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PREFACE

This is the 1" edition of Manuai on Certification of Centratrirz

SponsoredlCentral PlanlState Plan Schernes and Externaliy Aided Frojects

l&or. 1Lr. fi.rrcti ^^ ^!: +Lr Affi ^^ ^f +l^^ T)..1-^^j_-^r A -srlwr .rrt ruriiiiiiliuii wr LiiC LJiiiCe OI ifie Hi'liiCtpal ACCOUntant General (AUClit).

The instructions in this Manual supplement those contained in various

Codes & i\4anuais issued by Got emment of India and instructions and circuiars

issued by C&AG of India.

This Manual is intended to guide the HQrs and field parties deatring with

certification of CSS/CPS/SPS/EAPs in the State.

Apart tiom the guirielines for cerliS,ing the Statement of Expenditure of

CSS/CPS/SPS/EAPs, this Manual contains audit practices consistent with

Auditing Standards of CAG of India & Il.lTOSAf .

SGS.II G{Q) IiI Section v,ritrl be responsible for keeping this }u{anual up-

to-ciate.

Thiruvananthapuiam
Dated: 3AlA4l20I3

Principal
Keral a, Thiruvananthapuram
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The AG's Office u,as biftircated rv.e.f.1.3.84 into 2 distinct Offices (1) O/o

the AG (A&E) dealing rvitir Accounts and Entitlement and (2) C/o the Pr1.AG (Au)

dealine rvitir a1i audit fturctions. The rvork relating to Cerlification of

CSS/CP/SP/EAPs was orisinallv done by Ceirtral Audit Section fol Finance

Accounts and Applopriation and a Cell named 'EAP Cell' was attached to Co-

Crdination lcr motritorilrg riorll o[- certification of' Externalll A-ided ProSects ]rr

April 1999 the rvorks of certification of CSS/CP/SP/EAPs from the then Finanee and

Appropriation Audit Section and EAP Celi of Co-ordination Section rvere shifted to a

newly formed EAP Section. In January 2010 EAP Section has been merged witir

Spl. Cell (HQ) Iil. Consequent on restructuring rv.e.f April 2012, Spl Cell (HQ) III

Section has been renamed as SGS-lI(HQ)lIi Section.

The Manual iras 2 chapters.

Dealing witir CSS/CP/SP and

Dealirig with Externally Aided Projects.

1.

2.



CHAPTER I
Certification of Central Plan/Scherues

i.0i General

Got'ernment of lndia releases each year. assistance in the forrl of Grants

and/or Loans to various States/Union Territory Governments for various Central and

Cc.:...-ll.. C.^ ---^,.^J C^l-^.^-^^ :-- I .., .rL eiiii'aiii )purr:urtu JruL.urLr. iii acCOidailCL- \i;i11 i!:e ::.rtte,.r' .^^^;fie.4 in rt"or rrrr lrqtLlrl, JplLlliLu ii.i iiiC

sanctions reiating to tirese Sciremes. Whiie ceftain schemes are fuiiy financed by the

Central Go-,'ern;xe11t, e>tpellditure c1t scr::e cthels is shared betr.,,een the Central

Government and the State/Union Territory Governments. For State plan Sciremes,

the assistance takes the fbrm of block grants and loans which is related to the totai

outlay aliotted for the State Plan. as a whoie. by the Planning Commission u,ithout

linliage with individual schemes excepi to the exteiri of cefiaiir earinarked categories

like Pou'er' N4ajor trr'r'igation, Elementary Education etc. and some other sehemes of

Agriculture and allied sectors.

3.23.16 of MSO (Ar-rdit) 12'd Edition)

In majority of cases of Centrally Sponsored Schemes, assistance is released in

ad','a11ce b1' Govermrent of India based on the claims put folward by the Sta.teli-lnion

Territory Goverrultents subject to fina1 adjustnent on the basis of actlal expenditure

in due course.

According to the procedure prescribed by the Ministry 6f Finapce for

finalising the assistance relating to Plan Schemes. the final claims are to be preferred

by the State/Union Territory Govermlents on the basis of audited figures of

v
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elipenditure in tlie prescribed piofbrma. r,ide Circulai ietter l.io.F6(6g)-Fi69 <iated

1 3.01 . 1 975 fi"om the ]r4inistr1, of Finance-Annexure _tr.

3.23.17 of \4SO (Audit; (2nd Etiition;
1'42 After tlie accounts of the )rear are ciosed. tlie Principai Accountalt Geleral

(A&E) ra'ill piepare scheme-nise statements of expenditure r,,,itir reference to

Finance and Detailed Applopriatio, Accounts" for the grants in question

indicating therein the iteras kepi under objection trl,Xrim and tr-rrnish them tc

tire Principai Accottntant Generai (G&SSA) tor Aueiit and Cer-tification. The

sectiotl in the office of the Frincipai Accountant General(G&SSA) *,ili. iri ilie

meantime, collect scheme-wise depafimental statements of expenditure in the

prescribed format and details of amounts kept under objection in respect of

the schemes in the concetned IAUIEPA/OA(HQrs) Section during the course

of central Audit of voucliers/Re..,ieu, of Schemes lLocal Aucit.

1'03 Audit is ananged on receipt of departmentallstatement of expenditur-e. Then

the section responsible fol issuing Audit Cerlificates wiil prepare audited

statements of expenditure with reference to the statements received fi-orn tlie

A&E Office, and the Departments concerned and forward cerlified copies of

these statements indicating the amounts obiected to by both the A&E and

Audit Ofl-rces to tlie h4inistry of Finance/concerneci ministries in tire

prescribed format referred to in 1.0i with copy to the State/Union Territorl

Govenmrents to enable the latter to piefer the finai claims. \l,,herever.

necessary, local verification of departmental accor.rnts is also held by the

Audit officer priol to cerlific,ation to asceftain whether the norms of

a*
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,regularity' had been obsen,ed ri,hile incuning expenditure vide consoiiciateri

circuiars of cAG issueii in EAP/] 117 -25lcllv o1.1 1 1 dated 27 .6.2006'

1.04 In order to facilitate timell,action. the follorving information should be calied

for from the Central Plan Nlonitoring unit in Goverilnent Secletariat/Plarming

Board as soo11 as the acconnts of the year are ciosed'

ii) i'{umber ui sclieii,e s aird theii details'

(ii) Detaiis of the Fleads of accoun'1. including sub-heads and detailed heads.

under',,^ihich expenditure on each inciivicir-ral schenre is booked'

(iii) Sanctions of the Urliol a1d State Goveltmetrts peitaiiring io each

scheme.

(iv) Parliculars of all ilrplementing agencies executing the schemes

throughout the State.

(v) Budget provisior.ts and details of systems iu force f,or control over

expenditure

3.23.19 of I\4SO (Audit) 12"d Edition;

1.05 While cefiifying the expenditttre, objections of a routit-te nature such as waut

of sub-vouchers. absence of buclget allotmerit etc. -which 'would not affect the

central assistance may'be ignored. I{o1ever, it should be seen that

(a) The amounts drawn in abstract bills for which detaileC bills are not

subniittcd are excluded.

(b) Any item of expenditure iueligible for central assistance with reference to

the teuns of such assistance or the instructions of Govemment of lndia is

not included, aiid if ',1,c e:lact amount cf these items cannot be detenlined'

a qualification to that effect is made'

4



(c) Anv point of doubt regarding eligibilitl, for Central assistance has been

got clarified by reference to the ministry concerned; and

(d) The cedificate is qrialified that it is lviihoui prejudice to the iight of the

Comptroller & Auditor General of lndia to inclucle in the Audit Report

any audit cornrnents in regard to utilisation of central assistance by State

Government emerged as a result of Audit.

3.23.2r of MSO (Auelit) 12"d Editionl

1.06 Whenever expenditure is not identifiable for purpose of cerlification" as inuch

information as ma)/ be available in the accounts records of, the Accountant

General (A&E) should be fumished, leaving it to the Ministry of Finance to

call for such further information as may be necessary from the State,tinion

Territory Govemments for finalisation of the central assistance. The

following procedure may be adopted in such cases.

(1) If the Finance Aceounts and Detailed Appropriation Accounts

give the break-up of expenditure under the three categories of

schemes(State Plan Schemes, Central Plan Schemes and Centrally

Sponsored Schemes), the Accountants General would give the figures

of expenditure duly supporled by scheme wise details to the extent

available; otheru,ise Accountants General lr,ould give the total plan

expenditure under each minor head duly supporleci by scheme-wise

expenditure to the extent available in the Detaile<i Appropriation

Accounts or the Consolidated Abstracts.







\-i-
Annextxne -tr

(Referrecl to in para 1.01)

Certificatetl Starcrnent oi" Erperrtliiui'e ii, i'e:iiect of Ccnii";il',' Spollsared/

Central PIan Schemes

Narle

^f

Head

^f

Year Expenditure on the

scher.ne

Cerlified

antoLlnt

Arnount

disallorved

Reasons for

disallou,ance

Renrarks

scheme accor-rr.rt Department/PAG(A&E)'s

figr-rre u'itichever is less

I 1 J 4 5 6 7
oo



Ar{NtrXUF.E 2
No.EAP/II I 7 -25 I G 1 lY o1jU

Dated: 27.07.2446

CIRCUI-AR

Sub: - Ceitification of Expenditr-tre reiating to Central Plar/Centralil:

-

USPonsored Schemes.

1 . Tak^ing into account the large scale in egularities noticed in the

implernentation o^ the Pla-n Sehenles, the HQrs offrce has diresied iirat au,iit

cerlificates shouid be issued after eonducting 1ocal audit wherever necessary.

2. The following instructions are issued for the guidance of the field parlies

entrusted with the cerlification of plan schemes based on HQrs instructions and

^'nvicin,rc in l\4SO /Arrdit\)OO)

(a) An elaborate process of etficiency cum perfomrance auciii is not expected.

The audit should be rnainll, confined to regularity in expenditule. In respect

of the sciremes rvhere the expenditure is incun'ed mainly on salary to staff

sanctioned for the pulpose. and where the expenditure incurred is prima-facie.

genuine. and more or less similar to those of the figures (reconciled) booked

by the Principal Accountant General (A&E), audit cerlificates cor.tid be issued

straight away r.vithout detailed audit scrutiny. limiting the expenditule to the

figures booked by Principal Accorintant General (A&E).

In respect of schemes where audit cerr.ificates could be issued only after ar.rdit

sclutiny, the follou,ing points may be specially looked into-

(b)
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(i;t) Anv item of expenditure found clearl1, ineiigible lor Central assistance witir

reference to the ternls for such assistance or the instructions of' the

Goverirtneirt oi lndia" is not included. Ii ihe exact aiiioliiit of these iteils

camrot be detennined. a qualification to that eflt-ect niav be made.

(x) The instance of diversion of funds for purposes not envisaged under the

sqfueqe may be commented and excluded.

(xi) In cases u'here comprehensir,e audit/rsl,isr.v of an1,pafiicular seheme has been

made b1' Accountant General" attention of pafiicuial para(s; of the Agciit

R-eport/kispection Reporl may be referred and suitable cominents fiamed.

(xii) While pleparing report for each scheme, the net expenditure admitted and the

amount disallowed should be specified with reasons thereof.

(xiii) Neeessary doctttlents in suppolt of disallorvance of amount should be

substantiated either by obtaining specific replies to Audit Enquiries or ke1,

documents.

(xiv) While issuing Audit Certificates in earlier years, some items of expencliture

included in the deparlmental Staternent of Expenditure had been disaliowed

for various reasons like want of final (adjustnient) bilis against advance

co,tinger.rt bills drau'n, amount kept in pDiSB. etc. amount u,utilized.

paymeirts for supplies/services included in Statement of Expenditure but such

debits appeai in tlie books of the Principal Accountant Generai (A&E) later.

etc. In such cases. the expenditure can be adrnitted a1d ilciudeci in the

cunent Audit Cerlificate (as distinct iterrs). provided detailsldocumenis are

produced for adrnitting such clainis.

1i



promptly.

pian schemes u,il1 besto-'.r their personal attention itt conpleting the rvork as

e;xpeditiously as possible. The reporl/observation in respect oi eacir scheme lila-\- be

.v

(xr ) Ensure that the deparlmental oft-rcer maintains separate files" registers,

accounts etc. for each Centralll, Sponsored Schemes. if the scheme is

in-rpiernenteci tluo-Lrgh s'Libordiuat.' office ,/cthet' agencies" ensr.lie thal tl"re

Controlling Officer maintains proper recolds to consolidate the accounts

sent to Sr. Auriit Officer EAP Section for issue of Audit Certificates. Details of the

scherne/drawing officer ancl classification in respect of the amouut held under

objection during the course of audit should clearly be indicated in the inspection

Report. R.elevant information in regard to Utiiization Cerlificates not furnished may

aiso be collected.

Tour proglamme will be given b,v the Section. Deviation, if any required from

the given programtxe on account of local r,edfication at the implementing agencY

outside Thiruvananthapurarn etc. rvill be got approved in advance and the weekly

draries furnished to EAP Section.

12



CI{APTER. -II

2.01 Cenei'al

(1) The agreements for loan/developnlent creclit entered into b1,the Intemational

Bank for Reconstrttction and Development & International Development Agenc,v

with the Goventment of India lor financing development proiects to be impiemented

b1' deparlments of the Central Govemment. Govemnents of Sta-ies. publie Sector

Llndedakings and Autonotnous bodies etc. include specific covenants tor accounts

and audit. These coveiiants inter-alia provide thai the Governmeni or. the project

entity shall

(a) Maintain records and accounts adequate to reflect in accordance u,ith sound

accounting practice. the operations. resolu'ces and expenditures in respect of tlie

pro.ject.

(b) Have the records and accounts of the project for each fiscal .vear audited in

accordance with appropriate auditing principie consisteutly applied b-v

independent Auditors acceptable to the Bank

(c) Furnish to the Bank within six rlonths of the close of the year-, a certifieci copy

of the repofi of audit referred to in para 2 by the said Auditors, of such scope and

in such detail as the Bank shall have reasonabry requested; and

(d) For all expenditure in respect of withclra."vals made on the basis of statements

of expenditures (tvithout documentation) fumish the reporl of audit referred to

para (b) above as containing a separate opinion by the independent auditors, as to

wirether the statements of expenditure together u,ith the procedures and

i3



internaticnal controls involved in their preparation^ can be relieci upon in suppotl

of such lvithdrarvals.

z.0z Neu, standardized Terms of Reference (TOR) for audlting WB assiste<1 project

been issued (Annexure III) Audit cefiification has to be done keeping in vier'v the

.-...-.-,i"lr.-r ^n'.+qi,red in Nerv Tenrrs of Relelence.
Pl u ytJrullJ !uri.nirr!'

Z.A3 ScoPe-qI4sdi1

The audit sccpe shoLrld be deterrnined b1' the indiviriuai circumslarrces of

activity supporled by the Bank Loan. The Bank norma-lly seeks assurance that the

An'ual Finaneial Statements fairly present the financial transactions and balances

associated with the impiementation of the ploject and the expenses financed by the

loan were appropriate. For this purpose, expenditures ale deemed appropliate if the-v

were incured for the purpose of the project and are eligible fol Bank fiirancing'

2.A4 PeriodiPitv of audit

Ge1erally Balk lequires annual agdit rvhen projects are implemelted by

continuing entities, the hscal repo*ing period of the entitl' will nolmaily be used'

For ulits created specifically to implement Bank - fiuanced operation' repoliing

period of up to 18 months may be agreed at the begiming or end of a project' or

when thele is change in the date of final year end'

2.05 Audit oninion

The finapcial statement to which the audit opiliol is to be attached should

indicate the terus on rvhich Bank funding has been provided' normally no specific

reference to eligibility is required in the audit opinion' Auditing Standards

acceptable to the Ban-l< require that the entity's internal control be revierved to

14



-----opinion-or 
other appropriate form of asseriionmay be required.

determine rvi'iether tlte1' provide an acceptable basis for the preparation of tire

financial Stalet-uents. Therefore no specific reference to intemal cor-itrols u,iil

normali.v be required in audit opinion. Hou,ever" if Ban1, assesses that there is

particularlv liigh internal coutrol risk which might significantl1. impact

iurplementation of the project. or the use of Bank funds" a reference in the audit

[Guidelines published during June 20031

2 fr6 Tjre \[/nri.l P-rn!: hrq rrao-f^.l r1-^ r]^,-^.^+*^it^.. p, /,-.):+^." .1 ^-^^-.-\ ^a-u4rr\ ilal awicPi!ii trrU uiJiirjjtiiJliui-(t AijuiLui" \Jeiiei'ai o-t

India(C&AG) to be an independent Auditor for the purpose of cerlification of

accounts and issue of Audit Certificates in respect of projects being executed in India

with the World Bank financial assistance. The standard audit covenant in tire Loan

Agreements in respect of projects executed by the Governrnent deparlments and

corporations. the audit of rvliicli vests rvitli the C&AG is mei b_v the Principal

Accouutant General (G&SSA) by furnishing to the project autirorities for onwarci

transmission to the Bank an integrated Audit Cerlificate r.vittrrin six months of the

close of the financiai year. in the prescribed fori.n (Annexure I) based on irregrilarities

noticed itt cetttral audit as',','ell as locai audit ir: rclatioir to accoiints of tliese projecls.

3.17.11 of MSO (Audit) (2nd Editiony

2.07 The aunual accounts to be cerlified are the amual expenciiture statements in

respect of projects executed by the Government departments and the accounts that

are cefiified by C&AG as sole Auditor in respect of projects executed by other

bodies and authorities. if an1, furlher details are required b-v the World Bank" these

are to be furnislied by the project authorities. The integrated Audit Cefiificates are

considered adequate for the purpose of World Bank and it u,ould not be necessary for

15
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the Banl< to arvait tlie all inclusiYe Audit Report of the Comptroiler & Auditor

General submitted to the respective legislatures. As the Audit Certificate is not to be

published as it is ir-r the nature of a .iocument erchanged betu'een tire clients and the

Bauk, the cerlificates should indicate, in briei- the amounts held under objection tbr

rvant of vouchers. Detaileci contingent Bil1s, sanctions etc.. and misclassification"

] e-nls p-tc,.,lb4t pgmg to nolice,

w'l-ro implement the project.

3.17.12 of MSO (Audit) 12'd Edition;

2.fi8 The ai.idit of World Bank and other Externaiiy Aicied Projecis under execution

by the Project autirorities iGoverrrlrent departments etc' under the audit .iurisdiction

of the Principal Accountant General (G&SSA) would be authorized by the Head

Quarters from time to time. The Principal Accountant General (G&SSA) has to

obtain -,he details of agreenents, ternts of loans, conditions etc., either directly from

tiie Deparimeni of Economic Affairs. GOI, Neu, Delhi or frorn State level authorities

3.17.3 of MSC (Audit) 12"d Editionl

2.0g The state Government/Project authorities may be requested to furnish copies

of annual accounts/ statement of expenditnre simultaneously to both the Principal

Accountalt General (A&E) and Principal Accountant General (G&SSA). On receipt

of these, u,hiie Principal Accountant General (A&E) may continue with process of

reconciiiatiol of figures ald cerlificatiol of figures baseri on the accounts maintained

by him. the Principal Accountant Generai (G&SSA) should plan for test check of

ulits under the project/departments so that as soon as the cerlified accounts figures

are availabie. he is in a position to issue Audit Cefiificates' in case the Projeci

authorities do not sent separate copies to the Principal Accountant General

t6
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(G&SSA). the Pripcipal Accountant Generai (A&E) ma,v provide a copy of tire

accounts (SOBs) as sooll as he receives it. till the s-vstem is adopted by all the Project

authorlties/Got etrullent deparlments.

2.10 List of EAps for u,hich SOEs irave not been received by 30th April is to be

informed to concerned Heads of Depar-tments / hlplernenting Agencies by 1" of Ir4ay

everv vear.'

Co-orrirrillA:ullll A9 dated 22.05.2001'

Z.lL if tire Exteriiall-v Aided Projects are not separateif icientifiable in tire Budgei

oi.these are spread over a few grants or is mixed up lvith other centraiiy Sponsored

Schernes, Principal Accountant General (A&E) may not be able to separa'reiy

identify, project-w'ise expenditure and cerlif.v them. The problenls is more acute in

case of expelditure incuned on "Direction" and "Headquafters" ' which are booked

in lump sum in the Budget but are distribr.ited to variou.s sciremes by the Project

authorities whel they submit the Staternents of Expenciitrue. Keepilg these faots in

view, the prilcipal Accourrlant General (A&E) rvhile cerlifying the annttal accounts/

Staternents of Expenditure sl1ould clearly indicate the comect position of the figures

shown by him vis-d-vis the figures shown by the depanmental a'uithorities.

2.12 The loca1 audit of extemally aided projects sliould be given priority' While

the projects ale to be covered during the normal audit of Drarving and Disbursing

Ofhcer/ Pro-iect authorities durirrg the eourse of the year, whet'e\/er llecessary' the

audit may also be programmed specifically to co\/el Externally Aided Projects"

u4rene,er they do not fall in the normal course of audit cycle. Not only the projeci

implementing authority but aiso the fielci r.iiriis sliould be co'"ered so thaf tJre Audit

Cefiificate issued is based ou test-check of transactions in the field'

17



Z.t3 To facilitate the timely issue of Audit Certihcates, the irregularities noticed in

the central audit as u,ell as local audit in relation to these projects should be distinctly

recorded and separate files for certification and issue of Audit Certificates in respect

of each project be maintained in cases where for some valid reasons, it is not possible

to certify together the accounts and the statements of expenditure within six months

of the close of the year. The statement of expenditure should be certified separately

adopting suitably the relevant portion of the prescribed forms of the cerlificate in

time.

5.08 of Financial Audit Manual Vot'Vttt 1tO;

2.14 When significant weakness came to the attention of the auditor during the

course of audit that is not reflected in the audit opinion they should be reported in a

management letter addressed to the borrower'

1. Weaker in Internal Control System

2. Inappropriate accounting policies and practices

3.IssuesregardinggeneralcompliancewithbroadcoversuchaS

implementing the project with economy and efficiency'

4. Any other matter that the auditor considers to be brought to the attention

of the borrower.

2.15 The Audit Certificate in respect of projects executed by Govemment

Companies are issued by Chartered Accountants who are statutory auditors of the

Companies and not by the Comptroller and Auditor General who conducts only a

supplementary audit, in such cases, under the Companies Act'

3.17.13 of MSO (Audit) 2nd Edn'

18



2.16 It has to be ensured that there is no delay in verification and reconciliation of

the expenditure, where necessary, by the Office of the Principal Accountant General

(A&E) and reconciled accounts/ statements are passed on to the Audit Offices

maintaining each category of objection and the amount thereof as performers records

for the purpose of issuing Audit Certificates after adding the irregularities of the

categories meniioned in Para 2.05 above which are noticed in audit.

5.10 of Central Audit Manual Vol. VIII (19)

2.17 Main points to be borne in mind during cerlification.

(1) The Audit Report on the Project Financial Statements should be in accordance

with the relevant Auditing Standards promulgated by the Comptroller and Auditor

General which are reproduced in Annexure IL

(2) The format of Audit Certificate should be strictly followed and there should be no

deviation. Two copies of the audited accounts and Audit Report are to be issued to

the Project authorities and only intimation is sent to the Department of Economic

Affairs, Ministry of Finance.

(3) The Report should be dated as of the date to which the Auditor has become aware

of and considered the effects of events and transactions. This may be generally the

final date of field work.

(a) On no account Inspection Reports or photocopies of Inspection Reports are to be

enclosed, as audit cornments. These are to be drafted properly and incorporated

along u,ith the certificates wherever necessary.

(5) The Government of India disallows any amount objected to by Accountant

General and to that extent the reimbursemeirt to the Pro.ject authcrities bi' the State

Government is reduced. In view of this, Accountant General has heavy

L9



responsibilit,v in properly auditing and certifying the figures. At the time of test

check of audit of accounts in the held offices adequate attention should be paid.

(6) Cases of non-receipt of accounts/statement of expenditure by 31 .Iuly/

31 August/ 30 September/ 30 November/ 31 December should be reported demi-

officially to Heads of the Deparlment concerned/Administrative Secretary concerned/

---IinanceSecretaryiChief Secretary/ Additional Secretary (FD). Ministry of Finance,

Department of Economic Affairs, New Deihi by August/September and 1tt week of

December /1511' January respectively under intimation to Headquarters office'

centrally by the Ministry of Finance.

(10) The expenditure incurred under Inter-Continental Bid (ICB) mode or

procurement may not be included in the Audit Certificate as these are held centrally

which will be audited by the Principal Director of Audit, Central Revenue, New

Delhi.

[Para 5.1 i of Central Audit Manual Vol.VII]

(7) Expenditure booked under the project head only is to be reconciled for the

purpose of certification and not the whole expenditure booked under grants or major

head.

(8) Audit certificates are to be issued for the entire expenditure under the project and

not merely for the state shale but also central share released in the shape of grants-in-

aid. The certificate should cover the Worid Bank Project and should not include any

other expenditure.

(9) It is not necessary that field units should provide application numberipercentage

of disbursement/commitment charges etc as these are monitored and mentioned
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(Para 3.16.22 and 3.16.23 of MSO (Tech), General Circular No.11-Audit-11 issued

in lcner No.711/Audit-11193-86 dated 12.5.87, General Circular No.2 Audit lll9l

issued in letter No.201-Audit 11/9-90 dated 18.2.1991. General Circular No.l1-

Audit-1i/91 dated 25.7.1991. General Circular No.07l92 issued in letter No.926

Audit 1111-9211i dated 11.8.1992 from the office of the C&AG) New Terms of

Reference (TOR) fc,r audit of World Bank Assisted projects issued vide circular

No.02-Audir (EAP) and letter No.167 Audit (EAP/I-2007 dated 28.4.2009 of the

c&AG).

2.18 Returns to be received i furnished for timely monitoring of Cefiification.

1. SOEs in respect of World Bank/ Extemally Aided Project from various

implementing agencies are to be received in the Audit Office by 1" of May every

year.

(HQrs Circular 3AIV2001 dated22.05.2001 of Director General (Audit))

2. A monthly report on the issue of ACs in r/o EAPs is to be forwarded by l" week

of every month starting from the month of August of every succeeding financial year

to HQrs Office.

3. Annual returrs on the issue of ACs in r/o WB aided /EAP is to be sent to Co-

oidination section by 10'h January every year.

(Co- ordn Tll175 dated 03-0i-92)

p
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ANNEXURE-I

Addressee 
2

Wehaveauditedtheaccompanyingfinancialstatementsofthe

Pro.iect linanced under world Bank Loan No. -----------/IDA, w'hich comprise

the-slatement of sources and Applicalions of funds and the Reconciliation of

clairns to Total Applications of funds3 for the year ended-------' These

statements are the responsibility of the Project,s management. our

responsibiiity is to

based on our audit.

we conducted our audit in accordance with the Auditing Standards

promulgated by the comptroller and Auditor General of India' Those Standards

require that we plan and perform the audit to obtain reasonable assurance about

whether the financial statements are free of material misstatement' Our audit

examines, on a test basis, evidence supporling the amounts and disclosures in

the financial statements. It also includes assessing the accounting principles

used and significant estimates made by manageinent, as well as evaluating the

overall statement presentation. We believe that our audit provides a reasonable

basis for our oPinion.

Inouropinion,thefinancialstatementspresentfairly,inallmaterial

respects, the sources and applications offunds of------Project for the year ended-

in accordance with Government of India accounting standardsa'

1 . See relevant portion of Auditing Standards of the comptroller and. Auditor General of India as

applicable from time to time for ionditions where unqualified, qualified, adverse or disclaimers

oi'opinion may appropriately be rendered'

2. The auditor's report should be addressed to the person stipulated in the underlying loan

;gr;;; u, ..rponrible for providing audited project financial statements'

3. Inserl titles of o,l-,..'..quiiJ stateire,ts ani sc"1,edutes included in or annexed to the project

financial statements. ifany' 
standards pronounced by

4. Until the Ministry of Finance prescribes adoption of the 
.accounttng

GASAB or other body such as IPSAS, the accJuntirrg standards followed bi' the Gcvernrnent of

India shall be the cash basis of accounting applied wiih due regard to the Generai financial rules'

pWD codes, Treasury 
"oJ", 

una similar irninciai ru1es and cod"s us rare in effect and applicable

to the operations ofthe Project'
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In addition, in our opinion (a) with respect to SOEs, adequate

supporting documentation has been maintained to support claims to the

World Bank for reimbursements of expenditures incured, and (b) except for

ineligible expenditures as detailed in the audit observations, if any, appended

to this audit report, expenditures are eligible for finalising under the

Loani Credit Agreement.

During the course of the audit, SOEsIFMRs (each applicationNo' and amount

to be indicated) and the connected documents were pxamined and these can

be relied upon to support reimbursement under the Loan/Credit Agreement'

This report is issued without prejudice to CAG's right to incorporate the audit

observations in the Report -of CAG sf Tndia for being laid before

ParliamenVstate or UT Legislature.

[Auditor's signature]

[Auditor's Address]

[Date] 
s

The report should be dated as of the date to which the auditor has become aware of and considered

the effects of events and transactions. This is generally the final date of field rvork, as opposed tn

the date of signing the Audit Report.
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ANNEXURE.II

fReference Para 2.17)

11

1aJ T]be &qn and content of all audit opinions and reports are founded on

the following general principles.

(a) Trtle: The opinion or repo4 $ouid_be preceded by a suitable title or heading,

helping the reader to distinguish it from statements and information issued by

others.

(b) Sienature and date: The opinion oI report should be properly signed' The

inclusion of a date informs the reader that consideration has been given to the

effect of events or transactions about which the auditor became aware up to thal

date (which, in the case of regularity (financial) audits, may be beyond the period

of the financial statements).

(c) Obiectives and scorre: The opinion or report should include reference to the

objectives and scope of the audit. This information establishes the purpose and

boundaries of the audit'

(d) Completeness: Opinions should be appelded to and published with the

financial statements to which they relate, but perfomlance reports may be free

standing. The auditor's opinions and reports should be presented as prepared by

the auditor. In exercising its independence CAG may acquire information from

time to time, which in the national interest cannot be freely disclosed' This can

affect the completeness of the audit report. In this situation the auditor should

:
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consider the need to make a report, possibly including confidential or sensitivc''

material in a separate. unpublished report'

(e) Addressee: The opinion oI lepol-t should identify those to whom it is

addressed, as required by the circumstance of the audit engagement and local

regulations or practice. This is unnecessary where formal procedures exist for its

deliverv

(f) Identification of subiect matter: The opinion or report should identify' the

financial statements (in the case of regularity (financial) audits) or area (in the

case of performance audits) to which it relates. This includes information such

as the name of the audited entity, the date and period covered by the hnancial

statements and the subject matter that has been audited'

(g) Leeal basis: Audit opinions and reports should identify the legislation or

other authority providing for the audit'

(h) compliance with standards: Audit opinions and reports should indicate the

auditing standards or practices followed in conducting the audit' thus providing

the reader with an assurance that the audit has been carried out in accordance

with generally accepted procedures'

tt) Timeliness: The audit opinion or report should be available promptly to be of

greatest use to readers an,1 users, particularly those who have to take necessary

action.

1 1.2 An audit opinion is normally in a standard format, relating to the hnancial

statements as a whole, thus avoiding the need to state at length what lies behind it

but conveying by its nature a general understanciing among rea'jers as to its

meaning. The nature of these words will be influenced by the legal framework
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for the audit. but the content of the opinion will need to indicate unambiguousll,

whether it is unqualified or qualified and, if the latter, whether it is qualified in

certain respects or is adverse or a disclaimer of opinion.

1 1.3 An unqualified opinion is given when the auditor is satisfied in all material

respects that.

(a) The financial statements have been prepared using acceptable accounting

basis and policies which have been consistently applied;

(b) The statements eomply with sta.tutory requ-irements and relevant reguiations,

(c) The view presented by the financial statements is consistent with the auditor's

knowledge of the audited entity; and

(d) There is adequate disclosure of all material matters relevant to the financial

statements.

11.4: Emphasis of Matter: In certain circumstances the auditor ma,r, consider

that the reader will not obtain a proper understanding of the financial statements

unless attention is drawn to unusual or important matters. As a general principle

the auditor issuing an unqualified opinion does not make reference to specific

aspects of the financial statements in the opinion in case this should be

riiisconstrued as being a qualification. In order to avoid giving that impression,

references that are meant as "emphasis of matter" are contained in a separate

paragraph from the opinion. However, the auditor should not make use of an

emphasis of matter to rectify a lack of appropriate disclosure in the financial

statements, nor as an alternative to, or a substitute for, qualifying the opinion.

1 1.5 Adverse opinion: Where the auditor is unable io foi'iri an opiriioii oii ilie

financial statements taken as a whole due to disagreement which is so

26V
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Annexure III
(Reference Para2.02'1

TERMS OF REFERENCE FOR THE AUDIT OF PROJECT FINA}ICIAL

STATEMENTS OF IPROJECT NAMEI Gor audits conducted bv CAG)

Background

[Project Aims, Timelines and Objectives] 
I

Objective

The essence of the World Bank2 audit policy is to ensure thaf" the Bark receives

adequate independent. professional audit assurance that the proceeds of World Bank

loans were used for the purposes intended, 3 that the annual project financial

statements are free from material misstatement and that the terms of the loan

agreement were complied with in all material respects'

t. The back ground should normally inclttde a detailed description of the proiect including idormation on

project sources offunding. The purposes for which the funds are intendecl and a general description of

intplententing arratlgemerils, including the organizational stt'ucture of all implementing entities'

2- "Il orld Bank" inclttdes the International Dewlopnrcnt Agency and the Inlernational Bank for

Reconstt"Ltction and Dewlopntent. "Loans" includes credits and grants to which the TORs would apply

and "borrower" includes recipients ofsuch loans'

3. The Bank,s cltarter [Article III Section I,'(b) IBRD's Articles of agreentent ancl Article lt section ](g) of

IDA',s Articles of Agreententl specifii tlnt "Tlte Bank slnll make orrangenrcnts to ensure that the proceeds

of arry loan are used only.[or the purposes for which the loan was gratlted' vilh cltre altention to

cortsiderations of econonty and efficiencl' and v'itlnut regard to political or otlrcr non economic

inJluences or cons ideratiotts ".
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The obiective of the audit of the Project Financial Statement (PFS)

enable this auditor to express a professional opinion as to rvhether (1) the

present fairly, in all material respects, the sources and applications of project

for the period under audit examination, (2) the funds were utilised for the purposes

for which they w-ere provided, and (3) expenditure shown in the PFS are eligible for

financing under the relevant loan or credit agreement. In addition, where applicable,

is to

PFS

funds

the auditor will express a professional opinion as to whether the Financial

Management Reports submitted by project managemeni n:ay be relied upon to

support any applications for withdrawal, and whether adequate supporting

documentation has been maintained to support claims made by project management

for reimbursement of expenditures incurred under the Statement of Expenditure

method of reimbursement.

The books of account that provide the basis for preparation of the PFS are

established to reflect the financial transactions of the project and are maintained by

the project implementation agency - Project Implementation Unit and the

participating divisions.

Standards

The audit w-ill be carried out in accordance with the Auditing Standards

promulgated by the Comptroller and Auditor General of India. The auditor

should accordingly consider materiality when planning and performing the

audit to reduce audit risk to an acceptable level that is consistent with the

objective of the audit. Although the responsibility for preventing irregularity.

fraud, or the use ofloan proceeds for purpose other than as defined in the legal

agreement remains with the borrower, the audit should be planned so as to have

a reasonable expectation of detecting material misstatements in the project

financial statements.
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andthetypeofimplementin-eentitl''Tl-resefonnatsthereforevaryfrom

u,itir the implementing entity during the preparation of the project. See

^--. ^r ^,.J A ^*li^^ri^,.. ^fAnnexufe I IOf all eXalnple Ol a Statclllslll" Ul )uulLLs atru rlPPrILdt,urrr vr

Froject Financial Statenlents

The Project Financial Staternents shoukl include.

A. Statement of sources and Applications of Funds: The contents of Projeci

Financial Staleinents (PFS) are specific to the Sector, the project design

FunCs that could be prepared fol a projeet implemented by cole

govemment departments.

Reconciliation of Claims to l'otal Applications of Funds. The PFS include

reconciliation between expenditure repofied as pel the statement of

sour^ces ancl Applications of Funds and expenditure claimed from tlre

World Bank through Statelrents of Expenditure (SOE), documented

C.

B.

claims or report based methods of reirnbursetnent. An example is shou'n

at Annexure.2.

Other Statements 01' Schedules as may be applicable in pafiicular

circumstances and as specified in the relevant legal agreentents, such as :

A statement showing appropriate major heads of expenditure (say by

Proj ect Component/sub-components)

A summary of cumulative expenditures by category of expenditure

such as buildings" eqr.tiptlent, filririture" vehicles' major rehabilitation

ofcanais etc.
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B. Management Assertion: Manasement should sign the project financial statements

and provide a rvritten acktorvledgement of its responsibiiity for the preparation arrd

fair presentation of the financial statements and an assefiion that project funds har.e

been expeuded in accordance rvith the intended pLrlposes as reflected in the financial

statements. An example of a Management Asserliou Letter is shorvn at Annexure 3.

State,IEetlts of Expenditures ancl Financial Nfanagement Renorts

In addition to the atidit of the PFS, the auditor is required tc audit a1l

Stateurents of tr>lpenditures (SOEs) and/or Financial Management Reports (FMRs)

for' withdrawal appiications made during the period under auciit examinaiiol. The

auditor should apply such tests as the auditor considers necessary undei the

circumstances to satisfy the audit objective. In particular, these expenditures should

be carefull,v examined ior project eligibility by leference to the relevant financing

agreements. $'/here ineligible expenditures are identified as having been iircluded in

r\'ithdrawal applications aud reimbursed against, these should be separately notecl by

the auditor.
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Auiiit lteport

An Audit repofi on tire project financial statements should be prepared in

accordance u'ith the Auditing Standards promuigated by the Comptroller a1d Auditor

General of India. Those Standards require an audit opinion to be reldered related to

tire financial statenrents taken as a rvhile. indicating "unambiguously rvhether it is
unqualilied olqu-alifiqd and if the latter, u,'hether it is qualified in cerrain respects or

is adverse or a disclaimer of opinion"6. In additiorr, the audit opinion paragraph -wil1

specify' rvhether. in the auditor's opinion. (a) u,ith respect to scEs. adequate

supporting documentation has been maintained to support ciaims to the Woricl Bank

for reimbursernents of expenditures incurred; and (b) except for inerigible

expenditures as detailed in the audit observations, if any, appended to the audit

Iepofi' expenditures are eligible for financing under the Loan/credit Agr.eement.

Reievant CAG auditing standards are repoited in Annexur.e II referrecr inparaZ.l7.

A sample audit reporl wordings for unqualified opinion is shou,n at Amrexure 4.

The project financial statements and the audit r.eporl should be received by

the bank not later thair six months aftel the end of the fiscal year. The auditor.should

also submit two copies of the audited accounts and audit reporl to tlie hnplementinr

Agency.

6' See relevant porlion,t o.f Auditi.ng Standqrd.s of rhe Coniptr.olley crrtd Auclitot.

General of India as applicablefi"om tinte lo tinte.



The Audit Report is issued rvithout prejudice to CAG's right to incorporate

the audit observatiotis in the reporl of CAG of India for being laici before

Parliament/State or UT Lesislature.

Management Letter

In addition to the ar-idit reporl on the project financial statements. the auditor

iiiav piepate a lilaliagetiierri ietter corriaining recommenciarions ior improyements i1

internai controi an<i other matters coming to the attention of the auditor durine the

audit examinatior,. where sueh a. ma.nagement letter is prepared b5, the auditor, a

copy of the satne will be supplied to the Bank. EIse, a written acivice may be macie

that no management letter \4'as prepared together with the audit repor-t on the project

financial statements.

General

The auditor should be given access to any information relevant for the

purposes of conducting the audit. This woulcl normally include all legal documents,

correspondence, and an1' other information associated with the project and deemed

necessary by ihe auditor. The intbrrnation made available to the auciitor should

inciude, but not be limiteci to, copies of the Bank's Project Appraisai Docurnent, the

' relevani Legai Agreements, a cop)/ of these guidelines, and a copy of the Bank's

Financiai Mauagetnent Assessment of the project entity. It is hi-ehly desirable that

the auditor become farniliar u'ith other Bal*r policy dccunients, sueh as Op/Bp 1t),02,

the Bank's internal guideiines of Financiai Management that inciude financial

repofiing and auditing requirements for projects financed b,v the World Bank. The

auditcr sho'.rld also be familiar rvitii tlie Banks Disbui"senien'L lviairuai. Boii;

documents will be provided by the project staff to the auditor.

v
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Annexune I

Exarnpie of a statement of Sources anti Applicatioii of Fund (projeers

irnp!ernenteC br ccrc gc', et'nl,Jcnt departments)
Name of the Project

Loan/ Credit/Grant I( o.

Statement of Sources and Applications of Fund
fteport for the year ended

Notes:
1 . lnfonnatioii about the basis of preparaiion of the financial statements

*,ith regard to the Fiuancial Rules and Codes applicable.

2. The above figures will be based o1nolthly/ quarlerly abstract

accounts plepared by the accounts compiling offices. duly reconciled by the

respective DDOs. rvith details of unreconciled amounts to be furnished.

3 Names of accounting units rvhose financial statements are aggregated

to prepare the consoiiciated accounrs.

4. Any other ploject - specific Note.

Rupees in thousands

A^o,ri-n Poi.rrne t il crslr h.lqtr^ocvP!IirlrE usrdilsu.\

are controiled b1,the entit)') (A)

Fund receirred fronr Gorienr:lent
through Budget(These wiii inciude
extemal assistance received bt'
Govemment for the proi

Funds received directl-v by Project
Implementing Authority tlilough
extemal assistance

Beneficiary Contribution( if an5,)

Total Sources( C: A+B

Expenditure of

35
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Annexure 2

Sample Reconciliation of Claims to Total Applications of Funtls

Name of the Project

fteconciliation of Claims to Total Applications of Funcls

Report for the year ended.

Amount (Rupees in thousands

Bank funds Claimed durins the
year (A)

Total expenditure made duling tire
year (B)
Less Outstanding AC Bills (C)
Ineligible expenditures (D)
Expenditures not claimed (E)
Total Eligible Expenditure claimed
(F) : (B)-(c)-(D)-(E)

World Bank share @ x% of (F) above (G)

CFAO Project Director

T\^a^
l_,rdtg

Notes:
1
_t.

Date

Total expcnditure rnade during the i,ear (B above) must be the same as the
Total Expenditures shown on the Statement of Sources arid Applications
of Funds(D on tire Statement of Sources and Applications of Fuud)
outstanding Ac Bills (c above) reflect funds drawn against AC bilis that
have been booked as expenditure but not settled by the end of the year
(i.e. unsettled advances). The project should shou, in Sched,rle II the
opening balance of unsettled AC bills. AC bills draq,n during the year,
AC bills settled during the year. and AC bills unsettled at the end of the
year.

3. Erpenditures not claimed (E above) may reflect timing differences for
eligible expenditures incumed during the year but claimed after the year
^-Jgl lLl.

4. Amount A and G must be equal.

2.
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Example of a Management Assel'tion Letter 7

(Project letterhead)

(To Auditor) (Date)

This assertion letter is provided in connection rvith your audit of the finaneiaj

staterleuts of the--------------Project fbr the -vear ended We

(Senior Financial Offi cer)

7 This sanrple n1(:ptagetne6{ asserrion letter is bosed ott IS.4 580, "}\lanagentent Represenlaliotts "Hattd book of

lnternatioial Auditing. Assurance ancl Ethics Pronouncentent, lnternalional Federation ofaccotrntants 20()7

o

a

:

ack:roriieoge our resporrsibiiiLl fur rirs iaiL irics.liatio;i c1-ll-le fillancill slstsrnellts i!l

accordance with the cash basis of accounting flollou'ed by the Government of India"

and \ve confimr. to tire best of our ]r11o\L,ledge and belief. the foliorving

represeniations made to yotl duiing your audit.

. The project financial statements are free of materiai misstatements, including

omissions.
Project funds have been used for the purpose for which they were provided'
project expenditures are eiigible for financing under the Loan/Credit

agreemeut.

There have been no irregularities involving management or employees who

have a significant role in intemal control or that couid have. a materiai effeci

on the project financial statements.

We have made available to you aii books of accouirt and s-Lippor-ting

documentation relating to the project

The project has compiled with the conditions of all relevant legal agreements

including the Financing agreemellt" the ploject agreement" the Froject

Appraisal Document. the minutes of Negotiations, and the Borrower's Projecl

hnplementation Pian.

(Senior Executive Offi cer)
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Anne>:t-rt'c .i

Sample Audit Repori - tlnqualifiecl Opinion I

Report of the Comptroller and Auditor General of India
Addressee 

e

Report on the Project Financial Statements

\\1e hal'e audited the accompanl,ing financial statentents of the

Pro.ject tir-raucial uncier t\'orici Bank Loan l\o. --------------iiDA. rvhicli cotripi"ise tl,e

Stateiiieni cf Scurces and Applications of Funds and the Reconciliatioii of Claims to

Total Applications of Funds l0 for the year ended These statements are the

respoiisibiliti' of the Project's management. Our responsibiiitl, is to express an

opinior-r on the accompanving financial statenreuts based ott our auclit.

We conducted our audit in accordance with the Auditing Standards

promulgated b,v the Comptroller and Auditor General of India. Those Standards

require that we plan and perfonn tire audit to obtain reasonable assurance about

wheiher the fii-raircial statements are free of material tnisstatement. Out audit

examines. on a test basis. evidence supporling the amounts and disclosures in the

financial staternents. It also includes assessing the accout.tting principles used and

significant estimates made by lnanagement. as u'ell as evaluating tlie overall

statement presentation. We believe that our audit proves a reasonable basis for our

opinion.

In our opinion. the financial statements present fairl,v. in all materiai respects.

the sources and applications of funds of --------Proiect for the year encied------iii

accordance u,ith Government of India accouuting standards 
l1

8. See relevant portioii o-[iluditing Standards of the Comptroller and *tditor General of lnclia as applicablefi'ont
tine to time-fbr conditions v'here ttnqualifed, qualtfed. adterse or disclainters of opinion nnv appt"opriateb be

rendered.
9. The auditor's report should be addressed to tlrc persort stipulated in the utderl.ving loan agreemettt os

responsible -for proriding audited projecl financial stalenrcnls.
10. Insert titles ofother required statetnenls and schedules included in or anneted to the project financial
sloteilrcnts, if an) .

I l. Untit the illinistt-t, of Finance prescribes adoption of the accounting standards pronounced b)' GA5'48 or
other body sttch as IPS.-ls, the accotuttirtg standards jolioted b', ilit Cotei'iiii;ctti of lttc:!it: :l:c!l be t!:: cash btt:is
of accotrnting applied vith due regard to lhe General Financial Rules. PII'D codes, Treasur-t'codes and similar

fnancial rules and codes as are in effect artd applicable to tlte operations oftlte project.
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In addition. in our opinion(a) rvith respect to SOEs. adequate supporling documentation has

been maintained to suppofi clainrs' to the World Bank for reilnburser.nents of expenditures

incuned: and (b) except for ineligible expenditures as detailed in the audit obsen,atiops. if

any. appended to this audit repofi. expenditures are eligible for financins under the

Loan/Credit Agreement. During the course of the audit, SOEs/ FMRs (each application no.

atrd attroltt.tt to be indicated) and the connected documents \r/ere examined and these can be

--reliedlpon lo-sltpport reirrbrrlsenent r-utdel the I oan/Credit Agreeuelt.

This reporl is issued rvithout prejudice to CAG's right to incorporate the audit obsen,ations

in the Report of CAG of Inciia for being iaiii before Pariiarrent/ State or UT Legislature.

[Auditor's Signature]

[Auditor's Address]

IDo+o I ll
I

12- Ttrc report shottld be dateil as of the clate to vhich tlie autlitor lias becottie cn1)are oJ' an.l cottsiclered iJ;e

effects of et,ents and transactions. Tltis is generalll' the final date of fietd y,ork, as opposed to the date of sigtiing

tlte attdit report.
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