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In pursuance of the provision of Clause (3) of Article 348 of the Constitution of India, the Govemor is
pleased to order the publication of the following English translation of notification no. 4 -—5g4/XXVII
(6)/1466/Three/2021, Dehradun, dated o&’-—iz-:zesq for general information:

Government of Uttarakhand,
Finance Section-06
No. A-584 /XXVII (6)/1466/Three/2021
Dehradun, Date : 06, December, 2021
Notification
In exercise of the powers conferred by Section 20 of the Uttarakhand Audit Act, 2012
(Uttrkakhand Act Number 02 of 2012), as per the Principles and Standards laid down by
International Supreme Audit Institution (INTOSAI) from time to time to the extent on
Financial Attest audit Governor is pleased to allow to promulgate the Uttarakhand
Financial Attest Audit, Manual namely

The Uttarakhand Financial Attest Audit Manual, 2021
(Financial Audit Standard, Principles, Financial Attest Audit its Steps
Standardized Formats and Checklists)

Short Title, extent 1 (1) This manual may be called the Uttarakhand Financial Attest Audit
and Commencement Manual, 2021.

(2). This audit manual has two volumes-volume - I and volume -II and a
checklist for the Audit of Urban and Rural Local Bodies. These apply to all
such auditees notified under the Gazette Notification No. 495/XXVI1/2012
dated 26" November 2012, as per the provision of Section -4(1) of the
Uttrakhand Audit Act 2012. Auditee, includes all Urban Local Bodies, i.e.,
Municipal Corporations, Nagar Palikas, Nagar Panchayats and Rural Local
Bodies i.e., Zilla Panchayats,Block/Kshetra Panchayats, Gram Panchayats.

(3) Uttarakhand Financial Attest Audit Manual, 2021 is based on the
standards and principles prepared by International Standards of Auditing
Institutions (ISSAI) and issued by International Apex Audit Institutions
(INTOSALI); the standards and principles have been adopted to the extent
that they are consistent with the rules and Government Orders issued by
the Government of Uttarakhand.

(4) Under the overall guidance of the Finance Department, the Directorate
of Audit and Audit Cell, shall carry out all the work related to the Financial
Attest audit under Uttarakhand Financial Attest Audit Manual, 2021.

(5) The main goal of the Directorate of Audit is the implementation of the
audit manuals. In this regard Directorate shall prepare an annual audit plan,




Provision of 2

Technical
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Comptroller
and Auditor
General of
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principles of Public
Sector Audit —
ISSAI-100 and
Financial Audit
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assess human resources strength for audit, allocation to audit parties as per
their skills sets, Audit implementation, audit documentation and reporting,
quality enhancement and monitoring of audit shall be carried out.

(6) The Audit Cell shall carry out the technical, advisory role for
recommendations and suggestions on Audit manuals, recommendation on
updating of auditing standards/ principles/ methodologies, phase-wise
introduction of new avenues and in Audit, setting up of IT Solutions,
Computer Aided Audit Techniques (CATTs).

(7) The audit teams in the field during audit shall follow Principles of Code
of Conduct, Independence, Confidentiality, and Integrity shall be followed
by audit works shall be carried out in compliance with the audit manuals.
The audit parties or any officers involved in F inancial Attest Audit have to
annually sign the Declaration of Code of Ethics and Independence for the
commencement of such audit,

(8) This Audit Manual shall come in force from the date of publication of
notification in the Official Gazette.

(1) As per the Letter of Government of Uttrakhand No. 427/VA. Nid
(13th FC)/2013 dated 19.03.2013, have adopted the provisions of ;
Technical Guidance Support (TGS), as laid down by Comptroller and
Auditor General of India. The 13 FC recommendations included
strengthening audits for local bodies by enhancing the technical and
professional competence of external auditors of State Government, under
the guidance of Comptroller and Auditor General of India. The Director
of Audit is a Primary Statutory Auditor for the audit of Urban and Rural
Local bodies as per provisions of Technical Guidance and Support (TGS)
for the State.

(2) Now, the State Government of Uttarakhand, has decided to issue a
Financial Attest Audit manual under Section 20 of the Uttrakhand Audit
Act 2012 and as per the Technical Guidance Support (TGS) provisions
of Comptroller and Auditor General of India, for conducting audits of
financial statements of all Urban and Rural Local Bodies. The manual
shall provide guiding principles to audit the financial statements of
Urban Local Bodies and Rural Local bodies, which is a mandatory
condition for the release of untied grants under the XVth Finance
Commission.

(1) ISSAI 100 establishes the fundamental principle which applies to all
public sector audit engagements. ISSAI 200 in a specific context for
Financial Audit complements the fundamenta] principles of ISSAI-100.
Together they both principles in combined manner as mentioned above
constitutes the basis for INTOSAI's complete set of professional




(ISSIA-200) and
their mutual
relationship

pronouncements.

(2) The general principles of public sector auditing are set out in ISSAI
100 and standards on ethics, quality control, and overall responsibilities
of an auditor for audit of financial statements. The following are the
fundamental principles as mentioned belo

Principle of Brief explanation

Auditing as per ISSAI 100
Principle 1  Auditors should
Ethics and comply with
Independence  releyant ethical
requirements and be
independent.
Principle 2  Auditors should
Professional maintain
Judgement, appropriate
Due Care, professional
and behavior by
Scepticism  applying
professional
skepticism,
professional
judgment, and due
care throughout the
audit period.
Principle 3  Auditors should
Quality perform the audit in
Control accordance  with
professional
standards on quality
control
Principle 4  Auditors should
Audit team compulsorily

management possess or have

and skills access to  the
necessary skills

Principle 5  Auditors should

Audit Risk manage the risks in

audit report in the
circumstances

ISSAI-100 fundamental Principle
and their relationship in terms of
Financial Audit Standards
(ISSAI-200)and principles of
Financial Audit from 2200-2999

ISSAI-130, ISSAI 200

ISSAI-200, ISSAI-2200

ISSAI-140,
ISSAI-2220

ISSAI-200.

ISSAI-2220

ISSAI-200, ISSAI-2315
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Principle 6
Materiality

Principle 7
Documentati
on

Principle 8

Reporting

and follow
up

Principle 9

Communication

Auditors should
consider materiality

throughout the audit
process

Auditors should
prepare audit

documentation in
sufficient detail to
provide a clear
understanding  of
work  performed,
evidence obtained,
and conclusions
reached

The auditor should
prepare a report in a
written format with
an opinion on the
audited  financial

statement The
Opinion may be
unmodified or

modified. In case of
modified  opinion
basis of opinion
shall be included as
Adverse,
Disclaimer of
Opinion

Auditors should
establish effective
communication
throughout the audit
process

ISSAI-200, ISSAI-2320

ISSAI-200, ISSAI 2230, all
other relevant ISSAI

ISSAI-200, ISSAI-
2700,ISSAI-2701,ISSAI-2705,
ISSAI 2706,ISSAI-2720

ISSAI 200, ISSAI 2240
ISSAI-2701,ISSAI-2705,
ISSAI 2706

Financial Attest 4 (a) An independent assessment, resulting in a reasonable assurance opinion, of
Audit and whether an entity’s reported financial condition, results, statement and use of
Objectives resources are presented fairly as per the financial reporting framework.

(b) The objective and focus are to determine whether the financial statements
are properly prepared, complete in all respects, are presented with adequate
disclosures, and are per the applicable financial reporting and regulatory
framework. The expression of an opinion is whether the financial information
is free from material misstatement due to error or fraud.




Major Terminologies 5
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Audit Manual

(c) The other objectives of Financial Attest Audit other than the opinion on
financial statement audit are mentioned below -

1. Examination and Evaluation of financial statements and provide
opinion and expression of Opinion

2. Audit of financial transactions and systems, including assessment
of compliance with applicable statutes and regulations, which
assures accuracy and completeness of accounting records

3. Audit of internal controls that helps in the protection of assets and
resources that assure accuracy and completeness of accounting
records

4. To obtain reasonable assurance about whether the Financial
Statements as a whole are free from material misstatements due to
fraud or error.

3. Thereby enabling the auditor to express an opinion through a report

on whether Financial Statements are prepared, in all material
respects, as per applicable financial reporting framework; and

6. To communicate the result of the Financial Attest Audit to the

management of the audited unit

a. Materiality
Information is material if its omission or misstatement could influence the

economic decisions of users made based on the financial statements.
Materiality depends on the item's size or error judged in the particular

circumstances of its omission or misstatement. Thus, materiality provides

a threshold or cut-off point rather than a primary qualitative characteristic

that information must have if it is useful.

The auditor should apply the concept of materiality, both in quantitative

(by amount) and when relevant in qualitative (by nature) terms, when

planning and performing the audit, evaluating the findings, and reporting

on the results

b. Financial reporting framework

(i) Financial Reporting Framework refers to the set of criteria to determine
the measurement, recognition, presentation, and disclosure of all material
items appearing in the Financial Statements of the audit unit. An acceptable
financial reporting framework is a precondition for the Financial Attest
Audit. Fair Representation Framework has been included in the manual for
Financial Attest Audit.

(i) Financial statements are required to be prepared according to the financial
framework, there are two types of the framework in the audit—The fair
presentation framework and the compliance framework.

¢. Fair Presentation Framework

Fair presentation framework is used to refer to a Financial Reporting
Framework that requires compliance with the requirements of the framework

(1) acknowledges explicitly or implicitly that, to achieve fair presentation
of the financial statements, it may be necessary for management to




provide disclosures beyond those specifically required by the
framework; or that

(2) Acknowledges explicitly that it may be necessary for management to
depart from a requirement of the framework to achieve fair presentation of
the financial statements. Such departures are expected to be necessary only
in extremely rare circumstances

(D) Assertion
By, Assertion, management through the financial statements conveys a

fundamental message about the economic realities of the entity to the user.
That is not explicitly stated in the financial statements, but they are implied.
Under balance sheet the following are assertions -: completeness, valuation,
existence, ownership, disclosure and in income-expenditure or receipt and
payment accounts the following are assertions- Completion, occurrence,
valuation, disclosure, regularity is guiding principles.

(E) Misstatement
A difference between the amounts, classification, presentation, or disclosure of
a reported financial statement item and the amount, classification, presentation,
or disclosure that is required for the item to be as per the applicable financial
reporting framework. Misstatements can arise from error or fraud.

(F) Risk of material misstatement :
The risk of material misstatement consists of two components, described as
follows at the assertion level:

Inherent risk — The susceptibility of an assertion about a class of
transactions account balance or disclosure to a misstatement that could be
material, either individually or when aggregated with other misstatements,
before consideration of any related controls.

Control risk — The risk that a misstatement that could occur in an assertion
about a class of transactions, account balance, or disclosure and that could be
material, either individually or when aggregated with other misstatements,
shall not be prevented or detected and corrected, on a timely basis by the
entity's internal control :

(G) Opinion

The auditor's written conclusions on a set of financial statements resulting from
a financial audit.

(H) Reasonable Assurance
It means high but absolute assurance that the financial statements are free from
material misstatements.
(I) Unmodified Opinion
If the auditor reports that the financial statements have been prepared, in all
material respects, as per the applicable financial reporting framework
(J) Types of Modified Opinion:
I. Qualified opinion — when the auditor concludes that, or is unable to obtain
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sufficient and appropriate audit evidence about, misstatements, whether
individually or in the aggregate are, or could be, material but not pervasive;

Il. Adverse opinion — The auditor shall express an adverse opinion when the
auditor, having obtained sufficient appropriate audit evidence, concludes that
misstatements, individually or in the aggregate, are both material and pervasive
to the financial statements
Il . Disclaimer of Opinion — The auditor shall disclaim an opinion when the
auditor is unable to obtain sufficient appropriate audit evidence on which to
base the opinion, and the auditor concludes that the possible effects on the
financial statements of undetected misstatements, if any, could be both material
and pervasive.

The vital concepts related to the Financial Reporting Framework used by the
Urban Local Bodies for the preparation and presentation of the Financial
Statements are as follows

Applicable Accounting - Uttarakhand Municipal Accounting Manual
Rules/Policies/ Manual (UMAM) 2021 (as amended from time to time)
Applicability Nagar Nigam, Nagar Palika Parishad and Nagar

Method of Accounting to
be followed

Period for which
Financial Statements to
be prepared
Components of Financial
Statements

Mode of preparation

The
Financial Statements

signing of the

Panchayat

Accrual Based Double Entry Accounting
System

Each financial year starting from April 1 and

ending on March 31% or as directed by the

Government of Uttarakhand

The Financial Statements comprises of

e Balance sheet

e Income and Expenditure Account

e Cash Flow Statement

e Notes to Accounts (including Significant
Accounting Policies and Disclosure

ULBs maintain books of accounts in manual

form, or some cases using standalone

accounting software

The Financial Statements shall be signed by

the authorized representative of

Nagar Nigam: Commissioner

Nagar Palika: Executive Officer Nagar

Panchayat: Executive Officer




Financial The vital concepts related to the Financial Reporting Framework used by

Reporting the Rural Local Bodies for the preparation and presentation of the
Framework of 7 Financial Statements are as follows
e Applicable Eight Simplified, Formats for Panchayati
Accounting Raj institutions by Comptroller and
Rules/ Policies/ Auditor General of India
Manual
g Zilla Panchayat, Kshetara Panchayat
Apphcabxhty and Gram Panchayat
Method of
Accounting  to Cash Basis of Accounting
be Followed
Period for

Each financial year ending on March

which Financial :
31% or as directed by the Government

Statements to be

prepared of Uttarakhand

Components of The Financial Statements would
Financial comprise of format I — Annual
Statements Receipts and Payments Account

Apart from the above format, the
following seven formats are also to be
prepared by the RLBs; however, this
would not form part of the Financial
Statements but could be considered
subsidiary reports and used for audit.

Format II — Consolidated Abstract

Other F ¢ Register
; orma.s = Format III-Monthly Reconciliation
Per Simplified,
Formats of Statements
t IV - i f ivab
Account for RLBs Format I Register of Receivable

and Payments

Format V — Register of Immovable
Assets

Format VI -Register of Movable
Assets

Format VII - Inventory Stock Register
Format VIII — Register of Demand
Collection and Balance




Mode of Preparation of accounts by RLBs through
preparation e-Gram Swaraj online medium
The appropriate authority shall sign the
Financial Statements are -:
The signing of the Zilla Panchayat: Mukhiya Karyadhikari,
Financial Kshetra Panchayat: Block Development
Statements Officer,
Gram Panchayat: Panchayat, Secretary
Types of Audit 8 S. Name of Audit Features of
report N  Report report Report headings
0
a Independent To provide an Independent Auditor's
Auditors Report audit opinionon  Report would include the
the Financial following headings:
Statements. 1- Title of the Report
Report. This 2- Addressee
report shall be 3- Auditors' Opinion
issued for all 4- The basis for Opinion
ULBsand RLBs  5- The emphasis of matter
where Financial (to be reported wherever
Attest Audit is applicable)
undertaken. 6- Responsibilities of

Management of (insert name
of the ULBs/ RLBs) for the
Financial Statements

7- Auditors'
Responsibilities for the
Audited Financial
Statements

8- Report on Legal,
Regulatory and Other
Requirements (to be
reported wherever
applicable)

9- Name, Address and
Signature of Auditors
along with the date

10- Appendix to the
Independent Auditors
Report (to be reported
wherever applicable




b Management Letter The Management

c

Detailed
Audit

Letter is generally
issued along with
the Financial
Attest Audit report
at the auditor's
discretion

A detailed audit shall be based on the
proprietary, regularity, Value of
money, which is in totality shall be a
detailed audit regarding Compliance,
Regularity, Propriety, Performance -

Audit.
INTOSAI Standards-100 for

Fundamentals of Public Sector Audit,
ISSAI-200 Principle of Financial
Audit, ISSAT -300 i.e., Principle of
performance Audits and ISSAI-400
principle for Compliance Audit shall
the guiding principles as per the
Subject Matter. In addition to this

base shall be taken for Audit

1.Financial Audit— ISSAI 2000- 2999
2.Performance Audit-ISSAI 3000-

3999

3.Compliance Audit -ISSAI-4000-

4999

The Finance Department shall issue a
manual for a detailed Audit of ULB
and RLB as per the above-mentioned

standards and principles.

A detailed audit may be conducted in

The Management Letter

shall include an Executive

Summary and shall be

addressed to the Head of

the Auditee. The content of

the Management Letter is

provided as below -.

1. Executive summary

2. Good practice:
highlighting the good
practices observed
during the Financial
Attest Audit report.

3. Key, analysis, issues, and
recommendation

4. Details of Audit

Observation

The content of the

detailed audit

report has been

provided below.

1. General
Information

2. Objectives,
areas and
Criteria for the
audit for e.g.,
Instance of
Audit Fraud in
any ULB or
Procurement
Process or Audit
any Scheme
over a particular
district or
certain number
of ULBs or
RLBs etc. the
Criteria  shall
include the type
of audit whether
regularity,

10




one following Condition - compliance or

1. Audit findings from Financial Performance
Attest Audit are 3. Complete
significant/material/pervasive, and details of Audit
there is a need to apply detailed audit Observations in
procedures to identify the cause and each area
effect of these findings (there are separately
significant qualifications/audit report 4. Conclusion or
is adverse or disclaimer); Opinion on
2. instances of fraud or serious basis of audit
irregularities have been noticed Criteria and
during the audit. objectives

3. At the discretion of the Secretary 5. Compliance of
Finance as special Audit or Director, previous audit
Audit (e.g., the Director of Audit at Observation

its discretion may select a sample of and answers
ULBs/RLBs to be undertaken for given by auditee
detailed audit every year. 6. Recommendatio
4. Special request from Urban ns

Development/ Panchayati Raj/ Rural
Development Administrative
Departments or Head of Departments
of these Finance, Secretary to
conduct a detailed audit for specific

List of principle

and important 9 ISSAI Name of ISSAI Brief description

Standards laid NUMBER Standards .

down by INTOSAI Principles of transparency and

for Public Sector accountability are the

Audit and following:

Financial Audit 1. Duties under a legal
framework that
provides for
accountability and

Principles of tfransparency

ISSAI-10 2. Adopt audit standards,

processes and methods
that are objective and
transparent

3. Apply high standards of
integrity and ethics for

Transparency and

staff of all levels
4. Ensure accountability
and transparency

11



principles are  not
compromised when
outsourcing activities

5. Manage their
operations
economically,
efficiently, effectively
and in accordance with
laws and regulations
and reports on these
matters

6 Communicate timely
and widely on activities
and audit results

7 Use of external and
independent advice to
enhance the quality and
credibility of their work

ISSAI
130

Code of Ethics

The five fundamental

principles are -

e Integrity,

e Independence and
Objectivity;

e Competence;

e Professional behaviour,

e Confidentiality and
transparency.

ISSAI
140

Quality Controls

This framework is designed to apply
to the system of quality control for
all the work carried out, i.e.,
financial audits, Compliance audits,
Performance audits and any other
work carried out

ISSAI
100

Fundamental
Principles of Public
Sector Auditing

Provides the essential concepts,
elements and principles that apply
to all public sector audits. It sets out
the types and elements of the
general principles related to an audit
and the principles related to the
different phases of the audit process.

ISSAI
200

Fundamental
Principles of Financial
Auditing

Principles of Financial Audit
includes all the activities for
Financial Audit

ISSAI

Quality Control for an

Pre-engagement activities

12



2220 Audit of Financial
Statements
Documentation of the
ISSAI Audit Procedures | Audit execution and audit
2230 Performed and Audit | evidence collection
Evidence Obtained
The Auditor's
ISSAI ReSp(.)nSIbllltleS ; ' :
Relating to Fraud in an | Planning and risk assessment
2240 . : :
Audit of Financial
Statements
Consideration of Laws
ISSAI and Regulations in an ; : 3 :
2250 Audit of Financial Planning of Financial Audit
Statements
ISSAI Planning of an Audit of ? ; : :
2300 Financial Statements Flanning of Financial Audit
Identifying and
Asses?lng th'e Rists of Planning and risk assessment , full
ISSAI Material Misstatement . R
: record of misstatements identified
2315 through Understanding : :
2 during the audit;
the Entity and Its :
Environment
Materiality in Planning | Calculation of materiality  for
ISSA : : : .
2320 and Performing an | Planning and execution or during
Audit conducting the audit
Planning of audit, le.,
| ISSAI Auditors Response to understanding . the emiity, sk
2330 Assessed Rl assessment, full record of
5 misstatements identified during the
audit;
Pl Relev:':mt procedures  for fiach
: material class of transactions,
ISSAI Misstatement ;
; : account balance and disclosure,
2450 Identified during the |, i :
: urrespective of the assessed risks of
Audit ; :
material misstatement
Relevant procedures for each
material class of transactions,
ISSAI N :
Audit Evidence account balance and disclosure,
2500 : ; ;
urrespective of the assessed risks of
material misstatement
ISSAI External ; :
2505 Confirmations - St Gsertion

13




ISSA
2520

Analytical procedure

Planning and execution or while
conducting audit, Audit Assertion

ISSA
2530

Audit Sampling

Determining the extent of testing
(sample sizes)

ISSAI-
2540

Auditing  Accounting
Estimates, Including
Fair Value Accounting
Estimates, and Related
Disclosures

Execution or during audit, Audit
Assertion

ISSAI
2580

Written
Representations

Documenting audit procedures in
such a way as to obtain sufficient
appropriate audit evidence and thus
draw conclusions on which to base
the auditor's Opinion

Keeping a full record of
misstatements identified during the
audit

ISSAI
2700

Forming an Opinion
and Reporting on
Financial Statements

Opinion based on an evaluation of
conclusions drawn from the audit
evidence obtained as to whether the
financial statements as a whole have
been prepared as per the applicable
financial reporting framework. The
Opinion should be expressed clearly
in a written report that also
describes the Opinion and Basis of
opinion

ISSAI
2701

Communication of Key

| Audit Matters in the

Independent Auditor's
Report

Identifying key audit matters and
concluding on whether sufficient
audit work has been done for all
components.

ISSAI
2705

Modifications to the
Opinion in the
Independent Auditors
Report

Opinion based on an evaluation of
conclusions drawn from the audit
evidence obtained as to whether the
financial statements as a whole have
been prepared as per the applicable
financial reporting framework. The
Opinion should be expressed clearly
in a written report that also
describes the Opinion and Basis of
opinion for the Opinion.

ISSAI
2706

The  emphasis of
Matter Paragraphs and

The emphasis of matter paragraphs
refers to a statement or information

14




Other Matter
Paragraphs in  the
Independent Auditors
Report

in the financial statements, e.g.,
pending litigation with a possible
significant impact on the financial
statements. Other matter paragraphs
allow communicating a matter that
is not presented or disclosed in the
financial statements and is relevant
to the users' understanding of the
audit, the auditor's responsibilities,
or the auditor's report.

ISSAI
2720

Auditors
Responsibilities
Relating to  Other
Information in
Documents Containing
Audited Financial
Statements

Opinion based on an evaluation of
the conclusions drawn from the
audit evidence obtained, as to
whether the financial statements ag
a whole have been prepared as per
the applicable financial reporting
framework. The Opinion should be
expressed clearly in a written report
that also describes the basis for the
Opinion. 3

i"’ "‘ 1
W

(Amit Singh Negi)
Secretary
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