leases in accordance with the procedure prescribed for assessment and recovery of damages for unauthorized occupation of public premises.

xii) Additional premium and additional ground rent are charged for construction of basements, additional storey, permanent change of user or extra coverage etc.

xiii) Penalties are being charged in respect of breaches of the terms & conditions of lease deeds correctly.

xiv) Transfer fees unearned increase etc. in case of sale transfer, assignment and parting with possession, are being charged correctly on the basis of market rates fixed by the Government from time to time.

xv) The ground rent/license fee for temporary allotment of land is being charged in accordance with rates fixed by the Government, from time to time and revised as and when revised by the Govt.

xvi) The allotment of land for institutional purposes is made in accordance with the terms and conditions and at rats fixed by the Govt. from time to time for various purposes.

xvii) No land placed at the disposal of the authority is being disposed of or leased at less than the market value as prescribed in the Nazul Agreement of 1937 without the approval of the Govt.

xviii) Demands raised against the allottees/lessees are being got checked from the Finance Branch.

xix) The recoveries are not in arrears without due cause and monthly/half yearly returns of arrears are compiled and submitted to the Finance & Accounts Member/Vice Chairman after verification by concerned Accounts Branch

xx) The arrangement in connection with the leasing are etc. are such as to secure the best return to the authority.

xxi) The remissions, unit offs, withdrawal or dropping of demands are covered by the orders of the Competent authority.

xxii) The losses on accounts of non-renewal of leases, non-revision of ground rent, letting value etc. should be assessed and commented suitably.

CHAPTER – 17

17.0 Audit of Land Sales Branch [Cooperative Housing Societies]

In the internal inspection of Land Sales Branch (Co-operative Housing Societies) the following points shall generally be looked into:-

i) That land to Group Housing cooperative Societies/cooperative Housing Societies has been allotted on first come first served basis as provided in Rule 6(iv) of the DDA Disposal of Developed Nazul Land) Rules 1981.

ii) That the Group Housing Societies/cooperative Housing Societies which have been allotted land at predetermined rates have been registered under the Delhi Cooperative Societies Act 1972 subject to undertaking given by such Societies that they shall use such land for their bonafide purposes of business only as provided in Rule 21 of the DDA (Disposal of Developed Nazul Land) Rules 1981.

iii) Lease hold rights to Cooperative Societies have been given to the Societies on behalf of the President of India as stipulated in Rule-22 of the DDA (Disposal of Developed Nazul Land) Rules, 1981 and these leasehold rights remain with the Society.

iv) The members of the Society who are allotted a plot or flat by such society are executing sub-lease  in favour of the Society in respect of each plot or flat allotted to them vide Rule 23 of the rules ibid.

v) Final lists of members of the Society duly verified by the Registrar of Cooperative Societies are on record.  These lists should be checked with the list of members submitted by the Cooperative Societies along with their application, for allotment of land to detect any discrepancies between these lists with a view to see that there is no unauthorized membership and that earnest money of Rs.15,000/- has been received with the application for allotment to land to the Society.

vi) The members on waiting list are brought to the regular list on the basis of their seniority in the waiting list.

vii) Demands for ground rent have been issued from the date of handing over possession of land to the Societies.

viii) Area of land allotted to each Society according to its membership.  Presently one acre of land is allotted to the Group Housing Co-operative Societies for sixty members.

ix) The predetermined rate for recovery of premium has been correctly applied for land with reference to the date of allotment.

x) If any alternative plot of land is allotted to a Society in place of old allotment, the difference due to predetermined rate for the old and new area if any, has been recovered and also additional premium has been charge for additional land if any.

xi) Unearned increase has been correctly calculated for transfer, sale, assignment or otherwise parting with possession of plot with reference to the date of complete application seeking such transfer, sale assignment etc.

xii) The demand cum offer letter of land showing 25% of the premium to be deposited within 30 days from the date of its issue and 75% to be deposited with 90 days from the date of its issue has been got checked by the Finance Branch.

xiii) In the case of plotted cooperation Housing Building Society.  It shall be seen that the area meant for commercial and institutional purposes revert to the Authority in accordance with the terms of lease deed and disposal  by the Authority in accordance with the rules pertaining to their disposal.

xiv) The number of Group Housing Cooperative societies whose applications for allotment of land are pending and the total land required to be allotted to them may be ascertained together with the dates of their application for allotment with reasons for no-allotment.

xv) Property register indicating complete details is being maintained in the prescribed form.

CHAPTER – 18

18.0 Audit of Lease Administration Branch
In the internal inspection of Lease Administration Branch generally the following points may be looked into:-

i) Whether the leases are being executed expeditiously on receipt of files from the administrative allotment branches.

ii) There is a proper system whereby lease deeds may be executed simultaneously with handing over possession.

iii) That prompt action is taken where leases have expired or are about to expire for renewal of leases.

iv) Whether lease papers sent to the allottees are being promptly returned for execution within specified period.

v) Whether the leases are being got registered with the sub-Registrar promptly.

vi) Whether any surveys are being carried out to ascertain the non-construction of buildings on the plots within the prescribed period as per terms and conditions of allotment/section. 

vii) Whether any record/registers are being maintained to record the results of survey  and to have the construction completed within prescribed period and then follow up action taken for non-construction.

viii) Whether extension of time for construction has been allowed under the orders of the competent authority and for recovery of prescribed charges for grant of extension.

ix) Whether cancellation of allotments for non construction and other reasons has been done under proper orders of the Competent Authority.

x) Whether restoration charges and penalties have been levied in accordance with prescribed rates and restoration of cancelled plots has done under the orders of Competent Authority in accordance with the prescribed procedure.

xi) The demands on account of interest for belated payments, penalties and restoration charges are got checked from Finance where necessary.

xii) Endeavor should be made to indicate the number of vacant plot on which construction has not been made within the prescribed period and the number of plots of which leases have not been executed.

xiii) That leases are kept in safe custody and the Register of leases is being maintained property.  The periodical renewal of long term/short leases is done and the consequent enhancement of rent in terms of the lease deeds watched through this register.

xiv) That a proper index of all leases both byname of lessee, blocks and plots is being maintained and the lease deeds are being verified and agreed with the index annually by the Branch Officer or such officer as may be nominated by the Vice Chairman and a certificate of index recorded in the Index Register.

xv) A report of the results of verification is made to the Vice Chairman in April each year.

CHAPTER – 19

19.0 Audit of Damages Branch
19.1
Damages against the unauthorized occupants of public premises are assessed by the Estate Officers under the Public Premises (Eviction of Unauthorized Occupants) Act 1958 at the zonal rates fixed by the Authority from time to time separately for residential and commercial use of the public premises.  The basic record on which the assessment is made is the Sikni Girdawari which is an estate - wise record of periodical survey carried out in respect of unauthorized occupation of public premises showing inter- alia the particulars of the encroachers, locality area with details of structures, date of commencement of encroachment and the purpose for which the premises are being used.  Damages are also levied on the ex-lessees or the occupants, as the case may be in the case of expired and cancelled leases in accordance with the procedure prescribed for assessment and recovery of damages for unauthorized occupation of public premises.

19.2
The demands on account of damages assessed by the Estate Officers against encroachers are noted by the Damages Branch in ledger in which a separate page is assigned to each encroacher.  The ledger has three parts i.e. (i) Amount of Show Cause Notice (ii) Confirmed Demand, Demand if revised and (iii) Recoveries against Demands.  This ledger also serves the purpose of Demand and Collection Register. 

19.3
The recoveries effected from each assesses through process servers, Patwaries and Damage Collectors are posted in the ledger from abstract of Daily Collections.  The balances due t\ at the close of each month are worked out in the ledger.  

19.4
An abstract of the monthly collections is prepared after close of each month and the total figure of monthly collections reconciled with that booked in the accounts.  The balance due at the close of the year is also worked out in the abstract and reconciled.


    19.5    It will be seen in the local inspection that:-

i) Notices in prescribed form are being issued regularly to the encroachers under section 7(2) of the Public Premises (Eviction of Unauthorized Occupants) Act 1958.

ii) The particulars of fresh encroachers are being recorded in the Estate - Wise Registers maintained for the purposes and that notices of eviction are issued regularly to the encroachers by the Estate Officer and where the eviction is not made within six months, damages are assessed and recovered before evicting.

iii) The Deputy Director (Lands) reviews the Estate wise Registers and submits a monthly report to the Finance & Accounts Member.

iv) The work relating to issue of notices for the period up to 31st March last ended has been completed up to 30th September in the cases of all encroachers.

v) An assessment register is being maintained and column wise entries are being made in this register at each stage.

vi) Show Cause Notice   is issued regularly on the basis of suggested rates and a fortnightly report of preparation of Show Cause Notices is submitted by the assessment clerks to the Estate Officers. A copy of the Show Cause notice is sent to the Damages Accounts Branch for nothing amount in the Demand and Collection Register.

vii) The Supdt. Incharge/AD (Damages) carries out weekly checking of the register of Show Cause Notices and submits to the Estate Officer, if any specific thing is to be brought to the notice of the Estate Officer. 

viii) A monthly report of notices by the process Servers of the Court is prepared in the prescribed form and submitted to the Estate Officers.

ix) When after hearing the parties the Estate Officers confirm the demand, it should be noted in the Demand and Collection Register and it may be seen in the local audit that these demands are noted regularly and recoveries watched against the demands.

x) The abstract of recoveries made by the process servers, patwaries and damage collectors and deposited with the Cashier is prepared daily and copy thereof sent to the Damage Branch for posting in the Demand and Collection Register.

xi) The Estate Officers inspect their courts and their Branch in the Assessment Wing once in a quarter and copies of inspection notes sent to the Coordinating Officers (Damages) and the Finance & Accounts Members.

xii) Receipts for collection are granted only on the printed receipt form obtained from the Accounts Section and in no circumstances, manuscript receipt shall be issued by the Recovery staff.

xiii) The daily abstract of collections is verified by the Naib Tehsildar with the counter foils of receipts every day to ensure that all the receipts are entered in the daily abstract.  He shall also see that the copy of the abstract bears the acknowledgement of the Cashier.  He shall also record a certificate of check in the Abstract of Receipts.

xiv) Security of appropriate amount of fidelity bond has been obtained from the recovery staff.

xv) Action is being taken to make recovery through effective measures from defaulters under public premises (Eviction of Unauthorized) Act 1958 by issuing ‘Non-recovery Certificate’ to the Tehsildar (recoveries).

xvi) On the basis of records maintained by the Damage Accounts Section, the following information is being sent each month to the Coordinating Officer(Damages)

i) No. of cases decided by the Estate     Officers.

ii) Net assessment

iii) Demands cancelled/reviewed.

iv) Rebates granted

v) Net recoveries 

vi) Process fee recovered/adjusted.

xvii) Total amount on account of arrears of damages and efforts made to effect recovery of the arrears and current demands should be compiled in order to see that there is no undue delay in the recovery of arrears and current dues and that the balances outstanding are not large.

CHAPTER – 20

20.0 Audit of Housing Management Wing
In the local inspections of Housing Management Branches, the following points shall be looked into generally:-

i) That property registers of houses/flats/shops/other built up commercial properties are being maintained in prescribed form showing full names, complete addresses of the allottees, location, premium, ground rent and other particulars in detail.

ii) That housing schemes should be scrutinized to see that there has not been long delays in the completion of houses without sufficient reasons as the delay caused not only block the capital invested by the Authority but also entails payment of interest on the earnest money deposits made by the allottees on registration deposits beyond the period prescribed for completion.

iii) That there is no delay in the allotment and handing over possession of houses after completion after being handed over by the Engineering Department to the Management Wing after completion;

iv) That the premium has been recovered on due dates as per terms & conditions of allotment/ brochures and that interest recovered in cases of delay is correct;

v) That there is no delay in the calculation of premium after the details is supplied by the Engineering Department regarding cost of construction etc.

vi) That demands of premium and ground rent raised against the allottees are got checked before issue from the Housing Accounts Branch;

vii) That Hire Purchase installments are being received regularly and demand notices individually or through press advertisements are being issued.  Interest is correctly being charged on delayed installments;

viii) That regular survey is conducted to list out unallotted houses/flats/shops etc. and steps taken to expedite their disposal;

ix) That demands drafts received in payment are sent to Bank for encashment without delay.

x) That arrears, if any, on account of Hire Purchase installments should be ascertained and steps taken to make recoveries commented upon.

xi) That non-achievement of targets fixed for construction of flats/houses should be brought to notice.  The backlog in making available houses to the registered persons should be   ascertained and commented upon;

xii) That shops/kiosks etc. are disposed of through public auction/call of tenders to the highest bidders after getting the reserve price fixed from Housing Accounts Branch with the approval of the Finance & Accounts Member/Vice Chairman.  Where allotments have been made otherwise than through auction, the market rate has been calculated correctly;

xiii) That there is a proper system of allotment of flats/houses and that this system is being followed strictly.  Out of turn allotments are made with the approval of the competent authority;

xiv) That the pricing of left out flats on being allotted subsequently is done on the basis of formula approved by the Authority;

xv) That there is no delay in the execution of lease deeds after allotments are made;

xvi) That penalties/interest etc. are being charged correctly in case of surrender,  cancellation and restoration etc. with the approval of the Competent authority and demands are got checked from Housing Accounts Branch before issues;

CHAPTER – 21

21.0 Audit of Printing Press
In the internal inspection of the DDA Press, the following points shall be generally looked into that:-

i) The press is utilized to its maximum installed capacity and does not remain idle.  It is run on commercial lines like any other persons.

ii) As far as possible, the authority Printing Work is being done at its own Press instead of getting the work done from the private presses.

iii) The stock registers for purchase of stores like paper, cardboard, ink other articles purchased for use in the press are being maintained property and the yearly stock taking has been done by a responsible officer nominated for the purpose.

iv) In the case of manufacture operations like making and printing of file covers, note sheets, draft from receipt book etc. which are of standard size, the quantity of paper used is according to the quantity of  finished  product and that there is no excess wastage of the paper cut out of  sheets purchased for the purpose in the process of manufacture operations. 

v) The manufactured/printed articles are entered in the stock register correctly.  These are correlated with the raw material issued for the purpose and checked with the entries in the stock register of manufactured/printed articles and issue register;

vi) The issue registers are maintained properly and issues are checked with the indents received from the requisitioning officers/branches;

vii) There is no overstocking of printing forms brochures and other articles in the press and that these are not printed in excess of the requirement;

viii) The purchases of material required are made in a most economical manner and in accordance with the prescribed procedure for procurement of stores through call of quotations etc.

ix) The waste paper and other surplus material in the press is disposed of to the best advantage of the Authority through auction or call of quotations.

x) The staff employed in the press is not in excess of the requirement.

CHAPTER – 22

22.0 Audit of Staff Quarter Allotment Branch
In the local inspection of staff quarters allotment Branch, the following points may be looked into:-

i) Complete record of the staff quarters giving full particulars thereof is maintained;

ii) Seniority list of the applicant is prepared regularly on the basis of annual applications called from the eligible staff for allotment of staff quarters.

iii) Staff quarters do not remain vacant for period longer than necessary after vacation by the allottees.  If these have remained vacant, the loss of revenue/license fee on this account may be ascertained.,

iv) Out of tern allotments have been made to those applicants who are eligible for out of  turn allotment on the basis of norms fixed for the purpose under the orders of the Competent Authority.

v) Staff quarters are got vacated from those who are retired, repatriated to their parent Department, go on deputation to another organization/ Government Departments within the prescribed period of retention; 

vi) Market rent is recovered from those who do not vacate staff quarters on the expiry of the prescribed period of retention. 

vii) License fee is got fixed from the Finance Branch including the market rent for each staff quarter.

CHAPTER – 23

23.0 Audit of Land Sales Accounts Branches
In the local inspection of Land Sales Accounts Branch, the following checks may be generally applied:-

23.1
The Demand and Collection Registers / Ledgers should be scrutinized to see that:-

(vii) Full names and complete address of all persons from whom premium, hire purchase installments, ground rents, licence fee, fines, penalties, forfeitures on belated payments, interest etc. which are recoverable are noted therein;

(viii) All demands have been correctly noted therein;

(ix) All sums due are fully and punctually recovered and checked against demands.

(x) The register should also be checked with other allied registers to ensure correctness of entries made therein.

(xi) Closing balances of the previous demands have been correctly brought forward and all amounts shown in the counterfoils of receipts granted/challans received from banks or allottees  have been noted therein

(xii) Refunds, if any, are correctly worked out and entered in the register and have been made with the sanction of the Competent Authority;

(xiii) In case of belated payments of ground rent and premium, interest has been correctly charged at the rates prescribed from time to time.  The period of delays have been correctly worked out as per terms and conditions of allotment/disposal through auction. 

(xiv) Penalties  on account of non-fulfillment of the terms and conditions of allotment, cancellation and restoration charges, unearned increase in case of sale, transfer assignment or otherwise parting with possession, additional premium on account of permission to built additional floor space, misuse charge; penalties for belated construction etc. have been correctly worked out in accordance with the orders of the Competent Authority  or in accordance with the rules and regulations in  force relating thereto from time to time; 

23.2
Losses on account of non-recovery of demands have been written off under the orders of the Competent Authority.  Similarly waiver or withdrawal of demands has been made under the orders of the Competent Authority; 

23.3
Demands raised by the administrative branches are being got verified from Accounts Branches issued on due dates regularly.

23.3
Notices for recovery of ground rent individually/through press advertisements are being issued on due dates regularly.

23.4
Monthly/six months statements of arrears on account of outstanding demands are being prepared and submitted to the CAO/Finance Member and Commissioner (Lands)

23.5
Extent of arrears on account of demands, recoveries made and action taken to recover the outstanding demands may be highlighted.

23.6 There has not been undue delay in handing over possession of plots and consequent locking of capital invested thereon and consequent loss of ground rent;

23.7 Reserve price for auction of commercial/industrial/institutional plot has been fixed correctly in accordance with the prescribed formula/norms;

23.8 Where alternative allotment of commercial plots in lieu of land acquisition or on account of demolition operations has been made, the market price has been worked out correctly on the basis of prevailing average auction rates of similar plots in the same or comparable locality or otherwise on the basis of prevailing market price. 

23.9 Licence fee for temporary allotment of land has been worked out correctly on the basis of rtes fixed by the Govt. of India, Ministry of works & Housing for various purposes from time to time and has been revised as and when revised by the Ministry.

CHAPTER – 24

24.0 Audit of Housing Accounts Branches
In the local inspection of Housing Accounts Branches the following checks may be generally applied:- 

24.1 The Demands and Collection Registers / Ledgers should be scrutinized to see that:-

(a) full names and complete addresses of all persons  from whom premium, hire purchase installments, ground rent, licence fee, fines penalties, forfeitures, interest on belated payments etc. which  are recoverable are noted therein.

(b) All demands have been correctly noted therein.

(c) All sums due are fully and punctually recovered and checked against demands.

(d) The register should also be checked with other allied registers to ensure correctness of entries made therein.

(e) Closing balance of previous demands have been correctly brought forward and all accounts shown in the counterfoils of receipts granted/challan received from banks of allottees have been noted therein.

(f) Refunds, if any and interest paid to the allottees on their deposits on account of delay in handing over possession of flats/houses beyond prescribed periods are correctly worked out and noted in the register.

(g) In case of belated payments of ground rent and premium, interest has been correctly charged at the rates prescribed from time to time.  The period of delays have been correctly worked out as per terms and conditions of allotment. 

(h) Penalties on account of non-fulfillment of the terms and conditions of allotment, cancellation and restoration charges, unearned increase in case of sale, transfer assignment or otherwise parking with possession, misuse charge etc. Have been correctly worked out in accordance with the orders of the Competent Authority or in accordance with the terms and conditions of allotment and rules and regulations in force relating thereto from time to time. 

24.2 Demands raised by the administrative branches are being got verified from Housing Accounts Branches before issue.

24.3
Notices for recovery of ground rent, hire purchase, installments,  individually/through press advertisements are being issued on due dates.

24.4
Monthly/six months statements of arrears on account of outstanding demands are being prepared and submitted to the CAO/Finance Member and Commissioner (Housing)

24.5 Demands on account of allotments under Self Financing Scheme are being realized on due dates and if not interest on belated payments has been correctly calculated and recovered;

24.6 Extent of arrears on account of demands, recoveries made and action taken to recover the outstanding demands may be highlighted;

24.7 There has not been undue delay in handing over possession of plots and consequent locking of capital invested thereon and consequent loss of ground rent;

24.8 Pricing of houses/flats under  various schemes has been correctly done on the basis of data supplied by the Engineering Department and the formula/norms approved by the Authority/Housing Committee.  There has not been large variation between the estimated price and the final price worked out for this purpose;

24.9 Reserve price for shops/office space, kiosks etc.  has been correctly worked out on the basis of formula/norms approved by the Authority/Housing Committee.  Where an allotment of shops/kiosks has been made otherwise than through auction, the market price has been corrected worked out on the basis of prevailing average auctions rate of similar shops kiosks etc. Or otherwise on the basis of prevailing market price;

24.10 Licence fee for shops/kiosks given on licence fee basis has been correctly worked out according to formula approved by the Authority/Housing committee;

24.11 Whether proforma accounts are being prepared in the prescribed form of the works and Schemes (Commercial and Housing Schemes) showing the financial prospects and results of the Authority’s Works and Schemes of which the Engineering Works have  been completed and the lands and buildings have been made available partly  wholly for the purpose for which these were developed and constructed and that financial review has been prepared showing the net surplus or deficit as the case may be,   the net surplus or deficit has been worked out with reference to the total amount at charge by taking into a/c interest and administrative charges etc.  

CHAPTER – 25

25.0 Audit of Budget Section
During local inspection of Budget Section, following points may be seen generally;

(i) Personal ledger accounts are opened with the approval of the Finance & Accounts Member and the debits posted by the Budget Section under the head “Personal Ledger Account” is linked monthly with the credits appearing in the classified accounts rendered by the concerned units under that head.  At the same time, opening and closing balances in the Personal Ledger Account showing the cash in hand and cash at Bank are reconciled and verified with reference to the opening balances, receipts and payments during the month and the closing balance shown in the monthly accounts. 

(ii) The Budget Estimates are being prepared in the prescribed forms and the heads of classification under which such estimates are compiled are the same as prescribed under the DDA (Budget & Accounts) Rules 1982.

(iii) Separate Estimates of receipts and expenditure are prepared for Capital and Revenue heads of accounts.

(iv) The time schedule prescribed for the compilation and submission of Budget estimates is followed as prescribed under DDA (Budget & Accounts) Rules 1982.

(v) Surplus funds under Nazul  accounts-I are being utilized only for further development and improvement of Old Nazul Estate as provided under Nazul Agreement of 1937 and for no other purposes.  The balance outstanding at the close of financial year is being regularly credited to the Govt. 

(vi) Funds from Nazul to non-Nazul Accounts and vice versa are being transferred/diverted with the prior approval of the Govt. when such a transfer is approved by the Govt. the amounts so transferred are being treated as a loan from one account to another and interest at the rate at which it is charged for Govt. loans is being credited to the lending account by debit to borrowing account.  Such interest is charged from the date of sanction to transfer or the date of actual expenditure whichever is earlier. 

(vii) Works programme covering any new works to be undertaken for the ensuing year is being forwarded to the Central Govt. by the 1st of December each year,

(viii) Substantial variations between the actual expenditure and budget estimates should be investigated and suitable comments made.  It should be seen whether prescribed procedure for watching the progress of receipts and expenditure against budget estimates under the various heads of accounts is being followed.

(ix) Funds have been released within the sanctioned budget allocation / re-allocation and with due approval of the competent authority; 

(x) Records relating to long term loans are being maintained regularly and properly in the prescribed manner;

CHAPTER – 26

26.0 Audit of Accounts Section
During local inspection of Budget Section, following points may be seen generally;

(i) The monthly and annual accounts are being compiled in prescribed forms and by due dates, the time schedule for compilation and submission of annual accounts to Audit is being following scrupulously and that receipts payments and other transactions correctly classified. 

(ii) The monthly closing balance in the Cash Book of all sections of account is reconciled with the same total of the closing balances shown in the classified accounts rendered by the Drawing and Disbursing Officers/Divisional Officers and the memorandum of reconciliation is prepared in the classified abstract of receipts.  Differences, if any, are analyzed and set right before closing the classified abstract finally. 

(iii) All documents mentioned in Rule 20 of the DDA (Budget & Accounts) Rules 1982 are enclosed with the Annual Statement of Accounts of the Authority.

(iv) Income and Expenditure Account, Receipts and Payments Accounts and Balance Sheets are prepared in prescribed form for all the sections of accounts i.e. Nazul Account-I, Nazul Account-II, General Development Accounts, 

(v) The surplus funds over and above Rs.2 crores outstanding in the accounts current of the Authority are invested promptly in the most profitable manner of investment. 

(vi) Proper accounts are watch over the maturity of investments is being maintained.

(vii) The register of loans received or raised by the Authority is being maintained in prescribed form and rules relating to creation and maintenance of Sinking Fund are being followed. 

(viii) Outstanding balances under debt, deposit and remittance heads of accounts should be analyzed to ascertain the dates from which these are outstanding and reasons thereof;

(ix) The reasons for heavy outstanding under Cash Settlement Suspense Account should be ascertained for suitable comments.

(x) The delays in the deposit of balances with the revenue collecting banks into the accounts of the Authority should be detected and reasons, therefore, ascertained with a view to suggest remedial measures. 

CHAPTER – 27

27.0 Audit of Annual Accounts 
The following points should be seen generally in the audit of Annual Accounts:

i) The receipts and payments relating to various  sections of Accounts are being classified under the Major, Minor and detailed heads of Accounts as prescribed in the Appendix to the DDA(Budget & Accounts)Rules, 1982

ii) The classification of transactions appearing in the monthly classified accounts submitted by the Drawing & Disbursing Officers is being checked with a view to ensure that it is prima facie correct.  The rectifications in classification noticed in the monthly classified Accounts as pointed out by the Accounts Officers(Works) are being carried as and when pointed out by them. 

iii) The documents required to accompany the Annual Accounts under Rule-20 of the DDA (Budget & Accounts) Rules, 1982 are being enclosed with the Annual Accounts.

iv) Income and Expenditure Account and Balance Sheet are being prepared for all the sections of Accounts. 

v) The outstanding balance under cash settlement a/c is not unnecessarily heavy.  Whether these balances are being analyzed with a view to ensure adjustment and clearance in the shortest possible time.

vi) Further, it may be seen that a vigilant watch is being kept over outstanding balances towards the close of the year and steps taken to review and have such outstanding balances settled by 31st March.  Reasons for heavy outstanding are being investigated with a view to taking action for adjustment by obtaining details from the divisions etc. for old outstanding.

vii) Reconciliation with banks and other records is being carried out simultaneously with the result that the discrepancies do not remain unsettled for a long time and that balances under Suspense Accounts re cleared promptly.  The Drawing & Disbursing Officers reconcile the figures appearing in the classified accounts with those appearing in the accounts compiled by the Budget Accounts Branch regularly in order to verify the accuracy of compiled accounts.

viii) Year wise analysis of amounts outstanding in the balance sheet on account of outstanding installments under hire purchase schemes and the sale proceeds of Dwelling nits and shops is being carried out with a view to determine the periods of outstanding balances.

ix) Similarly arrears of revenue on account of premia, ground rent, damages etc. relating to Development & works Scheme are being analyzed with a view to realize the outstanding balances.

x) Whether diversion of funds from Nazul to Non-Nazul and vice-versa is being done with the prior approval of the Govt. of India as required under Rule-14 of the DDA (Budget & Accounts) Rules 1982 and that amount so diverted is being treated as loan from one account to another and that interest is being credited to the lending account by debit to the borrowing account at the same prescribed rate as is charged on Govt. loans to the Authority from time to time from the date of sanction of such diversion/transfer or the date of expenditure whichever is earlier as laid down in Rule -15 of the DDA (Budget & Accounts) Rules, 1982.

xi) The accumulated surplus under the Nazul A/c-I which is not spent on the improvement and further development of the Nazul Estates during the year is placed at this disposal of Govt. at the cost of the year as laid down in clause-9 of the Nazul agreement of 1937.

xii) The maximum amount in the current account of the Authority with the S.B.I or any other bank approved by the Govt.  in this behalf under Section 23(1) of the DD Act 1957 did not ordinarily exceed Rupees two crores in the aggregate at any time during the year. It may also be seen that the Accounts Officer Incharge of cash and the position of the existing investments with reference to their dates of maturity and obtains orders of the finance & Accounts Member for (i) the investment of excess funds;(ii) re-investment of the existing investments on maturity and (iii) encashment of investments for meeting the current demands of the Authority, as the case may be and take prompt action accordingly so that there is no less to the Authority or interest which it would have earned on account of investment of its  surplus funds.  It shall also be seen that the register of investments is being maintained property and that investment of balances of Sinking Fund and Provident Fund are kept separate from investment of Authority’s general cash balances.  The Register of investments is being submitted to the Chief Accounts Officer regularly each year. 

xiii) The balances in the Personal Ledger Account of the Drawing & Disbursing Officers are being reviewed every month and that at the same time, opening and closing balances in Personal Ledger Accounts showing the cash in hand and cash at bank are reconciled and verified with reference to opening balance, receipts and payments during the month and closing balance showing in the monthly divisional accounts.  The debits posted in the accounts on account of advances made to the Drawing & disbursing Officers are being linked regularly with the credits afforded under Personal Ledger Accounts in the  classified monthly accounts rendered by the Drawing & Disbursing Officers.

xiv) A proper watch is being kept on the Bank collecting dues of the Authority for deposit of funds collected by them into the account of the Authority through the Coordinating Branches of the State Bank of India, C.B.I Vikas Minar/Vikas Sadan.  It is being ensured that the Collecting Branches are rendering their accounts regularly on the prescribed dates.

xv) Transfer entries for allocation of administrative and other expenditure initially booked under General Development Account to various sections of accounts as the prescribed percentages are being prepared regularly so that the expenditure booked under each section of Accounts presents a true picture of expenditure from time to time.  The internal inspection should particularly ensure the accuracy of accounts and timely passing of adjustments and rectification of entries wherever necessary.

xvi) After both the receipts and payments classified abstracts have been completed. Memorandum of reconciliation is being prepared in the Receipt Abstract to prove the account for each section of Account in the following form:

(i) Opening Balance.

(ii) Receipt during the month

(iii) Total

(iv) Payment during the month

(v) Closing Balance

(vi) Balance in Cash Book

The monthly closing balance thus arrived at is reconciled with the sum total of closing balances shown in the classified Accounts rendered by the Drawing & Disbursing Officers/Divisional Officers. Differences, if any are being analyzed and set right before closing the Abstract finally. If any differences can not be set right and are placed in suspense account, the same are being analyzed and located as soon thereafter as possible. It is being ensured that such difference do not remain outstanding for a long time without adequate reasons. 

xvii) The month classified accounts from the Drawing & disbursing Officers/Divisional Officers are being received regularly by the prescribed date and the monthly accounts are being compiled and submitted by due dates.  There are no delays in this regard as these may lead to delay in the compilation and submission of annual accounts to the Audit Officer for audit and submission of the audited accounts to the Central Govt. for being placed on the table of the Parliament along with the Audit Report thereon. 

xviii) The monthly accounts are invariably accompanied by the statement showing the position of the loans raised by the Authority from different sources as well as the investments of the Authorities funds in the various Banks at the end of the month. 

xix) The time schedule prescribed for the compilation and submission of annual accounts to Audit and the Central Govt. together with the Audit Report thereon as well as the laying of the annual accounts and the Audit Report together with annual accounts before the Authority soon after it has been laid on the table of the Parliament together with comments on the audit objections is being observed scrupulously.

xx) The transfer entries for crediting the sinking fund account relating to each loan with the amount paid each year to sinking fund  by debit to the Head “Provision for redemption of debt” under “Deposit and Advance Suspense Account”, are being prepared and incorporated in the accounts annually .  Similarly when the loan are discharged and adjustment entry is made simultaneously debiting the Sinking Fund Account by contra credit to the Suspense Head “provision for redemption of  debit” to the extent of the balance under that head relating to particular loan and the balance to revenue head “Miscellaneous.

xxi) Statement showing expenditure on works and Scheme for which acquisition of land or Engineering Works are in progress during the year are compiled on the basis of verified figures received from the Land and Engineering Department.

xxii) Statements showing the investments made under section 23(3) of the Act are checked with the Register of investments to verify its accuracy.

xxiii) Statements showing the sundry creditors and Debtors are checked with the data furnished by the various Drawing & Disbursing Officers and the concerned administrative authorities.  The value of land and works in the balance sheet has been calculated accurately on the basis of the figures supplied by the Lands and Engineering Departments. 


CHAPTER – 28

28.0 Audit of Computerized System

28.1 Introduction:

(a) Following the significant advances in the field of information technology, Government Organizations have become increasingly dependent on computerized information system to conduct their operations and to process, maintain and report essential information. As a consequence, the reliability of the computerized data and of the systems that process, maintain, and report these data is a major concern to audit. Auditors evaluate the reliability of computer generated data supporting financial statements and analyse specific programmes and their outcome.

(b) IT Audit is the process of collection and evaluation of evidence to determine whether a computer system has been designed to maintain data integrity, safeguard assets, allow the effective realization of organizational goals, and ensure efficient utilization of resources. Data integrity relates to the accuracy and completeness of information as well as to its validity in accordance with the norms. An efficient information system leads the organization to achieve its objectives and an efficient information system uses minimum resources for this purpose. While evaluating the effectiveness of any system, the auditor must be aware of the characteristics of the users of the information system and the decision – making environment in the auditee organization. 

28.2 Controls in a Computer System:

(a) Controls in a computer information system reflect the policies, procedures, practices and organizational structures designed to provide reasonable assurance that the intended objectives will be achieved. They ensure effectiveness and efficiency of operations, reliability of financial reporting and compliance with the rules and regulations. However, computer systems are efficient and achieve results accurately and a great speed only if they function in the manner they are designed to and such controls as are provided are effective.
(b)  Information system controls are broadly classified into two categories, namely General Controls and Application controls. General controls include controls over data centre operations, system software acquisition and maintenance, access, security, and application system development and maintenance. They create the environment in which the application system and application controls operate.
(c) Application controls pertain to specific computer applications. They include controls that help to ensure the proper authorization, completeness, accuracy and validity of transactions, maintenance and other types of data input. 
28.3 Audit objectives and scope

The basic objectives of the audit of computerized system include an evaluation of:

(i) The acquisition and installation of the computer and computer systems;

(ii) System effectiveness;

(iii) System economy and efficiency and data integrity;

(iv) System security and 

(v) Compliance of system related activities with applicable laws, regulations and guidelines;

28.4 Preliminary evaluation:

The first step in audit should be a preliminary evaluation of the computer system covering:

(a) the manner in which the computer function is organized;

(b) the use of computer hardware and software;

(c) the applications processed by the computer and their relative significance to the organization;

(d) the methods and procedures prescribed for implementation of new applications or revision of existing applications;

In the course of the preliminary evaluation, the auditor should ascertain the level of control awareness in the auditee department and existence of control standards. The preliminary evaluation should identify inter alia potential key controls and any serious weaknesses in these controls. The auditor should examine whether each control objective has been achieved and if not, he should assess the significance of and risks involved in the deficiencies observed;

28.5 Audit Techniques:

The following are some of the well – established audit techniques:

(a) Collection and processing of a set of test data that reflect all variants of the data and errors which can arise in an application system at different times;

(b) Use of integrated test facilities,  built into the system by the auditee, to assist the auditor in his requirements, as one of the users of the system;

(c) Periodical review of programme listings in order to verify that the programmes have not been altered unauthorizedly;

(d) Use of either commercial software or programmes developed in – house to interrogate and retrieve data applying selection criteria and to perform calculations;

(e) Extractions on data samples from the database / files of the auditee, using sampling techniques for post analysis and review. The sampling technique to be employed is determined by nature of data and type of analysis required;

28.6 Employment of Audit Techniques:

Computer Audit techniques are employed for:

(i) Independent verification of ledger balances and control totals

(ii) Re – calculation of critical computerized calculations to verify their correctness;

(iii) Range chwecks to verify the efficient functioning of computer based controls and test for exception conditions;

(iv) Testing the validity of data stored in the master file;

(v) Detection of data abuse / frauds etc.

28.7 Audit of System Development:

The audit objective of system development controls is to ascertain that procedures are adequate to ensure that the development results in well – documented computer system incorporating adequate controls and meeting the defined user requirements in an efficient manner.

During audit, while the auditor should be cautious enough not to be drawn into unproductive involvement in system development, he should nevertheless examine the following points to see whether:

(i) A published standard methodology is being used for designing and developing system;

(ii) There is a common understanding by all parties users, systems analysis, management and auditors – of the basic structure of both manual and computer processing activities, as well as of the concepts and needs for control and of the applicable control techniques;

(iii) The system development work was preceded by a feasibility study to determine the most appropriate solutions to standard problems;

(iv) There is adequate cross referencing between [a] content and format of preliminary studies [b] feasibility studies [c] system specifications; and [d] programme coding;

(v) Project management techniques, such as the stipulation of project decision milestones, time and cost estimates etc. are applied in systems development work to facilitate monitoring of the against estimates;

(vi) Programming standards using modular structured methodology are being adhered to in coding; and 

(vii) Existing in – house or externally available application packages were considered before deciding upon new in – house application development;

28.8 Review of General Controls:

In reviewing general controls, the following points should be covered:

(i) Availability of all hardware equipment, including computer, ancillary and terminal equipment in use should be verified with reference to a list of hardware obtained from the auditee department indicating model, performance details etc.;

(ii) An up to date organizational chart should be obtained and examined to determine the manner in which the computer fits into the overall organization;

(iii) An up to date chart indicating the deployment of personnel of the computer department and their relative responsibilities and authorities should be reviewed to note any changes; 

(iv) Similarly changes, if any, in the job specifications for senior, computer personnel and supervisors of the ancillary section should be noted;

(v) Details of standards and norms fixed for each of the functions, such as data control, data preparation, system operation etc. should be obtained and adherence thereto verified;

(vi) It should be verified through a test check, whether manuals are maintained and kept up to date specifying the control procedures and whether they are enforced in practice;

(vii) Availability of the following terminal controls to protect data and system integrity should be verified;

(a) physical access controls to terminal rooms;

(b) software controls through passwords protection and user directories;

(c) logging of terminal activities by all users;

(viii) Details of security measures, both physical and system, should be obtained for examining the following;

(a) adequacy of protection of hardware and software against risk of fire [fire prevention measures and fire fighting arrangements];

(b) arrangements for maintenance of hardware and system software;

(c) provision of air condioning and protective measures against possible radiation, vibrations etc.;

(d) adequacy of security awareness and training provided to all employees;

(e) deficiencies, if any, in the arrangements for safe custody of software and data files and type library;

(f) adequacy of back up files, including offsite storage;

(g) adequacy of control over operator access to programme files and data;

(h) availability of procedures and contingency plans for reconstructing files in the event of loss of disc / tape errors;

(i) availability of computer equipments back up through the use of compatible equipment at other dispersed sites;

(j) restriction of access to the computer room by personnel other than system operators and hardware engineers; and

(k) insurance of the installation to cover possible risks;

28.9 Audit of Operational Application System:

Audit of an operational application system involves verification of the input / output controls, processing controls and the audit trail.

Testimonial evidence may be obtained in the course of audit by means of the following questionnaires to arrive at a reasonable conclusion in regard to the availability of controls and their adequacy:

(i) Are the data processed genuine, complete, and accurate and not provisional?;

(ii) Is the expected output is produced and distributed on time?;

(iii) Do the application programs process data as intended and accurately?’

(iv) Is a complete audit trail available for tracing back a transaction from the final result to the initial input?

(v) Are the data and changes thereto authorized by appropriate authorities both in the user and computer departments?

(vi) Are schedules for receipts of input data maintained and what is the extent of compliance?

(vii) Is there a preliminary check on input data to ensure completeness?

(viii) Are output reports test checked prior to their distribution to the user department and is the output produced in accordance with a prescribed schedule?

(ix) It should also be examined whether the application system provides for the following programmed controls:

(a) Controls to check for missing / duplicate transactions:

(b) Controls on rejected items to be retained under computer suspense;

(c) Input validation for data purification;

(d) Exception condition checks. If the amount column in a treasury transaction for a month has a value greater than the budget for a quarter, this would apparently represent and exceptional situation that could be detected by these checks;

(e) Controls should be available to ensure that certain mandatory fields, are not left blank 

CHAPTER – 29

29.0 Post Audit on the Monthly Accounts and its supporting vouchers and schedules by Works Audit Cell:

      29.1

Introduction: 

[i]
The organizational and functional set up of the Engineering Divisions of DDA is on the pattern of CPWD and accordingly in all matters including those concerning Public Works Accounts, Procedure etc. applicable to CPWD are by and large followed by the Engineering Divisions of DDA. At the Divisional level, the Executive Engineer / Deputy Director [Horticulture] is the primary drawing officer and is responsible for the financial regularity of the transactions and for the maintenance of the accounts records correctly in accordance with the rules. In the present system of Centralized Accounting System, the consolidated Monthly Account of a zone is prepared by CAU in the prescribed formats which along with supporting vouchers, schedules and other miscellaneous returns are rendered to the Sr. Accounts Officer [Works] concerned.  

[ii]
Under the Centralized Accounting System, the Executive / Deputy Director [Horticulture] is discharging the functions and exercising the powers of Drawing Officer and records the pay order on each bill. The responsibility of correctness and accuracy of such payments rests with the concerned Executive Engineer / Deputy Director [Horticulture] and is responsible for attending any objection on vouchers passed by him. 

[iii]
Under the Centralized Accounting System, the Senior Accounts Officer  of CAU is discharging the functions of disbursing officer / treasury officer and Monthly Account is prepared by his office under his supervision and guidance. The responsibility of correctness and accuracy of Monthly Accounts, classification of transactions etc. with regard to Monthly Account rests with the concerned CAU and is responsible for attending any objection on the preparation of Monthly Accounts, classification and supporting schedules.

[iv]
A Monthly Account along-with the supporting vouchers and schedules is required to be submitted to concerned Sr. Accounts Officer [Works] with a separate copy of Monthly Account along with supporting schedules [excluding vouchers] to Accounts Section [Main] so that compilation of  consolidated Monthly Account of DDA is not delayed. 

[v]
Monthly Account for the month of March will also include adjustments on account of departmental charges leviable on various works / schemes and adjustments towards rectification of errors noticed in the accounts of the year as operation of Monthly Account for March [Supplementary] has been dispensed with. 

[vi]
A register should be maintained both by Works Audit Cell and Accounts Section [Main] for watching the timely receipt of monthly account from the concerned CAU. Delay, if any, in receipt of monthly account should be brought to the notice of Chief Accounts Officer after completion of post audit and posting Monthly Accounts. 

[vii]
Accounts Section [Main] shall ensure that a copy of monthly account received directly from CAU / Division is passed on to Works Audit Cell immediately after the Authority’s Account for a month has been compiled. 

(viii) Where divisions are not covered by CAU System [for example Store Divisions], the responsibility attached with Drawing and Disbursing Officer for preparation of correct and accurate Monthly Accounts and also supporting vouchers and schedules would rest with the concerned Executive Engineer.

(ix) The expenditure incurred by the Engineering Divisions on works consists of payment to labourers, work charges establishment and contractors.  It also includes payment of freight, cost of stores and miscellaneous foreseen and unforeseen charges of contingent nature.

(x) The primary responsibility for the Audit of the Accounts of the Engineering Divisions and other work connected therewith rests with the clerical staff posted in the Works Audit Section headed by Accountant / AAO. 

(xi) The officials of the Works Audit Cell audit the monthly accounts and periodical returns received from divisions and deal with all returns, statements and correspondence connected with the Audit.

29.2
Completeness of Monthly Accounts and its supporting schedules:

The first step to be taken on receipt of Monthly Account is to see that the Monthly Account prepared in Form – CPWA – 80 is complete and all the supporting vouchers and schedules are duly attached properly. If any document or schedule is missing, the same should be called for at once by a special messenger.

29.3
Control Register for wanting schedules:

Immediately on receipt of Monthly Account, the following preliminary checks would be carried out by Works Audit Cell.

(i) The waiting schedules and returns should be noted in the Control Register of awaited schedules and returns;

(ii) The accounts and the list of accounts are signed by the Sr. AO [CAU] / Divisional Officer as the case may be;

(iii) The several schedules/schedule dockets, vouchers received in support of the monthly accounts are in all respect properly prepared in accordance with the rule applicable to each case;

(iv) The totals of the both sides have been correctly worked out and tallied with each other;

(v) The figures as shown in the accompanying schedules have been incorporated correctly in the monthly account after checking of the totals of the schedules;

(vi) The opening cash balance is correct as per the closing balance of the previous monthly account.  The closing cash balance is not unduly heavy without any reason;

(vii) The memorandum of miscellaneous cash receipt, paid in the bank and the certificate of cash balance has been correctly recorded by Sr. AO [CAU] / Divisional Officer and they do not indicate any deviation from the rules;

(viii) In respect of all transactions other than receipts, payments in cash debit item is counter balanced by one or more credit items and vice versa.

29.4
Audit of Classifications:

While auditing the monthly account it has to be seen that the all financial transactions properly recorded in the accounts and that they are allocated to the proper heads of accounts.  In exercising the check once the classification of transactions it should be seen that expenditure has been classified to the items/heads of account to approved by the Authority.

i) Where the classification is apparently and basically incorrect, the work Audit Section should correct the classification and send necessary intimation to Accounts Section [Main] for making necessary corrections accordingly;

ii) The Sr. AO [CAU] / Divisional Officer should be addressed immediately for confirmation of the correction and subsequent incorporation of correct classification in his office copy of the monthly account.  

iii) A register in the proforma can be maintained to watch the compliance with the above instructions which should be brought to the Branch Officer for review for the 10th of every month;

29.5
Balancing the Account 

Any item in the monthly account found to be incorrect should be corrected in red ink and if in consequence of such corrections or for any other reason the account does not balance the difference representing shortage  in the account brought on the schedule of Miscellaneous P.W. Advances and that representing the surplus to the Schedule of  Deposits.  The corrections so made should be intimated to the Sr. AO [CAU] / Divisional Officer who should be advised to verify his accounts and to make necessary corrections accordingly.  The Accounts Section [Main] should also be informed accordingly;


 29.6
Passing of the Monthly Account

The account should be passed for an amount equal to the total of the column of disbursement excluding the increase, if any, in the cash balance and audit  enfacement stating the amount passed should be recorded in red ink both in words and figures under the signature of Branch Officer;

The following checks are normally required to be applied on schedule dockets, vouchers and contractors bills etc. received along with the monthly account;

a)
Audit of Schedule Dockets

While auditing the schedule dockets, it should be seen that:

(i) The amounts in the schedule dockets tally with the amount of the voucher accompanying them;

(ii) Each work accounted for in the schedule of Works  Expenditure, Deposit Works is supported by the schedule dockets;

(iii) Separate dockets have been prepared for various suspense heads such as stock; purchases; MPWA etc;

(iv) The head of account is properly noted in the docket;

(v) The name of work noted on the docket agrees with that shown in the voucher and schedule of works expenditure and each docket bears and dated initials of the Accountant / AAO;

(b) Audit of Vouchers

In general the following points should be seen:-

(i) These are properly filled up in the prescribed form and written up in ink duly receipted by the payees and the amount acknowledged by payees is written both in figures and words;

(ii) full name of the work as given in the estimate is given in the voucher;

(iii) The name of the contractor and reference to agreement to work orders or supply orders are given and the No. pages of the M.B. and the date on which the measurements are recorded are indicated in the space for the purpose;

(iv) The expenditure covered by the voucher has been incurred by an Officer Competent to incur it.  The expenditure covered by the voucher has received the sanction either special or general of the authority competent to sanction it;

(v) The vouchers bear a pay order duly signed by the responsible Drawing / Disbursing Officer;

(vi) Payment is, in fact, being made and has been made to the proper person and that it has been so acknowledged and recorded that a second claim against the Govt. on the same account is impossible;

(vii) That every voucher bears the dated initials of the Accountant / AAO of the Division concerned;

(viii) The rates paid in respect of payments to contractor agree with the contract agreements sanctioned by the authority higher than Divisional  Officers,  copies of which are received in audit and that there are no unauthorized deviations from the rates of payment and other relevant conditions of the agreement;

(c )
Audit of Running Account Bills / Final bills

The following points should be generally seen:-

i)
The proper form of final payment bill has been used;

ii)
The certificates about completion of work as per specifications, site clearance etc. have been recorded and signed by the responsible officer.

iii) The payees has, while acknowledging payment, added in his own handwriting words to the effect that he has received payment in full and final settlement of all demands against the particular contracts;

iv)  Sanctions to extra items, substitute items should be examined very closely in relation to the contract to ensure that these were really beyond the scope of the contract;

v) In case of payments for dismantling the old work or for renewal and replacement, the certificate to the effect that serviceable material have been counted for is recorded on the voucher;

vi) The work is completed within the stipulated period and wherever this is not so necessary, extension has been sanctioned by the Competent Authority or suitable action as per Clause 2  of the agreement taken against the contractor for delay in completion;

vii) It should be generally seen that the rules regarding financial aid to the contractors, issue of material and making advance payments etc. as laid down in Para 10.2.23, 10.3.2, 10.3.10, and 10.2.24 of the C.P.W.A Code are strictly followed.  In respect of the materials issued to contractor and recovery therefore, there are no deviation from the contractual conditions and if the recovery made in the running bill is for quantities less that those actually issued, it should be seen that the requisite certificate to the effect that the material are lying at site or used in work ‘not measured and paid for’ recorded on the statement.  That the recovery on account of security deposit has properly been made from the contractors in accordance with the general terms of the contractor;

d) Scrutiny of bill against supply orders

In respect of bills for purchase of stores and other materials etc. it should be seen that:-

i) 
A certificate regarding receipt of stores in good condition is recorded on the voucher duly signed by a responsible officer and the material has been duly accounted for;

ii)  
The calculations should also be arithmetically checked.

e) Audit of transfer entries

While auditing the transfer entry it should be seen that the:-

i) Same are prepared by the Competent Authority in accordance with the rules set forth in Para 8 of the C.P.W.A Code

ii) The entries of debits and credits pertaining to other heads  of accounts or works re duly linked up with the corresponding schedule docket or the schedule concerned;

iii) That they do not reveal any fictitious adjustment;

(f)
 Audit of contingent bills

While checking the contingent bills the following points should be seen:-

i) 
The general principles of audit   which have been recognized as the standards of financial property have been duly observed;

ii)   The rates are not prima facie extravagant;

iii) There is a voucher for every payment;

iv) Miscellaneous charges like hiring of furniture, typewriters etc. are incurred under proper sanction;

v) That the bills are signed by the Competent Officer;

vi) The charges are correctly classified;

vii) The totals are correct and that there is nothing extraordinary or unusual in the bills and vouchers;

(g) Audit of Schedules of works expenditure (Form C.P.W.a.64)

The schedule of works expenditure which contains the scheme wise expenditure being incurred in the  division should be checked in accordance with the following points:-

i) 
The schedule is prepared in the prescribed form and all the schemes are duly filled in;

ii) The nomenclature of the works and the expenditure shown against each work during the month tallies with that shown in the schedule docket(CPWA-61)

iii) In cases where expenditure appears for the first time, reference to communication intimating amount of allotment and sanctioned estimate is quoted.

iv) The schedules pertaining to the accounts for Sept. and March should include all works including those relating to which no transactions have appeared in the accounts of those months.

v) It should be seen that particulars of AA & ES and budget allotment against each work and other requisite information is furnished therein.

(h) Schedule of Deposit Works

While auditing this schedule it should be seen that:-

i)  Opening balance shown in part I and part II are correctly entered as per the closing balances of the previous monthly accounts;

ii) The expenditure incurred in excess of the deposit received is correctly charged in Miscellaneous Public Works Advances which should be checked with reference to the entries in the schedule of MPW Advances;

iii) The totals are properly worked out and shown in the respective columns and the closing balances as worked out agree with the balances as shown in the schedule of deposits on CPWA-79;

iv) Part II of the schedule has been correctly prepared showing the particulars of all unaffected deposit works

i)
Schedule of Debits/Credits to Misc Heads of Accounts (C.P.W.A.-76)

In the audit of schedule of debit/credit to misc. heads of account it should be seen especially:-

i)
that the instructions given in note 2 Art 225 of Account Code Vol. III have been observed and if the classification of any items is not given in full in the column on the Head of Account, the detailed classification be noted in the column in red ink.

(j) Schedule of Cash Settlement suspense Account [Form C.P.W.A. 76-A]

The schedule of cash settlement suspense account should be checked to see that:-

i)
The opening balances shown are correct as per the closing balances of the previous month’s schedule.  The entries of credits are compared with the details shown on the reverse of Form CPWA-80.

ii)
The claims are settled within 10 days as specified in Para 2 of section 7 of C.P.W.A Code and those not settled taken up with the respective EEs / SEs.

iii) That at the close of the year there is normally no balance under this suspense head;

(k) Audit of Schedule of Purchases

An abstract of accounts  of credits/debits and balances of the Purchase Account [CPWA-69] received with the monthly account shall be supported by a list of the credits  to the suspense head purchases during the month showing reference to the transfer entry orders.  The unclaimed balances and repayment of lapsed balances; Purchases are dealt with in accordance with Para 13.2.5 of the C.P.W.A. Code and note there under.

(l) Audit of Schedule of Misc. Public Works Advances (C.P.W.A. Form 70) 

The Divisional officers are required to submit to the audit month by month the schedule of Misc. Public Works Advances C.P.W.A., [Form 70] so long as there are balances outstanding under the head irrespective of the fact whether or not there are any transactions during a particular month.  As regards the details, the schedule should however be restricted to the items affected during the month.

(m) Audit of Deposit Schedule [Form C.P.W.A. 79]

Instructions contained for the audit of schedule of Misc. P.W. Advances [Form 79] apply Mutatis Mutandis to this schedule also.  In addition, however, the following points should also be seen:-

i) That deposits are adjusted against and to the extent of the corresponding credits;

ii) That there is no debit (minus) balance against any of the items;

iii) That no undue delay occurs in the clearance of items classified as Misc. Deposits;

iv) That acknowledgements for payment of deposits on the contractor’s closed account set forth such particulars as would establish the settlement of those accounts in connection with the works concerned;

n)   Check to be exercised while auditing pay bills



Following points may be generally seen:-

i)
On receipt of an Esttt. Pay Bill it should be seen that it is in the prescribed Performa and is complete in all respects.

ii)
 Arithmetical calculations should be checked to satisfy the accuracy of the entries contained therein;

iii)
 It is then necessary to check all the items in the bill corresponding to items in the Absentee Statements and at this stage the admissibility of leave salary and officiating pay of the official concerned will come under audit.

Iv)
It should also be seen that all items in the bill corresponding to the names in periodical increment certificate. The Increment Certificate should be examined to see that the increment claimed is according to rules and supported by facts and has actually accrued; 

v)
The admissibility of Special Pay, Personal Pay and various allowances claimed in an Estt. Bill should be scrutinized with reference to the rules or orders in force.  Orders sanctioning Personal Pay should be noted against the name of incumbent concerned;

 
29.7
Work Audit Register:

A works Audit Register should be maintained separately for each Divisional Office / CAU by the Work Audit Section to serve as a collective record of all important sanctions relating to the audit of transactions included in divisional accounts, and of audit conducted against them during a year.  This register is divided into three parts:-

[I]
Sanction to Works

[II]
Sanction to contract and 

[III]
Orders of Special Recoveries.

a) Part I of the Register – Sanction of Works 

(i) All sanctions and orders as well as expenditure should be recorded against all such works executed in the division in part I of the Register.

(ii) Part I will show month by month the progress of expenditure on each work.  For watching the progress of works expenditure against the divisional allotment, the total works expenditure incurred during each month as shown in the Schedule of Works Expenditure should be posted each month against the Divisional allotment under each unit of appropriation in a separate folio of Register.  If there are any other heads of accounts for which there is separate allotment in any division, one or more folios  of Part I of the Register for that division should be set aside for the record of the monthly  progress of expenditure on such heads.  

(iii) Entries on these folios should be made in respect of both allotment and expenditure, in the same way as these relating to works; the figures of expenditure have taken from schedules pertaining to the accounts of the division.

(iv) Where several divisions are entrusted with works relating to a Project, a suitable consolidated Register of Expenditure and Estimates on the Project as a whole should also be maintained so as to watch that the expenditure incurred by the various Divisions taken together does not exceed the total Project Estimates under those heads.  This would be in addition to the Register of Project Estimates maintained for watching that the working estimate sanctioned by the various authorities do not exceed the overall project estimates under the various heads.

(v) The figures of expenditure posted in part I of the Works Audit Register will be reconciled by the respective Works Audit Section with those booked in the classified abstract maintained by Accounts Section [Main] every month by the 20th of the second succeeding month.  Necessary certificate of having completed the reconciliation shall be furnished to the Accounts Section [Main] 

b) Part II of the Register – Sanction to Contract 

(i) All sanctions relating to contracts for works, supplied, carriage etc. as are communicated by the authorities higher than the Divisional Officer should be registered;

c) Part III of the Register – Orders of Special Recoveries

(i) Part III is intended to facilitate a watch over special recoveries of all kinds which may be ordered by Competent Authorities, or promised by the Divisional Officer, whether as the result of audit enquiries and objection or otherwise. 

(ii) The term “Recovery” as used in this clause includes not only receipts and recoveries creditable to revenue heads, but also receipts and recoveries taken in reduction of expenditure.

d) Currency of the Register:

The Works Audit Register should  be closed annually and sanctions and orders which are still effective should be carried forward to the following year’s register (with all necessary particulars in respect of the expenditure already incurred against them), the entries being attested by a member of the Superintending Staff as in the case of  fresh entries;

29.8
 RESULT OF AUDIT:

a) Raising and Pursuance of Objections

(i) Audit depends for its effective value in its right and duty to report results to the proper authority so that appropriate action may be taken to rectify the irregularity or impropriety, where possible or to prevent a recurrence of it;

(ii) All observations and objections must be conveyed in courteous and impersonal terms and must be clear and intelligible.  It is of the utmost importance that any statement of criticism or irregularity in an audit objection should be accurate, fair, moderately worked and dispassionate.

(iii) Objections and observations in relation to any accounts or transactions subjected to audit should be communicated to the concerned Drawing or Disbursing Officer and wherever necessary to the controlling authorities at the earliest opportunity;

(iv) Reports of individual cases of serious financial irregularity should in the first instance be addressed to controlling authority concerned or to such other authority as may be specified by Government, though copies may be sent to higher authority simultaneously for information in cases which are regarded to be so serious that they will eventually have to be brought to the notice of that authority;

(v) The objection should be recorded in the Objection book Drawing Office wise, as far as possible;

(vi) For an efficient review of objections and of the progress of their clearance, it is desirable to keep the objection of each year separately, even though their clearance may be affected in a subsequent year;

(vii) As far as possible, the entry of an objection, whether  in the Objection Book or in the Objection Statement or Audit Note, should be fully descriptive, so that ordinarily there should  no necessity of referring again to the voucher or account concerned;;

b) Indication of Money Values in certain classes of objections

Money values should be recorded in respect of objections of the classes enumerated below or similar objections:

1. Want of vouchers (if not received when the relevant accounts are under audit)

2. Want of sanction to advances; losses, etc.

3. Want of sanction to special charges.

4. Want of any other specific sanction required by rule.

5. Overpayments and short recoveries.

6. Delays in the recovery of sums due to DDA, if not recovered within a reasonable period which may be prescribed locally in respect of each class of debt.

7. Expenditure placed under objection on grounds of financial propriety.

8. Want of allotment of funds.

9. Excess over allotment.

c) Money Values need not to be indicated in following classes of objections:

Money values need not be indicated in the record of the objections of the following classes:-

1. An objection which takes the form of a simple direction for future guidance, or of a call for a document the absence of which is not likely to affect the amount admissible.

2. Stamp not affixed on a voucher otherwise complete.

3. Delays in the settlement of debts due by Government.

4. Habitual delays in the submission of account returns, vouchers etc. 

5. Fictitious adjustments and manipulations in accounts unless an actual loss has resulted.

6. Deviations from rule which are indicative of disregard or evasion of rule, but do not represent charges incurred without proper sanction.

7. Errors in accounts, vouchers etc. which do not indicate any deficit or surplus.

8. Instructions and other remarks, regarding the form of accounts etc.

9. Demand for information not received.

10. Enquiries and Remarks on doubtful points.

11. Remarks calling attention to minor errors of procedure. 

d) For Public Transactions:

1. Expenditure on deposit works debited to Miscellaneous Public Works Advances.

2. Excess over sanction limit of reserve stock

e) Watch over Objection Statements:

(i) Each objection statement will be issued in original over the signature of Gazetted Officer after the review of audit and Objections;

(ii) The return of the Objection Statement must be watched with equal care. 

(iii) The objection books (of which there must be one for each division) are the permanent office record of entries which have been made in the Objection Statement prepared upon the examination of each schedule of payments and of the Cash Account.  But besides these objections they contain also note of 

(1) all amounts debited under Advance Repayable, (2) all amounts credited or debited to Suspense, and (3) items adjusted but not cleared, even though not under objection. 

(iv) After dispatch of the Objection Statements, the money columns in the Objection Book should be totaled, the balance of the past month should be added.  The total of adjustment should be made in the Adjustment Register and entered in the Objection Book, and the balance struck.  The Accountant / AAO will sign the certificate at the foot of the page or last page of the Objection Book for each month which will be closed and balanced on the 29th of the following month;

(v) It is the duty of the Gazetted Officer concerned to watch carefully all outstanding Objections.  Items left unsettled for six months should be entered in a register. 

(vi)  A summary of all relevant correspondence should be recorded against each item in the register and all subsequent correspondence should also be recorded. 

(vii)  The register should be submitted at lease once in each month to the Gazetted Officer, who should review carefully all items therein.

CHAPTER – 30

30.0 Audit of Schemes Financed out of grants-in-aid/Plan Funds

In local inspection, the following points will be seen:-

ii) That the condition attached to the utilization of grants-in-aid/Plan funds have been or are being fulfilled.

iii) If no time limit has been fixed by the sanctioning authority, the grant/plan funds are spent upon the object specified in the sanction within a reasonable time (Normally within one year] from the date of issue of the letter sanctioning the grant/funds;

iv) Any portion of the amounts/funds which are not ultimately required for expenditure upon the specified objects are surrendered promptly (Rule 251 (1) of GFR).

v) Unspent balance of one year is not utilized in the subsequent year without obtaining sanction of the competent authority.

vi) If the grants/funds are meant for the execution of a particular work/scheme, the same have been actually executed;

vii) The unspent balance of grant/funds or undisbursed funds  not refunded have remained unspent or un-disbursed for satisfactory or valid reasons and the unspent balance left over is commensurate with the part of work or scheme yet to be executed;

viii) The objectives of the major scheme for which grants-in aid/funds are disbursed by the Govt. /Delhi Admn./other organization have been attained and that there was no wasteful expenditure;

ix) The financial powers of various categories of officers have been clearly laid down and that such powers are properly exercised and have not been exceeded in any way;

x) No unusual concession or certain amenities are being provided to the staff or officers without the approval of the competent authority;

xi) An adequate system of accounts has been evolved, other rules & regulations prescribed for incurring expenditure out of the funds of the Authority/ Govt. are being followed and that there is no wasteful or extravagant expenditure or less of cash / stores due to  inadequate safeguards. 

xii) There is adequate evidence that checks have been regularly exercised by the authorities entrusted with the administration of grants/funds received that the money is being spent for the purpose/schemes for which it had been sanctioned.

xiii) That the accounts of the grant/funds and other returns prescribed by the Sanctioning Authority indicating the expenditure incurred and physical targets achieved are being  submitted on due dates and in prescribed forms.

xiv) The connected records should be scrutinizes to see that these are being maintained properly and in prescribed forms. The records of permanent/semi permanent assets created out of grants/funds are maintained in form GFR-19.

xv) That physical targets, if any, laid down by the sanctioning authorities have been achieved and if not the reasons therefore.

CHAPTER – 31

31.0 Audit of Schemes executed through loans
The instructions applicable to grants-in-aid/Plan funds contained in the preceding Chapter 30 will apply mutatis-mutandis in the case of internal inspection of records maintained for loans/received/raised by the Authority for execution of Schemes/Works. In addition, the following points are to be seen in the local inspection that:-

(i) There is proper sanction of the Govt. for raising the loans.

(ii) The limit fixed by the Govt. on the amount of the loan to be raised has not been exceeded.

(iii) The conditions laid down by the Govt. while giving consent/guarantee for raising the loan have been fulfilled.

(iv) The proceeds of the loan are properly brought to account and are expended only on the objects for which the loan was allowed to be raised or to which borrowed moneys may be properly applied in accordance with the sound principles of public finance.

(v) Proper arrangements are  made for amortization of the debt particularly in cases where borrowed moneys are utilized on objects on works which cannot be regarded as produced and should bring to notice instances in which amortization is ignored and appeal to be prima facie in adequate. For this purpose, to the Authority maintains a Sinking Fund.  It should be seen in local inspection that the monies paid into Sinking Fund together with accrued interest on investment thereof are sufficient for repayment of loan within the period fixed for repayment of the loan moneys borrowed.

(vi) The Sinking Fund or part thereof created for the amortization of loan is applied in or towards, the discharge of the loan for which such fund has been created and until such loan is wholly discharged, it is not applied for any other purpose.

(vii) The balance at the credit of Sinking Fund is invested in such manner as may be approved by the Authority.

(viii) Proper records and accounts are maintained in prescribed forms for the loans raised/moneys borrowed and for the sinking fund and sinking fund Investment Accounts. 

CHAPTER – 32

32.0 Checking of Estimates of Works/Schemes
32.1
Estimates for works/schemes to be executed by the Authority as well as those relating to maintenance and repairs are received in Finance Department from the Engineering Department for scrutiny and financial concurrence.  As provided in the CPWD code after a requisition for a work/schemes required to be executed is received in the Engineering Department from the Administrative Department concerned, a preliminary estimate is prepared to give an idea of the approximate cost involved, based on preliminary plans.  It is sent to the requisitioning department for obtaining administrative approval.  For execution of work, the under-mentioned formalities are the basic pre-requisites, which are required to be fulfilled, before it is taken in hand or liability incurred in connection with it. 


i) 
Administrative Approval


ii) 
Expenditure Sanction


iii) 
Technical Sanction


iv) 
Appropriation or re-appropriation of funds.

No normal work should be commenced or liability thereon incurred until administrative approval has been obtained, a properly detailed estimate with design has been sanctioned, expenditure sanction, where necessary has been obtained and allotment of funds made;



32.2    In view of the above, on receipt of an estimate in the Finance Department, the following preliminary checks may be made:-

(i) Whether administrative approval of the Vice Chairman has been obtained for the execution of work/scheme.

(ii) Detailed estimate has been prepared properly and technical sanction of the competent authority in the Engineering Department has been obtained;

(iii)       Provision of the estimated cost has been of the work/scheme exists in the Budget estimates/revised Budget Estimates of the year and if not how the expenditure is proposed to be met i.e. whether by re-appropriation of funds or by provision to be made in the Revised Budget Estimates.



32.3

The estimate is comprehensive and includes the following:-




(i) 
History - particulars relating to the initiation of and reasons leading up to the proposal and its general purposes, including reference to previous correspondence documents and specifications, where necessary. 




(ii) 
Design - A description of the original proposals and those finally adopted particularly with regard to location, sitting and design, also with reference to specification, calculation and drawings, where necessary;




(iii) 
Scope- An explicit statement as to what work is and is not covered by the  Estimate, also a reference to what arrangements are being made for any portions which are not included in the estimate. 



(iv) 
Rate - Particulars as to how the rates have been arrived at, giving reference to schedule of rates and also to the details accompanying the estimates, where necessary, with any special explanation connected therewith. 




(v) 
Cost - Cost of the work and a comparison with the amount originally provided under 









(vi) 
Method - The method proposed for carrying out the work, whether by lump sum contact, item rate or percentage rate tender, petty contract or daily labour or any combination of these.




(vi) 
Method - The method proposed for carrying out the work, whether by lump sum contact, item rate or percentage rate tender, petty contract or daily labour or any combination of these.




(vii) 
Establishment - Details of any provision made in the estimate for work charged Establishment, where necessary.




(viii) 
Construction Plant - Any special method of construction to be adopted with reference to specifications etc. and details of the arrangements that have been made for necessary construction plant, tools etc. 




(ix) 
Land -   Arrangement for acquisition of land, where necessary.





(x)   
Time - Time of starting and estimated time of completion of the work.



      32.4

The estimate of a project/scheme is supported by complete details and is based on drawings and calculations of design, where necessary.  In order to ensure this, it is seen that it has been prepared under the following heads:

(i) Buildings, including internal service installation e.g. water (filtered and un-filtered) supply, sanitary, electrical and other facilities.

(ii) Main roads outside the boundary walls for buildings under construction, as may be considered necessary for lay out;

(iii) Boundary walls or fences, gateways, roads and       paths, parks etc.

(iv) Electrical, water supply storm water drainage and sewage connections with main line.

(v) Special tools and plants which maybe necessary during construction.

(vi) ‘Stock and suspense accounts, which may be necessary in connection with the work;

(vii) Miscellaneous works such as leveling, dismantling of old buildings and other items which do not fall under the above heads

(viii) Departmental, administrative and interest charges

(ix) Land Acquisition.

In addition to the above preliminary checks, the following checks may be carried out to see that:-





(i) 
Arithmetical calculations are correct.




(ii) 
Departmental charges have been levied at rates prescribed for various purposes i.e. for works/schemes financed out Nazul Account-I, Nazul Account-II, and General Development Account etc.  These charges are usually levied for half the period of development/ construction. 




(iii) 
Administrative charges and interest charges have been levied at correct rates. 

(iv) 
Provision for contingencies at 3% on the cost of estimate has been added to cover the cost of unforeseen contingencies.  This provision is also intended to cover the cost of work-charged establishment for which no provision is required to be made separately except in the case of annual maintenance estimates, where provision is made for such establishment under a separate sub-head of estimate.  




(v) 
The correct and current schedule of rates issued by the Director General Works (CPWD) has been used for preparing the estimate.  Where for any item, there is deviation in the rates so prescribed, the reasons therefor should be ascertained.

(vi) 
The additional provision for rise in cost index since the schedule of rates has come into force has been made at the percentage prescribed by the Director General, CPWD from time to time. 

(vii)
As the availability of site is a pre-requisite for planning and designing of a work it should be particularly seen that land is available for taking up the work/scheme so that execution of work scheme is not held up due to non-availability of site. 




(viii) 
The estimates for commercial projects/schemes are accompanied by reports showing physical targets as well as financial viability of the project/scheme. 




(ix) 
In the case of revised estimate, it should be seen that it is accompanied by a comparative statement of provisions made in the original estimate and revised estimate and by a report showing the progress made up-to-date.




(x) 
In the case of repairs estimates, the total cost of maintenance of building structure during a year is within the prescribed limits as approved by the Govt. from time to time, both for annual repairs/special repairs. 

(xi) 
In the case of repairs estimates each annual repairs and maintenance estimate includes the whole expenditure (including Municipal Property taxes and other taxes, if any, payable by the Authority during the year).

(xii) 
Estimates for new roads include the cost of shifting of pipe lines, drainage electric poles, cables, telephone lines etc. 



     32.5

An other important point to be seen in the checking of estimates is the section/head of account to which the estimate is correctly chargeable.  It should inter-alia be seen whether the expenditure on work/scheme is correctly chargeable to the following accounts keeping in view the objects of the work/scheme and the ownership of land on which the work-scheme is to be executed:-




(i) 
Nazul Account-I   Estimates of works/schemes relating to works/schemes for further improvement and development of old Nazul Estates placed at the disposal of Delhi Improvement/Authority under the Nazul Agreement of 1937.




(ii) 
Nazul Account-II Estimates of works/schemes relating to the scheme of Large Scale Acquisition, Development and Disposal of Land in Delhi approved to be financed out of the Revolving Fund placed at the disposal of the Delhi Administration (Land & Building Department) for execution of the scheme. 

(iii) 
Estimates of works/schemes relating to Housing, Local Shopping Centres, Community shopping Centres, District Shopping Centres etc. approved to be financed out of General Development Account Funds. 

32.6
Administrative approval in the concurrence of the competent authority in the administrative department for incurring certain expenditure on their behalf, whereas technical sanction in an order of competent Authority in the Public Works Department sanctioning a properly detailed estimate primarily with a view to examining that the estimates are technically sound and are based on adequate data.

CHAPTER – 33

33.0 Special Audit

33.1 Audit Scope and objectives

(i) When fraud, misappropriation or any other serious financial irregularity comes to notice or when such irregularities are suspected, a special audit may be arranged to go into the matter in detail;

(ii) Such audit party is conducted in accordance with the scope and extent as detailed in consultation with Branch Officer / Divisional Officer under the orders of the Chief Accounts Officer;

(iii) Since detailed and  thorough check has to be exercised in Special Audit, such an audit would usually require more time than ordinary test audit depending upon the quantum of work involved and seriousness of irregularities;

(iv) Where special audit is ordered, the audit should be undertaken with least possible  delay irrespective of whether accounts are complete or not;

(v) An effective audit of even imperfect or incomplete records would establish prima – facie the nature of the irregularities;

(vi) On conducting the preliminary scrutiny of accounts, the Branch Officer / Divisional Officer may be permitted to complete their records after which second or more complete account may be undertaken in special audit;

33.2 Guidelines for detection of defalcation and frauds

General process of audit should be taken only as a guide to an intelligent and effective audit and in no case, should it be considered as limiting the scope of the auditor’s duties and functions.

In the course of local audit of the initial records of any office a number of irregularities may come to notice. Most of them may, prima facie, appear to be of a minor or routine in nature but at least a few of them are likely to conceal defalcations or frauds. All such irregularities should, therefore, be scrutinized in detail and with great care to ensure that they have not led to any frauds
In fact, the efficiency of local audit depends largely on the intelligence, thoroughness and resourcefulness which are brought to bear on it. Even an apparently minor defect or irregularity might conceal a potential fraud or misappropriation which may come out through intelligent probe.

An illustrative list of irregularities which are likely to conceal potential frauds is given in Appendix – 12.

33.3 Safe Custody of Documents

(a) If during the periodical audit, serious irregularities are noticed, the same should be immediately reported to the Chief Accounts Officer who will bring the matter to the notice of Finance Member;

(b) The Chief Accounts Officer will keep himself in touch with all cases of defalcation or embezzlement, if necessary, by visiting the Branch Office / Divisional Office in which it is detected or suspected. If required, he may take orders of the Finance Member / Vice Chairman for undertaking a special audit.

(c) Whenever such cases come to notice, the relevant vouchers / records should be taken over by the CAO for safe custody;

(d) When audit checks are complete, a detailed report fully explaining the case pointing out the faults in the system of accounts which led to the defalcations and suggesting remedies to prevent a recurrence, should be submitted to Finance Member / Vice Chairman;

(e) When a case of fraud or embezzlement comes to notice and the relevant records are likely to found valuable evidence to establish a fraud or embezzlement, it would be suffice if a Photostat copy thereof is taken and kept in safe custody of the CAO or an officer not below the rank of Deputy CAO to be nominated by him in this regard. The original copy should be sent to the Branch Officer / Divisional Officer concerned, in case, oit is clear that he is not involved in the fraud or embezzlement and in other cases, to his superior authority. Thereafter it would be the responsibility of that officer or his superior authority, as the case may be, to make arrangements for the proper safe custody of the records;

33.4 Interpolation in Records

If during local audit, some interpolations are noticed which prima – facie tend to indicate to cover up possible fraud or defalcation, the Inspecting Officer should bring the fact to the notice of Branch Officer / Divisional Officer [or to his superior authority in case, he himself is likely to be involved] to enable him to take the relevant records under safe custody for departmental investigation or for further audit checks, as the case may be. 

The matter should also be immediately brought to the notice of the CAO for further course of action in the matter.

33.5 Achievement of Efficiency -  cum – Performance Audit

General:

In addition to normal expenditure audit including inter – alia scrutiny of individual transactions with a view to detect cases of improper, extravagant, wasteful or un – economical expenditure, achievement or efficiency cum performance should also be conducted with a view to examine how far the Branch Officer / Divisional Officer whose transactions, Branch or Division are under audit is adequately discharging his financial responsibilities in regard to various schemes undertaken under his charge.

Audit should ascertain 

(a) whether the schemes on which expenditure is incurred are really being executed and their operations conducted economically; and 

(b) they are producing the expected results;

33.5.1 Broad Guidelines

Following points may be generally seen in respect of the items [a] of Para 33.5 above: 

(i) whether technical estimates or detailed projections and cost schedules are being framed and that the same are adhered to, if not, there are adequate reasons for excesses, delay etc. or whether there are occasions of inefficient handling, wastages etc. or due to deficient preparation of original estimates;

(ii) whether there have been any serious unavoidable delays in the progress of work / schemes;

(iii) whether there are losses of revenue due to delayed execution or holding up of other connected schemes;

(iv) whether there has been any wasteful expenditure that resulting from lack of coordination amongst the several aspects of the scheme such as staff having been engaged long time before the procurement of machinery required for running the project / scheme;

(v) whether the performance / cost are well comparable with the results obtained in respect of similar schemes;

(vi) whether the expenditure incurred conforms to the relevant provisions of Act, Rules, Regulations and orders framed for the purpose;

(vii) whether broad and general principles of financial propriety and high standards of public finance morality are kept in view for incurring expenditures on schemes;

(viii) how much of public money has remained locked up due to delays on the part of Engineering Department and Sales Branches resulting in losses due to escalation in cost and loss of interest;

33.5.2
Following points may be generally seen in respect of the items [b] of Para 33.5 above: 

(i) How far the physical targets [e.g. completion of construction works, housing schemes, and other development works etc.] have been achieved within the stipulated time;

(ii) How far any returns, where these were anticipated are actually accruing and 

(iii) How far final purpose or objects of the expenditure have been achieved;

33.6 Procedure for Audit

For conducting audit investigation on such questions, the following procedure should be adopted:

(a) as soon as the major scheme is sanctioned, detailed programme and estimates relating to it may be obtained from the Administrative / Engineering Department indicating [i] Sub Head of Estimates [b] Physical Targets of the schemes [c] returns anticipated [d] other objects in view and [e] broad organizational details of the scheme including method of expenditure, control and supervision;

(b) in cases, where actual expenditure is not booked in the accounts in sufficient details to enable a comparison with the sub heads of the estimates, monthly statements showing expenditure during and to the end of the each month against the various sub heads of the estimates and the variations of actuals as compared to estimates may be obtained from the departmental authorities.

(c) Monthly expenditure shown in the statement against each sub heads should give reference to the relevant bills and these statements should be test checked from the relevant expenditure vouchers. Any case of substantial excesses due to waste, inefficiency etc. should be investigated by audit;

(d) Local inspection should conduct the intelligent scrutiny of departmental files to detect the items of serious and unjustified excesses over estimates, expensive delays, infructuous expenditure and losses etc. due to inefficiency as well as of any shortfalls noticed in the achievement of physical targets, returns or final objects envisaged by the scheme;

(e) To supplement the result of local inspection, the administrative authorities / Engineering Department may be asked to furnish a review of the actual working of the scheme during each year mentioning inter -  alia any excess over estimate and any serious delays along with justification therefor as well as the extent to which physical targets, returns and final objects visualized were achieved;

(f) Some of the other sources which may prove to be helpful in conducting the “Efficiency Audit” would be the programme evaluation reports of the Administrative Department / Engineering Department or any reports of a Committee appointed by the Ministry of  Urban Development / Delhi Administration;

In examining the information collected on the above lines, attention should be paid to the cases where the interest of public was adversely affected due to inefficient planning and execution of a scheme or project.

CHAPTER – 34

34.0 Audit of Receipts

      34.1
Revenue Receipts
34.1.1
Audit should ensure that regulations and procedures framed by competent authorities regarding revenue receipts are followed by the staff and officers concerned. It should be verified that the sums due are correctly assessed in accordance with prescribed rules and orders are regularly recovered and checked against demand and sums received are duly brought to credit in account;

34.1.2
The following points are to be covered during audit of receipts:

(i) Necessary data and relevant particulars for the computation of demand at the prescribed rates and refund are collected and utilized properly. Demands are raised promptly and regularly on taxpayers in the manner prescribed.

(ii) Demand collection and refunds are regularly accounted for.

(iii) Accounting and allocation of collections are correctly done and they are credited to proper account as prescribed.

(iv) Proper safeguards exist to ensure that there is no omission or negligence.

(v) Claims are pursued with due diligence and are not abandoned or reduced except with adequate justification and proper authority.

(vi) Cheques received in payment of dues are not retained for long periods lest their currency should expire necessitating initiation of fresh steps to effect recovery of dues. 

(vii) There is no scope for double refunds, fraudulent or forged refund orders or other losses of revenue through fraud, default or mistakes; or deliberate omissions to enforce recovery, if there are such cases they are promptly brought to light and investigated. These aspects should be specially looked into while checking cases of revenues realized occasionally e.g. fees for temporary licenses, auction sales etc.

(viii) Proper registers and records relating to revenue receipts and refunds and correct accounting of all transactions are maintained as prescribed;

(ix) It should be verified as far as possible from the accounts that [a] sums due are regularly recovered and checked against demand and [b] sums due are duly brought to credit in accounts;

(x) Adequate regulations and procedures have been framed by the Department to secure an effective check on assessment, collection and proper allocation of revenue and to satisfy by adequate test checks that such regulations are actually being followed;

(xi) Adequate checks are prescribed to ensure the prompt detection and investigation of irregularities, doubtful refunds, fraudulent or forged refund vouchers or other loss of revenue through fraud, error or willful omission or negligence to levy or collect revenues or to issue refunds. Audit may suggest any appropriate improvements in the procedure;

(xii) If the test check of transactions reveals any defect in rules, the advice to amend such rules may be suggested;

(xiii) It should also be seen that:

(f) Adequate regulations and procedures have been framed for maintenance of proper accounts of receipts and issue of receipts books. 

(g) The number of receipts books to be issued at a time to each officer and to check with the officer’s accounts of used books when required;

(h) When any financial rule or order prescribes the scale or periodicity of recoveries, there is no deviation without proper authority from such scale  or periodicity; 

(i) A register of all recurring and non – recurring demands is kept in accordance with the rules and collections are watched against such demands;

(j) Money realized are brought to the Authority’s account immediately and there is no undue delay in the remittance to the bank;

(k) Any obvious errors in computation of assessment etc. may be pointed out leaving it to the administrative authorities to set right the errors;

(l) The claims of payees are pursued with due diligence and not abandoned or reduced except with adequate justification and proper authority;

(xiv) Demands are entered in demand and collection register / ledgers;

(xv) Demands notices are issued promptly where necessary;

(xvi) Postings are made in the relevant records and registers without delay;

(xvii) The daily collections made by the field staff are normally remitted with Cash Branch on the same day and are correctly accounted for by the cash branch;

(xviii) The entries in the Register of cheques and demand drafts are properly made, sent for realization on the same day or on the next bank working day, the proceeds accounted for in the cash book and official receipts are issued therefor;

(xix) In case of dishonoured cheques, the amounts in question have been realized subsequently and proper entries in relevant records made;l

(xx) There is no omission in posting the realizations in Demand And Collection Registers / Ledgers;

(xxi) Loss of revenue and write off, if any, are properly and adequately dealt with under the orders of appropriate authority;

(xxii) In cases of collection of revenue through banks, the receipt of daily collection statements from banks is being watched and their postings made in the cash book and other relevant records;

(xxiii) There is no delay in obtaining details for the amounts kept under “suspense” for want of details and for their clearance;


34.2
Audit of Receipt of Grants
34.2.1
Grants may be received by either for recurring maintenance expenditure or for acquisition of certain capital assets of non-recurring nature. In all cases accounts must be so drawn as to facilitate not only identification of source and object of grant, but also to indicate the purpose for which these grants have been utilized.

         34.2.2
     In audit, it is necessary to look into the following points :-

(i) The grant payable for each purpose has been correctly assessed in accordance with the guidelines;

(ii) Maintenance grant is limited to the net deficit of the expenditure in accordance with the scales laid down.

(iii) Unutilized grants are refunded or duly taken into account before determining subsequent grants, as prescribed.

(iv) Conditions attached to the grants are duly fulfilled.

(v) The assets acquired out of grants are continued to be utilized for the intended purpose / purposes.

(vi) The income expected to be realized by assets acquired is actually being realized and to that extent the dependence for maintenance has been reduced without increase in liability.

34.3
Audit should also review the outstanding dues and suggest to the authorities any feasible means for their recovery. Whenever dues appear to be irrecoverable orders for their waiver and adjustment should be sought. 
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