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'. -GE.NERAL PRINCIPLES AND PROCESSES OF AUDIT

CHAPTER I

GENERAL PRINCIPLES

1. IntroductioDI.-The Local Audit Department was originally
a combined section for the audit of local fund and non-Government
institutions and also for the local audit and inspection of. certain
Government accounts to supplement central audit in terms of the
article 148 of the Audit Code and paras 13 and 17 of the Audit and
Accounts Order 1936. With the formation of the Outside Audit
Department in March 1952, the Local Audit Department was relieved
of the local audit of all Government accounts and it was entrusted
solely with the audit of the accounts of local funds and non-Govern­
ment institutions.

The chief among the audits' done by this department are the
audits of 'District Funds', 'Municipal Funds', 'District Education
Funds' and 'Universities', the first two created by Government under
the Bihar & Orissa Local Self Government Act. 1885 and the Bihar
Municipal Act, 1922, the third by the. Local Self Government
(Validating and Amending) Act, 1954 arid the fourth by the Patna
University Act and University of Bihar Act, 1952. Accounts of insti­
tutions which are maintained wholly or partly from Government
grants and accounts of other non-Government institutions, such as,
Improvement Trusts, Religious Trusts, etc., are included in the lists
of audit carried out by this department under the specific request
of the State Government after obtaining requisite approval of the
Comptroller and Auditor General from time to time. The audit
done in respect of these funds is, therefore, a consent audit.

The instructions given in the succ~eding paragraphs are framed
mainly to help in conducting an effective and efficient audit of the
District Boards. the Municipal Boards and of such other accounts
which are subject to Local Fund Audit Act, 1925, but they apply
generally to the audit of other accounts also.

2. Periodicity of Audit.-The interval at which different:- classes
of accounts will be audit~d and the period up to which audit checks
will be applied at each audit are indicated below:-

(I) District Boards including Local Boards, I
Union Committees and Dispensa-l . _. Audits are undertaken yearly. The accounts
nes. are audited upto the last financial year.

(2) Municipal Boards, Notified AreaJ Collection ac~ountsare a~ditedup-to-date,
Committees and Joint Committee of funds mentIOned agamst Item 2.

Dispensaries. .J"

(3) Universities . I

-r4
MANUAL OF THE LOCAL AUDIT DEPARTMENT, Bl!Jalf

J

,
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GENERAL PRINCIPLESCHAp. I]

Executive Instructions

1. A copy of the notice should be forwarded to the District
officer by ordinary post.

2. Arrival and departure.-A formal report of arrival and de­
parture should also be addressed to the district officer i~ all cases
and to the subdivisional officer as well in the case of audIt of funds
in outlying sub-divisions.

3. Interviewing the district lofficer.-On completion of the audit
of any local fund accounts, an auditor should take the oppor~uIl:ity

of calling on the district office_r concerned for the purpose ?f brmgmg
to his notice and discussing with him any matter of Importance
arising out of audit. He should enquire previously of the district
officer when it will be convenient for him to receive him, and he
should record brieflv the substance of his interview for the ExamI­
ner's information. "Such interviews should in all cases be official
and of a precise character dealing with specific points. The auditor
should not waste the time of the district officer if there is nothing
of importance to see him about.

(2) Attendance.-For the purposes of conducting an audit, the
auditor shall attend during the regular office hours, at the office of
the local authority concerned except in cases where the Examiner of
Local Accounts shall decide otherwise.

(4) Communication with heads of otfices.-The auditor shall not
correspond direct with the Chairman, Vice-Chairman or other
managing authority of a local authority whose accounts are being
audited, except for the purpose of reporting an embezzlement or
making an enquiry in connection with the audit or as provided
under the Act and rules framed thereunder.

(5) Duties of Auditors in checking accounts.-In auditing the
accounts the auditor shall see that they have been kept and aI''"
presented in proper form; that the particular items of receipts Q

(3) Removal of office records.-The auditor shall not, except
with the written permission of the head of the office of the local
authority whose accounts are being audited. remove from such office
any books, vouchers or documents of any kind whatsoever.

(1) Intimation of audit.-The auditor shall send notic~ ~n be~alf
of the Examining to the local authority concerned of hIS mtentIon
to audit the accounts of such authority at least two weeks before the
date on which he intends to commence such audit. The notice shall
be sent by registered post with a prepaid acknowledgment or, wh~n

. the auditor is at the same station, by a messenger who shall obtam
an acknowledgement of receipt. He shall, if necess~ry, call for any
other documents required during the course of audIt on a s~parate

requisition which should be acknowledge.d .by t.he Secret.ary, If there
is one, otherwise by the head of the mmIstenal establIshment.

[CHAP. r
2

GENERAL PRINCIPLES

J. 'Accounts subject 'to audit under the'LocaI Fund Audit Act.­
a~counts of the following local authorities are subject to audit
r the Bihar & Orissa Local Fund Audit Act, 1925 :-

(1) District Boards induding Local B'oards and Union Commit­
tees.

(2) Municipalities and Notified Area Committees.

(3) Joint Committees constituted out of the local bodies th€"
accounts of which are subject to audit under the Local Fund
Audit Act.

(4) Fatna Municipal Corporation.

(5) Fatna Improvement Trust.

(6) The Jharia Water Board.

(7) Mines Board of Health.

(8) Pilgrim Lodging House Fund.

(9) The Bihar School Examination Board.

(10) The Bihar State Board of Religious Trust Fund.

(11) The Bihar State Board of Swetamber Jain Religious Trust
Fund.

(2) The Bihar State Board of D~amber Jain Religious Trust
Fund. ,

(13) Bodh Gaya Temple Management Committee.

(14) The Bihar Homoeopathic Fund.

(15) The Bihar State Council of Ayurvedic and Unani Medicines.

(16) Dispensanes-

(a) Municipal DispensaJ;'ies unde,!' Dispensary Con)mittees
appointed under Section 49 of the Bihar and Orissa
Municipal Act, 1922.

(b) District Board Dispensarles-
(i) The accounts of which are merged in the District

Fund.
(ii) The Funds of which are lodged in the Government'

Treasury, Sub-treasury or Post Office Savings Bank
c.:nd which are managed by Managing Committees.

(c) Dispensaries under Managing Committees follow­
ing systems of medicines other than allopathic.

4. Procedure of Audit.-The procedure to be followed in audit-!~
ing Jhe accounts of these funds, is laid down in the rules framed

~~;~,,;..- r~der the Local !und Audit A~t which are reproduced below for
qd!t reference, mterspersed WIth Government decisions Govern-

t orders,. Accountant General's orders and Examiner'; circulars
orders.



expenditure are stated in sufficient detail; that the payments are
supported by adequate vouchers and authority. He shall examine
whether all sums received or which ought to have been received
have been brought to account, whether the expenditure is in all
cases such as might lawfully be made and whether any loss has been
incurred by the negligence or misconduct of any person.

He shall verify the authority under which trading undertakings,
e.g., water works and service undertakings, e.g., printing press have
been sanctioned. and ascertain that a separate account is maintain­
ed for every such undertaking.

(6) Audit marks.-In auditing the ~ccounts the auditor shall
tick or cross-tick all entries checked by him and initial all vouchers
with the special audit pencil.

(7) Change of auditor during an .audit.-Where an auditor is
relieved by another auditor during the currency of an audit, he
shall deliver to him an exact statement of the audit completed up­
to-date. This statement shall be filed in the office of the Examiner of
Local Accounts. The auditor relieved shall also draft the paragraphs
for the audit report regarding the audit done by him before he makes
over charge, and deliver them to the relieving auditor, taking his
acknowledgment therefor. Both auditors will sign the report, a
note being made to show the responsibility of each.

1. Auditors when reporting irregularities as defalcations direct
to the head of the local office, must confine themselves to a plam
statement of facts. On no account may these reports contain adverse
criticisms regarding superior officers.

GENERAL PRINCIPLES

Executive Instructions./

CHAP. I]

2. At the same time the auditor should send a full report to
the Examiner explaining clearly how the fraud was committed, and
whether he has reason to suspect that a detailed examination of the
accounts will bring to light further instances of fraud by the same
or other persons. It should always be stated whether the embezzle­
ment was discovered during or prior to the audit. The Examiner
may order a det~iled exa~ination of and report on all or any parti­
cular accounts, If he conSIders such an examination and report
justified by the suspicion of fraud or embezzlement.

(11) Embezzlement.-When an embezzlement is detected or
may reasonably be inferred from any suspicious circumstance or
irregularity in the accounts, the auditor shall report the circum­
stances immediately in writing to the Chairman or the managing
authority of the local body concerned and also to the Examiner of
Local Accounts. When the fraud or embezzlement has been fully
investigated by the auditor, he shall submit a complete report on
the case to the Examiner of Local Accounts.

CHAP. I]GENERAL PRIr\CJPLES

(8) Audit requisitions.-When any document is not produced
after a summons issued by the auditor under section 6(a) of the Local
Fund Audit Act, the auditor shall send a 'written report of the failure
to produce such document to the Chairman. Vice-Chairman or other
managing authority of the loc~l body concerned. If the required
document is not produced in spite of this written report, the whole

• case shall be submitted to the Examiner of Local "ccounts. No
document shall be left unaudited without the express orders of the
Examiner of Local-Accounts in each case. -

(9) Period of audit.-Subject to such' exceptions as may have
been mentioned in para 2 ante, the auditor shall audit all accounts
up to the end of the preceding financial year, notwithstanding that
such accounts may not have been audited by the Finance Committee,
if such a Committee has been appointed.

(10) Period of audit of municipal accounts.-In auditing muni­
cipal taxation accounts, the auditor shall include the current quar­
ter's account, if collections for that quarter have started, and shall
include in his verification of the outstanding taxes those of the
current quarter. If, owing to delay in starting collection or the in­
completeness of the register of that quarter, the auditor is unable
to audit the taxation accounts beyond the close of the last completed
quarter, he shall audit the accounts of other receipts and expendi­
t re up to the latest month for which they have been completed

thout regard to the state of the taxation accounts.

OTE I.-Any clever discovery of overpayments, irregular payments, extravagance
etc., should be brought to the personal notice of the Accountant General by the Examiner
Local Audit De artment together with the case. of the discovery. '

I:"""" [Authori~J.-A. G's O. O. No. 8~7 (H.A.D.) dated 4-3- 1950 Circular No. L.P.15 of 1950-5 1 .1
. NOTE 2.-1~Jl cases of defalcatiOn or oth~r,really serious ir;egularities involving loss noticed
III course of audit shall be reported confidentIa,ly by the Audit Party concerned to the Exami­
ner of Local Accounts.. All such cases shoul~ be promptly reported demi-Officially to Govern­
ment (ar.d copy to ~mance Department III the case of Government Offices) for advance in­
formatiOn after showmg the draft. to ~he A. G. for. his information and approval. Any such­
ca,se report~d b1:' the .tocal authOrity, Illste.ad of bemg detected by audit, should also be dealt
with on Similar lllles, t.e. brought to the notice of theA. G. and Government if the local authority
has not already informed Government.

1
---:::-" [Authori£r.-Accountant General's O. O. No. 1421 (O.A.D.) dated the 24th October'

1953 and Examiner's. Circular o. L. A. 15 dated the 23rd November 1953.]

NOTE 3·-Government of Bihar in their D. O. letters os. 2785 L. S. G. dated 16-3-1954
aJ.1d 3370 L. S. G. date~ 3-4-1954 (Dy. L. A. 3593 dated 19-3-54 and L. A. 37 dated 8-4-54
FIle No. 4/60) have desired that as and when. cases of misappropriation and defalcation of
Local Fund moneys. are dlsc<;>vered ~Y the auditor the facts may be brought to the notice of
the Local 0fl.ic:ers,.U!z. District Magistrates and Sub-Divisional Officers in the case of District
Boards, MUnICipalIties, Local Boards, etc., through special reports, under intimation to Goverp.
ment.

The auditors should submit separate special reports promptly
as and when cases are detected.

The reports should be marked distinctly "Special Audit Repof
on the accounts of.. ".
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GENERAL 'PRINCIPLES [CHAP. I CHAP. I] GENERAL 'PRINCIPLES

(i) Results of discussions '*'with the heads of offices (office
order No. 1636 O.A.D.. (C) dated 17-11-54 issued by the
A. G.).

(ii) Comparative statement of Revenue and Expenditure as
per form given below.

(v) Statement s~owing infrin~ement of sections of Acts. Rules
and orders m the form gIven below.

(iii) List. of grants sanctioned :vhich were improperly diverted
durmg the year under audIt and not spent within the time
limit, in the form given below.

{iv) S!atement s~owing percentage of collection of taxes, viz.,
H0l!~e, Latrme, .Water and Personal (in case of Munici­
palItIes and NotIfied Area Committees) in the form given
below.

The audit reports should contain the following paragraphs and
statements :-

NOTE I.-Audit report is the sole document in Head Office in so far as it relates to the
supply of data for the Comptroller and Audito: General's Audit Report on the Appropriation
Accounts, for the Annual Report 0'£ Local AudIt J:?ejJartment, for the preparation of statement
-of Government grants .not spent wlthm the tIme lImit and of d!version of Government grants,
etc., etc. Therefore, m every report, there should be a speCIal para relating to these items
.and, the comments made therem should be supported by statistical statements.

I.t is a~so. ess~ntial to. avoi~ bl!lky and voluminous reports, and
keepmg thIS m VIew, audIt obJectIons should be discussed with the
beads of offices to settle as many objections as possible on the spot.

Executive Instruction.
The statement referred to in Section 9 of the Local Fund Audit

Act, which should be treated as an appendix to the report should
bear a reference to the corresponding paragraphs in the report and
the paragraphs of the report ShOUld~iilarly bear a reference to
the statement. The latter should sh the exact amount and the
party from whom recoverable. The orresponding paragrqphs in the
report should clearly establish the guilt of the person~'esponsible

as the case may form the subject of judicial proceedings. Failure to
give clear proof leads to unnecessary correspondence between the
Examiner, the Auditor and the local officials and gives rise to the
risk of the cases becoming time-barred under Section 8. Auditors
will. be hel? responsible for the consequences resulting from th'eir
remIssness m thIS respect. On the other hand their efficiency will
be largely judged from their success in bringing home to defaulters
their guilt under Section 9 of the Act.

To enable the local officers, i.e., District Magistrates and Sub­
divisional Officers, to take prompt and immediate action where cases
of misappropriation or defalcation are detected by 'audit, special re­
ports dealing with such cases should be submitted to the above­
lI,-entioned Local Officers immediately on detection of such cases in
audit. Auditors may submit such special reports, to the above
officers direct for their advance information and to enable them to
take prompt and necessary action in .the matter. A copy of this
special report will also be submitted to the Examiner who will take
up the matter with Government.

Cases of aforesaid nature will continue to be discussed fully
in the normal audit reports which are issued formally by the Exa­
miner. In such reports reference will be made to the fact that the
special reports have been submitted to the local officers stating the
action that has been taken in the matter if known.

Such special reports should be self-contained, showing the
modus operandi, the extent and nature of loss involved, non-obser­
N"ance of particular Rules and regulations which have resulted ~n
the defalcation and embezzlement. Specific remedies for non-recur­
rence of similar cases in future should invariably be mentioned.
Illustrations in order to clarify the nature of defalcation, if "the
points involved are complicated, should be given:

Those reports which are submitted to ~the District Authorities
with a view to enabling them to take immediate action in the matter
and adopt preventive measures, must be clear and comprehensive
as per the instruction given above. .

In the Head office, the Programme Table Assistant wirl main­
tain a separate register in ylhich receipt.,and disposal of such reports
<nd their interconnection with the norAlal reports will be entered
m full so that the disposal of the case may be pursued vigorously.
Entry should be made in the Calendar of Returns and such register
of Special Audit Reports should be submitted for the perusal of the
Examiner on the 15th and 30th of each month.

[A~0'.-Ge;;rallyfollows E~aminer's Circul~ Nos. L. A. 22 of 1953-54 a.1d Q and, /
8 of 1954-55,] ~

(12) Form of the report.-The results~ of each audit shall be
recorded in two parts, viz., (i) the schedules and (ii) the report
prescribed by Section 8 of the Local Fund Audit Act. The schedule
shall deal with technical irregularities, defects and omissions in
accounts and registers. They shall be in Forms A & B (given in
statements A & B). Form A shall contain technical irregularities
in payment and adjustment vouchers, and Form B technical irregu­
larities. defects and omissions m accounts and registers. A copy of
schedules shall be left in the local office when the next auditor shall
examine them to see that every item has been disposed of. They
Shall be printed alongwith the report but action shall be taken on
them by the Audit Department only when the next audit is taken (vi) St~tement show:ing importan~ paragraphs and action re­

qUIred thereon m the form gIVen on the Title Sheet v'-J
--~-------------~------~ ......Jd-~~ -!:.T~_lte..66....h'-£J"'I,Q\~_ t_~ _



GENERAL PRINCIPLES [CHAP, I
CHAP. I]

g

GENERAL PRINCIPLES
(4

(vii) Statement showing numbe.r of accountsform given below. audited. in the

. STATEMENT I

Comparative statement of Revenue and E d'xpen tture

Budget Revenue for theaudit ¥ear under

4

Total collec-
tion on total Remarks

demand

3

Current collection
on current demand

2

Arrear C(;llection on
arrear demand

--------------------------_._---
Name of Fund

STATEMENT III

Statement showing average percentage of collection of taxes, viz.,
Rous'e, Latrine, Water, Personal (in case of Municipalities and

Notified Area Committees)

Cess
taxes

Actual
the year

TotalOthersCess
taxes

Actual
Revenue

of the
last yearName of the Local

Body

2 4 5 6
STATEMENT IV

Statement showing inf7'ingement oj sections of the Act, non-obser­
vance of Rules and disregard of Government orders (Only

important and major irregularities should be mentioned)

Collection of Arrears at the end of
l1nder audit

the year
Actual
expen- Surplus

Others

diture or

Total Cess Others Total
deficit

taxes

7 8 9 10 I I 12 13

Act of Legislature Account Rules Government orders

Name of Local
Body Section Subject Rule Subject Letter Subject

/ in brief No. m brief No. con- in brief
veying
orders

-------------
2 3 4 5 6 7

STATEMENT V

Number of accounts audited

(1) District Board.
(2) Local Boards.
(3) Union Committees.
(4) Dispensaries under Managing Committees..

(5) Dispensaries managed.
(6) Municipalities.
(7) Dispensaries under Municipal Commissioners.

(8) Etc., etc.
[Allthoriry.-Ex:aminer's Circu:ar No. L. A. 10 of 1951--55 .]

NOTE 2.-(a) Discussion of Audit Report, etc., with heads of offices inspected.

{The Audit Reports should, in aU cases, record the fact or results of the discussion, if any
held with the heads of offices whose accounts have been audited. As the value of local audit
lies mostly in bringin~ prominently (0 the- notice of the head of the elEce the defe<lts in his

2-8 A. G. Bihar;57

.B.-This will be in addition to the t t -
.

s a ement of Government grants at pr....en--""- -a..ppended.

Serial Name
Amount of Amount of

of grant sanc, Date of
The amount

No. Local Body tioned sanction
grant impro" of unspent
perly diverted balance on Remarks

during the year
under audit

31-3-5

2 3 4 5 6 7

N.B.-This will be in addition to the annual account/t t• S a ement a~ present appended

STATEMENT II

List of grants sanctioned· which were im .
the year under audit and grants in s e~~operly ~werted. during'

balance on 31st Marcht~s sUblta~~~h the unspent



To avoid any possible misunderstanding, it is reaIfirmed, however, that the audit processese not to be abridged or its scrutiny abated, but in framing objections, insinuations and offen­'e generalisations should be avoided. The facts and conclusio'ls, if properly stated, should
eak for themselves.

(e) Certain broad points which should be borne in mind in drafting audit reports are
indicated below :-
(i) Objection statements should be prepared in duplicate by carbon process, etc.and one copy handed over to the local office day to day ;

4GENERAL PRINCIPLESCHAP. I]

(c) Auditors and the supervising Gazettf'o Ofhc ",IS ,b"',!d, before the audit report issubmitted to headquarters, take particular care to see tha t tne accounts audited and theirsupporting statements and documents are complete :n al espects and they should invariablyinitial and sign those documents, wherever required, .111 the spot and send them duly com­pleted along with the audit report for necessary action.

(d) Every paragraph of draft Audit Report should show in the margin a reference tothe relevant item and page of the audit query (objection) statement on "bich itis b sed.Auditors should take particular care to see that such references are invariably iven. SomeJ­TInes the Audit Report contains references to letters and orders of Local Governgmem or other

(ii) If the objection statements are not returned by the local office promptly he shouldreport the fact to Head Office for further action in the matter ;
(iii) The auditor should not postpone the drafting of Audit Report till the return Cilfobjection sheets but should start the drafting of the report on the basis of the duplicate

copy in his hand day to day ;
(iv) The results of local audit should be set forth in two separate documents-Parts

A and B:

(I) Part A detailing merely the more important defects of procedure and financialirregularities and describing briefly the general state of accounts and the natureof financial control over transactions. It should contain all objections coveredby' money value _abO\'e Rs. 5 with respect to which Surcharge proposals aremade vide Circular No. L. A. 36 of 1956-57. This part should be drafted onthe model of ei ther of the two forms given in Appendix V one for the District BoardAccounts and the other for the Municipal Accounts according as they suit the
requirements of a particular fund

(2) Part B dealing with errors and minor irregularities which are not importantenough to be brought to the notice of higher authority. This part should containall irregularities covered by money value up to RS.5 lumped in suitable groups.
(v) Auditors should append two statements to the report-one containing referenceto surcharge paras and the other containing references to paras whicb, though ofserious nature, could not be finanlized for lack of details and have been leftover for subsequent audit to be probed into. This process will facilitateexamination of such paras in Head Office.

(d) Audit depends for its effective value in its right and duty to report results to the properauthority so tbat appropriate action may be taken to rectify the irregularity orimpropriety, where possible or to prevent a recurrence of it. The auditors shouldalways try to create an impression upon the local office that they are there to helpand guide them in tbe matter of accounts and nct to harass them in which casethey will never feel want of Co-operation and belp ftom the other side. An Auditormust develop an instinct for assessing tbe imponance of an individual irregularity.In the Local Audit Department whetber an Auditor possesses this instinct or notcan be judged mainly from the surcharge proposals which could stand up to the
appeal stage.

[Authoriry.-Based on Circular No. L. A. 50 of 1956-37.]
NOTE 6.-(a) In submitting the draft Audit Report to the beadquarters the Auditorshould attach a Title Sheet in the form given below. Printed or typed copies of such formishould be obtained from the Headquarters Office. Tbe entries Nos. I to 17 only of this formI should be filled in by him and entry No.8 will indicate the contributions, if any, to the AuditReport by the assistants in. the audit party. After tb~ Audit Report is issued, the de.li gassistant in Headquarters Section will fill in the entries No. 18 to 24 of the form before filingthe "ffice copy of the report and other connected papers.

(b) Against item No. I I of the Title Sheet sbou;d be shown overpayments noticed in<:ourse of audit which are suggested for recovery and only such outstanding dues and claimsin respect of which no steps for recovery wbatsovever have been taken by the departmental-officers and which would not bave heen recovrr<'d ,,,,If'sS pn;ntf'o out by audit. It is to benoted, however, tbat outstanding claims for the recovf'ry of which steps have already beentaken by the local officers or whIch are in the prol'-s" Jf recovf'ry solelY by the llJdependentinitiative taken by the local offices, are not to be regardtd a~ cash recoveries suggested by audiand should not therefore be indicated ae-aimt it<-:m ]\:c" II.
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tablishment etc and in getting them rectified as far as possible by personal contact, theIportance of dis~ussion of points taken up during. such ~udits should always be b~rne ~nindo In cases, where it is not possible for the AudIt p~tles to contact and dIscuss wIth t .e..ds of offices, the fact should invariably be mentIOned m a separate para of the Draft AudIt:port stating the reasons such as absence of head of office on tour, etc., clearly.
/

(b) Last Audit Reports.

The Audit parties while recounting the unsettled paras of the Last. Audit Report.(s)Quid quote the numbers of paras of the previousAudit Report(s) to whIch. th.ey pertam.this is not done, it would create lot of confuSI(')n m the pursuance of the objectIOns both bye Headquarters Sections and the local offices concerned.
[Authoriry.-Accountant General's O. O. No. 1636 O. A. D. (C), dated the 17

th

wember, 1954·]
NOTE 3.-Section 43(2) o~ the Patna a~d Bihar University. Acts and section 120.(2) of: Patna Municipal CorporatIOn Act provIde for the pubhcatlOn of AudIt Reports III theicial gazette. The publication of the whole of the AudIt Report WIll not only make thelZette unnecessarily unwieldy and detract much from ItS usefulness but WIll also Illvol:,eunnecessary extra expenditure on printing. The Comptroller and AudItor General III,letter No. 1975-Admn. 1/458-53, dated the 18th October 1954, has, therefore, ordered thatIdit Reports with statement of Annual Accounts whIch are reqUIred ~o be pubhshed III theicial gazette by the rules and bye-laws of the Acts governmg such IllstltutlOns should be

:pared in two parts
(i) the Audit Report which should contain only the impo.rtant irregularities and objec­tions which are ntended to be pnnted III extenso III the Gazette ; and
(ii) the 'Audit Note' which should contain the statement of minor irregularities whichneither need inclusion in the main report nor publication in the Gazette. Thecertificate to be given in the accounts should be worded somewhat as follows ;-

'Checked and found correct subject to the remarks in the Audit Report appended.There should also be a Paragraph in the main Audit Report mentioning the factthat it includes only the major and important irregularities and not the minorones which have been included in a separate Note and published.
rAuthoriry.-Examiner's Circular No. L. A. 6 of 1955-56.}
NOTE 4.-In all Audit Reports, a statement of receipt ind expenditure aHdited shou!-d'appended, without exception, to show t~e volume of transactlOJ:.1s covered by the audIt.lch data are not only required for statIstIcal urposes III connectIOn WIth Annual ReportIt are also necessary to check the requirement 0 ime for audit. So the instI\1etions should: observed even in respect of such small accounts as Trust Funds, Endowment Funds, Work­en's Compensation Fund, Soldier's Boards, Dispensaries with separate accounts, etc.
[Authoriry.-Examiner's Circular No. 9 of 1956-57.]
NOTE 5.-Drafting of Audit Report.-The following instructions should be borne in mindthe auditors in drafting up their audit reports:-
(a) The merit of an Auditor will be judged not only from the materials his report containsbut also from the manner in which they are put. The auditor should know how tosift the materials and put them in logical sequence. Proper attention to this aspectof work should be given by all concerned.
(b) Objections raised in audit reports embodying results of audit, should not be couchedin immoderate or offensive language. In fact, the more serious the nature ofobjection, the greater is the need for using language which is both polite and unexcep-

tionable.
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authorities which are not available in the Audit Office. All such references should invariably
by supported by copies of or relevant extracts from the letters or orders concerned taken from
the local office.

Examiner.Asstt. Examiner.Superintendent.

*10. Total cash recoveries effected in course of audit.

*II. Total cash recoveries suggested further.

* 12. Total amount held under objection for clarification of issues.

*13. Total amount covered by surcharge.

*14 Total wasteful expenditure avoided at the instance of audit.

15. Names of the Senior Auditor and Junior Auditors.

16. Name of the Gazetted Officer supervising the audit.

*17. Paragraph in which any embezzlement detected -by audit dealt with.

'IiI. :6ate of submission of the report to the Examiner or the Gazetted Officer-in-charge.

(b) To be filled in by the Head Office

I g. Whether explanation for delay i,n the submission of report called for.

20. Whether explanation accepted.

2 I, Date of approval of the report by the Examiner or Gazetted Officer-in-Charge.

:22. Date of sending the report to Press/Typing Section.

23. Date of receipt of report from the Press/Typing Section.

24. No. and date of issue o( the Audit Repqrt.

25. Page No. of the Check Register of Audit Reports where entered.

Senior Auditor. Gazetted Officer.

*N.B.-Each paragraph and the amount involved against it and their total should be
invariably mentioned.

\

/

1. Description of the Accounts.

2. Period of Accounts.

3. Date of commencement of Audit.

4. Date of completion.

5. Date of issue of the last bat h of objection statement.

6. Date of receipt of replies to the above.

Title Sheet qf the Audit Report

(a) To be filled in by the Senior Auditor

On the accounts of

(e) The paragraphs of a draft report which are considered by an Auditor or the Gazetted
Officer supervising the audit to be important enough and likely to be fit for inclusion in the
Appropriation Account and Audit Report or the Annual ReIlort of the Local Audit Depart­
ment should be indicated on the Title Sheet of the report. This enables the Headquarters
staff to keep a note of them in the Government grant register and the register for Annual
Report at the time of issuing the report and then follow them up. The name of the auditor
who conducted the audit should also be invariably stated on the Title Sheet of the draft Audit
Report.

(f) The Gazetted Officer who s~pervises an audit, should, when 'it reveals important
financial irregularities, draw up himself draft paragraphs on the same for inclusion in the Audit
Report on the Appropriation Accounts (when the irregularities pertain to Government Grants)
and for inclusion in the Annual Report of the Local Audit Department (when the irregularities
pertain to Government grants and to other matters in general). lhe draft paras will be dealt
with by the Reply Table Assistants of the Headquarters Office an after obtaining the approval
of the Examiner will be noted in the relevant registers, viz. (i) Government Grant Register­
Results of Audit and (ii) Register containing paragraphs for inclusion in the Annual Report
of the Local Audit Department.

7. Date of submission of the draft copy of the Audit Report to the Head of the Office.

inspected .

Headquarters .

8. (i) Paragraphs fit for inclusion in Appropriation Accounts and Audit Report
'of the Accountant General.

(ii) Paragraphs fit for inclusion in Annual Report of the Local Audit Department.

(iii) Paragraphs fit for examination in Examiner's Office.

(iv) Paragraphs fit for examination in A. G.'s Office.

(v) Paragraphs to which special attention of Government should be invited.

(vi) Paragraphs containing surcharge proposals.

(vii) Entire Audit Report drawn up by-

(1) Gazetted Officer .

(2) Senior Auditor .

(3) Junior Auditor. .

(4) Junior Auditor. .

3. Whether Part B of the Report or Audit Note issued, if so, the date of issue.

(13) Check of recovery of sums surcharg~d.-Immediately

before taking up an audit, the auditor shall call for all papers from
the office of the Examiner of Local Accounts in connection with the
surcharge cases pertaining to' the local authority whose accounts are
about to be audited, and shall check with the local records all items
of money noted in the statement appended to the previous audit
reports under section 9(1) of the Act and satisfy himself that they
have been duly credited to the local fund and that all cases in which no
action has been taken or no refunds made, are covered by the orders
of competent authority,

(14) The objection statement.-Any enqumes which it is
necessary for the auditor to make either on the subject of accounts,
registers or other matters, shall be made through an objection state­
ment in Form C (given in Statement C). The auditor shall issue
statements day by day as the audit preceeds, and shall obtain the
dated initials of the Secretary, if there is one, or, if not, of the head
of the ministerial establishment both on the statements and in a
memo. of objection statements in Form D J.giveri- in Statement D.l.
These statemenfSShat1 be returned witn the least possible delay over
the dated initials of the head of the office and shall show the action
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which has been taken or which it is proposed to take to settle the
objections raised or the replies to the enquiries made. On receipt
of replies to the points raised, the auditor shall re-issue for further
action or reply any items on which final or sufficient action has not
in his opinion been taken or on which the enquiries made have not
been satisfied. Such re-issues shall be prominently indicated in the
memo. in Form D (given in Statement D). He shall bring any
items of previous reports which have not been disposed of when he
leaves the office, the accounts of which he is auditing, to the per­
sonal notice of the head of the office. A list of such items shall be
attached to the report in Form E (given in Statement E). .

Executive Instructions

1. Every endeavour should be made by the local officer to
settle the objections finally before returning the objection state­
ments to the auditor. but a whole statement should not be held back
simply because of inevitable delay in settling one or two objections
in it.

. All accounts objections which qm be removed, on the rules
being complied with, should be so remdved dli!ing the audit. Every
effort should be made to reduce to a minimum the audit objections
to be dealt with after the c~clusion of the audit, and it is part of
the auditor's duty to render every assistance to the local office in
attaining this result. ,/

3. In order to assist the local officials in the prompt disposal of
objections, auditor should, as far as practicable, list their objection
from day to day as follows :-

(i) Objections for the report should be recorded on buff
coloured forms and those for the schedules on red forms.
The object of this differentiation in colour is to assist
auditors in grouping separately the objections for the re­
port and for the sch€dules.

(ii) The objection statements (buff and red forms) will be in
two sizes. The larger size ~hall be used for objections
which are likely to be settled within three days and the
smaller size for those the return of which by the local
authority is likely to take longer. The former should be
returned by the local authority withou: waiting till the
latter are settled. .

(iii) For each department the auditor should, ?s far as practi­
cable, issue separate objection statements so that each
department can proceed to take immediate action on its
own objections as soon as they are received.

(iv) Audi~ors sh0l:lld issue objection statements from day to
day IrrespectIve of the number of the objections raised.

4. In conducting the audit the auditor should give attention to
~ini that ~ =ise ut WID h annot hp nrmTined for in dv:;;n",,.

matter which may repay investigation, he should go into it with an
exhaustiveness which leaves no detail undiscovered. He should,
however, be careful not to infringe on questiQns of administration
which have nothing to do with accounts. or which are otherwise
outside the province of legitimate enquiry.

5. Auditors, while yielding in nothing they consider to be part
of their official duty, should be careful to avoid friction with any
of the officials with whom they come in contact. If they avoid
frivolous objections and convince the officers by the manner in
which they go about their work, that they are there not to compli­
cate procedure but to simplify it, not to criticise but to assist, they
will meet with little difficulty in this direction. But if, nevertheless,
trouble arises, the facts of the case must be reported at once by the
auditor to the Examiner.

6. Auditors are strictly forbidden to place themselves under any
obligation, however trivial, to persons connected in any manner
with the offices the accounts of which are subject to their audit.

OTE.-A request to arrange for accommodation is not an obligation.

7. Copies of schedules, objection statements and the memo. of
objection statements will be filed in the office of the Examiner who
will thus be able to see if auditors have dealt promptly with objec­
tions. But in order that the Examiner may have timely informatior.
on this important matter during the currency' of an audit, auditors'
diaries should clearly show the objection statements issued and
received back from day to day.

(15) Time allowed for reply to objections.-All objection state­
ments shall be returned to the auditor from one to three clear work­
ing days before the close of the audit. according as he shall direct,
whether the objections have all been replied to or not. The Auditor
shall have his report and schedules completely written up by the
close of the audit.

Executive Instructions

1. The auditor should show the report informally to the head
of the office from day to day and ask him to verify the facts and
offer criticism on the remarks in it. When, however, the report
involves a serious reflection on highly placed officers or is likely to
cause offence, those particular portions of the report should not be
shown to the local office without the Examiner's permission.

2. On the day next following the close of the audit, the report
must be forwarded to the Examiner of Local Accounts.

3. To avoid a rush of objections towards the end of the audit,
the auditors should, as far as possible, audit receipts first in the case
of municipalities, and expenditure first in the case of district boards.

4. As far as possible auditors must write u,p their reports and
_<::c.benule<: fr()m rbv t() d::lv !-Inn ::lrp f()rhinnpn to npl:",.>: nr,ina <::() H11



Executive Instructions

1. One of the main objects of these statements is to inform the
head of ~he o~ce of? and to g~ve him opportunity of replying to,
every pomt whIch WIll appear m the audit report. Auditors should

5. The time allowed for audit includes the following number I)f
days for finishing the report, viz.,-

audits shown as occupying an audit party up to 10 days 1.
audits shown as occupying an audit party from 11 to 20 days 2,
audits shown as occupying an audit party from 21 to 30 days 3,
audits shown as occupying an audit party from 31 to 40 days 4,
and so on.

and on these days audit work should not be done. Thus, if a district
board audit is scheduled to take 50 days, then 45 days are to be
occupied in audit and 5 in finishing the report, i.e .. one tenth of the
time allowed for audit should be devoted towards the finalisation of
the report. The local officials must. therefore, be directed in
sufficient time to return all outstanding objection statements.

NOTE I.-Surcharge proceedings may be instituted only for such irregularities which come
under th~ relevant provisions of the Local Fund Audit Act for surcharge and. as such. it has
been deCIded that surcharge proceedings will be started invariably in all suitable cases,

[Auth?ri0',-G:>Vt. of Bihar. Local Self Government Department, letter No, M/M2
1301 95/55-7 16;\ L, S, G .• dated the 25th July. 1956, to the Examiner of Local Accounts, Bihar.]

?TE 2.-Prompt settlement of audit objections should receive due attention of the
Ex~ ~lves and officers of the Local bodies. Very old objections if unsettled tend to make the
objec Ions bulky, L?cal offices should bc prevailed upon to remove the objections during the
currency of the audIt. Vague and uncertain replies gi\'en with no positive effort for the final
settlementshould. not be accepted. This procedure would not only lead to protracted corres­
pondence ,IncreasIng the ,volume of, work all rou,nd but a,lso would detract from the utility
~nd effectIveness ,of audIt whIch IS not conducIve 1p the best interest of the administration
Itself, T,he exe,cullves should ,be encouraged to avail themselves of the opportunity of meeting
the audIt partIes an~ InspectlI~g officers on the sp'ot at the time of their audit or inspections.
w~en ,exchange ofvIews and dISCUSSIon of the cases can be ofgreat help in reducing the pending
objectlons on the spot. It ~s. therefore;., very essential that the objections are settled promptly
and the suggestIons made III the Au~eports are implemented strictly and expeditiously.

, The huditors should settle as many objections as possible during the curr9ncy of audit
heIr.

JAuth?riry.~Ex,aminer's Circul~. let~e,r No, L.A, 455-615. dated the 12-4-1956, to All
ChaIrmen of Dlstnct Boards. MUnICIpalItIes and Notified Area Committees and Memo No.
L. A, 616-37, dated 12-4-1956, to all Auditors.]

NO!,E g.-1?uring local inspecti,on. the inspecting officers should review the outstanding
l?~al objectIOns In the prevIous audIt reports. III consultation with the administrative autho­
~ltIes o~ the organisation under audit with a view to securing their settlement on the spot. The
1nsl?ectU:lg officer should personally send a report showing therein the items in respect of which
he IS satIsfied by reference to the local, reco,rds .and personal discussion that the objections have
been met. The audItors should also lIkeWIse at the time ofaudit scrutinise the objections and
send a statement to the head office showing therein the items of objections settled during audit.

[Authorip>.-Comptroller and Auditor General's letter No. 258s-Admn.I/195-55, dated
19- 12-56, CIrcular No, L.A. 15 of 1956-57.]

. .(16) Matters to be included in the objectin statement.-The ob­
Jection statement shall include not only objections raised on payment
vO,uchers, but every sort of objection and remark which the auditor
raIses or makes.
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append to his report a statement ~f assets and liabilities
indicating the financial position of the local authority con­
cerned. Such fixed assets as land, building, plant, machi­
nery, tools, etc., should be exduded from the statement. and
only liquid assets such as cash (in hand, or in the treasury,
bank or post office), investments, loans, advances and out­
standing rents and rates, and such liabilities as unspent
balances of earmarked grants, contributions payable. de­
posits, unpaid bills, etc., should be included in it;

report whether money borrowed on the security of allocat­
ed revenues, or received as a grant from Government or
other source for a specific purpose, has been expended on
such purpose;

where a sinking fund has been prescribed, report whether
it is being properly kept up;

(a)

(b)

(c)

pHAP. I]

NOTE I.-Generalisations in Audit Report.-When an audit report deals with serious cases
-of embezzlements and frauds or other irregularities, a remark that the accQunts were generally
satisfactory should not be made in a routine and mechanical manner. These remarks should
be recorded only where an audit officer is satisfied that the condition of the accounts really
warrants such a remark. Otherwise the inclusion of remarks to that effect in the face of serious
irregularities is most undesirable as the Government concerned is lulled into a sense of security
by such inappropriate audit comments. I

[Authoriry.-Comptroller and Auditor General's letter NO'336-Rep'/3-51, dated the 16th
"., June, 1951. Adopted vide Examiner's Circular No. L.A. 16.of1951-52

0)·1·!O' ,
~18) Powers and duties of auditors.-The auditor shall-

not make any suggestions or finally embody any criticisms i,n their
audit reports without givmg the officers, of th~ local auth(~>nty fu~l
opportunity for explanation and consiOerir:g as f,ully as possI,hle th~Ir
views and arguments. When after conSIderatIOn the audItor still
adheres to his original views, those of the other side should be s.tate~
where necessary, in a separate memorandum, for the Exammer s
mformation.

-. (17) Matters to be included in the report.-O~jections admi~ted
or questions settled during the course of an audIt shall be noticed
in the report only if the irregulari ty is a serious on.e, or if a defect
of system or error in principle has been brought to lIght and has not
been permanently removed. Apart from any maliter required to
be included under section 9(1) of the Local Fund Audit Act. the
audit report shall be confined to matters of a gener~l natur~ w~ich
cannot be disposed of by the auditor. All unrectIfied obJections
relating to a previous audit shall be specially brought to notice.

Executive Instruction.~

1, The audit re ort should be as concise as possible.

2. The Examiner of Local Accounts may correspond with the
local authority concerned regarding any matter arising out of the
audit report which is not a matter mentioned in section 9(1) of the
Act. The local authority should invariably reply within three
months.

1
I

[CHAP. I
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N?TE I.-In the accounts of local fund~ instances are not uncommon in which important
?rd~rs Issued b'y the State Government are VIOlated or statutory provisions of Act and Rules are
mfrInged desp~te audit comments. It is considered desirable that Annual Working Report 01
the LOC'.al Aurht ni"'n~rtTTlI"!! • ---.J0 • ~

Executive Instructions

]'. The. necessity for opening reserve funds should be particularly
exammed m auditing municipal accounts.

2. The statement prescribed in rule 19(d) should be based on
facts,. and. ex.aggeration of fi~ures should be avoided. The figures
contame.d m It $hould be revIewed on receipt of the final replies to
the audIt report.

(d) attach to his audit report a statement showing­
(1) cash recoveries on audit objections,
(2) money saved by the detection of embezzlements in audit~

(3) savings due to miscellaneous causes',

(e) a~ the end of his report give a very brief resume of the
m~tt.ers dealt with in the report, and conclude with an
opmlOn on the state of the accounts as a whole.

/

3. The delay in the disbursement of mon~hly pay, wages, etc.,
to the staff and in the deposit of Provident Fund contributions should
also be dealt with in a separate paragraph with proper heading as;
this had specially to be commented upon in the Annual Report.

[Authoriry.-Examiner's Circular No. L. A. 16 of 1953-54,]

(21) Powers and duties of Rxaminer of Local Accounts.-The
Examiner of Local Accounts shall exercise general supervision and:
control over the discharge by the auditors of their duties under the
Act.

Executive Instructions

Th~ Chairman should send through the usual channel to Gov­
ernment a copy of his report to the Examiner of Local Accounts. The
fact that he has made such a report to the Examiner should not
operate to prevent the institution of criminal proceedings, should
such a course be considered advisable.

(20) Embezzlement, etc." detected by the local bodies.-When­
ever any loss of money or stores by embezzlement, theft or other-·
wise is discovered, the fact shall be promptly reported by the Chair­
man to the Examiner of Local Accounts, who will consider whether
he shall direct that an audit be made with a view to taking action
under section 9 of the Act.

.. For facility of the collection of the data, the i'!'portant .Go,;ernment orders statutory pro­
VISIons of the Acts or Rules framed thereunder whIch were mfrInged should be listed out in.
one place in a paragraph in the Audit Report, under a suitable heading.

. ·In the accounts ofsoine local funds, the old audit objections pending settlement are heavy..
Under the heading "Last Audit" the number of old audit objections which remain undisposed.
of may be shown yearwise, i.e., according to the year to which the number of objections relate •.
as the same has to be incorporated in the Annual Working Report.

(22) (1) The Examiner of Local Accounts may condone a pay­
ment made from a local fund which appears to him to be contrary
to law provided that-

(i) in his opinion there was no negligence or misconduct on the
part of the person making or authorising such payment;

(ii) such payment was· bona fide and a similar payment from
the same local fund had not been condoned before; and

(iii) such payment does not exceed Rs. 25.

(2) The Examiner of Local Accounts shall submit to the locar
Government a report of all such condonations with the reasons for
each such condonation.

Executive Instructions (General)

(1) The accounts of local authorities subject to the Bihar and·
Orissa Local Fund Audit Act should be audited by the auditor not
]..o,~ :fton +.:b-.nn on£!0 i t:uu=>l·UCto rnnn:t:hC llnJoCJ t inAT.!; a£ .£\D.~ _

instructions regarding the report.-The auditor

(b)

state in the first paragraph of the report when the audit was
taken up. when it was compl~ted, and how many working
days were actually occupied in the audit;

state the. date up to which the accounts have been passed
by the Fmance Committed if ~ny, and examine and report
on the system of check exercised by it;

(c) state in his repo t if in his opinion any reserve fund should
be opened, e.g., a depreciation reserve fund;

(19) Further
shall-

(a)

(d) report whether all advances, loans and investments by th~
local authority a"re fully secured;

(e) detail in his report all loans contracted by the local autho­
rity and state if the prescribed provision has been made for
the repayment of the principal and interest out of the re­
venues of the local authority concerned;

(f) where s.eparat~ accounts for any undertaking are maintain­
ed, certIfy whether in his opinion the accounts present a
true and correct view of the results of the undertaking for
the per~od under investigation; .

(g) unless his predecessor has done so, certify in his report the­
correctness of the annual account (unless none has been
prescribed) for which the accounts have been completely
audited.
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(2) A copy of the audit report should be sent by the Examiner
of Local Accounts to the District Officer and Divisional Commissioner
and to the Government in the department concerned. Copies of
Audit Reports relating to District Boards and Municipalities should
also be sent to the Director of Public Instruction, Bihar and Orissa,
and those relating to Dispensanes to the Director of Health Services.

(3) Auditors may, with the sanction of the Examiner of Local
rAceaunts. waive items where the sums involved are less than four

nnas. These should be submitted in a separate statement.

(4) Appendix XXX to the Local Audit Manual, Vol. I, shows the
number of working days allowed to auditors for the audit of twelve
months' accounts of the various offices subject to local audit. When

n auditor and an assistant are working together, the time allowed
n the appendix is to be reduced by one-third. An auditor should

pever exceed the time allotted without the previous sanction of the
[Examiner. In applying for sanction he sh<;mld state fully the cir­
umstances which render an extension of time necessary.

(5) The more mechanical part of the audit will, where an
uditor and an assistant are working together, be done by the
ssistant under the supervision of the auditor, who is responsible
OJ' seeing that the assistant does a fair day's work. In cases in

which he is not satisfied with the assistant's outturn, he should
record the fact in the assistant's diarv before its submission to the
Exam er; otherwise he will be held jointly responsible for any
obviously insufficient outturn.

5. Audit Report.-Note below rule 12 of the rules framed under
ocal Fund Audit Act, 1925, as embodied ih paragraph of the Manual
eals with the model form on the lines of which an audit renort is

to be drafted. The form is just a model and gives merely an out-
ine of the report and there is no rigidity about it. Model forms

have been prescribed for the 3ub'!oAission of draft renorts on the
accounts of Municipalities and District Boards and thev should be
brought into use ,vhile drafting reports on other funds subject to

udit by the Local Audit Department by suitably modifying them
ccording as they suit the needs of a particular fund.

6. The efficiency of an auditor will be judged by the brevity of
Ilus report, and his ability to settle audit objections on the spot and
bring to light important omissions and commissions to the exclusion
of mere technical objections. Auditors shall be held responsible for
'the accuracy of the facts and figures given in their reports.

7 Schedules.-The following schedules shall be appended to
rthe report in the prescribed forms ;-

(1) Statement A-Objections on vouchers.
(2) Statement B-Objections in Accounts and Registers.
(3) Statement E-Unrectified objections of previous audits.
(4) Statement F-List of Registers examined.
.(5) Appendix I-Abstract of Annual Accounts.

(6) Appendix II-Statement of Government grants.
(7) Appendix III-Surcharge statement.
(8). Appendix IV-Statement of recoveries.
(9) Other statements, if necessary.

NOTE.-Objections of the same nature, e.g., want of payees' receipts, estimates, agreements;
measurement books and relevant entries in Stock and Store Registers shall be grouped to··
gether. When there are several departments in an office the objections of each department shall
be shown separately.

"8. Financial position.-All matters connected directly or indio.
rectly with the financial position of a local fund will be carefully
and thoroughly. investi&ate.d before inclusi:)ll .it?- ~ht Audit Repor~. In
preparing the lIsts of lIqmd Assets and LIabIlItles m the pre~cTlbed

form the Auditor will include all the assets an liabilities1\vhich
can be "ascertained from available records. If the correct figure for
assets and liabilities cannot be ascertained an approximate figure'
will be given and the fact will be mentioned in a footnote. Auditors.
will take particular care that the figures given are correct.

9. In preparing the statement of assets. all advances adjustable'
will be shown under the item 'Advances outstanding'.

10. Two model forms of assets and liabilities are given in Ap­
pendix VI. Note below may also serve.as a guide.

11. For the purpose of determining the average !let receipts I
outgoings of deposits to be mentioned in the footnote of asset and
liability statement, auditors will have to take the figures of annual
receipts and expenditure booked under the head 'Deposits' from the
annual accounts of the District Board/Municipality for the preced­
ing three years and to find out, by substracting the total expenditure
from the total receipts, the excess of receipts/outgoings over out­
goings/receipts. This figure when divided by three will be the net
average receipt or outgoing according as it is a plus or a minus
figure. If a plus figure results, no liability need be shown in the
footnote under deposits since, according to anticipations, no refund
of deposits in excess of receipts during the year will be necessary.
If, however, the average figure is a minus figure, it will have to be'
substituted for the outstanding deposits in the statement of liabili­
ties.

The mere fact that the liabilities exceed the assets in the list
of liquid assets and liabilities does not warrant the conclusion that
the financial position of a local fund is unsound. The Budget Esti­
mates, the programme of work, the recurring income, the recurring
expenditure and the annual recurring savings must all be taken into
account to arrive at a defmite conclusion. The auditor will examine
if any financial difficulty is merely temporary and if it can be met
out of the annual savings within the next year or two. The outstand­
ing balances of loans are included in the liability statement but as
the whole of these balances is not repayable at once, it will be in­
correct to judge the financial position from the liability worked out
from the above statement. Only so much of a loan as is repayable
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on the date of examination of the financial position will be taken
as the immediate liability of the fund. Immediate and deferred
liabilities will be clearly distinguished.

12. Dispensaries-Drafting audit reports of.-For the purpose of
d.rafting Audit Reports, Dispensaries should be divided into two
<classes, viz.,

(a) Dispensaries under the District Fund :-A consolidated Audit
Report should be drawn up wherein each (b) dispensary should be
dealt with separately.

(b) Dispensaries under Joint Committees and Municipalities :-A
separate Audit Report should issue in each case.

NOTE.-Accounts of DispensarIes under the control of District Boards will be audited in
;the District Board Offices concurrently with the audit of the District Fund accounts and the
Chairman~llOuldbe requested to arrange for the production of the Dispensary accounts on
such dates,as may be fixed by the auditor. But a dispensary which has separate accounts and
is situ~ted at District ~r. sub-Divisional. headquarters or is under a Municipality or a Joint
CommIttee should be vIsIted by the AudItor and the accounts should be audited in the Office

•of the Dispensary Committee.

13. Replies to the Audit Reports and Inspection Notes.-Replies
to the Audit Reports and to the Inspection Notes of the Examiner
and the Assistant Examiners on funds subject to the Local Fund
Audit Act will be sent by the ..Head of the Office in the form or letter
to the Examiner within three months from the date of receipt there­
oi. In the case of dispensaries, replies will be sent by· the Managing
Committee direct to the Examiner when there is no such Committee
the reply shall be sent by the Medical Officer through the Chairman
.of the District Board.

14. Other Audits.-The following procedure shall be followed
in the audit of all other accounts and the disposal of Audit Reports :-

(1) The procedure outlined in rules 1 to 7, 9, 11 and 14 to 16
of the Statutory Rules framed under Section 14(ii) and (iv) of the
Lo~al Fund Audit Act will be followed with the following excep­
;tions:-

(i) Executive instructions under Rule 1.

(ii) Paragraph 2 of Rule 5 and executive instructions there­
under.

(iii) Last sentence of Rule 15 ancj. executive instructions 2 to 6.

(2) The Head of the office is expected to afford every facility
to the Auditor for the audit of his accounts. If records are not
furnished promptly the auditor should bring the matter to the notice
of the Head of the Office and if the defect is not remedied, he should
report the matter at once to the Examiner of Local Accounts. No
register should be left unaudited without his distinct orders.
Auditors should call for all records in writing through the objection
·statements. .

(3) If towards the close of an audit, the objecti~n statements­
.are not returned to the Auditor on the date fixed by hIm, he should
bring the matter immediately to the notice of the head of the Office
.and al~o report the matter to the Examiner of Local Accounts.

(4) 'Audit reports on accounts which ar~ not subject ~o the
Local Fund Audit Act should be drawn up m accordance wIth the
paragraph 5. They should be prepqred whi~e t~e audit is in pro­
gress. The report should issue from the audItor Just after the com­
pletion of audit.

. (5) The Aucj.it .Report will be forw.arded to the various autl;to­
'''rities 'tiriaer the signature of the Exammer of Local Accounts wIth

.a forwarding memo.
(6) On receipt of Audit Report, the head of the office should

take prompt steps to settle the audit o?ject~ons. Respon.sibili.ty ~or
settlement of objections rests entirely wIth hIm. An AudIt o1;>]eC~lOn
is held to be finally disposed of .when the Head of the qffice (1). gIVes
effect tc the suggestion or rectifies the d~fect or (n) obtam~ a
decision through his superior officer or dIrectly from the Exammer
of Local Accounts so that the objection is either dropped or waived.

(7) Reply to an Audit Report :vill be. sent by the head. of the
office inspected in a tabular form m duplIcate to the E~am~ner <;>f
Local Accounts within one month from the date of receIpt m hIS
office of the audit report, in the form of a letter. The final remarks
of the Examiner of Local Accounts will be communicated to the
head of the office.

(8) Inspection Notes of the Examiner and the. Assistant Exa­
miners will be disposed of in the same way as AudIt Reports.
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to see that financial rules and orders passed by Government satisfy'
the provisions of law and are otherwise free from audit objections
and bring the same to their notice. It is, however, one of the im­
portant duties of audit to see that the rules and orders framed by
Government are properly observed and where financial rules are
framed by local bodies or their subordinate authorities they satisfy

-. the requirements of law and are otherwise in order and are properly
applied. It is not for audit to prescribe what such orders shall be
or to interfere with their administrative application. Even in the
actual audit of transactions an aud:tor must recognise the clear
distinction between auditorial and adminstrative functiom. CritI­
cisms offered by the Local Audit Department must, therefore, be
limited to financial criticisms based on the actual accounts. It is
not the function of audit to range over the field of administration
or of statistics and offer 'suggestions how affairs may better be con­
ducted.

The executive authorities and not the Local Audit Department
are responsible for finding moneys for the administration of the
fund or for enforcing economy in expenditure. It is, however, not
fm' audit to suggest new sources of tax<:tion. It is, however, the
duty of audit to offer its comment on the financ'al pos·tion of the
local body and bring to notice wastefulness in administration and
ir..fructuous expenditure. Generally, a total body mindful of the
best interests of taxpayers will welcome sug~estions to promote
economy based on information forthcoming from the accounts. But
such suggestions should be made with discrimination and sparingly.

[Articles 24 and 26 of :Audit Code.]

20. In the course of scrutiny of accounts and transactions, audit'

is entitled to make such queries and observations and to call for
S!lch vouchers, statements, returns, explanations in relation to them
as may be necessary. All queries and observations shall be couched
in language which is courteous and impersonal.

[ Article 27 of Audit Code.]

21. In auditing accounts of local bodies audit should not make
independent enquiries from private individuals or members of the'
general public. Audit should confine itself to calling upon the
Executive to furnish any necessary information and in cases of
difficulty it should confer with the executive as to the best means
or obtaining the evidence which it requires If the necessary doclt.
ments are not produced and the progress of audit is retarded there­
by, the auditor can in the case of audits subject to audit under the
Local Fund Audit Act can enforce their production by the issue of­
summons therefor as provided in the Act. This power should how­
ever be used sparingly and only in cases of persistent default and
as an extreme measure.

[Generally follows Article 28 of Audit Code.}

22. Scope of aUdit.-Subsequent chapters deal in detail with
accounts peculiar to individual Local Funds and the scope of audit
of each .~ocal Fund. The follOWing procedure, however, is commor
to I\J~mclpalities and District Funds and in. rna s c; to other-~~......~~--~,-

CHAPTER II

GENERAL AUDIT INSTRUCTIONS

15. Audit Procedure.-In this chapter instructions as to audit
procedure are given for the guidance of Auditors. .It. must be under­
stood that these instructions only represent the. ml~lmum necessary
for effective audit. The true value of an audIt ~lll. be found to
reside, over and above this, in the pe~so~al zeal ';lnd mterest of ~he
Auditor in his work and in the apphcahon of hIS own personahty
and experience to the constantly changing facts presented to him.

IG. It should be borne in mind that what differenti~tes a Loca!
Audit from the Central Audit performed. for exa~ple, m the office
of the Accountant General. is that the Lo~al AudItor h~s access to
the basic facts and to the men who deal WltIa them. He IS th~refore

HI a far bette; position to get at rea~ities. and it is b~ his sklll and
success in doing so, and thus exposmg fraUd and mIsmanagement,
rather than by his mere compliance with 7ules and orders, that he
will be judged.

17. Audit as defined in para 7 of 'An introduction to . Indian
Government Accounts and Audit' is an instrument of financIal con­
troL The basic principles of audAt have been described as follows:-

(i) Audit should be conducted by an .agency indepez:.dent of the
authority charged with the duty of ca~rymg o~ the busmess and C!f
maintaining accounts of the transactlOns WhICh pass through hIS
hands.

[Paragraph 19 of 'An introduction to Indian Government Accounts and Audit'.]

(ii) It must ensure that the accounts maintained truly repre­
sent facts. that the rules and orders framed by competent authonty
in regard to financial matters have :t>een obeyed, .that expe.nditure
has been incurred with due regulanty and propnety and It must
bring to notice of competent authority any irregularity or impro­
priety in connection therewith.

[Paragraph 8 of 'An Introduction to Indian Government Accounts and Audit'.]

19. Both the statutory and the non-statutory (excepting those
of private institutions) audits are conducted on behalf of Govern­
ment. It is, therefore, not the function of audit to criticise the

r ers a sed by Government though it will not be heyond its scope

18. In other words, the Auditor has an inherent right of inde­
pendent criticism and his primary function is to verify the accur.2cy
and completeness of accounts to ensure that all revenue and receIpts:

pue under the respective Acts or rules made thereun.der are properly
I demanded and realised that all revenue and receIpts so collected

are hrought to account ~nder the proper head, that all dislm:sements
an expenditure are authorised, vouched and correctly claSSIfied and
that the financial account represents a complete and true statement
of the financial transactions it purports to exhibit.

[Generally follows Articles 21 and 22 of Audit Code.]



28. Audit of Recei ts.-It is rimarily the responsibility of the
departmental authorities to see tha all items of revenue and other

23. List of Registers maintained in local. office.-~t the ve.ry
start of audit, the auditor should call for a lIst of regls~ers. m~m­

tained in each department from the executive h~ad of the mstItutIOn.
The executive authority should at the same ~Ime be requested to
communicate a list of registers newly brou;gh~ mto use ~fter the last
audit of the fund was completed. If the, lIst IS exhaustIve and c?m­
plete, the auditor should call for the ~eglsters a~ and when reqUIred
for audit. On the completion of audIt, the ~udltor shou~d ~ecord ,a
note in the list that the registers were examme~ and obJectIOns, If
anv included in the objectIOn statement or au,dIt report. A copy of
the 'list will be appended to the audit report.

24. Commencement of audit.-An audit wp~ begin with the
verification of cash balances in hand. the secuntIes held by. a lo~al
authority, the balances of postage stamps. The record of venficatIOn
should be recorded in the relevant regIster or account so that when
the accounts are subsequently audited, the :a.uditor may see whether
the actual balance agreed with the book balance on that date.

25. Annual administration and inspection reports.-Auditors
should go through the Annual Administration Report fo~ the year
covering the period of audit and also through all Inspe~tIOn Reports
l'ecorded bv the Collector, the Commissioner, the Exam:ner of Local
Accounts. or other officers during the period of audIt. Valu~ble
hints mav sometimes be obtained from these sources as to pomts
which require special attention d\ll'ing the audit.

26. Budget.-Auditor should see that the Budget was framed and.
passed in accordance with the relevant Act and Account ~u~es and
that the actuals are close to estimates. Instances of vanatIOns by
more than five per cent. should be noted and the cause ascertained.
In the absence of satisfactory explanation it will be :r;egarded as de­
fective budgeting.

27. Disposal of previous audit objections.-Auditors shoul.d
obtain from the Head Office the interleaved copy of the last AudIt
Report, verify the replies and the records produced and ~ote appro­
priate remarks, viz., 'verified' or 'Recor~ pr:oduced' agamst .Items
disposed of and 'included in next report agamst all unsettled Items.
All such remarks shall be attested by the Auditor with his dated
initials. If he considers it futile to pursue any items further, he
shall make out a list and submit it to the Examiner for orders. The
items shall be dropped or included in the next report as may be
directed by the Examiner.

The auditor should next take up the audit of receipts except in
the case of District Boards where the audit of expenditure should
be taken up first. Dispensary accounts and Dak Bungalow books
should be called for as soon as possible after taking up the audit of
a District Board.

dues, which have to be brought to account, are correctly and prompt­
ly assessed, realised and credited to local body. Under the various
Acts relating to local bodies the Examiner has been entrusted with
the audit of accounts of both receipts and expenditure and, as such,
it is also one of the important functions of the Audit Department
to see that all sums due to the local body have been realised and
properly accounted for. It should also see that the initial accounts
of demand have been properly prepared, that all items of demand
have been entered in the accounts; that the demands arrived at in
the·,case of taxes and fees is generally correct and that adequate
steps have been taken to enforce recovery. Any investigation by
audit in this regard should be so conducted as not to interfere with
the executive responsibility.

29. In conducting the audit of receipts, audit should ascertain
that adeq ate regulations or procedure have been framed to secure
an effec ive check on the assessment and collection of revenue and
o· by exercisi?g the checks prescribed that such regulations and

procedure are bemg observed and that demand, collection and
balance ~t~tement~ are prepared according to rules and agreed with
the SubSIdIary regIsters of demand and collection and that balances
are regularly reviewed or checked in the manner specified by the
siat~tory rul~s, Gov~rn~ent orders or regulations, ff any. In the
audI.t of receIpts ordmanly, the general is more important than the
partIcular.

. . It would b~ ~ecessa~y to asc~r:tain what checks are imposed
ms~ the comnmsslO~ of IrregulantIes at the various stages of

collect~on and accountmg and to s.uggest any appropriate improve­
men~ m the procedure. ~ucfit ~Ight, for mstance, suggest in a
par~Icular case t~at a test ~nspectIOn sh.ould .be carried out by com­
panng a sample bet of receIpt counterfOlls WIth the receipts actually
in t.he han.ds of ~he tax payers or other debtors, the results of such
an mspectIOn bemg made available to audit.

31. here any financial rule or order applicable to the c~se
r I.bes the sc~le or period.icity of recover~es, it wi~l be the d~ty.

e audIt to se~, as far as pOSSIble, that there IS no deVIation without
proper authonty from such scale or periodicity.

.32. Ordinarily, audi~ will see that no amounts due to local
bo es are left outstandmg on their books without sufficient reason
Audit will continue carefully to watch such outstandlngs and suggest
to departmental authorities any feasible means for their recovery
Whenever any dues appear to be irrecoverable, orders for their writ~
off should be sought f~r. But unless permitted by any rule or order
Of, a co~petent authontY,no sums :nay be credited to a local body
b) debIt ~ a. suspense head; credIt must follow and not precede
actual realIsatIon.

3. A ~laim or demand may be either (i) a specific demand-fixed
or. fluc~uatmg-all taxes are of this nature or (ii) a demand which
anses m consequence of some outgoing of property or cash advan
etc. Of the latter nature are the demands set by' the sal~ or leacs~
of land, property, farm produce, etc., ~nd by cash advances. The

GENERAL AUDIT INSTRUCTIONSCHAP. II][CHAP. II
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check that can be exercised in audit against {ii) will depend upon
the nature of the demand and the exact circumstances in which it
is made. The demand will in all cases be entered in a demand re­
gister or miscellaneous bill register or miscellaneous sales register
of miscellaneous receipts register or register of advances or some
other suitable register prescribed for the purpose in the rules or re­
gulations.

29
t

GENERAL AUDIT INSTRUCTIONS

(6)

(7)

(8)

{9)

(11)

(10)

that all taxable items have been entered in the appropriate
Demand register, Assessment list, etc., required to be main­
tained; that the total demand for the half year has been
arrived at and certified to by the executive authority;

that a watch is kept over the growth of revenue by obtain­
ing supplemental lists of persons or property liable to tax;

that collections have been posted in the appropriate column
of- the demand and arrear demand register, etc.;

that a demand, collection and balance statement has been
prepared in the register at the end of every half year;

that the collection as noted in the Demand, Collection and
Balance statem.ent agreed with the collection as entered in
the challan registers or collection registers;

that the writes off are supported by competent sanction and
there is a record to show that the items are really irrecover­
able;

(12) that the grants of remissions are in accordance with the
rules or Qrders;

CHAP. II]

(5) that all totals in several registers are correct;

(6) that credits are traceable in the Cash Book for a11
amounts shown as realised in the subsidiary registers;

(13) that the arrears have been transferred at the end of the
year to an arrear demand register; and

(14) that the arrears are not time-barred.

(b) Audit of receipt forms.-In cases where demand notices and
receipt forms are given to Tax ,Collectors or' other collecting agency
for collection it should be seen in audit-'

(1) that the receipt volumes issued for collection are in the
prescribed printed form;

(2) that a stock account of receipt books is maintained and also
an account of books issued for collection with provision
therein for noting the date of issue, the person to whom
issu~d and his initials and the date of return;

(3) that the demand entered in the receipt agrees with the
figure in the demand register;

(4) that collections have been promptly remitted into the office
of the local body at such intervals as has been prescribed
in the rules or regulations;

NOTE.-Auditors must pay special attention to undue delays in the remittance of collec­
tions to the treasury or Bank. If such d~lay is casual or short and relates only to small amounts,
it may be merely noted as an irregularity. If, however, the delays are systematic or long
0: if the relatc to large amounts, the matter should be specially dealt with in the Audit Report.
SImilarly, if any collections remain unduly in thc hands of the collecting agency or Cashier
when the auditor completes the audit or are found to have been so left at any previous period,
the matter should be specially dealt with.

[CHAP. II
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34. Frauds, and embezzlements are not in frequent in the collec­
tio of revenue in local bodies. Special zeal should therefore be

'In in investigating into reported frauds. The system of revenue
collection should be closely scrutinized to see whether the fruad or
defalcation was rendered possible by any defect in the rules or
whether it ,vas due to neglect of rules or the want of supervision
on the part 01 any person responsible for the administration of the
fund. It is 'the duty of audit, therefor , at such investigations to
suggest safeguards that are likely to pr,event the recurrence of such
frauds or defalcations.

. Objections for want of tax receipts in support of outstanding
s of taxes and of payees' receipts in support of disbursements

made are serious ones, as such cases on investigation may, at times,
disclose frauds or defalcations. Objections of this nature therefore,
deserve immediate attention and investigation. The auditor should,
therefore, prepare a report in the form of a paragraph for the audit
report soon after the defect is noticed and after obtaining the ap­
proval of the supervising officer communicate it to the Executive
authority of the local body for immediate action. The paragraph
containing the defect should be suitably modified with reference to
the reply of the executive authority and included in the audit report.

[ Based on Appendix I to Audit Code.]

36. Audit of assessment and collection of taxes.-The more
important points to be noticed in the audit of assessments, collection
and accounting of taxes and other receipts are given below:-

(a) Assessment and collection of taxes-

I t should be seen-

(1) that the tax levied is authorised by the Act governing the
Fund 0:- institution;

,2) that the prescribed procedure, such as, obtaining of higher
sanction, the publication of a proper notification, has been
observed wherever a new tax is levied or the rate of an
existing 'c2X is revised; -

(3) that the assessment is in accordance with the scale, if any
fixed in the Act or Regulations;

(4) that as far as can be made out from the records there is no
omission in assessment,

(5) that exemption has been granted only in cases entitled to
exemption under the provisions of the Act, or the rules;
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(9) that printed receipts have in all cases been issued; and

(10) that the collection has been promptly brought to account
in the Collection Register, Cash Book, etc.

37. Audit of fines and penalties.-All fines and penalties under
the Acts noted below are creditable to State Revenues. The
Auditor should see that all collections of rent from pounds and
ferries and all fines and penalties realised under the Acts referred
to are credited at once to Government.

(1) Bihar and Orissa Local Self Government Act, 1885.
(2) Prevention of cruelty to Animals Act.
(3) Cess Act, 1880.
(4) Municipal Act, 1922.
(5) Bihar & Orissa Places of Pilgrimage Act, 1920.
(6) Jharia Water Supply Act, 1924.
(7) Bihar and Orissa Mining Settlement Act, 1920.
(8) Bengal Ferries Act.
(9) Cattle Trespass Act.

Local Bodies as collecting agents of Government still continue
to be responsible for the settlement of ~ounds and ferrie~ strictly
in accordance with the rules and orders Issued on the subject from
time to time, in so far as they are consistent with the present
changed legal position and for the timely collection of pound and
ferry rents.

The local bodies are only collecting agents and so have no
power to sanction remission or write off.. Case~ in which rents or
receipts from ferries and pounds are consIdered irrecoverable should
be reported to the local offices for obtaining the sanction of the
State Government.

38. Audit of expenditure.-General Principles.-Expenditure
from the funds of Local bodies is subject to the following essential
audit checks :-

(1) that the funds have been expended only on the purposes
authorised by the Acts or Rules~

(2) that the moneys made available for the expenditure nave
been provided for in the manner specified in the· Acts or
Rules;

CHAP. II]

(e) Miscellaneous sales.-In the case of miscellaneous sales it
should be generally seen that they have been conducted and con­
firmed by competent authorities, that the sale proceeds have beell
recovered generally before the articles sold out are allowed to be

'removed, . that printed receipts have been issued in all cases of
collectIOn, and that the amounts realised have promptly been
brought to account.

[CHAP. II

(8)

(6)

(7)

(4)
(5)

that a record of fees due and realised is maintained;

that printed receipts or licences have been issued in all
cases of collection;

that a stock account of receipts, licences, etc., is maintained;

that fees due have promptly been realised and have not
been allowed to become time-barred; and

that collections have been entered in the demand list col-
lection register, if any, and cash books. '

(d) Leases.-With regard to leases of property helonging to a
local body or managed by it, it should 1;?e seen in audit-

(1) that every property usually leased out has been leased out;
. OTE.-The miscellaneous demand regj~ter or other register for the previous year which

contams a record of properly leased out during that year should be examined to see that all
items have been leased out during the current year also and in case of omission a record of
reasons for such omissions is available.

(2) ~hat ordinarily" leases of markets, lands, stalls, pounds fer­
r~e.s, etc., have eeJ?- made by public auction after due pub­
hCIty, that sale notIces a~d sale lists are in such cases avail­
able and that the amount of bid has been accepted by com­
petent authority;

(3) that a registered agreement has been taken setting forth the
conditions of lease;

(4) that security has been taken for the due fulfilment of the
terms of the lease;

(5) th~1; the payment of instalment is watched through the
miscellaneous demand register or some other register pres­
cribed in the rules or orders;

(6) that penal interests, if any, due under the agreement for be­
lated payments has been correctly calculated and recovered;

(7) that .in case of persistent default action has been taken to
termmate the lease as provided for in the agreement;

(8) tha.t ren:issions, if any, granted satis:y the conditions pre­
scnbed m the rules or orders,

(7) that the demands are punctually and fully realised;

(c) Levy and collection of jees.-The levy and collection of fees
that local bodies are authorised to levy should be examined in the
following lines:-

(1) that there is a sufficient authority for levy of fees;

(2) that notification, if any, required regarding the levy of fees
has been duly published in the manner prescribed in the
Act or rules or regulations;. •

(3) that fees are levied at the approved rates not exceeding the
maximum, if any, prescribed;

__---~------30·--------~------r-------~--~--
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39. Auditors should also keep in mind the provisions of Articles
54, 66(1), 71, 72, 84, 86, 168, 176, 177. 182 and 183 of Audit Code as
they serve as distinct gUJde for 'Audit against Regularity.'

(9) that the rules adopted by local body are followed in all
cases;

(10) Generally, that any particular rule introduced is followed
and that prescribed forms are used.

~1 Proving of cash book.-The receipts will be traced into the
.sh Book from chalans, money order advice. lists, or quarterly

accounts of union committees and the receipt sIde of the Pass Bo?k.
The payments will be .trased from t?-e cheques and the payment s~de
-of·the Pass -Book (or m tne case of Wards Estates, from the advlCe
lists of receipts and Payments received from the Treasury)~and
each entry, or as many as are required, will be. completely al:ldlted.
The Cash Book will then be proved. The op.emng balance wIll ,be
.checked with the closing balance of the prevlOus month,. the entnes
.on both sides will be examined and the total of. both sIdes of. the
account will be arithmetically checked. The closmg balance wIll be
proved with the Treasury Pass Book, and the difference betw~en
th 0 due to uncred'ted chalans or uncashed cheques Qr UruoIl
"Fund balances in the case of District Funds will be reconciled. If
the Treasurv Pass Book or Bank Pass Book is not found posted up­
to-date the "balance in the Personal Ledger should be ascertained
from the Treasury or Bank. .

NOTE I.-In a certain case, defalcation occurred by misappropriating cash which was
:alleged to have been remitted into the Treasury, and was recorded as such in the Cash Book.

All the G. O.s, Superintendents and Senior Auditors, should
realise the importance of the Cash Book and its scrutiny in local
audit.

It should be a general rule that. in a local audit, the Cash Book
should be checked personally by the officer of the highest standing
constituting the Audit Party, that is to say, if there is gazetted super­
vision of a local audit. the G. O. should check the Cash Book and
certify its correctness or otherwise; if there is no gazette? super­
Yision, then the Superintendent of the party must do thIS. The
official, checking the Cash Book should also record on the body of the
cash book itself, in preCIse and unambiguous terms, the nature and
€xtent of the check applied, any defacts noticed being also indicated
in brief. The fact of such check should also be recorded in the
Index Sheet of the Inspection Report, mentioning therein. inter alia.
the months' accounts which have been checked in detail.

In addition to the checks prescribed in the Codes and Manuals,
the most important point that should be kept in view in checking
a Cash Book, is to see whether the Cash Balance. alleged to have
gone out, is supported by either a proper voucher or a chalan (when
cash is shown as remitted into the TreasurYJ.

[Authori!JI.-Accountant General's O. O. No. O.A.D. (Commercial)-I43I, dated the 28th
March, 1955']

42. Form of registers.-The registers should be in prescribed
form an.d properly bound, pages serially numbered and all entries
properly indexed. The registers may not contain erasures, and any
alteration in the figures entered therein must be duly attested.

that the funds earmarked for specific purposes have been
utilised for such purposes alone; and

that the sanction, either special or general, of the authority
competent to sanction the expenditure, has been obtained.

(3)

(4)

(5) that every payment is supported by a voucher in proper
form;

(6) that the vouchers are consecutively numbered, arithmeti­
cally correct, and are supported by proper receIpts. It
should be seen that signature of the payee, whenever it is
recorded on the bill, agrees with that gIven on the receipt;

(7) that the vouchers are correctly entered in the several
registers, that all vouchers are passed for payment and
that the payment' order is expressed in words as well as
in figures;

(8) that all vouchers have been stamped "Paid by cheque
No dated "

. Check over payment vouchers.-Tn ling with the pay-
t voucners The fo lowmg pom s shou aoe observed:-

(1) that the payment is admissible;

(2) that the payment is covered by the requisite sanction
where necessary;

(3) that the sanctioning authority possesses the necessary'
power to grant sanction;

(4) that there is provision in the Budget Estimate to meet the
charge, or that reappropnations have been duly sanction-
ed; v

It is an implied condition that the expenditure should be in­
curred from the funds of local bodies with due regard to the broad
and general principles ?f financial propriety:. ~ny. cases involving
a breach of these princIples and thus resultmg m Improper expen­
diture or waste of public money should b,e treated by audit in the
same manner as cases of irregu1ar or unauthorised expenditure
are treated.

Conditions (1), (2) and (4) mentioned in the foregoing para­
graph are mainly governed by the Acts of the Legislature or rules,
or regulations issued by authorities empowered in this behalf.
Auditors must, therefore. familiarise theIIl"iielves with the relevant
sections of the Acts, schedules thereto, rules framed thereunder and
rules and regulations contamed in the codes and manuals.

[ Generally follcws Article 45 of Audit Code.]
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(7)
43. Cash Book.-In examining the various registers the following

points should be attended to :-

Cash Book-

(1) that the Cash Book is written up daily;

(2) that the entries are classified correctly and all entries are
arithmetically correct;

(3) _that the book is closed monthly or daily, as the rules re­
quire, and that a reconciliation of the closing balances of
the Pass Book and Cash Bool is effected and recorded under
the signature of the head of the office;

(4) that the closing balance, as shown in the last Audit Report,
has beE;n correctly brought forward;

(5) that all outstanding cheques are brought forward month by
month until they are cashed.

44. Treasury Pass Book.-8ee that-

(1) the pass book is written up in the treasury and that each
entry is authenticated;

(2) the pass book is returned by the treasury promptly and
that the local office exercises a superior check to see that
the entries therein are correct;

(3) the totals of the receipt and payment sides are correct; and

(4) the ~ollections remitted ..into the treasury have been duly
credIt.ed, and that only lhose sums for which cheques have
been Issued and cashed have been debited in the Pass Book.

45. Cheque Book.-See that-

(1) the cheque books are obtained only from the Treasury;

(2) each bound book contains a specified number of cheques,
certified to by the head of the office;

(3) the books are kept in the personal custody of the drawing
officer or of the Accountant·n the rules permit of the book
~eing entrusted to the latter's charge;

(4) cheques are not drawn for sums below Rs. 10, except in
the case of provident fund deposits of municipal employees;

(5) the amo nts 0 eques are written in w.ords a ell a in
figures on the counterfoils, and that the counterfoils are
initialled by the person or persons authorised to sign the
cheques;

(6) cheques have not been signed unless required for immediate
encashment or delivery to the persons concerned;

II

cheques are drawn in favour of ultimate payees and not Fund
Officers, except for-

Salaries of establishment,
Recouping permanent advances,
Purchasing money orders and supply bills;

(8) all cancelled cheques are enfaced or stamped "Cancelled"
over the initials of the drawing officer and are preserved for
scn~tiny and destruction by the Local Auditor;

[N.B.--=--In the 'case of District Funds such cheques are destroyed after the audit by the
, Finance Committee.]

(9) intimation of the loss of all lost cheques, for which fresh
ones have been issued has been duly sent to the Treasury
or Sub-treasury Officer concerned; and

(10) the local bodies issuing cheques on Government treasuries
alter the form of their cheques from 'or bearer' to 'or order'
whenever cheques are not handed over personally but are
sent by post to be presented at the Government Treasury.

46. Chalans.-8ee that-

(1) every chalan has been stamped with the treasury seal and
has been initialled by the Treasury Accountant;

(2) chalans for sums of Rs. 500 and over and those for the
purchase of postage stamps have been signed by the Trea­
sury Officer; and

(3) chalans for sums above Rs. 300 have been signed by the Sub-
Treasury Officer. ? .

47. Abstract Registers of receipt and expenditure.-See that­

(1) the postings and totals in Abstract Registers are correct
and that all items have been posted, one by one;

(2) the monthly total of adjustments is correctly posted from
the Adjustment Register;

(3) the monthly totals are correctly posted in the monthly
account; and

(4) t~e annual figures agree with the budget, original or re­
VIsed; and note excesses of expenditure and marked diffici­
encies in receipts.

48. Pennanent advance-

(1) See that the holder- of the permanent advance has given ac
acknowledgment on the first working day of each year. (In
the case of transfer of charge the relieving officer should
also furnish a similar acknowledgment on the date of re­
ceiving charge).

(2) See that the entries in the Permanent Advance Register
are initialled by the head of the office.



See that recoupments are always made in full in the last
working day of every month, except when the expenditure
is less than Rs. 10.

Compare the amount of the sub-vouch~rs audited with the
entries in the Permanent Advance Register:

Check the totals and compare the totals of the vertical
columns with the recoupment vouchers.

See that all sub-vouchers· have been stamped "Paid in
Cash" and "Cancelled".

GENERAL AUDIT INSTRUCTIONS

(6)

Scrutinize with special care the old items of advances left
unadjusted at the end of the audit. In the case of advances
that have become time-barred or otherwise irrecoverable,.
fix the responsibility for the loss with a view to surcharge.

(7) See that quarterly statements of advances outstanding are-
regularly compiled and scrutinizec.;

See that no advances have been written off except with
the sanction of Government.

(6)

(5) See that there is no undue delay in the adjustment of
advances;

CHAP. II][CHAP. II
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(3)

(5)

(4)

(6)

49. Adjustment Register-

(1) Check all entries in the Adjustment Register (or the Gene­
ral Ledger in the case of Wards Estates).

(2) See that adjustments are recorded in sufficient details and
are correctly made.

(3) Check the totals of the Adjustment Register and trace the
net totals in the Abstract Registers.

50. Advances.- General Instructions.-Advances are usually
made by local bodies to individuals and particularly to lawyers,
law clerks, etc. Audit should see that conditions for repayment are
complied with and should keep a close watch over the repayment
of principal and interest, if any. Advances made to pleaders should
receive special scrutiny and it should be seen that regular accounts
are obtained at stated intervals and necessary adjustments are
€ffected.

The audit report should also detail in separate paragraphs
advances granted in the year which are considered irregular and
advances pending for over two years from date of payment and
suggest expeditious adjustment of the advances. The officer who
authorised an irregular advance should be held responsible if the
advance is not adjusted or reco 'ered before the close of the
same year. In the case of other advances the officer who failed to
recover or adjust the same within three years from date of payment
-should be held responsible unless he can prove he could not do so
because of any defect in the original payment. In the latter case
action may be taken to recover the amount from the officer who
authorised the payment.

51. Advance Ledger-

(1) Trace all advance payments into the Advance Ledger.

(2) See that no repayments are credited except those that have
duly appeared in the Cash Book and the Adjustment Regis­
ter, and that no advance is kept out of account;

(3) See that correct balances are brought forward from previous
years;

(4) Check closing balances;

•
52. Deposits.-General Instructions-Audit should see that no

item is credited as a deposit in the accounts of a local body which
could be credited as a revenue receipt or in reduction of ordinary
expenditure of the local body. Audit should also examine that there'
i~ a proper voucher in support of the amount repaid and should
check the repayment against the original receipt either individually
or against the total credit in a particular account in order to see that
the repayments do not exceed the amounts originally received and
credited to the local body. It is also the function of audit to see
that balances in deposit accounts are correctly carried over from
year to year, and that any deposits remaining unclaimed for such
period as may have been prescribed in the ru1es are duly credited
as revenue receipts of the local body.

[Generally follows Article 145 of Audit Code]

53. Deposit Ledger-

(1) See that all deposits received are entered into the Deposit
Ledger, and see that the amounts repaid are duly debited.

(2) See that no deposits are credited except those that have
appeared in the Cash Book or in the Adjustment Register'
and that no deposit is kept out of account.

(3) See that correct balances are brought forward from previous
years.

(4) Check closing balances.

(5) See that there is no undue delay in the Adjustment of
deposits.

(6) See that quarterly statements of Deposits outstanding are­
regularly compiled and scrutinised old items of deposits.

(7) See that the Register of Lapsed Deposits is properly main­
tained.

54. Borrowings.-The borrowings of local bodies are governed by
the Local Authorities Loans Act and the Rules framed thereunder.
It should be seen in audit-

(1) that the loan sanctioned is drawn only when it is required:
for expenditure;
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(4)

(3)

(5)

(4) Check remissions with sanctions;

(5) Ascertain reasons for any marked difference between the
amount claimed and the amount allov.;ed or decreed;

(6) Note cases struck off on account of the remissness of the
local office;

(7) Note cases of unusual delay in the satisfaction of the claim
decreed;

PUBLIC WORKS

60. Schedule of rates.-See that-

(1) a Schedule of rates containing rates for different classes of
work has been duly prepared and sanctioned at a meeting;

(2) every through rate is supported by an analysis, showing in
detail the cost of material, labour and contractor's profit;

(3) the Schedule of rates of the District Fund has been approved
by the Inspector of Local Works and no rates have been in­
creased or new rates introduced without his approval;

(8) See that the cost incurred in court after the institution of
the case is also noted in the register and compare the cost
realised with the cost incurred in court;

(9) See whether a monthly comparison is made of the Requisi­
tion and Certificate Registers in the manner prescribed in
Rule 46 at page 124 of the Certificate Manual.

(2) See that Court fees have been charged on the value of certi­
ficate cases as shown in the register and the Court fees are
not drawn twice for any case;

(3) See that all the cases bear Court numbers or that all the
cases for which court fees have be.en drawn have actually
been filed;

(5)

(3)

(2) that cases for which the expenses have been drawn are
traceable in the Suit Register;

that charges for Court fees are calculated on the value of
the suit or case according to Article 15, Chapter I, Court
Fees Act;

that retained pleaders are not allowed fees for opinions or
for work done out of Court; and

that" the bills submitted by Law Clerks are countersigned
by the pleader conducting the case.

59. Requisitions for Certificates-

(1) See that the outstanding certificates of previous years have
been brought forward in the current year's register;

(4)

(2)

(3)

(1)

(2)

that the proceeds of loans are properly brought to account;

that they are expended only on the objects for which the
loans are originally raised: and

that adequate arrangements have been made for amortiza­
tion of debts.

55. Register of Loans.-See-

(4)

57. Register of Investments.-See-
(1) that no portion of the general balance has been invested

without the special sanction of the Local Government;

(2) that investments made under the orders of competent au­
thority have not been realised without similar sanction;

(3) that the investments have not been used for any other pur­
pose than that for which they were made;

(4) that in the case of investments written off the register by
sale or otherwise, the amounts of sale proceeds have been
duly credited in the accounts; or, if the sale has been
effected by transfer of the investment. that the new invest­
ment is entered in the register;

(5) that interest due has been realised on due dates and credited
in the accounts; and

(6) that the securities are actually in existence; also with whom
they have been lodged.

58. Law charges.-See-
(1) that advances made on account of law charges are not debit­

ed, finally to the head "Law Charges" but to "Advances Re­
coverable", pending receipt of accounts and vouchers for
actual amounts spent by the lawyers, law agents and others
to whom advances were granted;

that any loans raised" are covered by proper authority;

that payments of principal.and interest are. being regularly'
made in accordance with the conditions of the loans;

that the balance of loan outstanding as shown in the register
IS correct:

that the posting; of payment agree with the details given
in the payment vouchel';

that the amount of loan. date of receipt, rate of interest, the
terms of repayment and other conditions, if any, have been
noted in the register.

56. Investments.-It should be seen in audit that investments of
surplus balances, Provident Fund amounts. etc., conform to the rules,
that proper accounts of such investments are maintained, the inte­
rest is realised on the due dates and brought to account and certi­
ficates, bonds or receipts in support of investments are produced for
verification.



61. Estimates.-See that-
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an account of materials has been kept 'and attached to th~
Works Abstract in respect of works, the accounts of which,
have been kept by sub-heads;

materials have been charged off direct to work when~ver

possible and not passed through the materials-at-site account;

in the case of large works a monthly statement of expendi­
ture on materials has been maintained and compared with
the estimated requirements to guard against the excess issue
of materials:

surplus materials have been accounted for in the manner laid
down in Hule 101 of the District Engineer's Account Rules;

materials at site have been verified once a year or on the
completion of the work whichever is earlier and also at the
time of transfer of subordinates in charge of the works.

(3)

(2)

(1)

(5)

(4)

showing the difference in the cost of work, as let out to tHe
successful contractor and at the lowest rates tendered for
the work, should be worked out and attached to the report.

63. Agreement.-See that-

(1) the contractor has executed a stamped agreement.

(2) it has been entered into on behalf of the local body by an
officer or officers empowered to do so;

(3) rates and 'quantities have been entered;

(4) corrections and alterations in the body of the agreement
have been duly attested by the contractor;

(5) the agreement is stampeq with the common seal of the local
body and is complete in all respects;

(6) if the supply of materials h~s beel?- retaine~. in t.he hands of
the local 'body, that there IS speCIfic provIsIOn III the agree­
ment on the following points :-

(a) The nature and quantity of the materials to be supplied.
(b) The place where they should be delivered.
(c) The rates at which the value of each kind of materials

should be recovered.
NOTE.-Ifthe contractor is paid at a through rate, the value of materials supplied should be

recovered at a rate not less than that provided for the material in question in the analysis of
the through rate in the schedule of rates.

65. Road meUlJ.-See that-

(1) every Sectional Officer has submitted to the District Engi­
neer within a fortnight of the close of each month, a state­
ment of road metal showing mile by mile the receipt, disposal
and balances of each kind of road metal (the balance of metal
4-8 A. G. Bihar/57

64. Material at site.-See that-

CHAP. II]
[CHAP. IIGENERAL AUDIT INSTRUCTIONS

the Schedule of rates has been kept upto date. Get some of
the recent estimates, compare the rates provided therein for
each class of work and note differences. If they are marked
or considerable in number it may be inferred that the
Schedule has not been corrected and kept up-to-date or that
it calls for revision. Obtain explanation for the differences
and see if there has been loss.

an estimate is prepared and sanctioned for every work;

the procedure prescribed in Rules 51 to 57, Part IX Civil
Works at page 414 of- the Local Self Government Reference
Book for the preparation and submission of plans and esti­
mates is followed;

if any material is to be supplied departmentally, the fact
has been noted in the estimate.

(1)

(2)

(3)

(4)

NOTE.-When a new work is to be constructed partly from materials obtained from the
demolitic.r. of an old structure, the practice is to frame an cstimatc for the net cost of the new
work. This practice i" however, liable to be abused by under estimating the value of the old
materials and the auditors should examine such estimates with particular care and should call
for full particulars of the number, quality and value of the old materials if the information is
not available from the estimate or connected papers.

62. Tenders.-See that-

(1) tenders have been duly invited and received;

(2) specific rates have been quoted in the tender for all items
of work;

NOTE.-A notice calling for tenders should specify that cach tender should be accompanied
by a schedule of rates for each item of work tendered for. Ifvague terms as 'at estimated rates>
are used, the tender shall not be considered. \

[AuthoTiry.-ChiefEngineer 'B. & O. 's No. 6095 CIA, dated 2-1 1-1920.J

(3) security has been furnished;

(4) the prescribed forms have been used, i.e.) Form No.1 (see
page 442 of Roy Chaudhury's L. S. G. Reference Book) for
Piece Work which involves payment for work done. at a
stipulated rate only without reference to a total quantity or
time, and Forms Nos, 2 or 3 (see pages 444 and 450 respec­
tively of the above reference book) for works given out on
other conditions;

(5) the District Engineer or the Municipal Overseer or Engineer
if any, has specifically brought to the notice otf the Chair­
man all items in which the tendered rates exceed the sche­
dule or estimated rates;

(6) tenders have been duly accepted by competent authority;

(7) where the lowest tenders were not accepted, reasons for
non-acceptance have been clearly stated. If this has not
been done, or the reasons given are not satisfactoryI the
irregularity should be noticed in the report. A statement
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66. Measurement Books--

(1) See that pencil entries in the Measurement Books have not
been inked over, except in the "area or contents" column,
which should invariably be inked in;

(2) See that the entries in the area or contents column have
been filled in by the 'officer who took' the measurements;

(3) See that reference has been given in all cases to the vouchers
on which payments have been made;

(4) See that all cannel-ted entries in the measurement books
were crossed off by the Accountant when he checked. and
passed .the bill; .

(5) Compare a certi~in percentage of the bills with the abstracts
prepared at the e:ld of each set of measurements;

(6) Check a fair proportion of the calculations of the detailed
measurements;

(7) See that a proper register for watching the issue and return
of measurement books is kept; .

(8) See that measurements have been recorded in chronological
order. If, for example, it is hbticed that the measurements
on page 100 of a measurement book were recorde<! after

67. A careful scrutiny of these' points has, in practice, led to the
detection of fraud and of overpayments due to carelessness in the
keeping up of measurement books. If numerous 'Instances of such
irregularities are noticed' the most flagrant of them should be special­
ly brought to notice in the Audit Report and some of the more im­
portant items in the statements accompanying. the report. The
Auditor need not burden the report with a list of 'all such irregula­
rities. The object ,i? to illustrate clearly the danger of laxity in this
matter and to ask the executive authorities to insist, in their own
interests, on strict observance of rules and the taking of suitable dis­
ciplinary action on the- instances' brought to notice.

68. Standard Measurements.-When standard measurements
have been maintained for buildings in order to facilitate the prepara­
tion of estimates for periodical repairs, it is permissible to utilise
them for the purpose of preparing contractor's' bills and it is not
necessary to take detailed measurements on each occasion. Inter
alia the following precautions are necessary:-

(i) The measurement books used a'S standard books should be
numbered in an alphabetical series, so that the uWI1bers
may be readily distinguished from those assigned to the
ordinary books wherein detailed measurements are record­
ed whenever work is actually done.

(ii) The entires of measurements (and abstracts thereof) in the
standard books should be· recorded legibly in ink and cer­
tified to as correct by a responsible officer.

(iii) An assurance should be obt~ined peri~dicallY from the
Engineer that all the standard measurement books have
been inspected by him, that the entries therein have not

those on page 101 it is obvious that page 100 was left blank
for a certain· period. Such cases should always be noted as
serious irregularities in Part I of the Audit Report.

See that blank pages, or portions of pages left blank have
invariably been cros~d out and cancelled, over the signature
of the holder of the measurement book, to avoid the possi­
bility of fraudulent entries at some later date.

See that no book was retained in use' for more than 2 years
and -that' aJl books used for that period have been returned
to the Engineer's office. Also that the entries contained in
page 1 of the book agree 'with those made in the Register
of Measurement Books which s~ould be paged..

See that payments on account of'measured work have been
promptly made. To this end the dates of measuremerit and
payment as recorded in the measurement book should be
compared, the vouchers concerned being referred to when­
ever necessary. In the cas~ of measurements not crossed
out the reason for non-payment should also be thoroughly
investigated. Another way of checking delay in payment is
to examine the Register of Bills.

(9)

(11 )

,(10)

in each mile should be shown even if there have been no
transactions during the month);

Separate statements have been kept for, (a) Renewals, (b)
petty repairs and (c) annual repairs;

the surplus found as a result of verification or check mea­
:;urement has been brought on to the road metal account
at once;

deficits have not been removed from the accounts except
by (a) recovery from' the party at fault or (b) a write off
WIth the sanction of the competent authority through a
survey report;

a Rate Book or Schedule of Rates showing the lowest rate
at which metal can be supplied to the toad-side through­
out the district has been prepared by the District Engineer,
sanctioned by the Board and approved by the Inspector of
Local Works; the rates have been revised, from time to time
owing to the exhaustion of old or opening of new quarries;

the rates, are supported by analysis, are based on quarry
charts and- new quarries have been duly approved; and

the balances worked out in March and brought forward in
April are correct+ and check ten per cent of the entries relat­
i:p.g to the receipt and issue of metal with payment vouchers
and measurement books. ' .

(3)

(5)

(2)

(7)

(4)

(6)



71. The auditor should see that the charges have been correctly
allocated, that the payment of labour has not been unduly delayed
and that the balance of wages remaining unpaid has oeen carried
to the next muster rolls.

72. Where labour is engaged through a contractor, the number
of labourers employed each day should be compared with those
shown in the daily reports of the subordinate in charge of the work­
vide Account Rules for the District Engineers.

been tampered with, that all corrections due to additions
and alterations in the buildings have been made iIi the books
and that the latter are reliable and up-to-date records.

(iv) When a payment is based on standard measurements, the
Engineer or the subordinate preparing the bill for payment
should be required to certify that the whole of the work
(or work charged for in the 'bill under consideration as the
case may be) has been executed as per standard measure­
ments and that it has not previously been billed for in any
shape.

•
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(5) the quantity of work chargea for in the bill agrees with that
shown in the measurement book;

(6) the calculations in the money columns of the bill are correct;

(7) the memorandum of previous payment recorded on the back
of the contract certificate is correct with reference to the
last bill of the contractor's ledger;

(8) dismantled materials have been properly accounted fo!: and
", brought ,on to a stock account: and that a compl~te list of

such materials has been furnished by the officer m charge
of the work with each bill in which a charge for dismantling
a structure has been allowed;

(9) a completion certificate has been furnished on every final
bill.

75. Losses caused by careless or dishonest accounting.-Losses are
sometimes caused by careless or dishonest accounting. See that there
are no cases of the nature indicated below :-

(1) omission to daim money due from a contractor or to afford
credit in the accounts when it is realised;

(2) exorbitant rates in estimates for work;

(3) allowance of full rate to the contractor when the contract
rate is for both labour and material but the "material is sup­
plied by the Local Body and charged to estimate;

(4) when the rate for a certain kind of work (e.g., brickwork)
is fixed on the assumption that the required materials will
be available at a certain rate, allowance. of full rate to the
contractor when the local body supplies the materials at
a lower rate;

(5) when he issue rate of stock is below the market rate. issue
of more materials to the contractor than are actually re­
quired;

(6) incorrect measurements recorded for a work; or measure­
ment paid for twice;

(7) charge to work of the cost of departmental labour supplied
to a contractor instead of recovery from contractor.

[CHAP. IIGENERAL AUDIT INSTRUCTIONS

69. Muster Rolls.-Muster rolls are the initial records of labour
employed on a work and they should be subjected to close scrutiny.

70. In examining the muster rolls it should be observed whether
the instructions contained in Rule 75 of the District Engineer's
Account Rules and rule 124 of the Municipal Account Rules .have
been attended to and more particularly whether the outturn of
work is commensurate with the expenditure incurred. It should also
be seen whether the payments have been made or witnessed by the
officer of the highe:'it standing available and whether the charges
are on account of labour solely. Charges on account of baskets, ropes,
repairs to tools and incidental expenditure should not be drawn
on muster rolls nor should-the wages of peons, chaprasis and similar
employees be included in them, as such employees form a part of
the regular establishment for which a separate and distinct sanc­
tIon is required. The designation of the laBourers should be care­
fully scrutinised in order to ascertain whether the wages of only
such staff as may legitimately be employed on works are charged
in the muster rolls.

73. In the case of casuaf labour it should be seen that sanction
to the employment of this labour exists. '

74. Public Works vouchers-See that-

(1) an estimate has been sanctioned for the work;

(2) the contractor~s tender was duly accepted;

(3) an agreement has been executed for the work;

(4) the rates charged in the bill are not in excess of those enter­
ed in the agreement;

76. General instll'Uctions for detecting irregularities.-The above
list is not exhaustive. The checks to be exercised to detect irregulari­
ties of the fore-.f0ing types are indicated below :-

(1) Find out the main sources of receipt, e.g., rents, pounds, etc
and take up the register of each kind of revenue. See that all assess­
ments have been entered and that no item lias been left out, that
the outstanding balances have been correctly brought forward in
the next year's register and none have been left out of account.
~it~le control can be exercised over casual revenue and it is only
mdirectly that such sources of revenue come 10 light. Thus, if from
any voucher it is seen that jungle clearance has been paid for, the
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his behalf.
where the

manner in which the wood has been disposed of should be looked
into. Again if payment is found to have been made for dismantling
<t building or a portion thereof, the disposals of the materials should
be investigated.

(2) Take up a few estimates and test the rates by comparison
with the Schedule of rates.

(3) When an item of stock appears as issued to a contractor,
its value is in the ordinary course debited to the contractor's ledger
account and chances of non-recovery are thus obviated. But in cases
where the stock is shown as issued direct to work it should be seen
by reference to the work bilI of the contractor -and aIso with refe­
rence to the accepted tender and agreement, if necessary, whether
the rate allowed is for labow only or for both labour and materials.
If the latter, then the contractor has been paid in excess by an
amount equal to the value of the materials. The same test should
be applied where materials are transferred from one work to another
without being issued to a contractor or when materials are directly
collected for a work and not passed through stock.

(4) Suppose the rate for brickwork has been accepted at Rs. 30
per hundred cubic 'feet on the basis that bricks will be available
at Rs. 10 per thousand. Now if bricks are issued to the contractor
from stock at the book value of Rs. 8 per thousand and the full rate
for brickwork is paid to him l at the same time, it follows that the
contractor gains at the expense of the local authority. In this case
the value of the bricks should be recovered from the contractor
at the higher rate of Rs. 10 per thousand. To detect such losses the
rates of some of the principal materials as shown -in the analysis
of rates should he compared with the stock rates and if the latter
are found to be lower, a few test cases should be examined to see
whether the higher or the lower rate has been recovered from the
contractor for materials issued.

(5) To take a concrete instance, 4,000, bricks are issued to a
contractor for a particular work at a rate which is lower than the
market rate, but it is found that only 2,000 bricks !lre actually re­
Quired for that work. It is true that the value of all the 4000 bricksis recovered from the contractor at the book rate; but the contractor
makes a profit by selling the extra 2000 bricks in the open market
at a higher rate. In a few test cases of articles, of which the market
rate is higher than the stock rate, an attempt should be made to
lind out by reference to the quantity required, as shown in the
analysis of rates; whether more than the necessary quantity has
been issued to a contractor. Of course in such cases, the matter should
be discussed with the District Engineer who is the best judge of
the quantity of materials required.

(6) See that there is record in the measurement books of check
measurements by the District Engineer and the Supervisor as per
rule 78A of the Account Rules for District- Engineers and as per
rule 125 of the Municipal Account Rules.

(7) The cost of departmental labour is sometimes
be recovered from th~ contractor though employed on
To detect this, some test cases should be investigated

nature of the work done by departmental labour, e;9·, rectify~ng
defects of work would indicate that it is probably m connectIOn,
with work done' by the contractor. In cases in which steam rollers
belonging to a local body are lent to a contractor e~gaged on co~­
solidating road metal see that the conditions on whIch the loan IS
made are fulfilled. If the contractor is required to defray ~he cost
of running the roller see that recovery of the pay of the dnver and
fireman who are usu~lly permanent sNvants ?flocal bodies is made /
according to the rates provided in the analySIS of the rate for can.:
solidation- of road metal.

(8) To pr~vent excess payment through muster rolls, see that
the quantity of work done is properly recorded a.nd the out-turn
is commensurate with the cost incurred on the baSIS of the muster
roll. Doubtful cases should be referred to the District Engineer.

(9) When materials are collected for: buildjngs. etc., they are
not borne on any site account till the mam work has been started.
If the main work is abandoned or greatly delayed there may be.
loss on account of depreciatIon or other reason~. When, tJ:,erefor .
such collections are noticed it should be ascertamed whether ade­
quate arrangemen.ts ha~e ?een I?ade .fC?r the c~stody of the ma~erials
and if any delay m theIr Issue IS antICIpated, It should ,be conSIdered
whether the materials should not be brought on to the Stock Return.

"'----77. Crowding of Public Works Payments in March.-The Crowd­
ing of public works payments towards the close of the year and spe­
cially in March is to be deprecated.. If suc? p~yments . are
accompanied by instances of (a) evaSIOn or mfrmgement of
prescribed rules, (b) finandal irregularity, and' (c) lC?ss, they should
be treated as serious irregularities. To find out such mstances apply
the following checks:-

(1) Scrutinise the uncashed cheques and- ascertain from ~he r~­
ceipts on the back of the counterfOlls or from separate re~elpts. If
any, whether the cheques were made over to the payee~ wlth~n the
financial year; if not enquire the reason. If the delay IS attnbuted
to the absence of the contractor from the statio~. verify the fact
from the contractor's ledger which should show If any other pay­
ment was made to him at the time. If he is also a contractor for
another local body, enquire if he receive~ any payment from that
local body during this period. If there IS re~son to suspect that
the payment was deliberately held back, examme the measurement
book as also the Overseer's and Accountant's note on the bill and
see if the ch ue was issued before or after the work had been duly
completed OJ "the supply had been duly received. For su~ply of stock
find out the date of actual receipt from the Stock RegIster as also
bills for freight and carting charges.

(2) Find out from the Bill Register the number of bil~s submit­
ted in the last three months of the year and compare thIS number
with the numbers received during the coresponding period -of the
three previous years. Also see if it is physicCl;lly possible for the
Accountant and his assistant to exercise a satIsfactory check over
the bills in the limited time at their disposal.
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(3) Take up the bills of one or two sub-divisions from which
the largest numqer of bills were received in March and ascertain
why so many bills were held back till the close of the year. It may
be that some bills with doubtful or objectionable items were deli­
berately held back so that a thorough check migIit not be exercised
by the Accountant during the rush of payments in March.

(4) Make a list of the measurement books of one or two sec­
tional officers who have submitted large numbers of bills in March
and see if there are any discrepancies in point of time and place
between the entries in the measurement books and journals. Also
see if the quantity of work noted to have been measured in any
one day in the measurement book is physically possible.

78. Also see that the following principles have been observed
to avoid the rush of public works payments in March :-

(1) All works are measured and paid for promptly and' final
bjlls are not held over for settlement in March to a greater extent
than is absolutely necessary.

(2) Work done in March is ordinarily paid for in April. Provi­
sion for this purpose is made in the following year's budget and in
making out the programme of expenditure for a financial year, work
executed in the last month of the year is eliminated (vide B. & O.
Government No. 1930-34-M, dated the 1st February 1915.)

79. Stores.-The audit of stores account Kept by a local body
or mstitution under the audit of this department shall be directed to
ascertaining that the departmental regulations governing purchase,
receipt and issue, custody, condemnation, sale and stock-taking of
stores are well defined and properly carried into effect and to bring
to the notice of administrative authority any important deficiencies
in quantities of stores held or any grave defects in the system of
control.

The general principles laid down in Appendix 2 to Audit Code
should be kept in mind while exercising check over stores accounts.

Stores are of four kinds, viz., ' (a) Stock (b) Tools and Plant,
(c) Road Metal and (d) Material at site. See that they have been
at:counted for in accordance with the rules-See-

(1) that if stock has been manufaCtured except on a very small
scale, the previous sanction of the Local Government has
been obtained;

(~) how the rate of the manufactured article compares with the
market or schedule rate of the same class of article. If the
former is higher, it would indicate that the manufacture
is unprofitable and the Auditor may suggest that the manu­
facture may be discontinued. If the Local Authorities d(')
not agree, the Auditor should at once send the papers on
the subject to the Examiner who will decide if the matter
should be included in the Audit Report.)

(3) from payment vouchers, that all articles purchased have been
duly entered in their respective Stock Registers;

(4) that the balances of the different articles have been correctly
brought forward from the old to the current Stock Register;

(5) that all purchases and sales have been duly sanctioned and
the sale proceeds have been credited in the Cash Book;

(6) that no article of stock has been written off the accounts
except with proper sanction, that road metal and tools and
plant have been written off with the sanction of the com­
petent authority;

(7) that the verifying officer has signed the Stock Register half­
yearly and the Tools and Plant and Road Metal Registers
year in token of his having verified the balance;

(8) that all materials derived from dismantled works have been
accounted for in the Stock Register separately as surplus
stock and have been valued and disposed of to the best
advantage of the local body;

(9) that there are no fictitious stock adjustments, such as (a)
debit to a work of the cost of materials not required or in
excess of actual requirements, (b) debit of value of materials
purchased for a particular work to another work for the
time being for want of budget allotment. (c) write back
of value of materials used in a work to avoid excess outlay
over appropriations, etc.;

(10) that materials are issued at correct rates. Check the rate of
stock as per register and see that all incidental charges such
as carriage, etc., have been debited to the material account
in the Stock Register;

(11) that all issues are supported by acknowledgments.

'J'he above checks apply, mutatis mutandis, to all stock accounts
in general whether pertaining to Municipalities, or to other Funds.

80. Day books or Works Abstracts-

(1) Audit the Day-Books or Works Abstracts of one month In
a year seeing that they are posted correctly in accordance
with the form of Day-book adopted, that the entries agree
with the daily report, muster-rolls, cash books and stock
returns from which they have been made; that the calcula­
tions :ye correct, and that the Day-books or Works Abstracts
have oeen seen and attested by the District Engineer.

(2) Test the correctness of the method of showing unpaid wages
in the day book, and see that details of items unpaid are
forthcoming.

(3) Check the correctness of materials at site account.

(4) See that the day-book entries have been correctly carried
into the Register of Works.



GENERAL AUDIT INSTRUCTIONS [CHAP. II CHA~.. II] GENERAL AUDIT INSTRUCTIONS

(5) Ascertain that the Day-books or Works Abstracts and Regis­
ters of Works, show all work that is paid for.

83. Register of lands-See-

(J) that lands acquired through .land acquisition proceedings,
by purchase, by free gift or otherwise are entered promptly
in the Register of Lands;

(2) that a registered deed has been executed in every case;

(3) that the register is maintained in accordance with the rules.
prescribed in Rules 80A to 80-C of the Account and Audit
.Rules for District Boards and Rules 100 to 102 of the Muni­
cipal Account Rules and that the register is examined and
signed by the head of the office personally every year.

84. Postage Register-

(1) Trace all purchases of sta~ps into the register;

(2) Check totals and closing balances;

(3) Verify the balance in hand.

85. Stationery Register-

(1) Trace all purchases of stationery into the Stationery Regis-
ter;

(2) See that balances have been correct~y brought forward;

(3) Check a percentage of the totals and closing balances;

(4) See as far as possible that all issues are bona fide.

86. Service Books-See-

(1) that Service Books are opened for all employees holding sub­
,stantive posts;

(2) that the record of service of each officer is complete;

(3) that all leave, increments, and acting allowances (where
required by the rules) have been recorded;

(4) that the service books bear evidence 'of having undergone
periodical verification by the head of the office.

87. Security Register-See-

(1) that all employees. have furnished the full amount of secu­
rity demanded from them:

(2) that seC" rity bonds have beeli taken in all cases in the forms
prescrioed;

(3) that in the case of personal security and landed property,
the validity of the securities has been verified by the head
of the office and this fact certified to in the Security Register;

(4) that all Government Promissory Notes pledged as security
are forthcoming. (If they have been lodged with the A,c­
countant General, see that the amounts are traceable In
the annual list published by him.) ,

See that the ledger, is balanced every month, that it shows
the outstanding balance for each work and that these bal­
ances are agreed by the Accountant with those shown in,
the Works Abstracts.

(5)

(5)

that the book bears evidence of check by the Engineer or
the head of the office: I

that the details for the total amount shown under the head
"Material at site" are forthcoming;

(6) that -in the case of incomplete work the necessary entries
have been brought forward from year to year until the
work has been either finally completed or abandoned;

(7) that the value of all material purchased for the contractor
and made over to him is posted in a separate column "Due
from Contractor", and before the work is C?ompleted the plus
entries in this column are balanced by mmus entnes;

(8) that the balances "Due to Contractor" as shown in the Re­
gister of Works, agree with the amounts in the contractor's
ledger, and that all arrears due are cleared off before final
payment;

(9) Check the entries with reference to the contractor's bills or
Works Abstract.

81. ,Register of Works.-See-

(l) that entries for major ana minor works have been ma e in
Form Nos. 29 and 30 respectively;

(2) that excesses over estimates or allotments. either under sub­
heads, or in the total expenditure on the works. are cove::ed
by sanction obtained on, deviation statements, completIOn
reports, or otherwise;

(3) that when a work has been com:pleted 'a double line in red
ink is ruled below the Iast entry -and the note of completion
is made:

82. Contractor's Ledger-

(1) See that the ledger shows the balance due to each contrac-
tor in detail of the several works undertaken by him;

(2) See that the ledger bears evidence of check by the Engineer;

(3) See that the balances have been correctly brought forward;

(4) $ee that the entries on the credit side of the l~ager ar~ made
as soon as the bills have been passed, even If the bIlls are
not immediately paid;

(4)
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(15) See that health certificates have been furnished where neces-­
sary in the case of new appointments.

89. Leave Accounts.-
(1) See that leave accounts in the prescribed form are maintain­

ed for all officials.

(2) See that the leave granted is posted promptly both in the
service books and leave accounts.

90. Whenever the grant of leave in excess of that admissible
under the rules is pointed out in a report, the amount of leave ad­
missible and the leave granted as also the amount paid in excess
should· be noted. Instructions should also be given for correcting
the leave accounts.

91. Provident Fund.-The audit of transactions pertaining to Pro­
vident Fund maintained for the benefit of employees of local bodies
consist in seeing that the transactions conform to the rules governing
the administration of each fund and any subsidiary instructions issued
thereunder. It is the duty of audit to see that the suscribers are eli­
gible to subscribe, that subscription and other dues have been pro­
perly and regularly recovered and credited and that the share payable
by the local body has been correctly calculated and credited. Audit
should also see that the accounts of the fund are correct both in total
and in the detailed accounts of the subscribers.

92. Provident Fund-See-
(1) that the Provident Fund Rules have been strictly followed in

connection with (a) the eligibility Qf the subscriber, (b) his
declaration, (c) rates of subscription, (d) remittance to the
Savings Bank, (e) investment, (f) advances for special pur­
poses and recovery thereof, and (g) final withdrawals;

(2) that unclaimed balances, if any, are transferred to the "Dead
Account" ald repaid only under the orders of Hie Commis-­
sioner of the Division:

(3) that contributions have not been withlield without the sanc­
tion of the competent authority;

(4) Recovery of advances out of the Provident Fund.-See whe­
ther the Revised Rule 8(3) of the Model Provident Fund,.
Rules has been adopted by the local authorities and whe­
ther advances are being recovered in equal monthly instal.
ments and without any break:,

[No. 275 L. S. G. R., dated 4-6-1940.]

(5) If any withdrawals are made for payment of Life Insurance
Premia, see that each policy is assigned' or delivered to the
Chairman as the case may be, that tbe premIum receipt is
available and that the policies are kept in the custody of
the Chairman.

93. Ledger and Ab~raet of Balances.-Check the entries in the
Ledger with vouchers and trace these entries into the Abstract of
Balances.

CHAP. II]
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(5) that the return of the Pass Book ana other documents has
been duly acknowledged by the parties concerned.

88. Establishment Bills-

(1) It should be seen that establishment and fixed recurring
. charges are duly sanctioned. are drawn according to the

sanctioned scale and promptly posted in the Audit Register;

(2) See that a last pay certificate is attached to the Establish­
ment Bill in the case of' all transfers and that the transfers
are authorised by competent autho~ity;

{3) See that transit pay in the case of District Board e!?ployees
is allowed only in accor~ance with the orders prmted on
pages 604-605 of the L.S.G, Reference Book;

(4) See that in the case of Government servants lent to a Local
Fund, deductions on account of pensionary contributions are
duly made and remitted into the Treasury;

(5) See that the dates of making over and receiving charge are
noted either on the bills or on separate reports attached
thereto, and that the joining time is not exceeded;

(6) See that income-tax deductions are duly made as required
by the rules. and that recoveries are paid into the Treasury
within seven days;

(7) See that pay and acting allowances are separately shown,
and that the names of all persons on leave, under suspen­
sion, or on deputation, as well as those erriproyed in an
officiating capadty are entered both in the bills and in the
leave statements appertaining thereto;

(8) See that the leave and officiating allowances drawn are ad­
missible under the rules in force in the local office;

(9) See that increments claimed have actually accrued: Exa­
mine the periodical increment certificate with the service
book;

(10) See that in the case of fixed conveyance and horse allow­
ance certificates of actual maintenance of the conveyance,
etc., have been furnished;

(11) See that the pay drawn in an Establishment Bill for: a par­
ticular month is not disbursed ·before the first workmg day
of the following month;

(12) See that temporary establishments are separately billed for
and are covered by the sanction of competent authority;
also that arrear pay is separately billed for;

(13) See that undisbursed salaries have been refundea by short
. drawal in subsequent month's bills;

(14) See 'that the numbers and dates of the bills subsequently
drawn have been quoted on the original bills; Suppleme ­
tary bills should be checked by reference to the original
bills in which the amounts are withheld or refunded.

S,-88]
----------------------------
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" 94. See that the total of the ledger balances is reconciled with the
Pass Book balance every month through the Abstract of Balances and
that an agreement is effected every year between the two sets of
balances after interest has been added. ' . , I'

NOTE.-In a number of cases subscriptions and contributions deducted from salary bills
and drawn in cash for remittance to the Provident Fund Accounts in the Postal Savings Bank
are not credited to the Savings Bank Account, or money withdrawn from the PO$tal Savings
Bank for payment to depositors are not actually paid to them. Check should, therefore, be
exercised over the credits both of drawals ftom the Local Fund and of withdrawals from the
Postal Savings Bank at the commencement of audit.

[Authoriry.-Circular No. L.A. 14 of 1952-53.]

~5. Pension.-The general principles laid down in Articles 202,
203, 206 and 209 of Audit Code and Paragraphs 150, 151 and 153 of
Audit Manual should be kept in view while exercising checks over
pension cases. • .

96. Pension and Gratuity-

(1) See that rules have duly been framed by the local authority
for the payment of pension and gratuity and that these rules
h9-ve been approved by Government;

(2) In the c~se of superior serva~ts who have not b.een admitted
to the benefits of a provident fund and of inferior, servants
on pensionable establishments, see that a certificate of admis­
sibility has been obtained from the Examiner of Local Ac­
counts in each case for payment of gratuity or pension or
for enhancement of a pension;

(3) See that payment is not in excess of that admissible under
the rules framed by the local authorities; .

(4) See that life certificates have been furnished in all cases where
pensioners have not appeared in person to receive payment;

(5) Compare the amount of pension drawn wt!;h the Pension Pay­
ment Order and the Register of Permanent Pay orders;

_ 97. Tra~elliJ.1g Allowance.-In exercising checks over travelling
allowance bIlls It should be seen that the fundamental requirements
laid down in Articles 180 and 181 of Audit Code with respect to travel­
ling allowance bills are satisfied. As some of the checks prescribed
in this articl~ cannot be. exercised by an auditor independ'ently, the
duty of scrutmy of travelling allowance bills is divided between con­
trolling officers and audit officers. It is an important function of audit
to see that the scrutiny entrusted to controlling officers under the
rules in relation to these bills is exercised by them properly.

98. Travelling Allowance Bills-

(1) See that travelling allowance drawn is in accordance with the
rules which are in force in the local office. Where there are
~o such .n~les du!y approved by Local Government, the rules
III the CIVIL SerVIce Regulat'Ions should be applied;

(2) See that the bills have been duly countersigned, where neces­
sary, and are otherwise in order;

(3) That the route of the journey billed for is the shortest or
cheapest.

(4)' Travelling allowance of Government servants deputed for
service under local bodies.-In the absence of any specific
order to the contrary the officers will draw travelling allow­
ance at the rates they would have drawn in Government ser-
vice. .

99. Press Accounts--

(1) Check estimates \\(ith the Estimate Register;

(2) Check the Estimate Register with the Register of Press Order
Forms 1 and 2 prescribed in th~ rules of District Board Pres-
ses; ,

(3) Check the above ,register in Form No.1 with the counterfoils
of bills. and check remittances with the Cash Book and
Chalans;

(4) See that all bills have been made out for completed works and
that suffictent achon has been taken to realise the amounts
due. Obtain a list of outstanding bills;

(5) Check the DespatCh Register. Material Warrant Register, Out­
turn Register and Press Material Stock Register;

(6) See that all forms printed for departmental use have been
duly accounted for in the respective Forms Registers in the
office of the District Engineer or the District Board;

(7) Check the Profit and Loss Accounts and append a copy there­
of to the Audit Report;

(8) See that the accounts do not conceal losses or include items
as profits and cannot strictly be classed as such.

100. Compensatory Allowances and Honoraria.-In auditing
grant of compensatory allowances, fees or honoraria to servants of the
local bodi~s and ~~her insti!':ltions subject to audit of this d~partment,
the followmg general condItIons should be kept in view:-

(1). Unless in any case it be otherwise distinctly provided, the
wholetm~e of a loc!il body's servant is at the disposal of the local
bo~y whlCh pays hIm, and he may be employed In any· manner re­
qmred by proper authority, without claim for additional remunera­
tion, whether the services required of him are such as would ordi­
narily be remunerated from the revenues of the Central or State Gov­
ernment or from a local furid.

~2) The authority granting or permitting a local fund servant to
re~er~e any honorarium or fee is required to pay due regard to the
prmcIple enumerated in (1) above and also to record reasons justifying
the grant of extra remuneration to him.
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101. Workshop Accounts.-The workshop accounts should be
:rutinised to see-

(i) that the payments made are admissible,

(ii) that cost accounts, if maintained are ~orrect, soundly compil~d
and made to tally with'the expendIture accounts. Appr~cIa­

ble discrepancies between the aggregate ?f the expend~ture

charged to various jobs and the figures m the expendIture
account should be investigated,

(iii) that stores received in the workshop are p.roperly brought ~()
account and that the issue of stores agamst work orders IS
properly controlled,

(iv) that, in the case of manufa~turing operations, ~f any, t~e
financial results of the year IS carefully exammed and, If
possible the cost of manufacture in the workshop compared
with th~ price of similar articles outside,

(v) that the proforma accounts of workshop has been kept outside
the regular accounts and that they form a1?' accu~ate and co:n­
plete record of all the financial transactlOns dIrectly or m­
directly affecting the workshops.

[Generally follows articles 120 to 123 of Audit Code.]

102. Contingent charges--See-

(i) that'the bill is in proper form and the classification is cor­
rectly recorded thereon;

(ii) that the requisite sub-vouchers are enclosed to the bill;

(iii) that any certificates required under the rules have been
furnished;

(iv) that the expenditure is a proper charge against the funds of
the local body;

(v) that the expenditure has received such sanction as 1s neces­
sary;

(vi) that the expenditure has been incurred by an officer com­
petent to incur it:

(vii) that the rates are apparently not extravagant.
[Based on Article 199 of Audit Code.]

103. Lodgement of Funds.-Banking accounts have been ope?ed
Government treasuries in the case of Local Funds. All receIpts

ould be credited to the account in the treasury. There are, however,
~ceptions to the rule. The Provident Fund subscriptions and contribu-.
}ns are, for example, required to be lodged in the Post Office ~av­

gs Bank. Payments should be made by the issue of cheques agamst
.e personal deposit account in the treasury or the bank.

With the special or general sanction of Government, local bodies
Lll lodge a portion of their funds in an approved bank.

GENERAL AUDIT INSTRUCTIONSCHAP. II]

104. All moneys received by the executive authority of a local
body in his official capacity should without reservation be brought to
account and credited in the Cash Book or day book on the date of
receipt. All amounts collected' by the collecting agency and amounts
received by money order, if any, including amounts tendered by par­
ties in the office, should promptly be credited in the cash book or day­
book and remitted into the treasury or bank on the very next day
or at such frequent intervals as has been prescribed "in the rules or
orders. The. remittance challans up-to the date of audit should be
traced into the cash book or day-book and the pass books. Similarly,
the payments out of the funds of the local body as shown in the coun­
terfoils of cheques should be checked with the entries in the cash
book or day-book and the pass book. It should be seen whether
amounts adjusted to the credit of the local body in the treasury as
shown in the pass book or the advices of adjustments, have been taken
credit for in the cash book. The correctness of the totals struck in the
cash book should also be tested. Audit should see whether an agree­
ment has been effected at the end of every month under the signa­
ture of the executive authority between the closing balance of the
cash beok and the pass book and the difference, if any, flas been
accounted for by unremitted revenue and uncashed cheques.

105. Annual Accounts.-It is an important function of audit to
test the accuracy of the monthly and annual accounts of an institution.
In fact audit is required to append to the audit report in respect of
all funds a final statement of receIpts and charges for the year.

106. In the case of institutions having heavy transactions, a regis­
ter similar to the monthly and annual accounts in a municipality is
maintained ,and every item of receipt and payment is P9sted under
the appropriate head of account. The accuracy of the amounts entered
under the different hea the correctness of the monthly and progres­
sive totals and of the classification adopted. should be checked in audit
as it is with reference to these registers that the final accounts arc
compiled. It should also be seen whether the mmimum balance, if
any, prescribed by the rules has been maintained. and whether thf>
earmarked funds have not been encroached upon for general expen­
diture without competent sanction.

The actual receipts and expenditure under different heads should
be compared with provision therefor in the sanctioned budget and
causes for large variations should be enquired into.

107. An inspecting Audit Officer is not expected merely to confine
himself to the routine audit and inspection work. He should avail him­
self of the opportunity of assisting the departmental officers and ac­
countants with his advice in matters affecting accounts, budget, etc.,
or the financial regularity of transactions. He may even offer sugges­
tions bearing on the economy of public money and is expected to do
so in all cases of superfluous clerical work connected with accounts
and audit. There are various directions in which an inteIligent Inspect­
ing Officer can find scope· for his enquiries. In case of Public Works
he may find that there are chronic delays either in measuring work
done or in making payment after measurements have been taken, and
it may reasonably be presumed that such delays lead to enhancement

5-8 A. G. Bihar/57
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t i made to invite competition
of rates. He may notice that no atte~pe~ents for giving out contracts
amongst contractor.s, or that ~er~~~ ~o defective as to suggest that
for ~ork or supplIes a~e, otn~t receive full value for payment made.
pOSSIbly t~e l?cal ~o~~ oe~horised scheaules of rates, or a .compara-
~n exammatlOn 0 e aUh that the data on which estIm~tes of
tive study of them m;y s ~~or sanction of compe¥.-r;t authonty are
the cost of works are rame economical resultsJJ1e may obse~ve
not so sat~sfactory as to :~~u::venu(' receipts or expenditure WhICh
any peculIar fe.atur~s of 'bl leakage of revenue realised, of unt~pped
may be suggestIve 0 posr ~nt of attention to economical cons~der~­
sources of reven~e or 0 w ust however keep prominently m hIS
tion. An Insp~ctmg Offic~r, n:: '1 with' the accuracy of acco~nts
mind4;hat b;e IS concern~ pnmar~~e and not with admini~tratI?n.
and regulanty ?f financIa~proc~~ or departmental admimstratIOn
Suggestions w~lCh dff~C~ :~~C~rt unless they have been discussed
should not be mc.lbul e d m rtme~tal officer either personally or by
with the responsI e epa
demi-official letter.~

[ Article 151! of the Audit Code. ] ,
. ds etc checked during

108. The ent~ie.s,. accounts. re;I:~e~, rt~~raudito~'intoken of h~s
audit should be ~mtIalled and·bia to place the initials against eacn
scrutiny. Wh~re 1 IS no pOSSI ~ ked the items may be ticked off
item in a regIster or ddocument ~ dCbeneath the last entry checked
and the initials and ate recor e
during that audit.

1.07 108]
GENERAL AUDIT INSTRUCTIONS

[CHAP. II

CHAPTER III

AUDIT OF SANCTIONS AND SCRUTINY OF ORDERS OF DELE­
GATION OF FINANCIAL POWERS TO VARIOUS AUTHORITIES

109. General Principles.-General principles relating to audit of
sanctions have been laid down in Chapter 3 of Section III of Audit
Code. Over q.nd above those instructions the following pro­
cesses of audit will be observed by the members of the Local Audit
Department.

110. It is the duty cf audit to see that the incurring of expenditure
from the fund of any institution is governed by the following essen­
tial conditions :-

(i) that there should be provision of funds authorised by compe­
tent authority fixing the limits within which expenditure can
be incurred;

(ifl that the expenditure incurred should conform to the relevant
provisions of the Act and Rules framed th€feunder by the
competent authority;

(iii) that there should exist sanction, either specIal or general,
accorded by competent authority, authorising expenditure;

(iv) that all orders of delegation of financHll autliority are in order
and conform to the provisions of the Act and Rules framed
thereunde!' by "he competent authority.

Implicit in these provisions is the condition that the expenditure
should be incurred with due regard to broad and general principles
of financial propriety. Any cases involVing a breach of these principles
and thus resulting in improper expenditure or waste of pUblic money
should be treated by Audit in the same manner as cases of irregular
and unauthorised expenditure.

11]. It has been laid down in Article 84 of Audit Code that an
essential function of audit is to bring to light not only cases of clear
irregularity but also every matter which in its judgment appears
to involve improper expenditure or waste- of public money or stores
even though the accounts themselves may be in order and no obvious
irregularity has occurred. It is thus not sufficient to see that sundry
rules or orders of competent authority have been observed. It is of
equal importance to see that the broad principles of orthodox fin­
ance are borne in mind not only by disbursing officers but also by
sanctioning authorities.

112:. The following broad points should be carefully observed at
:the different stages of work:-

(1) Sanction Audit.
59
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(B) For obsenance by field staff-

Auditors in the field need not maintain any register but they will
have to audit sanctions accorded by the Boards, the Heads of Offices
and other subordinate authorities in the light of the principles en­
unciated in item l(A) (iii) above and incorporate a para thereon in
the Audit Report.

SJ. No. and From Purpose Amount Remarks Orders No, & dale
No. date of whom involved of of reference

Govt. orders received A.G, to Govt. etc.
&Dy.No. Supdt. A.E. Exr. to be given

Rs.nP.

2 3 4 5 6 7 8 9 10

SJ. No. & From l!legating Delegated Results Remarks Orders No. and
No. date of whom authority authority of scru- of the of date of

Govt. received tiny In Exami, A.G. reference
orders and theH.Q. ner to Board.

Dy. No. Section Govt etc.
be given

2 3 5 6 7 8 9

113. These registers should be submitted to the Accountant
General once in 3 months.

[Authority Circular No. L.A. 49 of 1956'57.]

(2) Scrutiny of orders of delegation of financial powers to various
authorities.

(i) In the Headquarters Section there may not be any case of
this type for scrutiny. Field Auditors should, however, keep in mind
the following points iIi course of examination of the orders of delega·
tion :-

'(a) 'Whether the delegating authority is competent to issue orders.

'(b) Whether the orders of delegation are worded correctly, clearly
and the terms of delegation stated in concrete terms.

(c) No redelegation of these powers is made without the concur­
rence of competent authority.

(d) That powers of technical nature, e.g., sanction for technical
estimates of works, selection of tenders for construction of
works, purchase of machinery, etc., are not delegated to an
authority who has not the necessary technical qualification
and experience.

(e) Powers which normally rest exclusively with the Board are
not delegated to any lower authority.

(f) The aelegation does not allow a departure from the established
pri~iples and procedures, except with sufficient reason.

(ii) In the Headquarters Section a register under the title "Regis­
ter of scrutiny of orders of delegation of financial powers" should be
maintained in the following form and submitted to the Examiner by
the 15th of each month as noted in the Sectional Calendar of Returns.

CHAP. III] AUDIT OF SANCTIONS AND SCRUTINY OF ORDERS OF [112-113
DELEGATION OF FINANCIAL POWERS TO VARIOUS

.AUTHORITIES

"

AUDIT OF SANCTIONS AND SCRUTINY OF ORDERS OF [CHAP. III
DELEGATION OF FINANCIAL POWERS TO VARIOUS

AUTHORITIES

For observance in Head Quarters Section-

All sanctions received from Government should be recorded
in a regis'ter to be opened f9f each division" separately in the
following form :-

(A)

(i)

(ii) The reply Assistants will maintain this register and put up
to the Superintendent for submission to Examiner on the 15th
of each month. This should be noted in the Sectional Calendar
of Returns.

(ijj) While examining the sanctioning letters of authority, the
following general principles may be applied :-

(a) The expenditure should not be prima facie more than the
occasion demands.

(b) No authority shOUld exercise its powers of sanctioning expen­
diture to pass an order which will be directly or indirectly to
its own advantage or to the advantage of a particular institu­
tion or fund at the cost of others.

(c) Public moneys should not b1tutilised for the benefit of a parti.
cular fund, person or section of the-,coIl1munity unless-

(i) the amount of expenditure 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 recognised policy or

custom.

(d) 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.



(Authority.-U. O. No. F. R., dated 10-8-35' and Govt. of Bihar. L. S. G. Department
No. 8567 dated 13-7-36 (Sis. 8C and 28C of File No. L.A. 11/60.) ]

II. Statement showing diversion of Government Grant

Sl. Name of Audit Report Unspent Balan- Cash Amount of Remarks
No. Local Body No. & year ce of Govt. Balance diversion

Grant

2 3 4 5 6 7

[1Ig-I!UAUDIT OF GRANTS-IN-AID

tJ
Date'Sl. Name of Audit Date of Amount Date by Unspent on

No. Local Report receipt of grant which it balance which the
Body No. and of grant should balance stood

year have been
spent

2 3 4 5 6 7 8

119. Unspent balance of Govt. grants and diversiolli of Govern­
ment grants.-The unauthorised diversion of special gr.ants .01' of the
latrine tax to unauthorised objects is illegal. The dIverSIOn takes
place when the cash balance of the: local body . falls short of the
balance of the special grant or latrme fund. Until separate accounts
of such grants or funds are maintained and until the Rules are made
more precise as to the definition of "divers~on" action ':lnder Sect.ion
9 of the Bihar and Orissa Local Fund AudIt Act. 1925 IS not advIsa-
ble. '

-. [Autluiriry.=--Go~erriment· of Bihar and Orissa Judicial Department No.6 L.R.T., dated
29-4-1926 . ]

120. In paragraph 6 of the Report of the Public Accou~ts Com­
mittee of the Bihar and Orissa Legislative Council on the BIhar and
Orissa Appropriation Accounts for 1932-33, the Committee s~ggest-
ed that " a list should be prepared each year and cll'culat-
ed to members of the Committee showing the grants made......which
had been improperly diverted". On the basis of this suggestion, the
following statements are required to be furnished by the Local
Audit Department to the State Government on the 1st June every
year.

(i) Grants which are improperly diverted during the year of
audit.

(ii) Grants sanctioned by Government which the local bodies
have failed to utilise within the time-limits imposed by
Government and in respect of which the unspent balance
on the 31st March was substantial.

121. The following forms haVE been prescribed :-
I. Statement showing grants not spent within the prescribed time

limi.t

CHAP. IV]'

117. When recurring grants-in-aid are made to an institution it
should, as far as possible, be verified in audit that the grantee con­
tinues to function as such institution, and the circumstances in re­
cognition of which the grant was sanctioned still continue to exist.

[Para 195 of Audit Code.]

118. Processes of Audit.-The instructions contained in the
letters, orders, brochures, etc., (as given in Appendix VII) issued on
this topic should be followed with respect to audit of grants-in-aid.
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114. General principles.-The General instructions contained in
chapter 3 of Section IV of Audit Code should be kept in mind while
exercising checks over grants-in-aid.

I

115. Grants-in-aid paid bS Government to Local Bodies are of
two kinds viz., statutory and non-statutory. A non-statutory grant is
further classified as conditional and unconditional. The conditions
attached to the utilisation of the grant usually take the shape of
specification of the particular objects on which or the time within
which the money must be spent. Audit is responsible for seeing that
these conditions are fulfilled. Where no conditions are attached to a
grant, audit is in no way concerned with the manner in which the
grant is utilized by the grantee. It should be seen in audit that the
local body has claimed and realized all the grants due to it under
rules and orders of Government. It should also be seen that the
amount of grant due has been noted in tpe Demand Register or some
other register and its realization watched through it and the grant
has been claimed or paid in proper time. In respect of grants adjust­
ed in the accounts at the Treasury and credited in the Pass Books
of the Local Body it should be seen that they have been taken credit
for in the Cash Book and the accounts of the Local Body. It should
also be seen that the conditions, if any attached to th. drawal of
the grant have, as seen from the accounts; statement of expenditure
prepared for the purpose and the concerned vouchers, been fulfilled
and that the grants were utilised properly.

116. Unless it is otherwise ruled by Government grant made
for a specified object is subject to the implied conditions:-

(i) that the grant will be spent upon that object within a rea­
sonable time, if no time-limit has been fixed by the sanc­
tioning authority; and

(ii) that any portion of the amount which is not ultimately
required for expenditure upon that object will be surren­
dered.

Audit scrutiny when applied should pay due attention to these
points.

[ Para 194 of Audit Code. ]

CHAP'1'ER IV,

AUDIT OF GRANTS-IN-AIP
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124. Diversion of Govt. Grant.-Any diversion of Government
·~rant or violation of the conditions attached thereto should be pro­
minently mentioned in the Audit Report. Where no such irregularity
has been noticed, the Auditor shall endorse a certificate on the state­
ment of Government Grants given in the Audit Report, that the.
grants were spent for the purposes for which they were made and
that the conditions attached thereto have been duly fulfilled.

125. Submission of Returns.-On the following dates returns are
required to be submitted to the Comptroller ana AUditor General,
the Accountant General and the State Government on the results of
audit of grants-in-aid, ~very year.

(a) Comptroller and Auditor General 5th April.
5th October.

1st August.

1st June.

(b)

,[ o. O. No. T.M.-16-1-4785. dated 26-12-55. ]

(b) Accountant General

{c) State Government.

Any item of expenditure which is not in connection with
or necessary for the construction of the project for which
the grant is issued should he reported to tne Examiner and
dealt with in the report as directed by him.

These grants should be .':let out separately in the Appendix to
the Audit Report relating to Government grants. The amounts re­
.ceived spent"~and the balance should also be noted in the body of
-the" R~p6rt- separately with a certificate that the expenditure has
'been properly incurred and the conditIons well fulfilled.

(8) In the case of Government of India grants for rural recon­
struction see that-

(a) All schemes relating to rural road developmental' rural
communioations (expenditure under wb;ich. category alone
is incurred through the agency of the DIstnct Boards) have
been sanctioned by the District Magistrate where the cost
does not exceed Rs. 1,000 and by the Commissioner of the
Division where it exceeds Rs. 1,000.

{b) Half the cost of scheme has been met by local contrihlltions
which is a condition imposed by the Government of India.
(This condition can be relaxed only by the Commissioner.)

(c) Any balance of an allotment for a particular scheme which
remains unexpended on the conclusion of the scheme has
been refunded into the Treasury under intimation to the
Accountant General and the Distri~t Magistrate.

N.B. 1.-A separate pragraph should be incorporated in the Audit Report showing ~he
grant made, the expenditure incurred and the balance. A certificate signed by the :\udItor
showing details of the schem\h the grants received, the contributions made by the VIllagers,
the expenditure incurred and1'he extent to which the conditions have been fulfilled should also
be furnished. This certificate will be forwarden by Local Audit Department to the Main Office.

N.B. 2.-The money limit in item 8 (a) above does not include sums received from villagers .

S1. Name of Local Date of grant Date by Date at Amount Unspent
No. Body which to which diverted. balance

be spent fully if any on the 31st
spent March

2 3 4 5 6 7

Thi~ register should be examined i'n audit.

[Authoriry.-Govt. of Bihar. L. S. G. Department No. 708/55/10264 L.S.G., dated
15-11-1955. ]

122. The local bodies maintain a register of grants in the form
given below :-

Register showing grants not spent within the prescribed time
limit or diverted towards other purposes

123. Register of Govt. Grants.-The following Drocedure should
be followed for exercising checks over the Register of Government
Grants in addition to the instructions contained· in Appendix VII.

(1) Obtai~ fr.om the He.ad of the Offic~ a list of all such grants
a.nd t~e sanctIOnmg letter m support of each grants, compare this
list wIth the one received from the Head Office and see if there is
any omission.

(2) Find out for what purposes each grant has been received
and the conditions attached thereto and see that the details have
been correctly noted in the Register of Government grants.

(3) Check payment entries in the register with payment vou­
chers.

. (4) .See that expenditure has been incurred for the purpose for
WhICh It was made and that the conditions attached to each grant
have been fulfilled. A certificate to this effect should always be
given in the audit report. .

(5) See that the tIme limit prescribed in each case for expendi-
ture of the grant has not been exceeded. .

(6) See that unspent balances of grants_have either been refund­
ed or spent towards any other object with the previous sanction of
Government. .

(7) In the case of grants made out of the Central Road Fund­
(a) See that they have been_ spent on (i) the construction of

new roads or btidges, (ii) reconstruction or substantial im­
provement of existing roads and bridges, and that special
permission exists where any part ofthe grant has been
utilised on maintenance of roads and bridges constructed,
!'econstructed or substantially improved, from the Road
Fund or from loans approved or sanctioned by the compe-

- tent authority,
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CHAPTER V •

SURCHARGE UNDER THE LOCAL FUND AUDIT ACT, 1925,
126. Audit under the L. F. A. Act.-The accounts of any local

authority whose accounts are declared by. the State Government by
notification to be subject to audit under the Local Fund Audit Act,
shall be subject to audit in all respects in the manner provided
by or under this Act. .

[ Section 3 of Local Fund Audit Act, 1925.]

127. Duties of Auditors.-In his audit report, the auditor shall
include a statement of-

(a) every payment which appears to him to be contrary to law,

(b) the amount of any deficiency or loss which appears to have
been incurred by the negligence or misconduct of any per­
son, and

e amount of any sum which ought to have been but is not.
rought to 'account by any person:

rs x -After considering such report ·the Exa-
er of ocal Accounts may-

order that' any payment referred to in clause (a) above shall
be allowed and that no furt~.t-- action·.sh~U..be taken as;
regards any- amount referred to in clause (b) or (c) above,
or

(ii) serve notice on the person making or authorising any such
payment or the person responsible for or failing to account
for such amount, requiring him to show cause within one
month why such payment should not be surcharged or such
amount should not be charged against him.

Causes shown by the parties shall be considered by the Exa­
miner and further action for recovery shall be taken by him only
in such cases he deems fit to pursue. •

[Based on Section 9 of the Local Fund Audit Act, 1925.]

128. Accuracy of Surcharge proposals.-The Examiner of Local
Accounts has been placed in the position of Judicial Authority in
the matter of surcharge and so far as this aspect of his work is con­
cerned, the Examiner acts in the same manner as such an authority.
The corollary of this position is that negligence or misconduct of
any person justifying his responsibility for the omission of any
deficiency or loss shall be takep by the Examiner as established only
if the connected papers examined in course of audit give unques­
tionable proof of negligence or misconduct.

129. Ex miner's power of condonation.-The Examiner of Local
Accounts may condone a payment made for a local fund which
appears to hip to be contrary to lID£.. provid d lhat-

(i) in his opinion there was no negligence or miscoriduct on
the part of the person making or authorising such payment;
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(ii) such payment was bona fide and a similar payment from the
same local fund had not been condoned before; and

(iii) such payment does not exceed Rs. 25.

The Examiner of Local Accounts shall submit to the Local Gov­
'. ernment..aJeport of all such condonations with the reasons for each

such condonation.
/

130. The procedure outlined below shall be followed in respect
of condonation :-

(i) If the Examiner believes a payment to be contrary to law,
it is his duty to surcharge. He can, however. condpne pay-.
ments up to Rs. 25 subject to the limitations as stated above.

(ii) 'Examiner has no discretion in respect~ losses incurre<;!
anamoney not accounted for. Such cases shall not, there­
fore, be dropped or waived but they shall be pursued to
the last.

(iii) Auditors should append t6 .the a1!di.t reports on~ compre­
hensive list of all items fallmg withm the three clauses of
Section 9(1) of the Audit Act. Then under S~ction 9(2), if
the Examiner believes that all or any of the Items fall un­
der one or other of the three clauses. it will be his duty
to issue the notices of su:rcharge In respect of such items
and to allo the other items, Thus. the power of condona­
tion affects ne out of the three categories mentioned in
Section 9(1) of the Act, namely Category (a) which .speaks
of payments contrary to law. In respect. of ~ate~ones (b)
and (c) of Section 9(1) of the Act, no dIscretIOn IS left to
the Examiner in the matter ofsu~

~
. Surcharge Proposals.- ach audit report on funds where

Local Fund Audit Act is applicable shall contain surcharge p~o­
osals in a specific manner in respect of all suitabl.e cases el!1bodi~~

in the report. Objections, such as (i) payees' receIpts wantmg, (11)
stock entry wanting (iii) recoveries suggested for amoU?ts up to
Rs. 5 etc., shall not be covered by surcharge proposals m the very
first audit. In such cases, the question of surcharge m::y be taken
up at the subsequent audit if the objections are not rectified by that
time.

All the relevant records shall be carefully examined to see
that the person or persons responsible f?r the loss to a fund .are
determined correctly and no person who IS not really responSIble
gets involved.

~
. oriry.-Circular No. L. A. 36 of 1956-57. ] .

132. Surcharge Proposal register d disJ",lSal.of 'Surcharge cases.
-A surcharg~ proposal register shall be mamtamed ~y the ~uper­
intendent, Surcharge Section to see-that surcharge notices are Issued
in all cases promptly. '
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e different stages of the disposal of surcharge proposals shall
given below :- ~

(i) Examination of surcharge proposals made by the auditor;

(ii) Issue of surcharge notices in the prescribed form (Appendix
VIII SI. III.)

(iii) Examination of show-cause petitions submnteaoy the sur­
chargees and offering comments thereon;

(iv) Issuing surcharge orders in the prescribed form (AppendIx
VIII-SIs. IV, V & VI).

(v) Examination of replies furnished by the surchargees to the
Surcharge Orders, if any;

(vi) Examination of appeal preferre"d by the Surchargee to the
Appellate Authority as received from Government and
offering comments thereon;

(vii) Issuing certificate requisitions in cases where the appeals
are rejected by the Appellate Authority or no appeals are
preferred (Appendix VIII-SI.VII).

(viii) Maintenance of Surcharge Notice, Order. Appeal and certi­
ficate Registers (Appendix VIII-SIs. I, II, VIII & IX).

(ix) Verification of record~ in local office at different stages
where show-cause petitions, replies to surcharge orders, con­
tested appeal petitions, etc., are received; and

(x) Entering into correspondence with local
officers, Government, etc., at the various
charge proposals.

N.B.-Detailed surcharge procedure to be followed from the beginning to the end has
been given in the duty chart of surcharge assistant in Chapter VI of Volume I of the Local
Audit Manual.

~ter three months of the issue of an audit report 'an ASSIS­
~E~a~]iner shaW inspect the accounts of the institution concern­

oed and examine the connected recoms and papers to settle-r~
objections contained in the reporrThe surcharge proposals shan be
initiated in all such cases where objections are not settled without
waiting for: the regularisation of the irregularities at the subsequent
audit.
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A tour programme of the Assistant Examiner will be sent to
the Local Bodies well in advance to keep the necessary records in
readiness.

[ Authoriry.-Examiner's Circular letter No. 2697-2817 dated the 1Ith June, 1956. ]

134. Service of Surcharge Notice.-All Surcharge Notices, Sur­
charge Orders issued by the Examiner. of Local Accounts, Bihar
under Section 9 of the Local Fund AudIt Act, 1925 shall be served
or.. the narties direct by the staff of the Nazarat in the Collectorate
or the Sub-Divisional Office of the district in which the local body
concerned is situated and not through the executive of the !ocal
body concerned. The Exam~ner may, howev~r. where he conslde~s
it necessarv serve such notIces or orders himself or through hIs
local staff.·'

The Collector shall see that all surcharge notices are served on
the parties concerned within 15 days from ~he date of their receipt
from the Examiner of Local Accounts, BIhar. In case where the
addr,ess of the party is not available he may obtain. it from the offi~e

of the local body concerned by deputing a speCIal messenger, If
necel>sary.

[Govt. of Bihar letters (i) D/S5-I03/54-7749 L. S. G. dated, 4-9-54 and (ii) No. D/S5-I03.
54-53~'/L.S. G. dated 17-1-55 to all Commissioners of Di,visions. File No. L.A. 7/18.]

135. The officer' ,charge of Nazarat in the Collectorate and in
the Sub-Divisional ffice shall keep a register to v.:atch the progress
of service of Surcharge Notices in the proforma gIVen below :-

SI. No. of Audit No. of Amount Name, present Date of Remarks
No. Report Notice and permanent service

address of the
person surcharged

2 3 4 5 6 7

A similar register is also maintainea for the service of Surcharge
Orders.

[Govt. of Bihar letter No. D/S5-103/54-3I03/L.S.G. dated 4th/6th April, 1955 to all
Commissioners-File No. L.A. 7/18. ]

136. 'Surcharge Progress Register.-A Surcharge Progress Re­
gister in the form given below s?all be mai?tained by all such Local

The Chairman of each IQ.c-al fund shall take all possible meas- Bodies whose accounts are subject to audit under the. Local. Fund
ures, within three months of the receipt of Audit Reports for settle- Audit Act 1925. This register, which shall be open to mspectlOn by
ment of the objections noted therein and shall prepare a statement all inspecting officers, shall indicate the details of su~charge cases
of audit objections and replIes thereto with necessary references arising out of the Audit Reports of the Local Bodies concerned

....,,~~_....t""o'-r""e""c""'o::.:r'-=d:::s:J......:.v....;;o;.:u""'c_h""'e_r.::.sz.-.:;c.:;.;h;.:;a;;;,;la;;,;;n;;;,;s"-!,_r_e;;,:s:..:0..iii.lu.;;;;.;..ti....;;o_n_s~s_a_n_c~tI_·o_n_s.:.,_e_t_c.-;.,_f_o_r_s..;.cru...;..t_in....::.y_~ __......._~ shQ.'· t 0 s s es till the final recovery of the amounts.
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c~>vered by the Surcharge Orders, for watching the progress of the
dIsposal of surcharge cases and ensuring the recovery of amounts
from the perons surcharged.

Surcharge Progress Register

Sl. Audit Paragra- Name of per- Present Perma- Sur- Date of Particulars
No. Report ph sons respon- address nent ad- charge service of Chair-

o. No. sible for the dress Notice of sur- man's com-
loss and pro- No. and charge ments on
posed to be date order show-cause
surcharged petition sent

toE.L.A.
with letter
No. & date

2 3 4 5 6 7 8 9

J Authority.-Govt. of Bihar letter No.D/S5-103-/54-3101/L.S.G. dated 6-4-55 to all
Chal:m~n and memo No. D/S5-103-54-8018-L.S.G., dated 10-9-55, to all District Officers
()f District Boards. ]

137. Non payment of third. party claim out of the assets of an
evacuee.-:-Government of India have decided not to pay any third
part.y claIm out of the assets of an evacuee whQ has migrated to
PakJs~an. A surch~rge against an evacuee comes under the category
of t.hJrd party claIm and, as such, even if a certificate is ftied the
demand cannot be paid out of the evacuee property.

[.Authority.-Govt. of Bi~ar letter No. M/M2-701/57-2175 L. S. G. dated 13-2-57 to the
"ExamIner ofLocal Accounts, Bihar File TO. 7/ 18.]

~38. Surcharge against dead persons.-(l) The Local Fund
AudIt Act does t;lot contemplate no~ does it }'~ovide that when a per­
son held responsIble for any of the IrregulantIes mentioned in clauses
(a), (b) and .(c) of Section 9 of the Act is dead. any ac:ion should
?e .taken agaInst the lega~ ?eirs of the deceased. The Act is penal
In Its nature and the prOVIsIOns have to be applied very strictly.
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139. Obtaining legal opinion from Govt. Pleader.-The Exa­
miner may consult the Government Pleader of the Patna High
Court and obtain legal opinion from him on questions relating to
the law on surcharges on the Bihar and Orissa Local Fund Audit
A-cl . .

[No. 11626 F., dated the 3rd December 1953. ]

140. Contested cases.-If a certificate made on the requisition of
the Examiner of Local Accounts is contested, the Collector should
engage the Government Pleader or some other pleader on his be-
half. .

[No. 4562-F.R., dated the 27th October 1933 to all Commissioners of Divisions.]

141. Certificate requisitions.-A copy of the- surcharge order
:should be attached to all requisitions for certificates under the Local
Fund Audit Act. The Surcharge order should invariably be dated
and if an appeal has been made against such order, a copy of the
.appellate decision of the Hon'ble Minister should also be attached
1;0 the requisition for the certificate.

142. Procedure for the defence of civil suits against the Exa­
miner of Local Accounts in respect of surcharges under the Local
Fund Audit Act.-(a) Such suits should be treated exactly as suits
against the Secretary of State and they will be defended automati­
cally at Govern ent expense. (b) The Collector will take the Gov­
-ernment Pleader s opinion and forward the papers to the Legal
Remembrancer who will advise whether the suit should be defend­
ed or not. If he advises that the suit should await, the Collector will
Instruct the Government Pleader to take UP the drafting of t.he
written statement without waiting for the suit to be filed and the
draft written statement prepared by the Government Pleader will
be kept ready and if a suit is filed. will, after it has been checked
with the plaint and r.ecessary alterations have been made be sent
to the Legal Remembrancer for ,approval. If in any case, it is
found that the Examiner's original report does not give sufficient
material to enable the Government Pleader to give his opinion to
the Legal Remembrancer or to draft the written statement, the
Collector will explain clearly to the Examiner what further infor­
mation is required and the Examiner will give such information to
the best of his ability. As soon as the suit is filed. the Collector will
have a Vakalatnama prepared and sent to the Examiner for execu­
tion and will also send the written statement when passed by the
Legal Remembrancer to the Examiner to be signed- and verified.
It is essential that the Vakalatnama in favour of the Government
Pleader should be executed by the Examiner and written statement
signed and verified by him because the suit will, in law be one against
the Examiner.

[ No. 1651 -55-F.R., dated the 25th July, 1952 to all Commissioners of Divisions. ]

143. Jurisdiction of Civil Coutts in matters of contracts.-If a
local authority enters into a contract with a contractor dr advocate
.&--.- +hl"L. _ ............~,,+.~A.-n r...:f C'..""':Y'riO 'tlTnrk- ~nn ~r1v.an~e.s mODe:! him for
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due by the one to the other, that dispute must in the last resort,
be decided in the Civil Court. The Examiner of Local Accounts has.
no jurisdiction to decide it.

[L.R.'s opinion, forwarded with No. I406-L.S.G., dated the 31St March, 1937.]

144. Surcharge on members authorising an illegal payment.­
When a surcharge has to be made on the members of a local body
who v'oted for a particular resolution authorising an illegal payment,.
the surcharge should be made jointly and severally on all such mem-
bers. .

[ S. R.s' opinion dated the 22I1;d August, 1932. ]

145. Application of Indian: Limitation Act.-Th~ Indian Limita­
tIOn Act does not apply to the proceedings of the Auditor in making
an order of surcharge under the Local Fund Audit Act. Consequent­
ly there is no period of limitation, but the requisition for the cer-·
tificate must be made to the Certificate Officer within three years:
of the date of the order of surcharge.

[ No. 465-F. R., dated the 30th May, 1935· ]

146. Acquittal in a criminal case-no bar to surcharge.-Acquit­
tal in a criminal case is not a bar to surcharge under the Local Fund
Audit Act.

[No. 13-L.S.G. dated the 20th April, 1940. Dy. L. A. 146, dated 23-4-194°. ]

147. Surcharge Proposals for Time-barred dues.-(I) Surcharges:
should be proposed at the eadiest opportunity stating when the dues
became time-barred, and giving adequate reasons, e.g.,

(a) if any legal action was .taken for recovery:. if not, whether
there was any flaw whIch barred legal actIOn:

(b) who were the persons responsible for the loss. As a general
rule all the executives commencing from those making the
settlement and ending with those in whose time the dues
became barred are surcharged in such cases.
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148. (i) Sanction to the write off of the loss of a local authority
in respect of which surcharge proceedmgs are pending under Local
Fund Audit Act.-This is in contravention of rule 11 of Accounts
and Audit Rules for District Boar as amended in G. N. No. 4404
.L.S..G. dated 211-10-42. The commisslOners of divisions should there~

fore enquire whether any surcharge IS pending and they should alsa
see whether the amount IS surchargeable by the Exammer of Local
Accounts.

[ 645 L. S. G. R. dated 2-7-45. Cir. 9 of 45-46 to all Commissioners. ]

(ii) Propriety of initiating Surcharge proceedings when the matter
is Sub judice -- So long as the case is pending.-No Surcharge pro~

ceedings should be started and where it has been started, it
should be stayed till the decision in the case is arrived at provided
the surcharge relates to the amount which is the subject mat~

ter of the charge in the Criminal Case.
rGovernment letter No. D/M 1-10 1/ 56/57-10324 L.S.G. Dated 14·1 57 Circular

No. L. A. of 1957-58].

(iii) Surcharge Proceedings for the loss of Provident Fund
money.-Notification under Section 3 of the Bihar and Orissa Local
Fund Audit Act, 1925 for instituting Surcharge proceedings for the
loss of Provident Fund money administered by the Local Bodies of
the State. The provisions of Section 3 of the Local Fund Audit Act
apply to Provident Fund also. The Examiner of Local Accounts,
Bihar, is autl}.orise to Surcharge for recovery of loss of Provident
Fund money on the basis of Government Notification No. 171 F.R
dated the 21st May, 1925.

[Government letter No. D/F2-1019/56/10399/ L. S G dated the 16-9-1957.]

(2) The principle that should be followed in propo~ing surch~rge­
on the persons who are responsible for advances tIme-barred or
otherwise lost is outlined below :-

(i) when the advance-fiolder is either a member or an employee
of the Board, the surcharge should be proposed on him for
failure to account for the advance vide Section 9(1)(c) of
the Local Fund Audit Act

(ii) If the advance-holder is an outsider. the surcharge should
be proposed on the particular executive signing the pay
order and all the executives beginning with this gentleman
and ~nding with those in whose time the advance became­
time-barred.

[ Circular No. L.A. 39 dated 12-3-44'~] ~ ~ ":":"'.1L ~ ~ ~ ~
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(2) "Vhen a subscriber's account is closed either on the dismissal of a subscriber on any"round or on his resignation within five years of the commencement of his employment, theLocal Body has the discretion to wIthhold all or any part of the amoun~ standing to his creditin the contribution account. It should be seen III audit that III cases of thiS nature the executiveauthority has obtained the opinion of the board.

(3) The provident fund sUDscriptions cannot be assigned or ch'.lrg:ed and are not liable toattaehment under any decree or orders of any CIVil, revenue or cnmmal court in respect ofany debt or liability incurred by the subscriber. The recoveries, if any, to be effected by theLocal Bodv from a subscriber whose accoun: has been closed can be effected from the amountstanding t~ the credit of the subscriber in his contribution account.
(4) The recoveries to be effected, if any, should be a~eertailled immediately after theaccount is dosed and an intimation should be sent to the su'Jscriber to receive the amcunt.Interest is payable till the issue of the intimation; but such intimatIOn should be made withinsix months from the date of closure of the account. If the amount is not claimed within thespecified time after ,he closure of the aCColmt or from the date of issue or' registered notice tothe person or persons specified in the nomination, the amount should be transferred to de­posits.

(5) The repayment of amount standing to the credit of a deceased subscriber can be paidonly to the nominees. The provisions of the ProvIdent Fund Act should be complied with inmaking the final payment.

CHAPTER VI

AUDIT OF PROVIDENT FUND ACCOUNTS
149. The accounts should b examined on the lines indicatedbelow.

150. Register of subscribers.-Audtors should see-
(l) that it is a complete record containing the names of all em­ployees subscribing to the fund and 'that they are eligible tosubscribe to the fund;
(2) that particulars as regards the date of 'birth. age on the dateof admission to the fund, name of appointment held in res­pect of every sulJscriber have been noted in the appropriatecolumns of the reg~ster;

(~) that the certificate of heirshin has been obtained from allsubscribers and filed; -
(4) that the names of nominees. their a,ge, relationship, occupa­tion and address have been noted in the appropriate columnsof the regIster; and
(5) that the nomination of a subscriber which purports to leaveany amount otherwise than to a member or members of

hIS family has been accepted only after it has been ascer­tained in writing that the subscriber has no family.
151. Abstract of the Provident Fund.-Auditors should see-
(i) that the names of the subscribers, their designation and payon which subscription is levied are correctly noted in theI'e :;~s tel' ;

NOTE. (Ij.--Thc pay on which subscription is recovered is ordinarily the pay drawn on the31St March of the preceding year in the case of old subscribers and it should be checked with\he pay bills for March of the preceding year.
(2) In the case of an officer on leave or suspension, on temporary duty, and under trainingon the 3 I$t March the subscription is based on the pay drawn on the first day of his returnto duty, or the pay drawn on the day preceding the day of his entering tempOl'ary duty or thep'ly drawn immediately preceding his admission to the training institution respectively.

(ii) that the onening balances under subscription and bonus arecorrectly noted;
NOTE,-rh~ entries should be checked with the closing balance entered in the previousyear'~ rf'g'ster. -

(iii) that subscriptions and refund of withdrawals, if any, havebeen correetlv calculated and recovered monthly from thepay of every -subscriber,
(iv) that interest on subscrintion and contribution as workedout in the ledger has been credited in appropnate columnsof the register;
(vJ that temporary withdrawals or repayments of amounts stand­ing to the credit of subscription and bonus accounts havebeen correctly posted.

_~OTE.--(l) Th~ correctness of the ar10unt \Oll\_~ be verifie.l \v~th rcfc:"Ci_C to (he vou 'lersrelati .g to tempor'lry withdrawals and those for repayment from provident fund.
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(Vi) that the closing balance has been correctly worked out inthe register.

15~. Provident Fund Ledger.-Auditors should see-
(i) that the accounts of each subscriber showing the openingbalance, d osits, refund of withdrawals, withdrawals andmonthly balances have been correctly posted;

NOTE.-The figures under the several heads should be traced from the Abstract Registerfull.

(]i) that the interest has been distributed proportionately as perthe balances shown in the ledger accounts;

ti.ii) that the ope!1ing balance, credits, withdrawals and the clos­ing balance at the credit of each subscriber have been COpI­ed into annual account of Provident Fund and forwardedto the subscriber for acceptance of tk' balance;
(iv) that the balances shown in the Ledgp.r under subscriptionsand contributions agree with the tot8l~ 01 the nmounts atcredit of the various subsc£"oers as ~;nOWIl in thl2 abstractregister;

(v) that the total of the balances shown in the ledger under theheads "SubS{:ription, Contribution, Interest and Miscellane­ous" agrees with the total of the balances eniereo under theheads "Investment, Treasury and Savings Bank";
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(viii) that contribution is added in the ledger month to month
when deposits are mad~ in thE' Savm~s Bank Account and
it is in accordance with the rules;

(ix) that the interest on subscriptions and contributions is pro­
perly calculated on the balances of the year at the prescrib­
ed rate;

NOTE.-(i) The interest should be met from the fol1owing in order and from each suc-
ceeding head only if the balance in the preceding head is exhausted:-

(I) Interest realized on investments.

(2) Miscellaneous in the Provident Fund Account.

(ii) The interest due on the balance should be added in the Ledger in a lump sum at the
dose of each year and it should be equal to the amounts shown in the relevant columns of the
Abstract Register.

(X) that unclaimed subscriptions, etc., if any, are transferred to
deposits as required oy the rules;

(xi) that surpluses transferred from provident fund are shown
under "Miscellaneous" as required by the rules;

(xii) that deductions of subscription, etc., from pay lillls are cre­
dited into the Post Office Savings Bank before 4th of the
month. If any difficulty is experienced in doing so, the local
bodies should credit to the bank before that date the pro­
bable total collections in re~pect of provident fund and neces­
sary adjustments should be made on receipt of credits for
actual collection ;

(xiii) that any sum in the post office savings bank in excess of
the probable requirements has been invested in one of the
forms of security specified in the relevant rule of the Pro­
vident Fund Rules; and

(xiv) that the balances Of1B.e Provident 'Fund have not been
utilised for the general purposes of a local body.

NOTE.-The fol1owing further instructions should be kept in view by the auditor:­

Receipts

(a) subscriptions.-The total monthly realisation of subscriptions should be posted. Also
interest should be added at the close of the year.

(b) Contribution.-The total contributions added at the close of each year should be shown
here. Also interest should be added at the close of the year.

(c) Interest.-The interest realised on investment should alone be shown here.

(d) Investment.-The face value of any investment which is sold and realised should alone
be shown here. •

(e) Miscellaneous.-Under this head wil1 be shown-

(i) Contributions forfeited by subscribers and adjusted to the credit of provident fund
account itself;

(ii) Any surplus out of sums drawn for investment.

Paymmts

(f) Subscriptions.-Subscriptions refunded.

(g) Contributions.-Contributions refunded either to subscribers or by tramfer to "Milcel­
aneous" on the receipt side.

(h) Interest.-Payment of interest to the credit of subscription and contribution account
at the close of the year only to the extent of balance under this head.

NOTE.-Exhibition of i11vestments made in the provident Fund. Ledger.-When a five-yer post office
cash certificate is purchased the actual purchase price should be shown in the relevant column
of the ledger and the amount should be increased every year by the amount by which the value
of the certificate increases for the year, the same amount being shown as receipts under interest
in the relevant column.

<i) 11llIestment.-Face value of the investment (Government Promissory Note, etc.
purchased).

(j) Miscellaneous.-The fol1owing should be shown­

(i) Charges of investment;
(ii) Portion of interest that could not be met from the balance under "Interest";
(iii) Commission charged [or drawing interest;

(iv) Surplus transferred to general fund.

(v) Any deficit under "Miscel1aneous" caus, d by the purchase of securities at premir
and made good from the General Fund, i, recouped in instalments from the sur­
plus intere'st earned on Provident Fund Investrllents and that if the bulk of the in­
vestments is such that surplus interest is not earned for recoupment after meeting
the interest payable to the subscribers, the rate of interest allowed to the subscri­
bers is revised SO as to leave a margin for recoupment to the general fund.

NOTE.-(i) It is sufficient that the recoveries from the bil1s of statements of provident
fund recoveries are traced for two months in a year in the abstract register. The aggregate of
the totals of the recoveries made each month as seen from the pay bills of statements of
recoveries should be agreed with the corresponding total of the abstract which should be
checked and tallied with the credits in the Cash Book.

(ii) Al1 the recoveries ofloans should be traced from the abstract register to the temporary
withdrawal. register for which a separate register should be maintained.

(iii) Al1 temporary with wals and final withdrawals should be traced in full from the
vouchers to the abstract register and ledgers and the admissibility of the amounts examined.

(iv) The correctness of the calculation of interest should be tested 'as prescribed by rules
and orders on the point.

153. Register of temporary advances and their recovery.-See­

(i) that all temporary withdrawals sanctioned have been en­
tered in this register;

(ii) that the advances allowed are for objects recognised as
legitimate in the provident fund rules, and that they do
not exceed the limits prescribed in the ru'es;

(iii) that the sanction of competenf authority has been obtained
for the grant of advances;

(iv) that the repayment commences on the first occasion, after
the advance is made, on which a subscriber draws pay for
a full month;

(v) that the interest has been charged at the prescribed rate
and has been recovered after the advance has been fully
repaid; and

(vi) that the recoveries made towards repayment of advance and
interest have been entered in the register.
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154. Register of Life Assurance Policies.-Auditors should see­

(i) that it is a complete record of all policies financed from
provident fund accumulations; and -

(ii) that particulars such as the name of the policy holder,
name of the insurance company, number of policy, dat~ of
maturity of the policy, amount of policy, amount of premium,
date of receipt of the policy, date of assignment and date of
acknowledgment of the policy after registration of assign­
ment in the books of the company, have been correctly en­
tered in the appropriate columns of the register.

NOTE.-( I) The policies should be verified at the time of audit.

(2) The application of the party to take out a life assurance policy from a particular
company and for permission to finance it from provident fund and the orders of the Local Body
or the authority to whom the power in this behalf has been delegated should be verified.

(3) It should be seen in audit that policies have been got duly assigned in favour of the
executive authority of the local body.

(4) The policy should be re-assigned to the subscriber on his retirement or to the nominees
appointed by him jointly specifying the shares to which each of the nominees is entitled.

155. Register of premia.-Auditors should See-

(i) that a separate page is set apart for each/policy financed out
of provident fund;

(ii) that particulars as regards the name of The policy holder the
name of insurance company, the numb.eJ;; of instalments in
which the annual premium is payable, and the amount of
each instalment are entered in the register;

(iii) that the premium was drawn and paid by the due date and
the date of payment has been entered in the register;­

NOTE.-Finai premium receipt sh ou ld be verified in support of eaeh payment.

(iv) that the policy is kept alive by, making payments to the in­
. surance company on the due nate till me cHile 01 maturity of

the policy or the closure of the account ofme subscriber.
NOTE.-(I) Itis the duty of the Local Body to keep the policy alive.

(2) When an employee is transferred to another local body, the employee should assign
he pol icy in favour of the executive authority of that local body.

(3) A subscriber to the provident fund may with the previous approval of competent
authority convert his life insurance poliJ:Y into a paid-up policy on condition that if the paid­
up value of the policy is less than the total of the sums withdrawn from the fund for payment
of premia, not including interest, the subscriber should be required to pay the difference into
the fund and that the policy is not re-assigned to him. Recovery may be effected in instalments.

(4) In the case of subscribers who wish to surrender their policy, the procedure in clause
(3) will apply.

(5) A policy assigned to the executive authority cannot be pledged to the insurance
company ~or.obtaining a loan. The sanction of Government and recovery of premium paid
should be Insisted till. In the case of a poltcy allowed to lapse for want of credit in the provident
fund account, similar recovery is necessary treating the premium paid as an advance.

"

CHAPTER VII

AUDIT OF POUND ACCOUNTS

156. (I) General.-The procedure laid down in Chapter II for the
recovery and accounting of receipts from them ~hould be fo~l~wed.
The Local Bodies have to observe rilles regulatmg the admmIstra­
tion and management of pounds reproduced at pages 981 to 991 of
the L.S.G. Reference Book.

(II) Scope of Audit.-The audit comprises the check of' receipts
and charges for each official year as recorded in the miscellaneous
receipts register (for receipts) and the cash book for charges.

157. Nature of receipts and charges and the financial powers of
several authorities.-Cattle-pound receipts consist principally of the
f~llowing items :-

(a) Fines on stray cattle;

(b) Fees for feeding;

(c) Sale-proceeds of impounded cattle;

(d) Sundry receipts such as sale of manure, old materials, trees,
etc., as well as fees and treating charges, etc., realised under
the Act; and

(e) Recoveri of overpayments.

The charges consist of-

(a) Remuneration to pound-keepers;

(b) Construction and repair of pounds; and

(c) Cattle-pound refunds.

158. Registers and Records.-The following are the registers and
accounts with reference to which the audit has to be conducted ;-

(a) Pound-keeper's retister.

(b) Foils of receipts, receipts granted by the pound-keeper when
an animal is impounded and the receipts granted on the re­
lease of animals on payment of the prescribed fines and feed­
ing charges.

(c) Sale lists.

(d) Remittance chalans.

(e) Miscellaneous Receipts Register.

(f) Vouchers in support of payments of commission, refunds and
other charges, if any.
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The rules regarding the scrutiny of the above records and regis­
ters are embodied in the Cattle Trespass Act and Rules framed there­
.mder and they have to be followed mutatis mutandis in so far as
they relate to the local body concerned.

(a) Pound-keeper's register ;-

This register should be examined to see-
{i) that the fines collected are in accordance with the rates

fix~d;

(ii,l that there are not too many alterations and any inter-linea­
tions;

(iii) that the accounts are closed on the fixed date;
(iv) that the amounts shown as remitted into the treasury are

supported by counterfoils of remittance chalans and that
there is no delay in remittance; and

(v) that the register is posted up-to-date.

(b) Receipts

These receipts should then be examined to se~
(i) that they are the last books issued to the pound-keeper as

per entries in tbe local office stock register; and
(ii) that the collections as per the receipts have been brought to

account and that the receipt books are otherwise in order.
NOTE.-The receipts shoud be traced into the pound-keeper's register.

(h) Stock account of receipt forms.

A register in prescribed· form should be maintained. All the
used up receipt books should be returned to the local office for ellS­

. iClPy and.sho.uld not be allowed to be kept with the pound-keeper.

-(i) Surplus sale-proceeds.

Surplus sale-proceeds of impounded cattle a:J:d any excess • re­
iCoveries of fines should be transferred to deposIts.

(j) Inspection of pounds by executive authority.

It should be seen whether the pounds have been inspected. peri?­
dically by Executive Authority and the correctness of the entnes III

the pound keeper's register is verified with the actual number of
impounded cattle on the date of inspection and the fact recorded.

159. Authority to whom the audit rep?rt is foryvarded.-The
defects in the pound accounts are included III the al1.q~t report of
the general fund accounts of the Local Body concerned.

~l
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(c) Sale lists.

In all cases of sales of impounded cattle, not released and sundry
receipts by sale of manure, trees, etc., the connected sale lists should
be called for and examined to see the correctness of the amounts re­
alized and credited.

(d) & (e) Remittance chalans and Miscellaneous receiJpt regis­
ter ;-

All remittances into the Government account should be support­
ed by miscellaneous chalans in the prescribed form and these amounts
should be traced into the mis'cellaneous receipts register.

(f) It 5hould be seen that countervaili~grants in lieu of pound
rents credited to Government are received regularly.

(g) Payment vouchers.

(i) Remuneration to pound-keepers.-The scale of remuneration
to pound-keepers and the vouchers in respect of such payments.
should be examined with reference to the total collections for each
month and it should be seen that the payment is in accordance with

, the rules.
(ii) Construction and repair of pounds.-It should be seen that

the expenditure is supported by proper vouchers and that the pay­
ment is made in accordance with rules.

(iii) Refunds 'of revenue.-It should be seen that the refunds are
! ...:11 ~.L1_ .1.1 , J'_. O __ L

•



CHAP. VIII]

83

PROCESSES OF AUDIT OF THE ACCOUNTS OF

MUNICIPALITIES

.c'
o~

CHAPTER VIII

PROCESSES OF AUDIT OF THE ACCOUNTS OF
MUNICIPALITIES

. .1. ~reliminary Information Required -B f· .
mstItutIOn is commenced the audit h' Id e ore the audIt of an
latest administration rep~rt the buJgre~ oUd tterGuse a copy of the
relating to it if an d" an e overnment Orders
the finance of the J~~i !l~~n a general knowledge of the 'state of
year's audit report GovePrnmYen't HOe dshould go, th~ough the previous-

b
., ' l' ers sanctIonIng gra t t '

utlOns, etc., the proceedings of the B d d C . n s, con n­
pection Notes of the Commissioner oar s a~ ommItte~s and Ins­
miners, the District Officer th In' th~ EX~Tner, the f'\ssIstant Exa­
quaint himself with the g~ne:al :faetc orf 0 ocatl Bod~es, etc., to ac-

J. e 0 accoun s ana finance.

2. Scope of Audit -(a) The t f h
audited annually. Coll~ction acco~~~~u~:a~d~ed u~~~i~irt~ity are

(b) The audit consists of th h k fstores accounts and f e ,c e~ 0 revenue, expenditure and:
with. The list of reg?;tet~ea~~a~mat~n of r~cords conn~cted there­
called for as laid down in par eC~1 s {et~red for audIt should be­
also given in Appendix XLIV to Vol 0 I apter II. A list is,ume .

(c) Auditors should refrain fro g" th M ..ings on doubtful points f d m lVmg e. umcwalities rul-

0tpinions connected with ~he ~~t~~p~~~at7~n:x6{e:~~n~t m~ifer;.dent
ammg the orders of the Examiner. c WI au. ob-

3. (a) The audit comprises the following detaI'led processes :-

For revenues having fixed demand-
(i) Verification of outstanding items of revenue·

(ii) Verification of the writes-off and remissions.

(iii) Check of collections.

(iv) Verification of the demang, collection and balance.

(v) Check of revenue leased out.

(~~) Check of revenue managed departmentally.
(VII) Check of fluctuating items of revenue.

(viii) Audit of payment vouchers. '

(ix) Review of advances and deposits.

(x) Check of expenditure against allotment.

(xi) Review of the general financial position.

(~~~) Examination of several accounts and registers.
(XlII) Preparation of the An 1 A. attached to the report. nua ccount and the statements to be

(xiv) ~~~~~~o~sofaih~r~cli~ho~o~:eb~~~f~;nfyt~~tt~eOT~ei~~~;

(b) The general principles laid down in Chapters I to VII of
this Manual should be kept in view while exercising checks ovp.r
munici.pal accounts. The processes outlined in this chapter only sup­
plement the provisions made in the chapters referred to above.

<;{. Receipts.--The municipal revenue may be divided into the
following four main classes for purposes of check :-

(a) Revenue having fixed demand, that is, taxes, fees, etc., the
demand for which is fixed and for which tax receipts are
issued, such as property tax, profession tax, warrant fees,
taxes on vehicles, animals, etc.;

(b) revenue leased out;
(c) revenue collected departmentally; and
(d) fluctuating items of revenue and revenue from assets

fixed nature, viz., market, land, etc.,

The process of check to be applied in each case is as described

below;-
5. Revenue having fixed demand-Ve?-ification of outstanding

items of revenue.-Before the commencement of the verification of
outstanding items at the time of the annual audits all the bill books
and receipts books sho d be collected from all the bill clerks and
tax collectors and secured in a box' or almyrah in the municipal

office.

In the course of the verification of the outstanding taxes the
following pomts should be kept in view :-

(i) whether a certificate of verification of the outstandings with
the corresponding tax receipts.; Daily Collection Register, etc.
has been recorded on the demand and arrear registers by'
the Executives;

(ii) whether in the case of amounts shown as outstanding for
which receipts have been issued, the memorandum at the
beginning of the bill books shows any dates of collection and
credit. The credits in such case should be verified with the
Daily Collection Registers and if traceable in the latter, the
date of credit should be noted in the arrear demand register.
If the credits are not traceable and the tax collector cannot
satisfactorily account for the items, they should be treated­
as short credits and dealt with as required under rules.
When mention of the matter is, made in the report, the total
under each class of tax should be given year wise;

[NoTE.-Tax. Collectors generally explain in cases of this nature that the collected amounts
are with them pending remittance into the municipal office. To guard against such excuses,
they should be :lsked as soon as the audit commences to prepare a list of all items, the collections
for which have been made but not remitted into the Municipal Office, and if the items referred
to above are traceable in these lists, they need not be noted by the auditor unless there has
been any undue delay in thei~ remittance. In any case, the tax collectors should be asked to·

___....__....L._ remit at once all the collections with them.] .
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(iiI) whether there are any outstanding taxes of warrants the
. amounts of which are not traceable in the demand or arrear

demand registers;
[NoTE.-In such cases, the original demand reO'ister should be referred to and if the item

is n.ot sh0:-vn t~erein as collected, remitted, etc., it ~hould be brought into the arrear demand
regl~ter either m Its proper plac~,. or at the end of the register, as may be convenient. All
e "ltnes of thiS nature should be InitIalled by the auditor and a note of the omissions made in a
separate. list.. If, on t~e other .hand, the date of credit, or remission, etc., is noted in the original
dem~nd register agamst the Item the facts should be verified with the connected records;
and .fthere appears to be no doubt that the item was either collected or remitted the tax and
warrant receipts should be cancelled under the initials of the auditor with a not~ thereon as
to the reasons for cancellation.]

(iv) ~hether any items not really outstanding are shown as such
m the demand or arrear demand registers;

.NorE.-Iten,ts o.f this. nature usually fall under one or other of the following heads, and the
auditor, after satlsfymg himself of the facts, wi th reference to the connected records should take
lIuch action as the circumstances requir-e. The items concerned should also be 'noted in a
separate list.]

(a) Collected.
(b) Exempted or remitted.
(c) Cancelled.
(d) Written off.

The outstandings should be completely verified in the above
manner during the annual audit.

All the collections made subsequent to the month for which the
posting. register h':ls been prepared should be individually traced into
the Dally CollectlOn RegIster and it should be seen that the daily
totals of the daily collection register are correct, and that they have
beeD: taken to ~he chalan aD:d included in the remittance. If any short
credIts are noticed all the Items should be verified at the discretion
of the auditor and a list prepared showing them in full detail.

The total demand on account of arrears as shown in the demand
.and arrear demand registers should then be checked after allowing
fo!, the corrections. made by the auditor, and the figures compared
WIth those appearmg in the demand, collection and balance state­
ment ~s well as. ~ith those shown as balance in the abstract pre­
pared m the ongma.l demand,. or in the arrear demand register.
In cases where the dIfferences, If any, between the different sets of
figures are n~t accounted for by the mistakes noticed during the
course o~ audIt; t?~y should be traced as far as possible, unless the
amount IS very tnflIng, and the correct balances recorded in the de­
mand registers, as well as in the demand, collection and balance
statements.

6. .Durin~ the check of outstanding bills and of collection the
followrng pomts also should be borne in mind :-

(i) whether the demand notices for the property and profession
taxes are issued without delay;

(ii) whether tax collectors furnish adequate security which co­
vers up the amount of daily collection;

(iii) whether the issue of the hand demand registers to the tax
collector, their return and re-issue have been noted and his
initials obtained;

(iv) whether there is any evidenc~ of outst~nding taxes having
been scrutinized by the Executive Authonty ;

{v) whether there is evidence of the Executive Authority or Tax
Daroga having checked .the prescrib~d percentage . of the
receipts granted to partIes by the bIll collectors WIth the
dates of collection and credits as well as the amount noted
in the memorandum of collections.

(vi) whether the hand demand registers are issued only to the
concerned tax clerk and not to anyone else;

(vii) whether collections are improperly made on miscellaneous
bills or temporary receipts printed l~cally or on h~n~ re­
ceipts issued by tax collectors on theIr own authonty,

(viii) whether in respect of collections made in office, .mi~cella­
neous receipts are issued if the par~ies could .not walt t.Ill for­
mal receipt is issued, an.d whether m such cases the mI~cella­
neous receipts are got back and pasted to the counterfoll and
formal receipts issued.

7. Verification f writes-off and Remissions.-It sh?uld be ver~­
fied that the amoun s have not been collected. The dlscrepan?y, If
any, should be deta~led in tht7 objection s~atement or. th.e audIt re­
port. The entries m the regIster of wntes-off, remISSIons, et?,
should be initialled by the auditor. The tota~s of the .amounts wnt­
ten off and remitted should also be verified WIth those m the demand
and arrear demand registers.

8. Check of CoHection.-In the case of i~ems of fixed dema:rd,
such as house, land, lighting, water and dramage and. professlO!1
taxes the auditor will check at random about t~ree entne~ of credIt
in the memorandum at the beginning of each bIll book WIth the en­
tries in the demand and chalan registers. In the case of warra:r:t
fees and rent of market, stalls, etc., for which bills art:: prepared m
foil and counterfoil, the comparison sh~)Uld be made wI~h the coun­
ter:foiis and miscellaneous demand regIster. The followmg are the
chief points to be looked into :-

'(a) that the demand entere~ in thE:' memoran~um ~r counterfoiI
agrees w~th the figure m the demand regIster,

(b) that the amounts realize« have been brought to account
without delay;

G
[NoTE.-If any excess collections are noticed, it should be 3e~n th~t thy ~av~ b~en eitb;r

transferred to "Deposits" if there is a reasonable chance of then: bemg c ~ume a ter:;ar s~
or credited as miscellaneous receipts if there is no such chance or If the details are not own.
If such transfers have not been made already, this may be got done.

- (C) that the postings of credits in the demand registers ha:ve

been correctly made and that the dates sho:vn corr~spondWIth
those of the credits in the Daily CollectlOn RegIsters.
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(a) the duration of the lease;

(vi) that the lease deed specifies :-

(iii) that the solvency of the successful Bidder was ascertained
before the sale was confirmed;

the cor2pe sation or penal interest payable in the case of
payment 01 any instalment after the due date;

the liabi~ity of the lessee to make good any lo~used to
the Board on resale or through departmental management
as well as resale owing to default of the lessee to fulfil the
terms of his contract;

that the sale is approved by the authQrity competent to
enter into a contract and that where a bid other than the
highest is accepted, the reasons for Euch acceptance are re­
corded in writing;

(e)

(d)

(iv)

(f) the rate of fees to be levied by the lessee; and

(g) the express condition that the lessee shall be liable to pay
such ground rent as may be fixed by competent authority.

(e) the amount of each instalment of the rent and the date on
or before which it is payable; .

(v) that the can ct is entered into by the authority compe­
tent to enter mto a contract and that necessary. lease deed,
setting forth the conditions subject to which the lease is
granted, is execnted within fifteen days of the date of confir­
mation of the lease;

(b) the premium if any, payable and the amount of rent re­
served;

section 64 of the Act (such authority should for this purpose
have been determined with reference to the amount of bid
accepted for previous year's lease) is published in one or
more newspapers. or locally havmg a wide circulation in
.the locality and affixed in some conspIcuoUS place within the
limits of the municIpality or m any other manner determined
by the authority competent to accept the bid;

(ii) that the sale is conducted by the executive authority or a per­
son authorised by it and that the security deposit fixed in
the preliminary notice is taken from all intending bidder;s;

[; 'on:.-The earnest G'oney deposits of unsuccessful bidders should be refunded only after
oaccepance of the bid by the competent authority.]

9. Verification of Demand, Collection and Balance Statement.­
After the above processes of check have been applied, it should be
.seen-

(i) whether in the case of porperty tax the alterations in demand
::lccording to the mutatIOn register have been carried out in
the demand registers;

(ii) whether a memorandum showing the demand for the year
a~ ar~1Ved at from the demand for the previous year after
allowmg for the alterations as per mutation register is work­
ed out in the holding tax demand register and agreed with
the total of the abstract of page-WISp. totals in the demand
registers;

(iii) whether in the year in which the general revision of hold­
ing tax is conducted the total demand agrees with the de­
mand arrived at in the assessment lists and is certified to by
the executive authority;

(iv) whether the reductions granted on appeals have been noted
in the demand registers;

(v) whether the total demand has been certified to by the execu­
~ive authority;

(vi) :whether the page-wise totals of the several money columns
m the demand and arrear demand registers have been made
in ink and carried forward correctly to the abstract pre-
pared at the end of the registers; ••

(vii) whether the totals of the abstract agree with the corres­
pondmg figures in the demand, collection and balance state­
ment;

(viii) whether the total collection agrees with the progressive
total of the daily collection registers and the posting regis
tel' ;

(ix) whether the balances have been correctly carried forward
to the arrear demand registers:

(x) whether the t~tal amount of writes-off and remissions agrees
wIth the total m the regIster of writes-off and remissions;

(xi) whet~er the bal~nce as arrived at by deducting the total
collectIon and wrItes-off and remissions from the demand
agrees with the total of the balance in the abstract in ths
demand and arrear demand registers; and

(xii) whether the balances have not been allowed to becoInF
b~rredpby Jirr.litation of ti' e without any action having be~
taken ror theIr realisatIon.

10. Reven'!f€ L~as€d out.-Fees from ma!'kets. cart-stands. slau.
ghter-houses. nshenes toll? leviable-(a) These should be examined
in tr.e following manner : - .

(~) that a preliminary notice setting forth the conditions and
terms subject to. which the lease would bfl granted, approv­
ed by the authorIty competent to enter into a contract under
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(vii) that the lease deed is duly stamped according to the Indian
Stamp Act and signed by the Executives and lessee in ~he­
presence of witnesses and regIstered in cases where the penod
of lease exceeds one year.

~oTE.-Auditshould bring to notice cases in which agreements only have bee~ taken with
a view to avoid payment of stamp duty by the lessee, which he would have had to pay. ha~ a.
lease deed been executed or a bond taken. As failure to execute a lease deed or. bond IS IndJCat~ve

of the solicitude of the municipal board for the interest of the lessee and disregard to the in­

terests of Government, the point should be mentioned in the audit report.

(viii) that every lease deed contains an express condition that
the lessee shall be liable to pay such ground rent as may
be fixed from time to time;

(ix) that no lease of immoveable property belonging to the muni­
cipality for long period is given; and

(x) that no person is allowed to enjoy the lease until he has
executed the lease deed. .

(b) The following points should b~ e~ami~ed in au~iting the
receipts from leases and accounts mamtamed m connectIOn there­
with :-

(i) that the lease amounts, amount of security taken, the date of
the agreement, the amount of instalment of kist due! the due
date of payment and the rate of penal interest leVIable are
noted in the miscellaneous demand register;

(ii) that the collections are. poste~ from the misce~laneol.iS re­
ceipts register, counterfOlls of mIscellaneous receIpts and cha­
lans and recoveries from bills, if any, payable to the lessee;

(iii) that penal interest is calculated and recovere~ or written­
off with the sanction of the competent authonty;

(iv) that the amount of security deposit noted in the miscellane­
ous demand register agrees with that shown in the-deposit
register against the lessee concerned;

(v) that the security deposit has been adjusted towards the last
three instalments of kist or towards any instalment of the
lease amount overdue from the lessee and towards the loss.
if any, sustained by the resale or departmental manage­
ment;

(vi) that when a resale is conducted or when a lease is termt­
nated on account of the default of the lessee, necessary legal
steps are taken for the recovery of the loss from the origi­
nal lessee;

(vii) that when any instalment due under. thE; lease is not paid
within one month of the date on whIch It becomes payable,
the executive authority has forthWith reported the matter
to the Municipal Board which should terminate the lease and
order its management departmentally at the risk of the
lessee till it is resold if a resale is ordered~

(viii) that balances outstanding at the close of the year are car­
ried forward to the subsequent year's register;

(ix) that the demand, collection and balance both under current
and arrears agree with the statement received in the Audit
Office;

(x) that the register bears evidence of scrutiny at the hands of
the executive authority along with the review of the de­
mand, collection and balance statement;

(xi) that in respect of the lease amounts remaining uncollected
for three years suits are instituted for the recovery before
they become barred by limitation of time; and

(xii) that the amounts decreed towards kists, costs, etc. are noted
in the miscellaneous demand register and the recovery watch-

./ ed.

n. Revenue managed departmentally.-In cases where the
collection of any revenue, such as, market fees, cart-stand fees, etc.,
is managed departmentally, the. following checks should be exercis­
ed

(i) Receipts hav'ng a fixed value printed on them have been
issued for d >artmental collections. The total number of
each kind of receipt issued should be ascertained and the
amount realized arrived at by multiplying the number of
receipts by tbe rate thereof. An abstract should then be
made of the several totals and agreed with the amounts
shown in the posting register. "

(ii) The counterfoils of the receipts issued should be examined
in detail with a view to ascertaining whether there are any
short credits or delays in credit. etc. If. i.n the course or
audit, any serious irregularities are noticed such furthez
check should be exercised as the auditor may consider nec~
u~ .

(iii) The Auditor should also see-
(a) w~ethe~ a proper account as prescribed is kept of the re­

ceIpts, Issues and balances of the printed receipt books and
tin tickets; .

NOTE.-The bills or invoices forwarded by the printers should be obtained and examined
~or the purpose of te;;ting; the corre~tness of the entries relating to the receipt of books and tin
tickets noted as celpts'ln the register referred to above, while as regards the balances, the
number of books both in, hand and in use and tin tickets (in stock) should be verified. If any
ofthen; are not,f0rthcomlng, the matt~rshould be at once brought to the notice oft he executive
authon.ty .and In the absence of satisfactory explanation, the matter should be brought into
the objection statement and the audit report.

(b) whether the books have been machine-numbered and staml')­
ed with the Municipality's common seal and that "total num­
ber of pages each book contains certified to by the expt;t,·
tive authority or any other responsible officer;

(c) whether proper collection registers are maintained by the
officers entrusted with the collections;

7--8 A. G. Bihal,/S7
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(d) whether the remittances shown as made by them have all
been brought to account in the Municipal Office;

(e) whether the Municipal Office exercises p'roper check over
the realisations;

(f) whether the balances of books and tin tickets in the office
have been verified periodically by the executive authority
or any responsible officer and those with the collecting offi­
cers, and the fact in both the cases certified to in the regis­
ters conc&rned; and

(g) whether adequate security has been taken from the persons
entrusted with collection work.

12. Fluctuating Items of Revenue and Revenue from Assets of
fixed nature.-Fluctuating items of revenue are those not falling
under the heads referred to above and are generally the follow­
ing:-

(a) Rent of lands, buildings, choultries, market stalls, encroach-
ments, etc.

(b) Avenue receipts.

(c) Travellers' bungalow fees.

(d) Sale proceeds of lands, buildings, produce of lands and
gardens, old materials, nightsoil, etc.

(e) Educational and medical receipts.

(f) Licence fees.

(g) Distraint fees and vaccination fees.

(h) Miscellaneous receipts such as fines. interest on investments,
contributions, deposits, recoveries for services rendered and
recoveries of advances, search fees, fees for numbering carts,
fees for duplicate licenses, etc.

1~. For the revenue referred to in items (c), (e), (f) and (g),
separate accounts are prescribed and the checks to be exercised are
detailed separately.

14, In regard to the rest, all the counterfoils of miscellaneous
receipts issued to parties for the whole period underfaudit should
be traced into the register of miscellaneous receipts and the miscel­
laneous demand register as well as in the several subsidiary accounts,
that may be maintained for particular classes of revenues, such as
register of deposits and advances, register of miscellaneous sales,
personal ledger, register of investments, etc. The following are the
~oints which should be kept in view in the course of the check:-----:

(i) That the amounts due as ascertained by sale or otherwise
have been realized.'

(ii) That there are no undue delays in realising the amounts due
or in crediting them.

(iii) That receipts have been invariably granted for all miscel­
laneous receipts.

(iv) That the amoun,ts credited are correct with reference to the
counterfoils of receipts granted and the chalans.

15. Besides the above process of check, the auditor should exa­
mine the several registers and accounts maintained in the munici­
pal office with reference to the rule or instructions laid down in
the Municipal Act and Rules framed thereunder. The follOWing
is a list of the important points to be looked into in the course of
the examination of the registers and accounts.

16. In examining the records relating to the levy of taxes the
following points should be noticed-

(i) that when a tax is levied for the first time or when the rate
is increased, a notice has been published by the Municipa.
lity as laid down in the Act;

(ii) that any r solution abolishing a tax or reducing the rate
of tax is r orted to Government and in municioalitiw
which have an outstanding loan either from the Government
or from the public or any other local body, a report of such
abolition or reduction is given to Government;

(iii) that where any resolution increasing or reducing the rate
of t~x has taken effect for a particular year. no alteration
of the rate or date fixed in such resolution so far as that year is
concerned has been made.

17. Holding Tax.-The following registers and records are main-
tained.-

(1) Demand and arrear demand registers.

(2) Quinquennial revision lists.

(3) Monthly revision lists.

(4) Counterfoils of special notices.

(5) Revision ,petition register.

(6) Appeal register.

(7) Mutation Register.
(8) Register of licences issued for the construction or reconstruc­

tion of buildings.

(9) Register of tax receipts issued.

(10) Collection Register.

(11) Register of write-off and remissions.

(_____________________~~ ~_ _.lL._ ~ _
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lB. The following checks should be exercised in checking the
records and registers :-

(1) that the rate of taxation is uniform in the case of all build­
ings. _In the case of lands which are not used exclusively
for agricultural purposes, it is open to the Bbard to levy the
tax at such percentages of capital value of such lands or at
such rates with reference to the extent of such lands as may
be fixed by the Board not beIng in excess of the maximum
fixed by Government;

(2) that holding tax on lands used exclusively for agricultural
purposes is levied as laid down in the Act;

(3) that the returns rprescribed in the Act and rules are obtain­
ed were necessary;

(4) that the geReral revision is made once in every five years
and when it has been made the rules regarding the prepa­
ration of assessment lists have been observed;

(5) that when assessment books have been prepared for . the
first time and whenever a general revision of such books
has been completed, the public notice referred to in the Act
has been given; and

(6) that in all other cases of revision made with reference to
rules on the point the special notice contemplated in the Act
is issued.

19. Assessment Lists for Holding Tax.-Itshould be seen-
(1) that assessment lists are prepared ip the prescribed form

from the current demand register;

(2) that particulars of the annual value of the land and building
have been given separately and that the site appurtenant to
a building is valued properly without adopting any flat per­
centage on the total rental vaJue without determining the
land value independently;

(3) that particulars of the past year's assessment have been
given in the lists;

(4) that in working out the re'\{ised' valuation, deduction for re­
pairs or on any other account contemplated in the Act is al­

/ lowed only on buildings and not on lands;

(5) that the value of the Government and railway buildings is
fixed in accordance with the statutory rules issued for the
purpose;

(6) that railway lands which are not exclusively used for agri­
cultural purposes and are not occupied by or adjacent and
appurtenant to buildings are assessed to tax in accordance
with the relevant statutory rules;

(7) that the water tax collected from the railway administration
is in accordance with the proportion fixed by the Govern­
ment;

(B) that in the case of a military building the present cost of
erecting the building and the amount to be deducted from
such cost on account of depreciation have been worked out
by the competent authorities; .

(9) that the annual value, capital value or the .rate of tax on
the basis of rent are correctly calculated wIth reference to

. .' the relevant section of the Act;

(10) that exemptions are granted only in cases authorised under
. the Act;

(11) that in the case of holding tax levied on lands the ~aximum

rates fixed by Government for assessment on a baSIS other
than the annual value have not been exceeded;

(12) that the railway lands are not assessed on their capital value
but on their annual value only;

(13) that the valuation of Government vacant lands is fixed as
...... per provisions in the Act.

20. Demand Register.-Demand.-(a) See that the tax is cor­
rectly stated and vouched for by prorper authority (section 115 of
the Municipal Act).

(b) See with reference to the Building Petition Register that
all new and improved holdings have be~n promptly assessed.

(c) See that the original demand is signed ~s require~ 1?~ the Act
and that the mutations of assessment are also sIgned and InItialled.

(d) Trace the totals of the Mut~~ion Registers .into the ADstra~t
totals of demand, verifying the addItions. substractlOns, etc., both m
the abstract and in the Mutation Register.

The demand thus verified can be ac<;.epted; but the Auditor must
bring promptly to notice any part~cular inst~nce in which the Mu­
nicipal authorities have been lax m controllmg the demand.

The register should be examined to see-

(1) that general revision is made once in five years as requ.ired
by the Act and that, when it is made. the rules prescnbed
for the same have been observed;

(2) that the total demand has been worked out at the begin­
ning of the half year and .agreed with the d~mand of the
previous year, after allowmg for th,e alter~tIOns made dur­
ing the years as shown in the mutatIOn regIster. If a general
revision has been given effect to during the year, the total
demand should be verified with the totals of the assessment
lists and the alterations as shown in the mutation register;

(3) that" the demand registers are written up in time and the
demand notices issued in time;
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(4) that warrant numbers are' noted in the ai):>propriate column,
and. the balances are correctly carried forward to the arrear

• demand register; and

(5) that the total demand and arrear demand as shown in the
. abstracts at the end' of the registers are written both in

words and figures and' certified to by the Executive Autho­
rity after reconciliation with the assessment list, mutation
register or the demand or the arrear demand register of the
previous year, as the case may be.

21. Pilgrim Tax.-Pilgrim tax can be levied only with the sanc­
tion of the State Government and the Government of India. The
tax is collected by means of a surcharge on fares by the administra­
tion of the railway by which the passengers are carried. The tax after
deducting the cost of collectIon, charges for printing tickets, etc.,
is credited to the Municipal Fund (Lodging House Fund) by the
railway administration. It should be seen in audit-

(i) that in cases where pilgrim tax is levied for a specified period
necessary notification is published as require.d by the Act;

(ii) that the statement of the collection made. by the railway
company for the entire period covered by the notification is
forthcoming;

(iii) that the calculation of the amount shown as collected with
reference to the number of tickets is correct;

(iv) that the percentage of ·collection charges deducted is at the
prescribed rate; and

(v) that the net amount payable is arithmetically correct and
has been credited to the accounts of the municipal council
within two months after the expiry of the month in case
the tax is levied throughout the year and within two months
after the expiry of the period if the tax is levied only for
a specified period in a year.

.22. Mutation Register.-It should be seen-

(1) that all permanent changes made in the assessments of build­
ings, land, lighting, water and drainage, scavenging, and
other taxes have been recorded in this register with refer­
ence to the register of revision petitions. appeals, notices of
demolition and construction and monthly lists of outdoor
subordinates;

(2) that the demand has been reconciled in the manner laid
down in this behalf after making (lue provision for the
mut~tion made in the year affecting the assessments.

23. Register of Revision Petition.-It should be seen-

(i) that the entries of revision petitions received are in chrono­
logical order;

(ii) that whenever a revision of the assessment is authorised,
the 'revision petition was submitted in time in accordance
with rules framed under the Act and· admitted only if the
conditi.ops &et forth therein have been fulfilled;

. ~... - .

(iii) that the orders are recorded in the register by the Exceutive
Authority himself; . .

(iv) that whenever alterations have been. sancti~ned, they h~ve
been made either in the assessment lIsts or m the mutatlon
regIster and the demand register; .

(v) that there are no unusual delays in tI:t=: disposal of these p~ti­
tions and that the undisposed of petltrons have been earned
forward to the next year's register; and

(vi) that the power to dispose of, under c.ules framed .under the
Act the petitions of revision' of holdmg tax receIved has
not 'been delegated by the Board to any officer or servant of
the Board for short periods.

24. Register of Vaca y Remissions.-I~tructions regarding the
procedure for the grant f va~ancy remission are dealt with under
'refunds'.

25. Register of Writes-off and temporar.y Remissions-It should
be seen-

(i) that all remissions excluding vacancy: remis~ions granted
otherwise than on appeal and all w!'Itten-off Items are re­
corded in t{ris register and necessary particulars are record-ed
in the minutes book;

(ii) that remissions or writes-off have been sanctioned by the
competent authority;

(iii) that there are no irregular remISSIOns or writes-off; and
NOTE.-It is irregular to write-off taxes for a year when they are collected for subsequen t

period and without proper scrutiny of lists by a responsible person.

(iv) that in the case of taxes and fees written-off on account of
their not being recovered, adequate action has been taken to
collect the amounts before the items became time-barred.

NOTE.-Auditors should check the entries in the remission register with the remission
lists and orders, trace them .into the Demand and Collection Register just like entries of
mutation and check totals.

20. Remission on account of demolition or destruction of build­
ings.-The main points to be examined are-

(i) that it is seen from the notice of demolition that the build­
ing has been completely demolished or destroyed;

(ii) that necessary entries have been made in the mutation re­
gister;

(iii) that remission is granted in respect of buildings only in
cases where the notice referred to above was given within
the prescribed time; and
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(iv) that refunds made have been noted in the demand register
against the item concerned.

27. Remission on account of inclusion in or exclusion from the
Municipality of particular areas.-It should be seen-

(i) that when a fresh area is included within a municipality the
owner of every building or land in such area is granted a
remission as admissible under rules; and

(Ii) that when an area is excluded from a municipality remis­
s'ion of the holding tax is granted only when such date falls
within the prescribed time.

28. Register of Hand Demand Register issued.-It should be
seen- .

(i) that all hand demand registers entrusted to tax collectors
for collection are entered in the register, the date of issue
is noted and the initials of the tax collectors are obtained;

(ii) that whenever ~Re hand demand registers are returned to
the office, the date of their return is noted; and.

(iii) that too many hand demana registers are not entrusted to tax
collectors at the-same time and fresh books ~re issued onlv
after the books previously issued have been returned. -

29. Chalan Register.-(a) This register shlJulrl be examined tG
see-

(i) that separate Daily Collection registers are maintained for
entering the different kinds of taxes, such as holding tax
and profession tax co1{ected by tax collectors and remitted
by them into the municipal office; and

<-_I that the remittance of each tax collector is attested both
by the Dax Daroga and the Cashier.

(b) In addition to the checks prescribed in sub-paragraph (a) the
Daily Collection Register relating to holding tax should be further
examined to see that only the aggregate amount of tax of each as­
sessment is posted in the register in the column 'Arrear' or 'Current'
as the case may 'be, that daily totals are struck, that an abstract of
daily totals is made at the end of the month and that the monthly
total tallied with the 'Collections' column for the month in the abs­
tract in the arrear and current demand registers.

30. Register of Warrants.-It should be seen-
(i) that warrants have been prepared and issued and the register

of warrants maintained in accordance with the instructions
in this behalf;

[

NOTE.-vVarrants should be executed promptly. Warrants remaining unexecuted for
more than thirty days should be noticed in audit.

(ii) that all warrants issued have been duly entered in the re­
gister and the last entry therein under each tax has been at-
tested by the Executive Authority;

•

(iii) that the number of each. warrant has bee~ noted against
the corresponding number m the demand regIster;

(iv) that an abstract of the number and the value of all warrants
has been prepared in the register at the end of the year
and the total demand certified to over the signature of the
Executive Authority; and

NOTE.-The total collection according to the abstract should be verified with that in the
posting register.

(V) that fees on warrants on~e issue9. have been collected or
written off with the sanctIOn of the Board.

31. Register of Distrained .Property (Form at P /26 of Munici­
pal Account Rules-Recovery of Taxes).-It should be examined to
see-

(i) that the register is properly maintained (sec. 134 of the
Act) and that carts and carriages seized under section 124
of the Act are also entered in this register;

(in that the distraint fees have been correctly calculated in
accordance with the scale fixed by the boarq and that the
total collections of distraint fees agree with those in the
posting regis

(iii) that a list of property distrained is made out in each case
and the foil of inventory furnish.ed to the party;

'(iv) that the signature of the party is taken in the register when
the property is returned to the owner;

(v) that there is no undue delay in the disposal of distrained
property; and

(vi) that the surplus sale-procee<;Is, if a~y,. are credited; to .de­
posits and if they are not claImed wlthm the prescnbed b!ll.e
from the date of the sale, they are credited to the mumCl-
pal funds. .

oTE.-Auditors should trace credits with reference to columns 8,10 and 12, verify with
vouchers the payments mentioned in columns 13 and 14, trace further credits or orders for
writing-off in columns 14 and 18 and check column 16.

32. Regisier of Licences issued for the construction or recons­
truction of buildings.-It should be seen-

(i) that it is a complete record of all the licences issued under
this class; .

(ii) that extracts from the register are furnished to the out-.door
officers for reporting the date of completion or occupatIOn;

(iii) that the extracts bear evidence of periodical inspection of
the buildings :

(iv) that the dates of completion or occupation are noted in
them and that they are reported to the Municipal Office for
necessary action;
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(v) that there is evidence of the register having been checked by
the Executive Authority; and

(vi) that if thE7 b.uildings have not been constructed or recons­
tructed wlthm the time fixed in the licences. licences have
been renewed.

33. VehicLe and Animal and Cart-tax Demand Registers.-It
should be seen-

(i) th~t the rate of levy of the taxes has not exceeded the ma­
XImum fixed by the Act and that the taxes collected are in
accordance with the rates so fixed;

(ii) that the total amount represented by the counterfoils of li­
cences issued have been brought to account;

NOTE.-T~e total number of each kind oflicenc~ issued should be counted and multiplied
by .the rate prmted thereon, after allowmg for duplIcate hcences, licences issued on collecting
~01ety of the tax, et.c., If any. To thIs total should be added the amounts realised on special
lIcences as r~corded m a separate parl of the collection registers. It should be remembered'
t~at all specIal w~rr~nts should b~ exami.ned in de~ail. The grand total should then be agreed
wIth that appearIng m the collectIon regISters and ill the posting register.

(iii) that licences issued have been recorded in the collection re­
gIsters in chronological order, the collection on account of
current: and ~rrear and those on special licences for the
respectIve penods being noted in separate parts;

(iv) that li~ences have been issued for the number of vehicles
1 ammals mentioned in the schedules submitted by parties;

lV) ~hat lists have been received, that the numbers of licences
Issued have been duly noted in them and the outstanding
balances have been transferred to the arrear demand regis­
tel';

lvi) .that the asses~ments reported have been duly incorpora'ted
m the yearly 11sts, that the lists have been totalled and the
t~tal deman.d certified to over the si.gnature of the Execu­
tIve Authonty;

(vii) that the yearly lists bear evidence of scrutiny at the hands
of the Executive Authori~J: <:>r. an officer deputed by him
and th~t reasons for omlss~ons m the yearly list for vehicle
and ammal taxes are noted m the omission list·,

(viii) that in cases . where parties do not take out licences, re­
ports are recelVe.d from the out-door subordinates and the
procedure prescnbed for the issue of and notices for pay­
:nent under the Act and for the issue of special warrants
IS followed;

(ix) that the special warrants issued are noted in the yearly list
or the arrear demand registers against the assessments con­
cer?ed .and a~l the outstanding ones are available for verifi­
catIon m audit; and

. J

(x) that the procedure prescribed for the coll.ection of the. tax
has been followed in respect of ca~ts, carnages a?d. amma~s
coming from outside municipal limIts and used wIthm mum-
cipal limits. .

34. Qffensive and Dangerous Trades-Licences.-It should be

seen- .
(i) that when the municipality is notified for t~e fir~t time a

place should not be used for a purpo~e specIfie~ m the Act
without a licence issued by the executIve authonty and that
due publicity is given to it as required by the Act;

(ii) that when the licensing provIsions are extended to areas out­
side the Municipality the previous sanction of the competent
authority is taken;

(iii) that when proportionate fee~ are. recovered there is. pro­
vision for the same in the notIficatIOn and th~t the penod is
specifically mentioned in the application for licences;

(iv) that licences are not issued for any period beyond the end
of the year;

(v) that permission of the board is obtained for const~cting.or
establishing any.factory, workshop 01' workplace m whIch
it is proposed to employ steam power, water 'power .01' other
mechanical power or electrical power o~ to mstal II! any
premises any machinery 01' manufacturmg plant dnven by
steam water or other power and that the fees fixed by the
Board for the purpose are collected;

(vi) that the places of the kind referred to ~bove are reported
by the out-door officers in their monthly 11sts.

After completing the above preliminary checks all the .chalans
'teceived with the application for licence should be. checked ~Ith the
counterfoils of licences and the entries in the regIster of mIscellane­
ous licences. In the course of this check it should be seen-

(1) that lists of places where industries or tr~des re~uiring li­
cence are obtained from out-door officers ImmedIately after
the commencement of the year, that the reports of persons..
who have not taken out the requisite licences are regularly re­
ceived that all the items in the latter are included in the an­
nual lists and that the numbers of licences issued are duly
noted in them;

(2) that applications for licences are forthcoming and are sepa­
rately filed in consecutive order;

(3) that where fees are calculated with reference to dimensIOn!'.
or other fluctuating data, such as in the case o~ platforms~
the correctness of the dimensions has been venfied by th.e
executive authority or other responsible officer and that the 11­
cences contain sufficient details to check the correctness of
the fees levied; -
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35. Vehicle and animal tax and fees for dangerous and offensive
trades are ~ayable by parties into the municipal treasury.

The following points should be examined during check of col­
lection under this system :-

(i) that the out-doo~ subordinates ~ntrus.ted with the c~llection
are furnished wIth a duly certIfied hst of persons hable to,

.vehicle and animal tax or to take out licences for dangerous.
cmd offensive trades;

(ii) that the out-door subordinate has issued the first foil of
the receipt as soon as an item of tax or fee is collected and
has entered the amount collected in the Daily Collection Re­
gister, Demand Register and the list;

(iii) that the outdoor subordinates attend the municipal office
every day, enter the collections in a separate Daily Collec­
tion register maintained for the purpose, prepare a chalan
and after getting these documents checked by the tax or
licence clerk tender the amount to the Cashier;

(iv) that the licence is forwarded to the party direct from the
Municipal Office through a local delivery peon;

(v) that a stoc account of receipt books is maintained;

(vi) that the issue of receipt books is watched in the register of
bills issued; and

(vii) that the executive authority or Tax Daroga has verified the
register with the counterfoils of foils issued to parties.

36. Miscellaneous Demand Register.-This register should be
checked in connection with the audit of leases. In addition to the
checks prescribed therein the following checks should be exercised
when examining this register :~

(1) that all items of revenue framed out and payable in fixed
instalments are recorded therein;

(2) that the cQllections agree with those in the posting regis­
ter;

(3) that all contributions and grants due from Government. local
bodies or private bodies and miscellaneous items such as­
land-cess, ground rent, collection charges for entertainment
tax, costs awarded in suits, sales tax, etc., are recorded in
this register and the recovery watched;

(4) that balances in the register of both instalmeni8 ana- penal
interest after the close of the year have been transferred to>
the register of the next year;

(5) that adequate action has been taken for the recovery of lease
and other amounts within the period of limitation; and

(6) that a demand, collection and balance statement has beeR
warted out in the register o'/er the signature of the ExecUlr
tive Authority.
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(12) that the collections made by the Magistrates are noted in
the annual list. and miscellaneous licence register or arrear
demand register as the case may be. For this purpose, the
statements received from the Magistra',es should be called
for and cnecked both with the Prosecution Register and the
registers r€ferred to above; and

(4) that in the case of licences, fees are calculated at the rates
and on the basis laid down in the rules framed under the
Act;

(Q) that the rate at which fees are collected is in accordance
~ith the rate in the no~ifi~ation published by the :U:unicipa­
hty and that the descnptIOn of the trade or industry cor­
responds with the items in the notification under which the
t~ade ?r industry is classed. If it has not been correctly clas­
sIfied It should be pointed out in the objection statement and
recovery of deficit, if any, suggested;

{6) that all persons assessed to profession tax on income derived
from carrying on any trade or industry for which licence
is required have taken out licence for such trade or indus­
try;

(7) that the fee collected on each licence has been recorded in
the register of miscellaneous licf-nces in chronological order;

<8) that the number of the licence is noted in the annual list and
that the licence is issued in all cases;

(10) that miscellaneous licence books issued from stock have
been accounted for by way of used or unused .books;

(13) that proportionate licence fees payable, if any, to other lo­
cal bodies have been correctly calculated and paid and that
the amounts due, if any, from other local bodies have been
correctly calculated and recovered.

{ll) that the balanc" outstanding in the annual list are trans­
ferred to the a, ar demand register and that a demand, ·col­
lection and balance statement is worked out in the annual
list;

NOTE.-In the case of all receipts arising out of the issue of different forms of licences
the Auditor must trace the totals of the particular Collection Register into the Cashier's Cash
'Book and should note the total receipts from such licences shown in the Abstract Register
<>f Receipts. In the case of licences of fixed value the amount due can be ascertained at once
by taking stock of the forms in hand and seeing from the stock register what the issues have been
.and what was the opening balance. The amount due as ascertained from the tickets should
.agree with the amount found to have been received actually. Where the value oflicences varies
the counterfoils must be compared with the entries in the Collection Register and the daily
totals traced into the Cashier's Cash Book.
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37. Register of Miscellaneous Receipts.-All miscellaneous items
of revenue which are collected on mis<:ellaneous receipts such as
rent of lands, buildings, choultries markets, sale-proceeds of lands,
buildings, produce of land and gardens, old materials, nightsoil, in­
terest on investment, contributions, deposits, recoveries of advances,
search fees, fees for duplicate licences, etc., are entered in this
register. All the counterfoils of miscellaneous receipts issued to
parties for the whole period under audit should be traced into this
register and the miscellaneous demand register as well as in the
several subsidiary accounts that may be maintained for particular
classes of revenues such as register of deposits and advances, regis­
ter of miscellaneous sales, personal ledger, register of investments,
etc., chalans for payments into the municipal office should also be
checked. The following are the points which should be kept in
view in the course of the check :-

(i) That the amounts due as ascertained from sale list or other
records have been realized;

(ii) that there are no undue delays in realising the amounts due
or in crediting them;

Oii) that counterfoil receipts have been invariably granted for
all miscellaneous receipts;

~iv) that the amounts credited are correct with reference to the
counterfoils of receipts granted and the chalans; and

(v) that monthly and progressive totals have been made in the
register.

NOTE-The correctness of the totals should be checked.

38. Register of Miscellaneous Sales.-It should be seen-

(i) that all miscellaneous sales, such as avenue loppings, old ma­
terials, sweepings,etc., other than cases in which contract
agreements are taken find place in this register;

(ii) that set>arate pages have been set apart for each class of
revenue and the necessary entries have been made as soon as
necessary orders are issued for sale;

(iii) that sales have been generally conducted by public auc­
tion;

(iv) that pre-payment has been generally insisted upon in all
cases and that articles sold have not been removed before
payment;

(v) that receipts have been granted for all sale-proceeds;

(vi) that the sales were held by and approved by competent au­
thority;

(vii) that the total collection on account of each class of revenu.e
agrees with that noted in the register of miscellaneous re­
ceipts; and

. /

(viii) that the items of sales pending and the sale-proceeds not
collected within the close of the year have been transferred
to the register of the next year.

39. Register of Revenue-yielding properties.-This register should
be examined with a view to seeing that the income from all revenue-

... vielding. 2roperties· belonging to the municipality or from o.ther sour­
ces have "been duly and correctly realised. If any property from
which income is regularly derived is found omitted from the register,
the auditor should hImself get the same entered in the register. With
regard to rents of buildings and lands it should be seen-

(i) that all buildings and lands owned by municipal board and
from which income is derived or can be derived are entered
m the register;

(ii) that when any land or building entered in this register is
removed, the orders of competent authority are noted against
the entry of such removal;

(iii) that standard rents fixed for buildings are altered with the
s~nction of competent authority; -

(iv) that with referen to payment vouchers or other records
changes in the en ries and additional entries are made as and
when additions or improvements to existing properties are
made; and ..

(v) that when standard rent is not recovered for anv residential
building the reasons for charging a different rate are noted
against the item concerned.

40. Excess Water charges.-The following points should be noti­
.ced in audit :-

(i) that the Municipality has framed bye-laws;

(ii) that the charges fer excess water consumption or for the
number of taps have been correctly calculated in accordance
with the conditions and rates fixed in the bye-laws;

(iii) that the meters have been read at approximately one
month's interval and entries made in the water meter
cards;

NOTE.-The excess water consumption as recorded and read in any month should not be
.adjuSted towards the short consumption in any other month.

(iv) that there has been no delay in transmitting to the munici­
pal office in 'convenient batches, the meter readings for entry
in the meter ledger; that there has been no undue delay in
the issue of miscellaneous bills for the number of taps (if the
tap rate system is in force) or for excess water charges, meter
rents and· meter maintenance charges;

(v) that prompt steps have been taken to collect the dues by
adopting wherever necessary, the coercive process laid down
in the Act and made applicable to the collection of these dues
by sections 124 to 126 of the Act and that in all cases of default
the supply has been cut off promptly as laid down in the Act;
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(vi) that when the annual valu f '.
sion petition or appeal th~ 0 ~ro.!?ertIes lfs reduced on reVI­

suitably reduced" aXlmum ree allowance is
,

(vii) that when the bye-laws prescribed .
supplied for building construction a~ds~~clal fee .for water

such fee is correctly calculated and colle~~:ds.peclal purposes

.NOT~.-The licence issued for building constructi h '..

see If any of the owners utilized water from th . ~n ~ oUl.d be exammed wIth a view to>

at the special rate, if any, were levied and COlle~t:~~~~~tl~amsand if the charges for water-

(viii) t~at the house service register and th
cnbed have been kept up to daLe 'th e fmeter ledger pres­

and adjustment vouchers for 0;en71 re erence t~ payment

nections or additional taps and 'f nf ~ew conne~tlOn recon­
ply; or c osmg or cuttmg off sup-

(ix) that the demands for excess water h
meter maintenance charges as th c arges, under rents and

house-service connections witho~tcase rr;~y be, for all the

the meter ledger and demand re' excep lOn\ are found in

of excess water supply and th ~~~fer for. charges on account

and that the arrears outstandi~g ~t ~hare l~sued every month

been brought forward to an arrear de~~~d~~ tfe year have ~
. NOTJlS.-( I) The process of check laid down ~ g ster.

bIlls under taxes will apply here also. or the check of collection and of outstanding

(2) It is enough if the correctness of demand is che k d ~
c e or two selected months in a year_

41. Income from Endowments.-It should b- e seen-·

(i) that a record of the history of each d .
the municipal office; en owment IS kept in:

(ii) ht at the revenue due in rtf
perly watched and prom;~f;cre~liz~~C.hendowment is pro·-

(iii) that the income. and expenditure in ;es ect of
ment are noted m the appropriation reetIster each endow-

(iv) that the surplus balances of end 0 •

vested in any of the authorised °fwments
f

are ~r?mptly in­
orms 0 secuntIes'

(v) that the expenditure incurred is on the auth . d' b'
onse a ]ects.

. 4? Register of Prosecution.-It should b
IS wntten up completely, that the calendar e s~en that the register

the orders of the court are noted in II or SUIt number as well as

or f~es collected is noted from thea t Ctses, that t~e amount of tax

MagIstrates and the credit appearin s. a ement receIved from the­

case of any abnormal delay in th l m the pass book, that in the

cause of pendency is ascertained a~d ItS[~tS~~of az:y prosecution, the­

of check at the hands of the Executiv A the n~glster bears evidencu

e u onty. ~

43. Register of encroachments -It should b
. . e seen-

(J) that all encroachments notIce and
the register; reported are entered in

(ii) that prompt steps have been taken to evict all objectionable

encroachments;

(iii) that in the case of unobjectionable encroachments fees all

the scale laid down by the council are recovered;

(iv) that no encroachment is allowed without the sanction of

. the Board; and

(v) that the fees recoverable in respect of unobjectionable en­

croachments are noted in the miscellaneous demand register

and are collected by means of miscellaneDus bills.

NOTE.-Long pendency in the disposal of encroachments should be brought to notice

in the audit report.

44. Miscellaneous Bill Register.-This register will have been

checked under the process of check laid down for verification of

outstanding hills. It should be seen-

(i) that all transactions relating to miscellaneous dues for which

miscellaneous bills ar issued have been recorded in this re­

gister;

(ii) that the total collections according to this register agree with

those in the chalan register for miscellaneous revenue col­

lected by bills and the posting register; and

(iii) that the outstandings at the close of the year are supported

by uncollected bills.

45. Government grants.-The correctness of the Government

grants due and received by the municipal board should be verified

as indicated below against each kind of grant :-

(1) Grant-in-aid for general resources.-The Government Order

sanctioning the grant should be referred to in this connection to see

- that the grant sanctioned was credited and that it was utilized for

the 'tJurpose Jor which it was sanctioned.

(2) Grant for the maintenance of roads.-Grants have been fully

spent for the purpose for which they were received.

(3) Special Schools, Maintenance ~rant.-It should be seen that

the amount drawn is in accordance with the sanction order.

(4) Public libraries.-It should be seen that the conditions pre~

cribed in the sanction -order have been observed.

- / (5) Medical relief.-The authorisation of the Accountant General

and the statement of expenditure should be verified in this connec­

tion. All items of expenditure incurred may be taken into account.

(6) Grant for maintaining maternity and child welfare centres.­

It should be seen that the conditions prescribed in the sanctioning

order have been fulfilled.

(7) Grants towards elementary education.-As above.

8-8 A. G. Bihar/57
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(8) Special non-recurring grants.-Municipal Boards are erm'
t~d tC?t~~a~~hesegra?ts pr~:rv.ided that the full grant drawn is £sbu:~=
:nc:'\o Ifhe ~e~fs~~~n~e~ntt~~~d l:~i~;;a;~~p~:e.checked with refer-

. d 46. Maflisterial Fines.-Fines levied by Magistrates and collect­
e are cre~~ted to the State Funds in the first instance Subsequently
countervallmg grant is allowed to Govprnment Th' . t 'th t f ,,' e recelp and

h
e correc ness. 0 . the grant should be verified with reference t

t e order sanctIOnmg the grants. 0

~7. Expenditure.-General.-Before the audit of the paid vouch
erbs

t
~s cdommdenkced, the following records and registers should b;

o ame an ept ready :-

(1) Bundles of vouchers.

- (2) Cash Book, Subsidiary Cash Book and monthly and quart -
ly accounts. er

(3) Cheque Books and Pass Book.

(4) Register of bills for payment.

(5) Audit Register.

(6) Register of advances, and quarterly list of advances.

(7) Register of deposits and quarterly list of deposits.

(8) Register of Government gra·nts.

(9) Estimates, agreements, etc.

(10) Contractor's ledger, Personal ledger.

(11) Schedule of rates.

(12) RegistE;r of works.

'(13) Road Metal statements.

(14) Measurement Book.

(15) Register of appeals.

(16) Register of vacancy remissions.

(17) Register of loans.
,

(18) Register of investments.

!19) Appropriation register of loans and endowments.

~20) Inventory of immovable property.

(21) Register of sllits.

(22) Register of tools and plant, etc.

(23) Stock account of forms.

(24) Stock register of stationery. ..

/

(25) Stock register of lighting articles.

(26) Oil account.
(27) Stock Register of livestock.
(28) Stock account of water-works materials and stores.

(?9) Stock account of fodder.

(30) Register of sinking funds.
(31) Security register of municipal employees, lessees and

others.
(32) Register of service books of employees.. .
(33) Service Registers.
(34) Postage and. Revenue Stamp account.

(35) Minutes book for the year under audit.

(36) Budget statement.

(37) Order Book.'

(38) Provid t Fund Accounts­
(a) Provident Fund vouchers.
(b) Abstract Register.
(c) Register of temporary withdrawals.
(d) Register of policies.
(e) Register of Life Assurance Premia.
(f) Register of subscribers.

_ (g) Provident Fund ledger.
(h) Annual account of Provident Fund subscriber.

48. The vouchers should be required to be sorted for the period
of audit into establishment, Public Works, contingencies, refunds,
etc., the vouchers of a particular nature and relating to a particular
establishment being put together. Each class of vouchers apper­
taining to each department should then be taken up for audit and
examined before another department is taken up.

After the establishment and contingent vouchers have been au­
dited, th.e Public Works vouchers may be taken up. They should be
arranged in the order of works, vouchers relating to each work being
put together by the office with the estimates, contract agreements,
measurement books with their pages marked: etc.

The following are the general points on which objections should
be raised whenever necessary :-

(a) Want of vouchers, sub-vouchers and payees' receipts or ac­
knowledgements, stamped where necessary.

(b) Payments made, without proper authority, to persons other
than the rightful payees.
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(c) Excess payments.
(d) Objectionable charges.

(e) Illegal payments and want of competent sanction for char-
ges.

(f) Losses.

(g) Amounts collected and not brought to account..
(h) Wasteful expenditure. .
(i) Advances wrongly or unnecessarily made.
(j) Advances wrongly charged off to service head direct.
(k) Want of or defects in-

(i) Check measurement certificates.
(ii) Disbursement certificates.
(iii) Other certificates.

(iv) Countersignatures.
(v) Pass orders.
(vi) Paid endorsements.

49. The auditor should be careful in all cases to see that the
audit checks are applied according to the spirit of the rules, and
not the letter as opposed to the spirit and in accordance with the
general principles enunciated in Chapters I and II.

The following are the chief points to be looked into in the course
of the audit of charges :-

(a) that the expenditure, is permissible under the Act, or niles
framed thereunder, is not opposed to any orders of Govern­
ment, special or general, and has been Erovided for either
in the year's budget, or by subsequent allotment of funds;

(b) that a sanction for a fresh charge which ha", not been acteq
upon for a year has been treated as lapsed unless it has
been specifically renewed;

NOTE.-This does not apply to sanctions accorded for pay and allowances and for works
iJl progress.

(bb) that the order of the executive authority has been obtain­
ed to the payment of a claim (other than one relating to
any officer or servant of the municipal board referred to in
the note) where the bill in respect thereof ~as .. pr~sented .
more than six months but not more than one year, from the
date on which the claim became due and that the order of
the muricipal board has been obtainitci to the payment of
such a bill presented more than one year from the date on
which the claim became due;

(c) that the municipal board has not exceeded its power in sanc­
tioning allotments and transfers;

(d) that the vouchers have been correctly prepared in accord­
ance with the rules and with all the certificates duly signed
and duly passed for payment by the Executive Authority or

/

other person duly authorized in that behalf, and that they
have been placed before the board either before or after
payment;

(e) that the totals of vouchers are noted in words as well as
in figures;

(f) that receipts for all sums in excess of Rs. 20 are duly stamp­
ed except in cases exempted; .

(g) that there are no erasures, and that any alterations are at­
tested by the officer or party concerned, as the case may be;

(h) that no member of the board has any interest in any subsist­
ing contract made with, or. work being done for, the board
except as a share-holder in a company; and

(i) that all the liabilities are cleared promptly specially those.
relating to Government.

50. Audit Procedure.-After the vouchers are audited they should
be traced into the posting register and the entries in the latter ini­
tialled and missing vouchers called for at once. If not forthcoming,
summons should be issued for their production in accordance with
the standing instructions. The classification of the charges as reo
corded on the vouchers should also be examined. Whenever sanction
of the board is quoted in support of an eXipenditure, the auditor
should verify the sanction in the minutes book.

NOTE.-The posting register should be kept in a bureau or drawer of the Municipal Office
the key of which should be with the auditor. After the vouchers have all been traced into the
register, the total checked and the account verifi,::d, the posting register may be handed over
to the municipal office.

51. Establishment Bills.-General.-It should be seen in audit
that the strength and scales as fixed by the competent authority are
altered only with the ~anction of that authority.

52. The sanotioned scale for the different establishments as re­
corded in the Establishment Audit Register should, during the
audit of bills for April, be examined with reference to the sanction­
ed scale of the previous year and any subsequent alterations sanc­
tioned during the currency of the year. The register should be
initialled by the auditor, corrections, if necessary being made by
him.

53. The bills should then be audited on the lines indicated with
special reference to the following points:-

(i) that appointments are made of persons with requisite quali­
fications as prescribed.

(ii) that in the case of Government servants lent to the muni­
cipality deductions on account of pensionary and leave sa­
lary contributions are duly made and credited into the trea­
sury;

NOTEs-(i) The correctness of the amount paid should be verified with reference to the
advice of the Accountant General intimating the rate and amount payable.

(ii) the receipted treasury chalan in support of the payment should be verified.
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(iii) that when the amounts drawn on bills are paid in instalments
as is sometimes done in the case of certain sections of the
municipal establishment, the disbursements made from time to
time are properly recorded on the bills, with the date on
which they are made;

NOTE.-The several amounts so noted should be traced into the petty cash book and the
auditor should satisfy himself that the bill has been either paid in full or that the balance, if
any, has been refunded.

(iv) that in the case of supplemental bills the amounts are really
due and have not been disbursed before. This should be veri­
fied by !'eference to the original bills in which the amounts
were withheld or refunded and it should be seen whether the
numbers and dates of the subsequent biils have been quoted
in t!1e original bills ;

NOTE.-It should be seen that the claim of an officer or servant of a municipal board for
arrears of pay, allowances or increments of pay which has been alllowed to remain in abeyance
has, before payment, been investigated by the executive authority.

(V) that temporary estaclishments are separately billed for and
are covered by the sanction of the competent authority which
should be verified;

NOTE.-To facilitate reference, the municipal office should be instructed to quote all
such sanctions on the bills themselves.

(vi) that pay and acting allowances are separately shown and that
the names of all persons on leave, suspension or deputation,
as well as those holding acting appointments are entered both
in the bills and in the leave statements apperfaining thereto;

(vii) that the leave and acting allowances drawn are admissible
under the rules ;

~viii) that, in the case of fixed conveyance allowances. certificates of
actual maintenance of the conveyances, etc., have been fur­
nished;

'ix) that cut in salaries of establishment is imposed only with the
sanction of competent authority.

(x) that overtime allowance is paid only to casual employees like
mechanics, et9., paid on daily wages and not to perman.ent
servants;

(xi) that overtime allowance of water-works staff who are paid
monthly wages are granted with the prior sanction of the
water board;

(xii) that rent at the approved rates is collected from employees
who are allowed to occupy municipal buildings; and

(xiii) that the payment of special pay to a stenographer in munici­
pality is in accordance with the orders.

54. Travelling Allowance Bills.-It should be seen-
(a) that the allowances paid are admissible against municipal

funds under the rqles in force;
(b) that the allowances are· regulated by the provisions of the

Travelling Allowances Rules or any special rules or orders
·s.sued..hy Government;

(c) that the distances for which mileage is claimed are correct
as far as can be ascertained, and that railway fare, etc., is
properly calculated; and

(d) that the bills have been duly countersigned, where neces­
sary, and are otherwise in order.

55. rontingencies and Special charges.-It should be seen-
(a) that special or unusual charges are supported by competen~

sanction;

(b) that the budget allotment has not been exceeded;

(c) that the several sub-vouchers and receipts are all forthcom­
ing where necessary; and

(d) that sub-vouchers have been duly cancelled so as to prevent
their fraudulent USe again.

56. The following special points should also be noted in connec­
tion with the charges falling under the several heads mentioned
below:-

(a) Tools and Plant.-The purchases should be traced into the
register of tools and plant.

(b) Midwifery Outfit.-It should be seen-that midwifery out­
fits, drugs, medicines or other equipment required for midwives work­
ing in dispensaries or child-welfare centres have been obtained from
the approved stores and in cases where the Depot is unable to
supply the indents placed with them or when these articles are
urgently required they have been purchased locally without calling
for tenders subject to the monetary limits as prescribed by the
Board.

(c) Exhibitions and fairs.-(i) Exhibitions and fairs are either (a)
run by Municipal Board or (b) those in which municipal board have
considerable interest and for holding which money is advanced by
municipal boards though the actual management is wholly or in
part entrusted to a separate committee consisting entirely or only
partly of municipal commissioners or (c) those in which municipal
.boards are interested but to which they make only a contribution.
The transactions relating to fairs and exhibitions referred to in items
(a) and (b) should pass through the amounts of municipal boards
concerned in the first instance under "Deposit and Advances" sub­
ject to the adjustment to the regular head after the closing of the
final accounts of the exhibition. These accounts should be audited
in the same way as other municipal transactions and the irregulari­
ties noticed should be communicated to the municipal board' con­
cerned for rectification. The accounts of exhibits and fairs referred
to in item (c) should be audited in cases where contributions given
by municipal boards are with reference to receipts and expenditure
of the exhibition or fair. In cases where the contributions are paid
unconditionally the accounts of the exhibition or fair need not be
audited.
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The process of audit would depend upon the nature of transac­

tions recorded in the accounts.

(e) Supply oj uniforms, etc.-It should be seen that the sanction
of the munic~paJ board has been obtained to the expenditure on the
supply of umforms to peons. etc., and that the period of wear and
the scale and the maximum cost of supply on each occasion has been
fixed by the municipal board.

(f) P'lfrchase ,oj articles oj stationery, furniture, petrol, oil, etc.,
for pumpmg statwns jodder and other articles.-It should be seen-',

(i that the requirements for a year of articles such as station­
ery, furniture, oil, fodder, etc., are estimated be'fore the"
comm~ncen:ent of the year and the contract for the sUJpply
of artrcles IS s~ttled by the board or the contracts commit­
tee as the case may be on the basis of competitive tenders
when the cost of the estimated quantity exceeds the limit
fixed by the board with reference to the rules on the point.
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that the articles received have been entered in the appro­
priate stock regi~er and the issues are in accordance with
the scale of supply, if any, prescribed for the purpose; and

that the sanction of the board has been obtained even in
case of casual purchase of articles if quotations have been
obtained and orders placed on the basis of such quotations.

(g) -P;;'ichase oj books, maps, games articles and science articles
fOT educational institutions.-Regular tenders should be invited in
the case of books, maps and science articles required for use in
schools.

The orders of Government in the matter of annual contribution
for specified purposes should be kept in view while auditing payment
of contribution.

(k) Rewards for the destruction of dogs, venomous snakes, etc.­
These charges should be supported by a certificate of actual destruc­
tion from reliable authority. It should be seen that the rewards
paid do not exceed the rates prescribed by the municipal board.

(1) Expenditure oYl primary education.-The variou-s items of
expenditure connected with elementary education and the conditions
subject to which such expenditure can be incurred are specified by
Government from time to time. Items of expenditure connected
with elementary education and not covered by Government orders
require the specific sanction of Government.

(b) Government have prohibited expenditure on certain objects
from Municipal iFunds. It should be seen in audit that such char­
ges are not incurred and if incurred they have been incurred with
the specific sanction of Government. '

(j) Charges for numbering carts, etc.-It should be seen that the
charges incurred in this connection are not in excess of the fees re­
covered.

(h) Contribution.-Payment of contribution towards the expen­
ses of any public exhibition, ceremony or entertainment in the mu­
nicipality and contribution to any charitable fund is an extraordinary
item of expenditure and require the sanction of Government or the
authority to whom the power has been delegated.

(i) Unusual and extraordinary charges.-(a) It should be seen
in audit that unusual and recurring contingent charges have been
sanctioned by the board and extraordinary charges by the Govern­
ment or the authority to whom the power in this behalf has been
delegated.

NOTES.-(I) Purchase of books, furniture, facsimile stamp of the Commissioner, insurance
of municipal buildings are examples of unusual charges.

(2) Expenditure on the provision and maintenance of recreation centres, payment of
compensation due to accident caused to a private individual by a municipal lorry, etc., are
a few examples of charges held as extraordinary.

[CHAP. VIII
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(ii) If in respect of any fair or festival any tax or toll is levied
it should be seen in audit that the proceeds of tax or toll are spent
in the manner laid down.

(d) Law' charges.-It should be seen-

(i) that higher sanction, if any, needed under the rules has been
obtained in respect of any suit or legal ,proceedings;

(ii) that the sanction of co~petent authority has been obtained
.for payme.nt of .fees to pleaders or for incurring expenditure
In connectIOn wIth legal proceedings;

(iii) that the sanction of the Board has been obatined to the
rate of retaining fee paid to the standing counsel, if any;

(iv) that the sanction of the Board has been obtained to the
engagement of a lawyer other than the standing lawyer in
civil or criminal cases;

(v) that lump-sum 'advances to meet expenditure on su.its are not
made to pleaders and that such advances are restricted only
to the probable amount needed for\.each suit; ,

(vi) that the amount of expenditure on each suit as noted in the
recoupment bill of the permanent advance of the standing
counsel has been noted in the suit register against' the suit
concerned; and

(vii) that accounts are obtained at reguiar intervals from the
pleader in respect of advances obtained in connection with
suits and necessary adjustment effected.

NOTES.-;-( I) The details of amount of expenditure relating to different suits should be
entered agamst the relevant suits in the suits register.

{~) Advan~es to pleaders pending for over thr,ee years require special scrutiny and should
be pomted out m the audit report. ?
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62. Agreements.-It should be seen that written agreements hav.e
been entered into with the contractor for contracts and the quanh­
ties and rates are those appearing in the accepted tender.

60. Estimates.-It should be seen-

.(1) ''that rates in the estimates and the data sheets, if any, in
respect of rates provided in the estimate but whi<;:h are not
directly traceable into the schedule of rates are based on
the schedule of rates and the schedule.of rates for metal sup­
ply duly sanctioned by the board.

the rates are reasonable. If any rates are abnormally high,
the fact sh0uld be noted in the Audit Report. A comparison
with the rates allowed for the works by the District Board
or the Public Works Department for the same locality would
prove useful.

that where the lowest tender has been rejected for recorded
reasons the next lowest tender has been accepted unless ade­
quat gr~unds have been recorded for rejecting this tender
also; and

that in no case has a tender been accepted at other than the
rates specified in the tender.

(b)

(2)

(3)

(5)

(4)

that the estimates have received requisite sanctions;

that sanction to an estimate for any public work other than
annual maintenance has, unless such work has been com-
menced· ceased to be operative after· the period specified and
that it ~s not acted upon unless fresh sanction is obtained.

NOTES.-The sanction to ordinary annual,maintenance estim'ate will lapse on the last day
of the financial year to which it relates.

61. Tenders.-It should be seen-

(1) that open competitive tenders have been invited for all work"
estimated to cost more than Rs. 200 or so;

(2) that the rates quoted by different- tenders have been tabu­
lated and scrutinized by the authority competent to accept
the tenders;

(3) that the authority competent to accept the tenders has
accented only the lowest tender or reasons for the non-ac­
ceotimce of the lowest tender has been recorded;

NOTES.-( I) In cases of works financed who~l~ ~r in part by.Government, every case in
which the Public Works Committee or the MUlllClpal Board consIder that the lowest tender
should not be accepted, should be supported by full facts of the case along with the recommendll;'
tion of the Committee or Board as the case may be and suitable commlmts offered III the AudIt
Report where considered necessary.

(2) When single tenders at or below estimate rates are .rece~ved,~he Mu.nicipal Board 0
the Public Works Committee, as the case may be, may at ItS dIscretIOn reject such tenderr
and invite fresh tenders.

I

. (m) iPayment of land revenue.-A certificate to the efl'ect that
the l.a~ds for which land revenue is paid pelong to or vest in the
mUnIcIpal board, that t~e l~n~s are not eligible for exemption from
land revenue and that ]f elIgrble necessary action has been taken to
secure alienation of land revenue. The payment should be recorded
in the Register of Land and checked to prevent double payment.

57. Expenditure on Works.-The audit of Works Expenditure
consists of-

(1) the check of estimates;

(2) an examination of tender files;

(3) verification of sanctions to estimates and of selection of cOli­
tractors; and

(4) check of bills with the measurement books agreements me-
tal statements and contractors' ledger. ' . '

. 58. The genral. 'Principles of audit are contained in Chapter II.
The vouchers relatmg to works should be audited with reference to
the following' points :- -

(i) Orders ~egarding technical sanction, execution, inspection
and test-check m respect of works may be refened to in connection
with the audit of such works.

(ii) Orders regarding authorities who should check-measure those
works may be referred to in the audit of such works.

(iii) The following points should be looked into:­
(a) that no advances are made to contractors;

(b) tha~ the expenditure is duly re,corded where necessary in the
regrster of works, which should be examined for the pur­
pose;

(c) that in the case of works executed for private individuals
(such as pipe laying, etc.) the charges incurred are duly re­
corded in the personal ledger, into which they should be
traced;

(d) that lands required for municipal purposes have been ac­
quired generally under the Land Acquisition Act and pay­
ments therefor are supported by award statements furnish­
ed by the land acquisition officer and the Treasury Officer's
receipt; .

(e) that in the case of sanitary works, such as water supply and
drainage projects executed by the Sanitary Engineer or the
Public Works Department, the funds placed at their dispo­
sal have been debited to the head "Advances recoverable"
and adjusted on intimations of actual expenditure after
audit.

59. 'Schedule of Rates.-See that-
(a) a Schedule of Rates has been prepared and sanctioned' by

the Commissioner-at a meeting;

•
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If in the course of execution of a work the rates are found to re­
quire revision, a revised agreement is entered into with the contrac­
tor and payments at the higher rates are made only after the revised
agreement is approved by the authorities.

63. Contract certificates and nominal Muster Rolls.-These should
be examined. on the lines indicated in Chapter II. The following
special points should however be examined :-

(1) that check-measurements are done in accordance with the
rules issued on that behalf;

(2) that material alterations in the original design or plan or
any revision of the original estimate resulting in an excess
over the prescribed percentage which are found necessary
in the execution of the works are reported without delay to
the competent authority and sanction obtained; and

\
(3) that final payments in respect of all major works are made

only after the completed work has been inspected by the
Engineer and after the defects, if any, noticed by him have
been rectified.

64. Miscellaneous Supply Bill.-It should be seen-

(i) that the signature of the supplier as appearing at foot of the
bill agrees with that given in the receipt;

(ii) that amount to be remitted to firms, etc., at a distance are
not drawn until actually required for remittance;

(iii) that the amount, if any, shown as the balance due for the
supplies of previous months is correct with reference to the
previous bill;

(iv) that the rates charged are not prima facie excessive, and
that in cases where agreements have been taken for the
supply of particular articles the latter are not paid for at
higher rates than those agreed upon; and

(v) that the printed certificates as to the rate not being in excess
of the local market rate has been furnished and that the bill
is otherwise correct.

65. ~efund Vouchers.-Refunds may be-

(1) due to remission of tax on acco·unt of vacancy of houses;

(2) on account of reduction of tax on appeals;

(3) of deposits; and

(4) of amounts received or recovered in excess of the amount
due and other miscellaneous items.

.66. The principal points to be noticed in the audit of refund
vouchers are-

(i} that the amounts repaid are covered by the original credits;

(ii) that the repayments have been noted in the registers con­
cerned as also against the original credits in the demand
registers;

(iii) that proper sanction is forthcoming in support of all refunds;
and

(iv) that the several dates of p.ayment5 are duly noted on the
voucher in cases where a number of refunds are made on

. the same biil and that the voucher is otherwise correct.

67. Refund of tax due to remission on account of vacancy of
houses.-The important points to be examined are-

(i) that a notice of vacancy has been received under rules;

(ii) that remission is calculated only from the date of receipt of
the notice of vacancy or the date of commencement of
actual vacancy whichever is later;

(iii) that the vacancy of the house has been verified and the fact
of verification recorded by an out-door officer of the municipa­
lity;

(iv) that remission is granted only if the building was vacant;

(v). that the refund is made only if it is demanded for the period
in respect of which the remission is sought for; and

(vi) that all notices of vacancy have been noted in the register
of vacancy remissions as well as the amount of refund,
the number and date of voucher on which the refund was
made.

68. Refund of tax on account of its reduction on appeal.-It
should be seen when a refund voucher comes up for audit-

(1) that the appeals received have been duly entered in the
register of appeals in the order of their receipt;

# (2) that the conditions prescribed in the Act have been fulfilled
in respect of appeals which were admitted and on which
orders were passed by the board or a Committee constituted
for the purpose;

(3) that orders of the board or the Committee with reasons for
the decision have been recorded both in the minutes book and
the appeal register by the Chairman or the Presiding mem-
ber; .

NOTE.-The orders may be recorded in the appeal register during the meeting by the
Chairman or the Presiding member as the case may be and a mere reference may with the
approval ofthe Board or the Committee be given in the minutes book to the appeal register.

(4) that details as regards the amount of tax, the date of service
of notice, the date of receipt of the application; the number
and date of the voucher on which the refund is made have
been not.ed in the appeal register;
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(5) that the revised tax has been noted in the demand register;
and

(6) that there is no undue delay in the disposal of appeals.
69, Advance.-lt should be seen-

(1) that advances are made only for purposes recognized in the
rules and are not prima facie excessive;

(2) that in the case of advances made for purchase of convey­
ances such as a motor car or a motar cycle agreements and
mortgage bonds have been obtained and in the case of ad­
vances granted for conveyances other than a motor car or a
motor cycle adequate security has been taken;

(3) that advances are recovered in the manner laid down in the
rules;

(4) that the advances made and recoveries effected have been
noted in the Register of Advances recoverable;

(5) that there has been no avoidable delay in the recovery or
adjustment of advances.

NOTE.-Items of advance~ which remain unadjusted for over three years should be spe­
cially scrutinized and suitable comments made in the audit report.

70. Recoupments of 'permanent advance.-It should be seen­
(1) that all pa,yments from the permanent advance have been

made on sub-vouchers duly passed for payment by the exe­
cutive authority;

(2) that they are properly recorded in the register;

(3) that recoupments are made at least once a month; and
NOTE.-If the recoupments are made at long intervals, the presumption is that the

advance is unnecessarily large.

(4) that all sub-vouchers have been properly cancelled.

71. Imprests.-It should be seen~

(1) that the imprests are recouped on proper vouchers;

(2) tha'.; the payments made have been duly passed by the exe­
cutive authority;

(~) that the account is duly supported by vouchers; and

(4) that the amounts disallowed, if any, have been duly recover­
ed.

72. Deposits.-It should be seen-
(1) that n0 item of receipt which can be clearly brought to

account under any revenue head, pay, pension, leave salary
or other allowances and fines, is credited to deposits;

(2) that the written orders of the executive authority have been
obtained in respect of every item credited to deposits;

(3) that separate registers or separate pages of the register have
b~en sent apart for reco~dmg cash transactions relating to
dIfferent classes of deposIts, such as election deposits' con­
tractors' deposits, se~urity deposits in cash of municip~l em-
ployees, etc.; t

(4) that transactions relating to deposits otherwise than in cash
have been recorded iu. a separate register maintained for the
purpose;

(5) that deposits t<:tken from contractors, tenderers, municipal
employees are m the form prescribed in the rules',

(6) that .the deposits received in cash have been promptly remit­
~ed mto the treasury, and those received otherwise than
m cash have been kept by the executive authority in safe
custody;

(7) that any deposit or balance thereof which has remained un­
claimed for a period of three years from the date on which it
became repayable and any deposit or balance thereof which
doe~ not exceed. and which has remained unclaimed for a
penod of one year f~om the date on which it became repay­
able have been credIted to the appropriate revenue head of
account;

(8) that a deI?osit cred~ted to a revenue head of account has
been repaId only WIth the sanction of the board',

(9) that the refunds have been dr~wn on proper vouchers:

(10) that a certifi~ate to the effect that the entries in the regis­
tE:;r of deposIts are up-to-date has been recorded in the re­
gIster by the executive authority at the end of each Quar-
ter; and •

(11) tJ1at monthly. total~ of receipts and refunds have been made
m t~e d~POSIt regI~ter and they agree with the figures ap­
pearmg m the postmg register.

73. Investments.-It should be seen-

(1) that earmarked funds, i.e., provi~ent fund! water and drai~age
f~nd and endowment fund, are mvested m one of the permis­
SIble forrr:s and that investments in other forms are not made
~xcept WIth the spe<,ific sanction of Government;

(2) that particulars of investments made have been entered in
the register of investments;

(3) that certifi~ates, bonds, bank receipt or other evidence in
support of mvestment are available and that in cases where
the securities are held by any authority the amounts are
traceable in the list published by him;

(4) that interests due have been realized on the due dates and
cred~ted to the accounts;
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.
(7) that investments have not been disposeq. of except for the

specific purpose for which they have been made.

(5) that investments made out of earmarked funds have been
reinvested if tKe amount is not required for expenditure;

(6) that in the case of investments written off the register by
sale or otherwise the amounts of sale-proceeds have been
duly credited in the accounts or if the sale was by transfer
of investments, it is supported by proper vouchers; and

-
(3) that the total cash balance at the end of each day including

balance, if any, left unremitted from the previous day's
collection is verified by the head ministerial officer at the
close of each day and by the Chairman or Vice-Chairman
at least once a week, and the balance so verified is stated
in words over the initials of the verifying officer;

(4) that the totals are correct;

74. Examination of Records.-Several of the registers will al-'
ready have been examined in the course of the processes referreq
to in the preceding paragraphs but the auditor shoul<:l make it a
point of seeing that all the required registers are maintained and
that they are in the prescribed printed forms, and not maintained
or not in the standard forms being detailed in the objection state­
ment provided there have been transactions necessitating their use.
The following special points should also be noted in addition to
those already mentioned.

,NOTE.-For this p,urpose, the counterfoils of all cheques issued during the period under
audIt should be traced mto the cash book, care being taken· to see that the amount, number and
date of the cheques have been correctly entered.

(8) that the books are in the personal custody of the drawing
officer who signs the cheques.

(b) Che~k th.e entries in the daily Collection Register with the
postmgs m the Demand and Collection Register.

(c) Trace the daily totals from the Daily Collection Registers
to the Tax Daroga's Cash Book.

76. Cheques.-It should be seen-

(1) ,that. the cheque books used are those supplied by the Trea­
sury or Bank;

(2) that the total number of pages in each book is certified to
on the cover;

(3) that cheques are issued only for payments as prescribed in
rules:

(4) that cheques have been drawn only by the authority speci­
fied;

(5) that cheques have not been signed unless required for im­
mediate delivery to the person concerned;

(6) t~at ~heques were drawn in favour of the executive autho­
nty for payment of salaries. etc.. to the establishment. for
recoupmg permanent advance and payment to persons resid­
mg outside the town;

(7) that all cheques issued have been duly recorded in the cash
book; -

(3) that there are no erasures and that all corrections have been
neatly made and attested by the Executive Authority;

(4) that the book is closed every month and that a reconcilia­
~ion of the closing balances of the pass book and cash book
IS effected and recorded under the signature of the execu­
tive authority;

(5) that the book is written up daily and that the cash balance
at the time of the audit is correct:

NOTE.-The balance on anyone day should be verified in the manner laid down in
Chapter II and certified to in the cash book.

9- 8 A. G. Bihar/57

77. Cash Book.-It should be seen-

• (1) that the 'cash' and 'bank' columns are correctly used;

(2) that the entries on the receipt side have been correctly
made from the chalan and collection registers and not from
the daily collection register;

NOTE.-It will suffice if the entries for three days a month are tested.that revenue brought to credit by transfer of adjustments
as well as amounts of grants, etc., adjusted in the treasury
are not entered in the register; and

that cheques received in payment of municipal dues are
not credited before'realization.

Collection Register and Cash Books.-Auditors should­

check the receipts with the entries in the Sarkar's Daily
Collection Register and with those in the Collection amount
of the Tax Daroga in respect of office collections. See that
the requirements of rule 47 of the Account Rules (Recovery
of Taxes) are complied with.

(5)

(ii)

(a)

(6)

75. Daily Collection Register.-(i) It should be seen-

(1) that the entries in the daily collection register are made
in accordance with the rules and instructions on the sub­
ject;

(2) that the amounts shown as realized are remitted into the
treasury without delay and that no portion is withheld;

NOTE.-The remittances up to the date of audit should be traced from Daily Collection
Register into the Pass Book through the remittance chalans and the cash book.
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80. Remittance Chalans.-It should be seen-

(i) that amounts noted as remitted in the Daily Collection
Regis.ter and the cash book have been acknowledged by the
Treasury Officer and credited in the pass book;

(ii) that any amount returned by the treasury on the ground
that the coins are counterfeit ones or the currency notes are
mutilated, is taken credit for in the daily collection register
and an equivalent amount included in the next day's remit­
tance; and

(iii) that the remittance chalans are signed by the Executive
Authority and that if the chalans are signed by the head
ministerial officer, the Executive Authority checks the
remittances and verifies the actual remittance with refer­
ence to receipted chalans at least once a week and initials
them in token of such verification.

81. Adjustment Register.-It should be seen- ./

(i) that it contains a complete record of all adjustments ~ade
by transfer from one account to ancther or from one head
of account to another; and

Oi) tba all adiustments made are entered in a serial order and
posted straightway in the Adjustment Register.

(iv) that the balance is noted in the remarks column at the
close of every day and is verified either by the head minis­
terial. officer at the close of every day and by the Chairman
or Vice-Chairman himself at least once a week and the
balance verified is stated in words under the initials of the
verifying officer.

79. Subsidiary Cash Book.-It should be seen-

til that the amounts of cheques drawn in favour of the exe­
cutive authority for disbursement by him have been shown
~n this book;

(ii) that amounts drawn up to the end of the previous month
and which remained undisbursed at the close of each month

. Q.ilve. been refunded into the Treasury;

(iii) that the balance according to the Subsidiary Cash Book on
the day of audit agrees with the actual cash in hand un­
disbursed; and

NOTE.-The undisbursed cash in hand should be actually counted and if it a!!Tees with the
balance shown in the Subsidiary Cash Book, the fact should be certified to in" the book. If
not, the deficit should be noticed in the objection statement and also reported to the Executive
Authority immediately. Before verifying the cash balance, the counterfoils of cheques issued
up-to-date since last verification in aud;t should be examined to see that all amounts of cheques
drawn in favour of the Executive Authority up to the date of verification of the undisbursed
balance on hand have been duly shown in the Subsidiary Cash Book. The entries on the dis­
bursement side need not be verified with payment Vouchers but it need be generally seen that
the accounts have been closed every month and the undisbursed balances refunded into the
treasury.

/
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that the amounts drawn on self-cheques are brought on to
the petty cash book with particulars of voucher number and
the purpose of payment.

(9)

(ii) that all receipts paid into the treasury direct to ~he credl],
d municipal funds and amounts of grants etc., adjusted to
the credit of the municipality at the treasury and creditoo
in the pass book have been duly taken credit for in the
cash book and the posting register;

(ill) that the book is wri~ten up at the ~reas~ry or bank and that
each receipt entry IS duly authenhcatea:

(iv) that the book is balanced monthly under th~ signature of
the Treasury Officer or Bank Agent;

(v) that the pass book is sent to the treasury regularly for being
written up; and

(vi) that the balance shown in the pass book at the close of th
year agrees with that entered in the 'Bank' or 'Treasury'
column of the cash book for the month of March after
making the necessary allowances for uncashed cheques, etc.

(6) that all receipts paid by parties in the treasury direc~ and
amount of grant, etc., adjusted to the personal deposIt ac­
count at the Treasury are entered in the cash book;

(7) that the amounts entered on the charge side of the cash
book agree with those in the counterfoils of cheques;

NOTE.-(I) All the counterfoils of cheque~ for the period of audit should be traced into the
cash book.

(2) If the cheque includes the amounts due for payment on more than one v~cher, the
totals should be tested to see that the amount drawn' on a cheque IS correct.

NOTE.-This verification should be effected as follows:-
Take the cash book balance and add to it the total amount of uncashed cheques and deduct

the amount of unremitted revenue. This will represent the balance in the bank or
treasurv and if there is any difference it should be traced. The uricashed cheques
should 'be verified with reference to the subsequent encashments noted in the pass
book "fter the close of the financial y-:ar concerned.

78. Pass Book.-It should be seen-

(i) that the collections remitted into the Treasury or the bank
have been duly credited and that only the amounts of
cheques issued by the Executiv~ Au.thority upon the trea­
sury or the bank have been debIted In the pass book;

NOTE.-For this purpose the daily remittances of collections as per Daily ~ollection Re­
gister and the cash book should be traced into the pass books through the remittance chalan
and the payments as per cash book through the counterfoils of cheques issued.



82. (A) Register of Cheques and drafts received in payment of
dues.-It should be seen-

(i) that all cheques and drafts received in. paYI?ent ?f money
due to the municipal board are entered m ~hIS regIste.r; and
the same is reviewed daily by the ExecutIve Authonty;

(ii) that particulars regarding date of encashmen~, bank com­
mission, if any, charged, t~e n~t am<?unt realIzed and date
of credit have been noted m thIS regIster;

(iii) that there are no delays in the encashment of cheques; and

(iv) that only provisional receipts were issued in cases of pay­
ment by cheques.

(B) Register of Money Orders received.-It should be sejn-

(i) that amounts received by money order are entered in
this register; and the money. order coupo.ns bear the dated
initials of the officer authonsed to receIve money orders
and are stamped with municipal office seal;

(ii) that the amounts received are credited to the daily collec­
tion register without delay; and

(iii) that the register undergoes scrutiny at the hands of the
executive authority daily.

NOTE.-All the items entered in this register should be traced into the daily collection
register.

83. Register of Permanent Advances.-The entries in this r~gis­

ter will have been checked in the course of the checks prescnbed
in the preceding paragraphs of this Manual. It should also be seen
that the annual acknowledgments have been received and filed.

NOTE.-AlI acknowledgments wanting should at 0!lce be ?rought to the notice .of t~e

executive authority and, if not produced by the end of the audit, they should be detailed In

the objection statement.

It should be seen-
(i) that advances have been given only to officers who have to

incur petty expenses;

(ii) that the advances paid are based on the average expendi­
ture; and

(iii) that the sanction of the Board has been obtained in each
case.

84. Register of Advances.-The entries on the debit and the
credit sides of the register will have been checked in th~ course of
the checks prescribed in the precedi~g paragraphs of thIS manual.
The register should be further exammed to see-

(i) whether the opening b.alances ?-ave been authenticated !>y
the initials of the prevIOUS audItor. If not, they should be
checked with the details furnished in the preceding year's
register;

(ii) whether the monthly totals of receipts and payments agre~
with the corresponding figures shown in the posting regis­
ter;

(iii) whether the closing balances have been correctly brought
forward in the column set apart for the purpose as well as
in the succeeding year's register as the opening entries;

NOTE.-The Jatter should be initialled in token of verification.

(iv) whether the several totals are correct;

(v) that in the case of advances outstanding on account of stock
of forms, etc., such as contract agreements, the value of
the stock on hand agrees with the advance outstanding in
the register; and .

(vi) whether any advances are left unadjusted at the end of the
year without sufficient cause. The older items should be
detailed in the objection statement unless the explanations
furnished are satisfactory.

Any items transferred to advances by the auditor himself should
be inserted by him in the register in their proper places under his
initials and the totals altered accordingly.

B5. Register of Deposits.-After the entries in the register of
deposits have been examined in the course of audit, the several
totals should be verified and corrected when necessary. It should
also be seen-

(i) that no deposit is kept out of account;

iii) that in the case of deposits by renters and contractors the
amounts shown in their agreements 'as deposited by them
have been actually so deposited and that renters' deposits
have been made in cash or post office savings bank deposits
or Government promissory not:es and municipa,l and local
board debenture bonds;

.. NOTE.-Cash deposits of lessees or contractors ~houldnot be invested.

(iii) that no sums are unnecessarily held under deposits;
NOTE.-Taxes paid under protest or deposited for the purpose of preferring appeals should

be- credited to the revenue head concerned and not to 'deposits'. But the deposits paid by
renters should be shown under deposits and not credited to the Revemie head until they
a "ladjusted. Any items unnecessarily or wrongly credited t? 'deposits'. should be transferred
oy the auditor to the proper head and the necessary alteratIOns made III the balances brought
forward for the subsequent year..

(iv) that there are no undue delays in the adjustment of un­
claimed deposits; and

(v) that depo~it funds .have not been appropriated for the gene­
ral purposes of the municipality.

86. Security Register of Municipal employees, Lessees and Con-
tractors.-It should- be seen- - .

(i) that security p.as been bbtained from all ,employees who
are required by the rules to furnish it: .

[84,-86
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(i-a) that all employees having to deal with moneys have been
required by the board to furnish adequate security and if
not the desirability of doing so should be brought to its
notice ~n the relevant audit reports and their replies ob­
taine~;

(ii) that the amount of security fixed in each case is noted in
the register with the number and date of the board's reso­
lution fixing it;

(iii) that security has been taken to the full extent of the sum
, fixed by the board, that the sum fixed in the case of officers

mentioned in rule 10(1) of the establishment rules is not
less than the amount fixed by Government in that rule and
that, when it is recovered in monthly instalments from pay,
the recovery has been made regularly every'- month until the
security is completed:

(iv) that security has been obtained in the form specified in the
rules relating to deposits, loans and investments;

(v) that security bonds have been taken in all cases in the pres­
cribed form;

(vi) that the savings banks pass books are forthcoming in all cases
where savings bank deposits have b~en furnished as s~curity.

(vii) that all Government promissory notes pledged as security
are fo~thcoming and if they have been lodged with any
authonty the amounts are traceable in the annual list pub­
lished by him;

(viii) that the several pass books and promissory notes have been
duly endorsed to, and pledged in favour of the executive
authority of the municipal board;

(ix) that interest realised from time to time is 'brought to account
and paid to the parties on their receipts;

(x) t~at depos,its tendered by contractors, renters, etc., other­
WIse than m cash are entered in this register;

(xi) that the return of the pass books and other documents is
duly acknowledged by the parties to whom they are said
to have been made over; and

(xii) that the register has .been totalled and the totals agree with
the security deposit statement in the annual account.

87. Register of Investments.-This register would have been,
checked already in connectton with the audit of transactions relat­
ing to investments. It stJ,01,lld be seen;- .

(i) that if thesecu::i~ies are in the custody of any authority l th~
t?tal am.ount ?f m.vestment agrees with that shown in the
lIst publIshed by hIm as the case may be; and

/

(ii) that the totals of investments made as shown in the register
agree with the figures in the posting register and the annual
account.

88. Register of Loans.-It should be seen-

(i) that loans ha~e been obtained by Municipal Board only in
accordance with the provisions of the Local Authorities

.:boans 'Act and the rules framed thereunder;

(ii) th,at'the loan has been taken for an authorised purpose;

(iii) that the orders of Government sanctioning the loan have
been noted in the register;

(iv) that payments of principal and interest have been regularly
made in accor~ance with the conditions o! the loan;

(v) that the loan was not taken long before the money was re­
quired; and

(vi) that the amount raised by loan has been spent only on the
purpose for which the loan was obtained.

89. Register of Sinking Funds....,---It should be seen-

(i) that a sinking fund has been established in the case of every
non-Government loan not payable by annuities or annual
drawings;,

(ii) that investments of payments into'sinking funds have been
made as soon as possible after the instalments fall due;

NOTE.-The investments should include besides the amount of the instalment due, any
uninvested balance of previous instalments and of interest realised.

(iii) that interest has been realized on due dates on the invest­
ments of the sinking funds; and

(iv) that the balances of sinking funds have not been utilized for
• any other purposes of the municipality.-

90. Appropriation Register. of Loans, Endowments and other
funds.-This register is intended to watch that the funds raised by
a loan or special contributions or endowments are appropriated for
the rposes for which they are raised. The receipts and payments
would be posted from the posting register as soon as it has been
posted for the month.

It should be seen-
(i) that without the sanction of Government previously ob­

tained no portion of the fund has been appropriated even
temporarily to any object other than that for which they have
been raised;

(ii) that separate pages or sets of pages have been set apart for
each endowment or fund;
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(iii) that an abstract has been prepared at the beginning of
this register showing the monthly closing balance of each
fund; and

(iv) that the transactions relating to funds earmarked for cer­
tain purposes are recorded in this register.

91. Register of Bills for payment.-It should be seen that the
register is correctly written up, that all amounts unpaid at the end
of the year have been brought forward as fresh entries for the suc­
ceeding year, and that the total thereof has been shown in the
statement of liabilities. Arrear claims should be admitted with
caution, if the amounts are not traceable in this register..

92. Audit Register.-This register will have been checked under
the process of check laid down in the preceding paragraphs relating
to check of establishment pay bills, etc. It should be seen that all
recurring charges have been entered in the register and authorities
sanctioning them quoted in support. The authorities should
be verified in every case in which the charges have been
newly sanctioned ot there has been a change in them since last
audit. .

It should be seen whether-

(1) any excesses over the sanctioned scale appear in any month
of the whole period under audit and all excesses over the
sanctioned monthly scale have been satisfactorily explain­
ed;

(2) the order sanctioning the establishments have been noted
in all cases and the amounts entered in the sanctioned scale
columns authenticated by the initials of the executive autho­
rity;

(3) the alteration in the scale column have also been initialled
'by the head ministerial officer or the executive authority
and the dates from which they take effect have, been in­
variably noted;

(4) house-rents and fixed contingencies drawn along with pay
have been properly posted in the audit register;

(5) refunds by short drawals, fines and amounts withheld for
future payment have been correctly noted;

(6) the temporary establishments have been entered separately
after the permanent establishments in the audit. register, the
period for which sanction holds good has been noted and
lines have been drawn across the pages or months previous
and subsequent to. such period; and .

(7) the register has been' maintained correctly and posted
monthly when pay bills are passed for payment.

/
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93. Service Book.-It should be seen-

{i) whether a separate service register has been maintained
for every employee borne on the establishment of a muni­
cipality;

(ii) whether the record of service of each officer is complete;
NOTE.-When examining establishment bills it should be seen that all leave, increments

etc., have .~een ~ecorded in the service register. ,

(iii) whether it bears evidence of havin~ undergo~e annual veri­
fication at the hands of the executIve authonty;

NOTE.-The auditor should see that all omissions or inaccura~iesnoticed by him in the
r.egisters are rectified, if possible before the completion of the audIt.

(iv) whether .leave accounts have been maintained for each
officer;

NOTE.-Whenever an employee's leave s.alary comes ul( (or audit, the leave account should
be referred to and the e1igiblity for leave verified. The auditor should c~eck the leave accounts
to see that the entries ofleave earned, leave taken a,~d the balance at credIt are correct.

(V) whether in the case of an employee who had served under
another local body, the liability of the other loc~l body for
leave earned by service under it and the amount of leave
allowance as determined and communicated by that body
have been entered in the service books; and

(vi) whether the leave allowance recoverable from another local
body under the preceding instruction has been recovered.

94. Register of contribuiions due for the Municipal Board to­
wards Pension and Leave Salary, of officers and servants lenlt on
foreign service or on deputation.-It should be seen-

(i) that a separate page is set apart for each officer or servant
lent on foreign service; ,

'(ii) that the amount of contribution due has been correctly
worked out;

NOTE.-Contributions towards leave salary and provident fund should be paid at the rates
prescribed.

(iii) that the rate of contribution ,due is. shown. as demand. in
the miscellaneous demand regIster WIth a VIew to watchmg
its payment; and

(iv) certificates' showing dates of making over' charge and of
receiving charge of the new post in foreign service have
been preserved.

95. Register of Works.-It should be seen-

(i) that all works have been entered in this register;

(ii) that it shows the amount provided in the estimate and the
actual expenditure by sub-heads; . .



(iii) that the several money columns
end of the year or on completi 1~1e 9E:i~T1 to,tallep. at the'
a comparison between the totor 0 ed:,",ork so as to enable
of estimate or contract being ~ad~f~~dtureand the amount.

(iv) that the total of the ear's .
been recorded in the legistere~fe£,dt~tureton each work has'. SIma es and' Allotments.

96. Schedule of Rates.-It should be seen-

(i) that the schedule h b dfor adoption every y:~r ;een uly sanctioned by the board'

(ii) that all subsequent alterations or n .' ,
been duly approved by th b d ew entnes of rates have'
initials of the executive a~th~r~~y;and authenticated by the

(iii) that the schedule does n t .
mum rates but only mea~ r~~~~I~n~he maximum and mini-

(iv) that the schedule vovide friage of metal on diffe ~ ordra~es for collection and car­ren roa s In the municipality.

97. Contractor's Ledger.-It should be seen-

(i) that a separate folio is 0 en d .each contractor' p e In the. personal ledger for,
(ii) that the entries on the debtor side h

to the contractors and those on th S oWd~fe p~dyments made
of work done as shown i h e cre 1 or SI e the value
from time to time' n t e (contract certificates passed

" ,
(iii) that the account'e b II '

contractor is' a partymw~~~~~r arel tfansactions to which the'
works or to materials purchased f~~~g~i~'one or s~veral

(iv) that the account shows the b ' .
passed bill and certificate wit~umb~r fand account of each

'-....work, the number dane e~try of the name of
the balance due to ~~ f:~o~~t of each bIll or certificate and:
worK: not settled in full; and e contractor on account of each

(v) ~hat the ~ontractor has signed the account
mtervals.m token of the acknowledgement at convenient
ness of hIS account. . of the correct-

98. Road Metal and Annual verificatl'onbe seen- statements.-It should

(i) that road metal statements h b .every month by the E' avSe een. submItted regularly
.. ngmeer, uperVlsor or Overseer'

(n) that the rece' t . '
correctly sh0~ns~~~s~:~e~~~c~:~;.ncestoftmhaterials have been
number' olVen 0 e payment voucher

,
NOTE.-For this purpose all th h .should be traced into the statements~ purc ases \lnd Issues according to vouchers for works
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-
(iv) that the balances as finally settled have been carried over

. to the statements of the next year.

99. Measurement Book.-It should be seen-
(i) that all measurements of work done whether by means of

daily labou;r or by contract, and of materials received or
issued, have been recorded in the measurement book.

(ii) that the arithmetical calculations and totals in the measure­
ment books are correct;

(iii) that there are no undue delays in measurements and 'check­
measurements of work done;

(iv) that all entries which have been transcribed into the bills
have been neatly crossed out in ink; . .

(v) that there are no erasures or unattested alterations;

(vi) that pencil entries have. not been inked over except in the
contents column, which should invariably be in ink;

(vii) tliat reference is given in all cases to the vouchers on
which payments were made;

(viii) that the book evidences check at the hands of the check­
measuring officer, as well as by the Municipal office;

(ix) that the used-up books have been returned to the Munici­
pal office and that they are carefully filed;

(x) that the measuring officer has authenticated each set of
measurements by his ,signature or initials; and

( , '
(xi) that r,ules issued by Government regarding measurement

and check-measurements of Municipal works (other than
those connected with water-supply and drainage) have been

observed.

(iii) that the actual balances of materials on road sides at the
close of the year have been verified by the executive autho­
rity and found to agree with those in the Road Metal State­
ments and any differences brought to the notice of tbe board
for_necessary orders; and

100. Personal Ledger.-The entries in ,the ledger will have been
checked in the course of the check prescribed in the preceding para-
graphs of the manual. It should be seen- '

(i) that all works executed for private individuals have been
recorded in the ledger; :. . "

(h) that .the estimated cost of the work is recovered in advance,
'Le., 'lJeforethe work is actually commenced; except in cases.
of special urgency, etc.;

CHAP. VIII]
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103 Stock account of Stores, Stationery, Public Works and'
Water Works Stores and other Miscellaneous articles.-These
should be checked on the lines indicated· above for the check of the
Register of Tools and Plant. It should, in addition be seen-

(i) that the issues are in accordance with scale, if any, pres­
cribed;

(ii) that articles are not stocked largely in excess of require-­
ments and

(iii) that the stock of paper and ~ther stationery a~ticles h.as·
been verified and the fact certIfied to in the regIster peno-
dically.

104. (a) Stock account of Forms:-This is a v.ery iII?-portant r~
cord as it furnishes a means of check of the possIble mIsuse of bIll
and 'ather similar forms. The receipts and issues should be checked
in detail' not for the period under audit, b';lt up to the date. on
which th~ actual balance is verified. The pomts to be looked mto·
in examining it are-

(ii) that all tools and plant, livestock, etc., purchased during t~e
year according to payment vouchers, have been shown m
the register;

(iii) that the purchases of t('.~ls and pl~nt, livestock, etc., and
sales, if any, thereof as bemg unservIceable, have been made
with competent sanction;

(iv) that credits an~ traceable in the accounts for all sale pro­
. 'ceeds of unservIceable tools, etc.;

(v) that .the certificate has b~en furnished by the executive'
authority or other responSIble officer as to the actual veri­
fication of the balance on hand;

(vi) that separate registers or separate sets of :pages in a. register
are set ~part for recording tools and plant m the vanous sub­
ordinate institutions;

(vii) that the value of tools and plant found short at t~e time ~f
verification is recovered from the person responSIble or IS,
written off with competent sanction;

(viii) that articles of tools and plant found in excess at the time
of verification are brought to account; and

(ix) that the balance of s~ock at the end of the year has been
entered in a fresh regIster.

(iii) that the fees prescribed in the bye-laws for t.he preparation
of estimates, for the wear and tear of tools, etc., and for
supervision are always recovered and credited to municipal
funds; .

NOTE.-Supervision charges on house service connections for water-supply are to be
levied at the prescribed percentage on the actual outlay booked in the accounts, i.e., on the
net outlay after allowing for refunds and writes back. 0 items of expenditure is to be excluded
from the levy on the plea that it involves little or no departmental supervision. If the estimates
prepared by the Municipal Boards, show only the net expenditure incurred by them, i.e.,
the gross value of the works executed minus the value of materials.supplis:q. by the house-owner
the percentages can be levied on the net outlay only. It should be seen whether such percen­
tage has been prescribed it;!- the water-supply bye laws of the Municipalities.

(iv) that the amounts deposited by each individual or body are
shown in the personal ledger account;

NOTE.-Each item ofreceipt should be traced into the above register.

(V) that charges incurred On account of service rendered have
be(n correctly entered against the respective items of credit;

(vi) that balance, if any, at the credit of the individual has been
refunded to him or that Que from him has been recovered;

(vii) that for all balances recoverable from individuals outstand­
ing bills are forthcoming, if bills have been prepared; and

(viii) that the surplus' amounts due to parties and the amounts
recoverable from them for excess work done as well as the
amolJ.nts recovered for works not executed during the year
have been transferred to the ledger of the next year before
fresh entries are made.

NOTE.-If, in any case, the outstandings have not been brought forward as above, the
:auditor should trace the original credits before admitting the charges.

101. Inventory of Immovable Property.-It should be seen-
(i) that all lands, buildings and buildings sttes newly acquired

or constructed by the municipal board during the year under
audit have· been duly entered in the register with particu­
lars of Plot No., extent, value, cost of construction, or acqui­
sition as also the cost of any additions to the existing lands,
buildings, etc.;

NOTE.-The register should show a list of roads, bridges, culverts and other properties
'\Tested in or belonging to the board.

(ii) that if any property' is rented out,the rent has been fixed
by competent authority and realised regularly and credited
in the accounts; and .

(iii) that no immovable property has been transferred by sale,
mortgage, exchange or otherwise without competent sanc­
tion.

NOTE.-The total value of the property according to this register should be shown in the
statement of assets and nabilities appearing in the annual account.

102. Register of Tools and Plants.-It should be seen-
(i) that the register contains a complete record of all tools, fur­

niture, etc., as mentioned in the note under the heading of
the register;

(i) that the entries of receipt are in agreement with the in­
voices received from the 'Central Press or the Govern~ent
Press or bills from the Press in the case of locally pnn~ed
forms. The total amount of the bills should be comp~redwI~h
the charge under stationery and print.ing in the postmg regIS­
ter to see that all bills are forthcommg ;
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(ii) that issues are not made in excess of requirements and that
the books issued are all forthcoming either as used or un­
used;

NOTE.-All missing books should be detailed in the objection statement and a special
explanation asked for. Unused books not required for immediate use should be credited to
.stock.

(iii) that the printed machine numbers of books issued have
been noted in the stock register and the acknowledgments
of the clerks concerned are taken for issues;

(iv) that the stock of forms has been verified and the fact certi­
fied to in the register at periodical intervals; and

(v) that the actual stock in hand at the time of audit, agrees
with the beak balance.

NOTE.-This should be ascertained by actual counting, after striking the balances in
the register, and this fact of agreement should be certifi~d to in the latter. If any differences
are discovered, they should be drawn prominent attention to in the objection statement and
in the audit report. It should also be seen whether these forms are kept securely under lock
and key in charge of any of the responsible officers.

(b) Stock account of survey map.-The following points should
be noticed in the check of the stock account of survey maps.

(i) whether municipalities to which survey maps have been
supplied maintain a stock account of maps received;

(ii) whether sales have been duly noted iI;l the stock account and
the sale proceeds remitted; and

(iii) whether a certificate of verification has been recorded in the
account by the executive authority.

NOTE.-( I) The auditor shoulrl verify the actual stock of maps with the balance noted in
the stock account after striking the balances and record a certificate of such verification in tqe
stock account.

(2) Maps, etc., supplied for administrative purposes shou•. he required to be accounted
for separately and the receipts, issues and balance in respect of these should be checked and the
actual stock balance verified with the book balance during audit, and the fact certified to in
the stock account.

105. Suit Register.-It should be seen-

(1) that all the suits to which the municipality is a party are
entered in the register;

(2) that separate pages are allotted for each suit and that ap-,.
peals are entered separately giving 'a cross reference to the
original suit; .

(3) that the expenditure incurred on a suit is entered with' full
details in the appropriate columns of the register;

. -
(4) that advances made to vakils and their adjustments on re­

ceipt of detailed bills are noted in it against the 'suit con­
cerned;

(5) that DaTt;'ruJars rE"garding results of the suits, the sum de­
creed towards suit, costs, etc., are noted in the appropriate
columns of the register;

(6) that recoveries made arc also noted in it;

(7) that decrees are not allowed to become time-barred and
that execution petitions have been taken in time:

(8) t4at the progress of suits, execution of decrees and re­
coveries of amounts decreed are watched through this regis­
ter by the municipal office;

. (9) -ihat yearly returns showing the number of suits pending
relating t~ previous year, number filed during the year, the
number dIsposed of and the number pending at the end of
the year have been obtained from the pleaders and checked
with reference to the entries in this register; and

(10) that amounts decreed have been noted in the miscellaneous
demand register with a view to watch their recovery.

106. Other Records-The following registers need also be exa­
n1ined with a view to seeing that they are duly maintained and in
.a correct manner:-

(i) Stock account of stationery.
NOTE.-It should be seen that the stock is verified periodically by the executive authority

-or an officer authorised by him.

(ii) Postage and receipt stamp account.

(iii) Other registers, if any.
NOTE.-The balance of stamps on hand on the date of examination of the register re­

ferred to in item (ii) should be verified and the fact recorded,

107. Monthly accounts of Receipts and Expenditure.-It should
.be seen-=:: -

(i) that it is posted monthly;

(ii) that the postings have been correctly npde and that the
classifications are correct;

NOTE.-The entries in the charge portion should be examined with reference to the
vouchers noted in the Cash Book when they are being audited, while in the case of the re­
c('ipts monthly and grand totals should be checked with the several chalan and collection
registers, and the grand totals also agreed with those in the several demand, provident fund,
.deposit, advance and other miscellaneous registers.

(iii) that the several adjustments made in the accounts, includ­
ing sums expunged from both sides. have been correctly
posted;

NOTE.-Refunds of expenditure of the current year should be taken ~ abatement of the
'Charges under the service head concerned to which they were originally debited in the posting
regIster. Similarly, refunds of current collections should be deducted from current receipts
under the heads concerned, the payment voucher numbers and amounts being detailed in
the posting register.

(iv) that the monthly and progressive totals are correct;

(v) that the totals as finally arrived at agree with those shown
in the a-nnual account appended to the audit report; and

NOTE.-The alterations made by the auditor owing to errors in classificatIOn or in tot3:l•
ling, etc., should be neatly carried out in the posting register and the correct figures noted III
th~ last column.
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(vi)' that the total receipts and charges of the service and debt
heads as well as endowments and other special accounts
have been c~rrectly entereq in the posting register and
they agree wIth the corresponding figures in the subsidiary
accounts maintained.

108. Provident Fund Accounts.-The accounts' should be exa­
mined on the lines as indicated in Chapter II and VI.

109. Pound Accounts.-The accounts should be examined on the
lines as indicated in Chapter VII.

. 110. Preparation of the Annnal Account.-After the posting
register has been completely checked, the annual account of receipts.
and charges which should be submitted along with the audit report
should be prepared from the entries in the posting register. The
figures to be entered under the head "final budget appropriation" I

should be taken from the original budget sanctioned by the board
and transfer of allotments, if any, ordered by it during the course'
o~ the year. It should particular!y be borne in mind that the figures,
gIven In the reVIsed budget for that year submitted along with the
budget estimate for the subsequent year should not be adopted.

111. The abstract of account for the Annual Account should then
be prepared with reference to the previous year's account as regards.
opening balances and the body of the account as regards receipts
and exepnditure. The closing balance should be worked out and
tallied with the closing balance of the cash book or cash books. It
should be seen that earmarked funds, such as, balances of capital
receipts from sale of capital assets, loan funds, special State grants"
etc., have not been diverted for ordinary expenditure under General
Account without the specific sanction of Government. It should be
particularly seen that no portion of provident fund balance has been
diverted as such d.iversion even temporarily is not perm'issible..

It is, however, not necessary to show the general account as,
having a deficit where long-term diversions are sanctioned.

112. (1) Where the same staff collects different taxes and fees'
or where the same staff keeps the accounts for different taxes and
fees, the total cost of such staff and the pay and allowances of the
officer should be allocated among the funds concerned in proportion
to the amount collected under each head.

(2) (a) Where no separate ministerial and collection establish­
ments are employed exclusively for the purposes of any scheme and'
where the work connected with the administration of the scheme
is attended to by the general and collection establishment,' the char­
ges on account of the Chairman's pay and allowances and on a,ccount
or the general and collection establishments should be debited to
the fund in proportion to the total income under the fund;

(b) where separate ministerial and collection establishment is
employed E-xc1usively for purposes of any scheme, the entire cost
of such staff together with a portion of the charges on account of

the pay and' allowances of the Chairman in proportion to the total
income from such an undertaking should be debited to the scheme
fund. No portion of the cost of general and collection staff should
be debited to that fund.

113. Separate subsidiary accounts are maintained for "Lighting
Account'.., ·",Water' Supply Account".

(a) Lighting account should be mai~tained only in municipali­
ties where lighting tax is levi~~ to, provIde for expenses. ~onnected
with the lighting of the mUnICIpalIty by gas or electncIty. The
transactions relating to Electric Licence Schemes should not be
booked in this account. The charges incurred for street lighting by
electricity should however be debited to this account.

(b) Water-Supply Account.-This is also an eaI'Ill;arked fund and
it should be seen that the tax realised has been credIted to the fund
and charges in connection with water-supply have been debited.

114. statements to be appended to the Audit Report.-The fol·
lowing statements shall be appended to the Audit Report :-

(a) Endowments Account.-As there is no separate subsidiary
account for endowments. the figures under Receipts and Expendi­
ture should be ccmpiled from the head "Endowments" appearing
under each minor head in the body of the account. These should
agree with the figures appearing in the Appropriation Register of
Loans. Endowments and other Funds. The opening balance. receipts,
charges and closing balance should be noted in the Endowments
Account of the Annual Account which should: correspond to the
figures noted in the abstract of the Annual Accou~t. It should be
seen that the babnce in excess of the amount reqUIred for probable
expenditure during the year have been invested in any of the per­
missible forms of seclirities.

(b) Special Government g~ants account "For capital :works and
other special purposes.-This statement should be co~pIled from
the Government grant Register. It should be s~en ~~th reference
to this register and the statement that the grant IS utIlIzed onl.y. for
the purpose for which it was sanctioned and that the unutIlIzed
balance after the completion of the work has been refunded to State
Funds.

(c) Loans Account.-This account also should be compiled. fro~
the Appropriation Register of Loans. The checks to be applIed In
the case of special Government grants apply to loans funds also.

(d) Loans statement.-This should be compiled from the Regi~
tel' of Loans.

(e) Investment account.-This should be prepared with refet·,
encl' to the Register of Investments.

10-8 A. G. Biha"/i7.



(f) Demand, Collection and Balance statement.-This should be
co;mpiled from the several current and arrear Demand registers,
n:llscellaneou~ demand register, yearly list of Dangerous and Offen­
SIve trades lIcenses, etc. The amount under the columns "Remis~

sions and Writes-off" should be taken from the Register of Writes-off
and Remissions. The figures under collection in respect of taxes
and fees should agree with the figures shown in the body of the ac­
count, as excess collections should have been transferred to depo­
sits. The percentage of collection to demand should be worked out
compared with that for the preceding three years and suitable com~
ments, if necessary, made in the audit report. It should be .seen
that balances of taxes and fees have not been allowed to become
time barred without adequate action having been taken for their
realisation.

(g) Statement of liabilities and assets.-After the statement has
been prepared, totals should be made and by noting the difference
as closing balance the totals of both the sides should be agreed.

(h) Statement furnishing particulars about each medical insti­
tution merged in the fund.-This should be compiled only from the
posting register. To facilitate the preparation of the' statement
the figur.es pertaining to each institution will be indicated separate:
ly at the foot of the posting register.

(i) Abstract of account of deposits in each and security and other
deposits not in cash.-This will be compiled from the respective
registers.

(j) Abstract of Provi~ent Fund Account.-The opening balances
would be the closing balances of the previous year. The other
figures should be compiled from. the provident fUlld cash book.

(k) Abstract of transactions under advances.-This should be
compiled from the register of advances.

(1) It should be seen that the closing balance of the deposit and
.advances .account are correctly worked out from the ledgers, adjust­
ment regIsters, etc.

116. Cash and Account Branches.-lt should be seen if th.e ~ash
and account branches of the Municipal Office ?ave been kep.t d~stmct.
If not. the attention of the Executive authonty sho~ld be mVIted to
the relevant rule on the subject.

117. Collection work.-Peons employed to assist tax collectors
should not be entrusted with the collection work.

118. Delegation of powers to officers and. duty chart of em­
ployees..:......:A' list of po'wers delegated to the dIfferent officers should
be looked into and it should be seen that the powers are not exceed­
ed. The duty chart of municipal employees should also be exa­
mined to assess responsibility, whenever necessary.

119. Audit Report.-On the conclusion .of aud.it .and audi~ re­
port on the general fund accounts dealmg WIth Important Irre­
gularities should be prepared and forwarded t? the ~xecutive Autho­
rity along with an audited annual account or recerpts ~nd cha~g~s,
with a request that replies to the report may. be furn.Is.hed wItJ:1m
two months from the date of receipt. Other Irre~ul~ntIes relatmg
to general fund should be included in separate obJection statements
which should be forwarded to the Executive Authority for ret'Unl
with replies within two months.

Copies of the Audit Reports shall' be .e~~orsed to ~~) the District
Officer (ii) the Commissioner of the DIVISIOn and (m) the Secre­
tary t~ the Government of Bihar, Local Self Government Depart-
ment, Bihar, Patna.
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115. General-Lodgment of funds.-Every municipal board
shoufd conduct all its transactions with the nearest Government
treasury or sub-treasury. In exceptional cases Government may
permit the opening of an account with any scheduled bank.

The munici'I~al money in the custody of the executive authority
should be kept m a cash chest under double locks of different pat­
terns the key of one lock being kept apart from and in a different
person's custody from the key of the dther lock. The key of one
lock should accordingly be with the Cashier and the key of the
other lock should be with the executive authority or under his per­
sonal responsibility with an officer, other than the Cashier autho-
tised by him in this b~half. '
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The process of check to be applied in each case is described be­
low.

1. Preliminary information requ~red.-As in p'ara (1) of Chap­
ter VIII.

CHAPTER IX

PROCESSES OF AUDIT OF ]';ISTRICT BOARDS' ACCOUNTS

CHAP. IX] PROCESSES OF AUDIT OF DISTRICT BOARDS' ACCOUNTS [4-5

4. (b) Revenue Managed DepartmentaHy.-In cases where t~e
collection of-any revenue, suc as mar e ees, cart tax, etc., IS
managed departmentally the following checks should be exercised ;-------,----,...,-- --------- --

(i) Receipts or tin tickets having a fixed value printed on them
have been issued for departmental collections. The total
number of each kind of receipt issued should be ascertained
and the amount realized arrived at by multiplying the num­
ber of tickets or receipts by the rate thereof. An abstract

. should then be made of several totals and agreed with the
amounts shown in the posting register. Any discrepancy
should be properly investigated. '

(ii) As in paras 11 (ii) and (iii) of Chapter VIII.
NOTE.-Before Laking up the audit of Cart Taxation Accounts, auditors should go through

L. S. G. (Amendment) Act 1950 and the rules published in Government Notification No. 5578
L. S. G. dated 10-7-1952. '

5. (c) Fluctuati~!1..Jtems of Reven3!:!Lan~~nue'from 4s~ets
of Fixed nrt't'l1i""e.: FluCffiating items 0 revenue are t ose not ~allmg

- undertire-1l€ads r~ferre~ to ab(:>Ve and are generally the followmg ;-

(a) Land Cess; .

(b) Fees on permissions, encroachments; ,
•

(c) fees for the occupation of DakBungalows, Inspection Bun-
galows, Rest House$, etc.;

(d). medical ,(iI}.cl1.J.din'g Veterina~y hospitals and dispensaries)
receipts including grants-in-aid therefor;

(e) income from endowments and trusts;

(f) contributions 'from Government, other boards, muniCipali­
ties other local authorities and private persons in aid of any
institutions or services maintained or financed from district
funds or managed by the district board; ,

(g) sale proceeds of sweeping, tools and plant, old store.s and
materials, grass, tr~e9 and a~enue. Produc~ ~ppertammg to
all district roads, and roadsIde and other lanos;

(h) inco~e from railways and other transport services, if any,
maintained by the district board;

(i) miscellaneous receipts, such as interest on l~a.r:s and secu!i­
ties, interest on arrears of revenue and unclaImed deposIts
cmd other furniture;

(j) income from an~ sale procee~s ~f 'buildings, land~ and other
Property belongmg to the dIstnct board. . ,

The following audit checks should be exercised in respect of each
of the items of- receipt referred to above:-. ,

(a') L~nd Cess.-(i) That 'the estimated i~come of. th.e District
. ,Board under land cess during, the e~&~mg year mtImated by

the collector is noted in the Cess Demand Register as the
demand of the year;

140•

(il) that the period of lease of jmmovable property belonging to
District Board does not so extent as to give the lessee a vir­

# tual right of occupation;

(iii) that no person is allowed to enjoy the lease until he has
executed the l~ase deed;

(iv) that the levy of tolls and the rates at which fees are levied
have been duly notified;

(v) that in respect of leases of ferries managed by the board
rq,tes are duly approved by competent authority;

(vi) that when expenditure is incurred from District Board funds
on sanitary arrangements in connection with fairs and festi­
vals held on the district board lands. the fees realised by
the board. if any, should be credited to ~he district fund;

2. Scope of Audit.-As in paras 2(b) and (c) and 3(a) and (b)
of Chapter VIII. A list of registers and records maintained is giveh
in Appendix XLIV to Vol. I.

3. Re~-The revenues of a district board may be divided
into-merollowing three main classes for purposes of check :- ,

(a) Revenue leased out:

(b) revenue collected departmentally;

(c) fluctuating items of revenue and revenue derived from
assets of fixed nature.

The processes outlined in Chapter VIII containing conspectus of
audit of municipal accounts will also be applicable to District Boards
so far as they do not find mentioned in this chapter. The processes
outlined in this Chapter only supplement the provisions made in
Chapters I to VII ante.

4, (a) Revenue Leased Out.-Fees for ferries, pound rents,
fisheries;-to-ll~tc-:=- •

These should be examined in the following manner:­

(i) As in para 10 of Chapter VIII.
NOTE.-The Board officers concerned should be held liable to make good the loss, if any,

which may be caused to the board due to their failure to see that agreements are duly obtained
and registered under the rules.



(ii) that the amount due according to the collector's statement
is adjusted to the credit of the district board regularly;

(iii) that the final statement showing the amount payable to the
district board during the fasli is received from the collector
and necessary adjustments with reference to the final state­
ment are carried out during the succeeding years.

NOT!!.-The correct distribution ofland revenue receipts between land revenue and cesses
is a matter for which the collector of the District -is responsible, subject to the control of the
Board of Revenue; no check over this item will be exercised by the audit office.

(b) Fees on encroachments.-Encroachments in district board
areas are booked by the Engineering subordinates. The fees in res­
pect of unobjectional>le encroachments allowed by the district board
are properly collected py means of miscellaneous receipts. It should
be seen-

(i) that all encroachments noticed and reported are entered in
the register;

(ii) that prompt steps have been taken to evict all objectionable
. encroachments;

(iii) that in the case of objectionable encroachments fees on the
scale laid down by the board are recovered;

(iv) that no encroachment is allowed to continue unless sanc··
tioned by the board;

(v) that the fees recoverable in respect of unobjectionable en­
croachments are noted in the demand register of land rents
and are collected by means of miscellaneous receipts.

NOTE.-Loi!g pendency in the disposal of encroachments should be brought to notice
in the objection statement.

(vi) that the permissions granted are in accordance with the
provisions .pf the Act and of rules framed thereunder;

(vii) that the miscellaneous receipt books sent to overseers for
collection are noted in the register of receipts issued and
that they are obtained, back from them after all the receipt
books are collected and filed in the office;

(viii) that the postings of all collections of encroachment fees in
the relevant registers are correct and agree with the receipts

# issued;

(ix) that arrears pending collection at the end of the year are
carried forward to next year's register.

(c) Fees for the- use of Dak Bungalows, Inspection Bungalows
etc.-It should be seen whether bye-laws have been framed to pro­
yide for the re~lati~n and use of bungalows. The Bungalows are
m charge of Engmeermg department and fees for occupation of Dak
Bungalows are collected by watchmen under the supervision of over­
seers. It should be seen that fees collected are correct with reference
to the period of occupation _(hours and date of arrival and depar­
ture are to be noted by the occupiers) and the rate fixed and that
the recovery of fees unless exempted in any case by the district

board has been effected from all the travellers who had used the
bungalow, etc., is watched and checked by departmental officers,
with reference to the chalans and other records. It should be seen
in audit that all collections remitted to the credit of the district
board have been noted in the Bungalow Book and whether all items
noted in the book have b~en remitted to the district fund. Any un­
usual delays in the remittance of collections into the b,?ard account
by the' Bungalow watchman should be properly dealt wIth.

(d) Medical rece~pts.-The receipts ~rom hospitals aI?-~ dispen­
saries consist of subscriptions and donatIOns, cost of medIcmes sold
etc. according to the regulations framed by the board or any orders
issu'ed by Government. The credits in the Distric~ Board Cash Boo~

_should be' checked with reference to relevant regIsters of the hOSpI­
tals and dispensaries concerned, chalans, etc.

(e) Endowments and Trust 1'eceipts.-It should be seen-
(i) that a record of the history of each endowment is kept;

(ii) that a register of endowments showing the opening balanc~,
receipts, charges and closing balanc~ of each endowment IS
maintained and the total of the closmg balances of all the en­
dowments tallies with the closing balances of the endowment
account in the monthly account of March;

(iii) that the revenue due in respect ?f each endowment is pro­
perly watched ~nd promptly realIsed;

(iv) that the balances are correctly carried forward;

(v) that the Government and other contributions are duly
brought to account;

(vi) that the i~terest on Government or other securities has
been duly realised and credited to the endowments concern·
ed;

(vii) that the rents and produce of lan~s, etc., are dul~ realised
and credited and that necessary demand, coll~ctl?n, and
balance statements, etc., are being correctly mamtamed and
recovery of the balance watched;

(viii) that the items shown under miscellaneous are such as, sh~uld
correctly fall under that head, and that t?e full realIsatIOns
under the head are duly brought to credIt;

(ix) that the contribution from the general revenues of the
Board or from other endowed institutions have been .duly
sanctioned by the boards and that the loans are repaId or
adjusted in time to the credit of the general revenues of
the board or the endowed institution concerned, as the case
may be;

(x) that an account showing ~he s~urc~s of revenue of the seve:
ral endowed institutions IS mamtamed and the amount rea
lised under each of them is duly proved;

(xi) that there is proof of the existence. ?f endowments in the
shape of Gov:ernment or other secuntIes.;

[5CHAP. IX] PROCESS!:S 'OP AUDIT OF DISTRICT BOARDS' ACCOUNTS1+2
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(xii) that the receipts of the several endowments are utilised fcr
the purpose for which the endowment was originally made
or subsequently assigned under competent authority;

(xiii) that th~ surplus balances of endowments are promptly in­
vested 10 any of the authorised forms of securities.

(f) Contributions from Government and other Boards', Munici­
palities, etc.-The Government pay the following cont~ibuti~ns-

(i) A share of State t~x en motor vehicles;

(ii) countervailing grants in lieu of fines and penalties credited
to Government.

I t should be seen-
(i) that all contributions due are recorded in the miscellaneous

demand register to watch their timely recovery;

Oi-) that contributions received for specific purposes are utilized
only for those purposes and are not diverted for. any other
purpose.

(g) Sale proceeds of sweepings, tools and plant old stores and
materials and of trees and avenue produce. . '

(i) Avenu~ prod,!!ce receipts.-It sho d be seen that a register
of frUlt bear10g trees is maintained in the District Engineer's
office up to date and that the receipts from the sale of pro­
duc~ or unsufructs o~ trees are watched ,properly through this
regIster. The sale 11sts, agreements for sales conducted and
reasons for omissions to conduct sale, etc., may be obtained
from the District Engineer's office and checked in the course

.of examination of this item of receipt.

(ii) Sale-proceeds of tools and plant SUJeepings and other stores
and materials.-All" unserviceable tools and plant. and
stores and materials should be sold under the orders of the
district board. The following records should be checked.-

(a) proceedings of the district board permitting the sale;
(b) sale lists; and
(c).. Orders of the Chairman, District Board, accepting the bid.

It should be seen that the sales of ,the kind are entered in the
register maintained for the purpose ,and the sale proceeds are col­
lected without delay and generally before the articles are allowed
to be f:aken possession of by the successful bidder. The value of the
articles of tools and plant sold or lost should have been written off
with be sanction of the district board. The note of write off made
in the tools and plant register should be verified during audit.

(iii) ,Avenue clippings, dead trees, etc.-These are sold by the
concerned overseers under the orders of the District En­
gineer. This will l::>e dealt with later on in the section deal­
ing with the District Engineer's accounts.

/

(h) Income from railways.-Provisions of the Act, rules framed
thereunder and orders connected therewith should be persued to
verify whether the amounts due, if any, are realised and whether
other conditions are being fulfilled.

(i) Miscellaneous receipts such as ~nterest on .loans, securities,
interest on arrears of revenue and unclaImed depOSIts and other for-
feitures ;-

(1) Interest on loans, securities, etc.-Repister at ~nvest"!1'ents.-:­
The, following points should be attended to m exammmg thIS regIS-
ter-

(i) whether the balances of interest as well as of investments
are correctly carried forward;

(ii) whether separate pages have been set apart for the record
of investments relating to general fund, endowments, pro­
vident fund, etc.

(iii) whether the investments are covered by proper sanction;

(iv) whether in the case of transactions relating to e'ndowments.
provident fund. etc.. the entries in ~he ~egister correspond
with the entries in the accounts mamtamed separately for
each;

(v) that the investments have not· been disp?sed of except f~r
the specific purpose for which they have been made, and If
'not required they have been reinvested without delay:

(vi) that in the case of investments withdrawn, the sale proceeds
have been duly credited in the' accoun~s or if the sale ~as
bv transfer of investments, it is supported by correspondmg
entries under inve:;tments of the fund so credited and by

,proper voucher;

(vii) that interest due has been' realised on the due dates and
credited in the accounts and the total for the year agreed
with the account for March and in the case of provident fund
interest with the credit under interest in the provident fund
ledger and abstract;

(viii) that interest accruing from investments made for !Jleeting
a specific expenditure at a future date has been re10vested
and added to such reserve without being credited to the
general funds of the board:

(ix) that the securities are .kept under proper custody;

(x) that the register evidences review' by responsible officer.
NOTE,-Investments in National Savings Certificates are permissible.

(2) Interest 'On arrears of revenue.-It, slJ,ould be ~eetl~ that yenal
interest 'is' collected in all cases of late paym~nt ~f kIst a~cordm~ to
the agreement and 10 cases where the penal mterest IS ,waIved
under the rules, the previous sanction of competent authonty has
been obtained.



(iv) that the book is written up daily and that the cash balance
at the time of audit is correct;

NOTE.-A surprise check over cash balance should be exercised in the manner laid down
in Chapter II of this volume.

(V) that the collections are remitted intact into the treasury;

(vi) that all receipts paid by parties in the Treasury direct and
amount of grant, etc., adjusted to the District Fund account
at the Treasury and noted in the Pass Book are entered in
the -Cash Hook.

(vii) that the amounts entered in the treasury or the bank
column on the charge side of the Cash Book agree with
those in the counterfoils of cheques.

NOTE.-(I) All the counterfoils of cheques for the period of audit should be traced into the
Cash Book.

(~) If the cheque includes the amount due for payment on more than one voucher, thr­
totals should be tested to see that the amount drawn on a cheque is correct.

(viii) that cancelled cheques, if any, are forthcoming and that the
amount is written back in the cash book;

(ix) that the amounts drawn on self cheques are exhibited in
the Cash columns on the receipt side and expenditure there­
from shown on the Cash column on the expenditure side;

(x) that adjustments are correctly shown according to rules;

(xi) that cheques in respect of payments of salary and fixed pay­
ments are not issued before the 1st working day of the
month following that to which the payment relates subject
to such exceptions as may be covered by rules and special
orders.

(2) Pass Book.-It should be seen-:
(i) that the collections remitted into the Treasury have been

duly credited and that only the amounts of cheques issued
on the treasury by the Chairman or by an officer to whom
the power has been delegated have been debited in the
pass book.

NOTE.-For this purpose the daily remittances of collections as per Cash Book should be
traced into the pass book through the remittance chalans and the paymcnts as per cash book
through the counterfoils of cheques issued ino the pass book.

/
(ii) that all receipts from local boards or other institutions paid

into the treasury direct to the credit of district funds and
amounts of grants, etc., adjusted to the credit of the district
board at the treasury and credited in the Pass Book have
been duly taken credit for in the cash book and in the
posting register;

(iii) that the book is written up at the treasury and that each
receipt entry is duly authenticated;

(iv) that the book is balanced monthly over the signature of
the Treasury Officer;

(v) that the pass book is sent to the Treasury for being written
up regularly; I

1:+6
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(3) Unclaimed deposits.-It should be seen that at the end of
each year any deposit or balance thereof has been credited to a
revenue head of account if it has remained unclaimed for a period'
of three years from the date of receipt of the deposit. .

(4) Income from the sale-proceeds of buildings, lands and other
property belongt.ng. to or vested in the district board and rent of
departmental butldmgs.-In addition to the instructions of the lease
of m~rkets, pounds, ferries, etc., the following points should also be
exammed :-

(i) that the district board has published a notice of the propos­
ed lease or sale in the manner prescribed under rules;

(ii) that in. res~ect of. le~se of immovable property belonging to,
or vestmg m a dIstnct board, necessary sanction of compe­
tent authority has been obtained;

(iii) that in respect of sale of immovable property the sanction
of the competent author.ity is obtained; . .

(iv) that the sale proceeds of the property are realised without
delay;

(v) that no further payment on account of assessment, grouhd
rent, etc., is made by the district board after the immovable
property has been sold; and

(vi) that in the case of departmental buildings occupied by
officers and servants of boards rent is covered according to
rules.

6.~nts and Register~-The process of check of the accounts
and register IS briefly descnbed below:-

(1) Cash Book.-It should be seen-
(i) that the entries on the receipt side have been correctly

made from the counterfoils of chalans received from the
treasury, register of money orders received and counterfoils

. of miscellaneous receipts issued to parties for moneys paid
into the district board office direct:

NOTE.-Ail the entrie~ from the register of money orders and all counterfoih of miscel­
laneous receipts should be traced into the cash book to see that moneys received have been
brought to account.

(iii that there are no erasures and that all corrections have been
neatly made and attested by the Secretary and there are
no blank spaces left in the Cash Book either on the receipt
or expenditure side and that if there are any such blank
spaces they are properly crossed through by diagonal lines;

(iii) that the book is closed every month and that a reconcilia­
tion of the closing balances of the pass book and cash book
is effected and recorded over the signature of the Chairman ;

NOTE.-Separate Cash Books for Local Boards and Union Committees arc maintained.
Copies of the Local Board Cash Books are submitted monthly and of the Union Committ~

q~arterly and the totals of monthly charges in the case of Local Boards and of quarterly re­
ceIpts and charges in the case of Union Committees are included in the respective totals of
the general cash book before the reconciliation is worked out. Auditors should trace all entries
in the Cash Book from the copies of the Local Boards and Union Committees cash books and
comp'\re the copies from the original cash books.

CHAP. IX) PR.OCESUI OF AUDIT OF DISTRICT BOAllDS' ACCOUNTS [I
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(vi) that the balance shown in the pass 'book at the close of
every month agrees with that entered in the Cash Book after
the necessary allowances for encashed cheques unremitted
revenue, etc.

NOTE.-This veri6.cation should be effected as follows:-

Take the Cash Book balance a~d add to it the total amount ofuncashed cheques and de­
duct the amount of unrerrutted revenue. This will represent the balance in the
treasury and If the~e is any difference it should be traced. The uncashed cheques

./ should be verIfied With reference to the subsequent uncashments noted in the Pass
,/; ~ book after the close of the month concer!,ed.

~/ . 7. Re ister 0 contributions towards' leave salary, pension, pro­
/ 'V~dent fUnd contn .u tOns 0 0 cers an servants lent on foreign ser­

'Vtce or on deputattOn.-
I t should be seen- '
(i) that a separate page is set apart for each officer or servant

lent on foreign service;

(ii) that the amount of contribution due has been correctly
worked ont; .

(iii) that c~r~ificates showing dates of makfng ovftr 'charge and
of receiVmg charge of the new post in foreign service have
been obtained; and, ' ,

(iv) that the contributions' towatds' leave salary and 'provident
fund lare paid at the prescribed rates.

8. In the following cases audit checks 'should be exercised on
'the lines indicated for the audit of similar registers in Chapters II
and VIII of this volume.

(i) Cheque Boo~~.

(ii) Register of advances recoverable.
(iii) Register of Deposits.
(iv) Register of loans.
(v) Miscellaneous Sales Register.

(vi) Miscellaneous Demarid Register.
(vii) Register of Endowments.

(viii) Register of Cheques, drafts, etc.
(ix) Register of Government grants, Discretionary grants.
(x) Register of scholarships.
(xi) Stock account of tickets, etc. for revenue managed depart­

mentally and subordinates account of collections.
(xii)' Law Accounts.

(xiii) Register of permanent advances.
~xiv) Adjustment Register. .1

(xv) Register of bills passed for payment.
(xvi) Stock account of forms.

(xvii) Acquittance Roll. ,.
(xviii) Register of tools and plant and office furniture.

CHAP. IX] PROCESSES OF AUDIT OF DISTRICT BOARDS' ACCOUNTS [8-91

. (xix) Register of immovable properties.
(xx) Stock account of stamps.

(xxi) Stock aCGount of stationery.
(xxii) Suit Register.
(xxiii) .Register of Miscellaneous receipts.
(xxiv) Register of investments.
(xxv) Register of encroachments.
.(xxvi~ Register of estimates and allotments.
(xxvii) 'Monthly and Annual Accounts.

(xxviii) Provident Fund Accounts.
(xxix) Tools and Plant Registers.
(xxx) Audit Register, etc.
(xxxi) Service Books, leave accounts.

NOTE.-Items of advances which remain unadjusted for more than three years should be'
specially scrutinized and suitable comments made in the audit. Recovery of the time-barred
advances in all such cases where negligence in the adjustment of advances is noticed, should be'
proposed under the Local Fund Audit Act.

9. Pounds.-When pounds are under direct management, com-·
pare the pound-keeper's register of collections with the counterfoils
of the receipts given by him for fines and feeding charges and trace'
the credits for the fines into th~ Cash Book. The check may be
restricted to a comparison of 25 per cent of the counterfoils and to
agreement of the collection accounts with the Cash Book.

When pounds are leased-
(a) Compare the particulars of the lease shown in Form XIIA

prescribed in rule 81 of the District Board Account and
Audit rules with the kabuliyats and sale lists, and see that
the balances of the previous year's accounts have been
correctly brought forward;

(b) See that the kabuliyats have been stamped and register-·
ed;

Check 10 per cent. of the postings in the pound register with­
the Treasury chalans;

See that pound rents have been credited in favour of Gov­
ernment and not credited into the District Fund;

(e) Compare the total monthly collection as per the Pound
Register with that shown in the list of Treasury chalans for
pound rent furnished by the Treasury every month;

(f) Compare the quarterly returns submitted. by the Local
Boards with the accounts in the District Board's Office, and
note any discrepancies;

(I{) See that all remissions have been authorised by the Provin­
cial Government and report the amounts remitted as well
as the outstandings.
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10. Femes.-The check' exercised in regard to pounds should
be applied mutatis mutandis, to ferry receipts.

See also-

(a) that the period of settlements of ferries (which must not
exceed three years) has been confirmed by the Divisional
Commissioner as required by L. G. No. 40-L.S.G.R., dated
the 29th April, 1926;

(b) that no ferries are closed without the sanction of the Divi­
sional Commissioner as required by B. G. 3403, dated the
1st December 1904.

11. Receipts from other sources.-(l) Check sale papers and
leases and compare the rent fixed with the demand entered in the
respective registers for fixed income.

(2) Trace collections into Cash Book or chalans and remissions
with orders.

(3) See that proper record is kept of leases of lands, shops, and
other sources of fixed income.

(4) See that where land is sold the sale is covered by sanction
of competent authority.

12. Miscellaneous receipt~.--Check as far ~s feasible, :receipts
and accounts, called for, in accordance with rule 1 of the Statutory
rules under the Audit Act, as per list forwarded by the Auditor with
the audit intimation. The nature and extent of the checks that
should be applied by the Auditor will depend upon the manner in
which the accounts have been maintained. It is therefore not de­
sirable to lay down a set of hard and fast rules for the purpose. The
Auditor should exercise such checks as his intelligence and experi­
ence tell him to be necessary or valuable.

13. Audit Begi~See that all recurring charges, such as, pay,
scholarshIps, and stipends are entered in the Audit Register.

14. Finance Committee Audit.-Go through the Audit Note of
the Fin e ommlttee and see if the accounts are audited regularly
and in a business like manner. Report whether the audit is con­
ducted according to minimum conspectus of audit prescribed by the
E:~aminer of Local Accounts.

B. Examination of Registers and accounts of District Engineer's Office.

15. Side by side with the audit of vouchers of the District Boards
office, all the vouchers concerning tbe District Engineer's office
should be examined with reference to the records maintained there,
viz., Register of contractors, tender register and tender files, agree­
ments obtained from contractors, materials at site statements, stock
accounts, measurement books, register of works, contractor's ledger,
register of deposits, etc.

Audit checks to be exercised on the following registers as also
on other points should be on the same lines as indicated in Chapter
n of this volume.

(a) Register of Contractors, tenders, etc.
It should be seen-
(i) that the register of contractors is kept up-to-date in accord­

ance with the rules.

(ii) that tenders in sealed covers ha~e be~n invited by the Dis­
trict Board in the manner prescnbed m rules.

(iii) that tender notice or advertisement contains the following
particulars :-

(a) When and where the contract document may be inspected:

(b) the precise form of tendering, i.e., whether it should be
at a specified percentage below or above the estimate
rates or whether definite rates should be quoted for each
item of work included in the schedule;

(c) when and where tenders are to be submitted;

(d) when and where they are to be opened;

(e) the amount of earnest money which should accompany the
tender and the amount and nature of security required in
case the tender is accepted;

NOTE.-The u.nrefunded deposit of a contractor in respect of tenders which have not been
:accepted may be treated as earnest money for other tenders from the contractor provided th.e
-contractor makes a specified request to that effect and that the amount of the unrefunded depOSIt
is not less than the earnest money fixed for the tenders. The name of tbe wor~ or works f~r
wbich the unrefunded deposits are treated as earnest money should be noted m the depOSIt
register under his initials.

(f) the authority competent to accept the tender;

(g) that tne authority competent to accept the tenders reserves
the right to reject any or all of the tenders received, with­
out :lssigning any reasons;

NOTE.-( I) Reason should be recorded for the information of audit and inspecting. offi­
cers. When valid tenders at or below estimate rates in respect of a work have been recelVcd,
they should be disposed of in accordance with the rules. If for any reason it is proposed to
reject all the tenders and invi te fresh ones, the circumstances should be reported to Govern­
ment and their orders obtained.

(2) In cases where only tenders at rates in excess of the estimate rates are received for
works due to com ;nation among tenderers or other causes, such tcn~ers shoul~ not be accep­
ted straightaway. In such cases fresh tenders should be mVlted and dlsposcd ofm accord~nce
with the rules. If no tenders are received at or below estimate rates even for the second tIme,
the work should be executed departmentally or on piece-work by the local fund engineering
staff. There should be no difficulty in carrying out road maintenance works departmentally.
Where such departmental work is not found practicable, it s~ould be a cer~amed whe~her the
.non-receipt of tenders is due to the inadequacy ot rates prOVided I~ thp estImate and l~ so the
estimates should be revised and fresh tenders called for. The Dlstnct Engmeer should m such
cases place on record his views as to which rates should be increascd to what extent and for
what reasons. If the non-receipt of the tenders is not due to the inadequacy.of the rates o~ even
after revisions of rates and fresh invi tation of tenders, no tenders are receIved, the ChaIrman
should obtain a full report from the District Engineer as to the reasons for the non-receipt
of tenders and may entrust the work to a selected contractor at rates not exceeding those pro­
vided in the estimate.
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(iv) that all tenders received have been considered except· in
special cases;

(v) that only lowest tender has been accepted and where it
has not been accepted the reasons for rejecting it have been
recorded clearly by the authority who accepted the tender;

NOTE.-(I) The tenders received should be tabulated in the tender register prescribed.

(2) Erasures, over-writings, etc., in the tenders should have been attested by the tenderer
and/or by the District Engineer.

(3) In the case of all capital or maintenance works on roads towards the cost of which
Government give full or partial grants where the lowest tenders are not accepted, a report
should be made to Government and the tenders should be disposed of in accordance with the·
orders that may be passed by Government.

(vi) that in no case has a tender been accepted at rates other
than those specified in that tender and that there has been
no avoidable delay in the disposal of tenders;

(vii) that when tenders are invited for several works individual­
ly, a separate tender for each work has been insisted upon;

(viii) that tenders for road materials have not been invited for
periods exceeding one year at a time;

(ix) that the tenders have been accepted by the competent
authorities.

NOTE.-The original tenders should be traced into the tender register and the latter
sRould be examined in all cases. •

"
(b) Agreements.-After the ,examination of tenders. the tender

percentagE, or the rates of the accepted tender should be traced into
the agreement and into the memorandum of contract rates. The
rates entered in the agreement should be carefully checked during
the audit of the first payment itself and any defects noticed. should
be brought to the notice of the Chairman and suitably commented
upon in the Audit Report even though no actual excess payments
are noticed. It should be seen that the rates in the accepted agree­
ments are not normally revised during the currency of the agree­
ment. Whenever revised rates in an accepted agreement are sanc­
tioned the fcllowing conditions should have been observed :-

(a) The increased rates should be given effect to only from the
date of sanction of such revised rates unless it is specifical­
ly stated by the authority sanctioning the revision that they
should have retrospective. effect.

(b) The rules governing the revision of estimates should be com­
plied with.

(c) A revised agreement embodying the revised rates should be
obtained from the contractor executing the work and ap­
proved by the competent authority.

The tender percentage or the rates may be checked in the second
and subsequent bills with reference to the rates in the first bill
which would already have been checked or the memorandum of con­
tract ratES in respect of new items not found in the first bill.

The other items of checks prescribed below should be exercised
in resp~ct of all the bills, i.e., whether they are the first or subse.-
quent bIlls. .

(c). Materials~at:-site statements.-The receipts and issues for
spreadmg .of matenals shown in the contract certificate should then
be traced m the concerned statement. In doing so, it should be seen-

(i) that metal returns have been received in all cases',
(ii) that they bear evidence of having been scrutinized in the

... "Engineer's Office;

(iii) that in cases of difference noticed in the Engineer's office
e.arly .steps had been. taken to reconcile them in communica­
tIOn, If necessary, WIth the subordinates concerned',

(iv) that di~eren~es n~t properly accounted for are brought to
the Engmeer s notIce and that the. action taken by that is
sufficient;

(V) that the opening balance agrees with the closing balance of
the previous return;

(vi) that the quantities shown as collected on paid vouchers or
ir: bills received in the Engineer's office have been correctly
snown as receipts against the miles concerned; and that
voucher numbers have been noted in the column provided
for the purpose to facilitate reference;

NOTE.-If sufficient details are not given in the vouch"rs, the measurement books should
be referred to.

(vii) that the issue.s as shown. in t~e IT).etal returns are supported
by the spreadmg or cartmg bIlls paid for or pending pay­
ment;

(viii) that the quantities shown in the bills as spread or carted
are fully covered by the materials at site;

No~.-Ifthis is not the case, recoveries should be suggested in tht. absence of satisfactory
explanatIOn.

(ix) that the quantities carted from depots to the road-sides or
from one .road or p~rt of a road to another, are correctly
shown as Issues agamst the depot or road frem which they
were carted and as receipts against the road to which they
were transported;

(x) that famine materials have either been included in tht::.'
returns produced or in separate returns;

(xi) that collection charges if provided for, have been paid for­
supplying famine materials;

(xii) that iI!.. district where the district boards have b....en permit­
ted to stock road materials-

(a) The stock does not at any time exceed the prescribt>d
limits;

(b) the contractors for consolidation are paid only the con,
veyance charges from the depots;

] 1--8 A G. Bib'lr/57.
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(c) in all cases of issues from stock the materials are taken tothe site accounts of the respective works and duly ac­counted for there and necessary adjustments are made todebiting the cost to the works by contradebit to stock;
(d) the monthly closing balances are stru~~ aD;d t~e tota,~thereof agreed with the balance under Engmeer s Stock

-- in the district board monthly account.
~ (d) Contractors' Ledger.~ntries in this l~dger should be/" checketi iIi detaIl with reference to the contract certIficates concern-

ed. It should be seen--
(1) that a separate folio has been opened for each contractor;
(2) that an index is attached to the ledger for facility of re­

ference;
(3) that when a contractor is engaged upon more than one work,the transaG-ii0I'S relating to each of them have been recorded

separately;
(4) that the entries of debits and credits agree with those in the

the corresponding contract certificates;
(5) that the balance due on account of each work agrees withthat shown in the contract certificate or the register of

works;
(6) that in the case of outstandings of more than three mo~ths.explanation is forthcoming as to the cause of non-adJust-

ment in each case;
(7) that the ledger evidences check at the hands of the

Bngineer;
(8) that the balances are correctly brought forward;
(9) that the statement of outstan.ding balances is correctly pre­

pared, as required by the rules;
NOTE.-For the purpose of this check, the whole. of the items not affected by the month'stransactions as shown in the ledger, should be traced mto tho:: stateme.nt referred to. It shouldalso be sern whether satisfactory explanations have bee~ gIven for Items of ,:",ore than thr~emonths' standing. If large outstandings ar,? leFt unadjusted WIthout sufficIent cause, tJllSshould be pointed out in the report or ObjectIOn statement.
(10) that in cases where cont~actors unduly delay preferring theirclaims the accounts concerned are closed, and the amounts

due a~e transferred to 'deposits'.
(e) Register of works.-This register should be examined with

a view to seeing-
(i) that all original works and special repairs including impor­tant ren0wals have been accounted for by sub-heads, andthat the transactions relating to them have been' posted in

"he register of works by sub-heads also;
NOTE.-In both the cases the correctness of the entries should be checked.

fa) as regards estimated and contract amounts, by comparingthe figures in the register with a few of the connected
lL'"lcuments called for at random.

(ii) that excess over estimates or allotments either under sub­heads or in the total expenditure on the' works are coveredby the sanctions obtained on the deviation statements or com­pletion reports or otherwise;
. NOTE.-The register should b~ generally examined for purposes of this check, with thedevIa.tIOn statements and completIOn reports concerncd. All c,-ses in which the total ex­pe~dI~ure on a work has been exceeded without proper sanction should be detailed in theobjectIon statement.

(iii) that. the transactions relating to completed works havebeen closed in the manner required by the rules and thedate of submission of the completion reports noted in thespace set apart for the purpose at the foot cf the register;
(iv) that the book" bears evidence of check by the Engineer.
(v) that the average rates are struck. every month with re­ference to the total amount of work turned out Un to date

a~d that they do not exceed the estimated or cont'ract rateWIthout competent sanction;
(vi) that the register as ~ whol~ is neatly and correctly writ­ten up, and that an mdex IS attached to it for facility ofreference;

(,6j) that..in the case of works accounted for by sub-heads, thedet.aIl for .th; total amount shown under the head 'rna-tenals-at-slte are forthcoming; .
(viii) that in the case of incomplete works, the necessary entries

a~e brought forward from year tp year until the works areelthe,r finally completed or abandoned;
(ix) that th~ 'arrears -due' as shown in the register of worksagree WIth the amounts in the contractors' ledger;
(x) that the total charges as well as the amount of estimateand appropri~tion as entered in the schedule of expendI­ture agree WIth the corresponding entries in the registerof \'.lorks.

NOT.E.-T~le posti ng of the entries relating to progressive total may be resticted to thosemonilis 10 whIch payment is made for the work.

(f) Completion Reports.-It should be seen-
(1) that the report is submitted with the accounts of the monthin which the work is reported to have been completed;
(2) t~at the entries in the report accord with those in the regIster of works;
(3) that all deviations not already sanctioned are dulysanctioned;

(4) t~at the name of the Engineer or subordinate who super­VIsed the work has been duly filled in;
'(5) h~ at the name of the officer by whom the work W<lS la~mspected has been duly noted; and



(6) that explanations of differences and proposals for disposal
of materials at site are duly given; also reasons for outstand­
ing liabilities.

g) Measurement Books.-During audit, all the measurement
books which relate to the last bills for the year for all wor~s. not
completed during the year should be called for and scrutimzed.
For the purpose of ensuring that this is done, it should be se~n that
if the last bills for the year of all works not completed d':lnng. th.e
year and which are specified in the statement of outstandmg ha~I­
lities prepared by the District Engineer have been. checked m
audit with reference to the measurement book. Dunng the che~k
of measurement books, it should be seen that all works are paId
for only after measurements have been recorded and are finally
paid for only after check-measurement has been done. All the
measurement books in which the measurements for a work have
been recorded should be called for and checked for all the entries
from the first payment to the last. In checking the measurement
books, the following points should be kept in view:-

(i) that a stock register of measurement books is maintained
in proper form;

(ii) that the measurements relating to each work are recorded
either in a separate book, or on separate pages set apart
for the purpose;

NOTE.-Materiais collected on the road side should ordinarily be check-measured after
the whole collection on a well-defined stretch of the road is completed to avoid any oppor­
tunity for fraud. In the event of collection bein.g incomplete and the materials collec~ed
being required urgently for the road further collectIOn should be suspended and the materIals
so far collected should be check-measured and spread. After the spreading is completed
and check-measured and the balance of materials at site recorded and check-measured, further
collection may be proceeded with.

(iii) that the requisite details as regards locality, lead, size and
description of materials, etc., have been given in the mea­
surement books;

(iv) that in cases where the measurements have been recorded
up-to-date, the previous measurements have been invari­
ably deducted;

(v) that no erasures are noticeable, and that all alterations in
the measurement boo s -Eave been duly authenticated
either by the subordinate concerned, or by the check­
measuring officer in the case of correcfions made by the
latter;

(vi) that the totals for each description of work have been
correctly entered in the abstracts prepared at the end of
the measurements recorded in the measurement books;

(vii) that the bills are an exact copy of the abstract prepared
in the measurement books;

'(viii) that no duplicate bills have been obtained and filed in
• the Engineer's office;

Non.-The measurement books concerned will have to be submitted to the District
Engineer', office when that office has to check the bills.
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(ix) that in the case of final payments check-measurements are
ordinarily made as early as possibl~ after the completion
of the works, and in any case, not delayed for more than
six months, and that the check-measuring officer has attest­
ed any corrections made by him in the bill, and has filled
in and signed the check-measurement certificate properly;

(x) that in the case of disallowances or increases made by the
check-measuring officer or fines levied the necessary deduc­
.tions or additions have been made in the final bills;

(xi) that the spreading and collection of materials have not
been measured together;

(xii) that measurements of departmental works appear in these
'books;

(xiii) that the rates at which departmental work is valued are
not more than the rates in the current schedule of rates;

(xiv) that all entries of measurements for which bills have
been prepared and submitted are duly scored out in red
ink and reference is given to the bill so prepared;

(xv) that all measurements of work done otherwise than de­
partmentally are check-measured by the Engineer or an
Assistant Engineer in accordance with the general orders
passed by the Chairman, district board, in this behalf;

NOTE.-Works executed by miscellaneous agencies should be check-measured by the
Engineer or other competent authority; and the district board should have determined either
by a general order or by a special one relating to a particular work who the competent authority
should be. .

(xvi) that all measurements are recorded clearly and intelli­
gibl.y by the measuring officer himself;

(xvii) that in cases where the date of the check-measurement
certificate is prior to that of the meast!rement by the sub­
ordinate, the check-measuring officer's measurments are
recorded in a separate book kept by him for the purpose
which should also be incorporated in the regular measure­
ment book;

(xviii) that the pencil entries, if any, in the column are not
inked over contrary to rule, and that those in the 'contents'
column are always made in ink in the first instance and
not inked over;

(xix) that amounts provided in the estimates for 'sundries' or
'contingencies' have not been paid to the contractor as a
matter of course, but that details of the work said to have
been executed are available;

(xx) that all the measurement books are eventually returned
to the Engineer's office for file, and the fact recorded in
the stock register of measurement books;

(xxi) that generally the instructions regarding measurement
and check-measurement have been observed.
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(h) Extract from Adj:ustment Register,-It should be seen-
(1) th~t the grounds of adjustment are clearly and specifically

given in each case,. the authority being noted whenever an
adjustment requires special authority;

(2) that the credits and debits in each case exactly agree.

(i) Stock Register of Tools and Plant.-It should be seen-
(1) that all purchases of tools, and plant as per vouchers for

'charges incurred, have been shown as receipts;

(2) that issu~s by sales or writes-off are_ supported 9Y ~ale lists
and credIts m the accounts or by the necessary sanction;

(3) that annual returns have been received in the Engineer's
office from all the sub-divisional officers;

(4) that a verification has been made of the stock in the whole
district;

(5) that a consolidated statement has been prepared of the
numbers actually counted from the annual statement sub­
mitted by the sub-divisional officers and from the verifica­
tion made at headquarters:

(§) that any discrepancies between' the verified and book
__ balances have been properly reconciled.
..--

(~) Tools aryJ.~(l) Estimates should be prepared at the
~oma encetllentof the year fOr the maintenance of motor or steam
'oad-rollers for the entire year including the working and non­
,vorking seasons and including the pay of drivers cleaners watch­
nen, running expenses, tax, repairs, depreciation ~nd overh~ul anti­
:Ipa~ed. The purchases necessitated in the course of the year of
;pe~lal par~s and of ordinary tools should also be preceded by
nmilar estlmates duly sanctioned. The gross expenditure should
Je booked on the de~it side under: (i) road rollars, (ii) other tools
md plant. The cost mcurred on the maintenance of working of the
"oller should b.e worked out and charged to estimates for the main­
tenance of the roads on which the rollers are actually: used at the
"nd ?f the year or at the end of the wOJ:king season imd a' corres­
pondmg credIt shown. on. the receipt side under 'rollers'. If the
schedule of rates provides either for specific items for the use of
the road-roller or an addition to the ordinary rate for consolidation
by hand-roller, these items should be ~ed~cted from the rate paid
to the contractor and the cost of consolIdatlon for other items alone
should be paid to the contractor. .

. (2) The expenditure to be debited to "Tools and Plant" should
mclude the following items :-

(i) Purchase of new tools and plant (including rollers);
(ii) Repairs, renewals of parts of machinery, etc; and

(iii) (a) Taxes, and
(b)-Establishment charges such as pay of drivers, cleaners,

etc.

l~
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(3) (a) Recoveries in respect of tools and plant should be
effected from-

(i) Contractors;

(ii) Institutions or individuals to whom the machinery is lent
for use; and

(iii) Works where the consolidation, eto., relating thereto IS

done departmentally.
. . . ~ -

(b) The recovery to be made should not only be in respect of
item (iii) in sub-paragraph (2) above but also include depreciation
on account of items (i) and (ii) in that sub-paragraph. The rules
and orders on the point should be looked into.

(4) In addition to the rent payable under these instructions,
the person hiring the tools and plant and machinery should also
pay-

(i) all charges connected. with packing, .handling in the Stores,
conveyance and other incidental expenses in connection
with the despatch of the tools and plant and machinery
from the stores and return. thereto-including freight
charges, if any, also erecting and dismantling charges; and

(ii) the cost of replacing missing Or broken parts or of repairs,
r..ecessitated by any definite or specific damage.

(5) Recoveries as indicated in sub-paragraphs (3) and (4) above
should be treated in the account as "receipts" under "tools and
plant" and should not be taken. as "abatement of charges".

(6) It should be seen that the gross expendituJ:e of a year
under tools and plant is within th,e percentagE; prescribed.

16. Annual Verification stat.ements. These should be examined
with a VIew to seemg ,

(i) that these statements have been received early in each
official year from every subordin;1te, and that they include
tne whole of the materials-at-site throughout the district;

NOTE.-Any failure ·to verify balances should be brought to notice in the audit report.

(ii) that the statements are supported by detailed measure­
ment books [vide instructions (vii) below] and that the
check-measurement certificates have, in al'l cases, been

signed by the Engineer or by the sub-divisional officer;

(iii) that the figures shown in column (5) agree with those in
the corresponding monthly return concerned;

(iv) whether the original allotments and transfer of funds
actual quantity at site have either been satisfactorily ex­
plained, or that steps have been taken to wr.ite off or to
recover their value; .

NOTE.-I~ the case of writes-off, it should be seen that the sanction of the proper authority
is produced, while in that of recoveries the credits should be traced.
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(v) that copies of the verification statements have been sent
to the Chairman's office;

(vi) that the actual balances, as finally settled, are taken as the
opening balances of the subsequent year;

NOTE.-The quantities shown in the 'actual measurement' column of the verification
statements should ordinarily be adopted as the opening balances of the monthly returns for
April or the first month in the next working season. but where this has not been done, or the
actual rr.easurement figures are subsequently altered by the Engineer for sufficient reasons,
it should be seen that the necessary additions or deductions are made in the subsequent month's
return.

(vii) that separate meqsurement books are used for the record
of the measurements of the actual quantities at site at the
end of the year, and that they are invariably forwarded
with the annual verification statements and filed in the
Engineer's office after scrutiny.

Any differences noticed in the course of the examination of
the monthly metal returns and the annual verification statements,
should be brought to the personal notice of the Chairman and in
the absence of satisfactory explanation they should be detailed in
the objection statement or audit report.

17. Imprest Accounts.-The imprest accounts received and filed
in the Engineer's office for each. month should be examined to see-

(i) that the imprests allowed are not excessive, as compared
with the imprest holder's average expenditure;

(ii) that the imprest accounts have been correctly written up ;

(iii) that the opening and closing balances are correctly brought
forward and caried over;

(iv) that the abstract at the end of each account is duly filled
in at the Engineer's office, and that the transactions are
correctly posted into the cash book; •

(v) that the accounts are duly passed by the Engineer and that
the recoupments, etc., are noted therein by the accountant;

(vi) that in the case of reduction or increase of the imprests,
a note of the fact has been made in the cash book as well
as in tpe imprest accounts;

(vii) that amounts disallowed by the Engineer owing to want
of vouchers or other causes, are taken to the debit of "mis­
cellaneous advances" in his accounts;

(viii) that the accounts for each imprest holder are separately
numbered and filed in the Engineer's office.

18. Adjustment Book.-In examining this record it should be
seen-

(i) that the adjustments are recorded in sufficient detail, and
that the grounds on which they are made are fully stated;

(ii) that the adjustments are made for bona fide reasons, and
not merely with the object of evading audit objection;

(itii) that all the adjustments have been du1y approved by the
Engineer;

(iv) that in the case of adjustments relating to supplies made
from stock, a note of the adjustment has been made in the
supply bills, if any, so as to guard against double adjust­
ments and that the transactions are supported by state­
ments from the officer-in-charge of the stock;

-(v) that the . credits and debits have, in all cases, been duly
noted against the works concerned in the schedu1e of ex­
penditure.

19. Register _of Estimates. -This register need
only be examlned4 a cursory manner to ascertain-

(i) whether the register is a complete record of all the esti­
mates and allotments sanctioned;

(ii) whether there are any undue delays in the preparation of
estimates;

(iii) whether the estimates have been sanctioned by the proper
authorities, as mentioned in the manual;

(iv) whether the original allotments and transfers of funds have
been duly noted;

NOTE.-The sanctions quoted against the estimates and allotments should be tested here
and there with the copies of the several Board's resolutions filed in the Engineer's office.

(v) whether the amounts of the sanctioned estimates and allot­
ments, as shown in this register agree witn th.ose entered
in the schedule of expenditure;

(vi) whether the estimates are invariably accompanied by data
sheets in the case of consolidated rates, or those in excess
of the sanctioned schedule of rates;

(vii) whether in the case of maintenance works, credit is taken
for materials-at- site; and

NOTE.-For this purpose the monthly metal return, or the annual verification statement
should be examined.

(viii) whether the estimates are prepared on the proper form.

20. Register of deposits.-This register should be examined
to see- ------=:

(i) that the closing balances of the previous year have been
correctly adopted as the openi.ng balances of the year of
audit and that the total opening balance agrees with that
shown in the monthly account of the district board from
April;

(ii) that the receipts of the month have been correctly posted
from the treasury chalans, etc., and the total receipts
ta).lied with the total receipts shown under this head in
the district board account for the month;

NO'I'JI:.-If the deposit was received in cash the amount should have been promptly remitted
into the treasury.
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(iii) that repayments made during the month have 'been post­
ed against the concerned items in the register and attested
by the Engineer and the total of repayments tallied with
that shown in the district board monthly account;

(iv) that an abstract is prepared at the end of every quarter
showing the opening balance of the quarter (same as the
closing balance of the previous quarter), receipts and
payments of the quarter and the closing balance which
should be tallied with the quarterly account.

NOTE.-It should particularly be seen in audit that the reconciliation ha,<; been effected.

(\7) that a certificate is recorded by' the Engineer at 'the' end
of. each quarter that the entries in the register are main­
tamed 'up to date; and,

(vi) that at the end of the year any deposit amount which has
, remained unclaimed for a period of three years from the

date the deposit became refundable has been credited to
the revenue read of account.

21. Deposits received otherwise than in cash.-It should be
seen-

(i) that a statement of all transactions relating to such deposits.
has been senti to the Board office;

(ii) that a certificate is given by the Engineer at the, end of
every year regarding the verification, of the balances as at

, the end of the year;
NOTE.-All the securities on hand should be verified by the audit at orthe time of audit.

(iii) that the securities obtained are in one of the forms pres­
cribed in rules relating to deposits;

(iv) that security bonds have been taken wherever necessary.

22. Security depsotis of employees.-It should be seen-

(i) that security has been obtained from all the overseers from
the store-keeper in the office of the Engineer; ,

(ii) that security has been obtained from all other officers and
servants who are required to furnish security: '

(ii-a) that all employees having to deal with moneys have been
.required by the district board to furnish adequate security
an~ if no.t t~e 9,esirability of d~ing so, should be brought
to Its notIce m the relevant audIt reports and their replies
obtained;

(iii) .that security deposits have been obtained in the forms
prescribed; and

(iv) that security bonds have been taken in all cases.
NOTE.-The other checks would have been applied when checking the registers relating

to deposits and deposits received otherwise than in cash.

23. Schedule of miscellaneous advantes.-The following points
should be looked into-

(1) that the transactions are confined to items of the nature
mentioned in the notes on the form;

(2') that advances to work-people and those for collection of
labour, etc., made during the previous month outstanding
at the end of the month and those made duripg ,the month
at-e includedjn this schedule;

(3) that the entries are in sufficient detail to furnish clear
information in .regard to the. nature of the transactions;

f • J' ~ • , ,

(4) that necessary columns are correctly filled in with refer­
ence to the previous schedule;

(5) that the cost of stamped agreement papers, etc., are in­
cluded in the schedule with a view to its eventual reco-. . '
very;

(6) that the stock of such papers on hand agrees with the ac-
count balance as shown in the schedule; .

NOTE.-The stock should b~ counted and verified for the purpose. If forms have been
supplied to overseers for sale the returns received from them should be checked to arrive at
the number of forms remOlining unsold.

(7) that all debits are duly supported by the vouchers or by
corresponding entries in the extracts from the adjustment
register and that the total of the debits as appearing iq
the schedule agrees with that noted in the schedule of ex-
penditure; . .

(8) that the credit by 'work done' or 'stock supplied' agrees
with the amount shown in the vouchers concerned;

(9) that the nature of the adjustment and the steps taken to­
effect adjustment are invariably noted in column meant for
the same; . '

(10) that there were no unusually long delays in adjusting the
advances; and

(11) that the closing balance of the quarterly list agrees with
the corresponding figure in the account of the district
board.

24. Register of building.-This should be examined to see-
(i) that it is a complete recqrd of all ,buildings and lands under

the 'charge of the Engineer, and that it is correctly main­
tained;

tii) that in the case of lands or buildings purchased, the neces­
sary ti,tle-deeds or other documents vesting the property in
the district board concerned are forthcoming; and

(iii) that in the case of building used for residential purposes­
the rent is properly recovered and brought to account.

NOTE.-The recovc;ry of the rent should be watched through the miscellaneous deman&
register in the district board' office.' " .
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25. Register of bills received, etc.-In examining this register
it should be seen-

(i) that it is correctly written up;

(ii) that all the outstandings have been brought into the pres­
criibed statement of liabilities outstanding at the end of
the year, which should be compared for the purpose; and

(iii) that no bill is passed by Hie Engineer's office without being
~ntered in this register, and that the column denoting the
check of the bills are duly filled in.

26. Register of fruit-bearing avenue trees.-The points to be
looked into are-

(i) that the register is maintained correctly with reference to
the information furnished by the subordinates and is kept
up to date with reference to new trees on l,gnds acquired
or new trees reported to have begun to yield and the dead
trees sold;

(ii) that extracts from this register are sent to the Chairman,
district board;

(iii) that sale lists and agreements are available for the trees
sold or leased according to the register;

(iv) that the credits for the amounts realized are traceable in
the district board cash book (which should also be noted in
the miscellaneous demand register);

(v) that action has been taken for the recovery of unrealized
amounts; and

(vi) that proper reasons are forthcoming in respect of trees the
usufructs of which have not been sold.

27. Register of miscellaneous sales.-In this case, it should be
seen-

(i) that the register is used for recording all miscellaneous
sales, including those of tools and plant, avenue clippings,
etc.;

(ii) that applications for the required sales are duly received in
the Engineer's office after .the sales have been effected;

(iii) that the sanctioned applications are eventually returned to
the Engineer's office after the sales have been effected, with
particulars as to the amounts realized;

(iv) that even in the case of sales effected without obtaining
sanction (as in the case of windfalls or clippings) the parti­
culars of sale are reported on the prescribed application
forms;

(v) that the sale-proceeds are realized without delay, and are
duly brought to account; and _

(vi) that the book evidences check at the hands of the Engineer.

28. Acquittance Registers, Service Registers, etc.-Acquittances,
entries in service registers. leave accounts, etc., should be check­
ed in the manner prescribed for the check of these registers in
Chapter II.

29. Stock Account of Fonns, Stationery, Measurement Book~

Postage stamps, etc.-The stock accounts should be examined to
see-

(i) that the closing balances of tl;1e previous year have been
correctly brought forward as opening balance of the year;

(ii) that the purchases during the year as per vouchers, have
been credited in the accounts and the issues regulat~d and
the balances struck;

(iii) that the balances at the end of tne year have been verified
..... by the Engineer and certified to in the register;

NOTE.-The stock of measurement books and money value froms, -postage stamps, etc' r

should actually be counted and verified with the book balance on the date of audit.

(iv) that the completed measurement books are promptly re­
turned to the Engineer's Office;

NOTE.-The reasons for the delay in the return to the District Engineer's office ofused lip
measurement books should be ascertained and cases of bad delays should be noted in the annuaD
objection statement.

(v) the issue of money value forms should be checked with the
actual forms or books in use or used; and

(vi) that tender, agreement and combined tender and agreement
forms have been accounted for in a separate stock account
if the district board has decided to levy fees for them for
selling them to intendiqg and successful tenders in accord­
ance with the instructions on the point.

30. Grants from the road development tfund.-Grants from the
road development fund are given for (i) the construction of new
roads and bridges of any sort; and (ii) the reconstruction or sub­
stantial improvement of existing roads and bridges.

The grant is disbursed on the post execution system as in the
case of other non-recurring grants. The expenditure should be
audited on the lines of other non-recurring grants.

(C) Office of the District Medical Officer of Health

31. While checking the vouchers of District Board Office, the
connected records, viz., acquittance roll, stock and stores, etc. of
Health Officer's office should be checked.

(D) Local Board's Office

32. All the records of Local Boards' Offices should be checked
in the offices of the Local Boards. The quantum of checks will be
the same as prescribed in the case of District Board Office.

•



PROCESSES OF AUDIT OF DISTRICT BOARDS' ACCOUNTS [CHAP. IX

(E) Union Committees' Offices'

33. All the records of the Union Committees will be checked
either in the office of the District Board or in the offices of the local
boards or in the office of the Union Committees as far as practicable.
The collectivn accounts of the Union Committees should be checked
on the lines of Municipal accounts.

(F) Dispensaries whose accounts are merged in the District Boards

34. The accounts of dispensaries whose accounts are merged in
the District Board accounts will be checked cent per cent in the
District Board's Office.

(G) Dispensaries whose accounts are not merged in the Dist1-ict
Funds

35. The accounts of dispensaries whose accounts are not merged
in the District Board's accounts will be checked in the offices of the
Dispensaries concerned or in the District Board's or Local Board's
office, wherever available.

36. General.-On the conclusion of the annual audit one audit
report on the general fund accounts including important irre­
gularities noticed in the accuonts of the District Board, District En­
gineer and District Medical Officer of Health should be prepared
and separate audit report should be prepared on the following
categories of accounts :-

(1) Local Boards.

(2) Union Committees.

(3) Dispensaries whose accounts are merged in the District
Board accounts.

(4) Dispensaries managed by Joint Committees.

Statements containing other objections will be sent to the Dis­
trict Board for rectifying them after Examiner's approval and one
copy of the same will be kept in the Examiner's Office for refer­
ence.

37. The report will be forwarded to the Chairman of the Dis­
trict Board with the request to furnish replies within two months
of the receipt of the report. Copies of 'the report shall be endorsed
to- .

(i) the District Officer,

(ii) the Civil Surgeon (in case of dispensaries only),

(iii) the Commissioner,

(iv) the Secretary to the Local Self Government Department,
Bihar. ,

CHAPTER X

PROCESSES OF AUDIT OF DISTRICT EDUCATION FUND

1. Preliminary information required.-Before starting the audit,
the auditor should thoroughly acquiant himself with the constitu­
tion of the District Education Fund framed under the Bihar Local
Self Government (Amending and Validating) Act, 1954 and also
study the revised education rules framed under the Act and the
.Education Code. The procedure of audit laid down in Chapters I to
IV,VI,'VIII and IX as far as practicable will generally apply to this
fund in addition to the instructions contained in the paragraphs be­
low.

2. Scope of Andit.-(a) The accounts of the District Education
Fund are audited annually. The audit consists of the examination
of budget estimates and annual accounts, check of revenue, expen­
diture and stores accounts and of the examination of records con­
nected therewith. The list of registers should be called for as laid
down in para 23 of Chapter II.

(b) As in para 2(c) of Chapter VIII.

3. As in para 3(a) of Chapter VIII. The nature of check will
be the same as laid down in Chapter VIII of this volume. The pro­
cesses outlined in this chapter only supplement the provisions made
in the Chapters I to IV, VI, VIII and IX referred to above.

4. Budget Estimates and Annual Account.-It should be seen
that provision for grants for expansion and improvement of schools
conform to the plan of the Education Planning Committee and ap­
'proved by Government through The Director of Public Instruction,
that the budget has been passed by the Education Committee, the
District Board and Government and that provision has been made
for the unspent balances of Government grants received in the pre­
vious year and the grants received in the current year and of the
minimum obligatory expenditure to be incurred from this fund.

A general scrutiny should be made on the lines indicated above
and defects, if any brought out in the audit report.

5. Receipts.-The revenue of the District Education Fund may
be divided into the following four main classes for purposes of
check-

(i) Government Grant­
(a) Recurring grants.
(b) Non-recurring grants.
(c) Scholarships.
(d) DiscretlOnary grants.

(ii) District Board contribution.
(iii) School receipts.
(iv) Miscellaneous receipts.
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6. The processes of check in each case are described below.

/. Government Grant

7 The processes of check prescribed in Chapter IV of this
volu~e should be adopted. Cent per cent checks should be exercis­
ed.

II. District Board contribution

8. The basis on which amount of contribution is fixed should
be ascertained and it should be verified from the Audit Report .and
annual accounts of the District Board that the amount of contnbu­
tion is correct.

III. School Receipts

9. (i) Fee collection register in the office of the Dis.trict ~uperi:n­

tendent of Education.-It sh~u~d be seen tl:at the regI~ter IS mam­
tained in proper form to exhIbIt the collectIOns of ~ees m resp~ct. of
classes VI and VII of all middle schools. CollectIOn of admIssIOn
fees in respect of other classes should also be checked. The ac­
counts of those schools in which irregular remittance or short re­
mittance is noticed should be selected for special check at the Head­
quarters. Credit of all ~ollecti?ns s~ould be traced into .the Cash
Book and into the educatIOnal bIlls paId net and checked wIth State­
ment E attached to pay bills. Cent per cent checks should be exer­
cised.

The school fee credit register should be checked with the Cash
Book and the fee abstract attached with the monthly pay bills. In
case of any difference the matter should be thoroughly investigated.

(ii) Fee collection register of Middle Schools.-It should be'
seen-

(i) that tuition and admission fees and fines are collected from
the students at the prescribed rates as laid down in the Edu­
cation Code;

(ii) that the number of free and half free stuqentships conform
to the prescribed standard and are authorised by rules (vide
Rules 21 and 22 of Draft Education Rules); .

(iii) that collections are made and remittance made on due dates;.

(iv) that the totals in the register are correct;

(v) that remittances are supported by money order acknowledg­
ments;

(vi) that the outstanding dues are carried forward from month
to month;

(vii) that after names are struck off readmission, if any, is allow­
ed on full payment of the arrear fees;

(viii) that the figures of demand, collection and outstandings agree
with those of statement E attached to monthly pay bills;'

(ix) that seat rents and furniture rents are realized from boarders
of hostels attached to schoq.ls unless exempted under the
rules (vide Rule 23 of the Draft Education Rules).

The list of schools whose accounts ar2 c:udited should Le re­
corded in the list of registers and accounts audited and appended
to the report. It should be see!! that the accounts of no school escape
audit in one year or the other.

__ (iii) Fee Receipt Books of Schools.-It shoulo be seen that re­
ceipts are granted for the school fees collected from students as re­
quired by the rules and that the amounts as per the receipts are
correctly entered in the fee collection register. 10% receipts of the
middle schools the accounts of which are subjected to detailed check
should be checked.

IV. Miscellaneous Receipts'

10. The auditor should exercise cent per cent checks.-General
principles laid down in paras 37, 38 and 39 of Chapter VIiI of this
volume should be observed.

11. Expenditure.-Before the audit of paid vouchers is com·
menced, the following records and registers should be obtained and
kept ready :-

(1) Budget estimate and Annual Accounts.

(2) Guard file of vouchers.

(3) Cash Book.

(4) Subsidiary Cash Book.

(5) Cheque Books.

(6) Pass Books.

(7) Monthly accounts of receipts.

(8) Monthly accounts of expenditure.

(9) Quarterly accounts of receipts.

(10) Quarterly accounts of expenditure.

(11) Chalans.

(12) Register of bills for Payment.

(13) Audit Register.

(14) Register of advances.

(15) Quarterly list of advances.

(16) Register of deposits.

(17) Quarterly list of deposits.

(18) Register of Government grants.
(19) Schedule of rates.

12--8 A. G. Bih'lr/57
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12. In the case of the following registers and records audit
checks as prescribed against each should be applied;-

2 Treasury Pass Book

(a) (i) Payees' receipts

Reference to para No. of Manual in which
instructions have been laid down

(i) that the proceoure for submission. scrutiny.
am! countersignature of bills of schools
of the various categories as prescribed
in tbe Education Rules is observed and
that the prcsnibed forms are adhered
to;

(ii) that the rates of pay of teachers of managed
schools to be checked (through the AUdit
Register) conform to the rates approved
by Government according to qualifica­
tions ;

I n respect of the bills of Schools it should be
scen-

Cent per cent checks shuuld be exercised.

4 1 and 43 of Chapter I! and 5 of Chapter IX.
Cent per cent.

3

General scrutiny to see that system of se'ldi .g
advice is in force.

46 of Chapter I!. Cent per cent.

79 of Chapter VII!. Cent per cent.

44 of Chapter I! and 5 of Chapter IX. Cent
per cent.

45 of Chapter II. Cent per cent.

42 of Chapter II and other instructions contai"ed
in the chapter.

In respect of payments by post'll mO.'ley orders
bv drawal of cheques i I f .vour of the Post
Master, it should be car~fully watched that
the system of compariso I of the Iv.mes of
actual payees as per the bills with those e.s
per the Money a.-del' lists by responsible
officer' and of 'Obtaining a certificate of llUch
comparison having been exercised exists in
the local office and records of such internal
checks are maintained. It should be seen
that certificate has been furnished by all
teachers of their having received the pay for
the previous month as required by Rule 24 (a)
(i) and (b)(i) of the Draft Education Rules.

Same as plcscribed in Chapter I! for audit of
expenditure and for audit of Public Work
vouchers. .

2

Register and Records

{i)' Cash Bo~k (Accountants)

(ii) Hand payments by drawal
of cheques in office.

(ii) Subsidiary Cash Book .

(b) Other detailed checks .

4 Advice lists of Cheque issued

3 Cheque Books .

5 Chalans .

6 Payment vouchers

Serial
No.

(20) Estimates, tenders, agreements.

(21) Muster Rolls.

(22) Materials at site.

(23) Register of works and Day Books.

(24) Measurement Book.

(25) Register of Loans.

(26) Register of Investments.

(27) Appropriation Register of Loans and endowments.

(28) Inventory of immovable property.

(29) Register of .suits.

(30) Register of tools and plant.

(31) Stock account of forms.

(32) Stock account of stationery.

(33) Stock account of furniture and fittings.

(34) Security Re&ister of employees.

(35) Service Books.

(36) Leave Accounts.

(37) Postage and Revenue Stamp account.

(38) Minutes Book.

(39) Order Book.

(40) Stock account of Schools.

(41) Permanent Advance Register.

(42) Adjustment Register and vouchers.

(43) Register of Money orders issued.

i 44) Register of undelivered money orders.

(45) Roster of remittances by Postal money orders.

(46) Contingencies and special charges.

(47) Provident Fund Accounts-
(a) Provident Fund ledger.
(b) Provident Fnud vouchers.
(c) Provident Fund Abstract.
(d) Register of temporary withdrawals.
(e) Register of Policies.
(f) Register of Life Assurance Premia.
(g) Annual Account of Provident Fund subscribers.
(h) Post Office Savings Bank Pass Book.

..
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(iii) that the rates of grants-in-aid are in
accord:mce with the agreements and
sanctions (through the Audit Register);

(iv) that sanctions for aid are renewed after three
years or after their expiry rRule 58 (a)
of Draft Education RulcsJ;

(v) that the rules and procedure for expenditure
on school buildings (Rules 71-77 ibid)
are followed;

(Pi) that the lower primary scholarships are
granted and paid according to rules
78-87 ibid.;

19 Register of Permanent Advance. -4,8 of Chapter II and 83 of Chapter VIII.

15 Appropriation Register of Loans Chapter II and para 90 of Chapter VIII.
and Endowments.

18 Adjustment Register and Adjust- 81 of Chapter VIII and instructions contained
ment vouchers. in Chapter II.

Chapten I &: II and 87 of Chapter VIII. Cent
per cent checks to be exercised.

I.~ Register of Investments

17 Register of Government grants and As prescribed in Chapter IV. Cent per cent
grants for special purposes. checks to be exercised.

,!6 Register of Lands and Buildings 101 of Chapter VIII. Cent per cent.
(Inventory of immovable pro-
perty).

that purchases as per contingent bills for
books and equipments are made after
obtaining competitive rates in the open
market;

(vii)

/

(viii) that the books and periodicals purchased
are from firms which are on the approved
list or specially sanctioned by the com­
petent authority; and

(ix) that a certificate of receipt is attached in
respect of the articles paid for.

Monthlyand quarterly accounts of 47 of Chapter II. It should be seen that the
receipts and expenditure. receipts and expenditure have be<;n posted

under correct heads.

7

8 Register of bills for payment 91 of Chapter VIII. A general scrutiny to
watch delay in payment and outstanding
liabilities should be made.

20 Register of Money orders issued General scrutiny.

21 Register of undelivered money 82(A) and 82(B) of Chapter VII. See that
orders and Register of cheques all undelivered money orders and chequell
received. received are entered-in the respective registers.

22 Roster of remittances by Postal Only a general scrutiny to see that the roster
Money Orders. prescribed is duly observed.

23 Service Books and Leave accou- Chapters I & II and 93 of Chapter VIII.
nts.

24 Register of Security deposits and 86 of Chapter VIII. Cent per cent.
sureties.

9 Audit Register .

10 Register of advances and deposits....

I I Quarterly outstanding list
advances and deposits.

12 Expenditure on Works

13 Register of loans

92 of Chapter VIII.

Chapter II and 69. 84. 72 and 85 of Chapter
VIII.

The total balances outstanding at the end of
the year as per the ledger and the quarterly
lists of outstandings should be agreed with the
total balance worked out from the figures of
abstracts and receipts and expenditure under
the Advance and deposit heads and the opening
balances at the beginning of the year.

of As in Chapter II. The outstanding balances at
the end of the year should be checked cent per

cent with the balances as per the ledger and
memo of agreement every quarter. Old
advances outstanding for more than a year
should be scrutinized.

57 to 63 of Chapter VIII and nstructions
contained in Chapters II and IX.

As in Chapter II and para 88 of Chapter VIII.
Cent per cent checks to be exelcised.

25 Stock and Store Accounts of the
office of the District Education
Fund (if properties do not belong
to Government).

26 Stock account of forms stationery
furniture and f:ittings, etc.

27 Public Work-General

28 Schedule of rates

-9 Detailed Estima~CI

Checks relating to Stores as laid down in Chapter.
I and II. Cent per cent.

103, 10-4, of Chapter VIII and instructions con­
tained in Chapters I & II.

The expenditure on cOl1lltruction and maintenlLJ1ce
of School buildings should be regulated not
only by the Public Works Account Ru!e.
applicable to the District but abo by the Special
procedure laid down in Section VI of the
Education Rules.

Same checks as prescribed in Chapter II of
Local Audit Manual Volume II. ~ the
check is to be exercised in the coune of audit
of the District Board, no separate check will
be necell3ary.

As prescribed in Chapter. II Cent per Cellt for
all final billl to be checked ill audit.
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30 Tenders of contractors and agree- As prescribed in Chapter II. General scrutiny (c) Provident Fund Ledger with A.! prescribed.
ments. over- Totalling and balancing.

(i) lists of tenders of each work of a value (d) Provident Fund Ledger with Ditto.
exceeding RS·500; abstract of balances.

(ii) Tenders and agreements for all works in
(8) Total of abstract and balances Ditto.respect of which final bills, are to be checked

in Audit. (!) Pass Book and Provident Fund Cent per cent.

31 Day Books and Register of Works As prescribed in Chapter II. Cash Book.

32 Contractors' ledger A.! prescribed in Chapter II. (g) Vouchers in support of Ditto.
withdrawals.

13. Preparation of the Annual Account.-After the monthly and
quarterly accounts of receipts and expenditure have been completely
checked, the annual account of receipts and charges which should be
submitted along with the audit report should be prepared from the
entries in the Quarterly accounts. The figures to be entered under
the head "final budget appropriation" s~ould be taken from the
original budget sanctioned by the board and transfer of allotments,
if any, ordered by it during the course of the year. It should parti­
cularly be borne in mind that the figures given in the revised budget
for that year submitted along with the budget estimate for the sub­
sequent year should not be adopted.

The abstract of account for the Annual Account should then be
prepared with reference to the previous year's accounts as regards
opening balances and the body of the account as regards receipt and
expenditure. The closing balance should be worked out and tallied
with the closing balance of the cash book or cash books. It should
be seen that earmarked funds such as balances of Government grants,
Loan Funds, etc., have not been diverted for ordinary expenditure
under General Account without the specific sanction of Government.
It should be particularly seen that no portion of Provident Fund
balance has been diverted as such diversion even temporarily is not
permissible.

As prescribed in Chapter II.

56(d) and 105 of Chapter VIII.

102 of Chapter VIII.

A.! prescribed in Chapter II.

General scrutiny to see that powers are not
exceeded. In the scrutiny of sanctions resolu­
tions should be referred to.

33 Measurement Books As prescribed in Chapter II.

(i) General scrutiny as to proper upkeep.

(ii) Abstract of quantities and values and totals
cent per cent for all final bills to be checked
in audit. Detailed measurements for all
items of final bills rates for which exceed
Rs. 10.

37 Public Work Bills

38 Register of suits

39 Register of Tools and Plant

40 Postage and Revenue Stamps
account.

41 Minutes Book

36 Stores A.! prescribed in Chapter II. Cent per cent for
valuable materials, such as iron, cement,
wood, etc.

34 Muster Rolls A.! prescribed in Chapter II.

35 Materials-at-site As prescribed in Chapter II. Cent per cent for
all original works the accounts of which checked
in audit.

42 Travelling Allowance Bills . 54 of Chapter VIII and instructions contained
in Chapter II.

43 Stock account of Schools. Instructions contained in Chapter II. Cent per
cent checks on the store accounts of the Schools
which are subjected to detailed check.

44 O.mtingencies and special charges 55 of Chapter VIII.

46 Provident Fund Accounts

(.) General The accounts should be examined as indicated
in Chapters II and VI.

(b) Provident Fund Ledger with A.! prescribed withdrawals. Cent per cent.
vouchers.

It is, however, not necessary to show the gen~ral account as hav­
ing a deficit where long term diversions are sanctioned.

14. Statements to be appended to the Audit Report.-The fol­
lowing statements shall be appended to the report:-

(a) Endowments Account.-If there is no separate subsidiary ac­
count for endowments the figures under Receipts and Expenditure
should be compiled from the head "Endowments" appearing un~er
each minor head in the body of the account. These should agree With
the figures appearing in the Appropriation Register of Loans, Endow­
ments and other Funds. The opening balance, receipts charges and
closing balance should be noted in tile Endowments Account of the
Annual Account which should correspond to the figures noted in the
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abstract of the Annual Account. It should be seen that the balance
in excess of the amount required for probable expenditure during the
year have been invested in any of the permissible forms of securi­
ties.

(b) Government grants for specific purposes.-This statement
should be compiled from the Government grant Register. It should
be seen with reference to this register and the statement that the
grant is utilised only for the purpose for which it was sanctioned and
that the unutilised balance after the completion of the work has
been refunded to State Funds.

(c) Loans Account.-This account also should be compiled from
the Appropriation Register of Loans. The checks to be applied in
the case of special Government grants apply to loan funds also.

(d) Loans Statement.-This should be compiled from the Regis­
ter of Loans.

(e) Investment Account.-This should be prepared with refer­
ence to the Register of Investments.

(f) Statement of liabilities and assets.-After the statement has
been prepared totals should be made and by noting the difference
as closing balance the totals of both the sides should be agreed.

(g) Abstract account. of deposits in cash and security and other
deposits not in cash.-These will be compiled from the respective
registers.

(h) Abstract of Provident Fund Account.-The opening balances
would be the closing balances of the previous year. The other figures
should be compiled from the Provident Fund Cash Book.

(i) Abstract of transactions under advances.-'I'his snould be
compiled from the register of advances.

It should be seen that the closing balance of the deposit and ad­
vances account are correctly worked out from the ledgers, adjust­

'ment registers, etc.

15. General.-Lodgement of Funds.-Every District Superinten­
dent of Education should conauct all the transactions of the Fund
under his control with the Government District Treasury.

The fund money in the custody of the Executive authority should
be kept in a cash chest under d'ouble locks of different patterns the
key of one lock being kept apart from and in a different person's
custody from the key of the other lock. The key of one lock should
accordingly be with the cashier and the key of the other lock should
be with the executive authority or under his personal responsibility
with an oj!cer, other than the cashier, authorised by him in this
behalf.

16. Delegation.-A list of powers delegated to the different offi­
cers should be looked into and it should be seen that the powers are
not exceeded. The duty charts of the employees should also be
examined to assess responsibility whenever necessary.

.CHAP. X] PROCESSES OF AUDIT OF DISTRICT EDUCATION FUND

17. On the conclusion of audit, an audit report on the general
fund accounts dealings with important irregularities should be pre­
,pared and forwarded to the Executive Authority along with an audit­
·ed annual account of receipts and charges with a request that re­
plies to the report may be furnished within two months from the
<date of receipts. Other irregularities relating to general fund should
be included in separate objection statements which should be for­
warded to the Executive Authority for return with replies within
two months.

Copies of the Audit Reports shall be endorsed to :­

(i) the Chairman, District Board;

(ii) the District Officer;

(iii) the Commissioner of the Djvision; and

(iv) the Secretary to the Government of Bihar, Education Depart­
ment.
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CHAPTER XI

PROCESSES OF AUDIT OF DISPENSARY ACCOUNTS

1. Cash Book, Pass Book, Cheque Books and Chalans.-Check
the Cash Book and the Savings Bank Pass Book. In the case of Class
,III-A dispensaries, check the Treasury Pass Book, with chalans and
Cheque Books.

2. Budget Estimates.-Check the Budget Estimate and see that
it is prepared by the Managing Committee and approved -by the
controlling local authority.

3. Miscellaneous Receip~s.-Che~~ receipts from sale of pro­
per~y, rent of rooms, etc., wIth SubsIdIary accounts, such as bid lists
regIster of rents, etc. J

4. Sub~criptioy!-and Donation Register.-Check the Subscription
and bonatIon RegIster. See that the collections are remitted in fun
not less of~en than 0!1ce a week, that the register is put up before
the Managmg CommIttee every month and that no item has been
written off without the sanction of the Committee. Comment on the
amount of subscriptions outstanding if the arrears are heavy.

_ 5. Diet Register.-(l) Check the Diet Register, diet slips and
dle~ charges. See that tenders are invited for the supply of dietary
artIcles.

.6. Miscellaneous Registers and Accounts.---'Checl{ tne following
regIsters and accounts :-

(1) Permanent Advance Register.

(2) Monthly Account.

(3) (i) Account of grants, etc., for special objects.
- (ii) Account of dispensary grants.

(4) Miscellaneous receipts.

(5) Stock Register.

(6) Service Books.

(7) Provident Fund Ledger and Abstract of balances.
(8) Order Book.

(9) Vouchers.

(10) Stock Registers of furniture, medicines and instruments.
.(11) Investment Register.

(12) Postage Stamp Account.

7. General ..-The checks la.id down for the audit of the accounts
of t~e cont.rollmg local authonty should generally be applied to t~
audI~ of DIspensary accounts also.

78

CHAPTER XII

PROCESSES OF AUDIT OF WORKMEN'S COMPENSATION FUND
ACCOUNTS

1. Before the audit is taken up, the auditor should acquaint
himself with the relevant portions of the Workmen's Compensation
Act, 1923, (Act VIII of 1923) as amended from time to time and
the rules made thereunder.

--2. Th-e receipts- of the fund- consists mainly of deposits paid by
the employers of labour towards compensation of non-fatal injuries
causing permanent disablement to Workmen or Compensation for
the dependants of workmen who died of injuries sustained during
their work. The amount of compensation is the 'award' determined
by the Commissioner for Workmen's Compensation, sitting in Court.
The expenditure of the fund consIsts in payment of compensation to­
the workmen or the dependants of deceased workmen as the case
may be. In the case of ignorant. uneducated or child dependants (i.e.,
persons with legal disability) the Commissioner has got discretion
either to pay the compensation in full to these persons or their guar­
dians or to deposit the amount in the Post Office Savings Bank and
pay the amount in instalments to the dependants or their guardians.
Sometimes the amounts are invested on lands or houses at the dis­
cretion of the Commissioner on the application of the dependants or
their guardians. In such cases, the valuation of the lands or houses
is generally ascertained by the commissioner through the Revenue
Officials of the district in which the lands or houses are situated
and payments made through the Collector or the Revenue Officer.
In all cases, acknowledgments, stamped when necessary, are obtained
from the dependants or their guardians.

3. There is also another class of deposits-deposits under Work­
men's Compensation (Transfer of money) Rules, 1935. These are
amounts of compensation awarded by the Commissioner for Work­
men's Compensation in the other Provinces in India or other coun­
tries on behalf of dependants of deceased workmen residing in the
State of Bihar. In such cases, the Commissioner will have to ascer­
tain the whereabouts of the real heirs of dependants of the deceased
workmen and pay them the compensation awards as described above.
The acknowledgments obtained will be forwarded to the Commis­
sioners from whom the amounts were received.

4. The following registers and records are maintained in the
Commissioner's Office in connection with the administration of this
fund and they have to be checked in audi t.

(1) Cash Book.

(2) Treasury Schedules.

(3) Order for lodgement.

(4) Payment order book.

(5) Receipt Books.

179
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(6) Case files.

(7) Register of receipts of deposits.

(8) Register of repayments of deposits.

(9) Register of deposits received from and repayments made
to parties.

(10) Investment ledgers.

(11) Post Office Savings Bank Pass Books.

(12) Security deposit of the clerk.

The list of registers should be called for as laid down in para 23
of Chapter II.

5. Cash Book.-It should be seen that all amounts received as
per the counterfoils of receipts issued ate immediately entered jn the
Cash Book and remitted to the Reserve Bank of India through the
order for lodgement without delay. As the account with the bank
is of the nature of a civil court deposit, the Commissioner, has powers
to utilize the receipts by way of witness batta, etc., direct for expen­
diture as prescribed in Treasury Rule 7(2). It should be seen that
a reconciliation of the balance in the cash book with the bank bal­
ance is effected every month imd recorded in the cash book over the
signature of the Personal Assistant to the Commissioner or any other
responsible officer duly authorised by him. .

6. Treasury Schedules.-The credits in the Treasury should be
traced from the cash book through the order for lodgement and it
should be seen that all amounts remitted are correctly credited in
the Treasury. Similarly, the withdrawals noted in the Schedules
should be traced from the cash book through payment orders.

7. Order for Lodgement.-All amounts to be remitted into the
Treasury are paid through the order for lodgem~nt.

8. Payment order book.-Amounts for expenditure are all with­
drawn from the Treasury through payment orders. When the order
for payment is in favour of self, it should be seen that the amounts
received are credited in the cash column of the cash book.

. ~eceiPt Books.-There are three sets of receipt books in use
_~~~ame time. One is intended for acknowledging the receipt
of deposits of compensation awarded for fatal cases; one for the re­
ceipt of deposits of compensation awarded ~for non-fatal cases and
one for receipt of. amounts under Transfer of Money Rules. It should
be seen that receIpts are made out for ·the full amounts receiv.ed in
each case the same day and they agree with the credits noted in the
cash book.

10. Case files.-The files should be gone through and the award
of the Commissioner verified with a view to seeing that the full
amount of award has been recovered correctly and that the pay­
ment of the amounts deposited are in accordance with the orders of
the Commissioner. .

NOTE.-The auditor should not question the decision of the Commissioner in the matter
of an award. He has only to see that the amount of award as decided on by the Commis­

. _ sipncr. h'}l' been recovered and disposed of according to his orders.

11. Register of receipts of deposits.-It should be seen that all
deposits received by way of compensation awards granted by the­
Commissioner or those received from Commissioner in other Pro­
vinces or countries are entered in this register in the order in which
they are received in the office with full parti<:~ulars of the names of
persons, etc. When a deposit is either paid to the parties concerned
or withdrawn for investment in the Post Office Savings Bank, it
should be seen that the payments are noted in the respective columns
against the original entry in the register to avoid double claims. The
receipts should be traced from the counterfoils of the receipt books
while the payments should be traced from the payment order book.

12. Register of repayments of deposit.-All refunds of deposits
either by way of payments to the heirs or dependants or by invest­
ment in the Post Office Savings Bank or to the depositors themselves
in the case of non-existence of proper dependants, are also noted in
this register in the order in which payments are. made accor?ing to
the payment order book. They should be traced mto the RegIster of
receipt of deposits.

13. Register of deposits received from and repayments made to
parties.-This register is intend;d to note al.l the awards ~ade by
the Commissioner for Workmen s CompensatIOn, under SectIon 8 of
the Act and the repayments made against them in compliance there­
of.

14. Investment Ledgers.-When the Commissioner decides th~t
the compensation due to a person or persons should not be paId
to him in full immediately and should be paid in instalments only
or should be kept with him till such time as it is possible to invest
the money in lands or buildings, etc., he withdraws the amount from
the bank and invests the same on behalf of the dependant or depen­
dants in the Post Office Savings Bank. Such investments are noted
in the Investment Ledger and when instalment payments are made
from the invested sums they are noted· in the ledger. It should be
seen in audit that the amount invested on behalf of a person or
persons are correctly noted in the ledger and that the amount of
each instalment to be paid and the intervals of each instalment ac­
cording to the Commissioner's order are also noted on the top of
the page. All withdrawals of invested amounts and their paymentS'
should be noted in the ledger.
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16. Security Deposit of the clerk.-The clerk in charge of the
Workmen's CompensatIon Fund has furnished a security for the
amount prescribed by executive order. It should be verified in
audit.

The audit is conducted annually for the calendar year in the
office of the District Officer and Commissioner for Workmen's Com­
pensation. An audit report containing the irregularities is forward­
ed to the Commissioner. Report of the action taken on the audit
report and the objection statement is called for and verified. Copies
cf the Report are endorsed to (i) the Commissioner of the Division,
and (ii) to the Secretary to the Government of Bihar, Labour Depart­
ment.

15. Post Office Savings Bank Pass Book.-It should be seen that
all amounts drawn for investment are invested in the Post Office
Savings Bank and Pass Books showing the correct amounts are forth­
coming. The investments should be verified with reference to the
connected orders of the Commissioner in the files and should be trac­
ed from the 'Self payment order' to the cash column of the cash book
and from there to the pass book through the Investll?-ent Ledger. AIl
amounts withdrawn from the pass book for payments should be
traced into the ledger account concerned and acknowledgments of
the parties verified.

NOTE.-It should be seen that interest due on investment is noted by the Postal authori­
tie, in the Pass Books and that interest accrued is paid along with the principal to the parties
concerned.

:15-16] PROCESSES OF AUDI'!' OF WORKMEN'S COMPENSATION [CHAP. XII
FUND ACCOUNTS

CHAPTER XIII

PROCESSES OF AUDIT OF UNIVERSITIES

1. Preliminary infonnation required.-Before the audit for a year
is commenced the auditor should persue the University Act 1951,
Statutes and Account Rules framed thereunder, a copy of the latest
administration report, the budget and the Government or~ers relating
to them, if any, annual statement of accounts, ~tc., ~nd gam a general
'ki1crwtedge of the state of final1~e of the Umvers.lty. He should go
through the previous year's audlt rep?rt, .InspectlOn Notes, Gov~rn­
ment orders sanctioning grants, contnbutlOns, etc., the proceedmgs
of the Senate and Syndicate and other committees and the Internal
Auditor's and the Accounts Officer's objection statements regarding
general defects in accounts and registers.

2. 'Scope of Audit.-The accounts of the University are audited
annually. The University consists of the following departments :-

(i) University Office Proper.

(ii) University Engineer's Office.

~iii) Text Publication Fund.

(iv) University Press.

(v) University Library.

(vi) University Departments.

(vii) (a) University Hosiels.
(b) Board of Health and Residence.

(viii) Offices of Deans.

(ix) Trust and Endowment Funds.

(x) Constituent Colleges.

(xi) Dispensary Accounts.

3. (a) The audit consists of the check of revenue, expenditure
';:~ld stores accounts and of the examination of records connected
therewith-

(b) Auditors should refrain from giving the University, rulings
on doubtful points of procedure or expressing independent opinions
connected with the interpretations of the Act without obtaining the
orders of the Examiner.

4. The audit comprises the following detailed processes :­
(i) Check of collections;

~(ii) Verification of remissions and writes off.

(iii) Verification of outstanding items of revenue.

(iv) Verification of demand, collection and balance.

(v) Audit of payment vouchers.

183
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J (a) Annual.
L (b) Supplementary.

{
(a) January.
(b) July.Law Parts I & II

(x) First M.B.B.S.

(i) M.A., M.Sc. and M.Com.

(ii) B.A. {(a) Annual.
B.Sc.
B.Com. (b) Supplementary.

(iii) M. O. L. & B. O. L.

(iv) LA., LSc. & LCom.

(4) Endowed Chairs-
(i) From the Rameshwar Singh Maithili Chair Fund.
(ii) From Tatas for the Tata Chair in Geology.

(iii) From the Trust of Rai Bahadur Ganga Prasad Singh for
R.B.G.P.S. Chair in Hindi.

(iv) From the Hathwa Fund towards the cost of Readership in
Statistics.

(5) Contributi~nof the savings of the Bihar School Examination
Board.

(6) Savings of the Text Publication Fund.

(7) Savings of the Patna University Press.

(8) Rent of quarters.

(9) Interest from-
(i) Investments
(ii) Endowments and Trust Funds.

(10) Matured value of Fixed Deposits.

(11) Amount transferred from different accounts.

(12) Examination Fees-

(v)

(vi) Master of Education.
(vii) Diploma in Education.

J (a) Annual.
(.viii) LSc. (Eng.) L (b) Supplementary.

/
(ix) B.Sc. (Eng.) J (a) Annual.

Parts I & 11. L (b) Supplementary.
J (a) Annual.
L (b) Supplementary.

{
(a) Annual.
(b) Supplementary.(xl) Final M.B.B.S.

(xii) '. D.Litt.
(xiii) Ph.D.
(xiv) M.D.
(xv) M.S.

(xvi) M.L.
13-8 A. G. Bihar157

(vi) Review of advances and deposits.

(vii) Check of expenditure against allotment.

(viii) Review of the general financial position.

(ix) Examination of several accounts and registers.

(x) Check of the Annual Account and the statemen!s to be­
attached to the report.

,xi) Verification of the Cash Book balance with that shown in
the Pass Book as at credit of the University in the Bank.

5. The revenue of the University may be divided into the follow­
ing dasses for purposes of check :-

(1) Government Grants-
(a) Recurring-

(i) Government of India's grants.
(ii) State Government grants.
(iii) Statutory grants.

(b) Non-recurring-
(i) Government of India grants.

(ii) State Government grants.

(2) Registration Fees-
(a) Registration of students.
(b) Registration of College Teachers.
(c) Registration of Graduates.

(3) Miscellaneous Receipts­
(a) Hire of gowns.
(b) Sale of Miscellaneous publications.

(c) Sale of Stores, wastepaper, etc.

(d) Centre expenses from Nepal.

(e) Unclassified receipts including Government scholarships
received through Treasury or through Bank Drafts.
Cheques, etc.

(i) Government of India Scholarships.
(ii) State Government scholarships..

(iii) Scholarships from other sources.
(iv) Discretionary grants from Ministers.
(v) Government of India's contribution for payment of fel­

lowship to the French and German scholars, etc.
(vi) Contribution from Government for sending out delegates.
(vii) Government grant for payment of examination fees of

scheduled caste students.
(viii) Grants from l,ther sources.
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(11) The rE;~ittances should be traced into respective Bank Ac­
counts.

(12) Daily receipts under different heads as per the Subsidiary
Cash Book should be traced into the General Cash Book of
the University and also remittances as shown in the Subsi­
diary Cash Book into the General Cash Book.

(13) The Bank Pass Book should be examined at the close of each
month' to see if there are receipts in the Bank which have not
been entered into the Subsidiary Cash Book. The receipts
should be scrutinised to see that they have been entered in
the General Cash Book and monthly and annual account of
the University.

(c) The process of check to be exercised in each case is described
below:-

(1) Government grants both recurring and non-recurring (other
than stattltory grants).

(a) All receipts of grants in the Government grant statement
supplied by local office should be traced from the Cash
Book and the Government grant register.

receip s are ,Prepared. It. should be particularly noticed that
the o~ter fOIls !D~ant for Issue to the parties are kept attach­
ed WIth the fOIl In such cases.

(3) All the miscellaneous receipts issued by the Cashier are
traced into the subsidiary cash book.

(4) In case of the receipts, the outerfoils of which have not been
de.tached, the sources from which the amounts had been re­
.celved and the relevant papers should be examined to see
that they had been correctly accounted for.

(5) In case of cheques and drafts, the entries have been attested
by the Registrar in all cases.

(6) In case of money ~rders r~ceived by the University, a list of
money orders receIved dally by the University is prepared
and attested by the Registrar. This list should be checked
with the Subsidiary Cash Book and Money Order coupon&.

(7) In case of direct credits, the entries in the Subsidiary Cash
Book should be compared with the Bank's Chalans.

(8) In case of bills it should be particularly seen that all such
bills. before they are sent to treasury for encashment for
credIt by transfer are entered ~n a register and all such entries
are attested by the Registrar.

(9) The totals of the Subsidiary Cash Book under various heads
and also the grand total of daily collection should be checked.

(10) It should be seen if the classifications. on account of different
items of collection such as Cash and M.a., Postal Orden:;,
Drafts, cheques and direct credits to Banks are correctly
recorded.

The following should be looked into in general in respect of
of receipts.

(1) The Cashier is required to issue Miscellaneous receipts to
the tenders of money for all money tendered to him.

(2) In some cases receipts are also prepared by the Cashier though
they are not meant to be issued to the parties but only to
keep record of serial number of entries in such cases the

(21) Other sources of income, if any, should also be ascertained in
writing from the University authorities. For all these re­
ceipts separate registers are prescribed by the University and
kept in the different branches of the University. The regis­
ters should be called for for the verification of credits of re­
ceipts in the Subsidiary Cash Book of the University and
subsequently in the University Fund. The University main­
tains a list of registers kept in the different branches of the
University mentioned in para 4 ·ante. Auditor should get a
copy of the list duly certified by the University authority
for purposes of audit scrutiny. Any register which is not
authenticated by the Executive authority should not be
accepted in audit. Instructions laid down in para 23 of Chap-

~
er II should be followed.

. . (a) Processes of Ch~k.-Before exercising detailed checks
a er receipts, the auditor should make himself fully conversant with
the accounting system of the University. The following points should
be looked into in particular in this regard :-

(1) Where the funds of the University are lodged and if they
are supported by proper authority?

(2) In addition to the Main Account, how many Subsidiary Ac­
counts are there and where they are lodged?

(3) Which of the receipts are to be accounted for in the Main
Account and which should be accounted for in the Subsidiary
Accounts? .

(4) If the accounts of the University are lodged with more than
one Bank. what are the reasons for having more than one
account?

(5) Whether transactions with the respective Banks are carried
out according to the instructions laid down by the University
authorities?

(6) What is the procedure for crediting different types of collec­
tions, namely, Cash, Postal Orders, Cheques, Drafts, Bills,
etc., and whether they are credited according to the prescrib­
ed rules of the Bank.

(7) Money is received by the University in the shape of Cash,
Money orders, Indian Postal Orders, Cheques, Drafts, etc.
What is the procedure for accounting for these receipts in
t Subsidiary Cash Book or Cashier's Cash Book of the Uni-

sity?

c<
"~! .I
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N. B.-With respect to Statutory grants it should be seen that they have been credited to
the University Fund. No details of expenditure are required to be checked.

(4) Endowed Chairs- .

(i) It should be seen that receipts have actually been credited
to the University Fund in due tim~.

(ii) The receipts are utHised for the purposes speCIfied.

(2) Registration Fees-

(i) The daily collection register for each type of collection
maintained in the University office should be checked with
the receipts issued. It should be seen that receipts have
been .issued for money received.

(ii) Totals of receipts booked in the register should be agreed
with the annual accounts and reasons for difference looked
into.

(iii) Credits should be traced in the subsidiary cash book and
in the General Cash Book and Bank Pass Book of the Uni­
versity.

(iv) Totals of demand, collection and balance should be check­
ed.

(3) Miscellaneous receipts-Auditor should-

(i) See that separate registers ~re maintained for all cate­
gories of receipts.

(ii) See that receipts have been granted for all collections
made. In the cases when the receipts are not meant to be
issued to the parties, both the foils are preserved.

(iii) See that receipts are signed by the officer authorised to
grant such receipts.

(iv) Trace credits in the subsidiary cash book under proper
heads and in the general cash book and bank pass book.

(v) See that total of receipts are agreed with the figures hook­
ed in the annual accounts and reasons for difference, if
a.'1y, looked into.

(vi) Check the ~otals of demand. collection and balance.
N. B.-Cent pel' cent checks should be exercised o\er the registers of cheques, drafts,

discretionary grants, scholarships, etc. It should al<o be seen wLether payments have
actually been made to the parties concerned. Certificates of credits on the payment vouchers
should be verified from the Subsidiary Cash Book and General Cash Book and Bank Pa<~

Books.
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(5) ContributJOn of the Savings of the Bihar School Examina­
tion Board.

It should be verified from the Cash Book and ?ass Book and
the connected correspondence that the contribution of the
Savings of the Bihar School Examination Board has been
credited to the University Fund.

(6) Savings of the Text Publication Fund­

. A~ again:>t item 5.

(7) Savings of the Patna University Press.

As against item 5.

(8) Rent of quarters­
Auditors should see-
(i) that rent is realised according to rules on the point.

(ii) that the money exemption is covered by requi~ite sanc­
tion,

(iii) that the register contains the names of all the employees
of the University provided with quarters duly certified by
the University authorities,

(iv) that the rents realised are credited to the University
Fund,

(9) Interest from Endowments and Trust Funds­
Auditor should see-
(i) that the interest is realised on due dates and credited to

the University Fund,-

(ii) that the credits are made in the subsidiary Cash Book,
General Cash B:::ok and Bank Pass Book,

(iii) that the receipts are utilised for the purposes for which
they are meant.

(10) Matured value of Fixed Deposits-
Auditors should see that the matured value of Fixed Deposits

is realised in time and credited to the University fund if
\, not reinvested. There should be no 10s3 cf ~nterest.

(11) Amount transferred from different accounts- I

It should be seen that correct amounts are transferred to the
University Fund from different accounts. The accounts of
the different branches should be checked to ascertain this.

(12) Examination Fees-

A very hea'vy amount is collected by the Univer~ity on account
of~xamination fees for different examinatIOns conducted
by the University. The auditor before taking up check
of this account should make himself familiar about the-

CHAP. XIII]
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(b) Other instructions contained in Chapters II and IV of this
Volume should be observed.

(cf"The totals of receipts and expenditure should be compared
wit)1 the figures booked in the annual accounts and reasons
of difference looked into.

6]
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(13) Other Fees-
It should be seen-

(i)' that separate Daily Collection registers are maintained
for different types of fees;

(ii) that money receipts issued are noted in the Daily Collec­
tion Register;

(iii) that credits of daily totals of collections are traced in the
Subsidiary Cash Book;

(iv) that credits to the University Fund 'are traced from the
Subsidiary Cash Beok to the General Cash Book and Bank
Pass Book;

(v) that receipts are traced from the Daily Collection Regis­
ter to the Demand and Collection Register;

(vi) that the totals of collections as per registers agree with
the figures beoked in the annual accounts and the differ­
ences. if any, are carefully looked into.

. (14) F'ee collections from University 'Students :-
The University has several teaching departments in which

post-graduate eourses are taught. The students prosecut­
ing studies in such courses are required to pay certain
prescribed rates of fees.

d.ifferent kin.ds of examinations conducted by the Univer­
SIty. The following checks in particular should be appli­
ed ;-

(1) In case of LA., LSc., B.A., B.Sc., LCom. and B.Com. exa­
minations, the examination fees are collected by the
Principals of colleges and then deposited into the Uni­
versity Fund. See that the number of Admit Cards had
been issued to the Principals of the colleges only for the
number of students for whom fees had been deposited.

(2) See that fees for different examinations have been cor­
rectly realised by the PrIncipals according to the pres­
cribed rates.

(3) In case of other examinations, see that admit cards have
been issued only to those students who paid fees accord­
ing to the prescribed rates.

(4) ~ee that the total fee demand of the University accord­
ing to the prescribed rates is correct considering the
total number of students permitted to appear in differ­
ent examinations. See that this demand agrees with
the actual collection of fees as exhibited in the Annual
Account.

(5) In case the University conducts examination of other
States, such as, Nepal, etc., see that examination fees,
cost of holding the examinations, etc. are correctly rea­
lised.

[6PROCESSES OF AUDIT OF UNIVERSITIES

Check the daily totals of the Daily Collection Register.

See that the amounts collected were remitted intact to the
Bank and that no part of it has been retained in hand.

Trace the daily remittances into the Subsidiary Cash Book
of the Cashier.

Check the fee demand and collection of each Teaching De­
partment of the University to see that fees had been regu-
larly paid by the students .and that no student was allowed
to sit for the examinations having outstanding tuition fees
against his name.

(9) See that the counterfoils of pay-in-slips are signed by the
Executive in charge of the Collection Department before the
amounts are credited to the University fund.

{5)

{6)

{8)

(7)

(11)

(10)

The following checks should be applied in this connection :­

(1) Ascertain the number of teaching departments in the Uni­
versity.

(2) Ascertain which department of the University has been en­
trusted with the collection.

(3) See that receipts are granted to the students for fees paid
by the students. Check also the stock account of such re­
ceIpts.

(4) See that all such fees collected are entered in the Daily col­
lectioI;\s.

.(16) Constituent Colleges-
(i) Daily Collection Registers and Demand and Collection

Registers should be checked on the lines as indicated In
item (14).

See that the counterfoils and foils record details of cheques,
drafts, cash, etc., under the dated initials of the executive
authority.

See that the credits are traced in the General Cash Book
and the Bank Pass Book.

(12) See that the postings of Daily Collection Registers are trac­
ed in the Demand and Collection Registers.

(13) See that the total collections are agreed with the figures
booked in the annual accounts (differences, if any, should
be carefully examined).

{15) Ifostels and -Board of Health and Residence-
. Daily Collection Registers of Hostels and. Board. of Health

and Residence and Demand and CollectIon RegIsters, etc.,
, should be checked on the same lines as indicated in item

(14) above.

[CHAP. XIII]
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(ii) Rates of printing charges are prescribed under competent
orders and it should be seen that charges realised are
correct.

(20) Text Publication Fund-
(i) Daily Collection Registers and Demand and Collection

Registers should be checked on the lines as indicated in
item (14).

(ii) The total of receipts in the Demand and Collection Regis-,
i;ers should be agreed with the figures booked in the An­
nual Accounts and. differences, if any, should be carefully'
examined.

7. To prove the correctness of credits of receipts the following
processes of audit should be adop~ed :-

(i) 'Subsidiary Cash Book.-Check all entries on the receipt side
of the subsidiary cash book with the counterfoils of money
receipts throughout. In the case of money recovered
through Postal Money Orders for which no money receipts
are granted, see that the Registrar has initialled the res­
pective entries in the Subsidiary Cash Book in token of
their correctness. Check all totals and remittances to
Bank.

(ii) General Cash Book.-Trace all receipts into this Cash Book
from tht: Subsidiary Cash Book and the receipt s:de of the
Pass Beok.

[7PROCESSES OF AUDIT OF UNIVERSITIES

(iii) Stock Register of Miscellaneous Forms.-Trace the purchases
of miscellaneous forms from vouchers of payments into
the Stock Book. See as far as possible that all issues are
bona fide.

(iv) Stock Register of blank mark-sheets, cross-lists, provisional
certificates, money receipts and registration receipts.-See
that all books issued are produced in audit. Check the
totals and verify the book balances with the balances in

.hanD..

(v) Stock Register of diplomas and certificates.-Compare the
issues with the vouchers of writing fees paid to the staff and
note any discrepancy. Check the totals and verify the book
balances with the balances in hand. See that the prescribed
fees are realised for issuing the duplicates; this may be
done by a comparison with the Register of duplicate diplo­
mas and the certificates issued.

(vi) 'Steck Register of Answer Books.-Verify issues with the
acknowledgments of the centre Superintendents concerned.
Check the blank books received back from the Centre
Superintendents with the corresponding forwarding letters.
See that the used up answer books have been sold by auc­
tion and the sale proceeds credited to the University Fund.
Check the totals of the register.

(vii) Registers of Registered Graduates, College and School tea­
chers.-Check the entries with the counterfoils of Registra­
tion receipts and trace the credit of fees realised into the
subsidiary cash book. See that the prescribed fees have
been realised.

(viii) Register of University Students.-Same checks as in item
(vii) above.

(ix) Register of migration fees.-Check the entries with the
credits of corresponding fees in the Subsidiary Cash Book.

(x) Regi&ters of Sales of Publications, e.g., question papers, pam­
phlets, minutes, calendars, regulations, courses of studies,
readership lectures.-Check the sales with the subsidiary
cash book. Check balances of the stock books and see if
there is any evidence of, physical verification of the
book balances periodically.

(xi) Register of Examination Fees.-Verify the credits of the
Examination Fees as entered in the, Subsidiary Cash Book
and the register of Examination Fees with reference to the
certificates of credits as noted on the roll sheets concerned.

(:x:,ii) -ttegister of written diplomas and certific~tes.-G~nerally
ex?mine the register and, see that the undehvered dIplomas
have been destroyed after the prescribed per~od and a certr­
fi.cate of destruction furnished by the Executrves.

(xiii) RegiBters of duplicate certificates, diplomas and provisional
certificates.-Check the entries with reference to the co~m­
terfoils of duplicate certificates and the subsidiary- cash
book.

CHAP. XIII]
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(ii) It should be seen that prescribed registers are maintained
for all types of receipts including grants, scholarships.
cheques, drafts, discretionary grants, etc.

(iii) Figures of collections as per collection register should be
agreed with the figures as booked in the annual accounts,
of the college and of the University as a whole. Differ-:­
ences, if any, should be carefully examined and pursued.

(iv) Rates of fees should be as 'prescribed by rules.

117) Advances recovered-
The register of advances, connected vouchers and adjustment

vouchers should show the amount of advances recovered.
All recoveries to be traced either in the' cash book or the
Adjustment Register. The figures as per advance ledger
should agree with the annual accounts.

(18) Deposits received-
All deposits received are noted in the Deposit Ledger and

traced in the Cash Bock. Total of de'posits received should
agree with the figures booked in the annual accounts.

(19) Patna University Press-
(i) Daily Collection' Registers and Demand and, Collection

Registers should. be checked on the lines as indicated in
item (14),
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(xiv) Scrutiny Fees Register.-Check the credit of fees with those
appearing in the subsidiary cash book.

(xv) Register of enquiry.-Same checks as in item (xiv) above.

(xvi) Duplicate admit cards (in counterfoils).-Trace all credits
of fees into the subsidiary ca~p. b.ook and check the entries
in the register of duplicate cards.

(xvii) Register of Marks-sheet and Cross Lists.-Check the counter­
foils of marks-sheets and cross lists issued to the students
and trace the credits of the fees realised in these cases into
the subsidiary Cash Book.

8. General Process of Aceounting.-The transactions relating to
each fund are recorded in the relevant Cash Book. The sums due
to the University are generally credited by the parties direct to the
State Bank of India, Patna Branch or Allahabad Bank, Patna or any
other bank with which the University has a banking account. In a
number of cases sums are received by cheques, drafts, money orders,
etc., in the University office and in some cases cash is also received
direct from the parties in the office of the University. Sums receiv­
ed by money orders, cheques, drafts. or in cash in the office of the
University are, on their receipt, entered in relevant subsidiary cash
books maintained for different purposes. They are remitted by
chalans or pay-in-slips to the relevant banking accounts. They are
at the same time taken over to the day book in the case of fee re­
.ceipts and in other cases to the relevant cash books. Direct payments
into the banks to the credit of the University by parties relate
mostly to the University fee account. In cases where credits are
made by parties direct into the relevant account in the Bank the
sum is credited straightaway in the cash book of the account con­
cern~ on receipt of advice of credit from the party with the chalan
or pay-in-sUp in support. Sums paid by the parties into the State
Bank or the Allahabad Bank or into any bank or to the credit of
the University are entered in day books with reference to the bank
receipt received from the parties. The entries are booked under
the head of account to which the fee or other item of receipt relates.
It sometimes happens that amounts pertaining to one account are
credited to the banking account pertaining to other account. In
such cases, the sums are transferred by means of cheques to the
credit of the account to which they relate.

The Bank has a separate banking account for one or the other
of the accounts. The payments are made by cheques on the bank
on the Account concerned.

9. General processes of audit common to all accounts.-­
(a) Subsidiary Cash Book.-:The re.gister sho.uld be maintained in ac­
cordance with the instructlOns lard down m the Account Rules of
the University. While examining the register it should be seen-

(i) that all sums for which receipts have been granted accord­
ing to the counterfoil receipt book have been promptly
credited in the subsidiary cash book;

(ii) that sums have not been received without the grant of
receipts;

(iii) that there has been no avoidable delay in the remittance
to the bank;

(iv) that the receipts are remitted into the bank and that no
portion has been utiHsed directly for expenditure;

(v) that separate registers are kept for the receipt of cheque
. drafts, scholarships, stipends, discretionary grants, etc. '

. ~he remittance should be traced through the chalan or pay-in­
slIp mto the relevant pass book. The sums should be traced into the
day book of the funds or the relevant cash book to which they are
taken from the subsidiary cash book.

(b) Scale Register.-The register corresponds to the Audit Re­
gister. ,Every detail is noted in the main column itself and the
payment made to each person for any month is noted ag&inst him
m the month concerned. The audit is conducted on the general
lines adopted for the audit of establishment bills. The powers of the
Senate, the Syndicate, the Registrar and the Vice-Chancellor in the
matter of sanction to scales of pay, sanction to the creation of posts
and sanction to the appointment of persons should be studied and
kept in view during audit. .

In the Scale Register are also recorded the payments made in
respect of recurring charges against the month for which the claim
is paid to guard against a second or sub~equent payment of the same
claim. Such payments should, therefore, be traced in the register.

(c) Stock Acaounts.-8tock accounts are maintained in respect
of-

(i) Stationery for office use;
(ii) Furniture, tools and plants and other stores;

(iii) Electrical goods;
(iv) Answer Books;
(v) Calendars and question papers;

(vi) University publications;
(vii) Receipt Books:

(viii) Cheque Books:
(ix) Diplomas, etc.:
(x) Postage stamps:
(xi) Sundry articles like liveries;

(xii) jApparatus and chemicals for the Science departments;
(xiii) Books and periodicals in the library;
(xiv) Etc., etc.

It should be seen that the purchases are entered in the relevant
stock acconnt, that the registers are maintained in accordance with
the provisions of rules, that the balances have been correctly struck



and that the stock is verified annually by an officer appointed for
the purpose. The report of the verifying officer should be gone
through to know generally the nature of his remarks, and also to
ensure whether necessary action has been taken with regard to the
Shortages, if any, in stock noticed during verification. The Stock
accounts maintained in the office of the Registrar are examined con­
currently during the audit of the vouchers themselves. Those main­
Lained in the colleges, Departments etc., ale examined during the
audit of the institutions concerned. Similarly, the registers in the
iibrary should be thoroughly gone into in course of audit of library.

(d) Cash Books, Pass Books and Bank statements. After the
audit of the vouchers is completed, they should be traced into the
relevant cash books to ensure that all vouchers had been produced
and audited. The vouchers, if any, which were not made available for
audit should be called for in the objection statement. The banks
iurnish statements indicating the opening balance, the details of
receipts and charges in chronological order and the closing balance.

The receipt side of the statements should be compared in the
.relevant cash book. Care should be taken in checking credits through
cneques and drafts. It should be seen that all cheques and drafts
.credited to Bank are traceable in the Cash Book and subsidiary cash
nook. Similarly all receipts of cheques and drafts recorded in subsi­
diary cash book should be traced in the cash book and in b$lnk state­
ments or Pass Book. With respect to payments, the counetrfoils of
I:heques should be compared with the entries in the cash book and
traced into the Bank Pass Books and statements. It should be seen
that an agreement has been secured between the balance according to
~he Cash Book and that appearing in the bank pass book or that a
detailed note of reconciliation has been recorded in the Cash Book.

(e) Classified abstract.-This corresponds to the Postings Register.
A separate abstract is maintained for each one cf the several ac­
counts. The entries are made from the entries in the receipt side of
the Cash Book and from the vouchers concerned. The entries in the
classified abstracts should be traced in audit from the original receipt
entries in the cash book and the vouch~rs. It should be seen that
the classification adopted is correct and the total expenditure against
Each head of account is within the budget allotment. In cases where
It exceeds the provision it should be seen whether the sanction of
rhF' competent authority has been obtained to the ReC..essary reappro­
pnation.

(f) Securities and Investment Register.-In this register is record­
ed in detail the nature and the face value of the securities in which
the accumulated and surplus cash balances of the University are
invested. Separate pages are set apart for the several accounts of the
University and the transactions of each account are kept distinct frorri
every other. The Syndicate shall decide on the nature of the invest­
ment and the amount to be invested. When, with the sanction of the
Syndicate moneys are drawn on any account for investment, it should
be seen that the investment is made in the security decided UDon by
the Syndicate; that necessary entry is made in the Register of Securi­
ties; and the scnpts, or the receipts furnished by the bank are held,

EXPENDITURE

(h) Verification of balance in hand, balance of postage stamps
'and ~aleable form?, e~c., at the commencement of audit, disposal of
-preywus audtt obJectwns, and budget estimate.-The same checks
as m Chapter II of Local Audit Manual Vol. II.

(12) Register Of ,scholarships.

(13) Register of Advances and quarterly list of advances.

{14) Register of de?osits and quarterly list of deposit.

[g-IO
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in. safe custody and are forth~oming. The same procedure applies to
remvestment as well..The regIster should. thereafter, be gone through
to se~ whether ~he mterest ~as been realised by about the dates
men.tlOne.d therem.. The credIts of the sums noted as investment
reahs.ed m the r~gIstE:r should be traced in the relevant cash book.
The mterest on mvestments pertaining to any account is credited
in the Cash Book of that account. .

0. (g) General points for examination of all vouchers.-The auditor
should see .that every voucher in support of payment is a complete
and legal dIscharge for the payment and covers an item of authorised
-expenditure. It should be supported by a separate acknowledgment
of receipt of the payment.

10. General.-Before the audit of the paid vouchers is commenc­
€d, the following records and registers should be obtained and kept
ready:-

(1) Bundle of vouchers.

(2) Cash Book.

(3) Subsidiary Cash Book.

(4) Monthly, quarterly and annual accounts.

{5) Cheque Books and Pass Book. Bank statements, Register of
cheque books.

{6) Register of Bills for payment.

(7) Audit Register.

./ (8) Register of Government Grants.

(9) Register of cheques, drafts.

(10) Register of Discretionary grants.

~1l) R€gister of money orders received and undelivered money
prders.

[CHAP. XIII
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(15) Register of Loans.

(16) Register of Investments.

(17) Budget Estimate.

(18) Register of Endowments.

(19) Stock account of forms.

(20) Stock account of stationery.

(21) Stock register of furniture, gowns. liveries, etc.

(22) Order Book.

(23) Minutes Book of Syndicate and Senate.

(24) Postage and Revenue Stamp account.

(25) Service Book.

(26) Leave accounts.

(27) Security Register.

(28) Adjustment Register.

(29) Adjustment vouchers.

(30) Refund vouchers.

(31) Estimates, tenders, agreements, etc.

(32) Contractor's Ledger. personal ledger. etc.

(33) Schedule of Rates.

(34) Register of Works.

(35) Road Metal Statements.

(36) Measurement Book.

(51) Scrutiny Fees Register.

(52) Register of enquiry.

­(53) Duplicate Admit Cards (in counterfoils).

(54) Registers of Marks sheet and cross list.

(55) Stock Register of Strong Room.

N. B.-It should be ascertained from the Registrar whether registers other than those

enumerated above are maintained by the University. If so, the registers should be called foJ'

in audit through objection sheets.

[I~IJ:PROCESSES 01' AUDIT OF UNIVERSITIES
CHAP. XIII]

(38) Imprest Accounts.

(39) Demand and collection register of fee of Constituent Colleges.

(40) Stock Register of Blank sheets, cross lists, provisional certi-

ficates, money receipts and registration receipts.

(41) Stock Register of Diploma and Certificates.

. (42.) Stock Register of Answer Books.

(43) Register of Liveries.

(44) Register of Registered Graduates of college teachers.

(45) Register of University students.

(46) Register of sales of Publications, e.g., question, pamphlets,

Minutes, Calendars, regulations, courses of studies, Reader­
!hip lectures.

(47) Register of Migration Fees.

(48) Register of Examination Fees.

(49) Register of written diplomas and certificates.

(50) Registers of Duplicate certificates, diplomas and periodical

certificates.

[CHAP. XIIIPROCESSES OF AUDIT OF UNIVERSITIES10J

(37) Provident Fund Accounts­

(a) Provident Fund vouchers.

(b) Abstract Register.. I
(c) Register of temporary withdrawal!

(d) Register of Policies.

(e) Register of Life Insurance Premia.

(f) Register of Subscribers.

(g) Provident Fund ledger.

(h) Annual account of Provident Funn suhscriber;:;..

AUDIT OF CHARGES

11. (a) All payments of charges. relating ~o University Depar,t­

ments and constituent colleges are dIsbursed eIther by the Heads of

the Department or by the Principals of the colleges. It shoul~ the~e­

fore be seen that claims on this account drawn from the Umversity

Main Account are acknowledged by the officer in whose favour the

athounts are drawn and disbursed to the persons concerned as per

the bills submitted by them.

(b) The vouchers 'should be required to be so.rted f?r the period

of audit into establishment, Public Works, ContmgencIes, Refunds,

Scholarships, discretionary grants, etc., the voucher of a particulal

14-8 A. G. Bihar/57 ../ I
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nature and relating to a particular establishment being put together.
Each class of vouchers appertaining to each department should then
be taken up for audit' and examined before another department is
taken up. After the establishment and contingent vouchers have been
audited, the Public Works vouchers may be taken up. They should
be arranged in the order of works, vouchers relating to each work
being put together by the office with the estimates, contract agree­
ments, measurement books with their pages marked, etc. Similarly,
scholarship vouchers, discretionary grant payment vouchers, stipend
payment vouchers, etc., should be checked.

12. The following are the general points on which objections
should be raised whenever necessary:

(a) Want of vouchers, sub-vouchers and payees' receipts or
acknowledgments, stamped where necessary.

(b) Payments' made without proper authority, to persons other
than the rightfUl payee.

(c) Excess payments.

(d) Objectionable charges.

(e) Illegal payments and want of competent sanction for charges.

(f) Losses.

(g) Amounts collected and not brought to account.

(h) Wasteful expenditure.

(i) Advances wrongly and unnecessarily made.

(j) Advances wrongly charged off to service head direct.

(k) Want of or defects in-
(i) Check measurement certificates..
(ii) Disbursemen.t certificates.

(iii) Other certificates.
(iv) Countersignatures.
(v) Pass orders.
(vi) Paid endorsements.

N. B.-All certificates relating to credits as recorded on the payment vouchers should
be verified from the subsidiary cash book and General Cash book and Bank statements.

13. As in para. 49 of Chapter VIII.

Audit Procedure

14. After the vouchers are audited they should be traced into
the Posting Register and the entries in the latter initialled and missing
vouchers called for at once. If not forthcoming step should be taken
for their production in accordance with the standing instructions.
The classification of the charges as recorded on the voucherf: should
also be examined. Whenever sanction of the Senate or Syndicate is
quoted in support of an exnenditure, the auditor should verify the
sanction in the minutes book.

Payment Vouchers

15. The check over payment vouchers 1?hould be .eXE:rcised in
detail as laid down in Chapter II.

Establishment Bills

16. As in Chapter II and paras 51, 52 and 53 of Chapter VIII.

Remuneration Bills

17. See that remuneration is paid according to rules on the point.

Travelling Allowance Bi'Lls

18. As in Chapter II and para 54 of Chapter VIII.

Contingencies and Special charges.

19. As in Chapter II and paras 55, 56 (a), (d), (e), (f), (g), (h), (i)
and (m) of Chapter VIII.

Expenditure on Works

20. As in Chapter II and paras 57 to 63 of Chapter VIII.

Miscellaneous Supply Bill

21. As in para 64 of Chapter VIII.

Refund vouchers

22. As in paras 65 and 66 of Chapter VIII.

Advances

23. As in Chapter II and para 69 of Chapter VIII.

Recoupments of Pe1manent Advance

24. As in para 70 of Chaptf'r VIII.

Imprest

25.' As in Chapter II and para. 71 of Chapter VIII.

Deposit

26. As in para 72 of Chapter VIII.

Investments

27. As in para 73 of Chapter VIII.
-/



Remittance chalans

34. As in para 80 of Chapter VIII.

Dail Collection Register

29. As in para 75 of Chapter VIII.

Subsidiary Cash Book

33. As in para 79 of Chapter VIII.

PROCESSES OF AUDIT OF UNIVEIl.SITIESCHAP. XIII]

grants. These are Ministers' discretionary grants paid out of their
annual allotments. The Accountant General issues letter of authority
for drawal of such grants either to the Vice-Chancellor or to the
Registrar or to the District Magistrate of t~e .District. In the. ca~es
where the authority for drawal of grants IS Issued to the D~str~ct

Magistrate bills on the above account are d~awn out b.y the DIstnct
Magistrate and are made payable to the Registrar or VlCe-<;hancellor
of the University in case of Post-graduate students and, m case of
Und~r-graduat~ students, in favour of Principals of the college~. T?e
auditor should therefore, ascertain from the office of the Dlstnct
Magistrate, details of such bills made over to the Vice-Chancell?r;
Registrar and Principal of colleges and should see that all s.uch bills
were duly taken into account, encashed by transfer and paid to the
student concerned. In case of authorities issued direct to the Registrar
or to the Vice-Chancellor of the University by the Accountant Gene­
ral it should be seen that all such authority slips had been duly
entered in a register and the entries had been attested by the Regis­
trar of the University before drawing the amount from treasury by
transfer. It should be seen that a proper account of receipt and dis­
bursements are kept by the University Office and Principals of the
colleges.

Register of Deposits

41. As in para 85 of Chapter Vill.
../

Register of Advances
J

40. As ill para 84 of Chapter VIII.

Register of Permanent Advances

39. As in para 83 of Chapter VIII.

(b) Scholarships, stipends. etc.-Scholarships and stipends under
various schemes are received by the University for disbursement to
the students from Government of India, State Governments and even
Private Institutions and Bodies. Scholarships and stipends paid by
the Bihar State Government are drawn by the University on the
letter of authority issued by the Accountant Ge1!eral, Bihar whereas
scholarships and stipends paid by the Government of India and other
public bodies and institutions are generally received through cheques
or drafts. Audit should, therefore, satisfy at the first instance that
all these scholarships and stipends received from various sources had
been duly accounted for and credited to the University Fund. The
Disbursement Register for scholarships and stipends would indicate
the receipts invariably as no scholarships or stipends could be dis­
bursed unless they are received and credited to the University Fund.
So for all disbursements of scholarships and stipends trace the cor­
responding credit and also ascertain from the letter of the sanction­
ing authority if the scholarships or stipends had been disbursed as
per the condition laid down therein.

[CHAP. XIIIPIlOCESSES 01' AUDIT OF UNIVKIlIITIES

Register of Cheques and Drafts received
in payment of dues

36. As in para 82(A) of Chapter VIII.

Bank Pass Books and Bank Statements

32. As in Chapter II and para 78 of Chapter VIII.

Adjustment Register

35. As in para 81 of Chapter VIII.

Cash Book

31. As in Chapter II and para 77 of Chapter VIII.

Register of Money Orders received
37. As in para 82(B) of Chapter VIII.

Cheques

30. As in Chapter II and para 76 of Chapter VIII.

Examination of RecOTds

28. Several of the Registers will already have been examined in
le course of the processes referred to in the preceding paragraphs
lt the auditor should make it a point for seeing that all the required
~gisters are maintained and that they are in the prescribed printed
,rms, any not maintained or not in the standard forms being detail­
i in the objection statement provided there have been transactions
ecessitating their use. The following special points should also be
)ted in addition to those already mentioned.

Registers of Discret'ionary Grants and
Scholarships, stipends, etc.

, .38..(a) Discretionary grants.-8uch gran,ts are received by the
mversity for .paYI:?e~t to students as ~n aId to their study. These
rants are qUIte distInct from the VlCe-hancellors Discretionary
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Security Register of University EmpLoyees,
Lessees and Contractors

42. As in para 86 of Chapter VIII.

Register of Investments

43. As in para 87 of Chapter VIII.

Register of Loans

44. As in para 88 of Chapter VIII.

Appropriation Register of Loans, Endowments
and other Funds

45. As in Para 90 of Chapter VIII.

Register of Bills for payment

46. As in para 91 of Chapter VIII.

A udit Register

47. As in para 92 of Chapter VIII.

Service Book and Leave Accounts

48. As in para 93 of Chapter VIII. Service Books of Government
servants on deputation to the University should be checked in all
cases.

Postage Stamp Register

49. Auditor should-
(i) Trace purchases of stamps into the register;

(ii) Check totals and closing balances;

(iii) Verify balance in hand.

Register of contributions due from the University towards pension
and Leave Salary of officers and servants lent on Foreign

Service or on deputation

50. As in para 94 of Chapter VIII.

Register of Works

51. As in Chapter II and para 95 of Chapter VIII.

Schedule of Rates
52. As in Chapter II and para 96 'Of Chapter VIII.

I

Contractor's ledger

53. As in Chapter II and para 97 of Chapter VIII.

Measurement Book

54. As in Chapter II and para 99 of Chapter VIII.

- Inven1Jory of Immovable property.

55. As in para 101 of Chapter VIII.

Register of furniture, tools, etc.

56. As in para 102 of Chapter VIII.

Stock account of forms

57. As in Chapters II & VIII.

Stock account of stores, stationery, Public Works and other
miscellaneous articles.

58. As in Chapter II, paras 103, i04(a) of Chapter VIII.

Suit Register

59. As in para 105 of Chapter VIII.

Other records

60. As in para 106 of Chapter VIII.

Monthly accounts of Receipts and Expenditure

61. As in para 107 of Chapter VIII.

Provident Fund Accounts

.... 62. As in Chapters II and VI. The balances at the end of the
year should be checked with the acknowledgments of the subscribers
in all cases. The withdrawals may be checked in detail.

Demand and Collection Register of Fees ,of Constituent
Colleges (in the University)

63. Auditors should trace into this register all the collections of
fees, etc., shown as credited to the University Fund from the Cash
Books of the Constituent Colleges. To ensure that the postings are
correctly made and that they are also genuine the total annu~]
receipts of the colleges should agree with those booked in the Um
versity records.
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Checks on regiSters should be exercised in the same manner as
'in the case of General Fund of the University.
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Special Funds

Trust and Endow.ment Funds

69. The checks prescribed for Trust Fund are to be applied.

Constituent colleges

70. Auditors should exercise checks in the same manner as laid
down in respect of General Fund of the University. as fa~ as appli­
cable. Special attention should be paid to the followmg pomts :-

(a) Cash Book- \
(i) The same checks as are applicable to. the General Cash

Book with challans cheque counterfOlls and Bank Pass
Books of the Unive;si.ty Fund are to be applied.

(ii) Auditors should trace all the collections made daily fr,?m
the Subsidiary Cash Book or the abstract of the Dally
Collection Register as the case may be.

(iii) Auditors should trace all the amounts entered in the Cash
Book and shown as receipt from the University Fund by
cheques or otherwise on account of the salaries of the staff,
scholarships or contingent charges from the Cash Book of
the University or ledgers maintained for the purpose and
amounts of the scholarships received for disbursement to
the students from Government or any other source with
the relevant records.

(b) Abstract of Daily Collection Register of fee, fines, etc., or
Subsidiary Cash Bonk.-Auditors should-

(i) trace the daily collections into this register from the class
daily collection registers or attendance registers.

(ii)' check the totals, Counterfoils of receipts for collection of
Ifees, fines, etc., stock book of receipt forms, challans and
cheque counterfoils, Bank Pass Books, Imprest accounts,
Stock Books of forms, furniture, fittings, Science apparatus,
Chemicals and Stationery, Postage Stamp account, Monthly
and Annual Accounts, etc. The same checks as in the case
of UniveI»ity.

68. Auditors should-
(i) obtain a list of registers maintained by the Departments;

(ii) exercise checks in the same manner as in the case of Uni­
versity;

'. (iii) ascertain the sources of receipt and see whether all receipts
have been accounted for;

(iv) exercise cross checks with respect to remittances from the
University to the offices of Deans, Department, or Hostel
and vice versa.

Offices of Deans University Departments, Hostels, Dispensary
accounts, etc.

[CHAP. XIIIPROCESSES OF AUDIT OF UNIVERSITIES

Check of Remittances

64. After the accounts records of the University are checked, a
list of remittances to other branches of the University, viz., Con­
stituent colleges, Text Publication Fund, University Press, University
Departments Hostels, Library, offices of Deans. Dispensary, Trust
and Endow~ents, etc. should be prepared and credits traced in the
mstitutions concerned. The accounts of all the branches should be
checked on the lines as indicated in the previous paras as far as
applicable. A list of remittance~ by each institution to the UniversitJ:
Fund should also be prepared m course of check of the accounts of
the institution concerned and credits traced in the University ac­
counts. Seperate lists of registers maintained in the University office
should also be obtained and requisite audit checks exercised Qvel'
them on the lines indicated in Chapter II and in the previous paras.
Particular attention should be given to all remittances .by cheques
and drafts and it should be seen whether all such remittances have
been credited to the University Fund.

Text Publication Fund

66. A list of registers maintained should be obtained from the
University.

Checks should be exercised as in respect of General Fund of the
University. Particular attention should be paid on checks relating
to the subsidiary Cash Book, Stock Register of Strong Room and
Sales Book. Auditors should trace all purchases from the vouchers of
purchases to this register and all issues to the sale book. Totals should
be checked and balances verified. The totals of sale book should be
checked and balances verified. The credits of all the collections should
be traced from the subsidiary cash book to the Text Publication
Fund. The credits of amounts received by cheques or otherwise from
the University Fund should also be traced.

Press Accounts

65. A list of registers maintained should be obtained from the
University. Checks should be exercised as in Chapter II in respect
of District Board Press and in this Chapter in respect of General
Fund.

Library Fund

67. A list of registers maintained should be obtained from the
University.

Auditors should trace the purchases from the purchase vouchers.
It should be seen that general inspection of the library and the records
of the books issued has been carried out by the Executive Committee
115 required by rule 8 of the Library Rules.



(f) Miscellaneous Funds, such as Athletic Fund, Magazine Fund:
~tc.-Auditors should-

The abstract of account for the Annual Account should then be
:)rep~red with reference to the previous year's acc.ount as regards
)pen:ng balances an~ the body of account as regards receipts and ex­
p~ndlture. The closmg balance should be worked out and tallied'
WIth the closing balance of the cash book or cash books. It should
be seen that earmJ.rked funds, such as, balances of capital receipts

(c) Demand and Collection Register of Fees.-Auditor should­

(i) see that there is a separate demand and collection register
kept for each class;

(ii) see that the demands and balances are correctly worked
out.
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Statement to be appended to the Audit Report

72. The following statements shall be appended to the Audit
Report :-

(a) As there is separate subsidiary account for endowments, the'
figures under Receipts and Expenditure should be compiled and bal­
ances drawn. These should agree with the figures appearing in the
Appropriation Register of Loans, Endowments and other Funds. The
opening balances, receipts, charges and closing balances should be
noted in the Endowments account which should correspond to the
figures noted in the abstract of Annual Account. -

(b) As in paras 114(b), (c), (d), (e), (f), (g), (h), (i), 0), and
(k) of Chapter VIII with respect to Government Grants Loans ac­
count, Loans Statement, Investment account, statement of assets and
liabilities, medical institution, advances, deposits, Provident Funds,
etc.

Cash and Account Branches

73. It should be seen that the Cash and account branches have
been kept distinct. If not, the attention of the Executive authority
should be invited to the rele~nt rule on the subject.

The University money in the custody of the Executive Authority
should be kept in a Cash Chest under double locks of different
patterns the key of one lock beip.g kept apart from and in a different
person's c\lstody from the key of the other lock. The key of one lock
should accordingly be with Ithe Cashier and the key of the other
lock should be with the executive authority or under the personal
responsibility with an officer, other than the cashier, authorised by
him in this behalf.

General

72-A Lodgement of Funds.-It should be seen that the Univer­
sity Fund is kept in the approved bank.

It is, however, not necessary to show the general ac_count as
having. a .deficit. where. lo~g-term diversions are sanctioned.

After the prepartion of Annual Account the budget figures should
be compared with actuals and all cases of deficits in receipts and
excesses in expenditure should be specially looked into. The reasons,
for any difference should be thoroughly investigated and explanatioll
called for from the University office wherever necessary.

CHAP. XIII]

from sale of capital asse~, loan funds, special State or Central grants,
etc., have not been diverit5i1 for ordinary expenditure under General
Account without the specific sanction of Government. It should be·
particularly seen that no portion of Provident Fund balance has been
diverted as such diversion even temporarily is not permissible.

).

[CHAP. XIII
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Preparation lof the Annual Account

71. After the postin~ register has been completely checked the
mnual accounts of receIpts and charges which should be submitted
llong w~th the. audit report should be prepared from the entries in:
:he postmg regIster. The figures to be entered under the head "final
mdg~t appropriation" should be taken· from the Original Budget
;an~tlOne~ by the board and transfer of allotments, if any, ordered
)y It. dunng the course of the year. It should particularly be borne
n mI.nd that the figures given in the revised budget for that year
mbmltted along with the budget estimate for the subsequent year
;hould be adopted. - .

(d) Payment vouchers.-The rules for check of payment vouchers
n the case of the University should be applied.

Auditors should-

(i) See that duplicate copies of all the bills are kept for record
in the college files;

(ii) exa!Uine the. payment side of the Cash Book generally and
notlce any Irregular items of expenditure, if any.

(e) Acquittance ~ons.-Auditors should see that acquittance>
oIls are kept fo!, a~l dIsbursements of salaries, scholarships, etc., made
hrough the Prmclpal .ar;td check them with the copies of the pay­
nent vOl;lchers. T~e ongmal vouchers should also be compared with
he duplIcate copIes selected for audit.

(i) trace all the amounts shown as receipts in the general cash
book of the college on account of these funds into the cash
book of the Fund account;

(ii) see that articles purchased, if any, through these vouchers
are properly accounted for in separate stock registers for
the funds concerned.
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Form A

STATEMENT A

[Referred to in Rules 4(12) and 7 of Chapter I.]

Irregularities in payment and adjustment vouchers to be disposld offinally before

\ the next audit

Delegation of powers to officers and duty
chart of employees

74. A list of powers delegated to the djfferent officers of the

University should be looked into and it should be seen that the

powers are not exceeded. The duty chart of University employees

should also be examined to assess responsibility, whenever necessary.

Audit Report

75. On the conclusion of audit an audit report dealing with im­

portant irregularities should be prepared and forwarded to the exe­

cJltive authority along with an audited annual account of receipts

and charges, with a request that replies to the report may be fur­

nished within two months from the date of receipt. Other irregulari­

ties relating to general fund should be included in separate objec­

tion statements which should be forwarded to the Executive Autho­

rity for return with replies within two months.

Copies of Audit Reports shall be endorsed to-

(i) The Registrar,
(ii) The Vice-Chancellor,

(iii) The Chancellor,

(iv) The Secretary to the Government of Bihar, Education De­
partment.

One Audit Note containing the irregularities noticed in course

'Of audit of the accounts of the Universjty other than those embodied

in Audit Report referred to above should also be issued to the Regis­
trar for the rectification of defects.

Serial
No.

-Vouchers

Number Date Amount

Rs. nP.

3 4

Particulars of
charge

5

Nature ofobjection and.
instruction

6

STATEMENT B

[Referred to in Rules 4( I 2) and 7 of Chapter I.]

Showing irregularities and omission: in. accou~ts and registe~s (other than

payment and adjustment vouchers) wIth Jnstructwns and suggestIons for future
those in
guidance-

Serial
Num­

ber
Particulars

....

213

Instruction or suggestion
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STATEMENT STATEMENT

Form C
.STATEMENT C

[Referred to in rule 4(14) of Chapter 1.]

Audit Objection Statement on the accounts of. .Jor .

A
S....
o
~

Note or Further
Date of transanc- Particu- Objection Reply of admission explanation Final re-
tion and number lars of or Local or further by Local marks by

of voucher transac- sugges- Authority remarks by Authority Auditor
tion tion Aditor

2 3 4 5 6 7

~I

I
I

""I
I
I
I
I

til
j
1
I
I
I
I

I

co

O'l '1:l

'"~
:j

~·z...
...
0

'1:l

'";:l
~......

':".....
....
0....,
p,.
<1l

...c:
0

(:4 """'0

}-l ~
Z; ....

~~

;.:l ~ '"<::l

~ 0 -<:>

~ "3 '"<::l
'"'E-c .... '".5
.~

~ '"'"f-< 0 ~
U'.J ...., '"<::l

"0 I::
0 <::l
.... '"<::l.... '".E ::l..,
0 .:::1
~
l-J .:::<

I::

'"E:
~

~..,
I::
c'-....'"~
c

.0

.~

<::l

~

Initials. . . . . . . . . . . . . . Initials. . . . . . . . . . .. Initials. . . . . . . . . . . . Initials .

Designation. . • . . . . . . . Designation. . . . . . .. Designation........ Designation .

·oTE.-In two sizes-half and foolscap size. Each size i 1 hvo colours -Red and bu

Received on.......... Returned on. . . . . . .. Re-issued on.. . . . . .. Returned on .



STATEMENT E

[Referred to in rules 4(14) and 7 of Chapter 1.]

Unrectified·objections ofprevious audit report

STATEWENT

zr

6

Actual

5

Budget

4

Head of
Expenditure

3

Amount

2

Budget

APPENDIX I

[Referred to in rule 7 of Chapter I]

Abstract of Annual accounts for this year _

Head of
receipts

Form E

7

Notes of admis­
sion or remarks:

by auditor

6

Reply of
local autho­

rity

5

Objection
or

suggestion

Particulars
of

transaction

43

Reference
to previous

audit
reports

2

Date of
transaction
and number
of voucher

Serial
No.

STATEMENT F

[Referred to in rule'] of Chapter 1.~

List oj Registers and Records Examined.

Total

Add-opening
balance

GRAND TOTAL

Total

Add-Closing
balance

GRAND TOTAL

I. • ••••.•..•••.•••.•.••••.....•• Checked and found correct. Subject to the remarks in paragraph of the report.

2 •••••.••.••.••••••••.•••.••••••

.A:udtlOT.

NOTE.-Auditors should carefully look into the reasons.ofdiffe 'ence be'w~en the bur:'gete4
figures and actuals and offer c::>mmcnt; thereon.

3· ...........•..................

4· .

5· ............................••

6 ..
15-8 A. G. Bihar/57 ....,

I
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APP:ENlJIX II

[Referred to in rule 7 of Chapter 1.]

Receipt ofand expenditure from Government grants for specific purposes for the year "'.

Serial Dare of
No. receipt

Purpose
for which
the grant

was made

Reference to sanc­
tion

Letter Date
No.

Amount
of

grant

Contribu­
tion pay­
able as a
condition of
the grant

Total
Expendi-
ture pre-

viously
incurred

Expendi- Total
ture in- expen-
curred this di ture

year

Balance
outstand­

ing

Remarks
e.g. time
limit

imposed

2 3 4 5 6 7 o 9 10 II 12 13

>
'tl
'tl
t>l
Z
t:l
X
~

~

~.....
00

The conditions attached to the grants have been fulfilled subject to the remarks contained in paragraph ofthe
report.

Auditor.



APPENDIX IV

[Referred to in rule 7 of Chapter 1.J
Statement of recoveries

From whom re-
Reference to ceived

Nature of
Serial Para- Vr. No. Date Amount Name Designa- short re- Amount

"'':J. graph tion coveryor to be Remarks
No. overpay- recove-

ment red

2 3 ·4 5 6 7 8 9 10
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APPENDIX V

[Referred to in Note 5 below Rule 12 of Chapter 1.J
(a) OutLine of Draft Audit Report on Municipal Account

PART A

I. INTRODUCTORY

The. A~counts audited .

The period of accounts audited .

The time taken for audit. .

The number of working days .

Chairman .

Vice-Chairman .

Cash Book Balance ..

Pass Book balance , ..
[Note reasons of discrepancy if any.]

Scope of Audit

A list of accounts and registers examined will be found in Statement F.

II. FINANCE

Abstract oj Receipts and Disbursements for the last three years.

Assets and Liabilities.

Analysis of Cash balance.

Review of monthly cash balance.

Comments on Financial position.

Loans.

Budget.

Depreciation Fund.

III. ACCOUNTS OF TAXES RAISED FOR SPECIFIC PURPOSE

Latrine Tax.

Water Tax.

IV. GOVERNMENT GRANTS

Receipts and Disbursements.

Comments on refundable balances.

Comments on registers maintained.

Comments on sanctioning letters of authori(y.

Suggestion for improvement.

V. OVERRIDING POWERS OF SANCTION

Comments on irregular order.. sanctioning expenditure.
/" 221



VI. FINANCIAL IRREGULARITIES

Apparent Misappropriations.
(1\) Extent.
(B) Modus Operand

222

APPENDIX V

(C) Breach of Rules
(D) Liabilities.
(E) Surcharge.

Non-credit or short-credit of collection including delay in crediting collec­
twn (quoting uJf,ringement of rules).

Collect' on without the issue of proper receipts (quoting infringement of
;·ules).

Expenditure not covered by appropriations.
Drawal of money in advance of requirements or to avoid lapse of budget

grants.
Other infringement of financial rules.
Security deposits of employees.

VII. ASSESSMENT AND COLLECTION OF REVENUE

Irregularities in connection with assessment.
(i) Assessment of taxes.

The following statement shows the demand, collections, arrears and per­
centages of collection of the house, latrine and water taxes as per progress
statement :-
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Analysis of Arrear taxes, according to the Outstanding list drawn out
iTom the bank spaces of the Demand and Collection Register.

Municipal Commissioners, GDvernment Buildings and GDvernment and
Municipal servants 'in arrears.

Time barred taxes.
Taxes written off as irrecoverable,
Warrants issued.
Distress. warrants, etc.

(ii) Other taxes and fees.

As in cases of item VI(i) above, under this head all other taxes and
fees, such as Cart, Ekka, Cycle. Offensive and Dangerous trades, Platform
fees (Temporary).

(iii) Fixed rents.

Land rents, building rents, Pucca Plantforms, etc., to be dealt with on
the lines of item VII(i) as far as applicable. Cases of unprofitable dispose of
any municipal property or right should be commented upon.

VIII. LAW ACCOUNTS
(1) Criminal Cases.

Defects in Registers­
Cases instituted.

I. Demand

II. Remission

III. Effective Demand

Arrear .
Current
Total

Arrear .
Current
Total

House Latrine Water Total

Year Pend­
ing

cases

2

No. of
prose­
cutions
in the
year

3

Total

4

No. of
cases

comp­
romis­

ed

5

Cases
comp­

romised
without
realisa­
tion of
cost

6

Cases
drop­
ped for
want of
proper

address,
stayed

etc.

7

Cases
acquit­

ted

8

Fine
impo­

sed

9

Cases
Pend­

ing

10

IV. Collection

V. B lance

Arrear •
Current
Total

Arrear .
Current
Total

Arrear •
Current
Total

Comments on cases.

(2) Food Adulteration Cases.

Number of Number sent for Particulars of report of analysis
samples chemical --------"----------

Year taken analysis Genuine Not Broken Not analysed
genuine in tran- because of

sit short quantity

No. of
prosecu­

tions

VI. Percentqe

Arrear collection on arrear effective demand .•......•....•
Current collection on current effective demand .•.•.......•
Total collection on total effective demand .•.........••.••

Comments on cases.

3

II

5 6 7 8

•
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2 3 4 5 6 7

(a) Tax suits

(b) Title suits
and money
suits.

(e) Appeals

(ii) Decrees.

Pending in Decrees Execution Execution Decrees pen-
the begin- executed Total TO. of disposed pending on ding on the

Year ning of the during the execution of during the last last day of
year year cases the year day of the the year

year

2 3 4 5 6 7

Comments on cases.

(3) Civil Suits.

Defects in Registers­

Cases instituted.

(i) Civil Suits.

Particulars

Pending cases
in beginning Cases filed
of the year in the year

Cases
Total disposed

of

Cases pending
at the close of

Cases lost the year

Irregularities connected with the award of contracts for execution of works.

Inception of works without adequate investigation of their utility or feasi­
bility.

Execution of works by an agency which lacks the ability or facility to
execute them properly.

Financial assistance to contractors.

Deviation of contract being in favour of the contractors.

Non-levy of penalties for delay in the execution of work.

Omissions to enforce the terms of contracts.

Rush of expenditure in March.

Materials at site accounts.

(c) Stock Accounts

Purchase, custody and consumption of stores.

Other irregularitie~.

Stock accounts of dead stock.

Register of properties.

Other miscellaneous objections. •

X. ADVANCES, DEPOSITS AND PROVIDENT FUND ACCOUNTS

{i) Advances-

Advances outstanding

Advances made

Total

Advances adjusted

Balance outstanding

Time barred advances (to be surcharged without fail)
Irregularities relating to advances.

Deposits of taxes
adjustable.

Deposits
refundable

Deposits outstanding

Deposits recovered.

Total

Deposits refunded.

Balance outstanding.

Irregularities relating to refund of deposit.

(ii) Deposits-IX. EXPENDITURE

(a) General Vouchers

Payments not covered by law or rule having the force of law.
Unprofitable and wasteful expenditure.
Irregularities in connection with the' creation and entertainment of esta­

blishment.
Overpayment of pay, leave salary, travelling allowances, etc.

(b) Works Accounts

Double payments, excess payments and irregular payments.

Schedule of rates. ~iii) Provident Fund Accounts-
Tender. Agreement of abstract of balances with ledger balances.
Estimate.
Agreements. Comments on investments, securities, etc.

Works executed without estimates, tenders and agreements. Irregularities in connection with the payment of contribution, main-
Works not given to contractors quoting the lowest rates. 1 tenance;f accounts, issued and recovery of advances, etc.

~----~~-~----
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XI. ACCOUNT RECORDS AND REGISTERS

Taxation Accounts.

The following are the outs~anding taxes on _ taken from the
sources noted below :-

(b) Outline of Draft Audit Report on District Board Accounts

PART A

I. INTRODUCTORY

(i) Worked out by auditor by adding the total demand for and deduct-
ing the sum of the remissions and collections from to .
for the balance outstanding on worked out by him and
sho",-;ing in last audit (para )

(ii) worked out from blank space~ in the demand and' collection regis-
~n. I

(iii) Progress statements.

The Accounts audited.
The period of accounts audited.
The time taken for audit.
The number of working days.

Chairman.
Vice-Chairman.
Cash Book balance.
Pass Book balance.

•Scope of Audit

A list of accounts and registers examined will be found in Statement F_

[Note Reasons of DiscrepaI}.cy, if any.1Worked out from the
Worked out by blank spaces in the Progress statement

the auditor demand and collec­
tion register

Particulars of tax

2 3 4
II. FINANCE

•
Holding

Latrine

Water

(For details Please see Appendix VIA)

Comments on reasons of differences.

Abstracts of Receipts and Disbursements for the last three years .

Assets and liabilities.

Analysis of cash balance.

Review of monthly cash balance.

Comments. on Financial position.

Cess.

Loans.

Budget.

Depreciation Fund.

Other defects

Other defects and omissions in accounts together with suggestion for their­
rectification have been set out in part B to which attention is invited.

XII. LAST AUDIT

XIII. RESULTS OF AUDIT

XIV. ANNUAL ACCOUNTS

III. GOVERNMENT GRANTS

Receipts and disbursements.

Comments on refundable balances.

Comments on registers maintained.

Comments on sanctioning letters of. authQt"ity.

Suggestions f.or improvement.

XV. SUPERVISION OF WORKS BY GAZETTED OFFICERS OF THE DEPARTMENT ANIlt
NAMES OF ASSISTANT AUDITORS WHO ASSISTED THE AUDITOR

IV. OVERRIDING POWERS OF SANCTION

Comments on irregular orders sanctioning expenditure.

XVI. DISCUSSION WITH HEAD OF OFFICE

General

V. FINANCIAL IBREGULARITIES

Apparent misappropriations.

Camp.

The..•.....•. 19 /
(II) ~lttent.

(i) Modua opet'aadi.

(c) Breach of Rules

(Il) Liabilities.

(,) Surcharge.

Non-credit or llhort-credit of collection includinl delay in creditinl colie­
tions (quotinl infriI)&ement of rules).
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Double payments.

Payments not covered by law or rules having the force of law.

Unprofitable and wasteful expenditure.

Irregularities in connection with the creation and entertainment of esta­
blishment.

Overpayment of pay, leave salary, travelling allowances, etc.

VIII. EXPENDITURE

(a) General Vouchers

Collection without the issue of proper receipts (quoting infringement of
rules).

Expenditure not covered by appropriations.
Drawal of money in advance of requirements or to avoid lapse of budget

grants.
Other infringement of financial rules.
Security deposits of employees.

VI. ASSESSMENT AND COLLECTION OF REVENVE

Settlement, collection and arrears of rents from ferries, pounds, lands,
roadside trees, Cart taxation, etc.'

Figures for Arrear Demand, Current Demand, Collection and Balance in
each case should be worked out. The balance should be classified
according to the years to which they relate.

Irregularities in connection with the filing of suits and execution of de­
crees.

Cases of unprofitable disposal of the board's properties or rights.
'Security deposits of employees.

VII. LAW ACCOUNTS

(1) Criminal cases.
Defects in Registers-

Cases instituted.

(ii) Decrees.

Pending in
the begin­

Year ning of the
year

2

Decrees
executed

during the
year

3

Total No.
of· execu­
tion cases

4

Executions
diposed of
during the

year

5

Executions
pending on
the last

day of the
year

6

Decrees pen­
ding on the'

last day of'
the year

7

Comments on cases.

>,

2 3 4 5 6 7

rea) Tax suits

'(b) Title suits and ,
money suits.

((c) Appeals

Cases
Cases dropped

No. of compro- for want
Pending: No. of cases mised of pro- Cases Cases Fine Cases
cases III prose- Total com- with- per add- acquit- convic- impos- pend-
the begin- cutions promised out rea- ress, ted ted ed ing
ning of in the after rea- lisa- stayed,
the year year lisation tion of etc.

of cost cost

2 3 4 5 6 7 8 9 10

(2) Civil Suits.
Defects in Registers­

Cases instituted.
(i) Civil Suits.

(c) Stock Accounts

Purchase, custody and consumption of stores.

Other irregularities.

Stock accounts of dead stock.

Regifter of properties.

OthJr Miscellaneous objections.

(b) Works. Accounts

Double payment and excess payments to contractors.

Schedule of rates.

Tenders.

Estimates.

Agreements.

Works executed without estimates, tenders and agreements.

Works not given to contractors quoting the lowest rates.

Irregularities connected with the award of contracts for execution of
works.

Inception of works without adequate investigation of their utility to exe-
cute them properly.

Financial assistance to cO,ntractors.

Deviation of contract being in favour of the contractors.

Non-levy of penalties for delay in the execution of work.

Omission to enforce the terms of contract.

Rush of expenditure in March.

Materials at site accounts.

Cases
pending at
the close of
the year

Cases Cases
disposed lost

of

TotalCases filed
in the year

Pending cases
in beginning
of the year

Particulars
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IX. ADVANCES, DEPOSITS AND PROVIDENT FUND ACCOUNTS

(i) Advances-
Advances outstanding

Advances made

Total
Advances adjusted

Balance out/tanding

Time barred advances (to be surcharged without fail).

Irregularities relating to advances.

APPENDIX VI

[Referred to in para '10 of Chapter 1.]

District Board

I. The following statement exhibits the assets and liabilities of the Dis-
trict Board as they stood on the ..

Assets

Rs. As. Ps.

I. Cash balance . .

(ii) Deposita- Deposits
refundable

Deposits of
adjustable.

taxes IA. Cash in the hand of the Cashier .............

Deposits outstanding

Deposits received.

Total

Deposits refunded
Balance outstanding

Irregularities relating to refund of deposit.

(iii) Provident Fund Accounts-

Agreement of abstract of balances with ledger balances, and Post
Office Savings Bank llalance.

Comments on investments, securities,' etc.

Irregularities in connection with the payment of contributions, main­
tenance of accounts, issue and recovery of advances, etc.

2. Investrnents-

(i) for revenue purpose
(ii) for special fund

(iii) of Government grant

3. Permanent Advance .

t4. Advances out£tanding

5· Outstanding countervailing grant from Government on account of
pounds & ferries etc. .

6. Outstanding. land rent

Less irrecoverable

7. Outstanding 'cess'

............... 0 •••

.....................

................

.0 .

X. ACCOUNTS, RECORDS AND REGISTERS

Major defects in accounts and registers.

8. Outstanding taxes Cart taxes

TOTAL

Other -defects

Other defects and omissions in accounts together with suggestions for
rectification have been set out in Part B to which attention is invited.

XI. LAST AUDIT

Liabilities.

(a) Investments for specific purpose.

Rs. As. Ps.

•

XII. RESULTS OF AUDIT

XIII. ANNUAL ACCOUNTS

XIV. SUPERVISION OF WORKS BY GAZETTED OFFICERS OF THE DEPARTMENT A.l~D
NAMES OF ASSISTANT AUDITORS WHO .ASSISTED THE AUDITOR

[Authori!y-Examiner's Circular No. L. A. (R. & S.) 50 of 1956-57.]

(e) Outstanding instalments of loa'1

(d) Balance ofminima contribution required to be made as a condition of
the acceptance of Government grants

(b) Outstanding Government grants made for specific purposes

(c) Unspent balance of recurring medical and educational Government
grants on the 31st March

(f) Balance of unexpended loan money taken for a specific purpose

(g) Deposits (refundable)

(h) Outstanding bills-

(i) Bills presf'nted but not paid

* (ii) Bill for work done or charges incurred but n paid

/ ~ 231

A.uditor.
'I

~
j

XV. DISCUSSION WITH HEAD OF OFFICE

General

Dated _, ..•••.••. 19

Camp.
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Liabilitiu·

A- 2 5

(i) Pay of establishment earned up to the last working d~y of the month

(j) Outstanding contributions to hospitals, etc.

(k) Provident Fund contribut;on outstanding

(I)

(m)

TOTAL

Excess of assets liabilities
O'ler .

liabilities assets

oTE.-The above statement shows the position, as. it ~ould stand., if the.District Bo.ard
were to be wound up immediately. As, however, the Distnct B<?ard will co~tmue to function,
some modifications of the statem~n.t are necessary ill order to give a clear idea of the state of
the finances during the year. l\either the balanc~ of th~ loan (item ) .nor the out­
standing deposits (item ) are wholly repayable dunng the year; .the loan is refundable

. receipts f
in annual instalments of Rs. while the average net---.-- on account 0outgomgs
deposits during the past three years amounted to Rs. and it may reasonably be expected

. . received d' h If hthat an approximate amount will be. urmg t e current year. t ese two sets
paid out

assets
(f figures are substituted for those at items and of the above statement, the liabilities

will exceed~abilities by Rs.
a%cts

Municipality.

Rs. As. P.

(a) Investments for specific purposes

(b) Outstanding Government grant for specific purposes

(c) Balance of contribution'required to be made as a condition of the
acceptance of Government gra:lts

(d) Outstanding instalments of loan

-. (e) Bahince- of unexpended loan money (as per Appropriation Register
of Loan Funds) .

(f) Deposits (refundable)

(g) Outstanding Bills-
(i) Bills presented but not paid

*(ii) Bills for works done or charges incurred but not presenled

(h) Pay of establishment earned up to the last working day of tl,e month

(i) Outstanding contribution to hospitals, etc.

(j) Outstanding Provident Fund contribution

(k) Depreciation Fund .

(I) Credit balance of Latrine Tax

(m) Credit balance of Water Tax

(n)

(0)

Rs. As. Ps. Rs. As. P.

liabilities
assets

liabilities
over

assets

Add
deduct taxes outstanding

TOTAL

uss irrecoverable

MiJcellancous rents outstanding

uu irrecoverable

Miacellaneous rents and taxes

u.rs irrecoverable

Net excess of assets over
liabilities

Gross excess of ass(:ts
liabilities

*In th~ c~e of I?istrict Boards this will include bills pending both in the District Board
and the District Engmeer's Office and also value of works done and supplies received as esti­
m~ted by the local ofiice. In the case of municipalities, this figure will be based on the unpaid
chums as per the Order Book and Register of Deferred bills supplemented by an Estimate
of other liabilities by the local office.

tAs all outstanding claims will be taken as liabilities, advances-a justable will be taken
as asset, and not only advances recoverable in cash.

16-8 A. G. Bihari57 I ~

TOTAL

Assets

Less 5%

7. Outstanding fees

Less 5%

8. Outstanding demand of fixed nature 1

J

Advances outstanding

5. Depreciation Fund (not merged in the cash balance)

6. Outstanding taxes }

Less 10%

}

3. Permanent advance

t4·

II. The following statement exhibits the assets and liabilities of the muni­
cipality as they stood on the

I. Cash balance
(i) As per Cash Book

(ii) Cash in hand of the Cashier

2. Investments-
(i) for revenue purposes

(ii) of special fund (nature of the fund should be noted)

(iii) of Government grant
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AnalYSiiS of Casb balance

Gross closin~, balance

Add cash in hand .
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House

2

Latrine

3

Water

4

Total

5

Collections
from

Deduct-
Outstanding grants

Outstanding Special funds

Outstanding Credit balance of Latrine fund

Outstanding Credit balance of water fund

Deposits refundable

Net closing balance

remitted to the Treasury
. to>-----

-------(laSt day of late completed
q4,arter).

Remissions from Ditto to Ditto

Outstanding demand on the last day of the
last completed quarter.

Rs. As. P. Rs. As. P. Rs. As. P. Rs. As. P.

Rs. As. P. Rs. As. P. Rs. As. p. Rs. As.P

The operations upon the above balance and the demand for the current
quarter, from (the beginning of the current quarter) to---- (the
date of verification of the oustanding taxes), are as follows:-

NOTE.-The above statement shows the position, as it would stand, if the Municipa~ity
were to be wound up immediately. As, however the Municipality will cont~ue to functIOn
some modifications of the statement are necessary in order to give a clearer Idea of the st:'lte
of the finances during the year. Neither the balance of the loan (item ) nor the o~tandmg
deposits (item ) are wholly repayable during the year the loan is refundable In annual
. . receipts f d . d' thlllstalments of Rs; white the average net----.-on account 0 eposlts urmg e

outgomgs
past three years amounted to Rs. and it may reasonably be expected that an approximate

amount will be received during the current year. If these two ,ets of figures are substituted
paid out

f assets. liabilitie
or those at urnes and of the above statement, the ' will exceed the ----

liabilities assets
by Rs.

APPENDIX VI-A

[Referred to in Appendix V(a) (II)]

Statement showing'the demand, coLLection and remission of taxes

The demands, collections and remissions of the tax upon the value of
holdings, the tax upon occupiers of holdings, the water and the latrine tax
since the last period of audit were shown as follows :-

(a) Against current demand

Demand for current quarter

Collection! remitted to Treasury from--

--------- to ------

Remissions from Ditto to Ditto .

Balance of current demand

House Latrine Water Total

House Latrine Water Total

2 3 4 ' 5

Rs. As. P. Rs. As. P. Rs. As. P. Rs. As. P.
Outstanding demand as per paragraph of last

report

Demand for the quarter of 19
Ditto. Ditto.
Ditto nitto .
Ditto D tto .
Ditto Ditto.
Ditto D tto .
Ditto Ditto •
Ditto Ditto •

up to the last completed quarter)

TOTAL DEMAND.

(b) Against outstandings as ill paragraph 7
above .

Collections remitted to Treasury from-­
to

RemissiOn! from Ditto to Ditto

Balance of outstanding demand

Total balance still outstanding

\
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Belon~g to the quarr.
of 19 •

The outstanding demand for the period above indicated according to the
blank spaces in the Demand and Collection Register on the
amounted to as per details given below

Rs. As. P. Rs. As. P. Rs. As. P. Rs. As. P. Rs. As. P. Rs. As. P.
Item (vi)-Scrutiny of the accounts at the premises of the institution receiving

the grants.

The scope of local audit should be confined to local bodies in terms of the
Comptroller and Auditor General's letter No. 2074-Admn. 1/204-54, dated the
1st November. 1954, and it is not considered practicable to extend audit, to
the accounts of various private concerns.

Item (vii)-Provision in the sanctioning order regarding the inspection of
accounts by the L.A.D.

The D.A. Section should see that, iti the case of grants of a capital nature
and for specific purpose, the sanctioning order, communicated to Audit, vide
:!lule 341 of the Bihar Financial Rules, invariably contain a clause to the
effect that, if so, required by the Comptroller and Auditor General, the ac­
counts together with all the relevant papers of the institution shall have to
be produced for inspection by the Indian Audit Department. But no local
audit of such institutions should actually be undertaken without the prior
approval of the Comptroller and Auditor General. The D.A. Section should
keep full details of such grants in the Register of Grants-in-aid.

Decisions contained in Comptroller and Auditor General of India letter No.
867-Admn. II/162-53, Volume II, dated the 25-6-55 to all Accountants Gene­
ral and ComptroUers.

(i) Utilisation of the grant for the purpose for which it was sanctioned.­
Para. 208 ,of General Financial Rules· already provides that the sanctioning
authority should prescribe statements, returns, etc.; to enable him to see that
the conditions are fulfilled by the grantee. Article 192(a) of the Audit Code
read with note 1 thereunder also provide.s for audit scrutinising during local
audit the methods by which the sanctioning authority gives the certificate of
utilisation of grants. It is necessary that audit of the office of the sanctioning
authorities should be arranged at some regular intervals.

(ii) Conditions attached to the grants.-The administrative authorities
should clearly specify the conditions attacl).ed to the grants.

This requirement has already been enjoined in para 207 of the Central
Government Compilation of the General Financial Rules. It should be seen
that similar provisions are embodied in the State Government Rules.

(iii) Refund of unspent balances.-In a number of cases the unspent bal­
ances of the grant are not refunded inspite of repeated reminders.

Para. 209(ii) of the Central Government Compilation of General Financial
Rules already provides for the refund of the unspent balances of grants. Cor­
responding provision is required to be made in the State Government's rules,
if not provided for therein. Audit will watch that refund is only made by
the grantee where necessary vide Article 194(ii) of tge Audit Code.
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[Referred to in para lI8 of Volume II of the Manual]

Instructions contained in letters, orders, brouellures, etc., with respect to audit of
Grants-in-aid

1. EXTRACT FROM ACCOUNTANT GENERAL'S 0.0. No. 1861 (TM), DATED 5-8-55

!tem (iv)-Quantum of Local Audit.

The quantum of iocal audit may be the same as prescribed for Central
Audit, vide item 15 of para 4 of the Memorandum of Instructions regarding
the Extent of Audit. The local audit party may ascertain from the D.A. Sec­
tion whether the office to be inspected is sanctioning or disbursing grants. The
relevant vouchers should be taken and test-checked with the initial records
maintained by the sanctioning or disbursing officers to the extent indicated
above.

APPENDIX VII

7

Latrine

6

As per Progress
statement

House

5

Latrine

Amount of
outstanding bills

House

3

Latrine

2

House

As worked out from
records of demand,
collectiollil and
remissions

Ditto Ditto

Ditto Ditto

Ditta Ditto

Ditto Ditto

Ditt61 Ditto

Ditto Ditto

Ditto Ditto

\
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(iv) Quantum of LocaL Audit.-As Central Audit has no means of seemg
that the Administration has exercised the necessary checks, the quantum and
extent of the local audit may be decided by the Accountant General himself as
he considers necessary. ' .

(v) Audit of accounts of Private institutions receivina grants-in-aid.-In
the case of private institutions receiving grants-in-aid exceeding Rs. 10,000
where audit does not come under the Local Audit Department or Outside Audit
Department the requirements of the case could be met, if the State Government
prescribed before sanctioning the grant of such a big amount, that the sanc­
tioning authority should see that there is proper arrangement for the audit of
the institution concerned, audit may see to this. during audit conducted under
Article 192 (a) of the Audit Code.

(vi) Scrutiny of the accounts at the premises of the institution receiving
the grants.-A scrutiny of the correctness of the accounts at the premises of
the institution receiving the grant as large amounts are generally involved,
i~ not considered practicable in respect of all institutions in view of Comp­
troller and Auditor General's letter No. 2074-Admn. 1/200-4-54, dated 1-11-54.

(vii) Provision in the sanction order regarding inspection of accounts by
the L.A.D.-In the case of grants of a capital nature and for specific purposes
sanctioned to Institutions, etc., the sanctioning order should contain a clause
to the effect that if so required by the Comptroller and Auditor General the
accounts together with all relevant papers of the institution shall have to be
produced for inspection by the L.A.D. As this is a necessary' safeguard, it
has been decided that the Accountant General should take up the matter with
the State Government.

2. In accordance with para. 2 of Comptroller and Auditor General's letter
No. 911-Admn.II/162-53, dated the 30th June, 1953 a mere certificate from
Government or other authority to the effect that the money has been ~pent for
the purposes for which the grant was made will not suffice unless the checks
to be exercised are fully laid down and there is evidence of the checks having
been exercised. Where necessary the matter may be pursued with the State
Government to see that as far as possible rules regulating sanctions etc., of
grants-in-aid are duly made and observed by the administrative authorities.
Most of the irregularities in connection with grants-in-aid can be avoided if the
rules in Paras. 206 to. 209 of the Central Government Compilation of General
Financial Rules are strictly observed. The Accountant General may ensure
that corresponding rules exist in the State Codes.

II. EXTRACT FROM ACCOUNTANT GENERAL'S OFFICE ORDER No. TM-16-1-4785,
DATED DECEMBER, 1955

1. A register, in the following form, should be maintained to record the
irregularities noticed in audit, both Central ana Local. This Register should
contain separate pages for each scheme having an index to facilitate refer­
ence and should be put up to the Branch Officer, on the 10th of every month.

Form of the Register

1. Name of the scheme (Central or State).
2. Designation of the Controlling Officer.
3. The amount sanctioned as grants-in-aid during the year to-

gether with the designation of the sanctioning a1.l{thority.
4. Period audited.
5. Important irregularities noticed.
6. Number and date of Inspection Reports

Voucher (in case of Central audit only).
7. Remarks.

2. The Register, mentioned in para 1 above, should be sent to T.M. not
later than the 5th April, and 5th October every year and the report mentioned
in para. 3 of the office order No. 1895 (TM), dated the 20-9-55 need not be
sent to TM., henceforward.
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3. While submitting the report to the Comptroller and Auditor General.
T.M. should keep a note of the Comptroller and Auditor Gener.al's Orders con­
tained in his letter No. 2436-Admn-I/1472-55, dated 2-12-55 and prepare the
report in two parts, viz., (a) containing irregularities in respect of the Cen-
tral Grants (b) embracing State Grants. \

III. EXTRACTS FROM EXAMINER OF LOCAL ACCOUNTS, BIHAR'S CIRCULAR No. L.A.
37 OF 1956-57.

As audit of local bodies is done exclusively by the Local Audit Depart­
ment there is a special responsibility laid on this department to see that these

. ammlrrts.. are' spent' for the specific purposes for which they are given and the
Audit Reports should devote special paras relating to Grants-in-aid audit.
Auditors have to look into Grants-in-aid accounts thoroughly and bring to
light serious irregularities in. spending or in. diverting such amounts. This
is a very important duty WhICh our field audItors should do as we have to
insert paras later on in our Annual Repo'rts and in the A.9'.'s Audit Reports
and furnish quarterly statement to the Comptroller and AudItor General, based
on the material obtained from Audit Report.

The records connected with the audit of Grants-in-aid should be carefully
examined by the Auditors and Assistant Auditors to s~e that no i~po~tar:t
point escapes audit scrutiny a~d the report on the audIt of Grants-m-ald IS
precise, compact and self-contamed.

IV. EXTRACT FROM A.G.'s 0.0. No. TM-16-1-l376, DATED THE 2ND JULY, 1956

In order that the half yearly reports submitted to the Comptroller and
Auditor General may be prepared strictly in compliance with his instructi0r:ts,
it is hereby ordered that the irregularities .dt:alt with in the ~eport sho~.I1d dIS­
tinctly show those detected in Central AudIt m c~)Urse of audIt O! sanctIOn and
expenditure of grants-in-aid and those detected III the local audIt.

2. In order to make the report really useful it is necessar:y that the report
of irregularities to be furnisht:d to :r.M. S~ction should;. descnbe the Irregula­
rities in specific terms, e.g., (1) theIr precls~:nature, (u) number and money
value, (iii) the action taken on the irregulantIes, and (IV) the final results etc.

3. The Register prescribed in Statement II. of this .appendix should be
sent to T.M. on the 5th April and 5th October WIthout fall so that the report
to the Comptroller and Auditor General is not delayed.

V. EXTRACTS FROM COMPTROLLER AND AUDITOR GENERAL OF INDIA LETTER No.
1433-ADMN. 1/274-56, DATED THE 11TH JUNE, 1956

The half yearly reports showing the impo.rtant i~regularities detected in
the course of audit of grants-in-aid should be III speCIfic terms and also indi­
cate what action has been taken and with what result.

VI. COpy OF A.G.'s OFFICE ORDER No. 3004(H.A.), DATED THE 29TH JUNE, 1956

Chief points to be looked into during the local audit of expenditure on
grants-in-aid.

1. General remarks.-The rules for the sanction of grants-in-aid are c~m­
tained in the different departmental codes and manuals, e.g., the E~ucatJ~n
Code etc. The financial principles regulating these grants. are enuncIatedzfY
rules' 340-345 of the Bihar Financial Rules (C~rrespondm~ .rules Z06-.
of the G.F.R.). The Financial powers of the van'Ous. authontIes t? sancilo~
grants-in-aid are contained in Part IV of the compendmm to finanCIal delega
tions.

The rules for the audit of grants-in-aid are laid down in Chapter 3-~ec­
tion IV of the Audit Code as supplemented by the Comptroller and AudItor
General's orders circulated with 0.0. No. 1861 ('PM), dated the 5th August
1955.
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, 2. The points enumerated below are intended to serve as guiding instruc­

'bans only and aTe not meant to be exhaustive. The audit staff conducting the

"local audit sho~ld exercise their discretion in detecting or pursuing other irre­

gulantIes or POInts which might strike them in the course of the performance
'Of their duties.

3..~he rules enjoin that (a) grants should be made properly and also

(b) utIlIsed properly. The duty of audit is to see that both conditions are
fulfilled.

4. Sanction of grants.-The following points should be seen-

~i) That ~he grant has been s'l~ctioned for a public purpose or for object

$pecltLQ In tne rules regulatIng the specific class of grants. That the reasons

for the grant are recorded in the files of the sanctioning authorities.

N.B.-It is not necessary to state the reasons on the body of the sanctions.

. (ii) That the .amou~t sanctioned is not prima facie more than the occa­

SIOn. demands. ThIS envIsages an examination of the primary records, e.g.,

audlt~d statement of accounts furnished by grantee. So see how the grant

sanctIOned has been assessed. This examination may require consultation of

relev"ant files In th~ office ?f the sanctioning authorities. The Comptroller and

AudiLor General's InstructIOns are that a decision regarding audit should be

taken not below the level of D.A.G. .

5. Dl"awal of grants.-The following points should be seen-

(i) .T.here is no advance drawal of grants in anticipation of sanctions or
for aVOIdIng lapse of grants.

(ii) Where the grant is. to be drawn on the authority of the Accountant

General, or on the countersIgnature of .a higher authority, etc., it should be

s~en that the drawal has been made with due regard to the prescribed condi­

trons, e.g., drawal in instalments or according to scales, etc.

6. Utilization of grants.-The following points should be seen-

(i) v.:here the grantee is required to furnish a statement of' expenditure

tt? a partIcular officer, e.g., the accountant General or the sanctioning autho­

nty, It should be seen that the same has been furnished.

(ii) The utilization certificate has been furnished within' a reasonable

time or by the appointed date.

(iii) There is evidence on record to show that administrative checks over

the correctness of the utilization certificate have been exercised.

(~v) Records ar~ available to show that the grantee has fulfilled all the

condItIOns, e.g., achIevement of targets and objects for which the grant was
made.

(v) W.he~e the g.rant is for execution of a work, e.g., construction of a

school bUIldIng, audIt should see that the grant paid was utilized for that

work and that the C?n:rpleti.on certificate has been furnished by the grantee.

There should be admInIstratIve arrangements to inspect the progresss of work

at some st~ge of construction after the work is completed. The work should

'be loca.lly In~pected b:y a technical expert who should certify that the total

€::cpendlture Incu~red In. the work was not less than -the estimated expen­

dIture on the baSIS of WhICh the grant was sanctioned.

(vi) There is no unauthorised diversions of funds.

(vii) The departmental control over expenditure. On grants-in-aid is ade­

quate and that there is arrangement for watching surrender of unspent bal­

ances and for enforcing such surrenders.

(viii) Whe~e different sanctioning. authorities make grants for the same

purpose.. au.dIt should see that ther~ IS. proper arrangement fQr sending copies

of sa.nctIOnIng orders by one sanctIOnIng authority to another to avoid over
lappIng grants.
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(ix) The grantee has spent the grant with due regard to economy and

there is no waste of extravagance.

VII. COpy OF A.G.'s 0.0. No. 3006 (H.A.), DATED THE 27TH JUNE, 1956

Chief points to be looked into during Central Audit or expenditure on­

grants-in-aid.

1. General remarks.-The rules for the sanction and payment of grants­

in-aid are contained in the different departmental codes and manuals, e.g.,

the Education Code, etc. The financial principles regulating these grants are

.enunciated 'in rule 340-345 of the Bihar Financial Rules (corresponding rules

206-211 of General Financial Rules). The Financial powers of the various

.authorities to sanction grants-in-aid are contained in part IV of the Com­

pendium of Financial delegations and/or embodied in the respective depart­

mental regulations. The rules for the audit of grants-in-aid are laid down

in Chapter 3. Section IV of the Audit Code read with para. 145 of Audit

Manual.

2. The points enumerated below are intended to serve as guiding instruc­

tions only and are not meant to be exhaustive. The audit staff entrusted with

the 'Nork should exercise their discretion in detecting or pursuing other irre­

;gularities or points which might strike them in the course of the performance

of their duties.

3. Audit of sanctions to grants-in-aid.-Auditors should, see--

(i) That every order sanctioning grant specifies the object for ~hic!?- it is

given and the conditions attached to the drawal or paym.en~ or utIlIzatIO~ of

the grant. The object should generany conform to the prIncIples of propnety

unless there exist specific rules governing· a particular class of grants. e.g.,

Discretionary grants, etc.

(ii) That the order specifies if the grant is recurring or non-recurring and

whether it should be paid in instalments.

(iii) That the authority sanctioning the gr:;mt· has been vested with the

power of sanction by rule or by general or special orders of Government.

(iv) That the sanction is definite and thus needs. no reference either to

the sanctioning authority itself or to any higher authonty.

(v) That the amount sanctioned is not prima facie more than the occa­

'Sion demands.

4. Audit of expenditure on grants-in-aid.-Auditors should see--

(i) That there is no advance drawal of grants in anticipation of sanction

or for avoiding lapse of budget grants.

Oi) That ~here the rules so require that the grant should. be drawn on

the authority of the Accountant General or on t~e counter:s~gnature of. a

higher authority, the drawals conform to the prescnbed condItIOns or are In

accordance with the scales. etc.

(iii) That the bills have been prepared in proper form and correct classi­

fications have been recorded on the bills and the drawals are in accordance

with rules.

(iv) That where the grant is conditional, i.e., i~ an~ conditions a~e at­

tached to grant which usually take the shape of speCIficatIOn of the ~arhcular

objects on, or the time within which the money must be spent? audit should

see that the conditions are fulfilled. The statement and cerhficates of the

€xecutive authorities that the conditions have been fulfilled by the grantee

are given on or attached with the vouchers.

(v) That when time-limit has been fixed br ~he ganctio~ing aut~ority it

should be seen that the grant has been spent wlthm .that perIod and In ot~er

-cases. within a reasonable period, and. that .any porhoa of the amount WhICh

is not ultimately required for expenditure IS surrendered.
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1. Grants drawn from the Treasury werE' neither accounted for in cash
ook nor disbursed and utilized nor refunded to the Treasury but retained

in hand for indefinite period. '

4. If there be no irregularity a "NIL" report should be submitted to T.M.

IX LIST OF IMPORTANT IRREGULARITIES REPORTED BY THE ACCOUNT'ANT GENERAL,
ETC., IN THE AUDIT OF GRANTS-IN-AID DURING THE HALF YEAR ENDING 30TH
SEPTEMBER, 1955 (CIRCULATED vide CR. & AR. GL.'S MEMO No. 2435-ADMN.

1/472-55, DATED 2-12-1955.)

(vi) That a utilization certificate has been furnished by the sanctionin£
or disbursing authority.

(vii) That the circumstances in rec;ognition of which the grant was sanc­
tioned still continue to exist.

(viii) That the grant was not drawn and placed in deposit for future
utilization in order to avoid lapse of budget provisions.

N.B.-A reference on points (vii) and (viii) may be necessary in cases
of doubt or in pursuance of important irregularities.

VIII. EXTRACTS FROM A.Go's OFfICE ORDER No. TM-1895 (TM), DATED SEP.
1955

The Public Accounts Committee and the Comptroller and Auditor General
attach great importance to the effective audit of grants-in-aid to states, auto­
nomous bodies and other institutions, especially in respect of the grants giveR
by the Government of India, wherein re-imbursement is allowed on the basis
of percentage of expenditure.

2. Accordingly, a report is required to be sent to Comptroller and Auditor
General's office half yearly showing therein the important irregularities detect­
ed during the course of audit of grants-in-aid during the half year ending;
30th September and 31st March.

3. A report in the following proforma should be sent to T.M. duly ap­
proved by the Branch Officer, not later than the 5th October and 5th April,
every year. These dates should be noted in the Sectional Calendar of Returns
and be strictly adhered to. The sections are required to furnish T.M. the
details of the Schemes which receive grants-in-aid from the Government of
India on the expenditure basis and O.A.D. and L.A.D. may furnish a list of
such schemes which are audited by them half yearly through their Branch
Officers. The report should show the following informations also:-

(i) Whether the Government of India grants have been made in excess
of what is justified by the actual expenditure (scheme-wise).

(ii) whether the Government of India grants have been made for schemes
which have not yet tleen started.

(iii) Whether any unexpended portion of the Government of India grants
has not been refunded.

(iv) Whether reimbursement has been claimed by the State Government
on items other than approved ones.

(v) Cases of diversion of grants,

Authority which Amount in­
Nature of the sanctioned the curred during

Grants-in-aid grants-in-aid the half year

8. Contingent register not maintained properly. Payment made without
obtaiping -completion certificate of work and technical scrutiny.

9. Grant sanctioned for one year was utilized in another without obtain-­
ing fresh sanction.

10. Large amounts were drawn from the treasuries during the month of
March, 1955 evidently to avoid lapse of grants. In some cases sanctions to·
individual works were accorded in the course of the next financial year or­
are yet to be issued.

11. Statement of expenditure on schemes for which grant-in-aid was given
was not submitted to audit punctually in many cases.

12. Amounts drawn in a year for execution of work were not utilized
during the year. In some cases the amounts were redeposited into the Trea­
suries.

, 2. Conditions of grants were not fulfilled and the amounts were spent
without any planning and estimate and departmental control over expenditure
and without following the usual financial rules of Government to safeguard
economy. In one case, a Development Commissioner has issued instructions
not to demand accounts from the MandaI Panchayats for the amounts paid to­
them for execution of works.

3. Cash Book was not maintained properly, transactions were not brought
to account as soon as they took place. No proper check was exercised by the
head of the institution. Details of the expenditure were not recorded.

", 4.- Utilizati-on eei-tific'ate was not furnished and utilization of grant was:
not checked.

5. Actual payees' receipts were not available for audit check in proof
of the payment.

6. Scale of expenditure was not approved as a condition of grant and pur­
chases were made without calling for tender or obtaining quotations.

7. Stoc,k register of books, maps and furn,;ture purchased out of the grant.
was not maintained.

13. Certain works were left incomplete because the anticipated public con-­
tribution was not forthcoming. In a few others the amount of the grant was
drawn and ·spent but the construction is reported as still to be undertaken.

14. Defective maintenance of register in respect of flood relief. No stock
books of articles of clothing and rice purchased for relief was maintained. ~o'

- account was kept of a large amount of grant made to a local body for rehef
work. .'

15.• Diversion of grant from one head to another without previous ap­
proval of authority sanctioning the grant.

16. There are a few cases in which the amount of the grant sanctioned.
was much in excess of the amount that could be utilized during the course of
the year and where the unspent balance was subsequently allowed to be utilized
in the following year.

1]. Certain local bodies and institutions have not surrendered the unspent'
balance of grants.

18. Overlapping of grants and duplicate sanctions.

19. Miscellaneous irregularities in the accounts of works e.g., improper
maintenance of muster rolls, payments of final bill in.advaI?-ce of the execu-­
tion of work or without detailed measurements; expendit1:!J'e m a<;lvance of re­
quirements, avoidable and. unauthori~ed expenditure and ex~cutlOn of works:
on the basis of revised estImates WhiCh have not been sanctIoned etc.

\

6

Defects
found dur­
ing local

audit

5

Steps taken
in this

behalf

4-

Defects
found in

the
Central
Audit

32



:L44­

APPEr-{DIX VII

X. EXTRACTS FROM A.G.'s OFFICE ORDER No. 3222 (T.M.), DATED TH~ 23RD MARCH
1957

I) While it is the duty. of the Central Audit .Section "0) to see that the
sanctlOns a<;corded for payment of grants-in-aid conform to the principles
~nunc1ated m A.rts. 58 ~nd 66 .of Audit ~ode.and (ii) to audit the payment
~n accordance w1th the mstructlOns contamed m chapter 3 of section IV ibid
~t would be duty of the O.A.D./L.A.D. to conduct the test-check of the ac­
,counts of the grantees to see how the grants-in-aid have actually been utilized
by theJ!l and whether the amounts maintained by them make it possible to
ascertam that tl:J.e grants have been actually spent for the purpose. for which
they were sanctlOned and in conforming with the condition attached thereto.

2. To enab~e to O.A.D./L.A.D. to conduct the requisite audit check, they
'should be supplIed by the Central Departmental Audit, sections concerned with
:a. C?py of each of the relevant sanctions after exercising the necessary scrutiny
Wh1Ch devalues on them. The Departmental Audit Sections should also inti­
~ate ~o O.A.p./L.A.D. any points or objections which require to be further
mves~l,gated 11}- local audit:. Before a "file order" IOn such a letter is signed
by the Supermten?ent and B.O. it should be seen that a copy thereof has
actually been furmshed to O.A.D./L.A.D.

3. 01}- receipt of copies of SUCJl sanctions by the L.A.D. the proposals for
10cal aud1t of the accounts of the grantees (institutions) should be submitted
to the Accountant. qener~l. Af~e~ he has approved the proposals L.A.D. should
request the admimstratIv.e MIm~try. or. the sanctioning authority to make
neces~ary arrangements wIth the mstitutlOn to afford facilities to audit parties
of th1S office for the conduct of such audit.

4. With a view to getting an idea of the magnitude of such expenditure
:all the departrr:tental audit sections are directed to send to T.M. a separat~
,statement showmg separately ~he sanctions issued by the Government of India
and State Government regardmg payment of grants-in-aid to institutions for
the year 195~-57 tabulating the grants-in-aid in excess of Rs. 1 lakh per
-annum recurrmg and Rs. 5 lakhs non-recurring.

" The sta~ements should be sent to T.M. in the following pro forma, through
,he respective ~ranch 9fficers, not later than the 15th April. T.M. Section
.should take !lction to mcorpor,ate these orders in the Departmental Audit
Manual of thIS office.

Pro forma

1. Name of the MinistryIDepartment of the CentrallState Government
sanctioning the grants-in-aid.

2. Number and date of the sanctioning order.

3. Name and address of the institution to which the grant-in-aid was
sanctioned. _

4. Amount of the grants-in aid.

5. Purpose for which sanctioned.

6. Whether recurring or non-recurring.

7. Whether conditional or unconditional.

8. Conditions attached to drawal or disbursement of the grant.

9. Conditions attached to spending of the grants.

10. Remarks.

. In. case, no sanction for grant-in-a~d, in excess of Rs. 1 lakh per annum
:.rec~rrmg ~n~,Rs. 5 lakhs, non-recurrmg has been received by any of the
~sections, a N1I statement should be sent to T.M.
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EXTRACT FROM OFFICE MEMORANDUM F. No. 11 (39)-E-II(A)/56, DATED THE 4TH:
JANUARY 1957 FROM THE GOVERNMENT OF INDIA, MINISTRY OF FINANCE

(EXPENDITURE DEPARTMENT), NEW DELHI

Paragraph 208 of the General Financial Rules, Volume I, stipulates inter
alia that in respect of grants sanctioned by competent authorities with speci­
fic conditions attached to their utilization, the sanctioning authority should
satisfy itself that the grant has, as a matter of fact, been applied for the pur­
poses for which it was intended and a cer~ifica~e to this ~ffe~~ ha;; to be fur­
nished to the Accountant General. The certification of such utilIzatlOn has been
left to the departmental authorities and the audit officer n6rmally accepts
-the' certlfic"ates "furnished' as adequate for purposes of audit under Articles
192 (a) and 193(c) of the Audit Code.

2. The Government of India after consultation with the Comptroller and
Auditor General have decided that grant-in-aid in excess of Rs. 1 lakh per
annum recurring and Rs. 5 lakhs non-recurrinl1: should normally be sanctioned
by the competent authorities with the specific c.ond;ition lai.d. down in the
sanctioning orders that the accounts of the mstitutIOn receIvmg the grant
should be open for a test check by the Comptroller and Auditor General at his
discretion. .

3. The Comptroller and Auditor General has agreed that any audit in
pursuance of these provisions will .be undertaken in consultation with the
administrative ministry concerned who will make these necessary arrange­
ments with the institution for conduct of such audit.

4. The monetary limits prescribed above shall not, however, be treated
as in any way fettering the. d~scretion of Coml?troller and Au~tor General
in approaching Go,;ernment, If m any very specIal case.. he co~slders that an
audit of the receipIent's books even when the amount IS less, IS called for.

5. Even in respect of unconditional grants-in-aid, Government reserve the
right to have the accounts o.f the rep:il?ie~t b9dy audited by the. Comptroller
and Auditor General on the1r own Imtiative, If and when occaSIon demands,
to satisfy themselves generally regarding the manner in which the affairs of
the receipient body are being managed. .' .

6. Attention is also invited to paragraph 209 of the Gener:al Fi~anci.al
Rules, Volume I, according ~o which ~very grant .mad.e for a ~p.ecific obJ':ct IS.
unless declared as unconditIOnal, subJect to the ImplIed condltIOIlIS mentioned
therein.
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Surcharge order register

SI. No. Reference Reference Date of Date of Date of Remin- Remin- Whether Whether Whether
of sur- to Notice to para sur- sur- Service der for der to reco- Appeal CertHicate Exami.
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To

Dated Raru:hi, the

Serial III
Notice under Section 9(2)(b) of the Bihar and Orissa Local Fund Audit Act. '

NOTICE NO. N.

Form......

, dated, thee---------19 .

APPENDIX VIII

APPENDIX VIII-contd.

[Referred to in para 132 of the Manual]

Office of the Examiner of Local Accounts, Bihar.

Order

-.- 'Rifereru:e.-Surcharge Notice No.

Serial IV

Form ........•

APPENDIX VIII

APPENDIX VIII-contd.

[Referred to in para 132 of the Manual]

Office of the Examiner of Local Accounts, Bihar.

Through the---------------------

Mter considering the paragraph (s) noted below (copies enclosed) of Audit -Report
No. of 19 . 19 on the accounts of the I hereby
serve a notice on you under section 9(2)(b) of the Bihar and Orissa Local Fund Audit Act
1925, and require you to show cause within one month why the sums referred to in the said
paragraphs, noted below, should not be recovered from you and credited to the:------
F~. .

MEMO No. L. A.

Dated, Ranchi, thc--- '19 .

: orwarded to the Chairman, District Board,

Municipality,

Dispensary Committee

ExamituT of Local .Accounts,

Bihar for information and necessary action with reference to his Letter
Memo

No.-------------, dated---------------19

Rs. As. P.

ParaJrapb 17-8 A. G. Bihar/57

Examiner of Locat .-4.ccounts,
Bihar

,/
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Office of the Examiner of Local Accounts, Bihar

APPENDIX VIII

Serial '\

Surcl,arge Order under Section 9(3) of the Bihar and Orissa Local Fund Audit Act, 1925

No. S.

1.'::>

Through-----~-----------

In pursuance of this office Notice No. dated
I hereby surcharge on you the amounts covered by the said notice and certify the same under
section 9(3) of the Bihar and Orissa Local Fund Audit Act.

If the amounts are not paid by you within one month of date, steps willlbe taken to recover
the same as a public demand under the Bihar and Orissa Public Demands Recovery Act.

x. milt?I' \)/ l.J(aL Acc01.ml."~

Rihar •

APPENDIX VIII

APPENDIX VIII-contd.

[Referred to in para 132 of the Manual]

Office of the Examiner of L9cal Accounts, Bihar.
'Serial VI

Surcharge Order under Section 9(3) of the Bihar and Orissa!Local Fund Audit Act, 1925.

No. S.

To

Through:-----------------

Mter considering the cause shown by you in your letter No.----------
date::! in response to this office notice No.------
-dated I hereby surcharge on you the amounts
covered by the said notice and certify the same ~nder section 9(3) of the Bihar and Orissa
Local Fund Audit Act, 1925.

If the amounts are not paid by you within one month of date, steps will be taken to recover
-the same as a public demand under the Bihar and Orissa Public Demands Recovery Act.

m'lle of Loca' Accounts,
Bihar.
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Nature of public
demand for wbich the
requisition is made

Rs. As. P.

3

Amount of public
demand for which
this requisition is

made

Examiner of Local Accountsr

Bihar.

2

APPENDIX VIII

Address of Certi­
ficate Debtor

The Certificate Officer of the District of

APPENDIX VIII-contd.

[Referred to in para 132 of the Manual]

ForJn NO.2.

Requisition for a certificate. (Section 5)

I request you to recover the above mentioned sum of Rs.
I am satisfied after enquiry, is due from the said person in respect of

verified by me on the
day of 19

Name of Certificate
Debtor

Serial VII
TO
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Rs.

150

50
250

625

325

1,450

Chap. XV]

800
(S. A. S. Nov., 60)

CIVIL ACCOUNT CODES

Remitted into Treasury-
In casQ. Rs. 650
B~, cheque'~ Rs. 150

348

..

[Contd. from page 345].
11-9-60-

8. Contractor B submits bill for Rs. 350 and
after making the recovery of an advance
"given to him in April, Id60, his bill is
paid by cheque

14-9-60- .
9. The Ranger renders an account for

Rs. 185 and refunds the balance
in cash

16.9·60.-
10. Made cash purchases of sundry articles

for office
;- J 11. Paid. for office furniture by theque

22-9·60.-
12. Contractor 1\ submits a bill and the

same is adjusted against the advance
given to him.

"25-9-60.-
13. Debit raised against Executive Engineer

X Division for timber and firewood
supplied.

"27-9-60-
14. A cheque issued to contrattor C on

15-3-60 received ~ack from him
un-encas-hed It decided to pay
him after a check metlsurement of his
work text month.

:30.9-60­
15•

Ans. 9. Please see on page 349.
Important 0

Note 1. The certificate prescnbed in Article 289.. of
Account Code, Vol. III ffil'st be appended to each Cash
Account.

Note 2. Schedules and Statements accompanying the
[Contd. on Page 350]
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~..-__----~~----254

400
[Contd. on page 343].

2,

750

Deputy Can
1960 from th

Rs.
350

1,360

Rs. 150
Rs. 31.69
Rs.26.31

Chap. XV] ACCOUNTS OF THE FOREST DEPARTMENT

[blf from page 339]
disburser by way of advance

15-6-60 Received on account of sale of forest produce
which is remitted to Treasury on the same
day

18-6-60 Issued a cheque to Mr. X.Y.Z. in payment of
small stores purchased for use on works in the
Division

20-6-60 Accepted an invoice from Stationery Office,
Calcutta for supply of stationery during
1959-60

22-6-60 Supplied teak wood to Central Public Works
Department

27-6-60 An intimation was received from a Contractor
that a cheque for Rs. 500 issued to him on
5-4-60 had been lost. The intimation was
supported by a non-payment certificate from
treasury.

30-6-60 The count of Cash at the end of the day
revealed a shortage of Rs. 5. (S.A.S. May,S!

Ans. 6. Please see on page 342.
Question 7. Prepare the Cash Account. of

servator of Forests for the month of August,
particulars given below-

Cash balance in hand on 31-7-60
1-8-60 Paid salaries of staff

Recoveries made from the Establishment
Pay Bill-
G.P. Fund
Income Tax
P.L.1. Fund

. Leave salary over-paid in
January 1960 Rs. 18.00

Paid pay bill of the Divisional Officer
Recoveries made-

Income Tax Rs. 28.37
G.P. Fund Rs.75.00

8-8-60. Paid by cheque an advance to Contractor A 700
A cheque is issued in favour of a Forest

Ranger for meeting the expenditure of
X-Range.
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