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Gobernment m of Madrag
. HOME DEPARTMENT (EDUCATION). .
Y R R CE R,

.0. No. 1380, 29th October 1918
Grant-in-Aid Code.

i C o i . ; ‘ Approving the recommendation of the Director of Public Instruction that the financial
statements of aided institutions submitted to the department should bear the countersignature
of a competent auditor not in any way connected with the institution and directing the publi-
oation of & notification making the necessary alterations in the—.

‘@ =rap—the following papers :—
I
G.0. No. 651, Home (Education), dated 17th May 1917.

ApsTRACT.—Approving the ‘})roposal of the Director of Public Instruction to make an
addition to rule 87 of chapter IV of the Grant-in-Aid Code regarding the auditing of accounts
of secondary schools by a competent auditor. i

II
Letter—irom the Hon’ble Mr. J. H. STONE, M.A., P.R.HS., 0.L.R., Director
Public Instruction. g
To—the Secretary to Government, Home (Education) Department.
Dated—Madras, the 3rd July 1918.
No—R.0. 8170/1917.

, e With reference to G.0. No. 651, Home (Education), dated 17th May 1917,
) _ ¥ o approving my proposal to make an addition to rule 37, Chapter IV of the Grant-in-
| ; _ : ? . Aid Code, regarding the aunditing of accounts of secondary schools, I ecalled upon

. ‘ Inspectors and Inspectresses to submit to me lists of aided secondary schools whose
: ona o i v ‘ financial statements should, in their opinion, be required to bear the countersignature
i . N _ ‘ of ‘a competent anditor not in any way econnected with the institutions. The
‘ ' ‘impression which I got from a perusal of their reports was that audit should be
insisted on in all cases or in nonme. For if schools were selected for audit ther:
would come to be a stigma attached to such audit—a stigma which, whether deserved
or not, would arouse bad feeling. If, however, audit were universal, we might easil
induce the idea that it was a weleome innovation to be gladly accepted by all. B
; : . if all secondary school accounts were to be audited, I feared that there would be
i 3 : ; ? dearth of competent auditors and that the expense, moreover, would not be ne b
i : : - » : T therefore consulted the Registrar of Joint Stock Compunies and he has
me that there ave at present 59 certificated auditors in the Presiden
considers, would be able to cope with the work of auditing the financial
of secondary sehools. Incidentally he also points out that looking at the m
: the point of view of the development of auditing as a profession, the pi
& : work within the reach of certificated auditors is to%e welcomed. .
; cost of auditing, the Registrar states that the fee paid for the audit, un
#@Companies Act, 1913, of the balance sheets of certain educational i
varied from Rs. 20 to Rs. 100, that the work involved in the audit and
of the financial statements of secondary schools woulc. probably be less :
audit fees should in that event be proportionately mmgo . In these ci
1 consider that audit may be made compulsory in d to the financis
of colleges, aided secondary and training schools. Middle schools
from the operation of this rule as the amounis involved in their

and as they-are generally in more out-of-the-way
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to aided schools may be included in these audits and the inspectors concerned will
be asked to see that they are so included. As regards audit fees, they would be
part of the admissible expenditure on which the teaching grant is ealeulated.

2. I have accordingly the honour to submit, for the approval of Government
and publication in the Fort St. George Gazette, the following alterations in the
Grant-in-Aid Code :—

NOTIFICATION

(i) The following shall be substituted for rule 87, Chapter IV of the Grant-in-Aid
Code :—

“ The management of every aided secondary school shall submit to the Director through
the Inspector, not later than 1st May of each year, a financial statement in the prescribed form
(Appendix F) which should bear the countersignature of a certificated auditor not in any way
connected with the institution. The auditor should certify to the receipts and expenditure
being correctly stated and supported by proper vouchers ”.

(ii) The following shall be added to the financial statement preseribed in Appendix F,
after Certificate No. 1 . —
2 Certificate.—1 hereby certify that I have andited the accounts of the :
g;’%:gi for the year . . . and that the receipts and expenditure shown in the above
statement are correctly stated and supported by proper vouchers. :

’

Station
Date

S Certificated auditor.”

(iii) The following shall be substituted for rule 43 Chapter V of the Grant-in-Aid
Code :—

‘“ The management shall submit to the Director not later than 1st May, a financial
statement in the prescribed form (Appendix F) which should bear the countersignature of a
certificated auditor not in any way connected with the institution. The auditor should certify
to the receipts and expenditure being correctly stated and supported by proper vouchers *.

(iv) The following shall be added to the first sentence of rule 45, Chapter VI of the
Grant-in-Aid Code :— -

“ A financial statement in the prescribed form (Appendix F) bearing the counter-
signature of a certificated auditor not in any way connected with the institution being submitted
to the Director through the inspector not later than 1st May in the case of training schools.”

These chx;.nges may have effect from the beginning of the next’ financial year, as the
financial statements for the current year have in many cases been already submitted and dealt
with,

Order—No. 1380, Home (Education), dated 29th October 1918,

The Government approve the recommendation of the Director of Public Instruc-
tion that the financial statements of aided colleges, high schools and training
schools submitted to the department should bear the countersignature of a competent
auditor not in any way connected with the institution. The decision of the Director
or the Inspector of schools as the case may be as to whether any person is a
competent auditor will be final.

2. The following notification will be published in the Fort St. George Gazette :—

NOTIFICATION P

(i) The following shall be substituted for rule 87, Chapter IV of the Grant-in-Aid
Code :—

“ The management of every aided secondary school shall submit to the Director through
" the Inspector, not later than 1st May of each year, a financial statement in the preseribed form
(Appendix F) which should, in the case of high schools, bear the countersignature of a competent
autfitor not in any way connected with the institution. The auditor should certify to the
receipts and expeuditure being correctly stated and supported by proper vouchers. The decision

of the Inspector of schools as to whether any person is a competent auditor will be final.”

: z}the receipts and expenditure being correctly stated and supported by proper vouchers. The

(True extract) § <
R. RaMacHANDRA Rao,
,'TbthoDiMOfPublioInlttmt,ion. S
% JSl:}:‘;z‘r;xi\temimt, Government Prees, for publioation of the notification in the Gazette. - .
y Ju 2 : :
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(if) The following shall be added to'the financi sl
-after certificate No. 1 :_E figed ncial statement prescribed in APP“ di

colleny . 2 Oertificate—1 hereby certify that I have audited the agoounts of the . e
Sonoer— for the year and that the receipts and expenditure shown in the a

statement are correctly stated and supported by proper vouchers.”
Station :

.

Date
Auditor.”

o (iii) The following shall be substituted for rule 43, Chapter V of the Grant-in-Aid
ode :— :

* The management shall submit to the Dire&or, not later'than 1st May, a ﬁmnmal
statement in the preseribed form (Appendix F) which should bear the countersignature of a
competent auditor not in any way connected with the institution. The auditor should certify

e
ision of the Director as to whether any person is a competent auditor will be final.”
(iv) (a). 'I:ihe following shall be added to the first sentence of rale 45, Ohapter VI of

Grant-in Aid Code : s e
: “a financial statement in the prescribed form (Appendix F) bearing the counter-
signature of a competent auditor not in any way connected with the institution being submitted
to the Director through the Inspector not later than 1st May in the case of training schools.”
(b) Insert the following between the first and second sentence of the rule —
“ The decision of the Inspector of schools as to whether any person is a competent
auditor will be final.” , e

Department. -
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Hoxg (Jupicrar) DEPARTMENT.

The draft may be accepted in this department and the case passed on to
financial.

T.8.M.—19-7-18,
M.\.V.—19-7-18.
C. RAMANUJA ACHARIYAR—22-T-18.

Financiat, DEPARTMENT.

In the draft order it is proposed to accept the Director of Public Instruction’s
recommendation that the financial statements of aided ecolleges, high schools and
training schools should be audited by competent auditors. The audit fees will be
included in the contingencies of the institutions and will be taken into account in
calculating the teaching grants admissible to them under rules 32 and 33 of the
Grant-in-Aid Code. The grant from Government will be roughly one-half of the
expenditure on aceount of the audit.

2. The total number of aided colleges, high schools and training schools on
31st March 1917 was 201 ; and the fee paid to auditors for the audit of the
balance sheets of certain Educational institutions has varied from Rs. 20 to Rs. 100.
Taking the audit fee at an average rate of Rs. 50 for each institution, the total cost
of andit for the 201 institutions will be about Rs. 10,000 per annum and the grant
from Government may be estimated roughly at Rs. 5,000 per annum.

3. For orders whether the draft may be accepted.
V.U.K.N.—1-8-18.
V.G.K.—1-8-18.

It is not quite clear on what principle it is proposed to include the audit

A | fees in the teaching grant. Just at present an audit certificate can be required

l under the rules and if under the existing system the cost of the audit is borne

by the institutions concerned, I do not see why under the revised system Government

should be called upon to share in the audit. Will Home kindly reconsider this
aspect of the question before I take Chief Secretary’s orders.

L. E. Kersaaw—2-8-18.

Home (EpveoarioN) DepARTMENT.

Please see the Assistant Secretary’s remarks at A above. The principle on
which it is proposed to include the audit fees as part of admissible expenditure for
purposes of calculating grant, is that the audit is insisted on in the interests of the
Government only. Please see the Director of Public Instruction’s letter C. No. 2730,
dated the 31st March 1917, at page 1 of G.0. No. 651, Home (Education), dated the
17th May 1917.

2. The new rule as regards the audit of school accounts introduced by G.O.

No. 651, Home (Education), dated the 17th May 1917, does not appear to have been

worked as yet—vide paragraph 1 of the Director’s letter in the current file. The old

X | rule which in fact is the one still followed made no provision for the auditing of

' accounts. It merely required the management to submit within a specified date

to the Director through the Inspector a financial statement in a prescribed form. It

may in this connexion be pointed out that audit fee is admitted as a legitimate cost
for purposes of calculating grant in the case of European schools.

3. The file may now be returned to Financial.
T.K.K.—10-8-18.
N.K.—12-8-18.

The principle of admitting auditors’ fees in the expenditure of the school for
purposes of grant has been already accepted in the case of European schools.

<

& 2. With reference to A on page 2 ante Home (Education) state that the,ol'd_-ifn'l

o the accounts of schools certificated audit, der the
- schools, the audit need not necessarily under

2. This charge is akin to the Architect’s fees in the case of building schens
schools on which also half grants are given under chapter VIIL of the Graat-m#
Code [rule 52 (ii)]. f SRS e

The auditors’ fee should legitimately form part of the ordinary expenditure
school, : ion
%  C. Ramanuvsa AcHaRIYAR—I14-8-1

R. RamacHANDRA Ra0—15-8-1

s FINANCIAL DEPARTMENT.

Please see the Assistant Secretary’s (Mr. Kershaw) note on page 2 ante. Home
(Education) consider that auditors’ fel;ys should be included in the admw'bleexpmd:
ture of schools for purposes of caleulating the teaching grant for the follo :
reasons :— ' L

(1) the audit is insisted on in the interests of Government; and o
~(2) the principle has been accepted in the case of Earopean schools.

made no provision for the auditing of accounts. o
3. For orders whether in the circumstances the draft may be accepted. The
extra cost to Government wiil be about Rs. 5,000 per annum.

V.U.K.N.—19-8-18,
V.G.K.—19-8-18,
May aceept. : L e
J. M. Hoorrr—20-8-18.
L. Davioson—21-8-18,

Home (Enﬁoanou)l):ﬁi@iﬁf ;

The draft below which has been accepted by Financial is for approval.
following points are, however, submitted for consideration. . By the term
cated auditor,” it is apparently meant to refer to an auditor who has been g
certificate under the Indian Companies Act for auditing accounts of institutio
ing under that Act. If so, the field of choice for auditors becomes narrowed. Tk
present policy in regard to grant of such certificates is to restrict - them only to those
who have taken auditing as a full-time profession and who have been able to ‘
sufficient patronage from the public. The number of certificate holders, wl
59 a few months ago, is now 53 and it is likely that the number will be
reduced with the opening of the Institute of Commerce. With such a reduced 1
the difficulty of securing audits of high schools by these men must become gre
80 in view of the rule in the Grant-in-Aid Code requiring the su
statements for year ending with the school year (i.e., about the end of &
1st of May. There is then hardly a month for the audit of the accounts
certificated auditors cannot be secured by all the institutions (which
within the time preseribed. An auditor secures a certificate fo
edge of accounts of banks and business concerns and of their a
edge is hardly necessary for the audit of simple accounts of ed:
It is understood that the Secretary had a discussion on this :
of Joint Stock Companies and the latter was also of

required. While these auditors mag ' be d

Rule 33 (d) of the Code of Regulations for eclaves th:




4 Norss o G.0. No. 1380, Houe (Epuvcarion), 29t Ocroer 1918

now under consideration also a somewhat similar procedure may be accepted and it
may be left to inspectors of circles or the Director to declare persons other than
certificate holders to be competent to audit the accounts of schools. The rule, which
renders the auditing of accounts compulsory, can only then be satisfactorily worked.
Before further consideration, the Registrar of Joint Stock Companies and the Director

of Public Instruction may be consulted
R.R.—5-9-18 again. A draft v.o. note to the Registrar

) " is submitted.

On his reply the Director of Public Instruction may be consulted.
C. RaManuia AcHARIYAR—4-0-18,

Approved.

R. RamacuaNprA Rao—5-9-18.

The Director of Public Instruction suggests that the accounts of aided colleges,
high schools and training schools should be audited by certificated auditors. By the
term ¢ a certificated auditor’ he apparently refers to an auditor who has been
granted a certificate under the Indian Companies Act for auditing accounts of insti-
tutions coming under that Act. If so, the field of choice for auditors becomes
narrowed. The present policy in regard to the grant of certificates is to restrict them‘
only to those who have taken auditing as full time profession and who have been
able to secure sufficient patronage from the public. Th number of certificate holders,
which was 59 a few months ago, is now 53 and it is likely that the number will be
further reduced. With such a reduced number the difficulty of securing audits of
the educational institutions by these men must become great, more so in view of the
rule in the Grant-in-Aid Code requiring the submission of financial statements for
years ending with the school year (i.e., about the end of March) by the 1st of May.
There is then hardly a month for the audit of the accounts and the few certificated
auditors cannot be secured by all the institutions (whiech number 201) to audit the
accounts within the time preseribed. An auditor secures a certificate for au elaborate
knowledge of accounts of banks and business concerns and of their audits. Such
knowledge is hardly necessary for the audit of simple accounts of edacational institu-
tions. While these auditorsmay be declared competent to audit the aceounts of schools,
it does not seem necessary that the audit should be restricted to them. In regard to
European schools the rule declares that the accounts should be audited by a competent
person not connected with the school. Apparently the competency of the auditor
is accepted by the inspecting officer or by the Director. In the case of other educa-
tional institutions under consideration a somewhat similar procedure may perhaps be
adopted and it may be left to inspectors of schools or the Director to declare persons
other than certificate holders to be competent to andit the accounts of sehools. The
rule which renders the auditing of accounts compulsory can then be satisfactorily
worked. '

The Registrar of Joint Stock Companies may be requested u.o. to offer his
remarks on the above.
C.R.—4-9-18.

The Registrar was kind enough to tell me that he would consider the above
question and let me have the benefit of his views. ‘

R.R.—5-9-18,

REGISTRAR OF JOINT SToCK (JOMPANIES.

The accounts in question, viz., of aided colleges, high schools and training
schools, cannot be of such a nature as to demand a high standard of skill in auditing
and, apart from this fact, it anears to be necessary to open out a wide field of
selection as apparently the colleges and schools if aided institutions, will have to pa
the audit fees and they will not in many cases be able to afford the fees demndeg
by a high class auditor. I would therefore first suggest that the term *‘certificated

- auditor ”, which the Director apparentlz_d'esiréév_ to incorporate in_th

_auditors and perhaps they will be content with leaving the matter‘in'thév 8¢

Norss 10 G.0. No. 1380, Hown (Enucation), 297a (

be dropped as it can only lead to confusion with auditors to whom certific
granted by Government under the Indian Companies Act. Some such exf
might be used as ““an auditor licensed by the Local Government” [or -
Director of Public Instruction ” according as the decision may bel.r o
2 Tt does not appear to be necessary that Government should license

Director of Public Instruction. o
3. The field of selection may be restricted to— T
(1) All persons eligible to audit the accounts of Joint Stock Companies or
Provident Insurance Societies in English. : s i
" (2) The holders of the Diploma in Commerce of the Local Gov,
These have to pass in Book-keeping— Advanced, Theory and Practice of Commerce-
Advanced, Commercial Geography—Advanced and Banking—Intermediate.
(3) Persons who have passed the Advanced tests in Book-keeping
Theory and Practice of Commerce and the Intermediate test in Banking
amination of the London Chamber of Commerce in Book-keeping and A
c : - X g .'7
' (4) Retired Government Accountants with official experience in audit
This would, I think, give a sufficiently wide field for selection. If
special cases which do not fall under the classes mentioned the Director of
Instruction considered a licence might be granted he could obtain the nm}ction of
Government. ; o :
4. 1t would also appear to be advisable to lay down that before lice
- auditor, the Director of Public Instruction should refer to the Registrar of Joi
Stock Companies except in the case of class (1) where he should demand the pro
tion of existing certificates. The Beﬁtmr may have information regnd
particular applicant which would be useful. 7 AR S
5. T would at starting restrict the licences to a period of two years
Director at the end of that time would be able to review any grants he
He would, in the meantime, have obtained some knowledge of the work

by the licensees. . :
C. M. ScmMipr—

Hous (Ennomol)

Submitted that the remarks of the Director of Public Inntrneh )
w.0. on the suggestions of the Registrar of Joint Stock Commxgs.

8.A.—19-9-18.

The words ¢ certificated auditor ” have obtained a special si;
_consideration of Mr. Schmidt’s note above, ] am npt sm-e;f 8t
rightly. A © certificated auditor » requires considerable fi
steadily reducing the number. ~All the  certificated auditors 77
o do the High School accounts in the limited time available. A
to be *‘a competent auditor not connected with the manage
thinks that “ an auditor licensed by the Directo will
_sumed that all * certificated auditors ” may be tak ;

L ] —
~ Orsms o¢ e Dim
In the proposed rules I would read
“favour the idea of persons being license

< . ST
25T o
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(2) there will be created a class of licensed auditors with no plrhcuhr th-v"

fications who will trade on the licences granted by the Director ;
(8) the Institute of Commerce will shortly turn out a good ahsl of audltors. :

I would therefore suggest that the Director or the Inspector be permitted to-
judge of the competency of a person appointed to audit sohool and college accounts,

without any mention bemg made of licensing.
H. 8. Dtmcu'—-s-lo-.-ls.

Home (EpuoarioN) DEPARTMENT.
With reference to the Director of Public Instruction’s note above, the word

“ competent ¥ has been substituted for ¢ certificated ” in the draft order and notifica-

tion. The file may be submitted to His Excellency for approval of draft.

N.K.—18-10-18.
C. RaMaNUJA ACHARIYAR—19-10-18.

With reference to the Director of Public Instruction’s concluding observa-

tions, you will have to add ¢ The decision of the Inspector of Schools as to whether -

any person is a competent auditor will be final.” _
Add and type the rules as proposed. ;
R. RamacHaNpra Rao—19-10-18.

Draft revised and submitted. In the case of colleges, the financial statement is

submitted direct to the Director of Public Instruction and in such cases the Director -

will have to decide whether the person selected is a competent auditor. -
N.K.—23-10-18.
C.R.—24-10-18,
R.R.—25-10-18.
P[BNTLAND |—26-10-18.
Issue. :
R.R.—28-10-18.

(G.O. No. 1380, Home (Education), dated 29th October 1918,]

Beott. 1I--10 (3)—12-1-16.

.
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From the . Director of Public  No 8170  dated. 3rd July
Instmoti s oV e ‘ &

The Government approve
comendation of the Mractor
Instruction that the finaneia;
ments of aided cmﬁgﬂ,
a.nd training schools mﬂMt
tfdopa.rtnm’b ‘should bear the
signature of a competent
in any wé.y comected with
tion. The decision of
or the Inspector of Sch
case may be as to kwha
is a competent wd:l

>a



grant-in-Aid Code:- i
"The management of every aided ¥
"secondary school shall submit,to the
“Director through the Inspector, not lat4r
"than 1st May of each year, a financial
"statement in the preseribed: form(Appendix
"F) which should, in the case of high

"sohools.bear the countersignature of a
ncompetent auditor not in any way comnected
"with the institution. The Auditor should
wgertify to the receipts and expenditure
"being correct%"stated and supported by
"proper vouchers. The decision of the

*“Inspector of ;bhools as to whether any

"person is a competent auditor will be

“final." ’

(ii) The following shall be added to

thefrinancial Statement prescribed in Appendix

P, after certificate No. I. :- E
"9. Certificate. I hereby certify |
“"that I have audited the accounts of the
" eiveeess. College/school for the year .4...
and that the receipts and expenditure shawn
"in the above statement. are correctly stated
"and supported by pnoﬁ;r’vouchors.”
Station. “.....;. "3 S %
SR e Auditor.”

(iii) The following shall be substitutedfor

Rule 43 - Chapter V of the Grant-in-Aid Code:-

"The management shall submit to the

\1&1

g

“certify to ﬁhe rGOint‘,
"being borl’“t]y sta. Sk
nproper quch,r’. f@ﬁ? :g
“Director as to whether

(iv) (a). The follc
added to the first sent
Chapter VI, of the Gra

— ”a*lmmoialﬁé _
"seribed form (Annenﬂtx:4
“countersignature of a |
"nnidn any way conne o
1nst1tution being s
"Dirnotor througx t’
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" - ‘ o ' 3 dearth of competent auditors and that the expense, moreover, would not be ne
f & 1therefore consulted the Registrar of Joint Stock Compunies and (he has
. : ; ' ' *ﬁ me that there are at present 59 certificated auditors n the Pr
: p : considers, would be able to cope with the work of auditing the fina
& of secondary schools. Incidentally he also points out that looking at the
; 1% the point of view of the develﬁant of auditing as a gmfauion‘, the
{ e work within the refich of certificated aunditors is to be welcomed.
» : : ra & cost of auditing, the Registrar states thabthe fee paid for the a
o : 4 : | Aol ] Companies Act, 1913, of the balance sheets of certain educational
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4. z \ " (Appendix F) which should bear the oo
o 52 ; LSl S - connected with the institution.
jeeie being correctly stated and su




“ 2 Qertificato.~1 hereby certify that I_bave sudited the accounts of ¢
= the year . . . and thatthe receipts and expenditure shown in
Mmentsn:;i correctly stated and supported by proper vouchers,
) on : ;
W TR R Date . ' ;
g b & (iii) The following shall_ be mhﬁtuteg éfor Rule "43 chapter V of the G

o  ‘'The management shall submit to the Director not later than 1st May, a
statement in the prescribed form (Appendix F) which should bear the counter: e
certificated auditor not in any way connected with the institution. The auditor should
to the reoeigF and expenditure being correctly stated and supported by proper vouchers

" (iv) The following shall be added to the first sentenceof rule 45, Ohapter V]
GrAnt-in-Aiéingode - - —_— F) e e
: - “ A financial statement in the prescribed form (Appendix F) bearing the counters
¢ of a certificated auditor not in anyway connected wgthpg institution being submitte

1 Director through the inspector not later than 1st May in the case of training schogls.”
i o : These changes may have effect from the beginning of the next financial -
L : . ﬂ:_::l:mial statements for the current year have In many cases been already mbmiﬁe‘a
: o with, . Yo
o . ¥ :

i

¢ Order—No, 1380, Home (Education), dated 29th October 1918, e
i A F . The Government approve the recommendation of the Director of Public Instruc-
: - 1 : tion that the financial statements of aided colleges, high schools and t
. : o | schools submitted fo the department should bear the countersignature of & eo
auditor not in any way connected with the institution. The decision of the
" , : ‘ : : or the Inspector of schools as the case may be as to whether any pe
il AR - competent auditor will be final. e |
\ i 2. The following notification will be published in the Fort St. George
| I - NOTIFICATION e
: ; e . o o (i) The following shall be substituted for rule 87, Chapter IV of the @rant-in-.
-L. . 0 inew

g s : v § b o “ The management of evxaided secondary school shall submit to theﬁi:eotor

e Inspector, not later than 1st May of each year, a financial statement in the 8 )
: (Appendix F) which should, in the case of high schools, bear the countersignature of a competent
e i augﬁbor not in any way connected with the institution. The auditor should certify
4 ; o receipts and expenditure being correctly stated and supported by proper vouchers.
i e i : SIS of the Inspector of schools as to whether anygponiaaoompoteq‘t,and;mwmbp “

ot (i) The following shall be added to
i after certificate No. 1 :— = %
“ 2. Certificate.—I hereby certify that I have andited the accounts of the
asoheel for the year . . . and that the receipts and oxpenditire shown ir
& Fun N LR - statement are correctly stated and supported by proper vouch ol
ety : ; : : ; \ : %tation ; ‘ i , e )

s

'y 3

Sl (iif) The following shall be substitated for rule 48, Chapter V of the
ode i=— ; okt e e e G
“The management shall submit to the Director, not later than
 statement in the prescribed form (Appendix F) which shoul the
competent auditor not in any way connected with the institu
to the receipts and expenditure being correctly stated and suj
decision of the Director as to whether ::zypernnisaoompehni

iv) (a). The following shall be added to the first sen
S : Gmnt-iﬁ.ﬁd)oogo_ st o

of a competent auditor not in any way connected with the institutic
Direotor through the Inspector not later than 1st May in the case of
i (b) Insert the following between the first and second sen
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4 . Taking the audit fee at an average rate of Rs. 50 for each institu

- A | fees in the teaching grant. Just at present an audit ecrt!ﬂ

*

- worked as yet—vide pa

Thedraftmay be aooaptedm thrs da“
- financial. . W
ToM doraas 8 4w o TR A
i MVV-—IO-?-JB. . i Tk "»‘“‘J‘

 In the draft order it is pmpoud o é,ooept the D;mqtor of
recommendation that the financial statements of aided colleg
training schools should be audited by competent auditors.
meluded in the contingencies of the institutions and will be taken
calculating the teaching grants admissible to them under rules 3
Grant-i -Ald Code. The grant from Government w111 be toughl o
expenditure on account of the audit. ,_ :
9. The total number of aided colleges, high schoqls and
31st March 1917 was 201; and the fee paid to auditors for e a
balance sheets of certain Ednoatmml institutions has varied from Rs. 20

of andit for the 201 institutions will be about Rs. 10,000 per annum
from Government may be estimated roughly at Rs. b, ,000 §
~ 3. For orders whether the draft may be aeoepted
V.UK.N.—1-8-18. - )
V.G.K.—1-8-18. C M
It is not quite clear on what pnnoxple if is pro

under the rules and 1f under the exgisting syst:em the cost

by the institutions concerned, I do not see why under the re
~should be called upon to share in the au(ht. +Will

Please see the Assistant Sembary at
which it is proposed to include the audit fees as part ¢
purposes of calculatmg grant, is that the audit is i
Government only. Please see the Director of Pu
dated the 31st Mareh 1917 at pago & ot G, 0 No.
17th May 1917. :

2. The new rule as rqgards
No. 651, Home (Ednoahon) :

X I accounts. It

; merely
to the Director through t;hareI}spb
may in this connexion be pointed
~ for pnrpoaes of caleulating gran
The ﬁle may now be r
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y ' 9. This oharge wahntohﬁe Al:olnteot’s feesmthe casd@tbuil m%
. schools on which also half grants are glven.under ohapter VIIL of ‘the 1n-
' Code rule 52 (ii)]. - ‘
e auditors” fee should legmmamly form part of the ordmary:expend;

T 4
| 5 . Laa . C. Ramawuia Amnnw-—l
e : : sl et RAiAonAmm Rao—!

o « e  FINANCIAL' Dnunim
., ¢ - Please see the Assistant Becretary’s(ltr Kara w) note on page 2 ante.
 (Education) consider that auditors’ fees should be Tic ‘in the admissible ex
@ ‘L" 2 + ture_fof schools for purposes of ca]nnlatmg the teaching grant for the fol
. i - - reasons i— _
O : (1) the audit is mslsted on in the interests of Government ; md ]
. ' (2) the principle has been accepted in the case of Enropean achools, ° .
& 2. With reference to A on page 2 ante Home (Edueahon) state that t old ru

' B . made no provision for the auihtmg of accounts,
< . = 9 3. For orders whether in the circumstances the draft may be
Y extra cost to Government wiil be qbout Rs. 5,000 per annum. y
-+ V.UKN.—19-8-18,
. V.6.K.—19-8-18, . . N
S : $ éx May accept.

. g e i e iy J.,M Hoou&—20~8—18
| T y e L. Dumsqn-—»21—8~18
’ S P & i < ~ Home Enuo;nou) Dqtmn!
L The draft below which has been accepted by Flnémeml is for approval.
- {following points are, however, submitted for eonmderahon, By the term “a c

: e o ~ cated auditor,” it is a rently meant to refer to an auditor who has been
T certificate under the Indian Co%mee Act for auditing accounts of institutions

[Pty """'""‘ mg under that Act. If so, the of choice for auditors becomes narrow:

L | policy in regard to granf™5f su cates is to restrict them only
. 'i ‘who have taken auditing as a full-time profession and who have been able
S - sufficient patronage from the public. The number of certificate holders, w
’ _j oA 59 a few months ago, is now 53 and it is likely that the number will be
\ L ;T - redueed’with the o g of the Institute of Oommeroe With such a reduced
\ 2 %’ the dlﬁ"ﬁlty of seoun of high schools by these men must become gr

so in view of the Gnnt-m-A;d Code requiring the submission of
“\statements for y the school year (ie., about the end of March
1st of May. The mthenhar onthforthq itofthemo_
certificated auditors cannot be seonte? by all the tutions (wha
‘within the time prescribed An auditor seaures a certificate for
edge of accounts of banks and busmess concerns and of their aud
edge is hardly necessary for the audit of simple accounts of educ
It is underatoodthattheﬁeorgmryhadaancmpnonthie mattes
of Joint Stoeck Companies and the latter was also of the opinio
- the accounts of schools certificated auditors under the
required. While these auditors may be declared com
sohools, the amht need not nqoeesml’  unde
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rule which renders the auditing of accounts compulsory can then be

‘question and let me have the benefit of his views. =~ -

¥

now under consideration also a wxx/xowhst similar procedure may be -
may be left to inspectors of circles or the Director to declare persons

ificate holders to be competent to audit the accounts of schools. The rule, w]

renders the auditing of accounts compulsory, can only then be satisfactoril ced
Before further consideration, the Registrar of Joint Stock Companies and the Direc

Bl 2y s ~ of Public Instruction may be co

: P RR—5-9-15.  8gain. A draft wo.noteto the Reg

: 5 : _ is submitted. .

On his reply the Director of Public Instruction may be consulted./

ey R. BaMACHANDRA Rao—5-9-18.

N

e ! : Hour (Epucation) 1DEPARTMENT
The Director of Public Instruction suggests that the accounts of aided ct
high schools and training schools should be andited by eertificated auditors.
term * a certificated auditor’ he apparently refers to an auditor who has
granted a certificate under the Indian Companies Act for auditing accounts of
tutions coming under that Act. If so, the field of choice for auditors becomes
narrowed. The present policy in regard to the grant of certificates is to restrict them
only to those who have taken auditing as full time profession and who have :
able to secure sufficient patronage from the public. Th number of certificate holder
which was 59 a few months ago, ,is now 53 and it is likely that the number will be
further reduced. With such a reduced number the difficulty of securing audits o
the educational institutions by these men must bdcome great, more so in view of |
rule in the Grant-in-Aid Code requiring the submission of financial statements
ears ending with the school year (i.e., about the end of March) by the 1st of
here is then hardly a month for the audit of the accounts and the few e
auditors cannot be secured by all the institutions (which number 201) to a
accounts within the time prescribed. An suditor secures a certificate for au ela
knowledge of accounts of banks and business concerns and of their audits.
knowledge is hardly necessary for the audit of simple accounts of educational
tions. While these auditorsmay be declared competent tojandit the accounts of

it does not seem necessary that the audit should be restricted to them. In rasu%

European schools the rule declares that the accounts should be audited by a compet:
person not connected with the school. Apparently the omhmamy of the au
1s accepted by the inspecting officer or by the Director. In the case of othe
tional institutions under consideration a somewhat similar ure may per
adopted and it may be left to Inspectors of Schools or the Director to declare
other than certificate holders to be competent to audit the accounts of sch

worked., : . s g
The Registrar of Joint Stock Companies may be requested u.o. to ¢

remarks ou the above. - : oo s s
The Registrar was kind enough to tell me that he would consider

B ¥
% >
% i s ;
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selection as apparently the colleges and schools if aided institutions, will have
the audit fees and they will not in many cases be able to afford the fees
by a high class auditor. I would therefore first suggest that the term * certificated
auditor ”, which the Director apparently desires to incorporate in ‘the rules, shou
be dropped as it can only lead to confusion ‘with auditors to whom certificates are
gihnted by Government under the Indian Companies Act. Some such expressio
might be used as ‘“an auditor licensed by the Local Government” [or “by
Director of Public Instruction ” according as the decision may be]. A '

2. It does nok ap%eu to be necessary that Government should license thg
auditors and perhaps they will be content with leaving the matter in the hands of tk
Director of Public Instruction. , s e

" 3. The field of selection may be restricted to— : g £ % o el
(1) All persons eligible to audit the accounts of Joint Stoek Companies or

Provident Insurance Societies in English. ‘ A gL
(2) The holders of the Diploma in Commerce of the Local Government.
These have to pass in Book-keeping—Advanced, Theory and Practice of Commerce
Advanced, Commereial Geography—Advanced and Banking—Intermediate.
- (3) Persons who have passed the Advanced tests in Book-keeping and in.
Theory and Practice of Commerce and the lntermediate test, in Banking or the
Examination of the London Chamber of Commerce in Book-keeping and ~Account-

anc 5

*

4 (4) Retired Government Accountants with official experieg‘e 1in andit work.
- This would, I think, give a sufficiently wide field for se ction. If in any
special cases which do not fall under the classes mentioned the Director of Public’
Instruction considered a licence might be granted he could obtain the sanction o
Government. = ¥ : S Yy
4. 1t would also appear to be advisable to lay down that before licensing
auditor, the Director of Public Instruction should refer to the Regietrar of Joil
Stock Companies except in the case of class (1) where he should demand the produc-
tion of existing certificates. The Registrar may have information regarding
particular applicant which would be useful. : % ey
5. T would at starting restrict the licences to a period of two years so that the
Director at the end of that time would be able to review any grants he thought fit.
He would, in the meantime, have obtained some knowledge of the work perform

by the licensees. : e el
, -C. M. Sommipr—15-9-

Submitted that the remarks of the Director of Public Instruetion may
w.0. on the suggestions of the Registrar of Joint Stock Companies oR—g

S.A.—19-9-18. A ; s
¥ o "~ ++ . C. RauANUIA ACHARIY!
The words ¢ certificated auditor ” have obtained 'E“""' signi
consideration of Mr. Schmidt’s note above, 1 am not sure if Mr. Stone
rightly. A  certificated auditor ” requires considerable qualifi .

i . s

steadily reducing the number. All the © certificated auditor
to do the High Schookaccounts in the limited time available.
to be *‘a competent auditor not connected with the
thinks that “ ap auditor licensed by the Director”
sumed that all * certificated auditors ” may be taken

& Inthepmﬁua&fruhsiwt;nld,:md“’ tent? for
form the idea of persous being licensed as anditors by the
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e
¥ ons w e on the ,
i - i (8) theInehtnteotOommeroe ytnmmw
bk e Iwonldthereforeeuggeltthtthemmtor or the
P judge of the competency oﬂepmoneppmnﬁdioeﬁxt,“
ey without ¢ eny mention bemg mlde oennng H.
B i e ; 8. Doy

—
- : ¥

. ; : Hon (Em'roumi) ,
, ‘ 4 _ o r ‘With reference to the Dxrechr of Pnbho Instruction’s note
5 ; ,, - B “competent ” has been substituted for ¢ certificated ” in the draft order and
' , i Mgl e = txon. Thi :-lgomg be submitted to His Exoel]ency tor approhl otm.
¢ . ‘ 2 S # K.— 2 ; 2

-
-

O

¢! : 3 OB Q Amm
With reference to the Director ‘of Public Instruction’s

i tions, you will have to add ¢ The decision of the Inlpeotor obSehoeleu ﬁo
@any person is a competent auditor will be final.”
; Add and type the rules as proposed. ,
i : Bl i Rmenlm mor-m
: : Draft Soviied sl submitted. Intheeueotoalbga the financial st
L ~ submitted direct to the Director of Public Instruetion and in such cases
; wi% lllzve zt; dfgxdes whether the person selected is s mpm# euditor
—23-10-1 :




|
?

|

e

§
H

-
.
; # e
& G e
] ¥
s Gl it
. e

Beott.~l1-o8—6,0u2— 1v-¢-13,

PRESS SLIP, .  °
PREFERENCE. URGENT (a). \,\ v

§ N &  ORDINARY,
; R :
: X P R DegparTMENT,
b ~ .
K ¥ | Current No dated...._.’......... Ve ;.:(.();Z’:."g.....lgl
% i G.0. No...l ls,! dateduk-/l(\i‘t]‘—“wl
adt b : (®)
“"., ‘ i 2 Correspondence......... ........ e -
s Number of MS. pages sent (6*)
5 y (RIS PR S -
# . : s Brief subject.. "M, . CRAN | A A L. PV
R E. ‘ll. oopies to| 7 ll SR e
Number of copies required when struck | S9PP!Y re;;nm-; omx:uu];gn.d:noo Notes.
AR vt b . i | rr
. pu 10, & 2 [”7 RS
v — L
For Recorp.” - ?,
. ‘ Madras Records CERERR . T e
C R | Ooty Rg@grds B 4.
, . , For Sling@ith owi@inal . .. [<cireioseediosivonsisnaiions SR
TOt&] 3 f :Z ’
For Issux.t o S &) |
Bpecial issue copies |
-E ] '2 of G.O. l
§ | BS| ; : ‘Noles
; § go' No Pupers ‘;
: Piatureoomies... ... s }
N G ot R R ot Ll
LT S Dept.|--.... fres eofinsaacians
R | Revenue Department......... ... |u.... B R S e SR
Pulits Warke Dapasbment........ ...] oulsbfiibic. b Feovoss
y ‘ Local and Municipal Dopmatment. ... Lol higal .t
. : . R | Bduoational Depsrbient............... L. liwabebin. ' ......
R e e S R Deptdiss. L iifa®li s 1 & o
# i u Publio Dept.........,.. 1
: ’ K. = Judicial Dept [f I ;
g Politioal ss,.... 50 & 14 ‘;;
' Financial Dept........ ¢ Total oo fooeo: : #
. b k& Marine Dept........... l ;
% Ecclesiastical Dept... | |—

|| period, ordinary papers of 8 pages

] of orders, in the file of correspondence ghould 1

——| or blue chalk above the item. The

marginal renarks or references, to be printed
/ S/q shm be written in ink and matter which should

... | India skiould be printed on

- |signatures that are not quite legible should b
..|re-written distinetly.

"| papers for two weeks only. The type of
.| tmmediately after striking.

" | proofs are furnished ; it should be

| be printed. The Buperintendent

| to the Secretariat when p

INSTRUCTIONS FOR THE
f SECRETARIAT.

‘ (@) If a paper is marked to be
| urgently, the Superintendent of+ the
!conceme%nhould sign the Press lhi).
Superintendent shotﬂgl;xerm'ae a :
tion in the matter. e

(6) Each letter, memorandum, or order, or

headed in succession with the Roman num
11, II1, ete., the number being written in red

papers to be printed in the ial i
|should be indicated by the Roman numeral
| 1L, ete.) by which that item has been headed
the correspondence file. All matter, incl

not be printed should be encireled. Initials

" (6") For rules regarding printing of notes,
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