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From the Comptroller & Auditor General of India's desk

It gives me great pleasure to present the Performance Report of Indian Audit and Accounts
Department for the year 2012-13. This report reflects both our performance and the value
and benefits of the Supreme Audit Institution (SAI) of India to external stakeholders.

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

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

| hope this report will help the Legislature, Executive, the members of INTOSAI and ASOSAI
and other stakeholders in appreciation of role performed by the institution of CAG.

(Shashi Kant Sharma)
Comptroller & Auditor General of India

Promoting Accountability through independent audit assurance and public management
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Performance Highlights

|. About the Performance Report

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

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

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

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

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

lll. Key Results in Audit

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

e We issued 47,595 Inspection Reports during 2012-13.

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

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

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

We pointed out several instances of deviation from rules,
regulations; deficiencies in planning and implementation of
schemes, lack of coordination among various agencies, etc.

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

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

IV. Key Results in Accounts and Entitlements

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

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

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

V. Professional Standards and Quality Management

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

were under consideration of the Government of India.

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

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

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

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

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

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

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

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

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

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

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

Our Interaction with Key Stakeholders

Audit Advisory Boards are constituted at Union and State levels.

International Participation and Contributions

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

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

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

Promoting Accountability through independent audit assurance and public management
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About this Performance Report

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

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

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

This report aims to meet accountability requirements by reporting on

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

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

e the regularity and the efficiency in the use of SAl resources.

This report also meets transparency parameters by providing reliable, clear and
relevant public reporting on our status, mandate, strategy, activities, financial
management, operations and performance. It, therefore, seeks to

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

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

e share information about innovations within our organisation to encourage
emulation within and outside the IAAD.

Promoting Accountability through independent audit assurance and public management
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Chapter 2

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

| Who are we?

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

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

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

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

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

] Our Vision, Mission and Core Values

/Our Vision represents what we aspire to\
become: We strive to be a global leader and

initiator of national and international best /

~

practices in public sector auditing and Our Core Values are the

accounting, recognized for independent, guiding beacons for all

credible, balanced and timely reporting on that we do and give us

public finance and governance.

the benchmarks for

by the Constitution of India, we promote
accountability,  transparency and  good
governance through high quality auditing and
accounting and provide independent assurance
to our stakeholders, the Legislature, the
Executive and the Public, that public funds are
being used efficiently and for the intended

Qrposes. /

n Independence of SAIl

"

assessing our
Our Mission enunciates our current role and performance:
describes what we are doing today: Mandated Independence,

Objectivity, Integrity,
Reliability, Professional
Excellence,
Transparency and
Positive Approach.

/

ISSAl 1 envisages that the establishment of Supreme Audit Institutions and the

necessary degree of their independence shall be laid down in the Constitution;

details may be set out in legislation.

The Constitution of India provides for a Comptroller and Auditor General.

Independence of the CAG from the executive branch of the Government of India

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

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

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

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

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

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

v Our Accounts Mandate®

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

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

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

The audit mandate of the CAG is defined in the CAG's DPC Act 1971. As per the
provisions of the Act, the CAG has the mandate to audit and report upon:

All receipts and expenditure from the Consolidated Fund of the Union and
State Governments;

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

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

All trading, manufacturing, profit and loss accounts, balance sheets and
other subsidiary accounts kept in any Government Department;

All stores and stock accounts of all Government offices and Departments;
Accounts of all Government companies, e.g. ONGC, SAIL, etc.;

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

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

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

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

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

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

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

Vil Our Powers

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

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

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

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

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

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

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

Promoting Accountability through independent audit assurance and public management
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t different types of Audit

as per the DPC Act, specifies the entities that come within our

e Union and State level. However, the audit scope and extent,
nd approach to be adopted by the CAG in conducting audit of
- the discretion of the CAG. We conduct three types of audit in
| by us.

Employment
Guarantes

)
g | ] LN ; K Y —— National Rural
™ |

Compliance Financial Performance
Audit Audit Audit

 Audit

examines the transactions relating to expenditure, receipts,
s of Government for compliance with:

ns of the Constitution of India and the applicable laws; and

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

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

through independent audit assurance and public management
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Accounts certified On time Certification

Total 5,551 4717 (84.98 per cent)
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Our involvement with INTOSAI

INTOSAI Knowledge Sharing Committee










INTOSAI Governing Board meeting




Panel of External Auditors of United Nations and its Technical Group




Organizational Chart as on 31 March 2013
Comptroller and Auditor General of India

B S

4 States:

5 States:

6 States:

8 States:

6 States:

Note:

















































