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[ PREFACHO REVISED EDITION

The Financial Audit Manual (FAM) was commissioned in June 2006 by the Aw@lgneral

of Pakistanfor use in Field Audit Offices (FAOs) for conducting Certification and
Compliance with Authority audits. The Manual is based on the INTOSAI Auditing Standards
and the international best practices. It covers the entire Audit Cycle and provides guidance
with regard to the methods and approaches to audit that can be applied by auditors for
conducting the audit of government entities in Pakistan.

FAM has been implemented in the Department of the Autmeral of Pakistan (DAG).
However, during the course dbiimplementation, it was found that the Sectoral Guidelines
developed by the consultants under the FAM project did not provide sufficiently detailed and
specific guidance to the FAOs for conducting audit. As a reb@tFAOs continued to rely

on their dd and outdated codes and manuals for conducting audit.

On the basis of lessons learnt from the implementation of FAM and its Sectoral Guidelines, it
was decided to revise and update these Guidelines. This has been done with the help of
consultants engageldy PIFRA for different FAOs, and in close coordination with the
experienced auditors in the field. The results of these efforts are contained in these
Guidelines. Tiough the document, as a whdias been revisedhe section on the Audit
Execution phasen which detailed audit steps have been added is a significant addition.

| hope that the Guideline will prove useful to the FAOs and will go a long way in ensuring
guality improvement in audit reports.

(Tanwir Ali Agha)
Dated: March, 2010 Auditor-General of Pakistan
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[ PREFACHO FIRST EDITION

These Guidelines are being issued after the commissioning éfirtaacial Audit Manual
and are to be used for planning and conducting audits under the mandate of the Department
of the AuditorGeneral of Pakistan (DAGP).

The Guidelines and the other audit tools are an important foundation for bringing our work in
the ine with international best practices. Our auditors will have to apply with dedication the
guidelines provided by the Financial Audit Manual while auditing in the field.

Implementation of the new audit methodology, and adoption of the Guidelines, will be
carried out according to a schedule to be determined by my office according to a gradual
phasing across the government entities that are covered in the audit mandate of the Auditor
General of Pakistan. Since the implementation of the new audit methodsloggtingent

upon professional training, it shall be the responsibility of the heads of the Field Audit
Offices to get their personnel fully trained in the Financial Audit Manual and these
Guidelines, with the help of Audit and Accounts Training Instit@entinued professional
training of the officers and the staff of the Department shall remain the main focus of our
efforts towards modernization and professionalism.

Keeping in view the future changes in the international best practices and the changing
demands of the stakeholders, these Guidelines will be required to be updated and expanded.
Field Auditors using these Guidelines are therefore encouraged to make suggestions for
improvements in these Guidelines and other tools on an ongoing basis. Bnggést
improvements will be duly considered and incorporated in these Guidelines where necessary,
by the Research and Development Wing of the Department of the Auditor General of
Pakistan.

(Muhammad Younis Khan)
Auditor General of Pakistan
Dated: March, 2006
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EEEEE Chapter 1

WA s INTRODUCTION TO AUDIT GUIDELINES

1.1. Purpose ofthe Guidelines

These Guidelines aim to provide specific and detailed guidance to auditors engaged in the
audit of Federal GovernmeniThey do not replace the Financkalidit Manual (FAM) that
establishes a general framework for conducting audit, but complement it. An auditor is
expected to continuously refer to FAM in developing a general understanding of audit
concepts, standards and methodology. The Guidelines assisttheir practical
implementation.

The guidance provided is primarily meant for Regularity Audit that includes Certification
Audit and Compliance with Authority Audit. Though these audit types have been discussed
in detail in FAM (Chapter 4), they have alseen defined in these Guidelines under Scope of
Audit (Chapter 3). They provide specific and detailed set of instructions for an auditor for
preparing a permanent file, planning and conducting audit, which processes finally culminate
in the Evaluation ad Reporting Phase of audit results.

1.2. Guiding Principles

FAM, which was issued in 2006 by the Departmentttef AuditorGeneral of Pakistan
(DAGP) under the Project to Improve Financial Reporting and Auditing (PIFRA), contains
guiding principles that shdédi be observed at the time of conducting an audit under the
authority of the AuditotGe ner al 6s Ordi nance, 2001.

1.3. 1 OAEOI 006 2AOPIT 1 OEAEI EOU

Every auditor engaged in government audit is required to be familiar with audit theory,
practice, standards, artdchniques described in FAM, which includes the Audit Working

Papers Kit.Because of the importance of ensuring a high standard of work by the DAGP,
particular attention needs to be paid to th
assurance frameworensures that its work is performed as efficiently and effectively as
possible and complies with the INTOSAI Auditing Standards. Quality is performing an audit
effectively, following up all errors and deviations with a rigorous evaluation, reporting

cleaty on the results, while at the same time respecting the resource and time constraints
established by the budget. Therefore, quality assurance occurs throughout all the phases of
audit, not at the end. (Ref: Financial Audit Manual Para 15.1.1)
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It needs @ be highlighted that the audit strategy and methodology, recommended under
FAM, provides for continued quality assurance through all the phases of audit. While
reviewing the audit plarpermanent file and other phases of audit, the functionaries, edtruste
with the quality assurance of audit, should ensure that various steps recommended in these
Guidelines and respective forms have been followed in all respects.

The Director General must ensure that the audit is carried out efficiently, effectively, and
with a high standard of professional competence. This requires auditors to be properly
supervised during each audit assignment. (Ref: Financial Audit Manual Para 9.11.4).

1.4. Practical Tools

FAM is supported by standard Audit Working Papers tKat providesthe auditor with
practical tools for conducting audit. These working papers are a geeérséit of forms and
schedules designed to help each audit team perform audit in compliance with the principles
set out in FAM. These Guidelines have been preparesdist the audit teams to apply the
Audit Working Papers Kit to a specific type of audit. These Guidelines also comply with the
INTOSAI Auditing Standards. While developing these Guidelines, the work done by the
Professional Standards Committee of th& @BAI and its SulCommittees on Financial and
Compliance Audit has also been kept in view.

The software tools acquired under PIFRAs a part of theComputer Assisted Audit
Techniques (CAATSs) antthe Audit Management Softwamsill be required to be used hige
audit For more information about these software tools, the auditor should refdgreto
Manualsof the respective software. In addition, Appendix C of FAM provides a discussion
on the use of CAATSs.

1.5. Continuous Improvement

't is the D~A@sRFEAM dndtheeAuditiWorking Papers Kit for continually
improving its methods to ensure that the highest quality audits are achieved with maximum
efficiency. While using these Guidelines in performing audit, the auditors are encouraged to
identify waysof improving either the Guidelines or the underlying tools, and submit a written
suggestion to the Audit Policy and Special Sectors (AP&SS) Wing in the DAGP.

1.6. Using the Standard Audit Working Papers
The auditprocesgenerally follows a standard Audycle comprising the following phases:

General audit planning

Detailed activity and resource planning
Fieldwork

Evaluation

Reporting

= =4 =4 -4 -9
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1 Follow-up

These phases are common to all types of audit. An overview of the Audit Cycle as a whole is
provided in Chapte6 of FAM. Additional detail is provided in Chapters 7 through 14.

The Audit Working Papers Kit has been designed to guide audit teams through these phases
in a structured manner, and are presented in the four sets of working papers. Once completed
and sipplemented with additional information gathered during the course of audit, each of

these sets of working papers represents a n
the conclusions reached.

The files that represent the work done in eacthefphases of audit are:

Permanent file

Planning file

Working Paper file, documenting the execution phase, and the
Evaluation and Reporting file

= =4 =4 -4

It is recommended that the electronic versions of forms given in the Audit Working Papers
Kit are usedduring the conduct of audit. The auditor is reminded of the importance of
keeping backups of filledout forms (electronic and hard copy) to ensure that they are
adequately protected.

Kindly note that each form or schedule included in the Audit Workingefa Kit
incorporates notes on how to use the form. These notes are printed in italics to differentiate
them from other material on the form. In some cases, the note may relate to a specific item
on the form, in which case it will follow the item it redatto. Notes that apply to the form as

a whole are presented either at the beginnirigexend of the form.

These Guidelines do not repeat the instructions for each foinm.purpose is to provide
additional guidance specific to the type of audit bgi@nned or conducted. Forms and
schedules given in the Audit Working Papers Kit essentially meet the requirements of
Certification Audit. However, some of these forms, marked witlstarisk t), can also be

used for Compliance with Authority Audit. Inoth the cases, the notes on the form are
sufficient to guide the auditor and no additional information is required in these Guidelines.

Ultimately, it is the audit team leader who will have to use his/her judgment in determining
how best to applyhe Audi Working Papers Kit in conducting a specific audit.

1.7. The Accountability Cycle

The accountability cycle starts with the preparation of annual budget statement which is
approved by the Parliament. A detailed elaboration is as follows:

1. Each year, Ministrpf Finance receives budget estimates from government agencies.
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2. Based on the resources available and priorities of the government, the annual budget is
prepared.

3. The Parliament approves the budget.

4. Principal Accounting Officers (PAOs) sanction the exptmdi

5. Controller General of Accounts is responsible for the preparation of Annual Financial
Statements. This task is accomplished through the Accountant General Pakistan
Revenues (AGPR), who has the primary responsibility for disbursements, keeping a
recod of transactions and the preparation of Annual FarsuStatements of the Federal
Governmentfor centralized accounting entities. In the case ofastbunting entities,
this task is accomplished by the PAOs

6. Each year, the AuditeGeneral of Pakistan certifies thHénancial Statements of
Federal, Provincial and DistriGovernments.

7. Audited Financial Statements and audit reports are laid before the National
Assembly/Provincial Assembly. These reports are then discussed in the Public
Accounts Committee (PAC) who then reports back to the National Assembly/Provincial
Assembly.

{ Legislature J T
PAC -~ " Finance Prepares
Budget

) Parliament
Audit Reports Authorize Budget

Auditor General |~ Dept. / Executives
Certifies . ~ Spends
~ CGA Prepares ' - ]

) Accounts
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.=== OVERVIEW OF THE DIRECTORATE GENERAL

HE OF AUDIT(FEDERAL GOVERNMENT)
O

2.1 Overview of the Office

Article 169 of the Constitution of Pakistan, 1973 requires Audiieneral to perform such
functions and exercise such powerslagermined by or under Act of Parliament in relation to

the accounts of the Federation, Provinces and any authority or body established by the
Federation or Province. Audit@eneral's (Functions, Powers and Terms and Conditions of
Service) Ordinance, 2Q@0elaborates the duties of AudiGeneral of Pakistan and with
respect to Federal Government requires that Autemeral of Pakistan should;

Certify the accounts of the Federation.

Audit all expenditure from Consolidated Fund.

Audit all transactions fating to Public Account.

Audit all receipts of Consolidated Fund and Public Account.

Undertake studies and analysis relating to Federal Government Accounts.

= =4 =4 -8 -

I n the past Feder al Government s auditing a
Accountant General Pakistan Revenues (AGPR). Outside Audit Office of AGPR was
responsible for post audit. In 1988, pre and post audit functions of AGPR were separated and
Outside Audit Office of AGPR was institutionalized as a separate Directorate General Audit
(FederalGovernmenti DGA ( FG) 0o

The DGA (FG) is presentlylocated at Islamabadith four suboffices one each at Lahore,
Karachi, Peshawar and Quetta. The office is headed by a Director General (BA&e20).
details can be seen at Organogram at the etiteathapter.

DGA (FG) is a strategic audit unit of the Office of the Audi@eneral of Pakistan (OAGP).
This office facilitates the AuditeGeneral of Pakistan to satisfy its constitutional and
legislative responsibility of conducting the audit of Fadl€overnment. DGA (FGhas the
primary responsibility to certify the accounts of the federation. DGA (FG) also conducts audit
of Federal Government Ministries/ Divisions. For the audit Fefderal Government,
consisting of centralized and self accounterdities, various DG offices are involved. For
instance revenue receipts are audited by DG Revenue Receipt Audit and D@GeDaielit

is responsible for thaudit of receipts and payments of Deterservices.

Mandate of DGAFG) includes;
1 Financial Audit and Value for Money Audit
9 Certification of Federal Government financial statements
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1 Certification of Appropriation Accounts of Federal Government
1 Certification of financial statements of self accounting entities
9 Certification of foreign aidd projects

2.2 Jurisdiction

Following is a list of PAOs under the jurisdiction of DGAFG). The audit entities are
categorized according to the Principal Accounting Officers, who are responsible for
maintaining complete record of transactions and recogcilinmi ni str yo6s record
AGPR

PAO HQ* | SOK* | SOL* | SOP* | SOQ* | Total
Food and Agriculture Division 75 34 15 6 10 140
Pakistan Atomic Energy Commission 6 0 0 0 0 6
Board of Investment 2 1 1 1 1 6
Cabinet Division 32 2 5 3 0 42
Communication®ivision 24 1 2 0 1 28
Culture Division 22 13 11 3 2 51
Controller General of Accounts 5 3 4 3 3 18
Defence Division 12 22 10 3 6 53
Defence Production Division 1 0 0 0 0 1
Economic Affairs Division 13 0 0 0 0 13
Education Division 101 8 17 21 10 157
Election Commission of Pakistan 9 25 33 4 31 102
Environment Division 42 8 6 10 2 68
Establishment Division 19 14 14 12 13 72
FataSecretariat 99 0 0 0 0 99
Federal Judicial Academy 1 0 0 0 0 1
Federal Shariat Court 1 0 0 0 0 1
Federal TaxOmbudsman 1 1 1 1 1 5
Finance Division 35 12 19 3 3 72
Health Division 71 38 14 24 34 181
Higher Education Commission 29 7 5 4 2 47
Housing and Works Division 2 0 0 0 0 2
Industries and Production Division 6 6 6 1 1 20
Special Initiatives Division 1 - - - - 1
Information and Broadcasting Division 74 10 13 5 11 113
Information Technology and Teleco 6 0 0 0 0 6
Division

Interior Division 73 20 21 16 35 165
KANA 6 0 0 0 0 6
State and Frontiers Region 2 1 2 47 5 57
Labor Division 22 21 15 10 5 73
Law, Justice and Human Rights Division 32 60 65 20 11 188
Local Government 9 4 1 1 1 16
Minorities Affairs Division 2 1 2 2 1 8
Ministry of Commerce 10 0 2 0 0 12
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PAO HQ* | SOK* | SOL* | SOP* | SOQ* | Total

Narcotics Control Division 16 1 1 6 2 26
NAB 2 1 1 1 1 6
National Assembly Secretariat 5 0 0 0 0 5
National Commission for Governme 1 0 0 0 0 1
Reforms

NRB 1 1 1 1 1 5
National Security Council 1 0 0 0 0 1
Overseas Pakistanis Division 2 1 1 0 0 4
Pakistan Audit Department 10 4 14 2 3 33
PNRA 1 0 0 0 0 1
Parliamentary Affair®ivision 2 0 0 0 0 2
Petroleum and Natural Resources 20 4 2 3 3 32
Planning Division 31 3 0 0 1 35
Population Welfare Division 42 18 17 10 6 93
Ports and Shipping Division 1 38 2 0 5 46
President Secretariat (Personal) 1 0 0 0 0 1
PresidenSecretariat (Public) 1 0 0 0 0 1
Prime Minister Secretariat (Internal) 1 0 0 0 0 1
Prime Ministerds Sg 4 2 0 0 0 6
Privatization Commission 3 0 0 0 0 3
Provincial Ceordination Division 1 0 0 0 0 1
Religious Affairs, Zakat and UshBivision 8 6 2 2 3 21
Northern Areas 130 0 0 0 0 130
Science & Technology Division 93 26 21 6 5 151
Senate Secretariat 5 0 0 0 0 5
Social Welfare and Special Educati 36 15 23 9 3 86
Division

Statistics Division 15 13 23 11 9 71
Strategic Plannin®ivision PAEC 5 7 1 2 0 15
Social Welfare 31 17 20 31 17 116
Sports Division 14 6 12 7 8 47
Supreme Court of Pakistan 3 0 0 0 0 3
Textile Industry 4 2 2 0 0 8
Tourism Division 5 2 2 2 2 13
Water and Power 8 0 1 0 0 9
Women Division 11 2 1 3 2 19
NCHD 1 0 0 0 0 1
Youth Affairs Division 3 2 0 0 2 7

* Key:

HQ: Head Quarter

SOK: Suboffice Karachi
SOL: Suboffice Lahore
SOP: Suboffice Peshawar
SOQ: Suboffice Quetta




2.3

Orgarogram of DG Audit(Federal Governmeny

Director General

1

‘ Dir-1-l ISB ‘ Dir-2-1SB ‘ Dir-3- 1S B \ pﬂﬁ:ﬁr | HROREOT- o ‘ D“%“““ Mﬂh?;rramnr
_—
Dy. Di.rectuf Dy. Director Dy. Di-rﬂ-clnr Dy. Di.rectur Dy. Director Audit Officer Audit ﬁcn{
Audit Officer Audit Officer Asst Director Asst Director Asst Director Asst. Audit Officer Asst Audit Officer
ing.st. Audit Officer Asst. Audit Officer Audit Officer Audit Officer Audit Officer Senior Auditor Senior Auditor
Senior Auditor Senior Auditor Asst. Audit Officer| Asst. Audit Officer sst. Audit Officer

Senior Auditor

Senior Auditor

Senior Auditor
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.===== Chapter 3
HEEE
EEE SCOPE OF AUDIT

3.1 Types of Audits

Directorate Generaudit, Federal Governmembnducts the following tyseof audit

1. Certification Audit
2. Compliance with Authority Audit
3. Performance Audit

Additionally the Directorate General also carries out special audit, special studies and the
audit of foreign aided projectSeparate guidelines have been issued by the DidGte
audit of foreign aided projects

The following sectbn defines Certification audit, Compliance with Authority audit and
Performance audit.

3.2 Definition of GovernmentAudit

According to the INTOSAI Auditing Standards, the full scope of government auditing
includes regularity and performance audit. Regularity audit comprises of the attest of
Financial Statements called Certification Audit and Compliance with Authority Audit.
Regularity audit embraces:

1. Attestation of financial accountability of accountable entities, involving examination
and evaluation of financial records and expression of opinidanamcial Statemerg;

2. Attestation of financial accountability of the govermhadministration as a whole;

3. Audit of financial systems and transactions including an evaluation of compliance with
applicable statues and regulations;

4. Audit of internal control and internal audit functions;

5. Audit of the probity and propriety of administrative decisions taken within the audit
entity; and

! These guidelines provides guidance on both the Certification and Compliance With Authority Audit.
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6. Reporting of any other matters arising from or relating to the audit that the Supreme
Audit Institution considers should be disclosed.

Performance audifs concerned with the audit of economy, efficiency and effectiveness and
embraces:

1. Audit of the economy of administrative activities in accordance with sound
administrative principles and practices, and management policies;

2. Audit of the efficiency of utilimg of human, financial and other resources, including
the examination of information systems, performance measuremitoring
arrangements, and procedures followed by audited entities for remedying identified
deficiencies; and

3. Audit of the effectivenes®f performance in relation to the achievement of the
objectives of the audited entity, and audit of the actual impact of activities compared
with the intended impact.

The following sections provide detailed guidance on Regularity Audit which includes
Certification Audit and Compliance with Authority Audit.

3.3 Certification Audit

Objectives:

To expresgnopinion on theé~inancial Statements the effect that:

1. TheFinancialSt at ement s properly present, in all
financial position, the results of its operations, its cash flows and its expenditures and
receipts by appropriation;

2. Ensure that assessed revenue is promptly collected and deposited in government
treasury and properly classifl in theFinancialStatemens; and

3. The sums expended have been applied in all materipectss for the purposes
authoried by Parliament and have, in all material respects, been booked to the relevant
grants and appropriations.

2 Detailed guidelines for Performance Audit have been issued by the DAGP which are being updated under a
special program initiated by PIFRA.

10
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Financial Statements have a large number of extewsdrs and it is necessary that the
FinancialStatements properly present the financial position of the auditee. In order to express
anopinion on theFinancialStatements, the auditor has to ensure the following:

1 Financial Statements are evaluated fomdequacy against nPr e
Disclosuredo requirements;

i Significant line items ofFinancial Statements are tested for the following audit
assertions:
a. Existence and Occurrence
b. Completeness
c. Measurement
d. Regularity (compliance with applicable laws andulagons)

Methodology:

Understanding the auditee;
Conducting risk assessment;
Defining detailed audit objectives;
Developing audit programmes;
Performing analytical procedures;
Testing the internal controls;
Determining sample size for substantive testing of detalil;
Conducting substantive tests;
Evaluating results;

Reporting; and

Follow up.
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Compliance with Authority Audit

Objective:

1. Audit against the provision of funds to ascertain whether the mosleywn as
expenditure in the accounts were authorized for the purpose for which they were
spent.

2. Audit against rules and regulation to see that the expenditure incurred was in
conformity with the laws, rules and regulations framed to regulate the prodedure
expending public money.

3. Audit of sanction®f expenditure to see that every item of expenditure was done with
the approval of the competent authority in the Government for expending the public
money.
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4. Propriety Audit which extends beyond scrutinizihg tmere formality of expenditure

to its wisdom and economy and to bring to light cases of improper expenditure or
waste of public money.

While conducting the audit of receipts of the Government, the AuGitoreral
satisfies himself that the rules and prdareshave been properly adopted and ensures

that the assessment, collection and allocation of revenue are done in accordance with

the law and there is no leakage of revenue which legally should come to Government.
Review, analyze and comment on variousv&nment policies relating to different
sectors.

Methodology:

l
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Updating the understanding of the business process#s rn@spect to control
structure;
|l denti fication of key controls on the
directions fromthe head office etg.
Prioritising risk areas by determining significance and risks assdorate identified
key controls;
Design audit programmes including analytical procedures fangegtentified risk
conditions;
Selection of audit formations i.BDOs on the basis of:
o Materiality/significance
0 Risk assessment
Selecting amples as per sampling criteria;
Execution of audit programmes;
Identification of weaknesses in internal controls and development of audit
observations and recommendations relatiog nbn compliance of laws, rules,
reguldaions and prescribed procedures;
Integrating the work with financial attest augwhere possible;
Evaluating results;
Reporting; and
Follow up.

Important Audit Componentsof Federal Audit

The major focus of thBirectorate General AudiFederalGovernment)s on

1 Revenues due to and received byRhaderalGovernment

b a
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Expenditures incurred by the diverse range of organizations within the Federal
Government

Transfers of money to lower levels of government

Receips of foreign aid

Federal debt

Fixed and current assets

Grants

Some risks to be considered during an audit of a Federal Government include:

Fluctuations in Consumer Price Index and exchange rates that can affect the prices of
goods, materials and s@®s consumed by the Fede@dvernment.

Fluctuations in economic conditions that can influence the amount of taxes collected
Keeping track of assets, protecting their condition and maintaining physical custody of
the assets

Potential liability for envionmental damage or damages due to legal action by persons
impacted by Federal Government activities

Natural disasters and other unforeseen occurrences that can place demands on the
resources of the Federal government.

Prior year audits audit results thmatly have a bearing during the current year. Some of
the instances may be;

Over expenditure against one grant and under expenditure against another
Lack of reconciliation

Lack of disclosure of the terms and conditions attached to loans

Need for improved awracy in reporting

Generation of accounts not timely

Confirmation of expenditure from Principal Accounting Officers and
reconciliation by the DDO not strictly enforced

h N N N N N

The auditor should be observant for any possible risks that could affect the firemdtial
operational pgormance of federal governmenthe auditor should decide what aspects of
these risks should be taken into account when planning the audit.

3.5.1. Audit of Revenues

The main components of revenue are:
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1 Federal tax collection (direct amtirect)
1 Foreign loans and grants; and
9 Domestic debt

Receipts of money and-kind contributions through loans and grants should be reviewed to
ensure they have been properly dealt with from a revenue perspective in accordance with
Government of Pakistaaccounting standards. The auditor therefore needs to be aware of the
current government policies in this area. The auditor should also conduct an examination of
the attached terms and conditions to ensure compliance. The debt aspect of these loans is
addressed below

3.5.2. Audit of Expenditures

There is centralized praudit system prevalent in Pakistan, which requires the Ministries, and
Departments of the Federal, Provincial and District Government to get their payments
processed from the padit offices that work under the supervision of the Controller
General of Accounts (CGA) and the control of Mmistry of Finance. Since the payments

are processed in the paedit offices, the accounts are also prepared by them and
consolidated in the offices of the Accountant General, which are the field offices of the CGA.
In cases where certain departments of the fadé@ad ProvinciaGovernmentsre authorized

to maintain accounts, they are required to prepare detailed accounts of their payments and
receipts, which are merged with tbentralaccounts prepared by the Accountant General.

The overall payment proces$ the federal government at Accountant General Pakistan
Revenues is illustrated below;
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OVERALL PAYMENT PROCESS FLOWCHART
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3.5.3. Audit of Federal Government Transfers

FederalGovernment transfers to other levels of government should be examined as part of
the certification of thdinancial statementsA specific aidit program on this topic, thedit
program ortransfers, igprovided in the Working Papers Kif FAM.

3.5.4. Audit of Government Debt

FederalGovernments may, subject to their legal powers, finance their operations through
borrowingsfrom various sources.

The following types of financial liabilities have been identified by INTOS#d areas for
audit attention:

1. International Borrowing. Loans from foreign governments or other international
bodies.

2. Domestic Borrowing. Proceeds of puigl savings schemes. These include amounts on
deposit in savings banks operated by the government and other similar programs.

3. Securities. These include traditional borrowings from creditors under formal
agreements which normally specify the amount borrowrsl interest rate charged or
discount required, the security to be given (if any), and the period over which
repayment is to be made. For audit purposes securities include those executed for the
short, medium and long term.

4. Bank loans. Loans made pursuato a formal agreement with a commercial or national
bank corporation.

5. Guaranteesto third parties. These would include guarantees for borrowing and for
other purposes such as financing for exports and fixing exchange rates.

The auditor should review thee d er a l Government 6s debt ma n a
how it addresses the following key debt management issues:

1 Proper disclosure of all debt, commitments and contingencies;

1 Tracking total debt value compared to total Federal revenues and the GNP;

1 Tracking annual changes in debt balances (annual budget deficit/surplus and other
increases/decreases in previous balance);

1 Tracking annual debt payments as a proportion of total government expenditures;

1 Verifying that all obligations regarding the disbement of debts are met and
reviewing the implications (financial and credit standing) of any failures to meet all
obligations;

1 Existence of risk management policies;

3 fiGuidance orefinition and Disclosure of PublicDebt i ssued by | NTOSAI
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1 Procedures for ensuring expenditures against loans are consistent with the purposes of
the loans; and

1 Distinguishing whether expenditures against loans are for capital investment or for
operating purposes.

An analysis of risk relating to government debt should be made to consider:

The timing of debt repayment obligations;

The mix of shorand long term debt;

The impact of debt payments on the operating costs of the entity;

The mix of currencies in which debts are denominated, assessing possible impact of
changes in rates of exchange between these currencies and the Pakistan rupee; and

1 Thepotential impact of changes in interest rates and their timing (depending on whether
variable or fixed interest rates on the loans and when the fixed rate loans come up for
re-financing).

= =4 -4 4
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The detailprocess flow of foreign debt repayment and recsigivien below;
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(@) Foreign Debt Repayment
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(b) Receipt of Foreign Debt
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In addition to the audit of debt management from a strategic perspective, the auditor needs to
examine the internal controls and individual debt transactitms.auditor is refeed to the
Audit Program on Delih Chapter 6 of this guideline

3.5.5.

Audit of Assets

The auditors should check that the auditee departments have maintained proper records of
purchase and sale of assets, and that all rules and regulations are being followed in this
regards. The auditors should also check that the auditee departments imaamecba Fixed




Federal Government OperatioAadit Guidelines

Asset Register which must reflect the current status of assets. Moreover, the auditors should
observe that necessary steps have been taken by the departments for the safety of assets.

The New Accounting Model (NAM) provides for the acnting of assets. The auditor needs
to understand the level of implementation of NAM and verify the fair and true presentation of
those assets in accordance with the policy given in NAM.

3.5.6. Audit of Grants

Government entities receive budgetary grants froerFdderalGovernment annually. AGPR
maintains grant files for each grant in which all relevant record of the grant including
reconciliation statements of all DDOs, supplementary grants aagprepriations etc. are
maintained. The auditor should revieve tiollowing with respect to government grants;

a) Review availability of reconciliation statements of each DDO.

b) Check that appropriation account was approved by Accountant General.

c) Check authentication of appropriation accounts by the Principal AccountiiogiQf

d) Review grant files to ensure that all relevant documents are available.

e) Check mathematical accuracy to ensure that there are no arithmetical errors.

f) Check that supplementary grant was approved by Deputy Financial Advisor.

g) Ensure that supplementagyant figure is disclosed in appropriation accounts properly.

h) Examine appropriation accounts and grant files to identify all expenditure not printed in
the schedule of authorized expenditure.

i) Check recoveries against grants.
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.=== PERMANENT FILE OF AUDITEE DEPARTMENTS

4.1 Introduction

Audi t objectives and pl ans ar e devel oped k
operations. The auditor needs to haveiaited knowledge of those aspects of the entity that
relate to audit; the auditor should have cognizance about the other areas.

As its name implies, the Permanent File (PF) is used to collect information about the entity

that will be useful not just fahe current audit, but also for future audits of the same type for

the same entity. For exampl e: i nformati on
assessing materiality; understanding the ¢
componentgo audit; and, knowing the types of transactions entered into by the entity helps

to assess inherent risks to the entity. This information will be fairly consistent and relevant
for at | east a few yearsd audits.

Even though the information on the Permariele is expected to be useful across more than
one audit periods, the audit team should validate the accuracy of that information at the time
of next audit and update the Permanent File where significant changes have occurred.

The Permanent File includes information that will be of continuing importance to alidit.
may include:

1 Copies of relevant Government legislation, applicable financial rules, laws
regulations, guidelines and other rules affecting the operations ofign en

1 Organization charts, details of key contacts and locations of operation.

1 Role of entity, Vision and Mission Statements and the most recent business plan or
charter of the entity.

1 Copies of the estimates.

1 Copies of longterm contracts.

1 Loan agreementsmortgages and debt instruments, schedules of amortization for
debts and special assets.

T Previ ous yRnhanciaSatemantd.i t e d

T Previous auditorsd reports to management

1 Extracts of the minutes of meetings.

1 Chart of acconts.

1 Summary of accounting policies used by the auditee departments.

1 Special remuneration, if any, for senior officers.

1 Environmental laws and regulations
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1 Others as appropriate

Policies and Procedures Manuals may be in the Permanent File, if they areorbrief
alternatively, a copy should be in the audit

Note Where the supporting documentation is voluminous, the auditor may decide to include
only a reference to the title of the documentation and its physical locaticer tatm
keeping the whole document in the Permanent File.
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The audit team is responsible for gathering the information required to be put in the set of
working papers associated with the Permanent File. These are listed in the next section. The
preparation of Permanent File for the first time will be a tooesunng exercise and
sufficient audit resources should be allocated to this task in the audit resource plan.

For subsequent audits of the same type for the same entity, the audit team simply needs to
confirm that the information is still relevant, and todate the Permanent File at planning

stage where necessary. The dates on which updates occurred should be recorded on the
Update Control Sheet (Form PF) provided.

Members of the audit team should be familiar with the information in the Permanent File as it
is required to have an understanding of t h
effective and efficient audit is conducted.

It needs to be highlighted that the audit strategy and methodology recommended under FAM
provide for continued quality assance through all the phases of audit. While reviewing the
permanent file, the functionaries entrusted with the quality assurance of audit should ensure
that the various steps recommended in these Guidelines and respective forms have been
completely follaved in all respects.

4.3 Documentation in Permanent File

Titles of various forms specified in the Audit Working Papers Kit are listed below:

1 Update Control Sheet (PF)

9 Status of the Entity (PFI)

1 Background Information (PFIN)

9 List of Auditable Locations (PRI
1 List of Bank Accounts (PFIV)
1 List of Authorized Signatories (PRV)
1 External Factors (PRVI)
1 Accounting Records and Accounting System (PFVII)
1 Key Controls (PRVII)
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1 Significant Audit Areas (PFIX)
1 Significant Accounting Policies (PFX)

The following paragraphprovide generafuidance for usinghe above mentionefbrms
Instructions for filling in these formare contained in thAudit Working Paper<it which
the auditors are required to follow.

4.4 Update Control Sheeg PF

The Permanenkile should be updated each year at the planning stage. This form should
document the name of the person responsible for updating it.

4.5 Status of Entityz Form PFI

The auditor should document on this form the principal address, status (whether it is a
Federal or a ProvincialGovernment, seragovernment, self accounting, centralized or
exempt accounting entity, etc.) and its relationship with other government
departments/ministries (attached department, branch office, etc).

4.6 Background Informationz Form PFII

The auditor should gather financial and other background information about the operations
whose results are included in th@ancialStatements of the entity. This includes information
about total assets, total liabilities, total revenue &tal expenditure, corporate plans, and
organization structure, main functions, etc.

The main functions of auditee departments generally are

Social and community services

Foreign affairs

Taxation

Construction and maintenance of infrastructure

Economicincentives, services and regulation

Relations with other levels of government

Financial administration (revenue collection, debt management, transfers)
General administration

E R -

Note Accounting/Financial information pertaining to the last three years shdug
documented along with the details of fund releases.

4.7 List of Auditable Locationsg Form PFIlI

The auditor should document the addresses of all locations including:

1 The Principal Accountin@ f f i addres® s
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Attached @partments
Project sites oother operational locations that collect, record, process and report
financial information of auditee activities; and,

1 Locations where assets are located and their existence can be checked by the auditor.

4.8 List of Bank Accountgg Form PRIV

T
T

The auditor shoald list names, addresses and account numbers of all bank accounts
maintained in the name of the Federal Government, its Ministries, agencies and other related
organizations.

State Bank of Pakistan (SBP) is the banker offgderalGovernment. SBP has I#anches

and National Bank of Pakistan (NBP) as an agent of SBP performs banking function for the
FederalGovernment across Pakistan.

Government of Pakistan operates following bank accounts with SBP;

1 Nonfood account

1 Food account

1 Fertilizer account

91 Saud Arabia special loan account
1 Government deposit accouxb. XI|

Non-food account is the main account of thederalGovernment and government receipts
are deposited in this account and majority of payments are made from this account.

4.9 List of Authorized Signatoriesz Form PRV

The auditor should list the names of personnel with authority to certify, approve and
authorge the collection, recording, processing and reportinthefinancial information of
the entity in accordance with the delegatiopaivers of the relevant department.

4.10 External Factorsz Form PRVI

The auditor should list external factors that may have an impact on the performance of the
operational activities of an auditee. The auditor should use professional judgment to decide
whatthese factors are. They may include:

Economic trends and conditions affecting input costs.

Variation in budgets.

Budget allocation

Level of debt

Timing of project completion and carry over into subsequent financial years.
General financial indicators armeends.

Pay rates and other terms and conditions of employment (affecting payroll)
Physical targets and performance indicators

E R -
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Natural disasters or other unforeseeable events requiring relief expenditures
Political conditions

Environmental considerations

Technological factors

Social factors

E N

4.11 Accounting Records and Accounting SystegForm PRVII
This form has two requirements:

a. List the accounting records maintained by the auditee departments for the collection,
recording, processing and reportingfioancial informatian of all the formations at the
Federal, Povincial and Dstrict accounting levels.

b. Document a brief description of the accounting systié® neans, including staff and
equipment, by which an orgaation produces its accounting infortioa).

The major accounting records maintained by the auditee departments include:

Cash Book

List of Bank Accounts
Cheque Book
Vouchers/Bills
Expenditure Statement
Monthly Return
Funds Releases
Budget Releases
Transfer Register
Advance Register
Expenditure Register
Stock Register
Vehicles Record
Accounting Ledgers

= =8 -0_0_9_9_95_42_-29_-29_-2_-2_--2_-2-

Note The above list is not comprehensive;may include other additional records to
support the nature of activities an auditee is involved in.

Accounting Manuals and Codes

GeneraFinancial Rules

Federal Treasury Rules

Fundamental Rules and Supplementary Rules
Leave Rules

Revised System of Financial Control and Budgeting
Delegation of Financial Powers

Esta Code

=4 =4 -8 -4 -8 _-95-9
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Accounts Code

Chart of Accounts

Financial Reporting Manual

PublicProcurement Rules, 2004

Use of Staff Car Rules, 1980

Compendium of Pension Rules

GP Fund Rules

Accounting Policies and Procedures ManuaPPM

E R

In addition to the above mentioned list, the following is the list of manuals and codes which
are entity speci;

1 Charter of the entity organization

9 Rules of business

1 Fiscal Responsibility and Debt Limitations Act, 2005

1 All acts, ordinances and statutes applicable during Audit.

Where there are new administrative policies or procedures with which the auditee
demrtments should comply, the auditors must become familiar with them and check that the
audit is conducted against these benchmarks. In addition, the auditor should consider whether
the policies and procedures in force are effective at reinforcing goodyerarat practices.
Where a rule or procedure does not contribute to good management practices, it is the job of
the auditor to recommend changes to such rules and procedures.

The audit team should also document a process mapping for each process mdimtained
collecting and recording transactions. This will help the auditor in understanding the
complexity of control structure and documentation. The process mapping will depend on the
nature, flow of transaction and significance of operations. For procgsgingathe audit

team may anagg an entityds manual s, s dpeplarectaob | e
approaches to process mapping nanr@lpncialStatements approach (a top down approach)
and transactions based approach (a bottom up approach).

Note It is most important that the auditor, in carrying out the audit work, does not
reinforce outdated or inappropriate procedures and practices. In particular, the
auditor should determine whether any changes have been introduced in government
practices thatwill apply to the auditee department(s).

4.12 Key Contactgg Form PRVIII

The auditor should list the names and contact information of key personnel at the principal
accounting officeand at the departmental levels of each of the Ministries, departments,
agencies and other related organizations of the Fe@exarnment
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4.13 Significant Audit Areasz Form PFIX

The auditor should obtain a current and up to date chart of accourdsebleouldensure
that it follows the current accounts classifications and the regulations imposed by the
Controller General of Accoun{€GA).

The auditor should list critical audit areas/significant financial statement components
(including individually sgnificant transactions and events), and their impact ofittencial
Statements of the Feder@overnment (in liaison with those auditors having responsibility
for these audits). This will help the auditor to ptas/heraudit for specificFinancial Audit
andrelatedCompliance withAuthority Audit objectives.

For certification audit, the most logical way of dividing up th&nancial Statement is to
consider each line item in tli@nancialStatements to be a separate component. Theténe
would be each amount reported in firancialStatement, includingheamount disclosed in
the notes thereto.

The financial items to be auditedmay include the following, as applicable:

1. Income
a. Tax Receipts
b. Non-Tax Revenue and Other Receipts
i.  General Administration Receipts
ii. Economic Services Receipts
iii. Defence Services Receipts
iv. Development Surcharge and Royalties
v.  Citizenship, Nationalization, Passport and Copyright
Vi. Interest on Loans and Advances
Vii. Dividend and Profit Share
c. Development Grants
d. Borrowings
i. Foreign Debt
ii.  Domestic Permanent Debt
iii.  Domestic Floating Debt

e. Capital Receipts
i.  Privatization Proceeds
ii.  Recovery of Loans and Advances
iii. Investment Recovery
2. Expenditures/Costs
a. Salaries and Employee Benefits
b. Operating Expenses
c. Transfers
i Grants, Subsidies andWrite -off of Loans
il. Other Transfer Payments
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d. Expenditures on
i.  Physical Assets
ii. Civil Works
iii. Debt and Interest Payments
iv.  Principal Repayment of Debts
v.  Servicing of Debts
e. Other Payments
i.  Loans and Advances
ii. Investments

3. Public Account
a. Receipt and Payment of
i.  National Saving Schemes
ii. Deposits
iii. State Provident Fund
iv.  Other Public Accounts

4.14 Significant Accounting Policiesz Form PRX

The auditor should list significant accounting policies that are consistently applied in the
auditee department and should verify that thesecarsistent with the current policies
implemented by the CGA. The auditor should specifically check on the extent of the
application of NAM in the auditee entity.

Significant policies may include:

a. Revenue recognition

b.  Recognition of expenditure
i. Payments made through cheque
ii. Inter government transfers
iii. Payments directly in bank accounts
iv. Direct payments by State Bank of Pakistan (SBP)
v. Imprest payments

c. Foreign currency transactions

d. Employee benefits
i. General Provident Fund
ii. Pension

e. Investments

. Public Debt
g. Payments by third parties

A number of entitysupplied documents are required to support the forms and schedules:

1 Organization chart
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Accounting policies

Chart of accounts

Entityds business plan or charter

Applicable financial rules, laws and regulations, aadice rules

Environmental laws and regulations

Long term contracts and leases

Loan agreements, mortgages and debt instruments

Amortization schedules for major assets

Extracts of minutes of meetings

Previous years6 audited financial stateme
Previousadi t or s6 reports to management and ma
Other as appropriate
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Note Where the supporting documentation is voluminous; the auditor may decide to
include only a reference to the title of the documentation and its physical location
ratherthan keeping the whole document in the Permanent File.

A sample of the permanent file prepared for tdational Electric Power Regulatory
Authority (NEPRAhas been annexed as Apperidi.
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AUDIT PLANNING PHASE

5.1 Introduction

Under the existing guidance available to the Field Audit Offices (FAOSs), all the FAOs are
required to prepare an Annual Corporate Audit Plan covering audit operations pertaining to
Certification Audit, Compliance with Authority Audit and other audits [Rerformance
Audit, Special Audit, Special Studies and Audit of Foreign Aided Projects. This chapter
contains guidance that the auditor can use to plan their Regularity Audit which includes
Certification Audit and Compliance with Authority Audit. These giliides do not replace

the use of professional judgment.

Individual audits must be plannéalensure that

T appropriate and sufficient evidence is obi
1 the INTOSAI Auditing Standards are complied widimd
1 only necessaryork is performed.

The planning phase involves the following:

Determining the overall objectives and scope of audit; *

Understand the entityds business;
Assessing materiality, planned precision and audit risk.

Assessing t hefinternalcortirgisd s system o

Determining the components by which the audit will be conducted.*
DeterminingFinancial Audit and Compliance withAuthority Audit objectives, and
error/irregularity conditions *

Assessing Inherent Risks and Control Risks.

Determiningthe appropriate mix of tests of internal control, analytical procedures and
substantive tests of details

= =4 =4 -8 -8 -9
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* These steps of Planning Phase are common for both the Certification and Compliance with
Authority Audits, whereas the unmarked steps relate tafiCation Audit only.
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The activities performed during the preparation of the Planning File are complex and varied.
Each member of the audit team should check that they have a good understandeng of th
activities that have been assigned to them. For details, please refer to Chapter 7 of the FAM.

Based on the information noted abowead of the officas responsible for planning the
activities and associated resource requirements in cond@etdiy The Audit Management
Software is a valuable tool to apply to this task. See Chapter 8 of the FAM and the Audit
Management Software Manual for additional information.

't should also be noted that the IrsNsHoQI& Al Au
adequately document the audit evidence in working papers, including the basis and extent of

pl anning, work perf or medlheseforgthe andit tedm leader im gs o1
responsible to check that the Planning File is complete avides evidence of the basis and

extent of planning workerformedby the audit team.

It needs to be highlighted that the audit strategy and methodology recommended under FAM
provide for continued quality assurance through all the phases of audit. thdeving the
planning phase, the functionaries entrusted with the quality assurance of audit should ensure
that the various steps recommended in these Guidelines and respective forms have been
completely followed in all respects.

The key to maintaininghe quality of the planning process itself is a review of the plan,
which the concerned Deputy Auditor General (DAG) should supervise and approve (Ref:
FAM-Para 15.3).

5.3 Documentation inPlanning Phase

Titles of various forms specified in the Autlitorking Papes Kit are listed below:

Audit objectives and scope*

Points for attention at next audit (from last year)*
Entity communication letter*

Audit planning memorandum?*

Memorandum on posgilanning changes*

Important dates*

Tour prograrme*

Information requested from entity officials*

Materiality assessment form

Expected aggregate error and planned precision form
Audit risk assessment form

Inherent risk assessment form

Internal control questionnaiiecontrol for overall environment

= =8 -0_9_9_9_95_4_-2_-2_-2_-2-_--°
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Internalcontrol questionnairé general computer controls
Internal control questionnaiieapplication controls
Control risk assessment form

Analytical procedures assurance form

Source of audit assurance form

List of applicable laws and regulations*

Sample selean checklist

High value item selection form*

Key item selection form

Sample sizing for tests of internal control
Sample sizing for substantive tests of details
Checklist of accounting estimates to be reviewed
Points for attention at next audit*

Audit plaming checklist*

=2 =2-0_9_9_9_95_42_29_29_2_-2_-2-2_-2-
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: These forms recommended under FAM and Audit Working Papers Kit essentially
meet the requirements of Certification Audit. However, some of these forms, marked
with asterisks(*), can also be used for Compliance with Authority Audit.

The following paragraphprovide generabuidance for usinghe above mentionefbrms

Instructions for filling in these formare contained in thAudit Working Paper<it which

the auditors are required to follow.

5.4 Audit Objectivesand Scope

The audit isconductedto address a particular objectivieach audit will be designed to
address one or more of the following objectives:

1 Expressing an opinion dfinancialStatements;

1 Expressing an opinion regarding compliance with current rules anthtiegs;

1 Testing compliance with authority or controls on selected transactions with no
opinion being expressed; and

1 Evaluating operational performance.

Note:For a comprehensive discussion of audit objectives, pleaseestion 7.1 of FAM.
The nature ad size of the audit entity determines the scop¢hefaudit and is generally
defined by the audit mandate. Rbe audit ofFinancial Statemend, that are required under

Section 7 of the AuditeGeneral Ordinanc®00], the entity to be audited will kiefined by
the applicable accounting policies of the government.

5.5 Points for Attention at Next Audit (From Last Year)
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The purpose of this form is to highlight matters that should be taken into account when
planning the foll owishauld ecd expectedadavdlopments inthe a u c
entityés activities that may require changes
to document practical suggestions for chang
encouraged to suggest innpements in the audit plan and procedures.

5.6 Entity Communication Letter

The Audit Working Papers Kit includes the template of a letter which needs to be issued to

the management of the auditee. It sets out the terms of the audit and will include the issues
that the auditor wants t o brt The letteowilliclariy at t en
what is expected from auditors during the course of audit and leads to coopeeatieen

both the parties.

5.7 Audit Planning Memorandum

The audit planning memorandum should comprise a coanideasy to understand summary

of important factors and decisions made during the planning phase. Emphasis should be
pl aced on changes that have been made to t
memorandum should not duplicate all of the details set out elsewhere in the plaenitheg fi
permanent file or in the audit programmes.

The actual contents of the audit planning memorandum will depend on specific circumstances
oftheaudi t . It should include any changes in
business, accountingolicies or systems, internal controls or operational environment that

will affect the planned audit. It shousdsoexplainandestablish an audit strategy, time tables

and overall budget together with any significant changes made from the previous year.

5.8 Memorandum onPost-Planning Changes

As the executionevaluation and reportinghases of the audit proceed, it may be necessary to
amend the planned scope of the audit work. This may result from gaining a better
understanding ot h e e activitids,yfiora unexpected external developments, or from
determining a bettaneans of achieving the audit objectives as the audit progresses.

If the changes are significant, suchthe one that calls for the development of new audit
programmes or a +eonsideration of the sources of audit assurance, the auditor should
discuss the situation with his/her supervisor. The auditor should then prepare an addendum to
the audit planning memorandum. This addendum should follow the same review and
approval procss as is used for the audit planning memoranidseif.

5.9 Important Dates
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Each audit is scheduled around a number of important dates. This form lists dates that are
likely to be significant and provides the audit team leader with a tool to track wheiotke
was planned and when it was actually performed.

5.10 Tour Programme

Tour programme needs to be prepared and approved keeping in view the timelines, resource
constraints and audit strategy. Thead of officeshould ensure that tour programmes are
prepare, andapprovedwell in time;and appropriate record is being kept in this regard.

5.11 Information Requested fromEntity Officials

The audit team | eader Sshould keep track of
management, including what information waguested, when it was required to be delivered

and when it was actually received. This form provides a suggested format, but the audit team
leader may choose to use his or her own format.

5.12 Materiality AssessmentForm

Materiality can be defined as follosy : AnAn error (or the sum of
error (or the sum of the errors) is big enough to influence the users dfirthacial
St at ement so.

Assessing materiality is an important aspect of modern sydiagexl audits. This form
providesguidelines and suggestions for assessing an appropriate materiality amount for the
audit at hand.

Note: For a comprehensive discussion on Materiality, see section 7.3.1 and Appendix D of
FAM.

5.13 Expected AggregateError and Planned Precision Form

Othervalues which are important in determining appropriate sample size and in evaluating
the results of the audit are expected aggregate error and planned precision. This form
provides detailed instructions for arriving at these values for the audit at hand.

5.14 Audit Risk AssessmentForm

It is important that the audit team establish an appropriate level of risk for the audit. The
concept of risk is very important in planning systeased audits and is discussed in detail in
sections 7.7 and 7.8 of FAM. Thisrfo is used to identify whether there are any particular
factors that would cause the auditor to reduce the level of risk he or she is willing to accept,




Federal Government Operations Audit Guidelines

therefore requiring additional audit work to be planned so as to taéséevel ofaudit
assurance.

5.15 Inherent Risk AssessmentForm

Inherent risk is the chance of material error occurring in the first place assuming that there are
no internal controls 1in place. AMateri al er
smaller errors.

This form indichk es some factors which may influence
risk. Inherent risk should be assessed for éatancial Audit and compliance with authority
objective. However, because the tesametfar 6s a

multiple objectives or componentss form can be used to capture risk for each group of
objectives or components that the auditor wishes to treat in the same manner.

5.16 Internal Control Questionnaire z Controls for Overall
Environment

This formis used to guide the auditor in considering the overall internal control environment
in the entity. The better the apparent system of internal control, the less detailed checking of
individual transactions will be necessary. Internal controls are discassexgth in section

7.4 of FAM.

The internal control guestionnaire provides
auditor should decide what questions are relevant to the present audit and is free to add
further questions wherever required.

Also, the auditor should be aware of the work carried out by the Internal and external auditors
where applicable. Reliance on their work can only be placed when the auditor assures
him/herself that their work has been carried out according to the releditibgstandards.

The auditor should make effsitio obtain the copies of the audit reports, management letters
and other relevant observations made by the internal and external auditors. Wherever the
auditor uses the work of the internal and externaltarg]iit should be duly acknowledged in

his record.

The auditor must be honest in the assessment of internal controls operating in overall
environment, general computer environment and specific computer based financial
applications. If the controls amgeak or norexistent, the auditor should inform the entity
management of the need to make improvements and should also offer suggestions. In the
first few years of transition to the new auditing paradigns to be expected that the control
environmeniwill be weak in most entities. Identifying the weaknesses will be the starting
pointfor developing stronger controls for the future.
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5.17 Internal Control Questionnaire z General Computer Controls

This form is used to guide the auditor in consideringititernal controls operating in the
ent ity 6 sedenwinommernt. éternal controls are discussed at length in section 7.4 of
FAM.

The internal contr ol guestionnaire provides
auditor should decide what quiess are relevant to the present audit and is free to add
further questions wherever required.

5.18 Internal Control Questionnaire z Application Controls

This form is used to guide the auditor in considering the internal controls operating in
specific compter-based financial applications. Internal controls are discussed at length in
section 7.4 of FAM.

The internal control guestionnaire provides
auditor should decide what questions are relevant to the pragdittand is free to add
further questions wherever required.

5.19 Control Risk AssessmentForms

This form is used by the auditor to summsarihe assessment of risk in the general control
environment, the overall computer environment and in specific c@nppplications (from
the previous three forms).

The risks identified through the assessment of controls may impact different components
differently, so the auditor should consider control risk separately for each component (or
group of similar componentsThe assessment of risk is very much a matter of professional
judgment. In general, during the first few years following the introduction of new auditing
paradigm, it is suggested that all control risks are assumed to be high unlessdhificant
evidence to support lowering that assessment.

5.20 Analytical Procedures AssuranceForm

The audit team leader uses this form to document the analytical procedure(s) that are planned
for each component. The type of procedure selected is important as differeadiures (i.e.
comparative, predictive, statistical or overall verification procedures) provide a different level
of assurance when it comes to planning substantive tests of details.

Detailedinstructions are provided with the form.




Federal Government Operations Audit Guidelines

Note: A detailed discussion on analytical procedures is provided in the Financial Audit
Manual, section 7.8 and Appendix E.

5.21 Source of Audit AssuranceForm

In conducting audit, the audit team is looking for sources of assurance thanameial
Statements provide a truend fair view. One source of assurance is a detailed review of
individual transactions (substantive tests of detail). However, this is very time consuming, so
the audit team looks for other sources of assurance that might enable them to reduce the
amountof substantive tests of detail. The audit risk model provides an arithmetic method of
using the assessments of inherent risk, control risk, analytical procedures and overall audit
risk to arrive at théevel of assurance that is required from substarntegés of detail.

This form leads the auditor through this arithmetic modeldefaileddiscussion of the risk
calculation is presented on the reverse of this form.

5.22 List of Applicable Laws andRegulations

A major component of a Regularity Audit is the verification that the entity has complied with
applicable laws and regulations. The audit team should enlist all applicable laws and
regulations on this form for checkitigece nt i t y6s compl reguiatorss. wi t h | a

5.23 Sample Slection Checklist

In preparation for performing the substantive tests of detail, the audit team must select
samples of items to be tested. This form is used to record the identity of each sample and the
date on which it was colleed. CAATs should be usefvhere applicable}o select and

record samples taken during audit.

The following section lists some of the sampling techniques which can be used both for the
Certification Audit and forthe Compliance with Authority Audit. UsefdVionetary Unit
Sampling is recommended for Certification Audit and when the auditors use alternative
sampling techniqueeduring Certification Audit, they will be required to exercise professional
judgment.

Sampling:
It is the selectiorof a subset of a population. The auditor takes a sample to reach a

conclusion about the population as a whole. As such, it is important that the sample be
representative of the population from which it was selected.

Sampling risk
Sampling risk is the @nce that a sample is not representative of the population from

which it was selected.
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Statistical sampling
Statistical sampling is the selection of a-seth from a population in such a way that
each sampling unit has an equal and known chance of salecti

Non-statistical sampling

Non-statistical samples are samples selected by other means which are intended to
approximate the representative character of a statistical sample. However, they lack
the objectivity of a statistically selected sample.

Notethat the only difference between statistical sampling anestetistical sampling
is themethod of selecting sample items. Planning requirements and the evaluation
process remaithe same.

Monetary Unit Sampling (MUS) for substantive tests of details

The key feature of MUS is that the population is considered to be composed of
individual monetary units, as opposed to physical transaction vouchers like individual
supplier voices, cash disbursements, etc. The auditor selects an individual Rupee from
the population and uses it as a hook to catch the voucher in which it occurs, so it can
be audited.

Under MUS, all sampling units (individual Rupees) will have the same chance of
being selected. This means that, the larger the supplier invoice, the greatkarice
of it being selected.

Methods of sample selection

There are several sample selection methods that are very good at ensuring that the
sample is representative of the population from which it is selected, as follows:

1. Random;

2. Fixed intervalsystematic);
3. Cell (random selection); and
4. Stratified random.

1. Random selection

Random selection involves numbering all of the items in the population and then
using a random number table or software programme to select 200 random numbers.
The audlitor, then, identifies the sampling unit that corresponds to each number. This
method is difficult to use unless the sampling units are alreadgymndered (pre
numbered sales invoices, for example) or can easily be numbered

2. Fixed interval (systemad) selection

This method involves selecting a random start and then etleriem.

3. Cell (random interval) selection
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This method essentially combines the previous two methods. The auditor divides the
population into cells and then picks a random ifesm within each cell.

4. Stratified random selection

CAATs may offer a fourth method stratified random sampling. Using this approach,

the population is first stratified based on monetary ranges, type of expenditure, etc.,
and then a random sample is drawn from each range. This could be used, for example,
to weght an attribute sample to the larger dollar items or specific expenditure types,
or to ensure that at least one sample item is drawn from each expenditure type.

Selecting the samplé statistical sampling
The fAstandar do s ampl MUSsisefixed interivab (systematic)h ni g u
selection. Cell (random interval) selection can also be used if the population has been
downloaded into a computer and a CAA3 being used to do the selection. Random
selection is also possible, but contains all of thigculties of cell selection. In
addition, it has a further disadvantdgshould fixed interval or cell selection be used,

the sample size will automatically be adjusted for any over or tagt@nations of the
population value. With random selectiohistwill not occur. Hence random selection

is rarely used with MUS. For both fixed interval selection and cell selection, the
auditor needs to know the sampling interval.

Selecting the samplé non-statistical sampling

To select a nowstatistical samplehat approximates a monetary unit sample, the
auditor needs to find a way to bias the sample towards the larger monetary items.
Some form of valu@riented selection is therefore required.

For detailed guidance please refer to Appendix B of FAM.
5.24 High Value Item Selection Form

In addition to selecting a random sample for testing, the auditor should also make sure that
the items of particular high value are tested, as any errors in these items could have a material
impact on the accuracy of thénancial Statements as a whole. Therefore, the auditor will
identify the high value items which will receive individual attention (and will remove them
from the population of items from which the samples are selected).

The auditor will identify the high value iteston this form and will crossefer each item to
the working papers that record the audit tests performed on that item.

5.25 Key Item Selection Form
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As with high value items, the auditor may also want to individually review items which are
unusual and whiclwarrant special attention. Generally, these items will include transactions
that cause an account to show a negative balance (e.g. an asset account with a credit balance)
or unusual nomecurring items. The auditor will use judgment and experience tadexipfy

these key items.

Therefore, the auditor will identify the key items which need individual attention and will
remove them from the population of items from which the samples are selected.

The auditor will identify the key items on this form andl wrossrefer each item to the
working papers that records the audit tests performed on that item.

5.26 Sample Szing for Tests ofInternal Control

This form presents a manual arithmetic process for determining the appropriate size of a
sample oftransactions which will be selected to test the controls in a specific audit
component. The process is the same for all audit entities, and is fully explained on the form.

The use of CAATs (see Financial Audit Manuappendix C) will avoid having to fadiw
this manual process.

5.27 Sample Sizing for Substantive Tests of Details

This form presents a manual arithmetic process for determining the appropriate size of a
sample of transactions which will be selected for a substantive test of details in a specifi
audit component. The process is the same for all audit entities, and is fully explained on the
form.

The use of CAATs (see Financial Audit Manual Appendix C) will avoid having to follow this
manual process.

5.28 Checklist of Accounting Estimateso be Revewed

Financial Statements, especially those produced on accrual basis, will often contain
accounting estimates, such as allowance for bad and doubtful debts and contingent liabilities.
The auditor should discuss wiestimateel amountsyanis man
record them on this form for subsequent validation when the audit is performed.

5.29 Points for Attention at Next Audit

During the course of preparation of Planning and subsequent Working Paper files, the auditor
may come across items in the current year th
These may be accounting estimates that were contingent upon dvantsate not yet
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happened or items that are expected to show
matters specific to the audit at hand.

Use this form to record these items so that
phase.

5.30 Audit Planning Checklist

This form presents a checklist of the major activities that should have been completed by the
audit team leader to meet his responsibility for adequately planning audit and for
documenting the basis of the plans. Chapter 8 of FAM pesuiétailegarding he audi t or
planning responsibility.

This form is also a key component of the DAC
a vehicle for communicating the planning process to the DAGP management so they can
review and approvéhait adequate planning was completed in respebieafudit.

5.31 Centrally Led Audit

These are audits where a central team is responsible for the overall planning, performance,
evaluation, reporting and follow up. With a centrally led audit, there will devigion of
responsibilities between the central team tradfield audit teams of the sarbérectorateor

of otherDirectoratesontributing to the centrally led audit

An example of such an audit is the annual audit ofthancial Statementsf the Federation
Government In total eight Directorate Generals Awgditre involved in the audit dfederal
Government in one way or another. Directorate General Audit (Federal Government) has the
prime responsibility to form a consolidated opinion on feancial Statements of the
Federal Government. Further four self accounting ent#treglsoincluded in the scope of
Federal Audit are;

Pakistan Mint

Central Directorate of National Saving
Food Account

Geological Survey of Pakistan

= =4 -8 -9

Paras from 6.4.5 16.4.10 of FAM give guidance about a centrally led audit. The central team
is responsible for:

Setting the basic planning parameters (materiality, planned precision, audit risk, etc.);
Setting inherent risk, control risk, other substantive proceduresangdksubstantive

test of details risk for each component and each spdgifancial Audit objective
Compliance withAuthority Audit objective and error condition;

T
T
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1 Determining the optimum mix of tests of internal controls, analytical procedures and
substantive tests of detail for each component and for each spacditcial Audit
objective relatedCompliance withAuthority Audit objective and error condition;

1 Perbrming the overall error evaluation; and

1 Reporting the results of the audit.

Thefield audit teams of the same or other Directoratesiatern, responsible for:

Providing advice to assist the central team to plan the audit;

Reviewing the material reneed from the central team to ensure audit programmes,
forms and checklists reflect the optimum mix of tests for that parti@Qif@ctorate

and contain all the work required to obtain the required amount of overall assurance;
1 Performing the audit work;nal

N Reporting the results of the work, including individual errors and athgrificant
matters, to the central team.

)l
T
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EEEE Chapter 6

l== AUDIT EXECUTION PHASE

6.1 Introduction

This chapter provides guidance for the auddaverk at the execution stage. This stage
includes compliance testing (test of controls), substantive testing, collegtdiggviewing

evidence and maintaining working papers files. It needs to be noted that the audit
programmes given at the end of this chapter provide guidance to the field auditors for
CertificationAudit and @mpliance with Authority AuditHowever, there are veryveaudit
programmes as O6compilation of accountsdé whic

Overall audit execution guidance is available in ChaptertBeffAM
The Audit Working Papers Kprovides

1 Evidence that the auditor has complied with BAGP auditing standards;

1 A basis to determine that the work delegated has been performed properly;
1 A source of information for preparing reports and answering enquiries; and,
1 Assistance in planning and executing future audits.

62 4EA 1 OAEO 4AAIl 6 éxeathowPhbse OEAEI] EOL
The audit team has a major responsibifity documenting audit evidence in the working

papers including work performed aRa@d35/5) ndi ngs

As noted in FAM, the coent and arrangement of the working papers is a reflection of an
auditorbés proficiency, experience and knowl e

Sections 9.909 . 11 of FAM provide details of the au
the work performed and standards for maintainamgl keeping custody of the Working
Papers file. Each auditor should be familiar with these responsibilities.

The Audit Working Papers file should contain various financial documents provided by the
audieemanagement, including:

a. FinancialStatements
b. Trial balance
c. Civil Account
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d. Appropriation Account
Any inter-governmental accounts for elimination.
Supporting documents (important agreements, bills, vouchers other documents that
are important for the audit record)
g. In addition, the audit team shoubdaintain detailed minutes of all the meetings with
the auditee representatives, which should be placed in the Audit Working flaper

P ¢))

It needs to be highlighted that the audit strategy and methodology recommended under FAM
provide for continued qualitgssurance through all the phases of audit. While reviewing the
execution phase, the functionaries entrusted with the quality assurance of audit should ensure
that the various steps recommended in these Guidelines and respective forms have been
completelyfollowed in all respects.

6.3 Forms and Schedules for Audit Execution Phase

Titles of various forms specified in the Audit Working Papers Kit are listed below:

Summary of Analytical Review Procedures Performed *
Details of Analytical Review Procedures féemed *
Completed Internal Control Questionnaires*

Internal Control Deviations Form *

Internal Control Deviations Summary *

Compliance Summary

Substantive Tests of Accounting Estimates

Errors in Accounting Estimates

Substantive Test Sample Summarydach Audit Programme
Substantive Test of High Value/Key IteinSummary

Details of Errors in Samples, High Value Items and Key Items
Exit Interviews
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: These forms recommended under FAM and Audit Working Papers Kit essentially
meet the requirements Gfertification Audit. However, some of these forms, marked
with asteriskg*), can also be used for Compliance with Authority Audit.

The following paragraphs provide general guidance for using the above mentioned forms.

Instructions for filling in thesedrms are contained in the Audit Working Papers Kit which
the auditors are required to follow.

6.4 Summary of Analytical Review Procedures Performed

This form is used to summarize the analytical procedures that were performed. The auditor
should note the precdures that were performed and croefer each procedure to the
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working paper that provides the details of the test (i.e. Details of Analytical Review
Procedures Performed form)

6.5 Details ofAnalytical Review Procedures Performed

Details of each analytitaeview procedure conducted by the audit team, including type of
test, data used, calculations perfor med, res
this form.

6.6 Completed Internal Control Questionnaires

The auditor must test the contrahvironment to determine whether the system of internal
controls on which the audit team intends to rely is actually working effectively. This is done
by following the detailed guidance provided in the Internal Control Questionnaires for
different aspectsf the audit. The auditor will select the ICQs that are to be used in this audit
and tick them off on the checklist provided. The auditor does not have to apply all the
possible ICQs in every audit.

The key ICQs tdoe consdered forFederalaudit areas follows:

Employee related expenditure
Goods and Services

Receipts

Investments

Cash

Major Assets

Stores and Inventory

Budgeting and Expenditure Controls
Grant in Aid

= =4 =4 -8_8_9_9_°5_--°

Note: Detailedgui dance for filling in the fde€Kgdés i s
under the section Execution file.

6.7 Internal Control Deviations Form

While working through the ICQs, the auditor should identify deviations from the prescribed
internal controls in the operations of the audited entity. The auditor will document each
individual devi ati on an dFnarncialStgements antthisdolm. i mp a c
There should be one form for each deviation encountered.

Where theoperationsof the audiee organisationare decentralized, it is important to assess
which weaknesses are due to scattered nature of department/policy weaknesdeshaack
due to the inadequate application of these internal control systems and policies within the

decentralized sites being audited.
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6.8 Internal Control Deviations Summary

For each significant type of deviation detected, the auditor should report ihte ent i t y G
management and make a recommendation for rectifying the control weakness. The purpose

of this form is to help the auditor track each weakness identified by applying the ICQ, the
problem and their recommendation which were reported to thg.eriie year in which the

entity took corrective action should also be considered.

6.9 Compliance Summary

The auditor will use this form to identify the legal or regulatory provisions that the entity
should comply with, to document the control that is in @las check compliance, to
document whether the auditor considers the control to be satisfactory, and whether
compliance was evident.

6.10 Substantive Tests of Accounting Estimates

This form summases the errors identified during the performanceswbstantive tests on
accounting estimates. The auditor will use it to sumsaagrrors that were identified in the
Errors in Accounting Estimates Form (see next form) for later use in aggregating the errors in
the Evaluation and Reporting phase.

6.11 Errors in Accounting Estimates

For the accounting estimates that were ide
of accounting estimates to be reviewedo, t
estimate and the nature and value of any entwas were identified. These errors will be
summarsed in the Substantive Tests of Accounting Estimates form as described above.

6.12 Substantive Tes Sample Summary for each Audit Program

The auditor must test the sampled transactions to identify the iceidenerrors in the
sample. This is done by following the detailed guidance provided in the Audit Programmes
for different aspects diederalaudit given atection 6.16onwardsof this chapter under the
heading Audit Programmes. The auditors are expettedselect the relevant audit
programmes for each audit as they do not have to apply all the possible Audit Programmes in
every audit.

Substantive testing examines a sample of individual transactions to determine whether the
transactions selected complytivall applicable laws, regulatiomndrules to find any errors
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or anomalies that may exist. Each Audit Programme provides a basic set of steps for the
auditor to follow to perform substantive tests.

The substantive testing section of the Audit Progrees includes a basic set of audit
objectives, which are described below:

Audit Objectives:

To determine whether, on the basis of the transactions examined (selecting a representative
sample of transactions or other form of sample), the énsty F i Statenentsoinplies

with the following assertioris

1 Presentation and Disclosure:the transactions have been appropriately recorded,
classified and presented.

1 Existence and Occurrenceall transactions relevant to the year of account have been
recorded and all recorded transactions have occurred.

1 Completenessall transactions relevant to the year of account have been recorded and
includedi the test has also been extended to includetmpleteness of what should
have been included not just the recorded transactions: i.e. all taxes due, not just those
collected.

1 Measurement: the recorded transactions have been correctly valued, accurately
calculated and appropriately measured.

1 Regqularity: all activities and financial transactions examined comply with relevant
laws and regulations (based on the selection of all significant activities/transactions
and a sample of the remainder); and on the basis of this audit work conclude whether
the rekvant laws and regulations are being properly applied.

The keyAudit Programmedor this purpose are givamdersection 6.16
6.13 Substantive Test of High Value/Key Itemg Summary

This form is used to summaei errors found by the Substantive Tests ofhHiplue/Key

Items that were performed. The auditor should note what procedures were performed and the
nature and value of the errors, and cnaeference the procedure to the working paper that
provides the details of each test (Details of Errors in Seenpfigh Value Items and Key
Items).

6.14 Details of Errors in Samples, High Value Items and Key Items

The auditor will complete one copy of this form for every single error discovered in any of
the substantive tests of details (from sampled transactiongiighdValue Items and Key

“Another set of assertions commonly used are: Existence / Completeness / Valuation / Rights and Obligations
(or Ownership) / Presentation and Disclosure. The set used in these Guidelines ipprapdede for the audit

of transactions in the public sector.
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Items). Details of the voucher on which the error occurred, the nature and cause of the error
and its valuesshouldbe documented on this form.

6.15 Exit Interviews

Section 9.8 of FAM stresses the importance of keeping entity officials informed during the
course of audit. In addition to open communications during audit, it is a good practice to
arrange a meeting with senior entity management at the end of the fielatveach location.

The audit of decentralized sites, remote from the Audit Office (out of which the audit team
operates), is complicated by the fact that briefing of the management at the site cannot be
done after the senior audit management has reddte audit findings. This means that the
team should provide feedback to management at the decentralized site prior to conducting a
full review of findings. It is a good practice for the audit team leader to determine whether
there are any sensitive iss that need to be brought to the attention of senior audit
management prior to discussing with entity management at the site. Where potentially
sensitive matters are involved, the audit team leader should get instructions from senior audit
management befe the exit briefing.

6.16 Audit Programmes

The remaining part of this section contains the following detailed audit programmes for
various audit areas:

Employee related expenses
Goods and Services
Investments

Debt

Project Audit

Fixed Assets

GrantsIn-Aid and Contributions
Accounts Compilation

= =4 -8 -8 _9_95_°2_2

The Audit Programmes given in this section cannot provide an exhaustive set of checks.
Although in certain cases specific references to the current rules and regulations have been
given in the audit programmes, it wiseto be noted that the auditor should be familiar with

the operations of the audit entity and should have a sound knowledge of the relevant laws,
regulations and rules with which the transactions must comply. This will allow him/her to
make appropriate @gstments to the audit programme guides. Furthermore, if the audit
programmes do not cover the auditorbés requi
which he notes the details of transaction(s) (revenue/expense /investment etc), his audit
procedure(spnd findings.The auditprogrammeshave been developed by keeping in view

the risks mentioned in 3.5.
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6.17 Audit Programmez Employee Related Expenses

Audit Entity: Audit Period:
Date(s) Conducted:

. Done WP

Audit Procedure By: Ref.

Existence andOccurrence

1. From the sample of transactions check that: employe
identified in Payroll Register; and that payment was mag
correct payee.

2. Check attendance records to determine that employes
sample earned the amount due in pay.

3. Check thatproper personal files of all the officers with g
necessary particulars dseing maintained.

4. Check Service Book maintained for Non Gazetted Officer
certified by DDO.

Completeness

1. Compare list of employees paid against Establishr
Register

2. Check thaproper particulars are entered in Audit Register
Gazetted Officer and in Scale Audit Register (AR) for N
Gazetted Officer.

3. Check that Office order or Establishment order for i
appointment is issued by concerned head of departmen
amount is pal according to said order and entitlement in AR

4. Select a sample of employees who recently retired / transf
out / otherwise left the office and check whettieyreceived
anypayments after date of leaving (adjusting for timing of
payment)

5. Selet a sample of employees recently joining the office
confirm that they were not paid before they commenced

6. Conduct a reconciliation (and/or check a batch of transact
between {Direct Credit Advice / Payroll Advice / DD
monthly statement} andMont hl'y Schedul
Salaries and General Ledger

7. Take a sample of employees (from establishment listi
telephone list / or other source) and check that they
received payment out of the payroll system.

Measurement
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Done WP

Audit Procedure By: Ref.

1. Check that acknowleggement of payment to employees
received from employees / Drawing and disbursement of]
(DDO).
Check that DDO certified the payment to Non Gazetted Off

Check that Payroll Officer prepares Monthly Schedule

Employees latest by 26 of each monthd aApproved by

Supervising Payroll Officer.

4. Check that Delegated Officer (other than Payroll/ Supervi
Payroll Officer) prepares Payroll Credit Invoice or Cheque
sign by at least 2 officers.

5. Check that relevant officer enters all the cheques paynirer
to Register and prepares Payroll Advice Note (PAN) for b
in case of Cheque payment and Payroll Credit Advice (P
for direct bank transfer.

6. Check for the selected sample of employees recently jo
the office that the amount of the first paymevas correct
according to the start date and according to their Pa
Register.

7. For employees recently joining the office, the amount of
first payment was correct according to the start date
according to their Payroll Register

8. For employees whoecently left the office, the amount of t
last payment was correct according to the date of last d
employment in section and according to their Payroll Reg
i compare pay slips with Last Pay slip Certificate issued

9. Check that payroll paymentsearcorrectly identified in the
Compilation Sheet under Payroll Object and correctly cc
according to the Chart of Accounts by checking for the sat
of transactions that the net pay and deductions have
correctly coded according to the Chart of Aaatsucodes.

10.For a sample of months, check that the total pay (gross, ne
deductions) are correctly presented in the Compilation S
by making the necessary calculations.

Regularity

wn

Joiners:

1. Check that the job was properly requisitioned by the rele
department and all process including advertisement
completed in a transparent manner in accordance with rel
rules and regulations.

2. Check that the salary and grade for the employee has
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Done WP

Audit Procedure By: Ref.

fixed according to the relevant HR rules and regulations.

3. Check that a Medical Certificate acknowledging the fitnes
the employee has been issued by the Medical Offfeer10}

4. Check that theappointment letter of the employee has b
signed by the relevant authority.

5. Check that the personal file of the employee contains
following;
o Application and CV of the employee

ID Card

Experience Certificate (if any)

Appointment letter

Joining repot

Medical certificate
o0 Leave applications (if any)

6. In case the age of appointee is more than 60 years chec
the appointment has been made in accordance to finance
for appointment after superannuation age.

O O O0OO0Oo

Promotions & Increments:

1. Check that a\nnual Performance Report is maintained by
Administration Department for the employee

2. Check that the promotion of the employee has been app
by the relevant authority.

3. Check that the employee has received the annual increm
per the incremenbrder, and his salary does not exceed
maximum basic scale limit

4. Check that the first annual increment of existing employeg
basic pay scales, in which their pay is fixed or0G42007
shall accrue on 1st December of every year
{Finance Division QM. No. FD.PG2-1/2007, dated 23rd
July, 200%

Contract Renewal & Regularization:

1. Check that the contract of the employee is renewed afte
approval from the relevant authority

2. Check that the contract employee has been made regula
theapproval of the relevant authority

Resignations& Terminations:

1. Check that all resignations/terminations have @
approved by the relevant authority after complying with all
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Done WP

Audit Procedure By: Ref.

rules and regulations applicable.

2. Check that the employee after thedate of
termination/resigat i on d o eia thé monthlyp galar
sheet.

Adhoc Relief (Wage Type: 1831)

1. Employees whose date of joining was-@Q005 should be
paid adhoc relief allowance as per revised pay scale 2
{Para-6 of Finance DivisionLetter No. FD.PC.21/20053

2. Adhoc relief allowance shall continue to be admissible
frozen level on existing conditiongFinance Division O.M
No. FD.PG2-1/2007, dated July 23, 20G7

3. Check that this allowance is also admissible to the appoint
of Govt servants from one post to another taking effect &
01-07-2005 provided they were previously in receipt of s
benefits immediately before their appointment and suck
allowance would also be made admissible to Govt. servarn
extra ordinary leavess soon as they resume duties, at
frozen level which would have been admissible to them
they not proceeded on EOL{Finance Division O.M.
No.FD.PG2-2/99,dated July, 21, 2007}

Special Additional Allowance

1. Special additional allowance after dsscontinuation w.e.f 01
12-2001 was made admissible at frozen level in cas
appointments by promotion/transfer / absorption taking p
after its discontinuation. It was not allowed on or afterl@d
2001. This category of government employees ireduthose
who were appointed from one post to another during the
period despite the fact that they were in the receipt of bene
their previous appointments.

2. Check that this allowance is also admissible to those (
servants who were entitled tand were in receipt of th
benefits immediately before their appointment on or after
12-2001. However it is inadmissible to those fresh appoin
who have not been entitled recipients immediately before
appointments {Finance Division O.M. No. B.PC-2-2/99,
dated July, 21, 2007

Special Allowance (Wage Type: 1550)
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Done WP

Audit Procedure By: Ref.

1. Check that this allowance has been discontinued by fin
division with effect from December 04, 2001.

2. Anincrease @ 15 % on initial of the pay shall be allowe
the contractual appointees as special allowance who a
receipt of pay package slightly higher than the standard
package prescribed under the contract appointment p
dated: 2912-2004. {Finance Division O.M No.FD.PG2-
1/2007, dated 23rd July, 2007

Special Relief Allowance

1. Employees whose date of joining was-@Q005 should beg
paid special relief allowance (@ 15 % of basic pay per m
to a civil servant in BP] to 22 vide lette## No. FD.PG2-
1/2003) as per revised pay scale 20pBara-6 of Finance
Division O.M # FD.PC.21/20053

2. Special relief allowance shall continue to be admissibl
frozen level on existing conditiong§Finance Division O.M
No. FD.PG2-1/2007, dated July 232007

3. Check that this allowance is also admissible to the appoint
of Govt. servants from one post to another taking effect
01-07-2005 provided they were previously in receipt of s
benefits immediately before their appointment and suck
allowance would also be made admissible to Govt. servan
extra ordinary leaves as soon as they resume duties,
frozen level which would have been admissible to them
they not proceeded on EOIFinance Division O.M. No.
FD.PC-2-2/99, dated July, 21, 2007}

Superannuation Age

1. Superannuation pension is granted to a Government servg
completion of age. Check those Government officials
have attained the age of superannuation but are st
government job.

Dearness Allowance (Wage type: 1864

1. Check that the dearness allowance @ 15 % sanctioned
1.07.2006 shall stand frozen at the level of its admissibilit
on 30.06.2007 and the amount shall continue to be admig
to the entitled recipients until further orders but it will not
admissible to new entrants joining Govt. service on or g
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. Done WP
Audit Procedure By: Ref.
01.07.2007 {Finance Division O.M. No. FD.PCG2-1/2007,

dated 23rd July, 200%

Entertainment Orderly and Senior Post Allowances (Wage
type 1518)

1. Check that these allowances have been paiatitted officers
only.

Presentation and Disclosure

1. Check that payroll payments are correctly identified in
General Ledger under Payroll Object and correctly cd
according to the Chart of Accounts by checking for the saf
of transactions that the net pay and deductions have
correctly coded according to the Chart of Accounts codes.

2. Check whether the payroll section receives timely reports
the General Ledger under the relevant Object Codes an
the information is pesented in a way that it can be used by
payroll section.

3. For a sample of months, check that the total pay (gross, ne
deductions) are correctly presented in the General Ledg
making the necessary calculations.

6.18 Audit Programme- Goods andServices

Audit Entity: Audit Period:
Date(s) Conducted:

Done WP

Audit Procedure By: Ref.

Existence and Occurrence

1. Select a sample of transactions (as required for certific
requirements / for purposes of testing controls / for additi
substantive compliance testing)f possible, this sample shou
focus on large transactions and a representative sample
rest; and include a sample of transactions close to year end

2. For this sample of transactions, collect all related document|
(purchase order / purchase authorization / invoice / deli
receipt / any receiving documentation / payment) and c
entry in Inventory Register and in general ledg@ara 148 of
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Done WP

Audit Procedure By: Ref.

GFR- Vol-1}

3. Check payments for product/service entered into leftyethe
financial year{Para 66 of GFR Vol-1}

4. Confirm that the payment was made to the correct paye
comparing information on cheque register with invoice
delivery information{Rule 205 of FTR Vol1}

5. Check al so whet her amsultediffom g
practice of Anorder splitti
need for sanction from a higher author{tiRule 9 of PPR 200%

6. At least for large transactions and transactions close to yea
conduct physical check on existencegwiods and services
these are distant from site where conducting audit, may
confirmation in writing from DDO or independent partypara
159 of GFR Volt}

7. Review suspense account for-cleared/unclaimed payments
for inappropriate clearancgfRkule 635 of FTR Vol1}

Completeness

1. Reconcile total expenditures on goods and services with
amount recorded on the general ledgBara 89 (viii) of GFR
Vol-1}

2. Check that all goods and services recorded as acquired
year are charged against that y¢Bara 66 of GFR Vol-1}

3. Check for recently delivered goods and current service coni
that payments are recorded and/or monies allocated for pay
(particularly important if the audit is conducted close to
end)

Measurement

1. For the sample of transactions, check that the documen
(purchase order / purchase authorization / invoice / deli
receipt / any receiving documentation / paymengtoissistent ir
quantity, pricing, product description (particularly checking
substitution of lower quality/grade product)

2. Check whether the individual items add up to the total give
the voucher / purchase order and the appropriate amounts
have been supplied

3. Follow up on any shoifall / substitution / missing items
multiple deliveries to ensure that only what was received
paid for.

4. Check that the invoice and payment have applied proper pr
include any negotiated prices or othemrangements / refleq
correct freight charges if applicable

5. Check also that any payment advances have been prg
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Done WP

Audit Procedure By: Ref.

reflected in the invoice and correspondingly deducted f

payment

Check arithmetical accuracjRule 183 FTR Vol1}

Check inclusion of pplicable guarantees, service support

If any products / services to provide maintenance or spare

for a product (i.e. an expenditure to service a product previc

acquired) are included in the sample of transactions, checl

no payments were mador maintenance / replacement parts

should have been covered by warranties

9. Check in case of late delivery, whether any penalties apply
contract and if so, whether payment was adjusted according

Regularity

© N o

1. For procurements over Rs. 200000, Advertised on the Publ
Procur ement Aut horitydés (P
print media or newspapers having wide circulation has
made{Rule 12(1) of PPR 2004

2. For procurements between Rs. 100,000 up to Rs. 2,00(
Advertised on the PRAGs website in
specified by regulation by the Authority from time to time &
may also be advertised in print media, if deemed necessa
the procuring agencyRule 12(1) of PPR 2004

3. For procurements between Rs. 25,000 up ¢01R0,000check
whetherrequest for quotations are availablé42 (b)(i) PPR
2004

4. Procurements up to Rs. 25,000 The procurement process ¢
be conducted in a fair and transparent man{#2 (a) PPR
2004

5. Check thatunder no circumstances the response time sha
less than fifteen days for national competitive bidding and t
days for international competitive bidding from the date
publication of advertisement or noticéRule 13(1) of PPR
2004

6. Also ensurethat NTN and Sales Tax Reg. No. are presen
guotations.

7. Ensure that the supplier is amongst the List of Apprg
Contractors/ Registered SuppligfRule 15 of PPR 2004

8. Ensure that approval of rates of the lowest bidder
Comparative Statement by tHeoard has been obtained.
purchase is not made from the lowest bidder, ensure reaso
specified{Rule 38 of PPR 200}

9. Acceptance letter issued to Contractor/ Approval on Quotd
for other than contract supplies
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Done WP

Audit Procedure By: Ref.

10.Check that the Contract is in theepcribed format and is du
endorsed by both parties.

11.Ensure that LPO (Local Purchase Order) is raised in the na
the selected supplier based on Comparative Statement.

12.Supplier's bill/ invoice in the prescribed format duly signed
the Contractor/ Suplier. Supplier's Bill details matches with t
LPO, the Bill is stamped at the receiving unit.

13.Where purchase is not made by the central store/ procuring
ensure that ANot Available

14.Convoy note (in case of Hiring of Mechaal Transport) is
acknowledged by the receiving authority.

15.Supply order is in conformity with the Approved Quotati
Contract. Further ensure that the details of supply order n
with the LPO.

16.Ensure that the supply has been made within the deliveey
mentioned on the LPO, so that no Liquidation Damages
charges are applicable

17.Contingent bill duly raised by the respective C.O. and is in
with the supplier's bill

18.Contract number should be mentioned on the contingent
where applicable

19.Compare rates specified in the bill with Contract/ Appro
Quotation/ Comparative Statement, the LPO and the supy
invoice

20.Checkrates of Income Tax and Sales Tax and ensure p
withholding & deposit in Government treasugfncome tax
Ordinance, 2001 & Sales Tax Act, 1990

21.Chequs issued as per instructions from the suppliers,
particulars mentioned in the Contract and ensured tha
budget limit was available.

22.Check that bill submitted for payment is for the current pe
and is not paid &fore.

23.Ensure that cheque is signed by designated officer.

Transparency in tendering and engagement of consultar

services

Engagement of consultants

Check that:

Consultants were selected after advertisement in the. press
Criteria for prequalificationwereclearly defined

Both technical and financial proposal were evaluated
Selection was made on merit

Consultard were appointed as per approved policy and guide

arwnPE

issued by the Gov{Rules 8, 12 & 15 oPPR 2004
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Done WP

Audit Procedure By: Ref.

Engagement of contractor
Check that:

1. Enlistment/renewal of contractors with the department

2. Notification for prequalification of contractors advertised in t
press.

3. Ciriteria for selection of contractors were followed.

4. Sufficient time was given to contractors for submission
documentdor pre-qualification
{Code of the relevant department}

Tendering
Check that:

1. Tender was advertised in accordance with the policy of

government.

Bids were invited/received from prpialified bidders

Bids were evaluated and accepted within valigieriod.

Bid security was obtained.

Tenders were opened in the presence of bidders.

Tender sale and tender open register maintenance.

Compare the content of tender with the estimates.

Tender documents were prepared clear, accurate and witho

ambiguity.

9. Cost of administratively and technically sanctioned was recg
in the tender register.

10. Criteria of prebid meetings/amendments.

11.Compare bidding applications and tender register to ensur
accuracy of particulars (e.g rates, quantity etoyted by the
applicant and rates quoted by the contractor were provids
figure and words.

12.There were no interpolations and corrections were made t
tender and all the changes should be approved by the com
authority.

13.Comparative statement of athe bidders was prepared in t
tender register.

14.The basis on which bidding applicat®nwere accepted d
rejected.

15.The arithmetic accuracy of the calculations made in the te
and estimates.

16. Acceptance letters were issued to the successful bidders
bid validity period.

©ONO A WN
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Done WP

Audit Procedure By: Ref.

17.Award of work without open tendering or on the basis of si
tender as per codal rules.
{Rule 20 to 27 of PPR2004}
{Relevant contract agreements

Presentation andisclosure

1. Check that purchase payments are correctly identified in
General Ledger under the correct Object and correctly c
according to the Chart of Accounts by checking for the sal
of transactions that the payments have been correctly ¢
according to the Chart of Accounts codes.

2. Check whether the manager(s) responsible for the purch
function(s) receive(s) timely reports from the General Lec
under the relevant Object Codes and that the informatig
presented in a way that it care hused by the responsik
managers section.

3. Check whether the manager(s) reconcile the information ir
accounting report with the purchases for the period reported

6.19 Audit Programme- Investments

Audit Entity: Audit Period:
Date(s) Conducted

Done | WP

Audit procedure by | Ref.

Approval of investment decision

1. Acquire the investment agreement and minutes of meeting
investment committee (investment targets are fixed).

2. Check that risk factors are kept in view while making investment (a:
through professional judgment).

3. Check that investments are made according to the terms and con
of the agreement and under the approval of investment committ
board of directors where applicable.

Implementation of government instructions

1. Check that the bank/financial institution where money is deposit
hol ding a minimum ranking of [
the standard rating agencies on the panel of State Bank of Pa
(Pakistan Credit Rating Agency, JORS credit raing company,
Moodyds Fitchdés and standard a

2. Prior to placing deposits with bank and in case of working bal
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Done | WP

Audit procedure by |Ref

exceeding 10 million, check that the bank selection has been mg
the basis of competitive bids from at least three inddg@rbanks.

3. In case of working balance exceeding 10 million, check that not
than 50 % of such balance has been deposited with one bank.

4. 1 n case, bank rating drops b
old deposits have been shifted to a bankawith | east 0
one month and two month respectively.

5. Check that the working balance limit of each organization has
determined with the approval of the administrative ministry
consultation with finance division.

6. For Investment in NoGovernment securities, check that the investn
of surplus funds in the non government securities/TFCs/Shares dg
exceed 20% of the total funds under management.

7. Check the nofgovernment investment instruments meet the eligib
criteria* as annexeé

Finance Division, Budget Wing O.M No. F.4(1)/200BR.II, dated

2-07-2003.

e
A

Finance Division, Budget Wing O.M No. F.4(1)/200BR.II, dated
6-09-2005.

Finance Division, Budget Wing O.M No. F.4(1)/200BR.II -460, dated
22-07-2005

Physical verification of investment instruments

1. Checkthat the physical verification of investment instruments is ca
out.
2. Check that all investment instruments are serially numbered.

Recording investments in the accounting record

1. Check that alinvestments have been properly recorded in the boo
accounts. Compare the investment schedule with the ledger ang
records.

2. Explain movements and investigate any unexpected or un
relationship between current period and prior period accounts.

3. Compare investment held at year end with prior year and bud
amounts and enquire the variances.

4. Check that income from investment has been accounted for corti
Perform recalculation of income on investment.

5. Check that the investment has beeoperly classified.
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Done | WP

Audit procedure by |Ref

Approval of disinvestment decision

1. Check that the encashment of investment instruments is mac
favourable rates under the approval of proper authority an
accordance with the withdrawal policy. See the minutes of meeti
which disinvestment decision was taken.

2. Verify receipt of principal and interest income on the investm
matured during the period.

*Eligibility criteria of non-government investment instruments will be as follows:

1.

2.

Non government debt instruments should have a major rating categéAoaind
above.

Public listed shares/units should have a total return comprising the dividend paid and
appreciation in value, which exceeds the average six methsurybill rate forthe

last three years, the formula for the calculation of the total return would be provided
by the Securities and Exchange Commission of Pakistan from time to time.

Initial public offering (IPO) of shares of existing companies should have a track
record of three year profitability at least equal to the average of twenty best
performing companies on Karachi Stock Exchange.

Total investment in debt instrument of a company not to exceed 10% of size of the
issue or 10% of the total size of funds managed byptidic sector entity, whichever

is lower.

Total investment in the shares of a company not to exceed 5% of the paid up capital
of that company or 5% of the total funds managed by the public sector entity,
whichever is lower; and

Investment in shares of Grdeeld projects/companies will not be eligible.

6.20 Audit Programme- Debt

Audit Entity: Audit Period:
Date(s) Conducted:

. Done WP

Audit Procedure By: Ref.

Existence and Occurrence

1. From the debt register of foreign debt (obtained from EA
selectiarge debt obligations.

2. Similarly, from the schedule of domestic borrowing (obtai
from Finance Division, Internal Finance Wing) select large ¢
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Done WP

Audit Procedure By: Ref.

obligations.
3. Obtain the corresponding documents (original agreements
all amendments) for these deltiligations.
4. Alternatively, or additionally, select loan payments from leg
and trace back to debt obligations.
5. Inspect supporting documents for subsequent realizatio
settlement after the end of the reporting time period.

Completeness

1. On the bais of a sample, or complete examination, check it

for receipts and payments in a sample of Monthly Debt Re

and confirm items in Liabilities Ledger.

Send balance confirmations to public debt lenders.

Review accounting records before and after thar yand for

unusual transactions.

4. Perform calculation for recognition of public debt expenditut

5. Check that reconciliation statements are being prepared fol
outstanding balance in Debt Management and Fina
Analysis System (DMFAS) record (fdoreign debt) and thg
these are also reconciled with AGPR.

6. Obtain loan wise reconciliation as per loan register of DMK
and ensure that it is reconciled with AGPR.

w N

Measurement

1. Determine the outstanding balances against each at clg
financial yeai obt ai n previous year
change in figures correspond to aggregated contributio
principal over the year (checking against amortization tg
showing principal and interest components of payments)

2. Also check opening balanchkis year with closing balance lg
year.

3. Seek confirmation of balances from lending institutions
match replies with the amounts shown in the schedules.

4. Check that loan payments are consistent with the agreer
(and/or amendments to the agreements).

5. Where there are variable interest rates, check that the in
rates are consistent with the agreement and that the pay
are correct.

6. Check and verify basis of currency conversions and cor
correctly applied to calculations of payments, receiptd
closing balances of foreign loans.
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Done WP

Audit Procedure By: Ref.

7. Ascertain commitment charges if any and their prg
recording.

8. Ensure that the commitment charges are bifurcated with re
to normal undisbursed loan balances and project delays.

9. Ildentify any payments of penalti¢or late payment or othe
reason) and determine if consistent with agreement clg
(applicable and/or correctly calculated).

Regularity

1. Examine if debt conforms térticle 166 of Constitution and
within limits prescribed by Legislation.

2. Checkthat debt limitations are being complied witBection
3(b) of Fiscal Responsibility and Debt Limitation Act, 2005
Where the total public debt for the year does not exceed 6(
GDP from the year upto June 2013 and be maintained Q
60% of GDP for any givegear in the future.

3. Checkthat in every financial year, beginning from first Ji
2003 and ending 30 June 2013, the total public debt is req
by not less than 2.5% of the estimated GDP for any given
Section 3(c) of Fiscal Responsibility and Debt imitation
Act, 2005

Presentation and Disclosure

1. Check that debt has been properly entered into General L
according to correct classification under Chart of Accaunts

2. Examine reporting and check against data in General Le
and LiabilitiesLedger.

3. Review the classification of public debt instruments to ensu
is in agreement with the legislation, regulations and practice

4. Verify that accounting principles applied are in conformity w
legislation, regulations and applicable accounttagdards.

Payment of Penalties

1. Check for any penalty payments (such as, for example:
a) Late payment of instalment payments; and
b) Early repayment of debts

2. Examine whether these were:
a) Valid payments according to the terms of the agreement
b) Correctlycalculated;
c) Properly authorized; and
d) Where appropriate, fully reported to senior manager
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Audit Procedure

Done
By:

WP
Ref.

with applicable explanation.

3. Determine reasons for penalty payments and whether a
these could have been avoided

4. Conclude whether there were any inappropriaieddions in
the agreements that caused unnecessary or excessive pen
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6.21 Audit Programme- Project Audit

Audit Entity: Audit Period:
Date(s) Conducted:
Audit P q Done WP
udit Procedure By: Ref.

Existence and Occurrence

1. For a sample ofprojects expenditure transactions, ch
whether payments of bills/invoices are promptly and corrg
entered into accounting records.

2. Trace each payment / deposit to relevant bank accoun
check that recipient of payment was the party who carrieg
the work and billed against the project.

3. For a sample of expenditure records in the General Le
and/or project accounts, check that these were corr
charged to the project.

Completeness

1. For a sample of projects, reconcile the total paymehtsng
the year of audit, (as determined by inspection of vouche
from project accounts) with the amount recorded in the Ge
Ledger

2. Take a sample of vouchers, close to the beginning or end
year, and check that the work was conducted (ordg
delivered) in the year against which the cost was allocated.

Measurement

1. Where project bills/invoices are based on volume of mate
used (and/or contract hours consumed) check for a samj
vouchers that the total cost is correctly calculatethe basis o
volume times unit price (and/or number of hours times ho
rate), taking into consideration any discounts / overtime.rate

2. Where payment is based on progress, check a samp
payments to verify that the amount paid does not excee
technical of ficer 6s, or pr g
achieved- and, where feasible, confirm by observation
reading of project progress reports that the stated progres
actually been achieved

Regularity

1. Confirm that for the sample of projects examined, a prd
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Done WP

Audit Procedure By: Ref.

manager was appointed for each project, and given dele
financial powers as laid down intiieDe | egat i on
PoweissuedbyMi ni stry of Financ

2. Check that project payments haween properly authorised, a
there is evidence on file that the work for which the payme
claimed was completed satisfactorily (suitable prog
according to contract agreement, satisfactory quality
according to terms and conditions / specifaas as laid out ir
the contract) and approved by technical officer / pro
manager.

3. Determine whether commitments were recorded, for the sg
of projects examined, in accordance with the accour
policies laid down in Section 4.3 of the Accountirgi€ies and
Procedures Manual

4. Check that no expenditures were made against the proje
any indirect costs, such as interest, depreciation,
administrative overheads unless specifically provided for u
the project budget (as directed under Pafa3.3.4 of the
Accounting Policies and Procedures Manual.

5. Check the compliance of Govt. Instructions regarc
appointment of consultants and consultancy firms have
observed or not.

Presentation and Disclosure

1. For a sample of projects, and (whérere are a large number
payments per project) on a sample of payments, check th
payments are correctly recorded in the General Ledger ag
the project and no payments are made against the projec
are not a valid expense against the mije

2. Review project reports and check on a sample basis that
in the report correspond to the records in the General L¢
(this is more critical if the report is not a computer gener
report)

Appropriate approvals and project controls in pladefore any

commitments, or actions, can be taken on a project

1. Check whether the appropriate project approvals and pr
controls were in place before any commitments were mac
proceed.

2. In particular, ensure that the funds had been allocated t
project before any contractual arrangements were entered i

3. Check that there have been no payments prior to date co
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Done WP

Audit Procedure By: Ref.

signed

Design Assessment (RPICReview)

1. Is the proposed method the best one for the intended objec
2. Are key assumptions @froject design valid?
3. Is the question of sustainability addressed in thelPC

Progress Assessment

1. Is it likely to be completed on scheduled time? Comj
sequence of ongoing activities with the sequence and timi
such activities given in the PCand assess the extent, cau
and impact on project outcome of such deviations. /4
examine opportunity cost of delay in terms of benefits lost.

2. Is it likely to be completed within budget? Examine timing
amounts of releases wisvis budgetary alloation, project
management capacity in utilization of releases (% of rele
made use of in any given year), and impact of patter
releases/utilization capacity on project outcome.

Assessment against the principles of Economy Efficiency 4
Effectiveness (3ES)

Economy:Procurement of inputs at minimum cost.

1. Has project management avoided waste in procuring inf
Focus on timing, volume, and requirement of inputsawiss
project implementation requirement.

Efficiency: Conversion of project inputs into outputs.
1. Is conversion of inputs into outputs optimal? Has duplica
been avoided? Have potential synergies been exploite

converting inputs into outputs?

Effectiveness: How project outputs contribute toward prcie
outcome and subsequently planned impact in the long run.

1. Assess effectiveness from the angles of adequacy, access
timeliness, and coverage »asvis project design.

Where required, an appropriate environmental assessn
relating to theproposed project

1. For those projects in the sample selected, check wheth
environmental assessment is/was requir@dction 12 of
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Done WP

Audit Procedure By: Ref.

Environmental Protection Act, 1997.

2. Where an environmental assessment is required, check wi
one was done (or is beimnipne).

3. Conclude whether the environmental assessment was t
(i.,e. completed before any significant effort or commitme
made on the project) and did not contribute to any se
delays.

4. Note whether actions on the project complied with
conclusios and recommendations of the environme
assessment issued by Pakistan Environmental Prote
Agency.

Decisions to proceed based on appropriate and adeq
information

1. For those projects in the sample selected, check wh
decisions relating tdhe project were made with supporti
analysis and information available i.e reliable estimates of
requirements specified and risks identified and assessed.

2. Where possible, conclude on the adequacy of the analys
do this may require expert opam to guide the auditor}

3. The auditor should note where the decision on the proje
inconsistent with the available analysis

Contingency plans developed for major risk situations, where

feasible

1. The auditor should enquire whether there are policies or
directives regarding contingency planning for specific high
situations (possible labour disputes, availability/cost
particular technologies, environmental constraints, local suj
for the project)

2. For those projects in the samplees¢éd, check whether the
are situations where a contingency plan would be approf
(or required under policy)

3. Where in the opinion of the auditor, a contingency plan w
be appropriate, determine whether one was produced and
its appropriateess for the risks / requirements identified

All prerequisites met before commitments made / or contrg

entered into

1. For a sample of projects, check whether the approp
activities have been successfully completed before enterin
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Done WP

Audit Procedure By: Ref.

next stage othe project

2. In particular, ensure that commitments to proceed have not
made until all substantial requirements have been complet
the previous stage

3. Specifically, no contracts or other written or ver
undertakings have been made before thenieso have bee
allocated to the next stage of the project and all prerequ
have been met

Payments not made until all agreagpon quality and quantity of
materials, construction, etc. are met

1. For those projects in the sample, check whether the
documentation on file to demonstrate that all requirements
met, and approvals obtained, before payments were.made

2. In particular, look for evidence relating to (where approprie
proper inspection carried out, checking that the full amour
matrials supplied, existence of quality control over prod
and services received; proper sigfi procedures followed; etc

3. Where the terms and conditions of the contract were not
check whether the necessary approvals, and correspog
contract amesiments, were obtained to either:
a) waive one or more of these specifications / requiremg

and/or
b) change the amount of payment prior to payment

Appropriate monitoring and reporting of progress

1. The auditor should enquire what policies, directives
procedures exist with regard to the monitoring and reportin
projects (particularly large and/or complex projects)

2. Determine whether there are regular project reports (quarte
annual) containing information on the following;

a) the progress of the gext;
b) expenditures against budget;
c) forecast of total completion cost and completion date;
d) project difficulties and/or delays;
e) proposed corrective actions;
f) Contingency plans.
{PC-lll & PC -V}

3. Assess the quality of information contained in these reports
conclude whether the entity conducts appropriate monitg
and reporting of progress.

Corrective actions taken in a timely and effective manner
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Audit P q Done WP
udit Procedure By: Ref.

1. If any of the projects in the sample encountered problen

setbacks, examine what issues had toebelved
2. Conduct an analysis of what corrective actions had

identified as necessary
3. Document what actions were taken and conclude whether:

a) these were taken in a timely manner

b) at a reasonable additional cost (compared to action p

available), ad

c) impacted on the success of the project
Testing conducted to ensure all components are in operatid
condition
1. For those projects in the sample that have been comp

check what actions were taken to assure that the faci

equipment Lomputer system / or other output met the orig

(or amended) requirements
2. Was a commissioning report (or report on satisfac

completion of the project) producégeC-1V} .
3. Did this report, or other communications indicate example

deficiencies (ounsatisfactory performance)
6.22 Audit Programmegz Fixed Assets
Audit Entity: Audit Period:
Date(s) Conducted:

. Done WP
Audit Procedure By: Ref.

Existence

1. Check that the department has maintained fixed asset regig
accordance with the provisiaf APPM {Form 13A}.

2. For a sample selected out of the Fixed Assets Register th;
assets physically exist and that they comply with the informg
in the Regster regarding location, asset identification numl|
description, classification, and other relevant information.

3. For the sample of assets, check that they are correctly identif
the Fixed Assets Register under the correct Object and cor
codedaccording to the Chart of Accounts by checking for
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Done WP

Audit Procedure By: Ref.

sample of transactions that the payments have been cor
coded according to thehart of Accounts.

4. Check thatall the additions (purchase / transfer in) and delet
(sale of fixed assets have beproperly incorporated in Fixe
Asset Register.

{Para 154 to 163 of GFR Voll}

Completeness

1. Check for a sample selected out of the Fixed Assets Registg
the assets physically exist and that they comply with
information in the Registeegarding location, asset identificati
number, description, classification, and other reley
information{Rule 159 of GFR Voi1}

2. Check from physical inspection of a sample of assets on sits
they are entered into the Register and that the information i
them is accurat¢Rule 160 of GFR Voit1}

3. Check for a sample of expenditures that they have been rec
correctly in the kxed Assets Register and that they are on |
according to location and that they are operational and |
used{Rule 148 of GFR Voil}

4. For any items still in storage, or naommissioned, determin
their reasons for nefunctional state{Rule 162 ofGFR Vol-1}

5. For any assets not delivered, determine why payment was
before delivery{Rule 11 & 12 of GFR Vo}1}

Measurement

Purchases

Check for a sample of additions that:

1. Budget was approved for the particular purch@Rele 11 & 12
of GFR Vol-1}

2. Purchase Indent is approved by the competent authority.

3. Tendering process was done in accordance {iithe 20 to 27 of

PPR 2004}

4. Purchase Order generated in favor of selected/approved supj

5. For the sample of purchased items during pedodited, checl
that the cost listed in the Fixed Assets Register is the same
purchase price (including cost of installation & commission|
and check against supporting documentation.

Transfer in

1. For items transferred in, check whether any tranpieyments
were made and if so whether for an appropriate amount.

2. Ensue that any donation/gift of fixed asset received, mel
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Done WP

Audit Procedure By: Ref.

requirements of the{Accounting Policies and Procedures
Manual- APPM [13.4.3- Donations/gifts of fixed asset$]

Subsequent Qaitalization
1. Review any expenditure on improvements to assets and |
that these have been identified as capital expenditures.

Disposal
Check for a sample of fixed assets disposal that:

1. Whether proper authority was obtained to dispose of the asse

2. Thatan appropriate price was obtained (either by a compe
bid process or by benchmarking the value of the asset b
determining the price)

3. Where possible, compare prices obtained for similar asset;
investigate any assets apparently sold beloweval

4. For any revenue, check that this was properly recorded i
General Ledger, or other account
{Para 166168 of GFR Vol-1}

Transfer out

1. For items transferred out, check whether any transfer rec
were obtained and if so whether for an appropaateunt.

2. Check the accumulated depreciation of the assets transferrt
has been excluded from the accounts.

3. Check that any income earned on the transfer out of fixed &
was correctly recorded.

4. Confirm that assets were received by the organizatmmghich
they were transferred.
{Para 150 & 166168 of GFR Vol1}

Land Acquisition

1. Check that acquisition of land was made after proper evalu
and award under the rules.

2. Land acquired was in public interest within the ROW of ro;
building.

3. Land award announced within one year in ordinary case
within six month in emergency case (U/S 17.4(6)
responsibility fixed for extra cost caused due to delay regai
revised land rate or interest beyond six month a<Cpeause 7 of
Land Acquisition Rules 1982

4. Check that name of land owner, actual acquired area,
applied for land or other item in land award.

5. Check that mutation of land acquiredthe name of Govt. done.
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Done WP

Audit Procedure By: Ref.

6. Check that proper account of PLA (Assignment Account
available foradvance obtained in each case for land acquisi
Reconciliation made. Vouched account issue to concern be
refund of unspent balance.

7. Check that PLA pass book and voucher slips for each act
was available.

{Land Acquisition Act 1894 ChapterSecton-4, 5, 6, 10, 11
16,17 & 23

Ownership of Fixed Assets

1. For assets examined, check, where appropriate, that
government has clear ownership and title to the asset.
check is more likely to be important for any used items acq(l
(equipment, buildings, etc.) or for any construction on Ig
where the gvernment may not have clear ownership of the Taj
particularly in the case of new road constructifffara 148 of
GFR Vol-1}

Presentation and Disclosure

1. Through analytical procedures, and by examining changes
previous years audited statementdieck that the financig
statements are consistent with the information on the Fixed A
Register and entries in the General Ledger.

2. Check that fixed assets are correctly identified in the Fixed As
Register under the correct Object and correcthedaatcording
to the Chart of Accounts.

3. Check whether reconciliation is being prepared that reconcile
changes in the Fixed Assets Register with the acquisitions
disposals of assets for the period reported within the Ge
Ledger and that theseeacorrectly presented and disclosed in
Financial Statements.

6.23 Audit Programme- Grants-in-Aid and Contributions

Audit Entity: Audit Period:
Date(s) Conducted:

Done WP

Audit Procedure By: Ref.

Existence and Occurrence
1. Select a sample of transacticasd check that the sanction necesg

of grant inaid exists{Para 206 of GFR Vol1}
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Done WP

Audit Procedure By: Ref.

2. Check thakevery order sanctioning a grant spiestlearly the objec]
for which it is given and the conditions, if any, attached togtiaat.
{Para 207(1) of GFR Vol-1}

3. In the case of nerecurring grants or specified objects, the on
should also specify the time limit within which the grant or €
instalment of it is to be spefPara 207(1) of GFR Voll}

4. Check payments of grantontribution entered into ledger for corrg
year.

5. Confirm that the payment was made to correct payee by comg
information on cheque register with details on grant / contriby
information

6. At least for large transactions and transactions closeaiogral, may
decide to contact recipient of grant / contribution to ob
confirmation that the monies were spent on what was agreed
these are distant from site where conducting audit, may
confirmation in writing from DDO or independent party)

Completeness

1. Ensure thatri cases in which conditions are attached to the utilisg
of a giant in the form of specification of particular objects
expenditure or he time within which the money must be spen
otherwise, the departmental officen whose signature or count
signature the grasih-aid bill was drawn should be primari
responsible for certifying to the AccountagBeneral, wherg
necessary, the fulfilment of the conditions attaching to the g
unless there is any special rulecoder to the contran{Para 208 of
GFR Vol-1}

2. Reconcile total expenditures on grants / contributions with the an
recordedn theAppropriation Account for that yegPara 89(viii) of
GFR Vol-1}

Measurement

1. Check that bfore a grant is paid to amyblic body or institution, the
sanctioning authority should as far as possible insist on obtainit
audited statement of the account of the body or institution concg
in order to see that the grantaid is justified by the financig
position of tle grantee and to ensure that any previous grant
spent for the purpose for which it was intendétlle 207(3) of GFR
Vol-1}

2. For a sample of contributions, check those payments unde
agreement were fully supported by proper documentation

3. Check that the calculations supporting payments under
contributions program were accurate and included only allow
expenses under the agreement

4. Check thatiny portion of the amount which is not ultimately requi
for expenditure upon that object should dedy surrendered t(
Government{Para 209(ii) of GFR Vo}1}
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Done WP

Audit Procedure By: Ref.

5. Check for any duplicate payments

Regularity

1. Ensurethatthere has been proper authority to enter into the proce
supplying the grants / contributions and that size of the gra
contributions is within the authority limit of the authorizing officer

2. Check that the expenditure is consistent with the nature of
appropriation to which it was chargeg@heck for each in the sampl
whether the particular grant / contribution is a correcteagjiure
against the budget.

Grantsin-aid and contributions are administered properly

1. Review the procedures used for administering the program, inclu
a) Information about the program
b) Application forms
c) Criteria for qualifying / selecting
d) Reviewcommittee (or other decision making body)
e) Authorization of awarding grant / contribution
f) Documentation of rejection / letter of rejection
g) Documents for making offer: conditions of funding (agreeme
letter of offer)
h) Acceptance by recipient of conditioatfunding
i) Basis of providing funds
i) Authorization of payments
k) Reporting requirement (by recipient)
2. Assessment of procedures as to whether they provide ade
controls over the program

Presentation and Disclosure

1. Check that the grants / contributipayments are correctly identifig
in the General Ledger under the correct Object and correctly q
according to the Chart of Accounts

2. Check whether reconciliation is being prepared that recontike
information in the accounting report with the gmsantcontributiong
payments made for the period reporsetd that these are correc
presented and disclosed in the Financial Statements.

6.24 Audit Programme- Accounts Compilation

Audit Entity: Audit Period:
Date(s) Conducted:

Done WP
by Ref.

Audit procedure
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Done WP

Audit procedure by Ref.

Preparation of Budget and its approval

1. Check the budget preparation is in accordance with codal provisio
approved by the competent authority.

2. Check the actual budget allocation towards the expenditures / revg

3. Check the budgetppropriations and fappropriations towards th
actual expenditures.
{Para 66 to 82 of GFR Vol1}

Preparation of Financial Statements

1. Checkthat the components d¢inancial Statements were prepared
accordance with the applicable laws atdounting standards.

2. Check the existence of assets/liabilities in the accounts.

3. Check the aging of accounts receivable and identify any n
outstanding balances

4. Checkappropriate action has been taken to recover long outsta
balances

5. Check that bd debts have been recorded for long outstanding bala|

6. Check the financial statements were audited by the comme
auditors

Operation of bank accounts

=

Check the Govt. policies towards operation of bank accounts.

2. Calculate the financial impact afion-compliance with the Gowvi
polices andcheck that appropriate action has been taken againg
responsible persons.

3. Checkthat, monthly bank reconciliation statement was prepared

differences were identified.

Accounting for foreign currencytransactions and interest payments

1. Check that the payments of foreign currency are in accordance wi
provisions of loan agreement.

2. Check that the foreign currency transactions are recorded in accol
with the applicable accounting policies.

3. Checkthat the interest calculation and payment are according t
terms and conditions of loan agreement.

Accounts prepared on prescribed Performa

1. Check that the monthly accounts were prepared on the prescribed
format and Perfor mabs.

2. Check therinancialStatements are prepared according R\Fof
NAM and in accordance with IPSAS Cash Basis.

3. Check that expenditure was properly classified and booked to its
relevant head of account.

4. Check that alltransfer entries were incorporated in thEinancial
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Audit procedure

Done
by

WP
Ref.

Statements

Ensure that the disclosure requirements of FRM and IPSAS Cash
are complied with.

{Article 282-288 of Account Code Viume-lIi}

{Financial Reporting Manual}

{IPSAS Cash Basis of Accounting}

Cash Book

N

©CoNoOTA®

Check that no page was missing.

Check that page count certificate properly recorded bticeunts
Officer.

Check that all cheques were entered in the cash book.
Check that all receipts entered in the cash book.

No fluid / eraser were used.

Check that no page of cash book was left hlank

Check that cash book was closed at the end of month.
Check that calculations/totals were correct

Check that closing balance was correctly brought forward.
{Article 80-85 of Account Code Volumdll}

Cheque Books

PR

o 0

Check that no cheque was missing.

Check that all cheques were serial numbered.

Check that counterfoils were intact.

Check that amount of counterfoils tallies with the amount enterg
the cash book.

Check that all cancelled cheques were available.

Check that entries for cancelled/lost/egd cheque made ¢
counterfoil.

Sub-Cash Book

1.

Check all bills drawn on DO like pay and allowances, TA/DA
contingencies, GPF Advances / Final payment, Motor Car/C
Advance, Cycle Advance etc. entered on receipt side of cash boo
Against thebills drawn payment to official concerned properly ente
on payment side.

Unpaid amount deposited into treasury / short drawn

Entries in cash book was correct according to monthly pay
schedule issued DO.

Cash Book closed monthly and signed by@D

{Article 80-85 of Account Code Volumdll}
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HEEEEEN
EEEEE Chapter 7
.=== AUDIT EVALUATION AND REPORTING PHASE

7.1 Introduction

There are two audit phases covered in this section namely, Evaluation of Audit
Findings/Results anBeporting of audit conclusions

Evaluation of Audit Findings/Results

By the end of the fieldwork stage, the auditors will have completed their @oditammes

and documented the results of their work. Part of this work would have involved the
identification of monetary errors, compliance with authoritglations, internal control
deviations, etc. These errors and deviations need to be dealt with during the evaluation phase.

Error evaluation is done in stages. Fitbe auditor reaches a conclusion on the results of
each test. Next, the auditor reachesoaclusion on each component. Finally, the auditor
reaches a conclusion on thi@ancialStatements as a whole.

The optimum mix of tests of internal controls, analytical procedures and substantive tests of
detail for one specifidFinancial Audit or Compliance with Authority objective for one
component may be totally differefrtom anotherobjective or component. AppendD of

FAM provides a nostechnical discussion on the theory behind the overall error evaluation
processi how the auditor can combirgifferent sources of assurance to reach an overall
conclusion on th&inancialStatements.

Reporting of Audit Conclusion

Theauditor normallyissues:

1 A formal opinion or a disclaimer dfinancialStatements and
1 Long formrepogc ont ai ni n senatiodsirdsudtingsfrom @ompliance with
Authority Audit and Performance udit.

The audit report is issued by the external auditor as a result of an external audit or evaluation
performed on a | egal entity or Tkeurgpdriisi si on
subsequentlyprovided to the auditee orgaai®n in orderto enable theuses to make

decisions based on the results of the audit.
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Whatever the audit type, the same considerations apply:

Audit reports should be easy for entity managenentad (brief and clear);

The Audit reports will be read by Parliamentarians, the media and the public and
should be written with a minimal technical terminology and not assuming a prior
understanding of the detailed business of the entity;

1 The contents of the audit report should focus only on material and significant matters;
1 Any conclusions and recommendations should be useful; and

1 All audit observationshould be fully supported by reliable and sufficient evidence.

)l
)l

72 4AEA ' OAEO 4dlitys O 2AO0DI

It is the duty of the auditor to complete audit in the light of audit objectives and arrive at
reliable conclusions for the purpose of audit. In addition, the auditor needs to identify any
weaknesses in internal controls, any errors and/or ulaeties, and potential risks or
exposures of the orgaation and issue recommendations accordingly.

It is critical that the audit team works diligently through forms and schedules in the
Evaluation and Reporting section tfe Audit Working Papers Kisince it provides the
documentation that supports the Audi®e ner al 6 s opi ni dinancial n t he
Statements and compliance with government rules and regulations.

The audit team leader will ensure that each form is signedesiewed and appwed by an
appropriate official before it is considered complete.

It needs to be highlighted that the audit strategy and methodology recommended under FAM
provide for continued quality assurance through all the phases of audit. While reviewing the

reportirg phase, the functionaries entrusted with the quality assurance of audit should ensure
that the various steps recommended in these Guidelines and respectivgif@ms the

Audit Working Papers Kihave been followed in all respects.

The following tods are provided to ensure the quality of the audit@sinion on the
FinancialStatementandthear audit report

a) Management representation letter

b) Audit completion checklist;

¢) Memoranda recommending signatuard
d) Quality assurance checklist

These documents and the diligent performance of quality assurance procedures given in
section 15 of FAM help ensure that the DAGP has the audit evidence that it requires, and that
the AuditorGeneral is signing the most appropriate opinion and apprdkiengompliance

with Authority report based on valid audit findings.
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A formal process, governing how audit observations are developed, cleared and reported in
the most appropriate reporting styknsures quality. This process hetpsensure that the
contents of the report are correct, and that the findings, conclusions and recommendations
contained in the report are easily understood and appreciated by the readers of the reports.

Detailed guidance is provided in the following sections of the FinaAa@ik Manual:
Chapter 10 Evaluating Audit Results
Chapter 11 The Reporting process
Chapter 12 The Audit Report

To facilitatethe auditor® understanding of the reporting process, the Reporting Cycle of the
DG Audit (Federal Government) is given below.

Reporting Cycle of Compliance with Authority Audit

Development of Draft Audit Report (DAR)

Departmental Accounts Committee (DAC) meeting
Quality assurance review BAGP

Audit report issued to President

PrePAC meeting witithe AGP orAdditional Auditor-General
Public Accounts Committed®AC) Meeting

oghwnE

The following paragraph explains the various steps of the Reporting Cycle.
Development of Draft Audit Report (DAR)

i) The reporting cycle begins by issuing Observations Statements (OS) during field
work.

i) Audit and Inspection Report (AIR) is issuedtb@ PAO based on initial management
response on the OS.

iii) Management response is obtained on the AIR.

iv) Draft Audit Report (DAR) is prepared by incorporating management response on the
AlIRs.

v) Internal Quality Control Checks are performed by supervisors to ensure that the
information given in the DAR is complete, relevant and supported with audit
evidence.

vi) The DAR is issued tdhe PAOs for Departmental Accounts Committee (DAC)
meeting.

vii) The maras finalized for Adit Report are retained in the AR section, while those which
cannotfind a place in the Audit Report are sent back to the concerned IR sections.
These Paras are compiled and issued as MFDAC by the IR sections for further
pursuance. The MFDAC is compileddaissued on a yearly basis to respective PAOs.

Departmental Accounts Committee (DAC) meeting
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i) Paras and their replies are discussed with the respective PAO.

i) Minutes are prepared and signed.

iii) DAR is updated based on the DAC minutes.

iv) Further Audit commentare incorporated in the end as a final recommendation of the
Audit Para.

v) Final Audit Report is prepared PAO wise and is sent to the AGP office for Quality
Assurance Review.

Quality assurance review &IAGP

i) Quality assurance is carried out using DAG&uality assurance framework.
i) The framework ensures that the work is perforraseéfficiently and effectively as
possible and complies witNNTOSAI Auditing Standards

Audit report issued to President

Under Article 171 of the Constitutipmeports of theAuditor Generalof Pakistanshall be
submitted to the President, who shall cause them to be laid before the National Assembly

Pre-PAC meeting with the AGP or Additional Audi#@eneral

i) PrePAC meeting is held with the AuditoGeneral of Pakistaor the Additional
Auditor-General .The auditparas are discussed thoroughly before being presented at
the Public Accounts Committee (PAC) meeting.

i) During the PreePAC meetings, the audit observations are catsgdraccording to
their significance. Casesyhere remedial measures have been taken by the audited
departments, are also marked for the consideration of the PAC

Public Accounts CommittePAC) Meeting

i) TheDirector General Audit Federal Governmenon behalf of théGP supports the
PAC for appropate actionagainst the paras included in thedit Report

i) ThePAC accordinglydisposes of thauditparas by giving necessary directives to the
executives/PAOs.

7.3 Documentation in Evaluation and Reporting Phase

Titles of various forms specified in the Audit Working Papers Kit are listed below:

1 Internal Control Weaknessédmpact Analysis *
1 Analytical Procedure Thresholds
1 Evaluation of Analytical Procedures *
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Evaluation of Internal Control Deviations *
Substarive Tests Evaluation Projectable Errors from Sample
Substantive Tests EvaluatiorNon-Projectable Errors
Substantive Tests EvaluatiorSummary

Achieved Level of Assurance Form

Error in Each Component

Overall Error in Financial Statements
ComplianceWith-Authority Violations *

Checklist of Management Representation Letter
Sample Management Representation Letter

Audit Completion Checklist *

Memorandum Supporting Signature

Audi tords Opinion

Follow-up Continuity Schedule *

Quiality Assuranc€hecklist *

=2 =20 _0_9_9_95_42_42_9_2°_2_-2°_-2._-2-

Note: These forms recommended under FAM and Audit Working Papers Kit essentially
meet the requirements of Certification Audit. However, some of these forms, marked
with asterisks (*), can also be used for Compliance with Authority Audit.

The following paragraphprovide generafuidance for usinghe above mentionefbrms
Instructions for filling in these formare contained in thAudit Working Paper<it which
the auditors are required to follow.

7.4 Internal Control Weaknesseg Impact Analysis

This form tracks thélisposalof internal control weaknesses identifi@gdthe time of applying

ICQs during the performance of audit. Each control weakness should be noted. Each
weakness indicates whether the entity management agrees withth¢ aud 6 s assessm
the weakness, and whether the weakness is so significant that it affects the audit plan and will
require additional unplanned audit work to be performed.

7.5 Analytical Procedure Thresholds

Analytical procedures work by comparing an actual value fronfritiencial Statements with

a baseline value (normally the comparative figures of previous audit year is used as baseline
value). If the difference between the actual value and the baselire eseceeds a certain
threshold, then the analytical procedure has not provided the required assurance, and
additional audit work may be required.

This form is used to calculate the thresholds that the auditor should apply to each analytical
review procedre used in audit. Complete instructions are provided on the form.
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7.6 Evaluation of Analytical Procedures

The auditor will complete this form to determine whether each analytical procedure has
provided the required assurance. The auditor will describeatzeused, its observed value

and the baseline value, and a comparison of the difference with the threshold calculated on
the Analytical Procedure Thresholds form.

If the difference exceeds the threshold value, the auditor will obtain an explanation from
entity management which will be recorded on
The auditor will decide whether the explanation of the difference is accepthhlee

difference warrants a 1f@&sessment of audit risk, reduced reliance on acallytrocedures or

an increasén substantive tests of detaith,e audi t or 6s deci sion is re

Note: See Appendix E of FAM for a full discussion of Analytical Procedures.
7.7 Evaluation of Internal Control Deviations

Using the datérom the number of control deviations fouimdthe Internal Control Deviations

forms, the auditor follows the steps in this form to determine whether the control deviations
lead to a conclusion that these may be relied upon or whether the deviations waerant a r
assessment of control risk, reduced reliance on controls or an increase in substantive tests of
details. The auditordés decision is recorded

7.8 Substantive Tests Evaluatiorz Projectable ErrorsFrom
Sample
The auditor enters each projectableor from the Substantive Test Sample Summary form,

separating overstatements and understatements, following thdysségp instructions
provided on the reverse of the form.

7.9 Substantive Tests Evaluatiory Non-Projectable Errors

The auditor entereach norprojectable error from the Substantive Test Sample Summary
form, plus errors from the Substantive Tests of High Value and Key Items and Errors in
Accounting Estimates separating overstatements and understatements. These are summed at
the bottom othe form.

7.10 Substantive Tests Evaluatiox Summary

The auditor uses this form to calculate the figures of most likety @vILE) and upper error
limit (UEL) for over and undeistatements based on the evaluation of sample results for
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Projectable and Noprojectable errors from the preceding two forms. This is done by
carefully following the stefby-step procedures included in the form.

The MLE andUEL are then compared with the previously calculated materiality amount to
determine whether the results of the audit are satisfactory or not, to provide the auditor with
the basis for his/her conclusion.

7.11 Achieved Level of Assurance Form

The AuditPlarwas based on the audit teamds esti mat
achieved with respect to Inherent Risk, Control Risk, Analytical Review and Substantive Test

of Detail (see Source of Assurance Form) in arriving at the desired level of ateeistalor

this audit.

While the assessments should be made for Eawncial Audit objective andCompliance

with Authority Audit objective for each component, the form permits the auditor to list more
than onesuchspecific objective and/or componerdn each form. This is because the auditor

will likely have planned to use the same sources of assurance assessments for several
different objectives and components, and will, therefore, have listed more than one
component, specifi€inancial Audit objective and relatedCompliance withAuthority Audit
objective on his/her Source of Assurance form.

This form is designed to assist the auditor to determine whether he/she has achieved the
desired level of overall audit assurance (i.e. reduced audit risk tegdired level). Detailed
instructions are provided on the reverse of the form.

7.12 Error in Each Component

Before evaluating error in thiéinancial Statements as a whole, the auditor uses this form to
evaluate the error in each component. The auditdigwing the directions on the form,
completes one form faeach component being audited.

The information on this form is consolidated in the Overall Error in Financial Statements
form.

7.13 Overall Error in Financial Statements

This form is designed teummarse errors in theFinancial Statements first the errors in
receipts/revenues, expenditures and net income, and then the errors in assets, liabilities,
equity and opening residual equity. The last table of this form then shows the overall most
likely errors in assets, liabilities, receipts/revenues, expenditures, equity and opening residual
equity, culminating with a Summary of Most Likely Errors.

7.14 ComplianceWith Authority Violations
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This form is used to capture information on each violation ofpdiaimce requirement. For
example, an entity may have reported urgfgending a particular grant, whereas the auditor
has concluded that expenditures have not all been properly charged to that grant. This type of
error, and other compliance violations, wibble evaluated using this form.

7.15 Checklist of Management Representation Letter

During the course of the audit, entity management will have provided the auditors with
financial and many other pieces of information, both verbally and in writing, which the
auditors will have relied on during the audit. The audit team should draft a Management
Representation Letter that the entity management will sign to acknowledge in writing their
responsibility for the completeness and accuracy oFth@ncial Statementsand for all other
representations made to the auditors.

This checklist will help the audit teaascertain whetheall necessary matters are properly
referred to in the Management Representation Letter.

7.16 Sample Management Representation Letter

This form provides the audit team with a sample letter to use as a starting point in obtaining a
Management Representation Letter for their particular audit. This lettereissamportant
component of the audit as it clearly establishes that management issibpdar the

Financial Statements presented to the auditors and for all additional information provided by

t hem. |t wi || hel p focus managementds atten
participation in it.

7.17 Audit Completion Checklist

Before the AuditoiGeneral or other delegated DAGP official signs the final audit report for
presentation tthe Parliament, they must be satisfied that the audit team has diligently carried
out a proper audit. This checklist will be completed and sidgpyethe DirectorGeneralof

the particular audit to confirm that the audit has been conducted in accordance with the
DAGP audit standards.

7.18 Memorandum Supporting Signature

The Audit Completion Checklist provides the official signing the audit with assaamaut

the audit procedure but not about tinancial Statements or audit findings. This
Memorandum provides the signing official with this additional information and will provide
the basis for a briefing on the conduct and conclusions of the audit.
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719 AudE O1T 06 O / PET ET 1

Based on the work of the audit team, the Aud@@neral prepares audit reports, which also
contain the Auditords Opinion. The audit tec
is appropriate in the circumstances.

Chapter 12 of FAMprovides extensive discussion on the Audit Report. All auditors should
be familiar with the concepts presented in this chapter since all the audit work they perform
culminates in the Audit Report.

The Audit Working Papers provide examples of the differstandard audibpiniors:
Unqualified Audit Opinion; Qualified Audit Opinioii Scope Limitation; Qualified Audit
Opinioni Departure from Governmentds Accounting
Uncertainty; Qualified Audit Opinion Inappropriate Acounting Policies; Adverse Audit
Opinion; Disclaimer of an Opinion.

Audit teams should be prepared to recommend Qualified, Adverse or DisctHimgnion

where circumstances warrant. The purpose of these opinions is to highlight situations where
governmat policies are not being followed so that corrective action can be taken and
improvements can be made. It is likely that many audits will result in Qualified, Adverse or
Disclaimer of opinion during the first years of applying the new audit paradigmit asll

take the audit entities some time to bring their accounting practices fully up to the new
standards.

7.20 Follow up Continuity Schedule

Follow up is an integral part of the audit
unless any errors ateficiencies identified during the audit have been cdgreaddressed.

Both the DAGP and the Public Accounts Committee (PAC) should check that the entity
officials take action to correct all errors found, and deal with all the recommendations made.

The entity officials themselves are responsible for ensuring thatEimaincial Statements

and that their internal control structures are operating as efficiently and effectively as
possible. They should be encouraged to view the auditor as an dflig iandeavour and
should actively work with the auditor to address any concerns.

To achieve these objectives, there should be a formal follow up of Begylarity Audit.

All observations, conclusions and recommendations should be pursued and reptirted un
they are satisfactorily dealt with, or until circumstances have rendered them no longer
relevant.

The followrup phase involveshecking the relevant record pertaining to observations raised
ata later date to determine if entity officials have:

1 Corrected errors identified during the audit; and




Federal Government OperatioAadit Guidelines

1 Implemented recommendations made by the auditors.

The errors identified during the financial audit could include:

1 Monetary errors or related compliance with authority violations that led to a
reservatoninth@eudi t or 6s opinion (a qualified,
and

1 Other monetary errors and compliance with authority violations.

Recommendations made by the auditor can relate to:

Reservations being expressed in the audit report;

Comments on theofm and content of théinancial Statements;

Comments on the accounting policies used to prepafiéribacialStatements;
Compliance with authority violations;

Internal control weaknesses; and

Performance (valuér-money) matters.

= =4 =48 -4 -8 -9

Audits frequently identify situations that require follays in the following years. For
example, controlfailures in one year should result in recommendations for future
improvements, so future audits should see if the recommendations have been followed.

This form summases issues that previous audits have identified and tracks how they were

C

handled in the current yearo6s audit and whe

required.

Note:P|l ease refer to Chapt er detdisdanteslbject. Fol | ow
7.21 Quality Assurance Checklist

Just as the auditors ar e conchknantial@atementssh t he
they must check the highest quality of their own work, if they are to earn and keep their
professional edibility. Consequently, quality assurance procedures are implemented through
comprehensive working papers and saffs throughout the audit. At the conclusion of

audit, an appropriate official should review the audit files to cindetherthe audit tam has

fulfilled all the requirements of a quality audit.

It is emphased that the primary purpose of this pastit review is to encourage continuous

i mprovement in the quality of the DAGPO6s wo
criticize thework of the audit team or individual auditors. In this spirit, those being reviewed
should be comfortable in offering their own suggestions as to how the audit could have been
performed more effectively or efficiently.
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7.22 Centrally Led Audit

As discussedni the Planning Chapter at 5.31, in case of centrally led audit, there will be a
division of responsibilities between the central team feld audit teams of the same
directorate or othatlirectorats.
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KEY TASKS AND RESPONSIBILITIES

8.1 Introduction

With the up gradation of the sectoral Guidelines it was felt that key tasks, revised roles and
responsibilities need to be assigned for effective and structured impléoreraé these
Guidelines. This section of the Guidelines specifies key Tasks and Responsibilities of various
functionaries in a Field Audit Office (FAO) involved in performing audit related tasks during
the course of the audit cycle. Main areas for whiely Kasks and Responsibilities have been
defined are given below;

Permanent File

Audit Planning Phase

Audit Execution Phase

Audit Evaluation and Reporting Phase
Quiality Assurance

= =4 4 -4 A4

The purpose of the key Responsibility Matrices given at the end of this section is to provide
the functionaries with an overview of their roles and responsibilities in the Audit Cycle.
Moreover this will also serve as a monitoring tool and will facilitatemeasuring the
performance of the personnel involved in various phases of audit.

8.2 Assigning Roles and Responsibilities

These Key Tasks and Responsibilities have been developed for the four standard tiers of
functionaries in an FAO. They are Audit O#i¢Assistant Director, Deputy Director,
Director and Director Generdt.is recommended that functionaries below this level may not

be involved in the auditing processes. However, in cases where the DG of an FAO considers
appropriate, he may assign thespensibilities of an Audit Officer to an Assistant Audit
Officer.

In all cases where key tasks have been assigned to a functionary and that functionary is
temporarily or structurally not available in the office, the head of the office will be required
to assign the key tasks and responsibilities appropriately.
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The Director General will be required to assign specific responsibilities to all the officers in
the FAOs for each audit and the performance of officers can then be monitored accordingly.

For HighProfile Audits and studies of public significance, the DG may like to raise the level
of the audit team by substituting Audit Officers/Assistant Director with Deputy Directors and
Directors. The roles and responsibilities which are specified in thi®sguirtain only to the

Audit Cycle. For other functions like clerical record keeping, administration, budgeting etc,
the existing job descriptions available in the FAO should be used for defining the key tasks in
each area.

8.3 Key Tasks and Responsibilities: Permanent File

RESPONSIBILITIES
Guideline
Reference TASKS AO/Assistant | Deputy | ... | Director
Director Director General

4.4 Developing and Updating
the control sheePF

4.5 Updating Status of Entity P R
Form/information.

4.6 Gathering and updating P S R
financial & Operational
background Information.

Documenting the P SR
Background Information.

4.7 Listing all the possible P R
Auditable Locations.

4.8 Listings of names addres P R
and account no of all Ban
Accounts in the nameof
Entity.

4.9 Documentation and Listing P R
Authorized Signatories.

4.10 Listing External Factor P R
related to performance ¢
the operational activities g
an auditee.

4.11 Listing the accounting P R

records maintained by th
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auditee.
Development of a brie| P R
description of the
accounting system used [
the auditee.

4.12 Listing Key Contacts. P SR

4.13 Listing Significant Audit P SR A
Areas.
Updating determination o P R
components.

4.14 Listing Significant P R
Accounting Policies.
Update and review o P R
Significant Accounting
policies.
Review and Sign Off of al R A
the forms within the
Permanent File.

A= Approve, R= Review, S=Supervise, P=Perform

8.4 Key Tasks andResponsibilities: Audit Planning Phase

Guideline RESPONSIBILITIES
TASKS AO/Assistant | Deputy : Director
Reference . . Director
Director Director General
P

Determining Audit objectives and
scope.

5.5 Listing/ Updating Points for attentior P S R
at nextaudit.

5.6 Preparing/Issuing Entity P R A
communication letter.

5.7 Preparing Audit planning P R
memorandum.

5.8 Revising Memorandum on pest P R
planning changes.
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RESPONSIBILITIES

Guideline
Reference

AO/Assistant
Director

Director
General

D_eputy Director
Director

5.9 Scheduling Important dates. P R

5.10 Preparing Tour Program.. P S R A

5.11 Pursuing Information requested fron P S
entity officials.

5.12 Preparing Materiality assessment P R A
form

5.13 Computing Expected aggregate err( P R
and planned precision form.

5.14 Preparing Audit risk assessment for| P R

5.15 Preparing Inherent risk assessment P R
form.

5.16 Developing Internal control P R
guestionnaire controls for overall
environment.

5.17 Documentation of the internal contrg P R
guestionnairé general computer
controls.

5.18 Documentingnternal control P R
guestionnairé application controls.

5.19 Developing Control risk assessmen P R
form.

5.20 Documenting Analytical procedures P R
assurance form.
Updating optimum combination of P R
procedures.

5.21 Documenting Source @fudit P R
assurance form.

5.22 Listing all applicable laws and P S R
regulations.

5.23 Documenting and Updating Sample P S R
selection checklist.

5.24 Preparing High value item selection P R
form.

5.25 Preparing Key item selection form. P R

5.26 Computing Sample sizing for tests ¢ P R
internal control.




RESPONSIBILITIES
AO/Assistant | Deputy Director
Director Director Director General

Guideline
Reference

5.27 Calculating Sample size for P R
substantive tests of details.

5.28 Documenting Checklist of accountin P R
estimates to be reviewed.

5.29 Recording Points for attention at ne P S R
audit.

5.30 Documenting Audit planning P R A
checklist.

A= Approve, R= Review, S=Supervise, P=Perform

8.5 Key Tasks and Responsibilities:  Audit Execution Phase

Guideline RESPONSIBILITIES
TASKS AO/Assistant | Deputy . Director
P R

Documenting Summary of Analyticg
Review Procedures Performed.

6.5 Documenting Details of Analytical P S R
Review Procedures Performed.

6.6 Documenting Internal Control P R
Questionnaires.

6.7 Documenting Internal Control P R
Deviations Form.

6.8 Preparing Internal Control Deviation P R
Summary.

6.9 Preparing Compliance Summary. P R

6.10 Documenting Substantive Tests of P R
Accounting Estimates.

6.11 Identifying and listing Errorén P R
Accounting Estimates.

6.12 Documenting Substantive Test P S R
Sample Summary for each Audit
Program.

6.13 Preparing Substantive Test of High P R

Value/Key ltemd Summary.

Federal Government Operatiofgdit Guidelines
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6.14 Documenting Details of Errors in P R
Samples, High Value ltems aKeby
Items.

6.15 Conducting Exit Interviews. P S

6.16 Updation of Audit Steps given in the P R S
Audit Programmes, if needed.

6.16 Execution of Audit Steps as per the P P-S SR
Audit Program
Ascertaining Execution of relevant P P-S S
Audit Programs

A= Approve, R= Review, S=Supervise, P=Perform

8.6 Key Tasks and Responsibilities:  Audit Evaluation &
Reporting Phase

Guideline ___RESPONSIBILITIES
Reference TASKS AO/Assistant | Deputy Director Director
Director Director General
P R

Documenting Internal Control
Weaknesses Impact Analysis.

7.5 Calculating Analytical Procedure P R S
Thresholds.

7.6 Documenting Evaluation of P R
Analytical Procedures.

7.7 Evaluating Internal Control P R
Deviations.

7.8 ConductingSubstantive Tests P S R
Evaluationi Projectable Errors from
Sample.

7.9 Documenting Substantive Tests P SR
Evaluationi Non-Projectable Errors.

7.10 Calculating Substantive Tests P SR
Evaluationi
Summary.

7.11 Documenting Achieved Level of P R
Assurance Form.

7.12 Evaluating Error in Each Componer P R S

7.13 Summarizing and preparing Overal P R S

Error in Financial Statements.
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RESPONSIBILITIES

AO/Assistant | Deputy Director
. Director
Director Director General

Guideline
Reference

7.14 Documenting Compliane®/ith- P P-S R
Authority Violations.

7.15 Drafting Checklist of Management P S R
Representation Letter.

7.16 Obtaining Management P R
Representation Letter.

7.17 Documenting Audit Completion P R-S A
Checklist.

7.18 Memorandum Supporting Signature P R A

7.19 Recommendi ng Aud P R-A

7.20 Following up theContinuity P R-S
Schedule

7.21 Reviewing the Quality Assurance P R
Checklist

A= Approve, R= Review, S=Supervise, P=Perform

8.7 KeyTasks and ResponsibilitiesAudit Quality Assurance

Guideline RESPONSIBILITIES
TASKS AO/Assistan | Deputy | Directo Director
Reference . .
t Director Director r General

Plannlng
Review that Planning has been
carried out as per the recommende
planning process.
FAM Assigning Appropriate staff, P R
15.3.6 required strength and skill set of thq
audit team.
FAM Preparation, revision and approval P R A
15.3.7 the Audit Budget.
5.30 Ensuring that audit programs are ir P R
place as required in Audit Policy
Checklist.
Execution
5.8 Ensuring revision of the planning P R A
decisions, if required.
Supervision of all phases of P R-S
execution as per the tasks assigne|
fkey tasks rel at
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RESPONSIBILITIES

Guideline

Reference AO/Assistan D_eputy Directo Director
t Director Director General

phaseodo | ist.
To ensure review of audit working P R S
paper files.

6.16 To ensure executing audit steps as P R S
per the Audit Programs.
Ensuring reporting and monitoring P R-S

of audit activities with reference to
fexecution task
Evaluation & Reporting

7.3 To ensure detailed review and P R-S A
approval of monetary errors,
compliance with authority
Violations and internal control
deviations found.

715,716, Ensuring tools f P S R
7.18 opinions and statements are used.
7.17 Ensuring Documentation of Audit P R-S A
Completion Checklist.
7.21 Reviewing the Quality Assurance P R A
Checklist. *
A= Approve, R= Review, S=Supervise, P=Perform

* The Comprehensive Quality Assurance Checklist present in the Audit Working Papers Kit
covers all the phases of audit. This checklist is the master guide for assuring the quality of
audit processes throughdbe audit cycle.
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APPENDD<A

AUDITOR -GENERAL OF PAKISTAN Appendix-A
PERMANENT FILE
Permanent File Index/Checklist

Re'\f/lea;lennce S;C%F;Cgﬂlr;:% Done by: | Date:
PF Update Control Sheet
PFI Status of the Entity
PFII Background Information
PRI List of Auditable Locations
PRIV List of Bank Accounts
PRV List of Authorised Signatories
PRVI External Factors
PRVII Accounting Records and Accounting Systé
PFVIII Key Contacts
PFIX Significant Audit Areas
PFX Significant Accounting Policies
Supporting Documents List
Corporate Plan (Mission, Vision, Objective
Financial Rules/Laws & Regulations/Servi
Rules
Organization Chart
Accounting Policies
Chart Of Accounts
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Environmental laws and regulations
Long-term contracts/and leases

Loan agreements, mortgages, debt
instruments

Amortization schedules of major assets
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AUDITOR -GENERAL OF PAKISTAN Form - PF
PERMANENT FILE

UPDATE CONTROL SHEET

Name of Entity/Organization: National Electric Power Requlatory Authority (NEPRA)

Original file prepared by: ~ Mr. Ghulam Mehdi , Audit Officer
Date: 18-06-2009

File updated by: Date:
File updated by: Date:
File updated by: Date:
File updated by: Date:
File updated by: Date:
File updated by: Date:
File updated by: Date:
File updated by: Date:
File updated by: Date:
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AUDITOR -GENERAL OF PAKISTAN
PERMANENT FILE

Form PF- |

Understandi ng o fi StetusofiEnttyd s Busi ness

Name of Entity/OrganizatioMational Electric Power Regulatory Authority (NEPRA)

Principal Address:

The main Office of the National Electric Power Regulatory Authority (NEPRA) is situated at
2" Floor, OPF Building, &/1, Islamabad

Status of the Entity:

National Electric Power Regulatory Authority (NEPRA) is an autonomous body established
unde NEPRA Act 1997.

Inter -Governmental Relationship:

National Electric Power Regulatory Authority (NEPRA) is under the administrative control
of Cabinet Division.
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AUDITOR -GENERAL OF PAKISTAN
PERMANENT FILE
Form PF- I

Understandi ng o fi Bakygrmound Igf@msatioBu si nes s

Name of Entity/OrganizatioMational Electric Power Regulatory Authority (NEPRA)

Size of Entity
1 Total Assets Rs.1,240.384 million
T Total Liabilities Rs. 158.554 million
1 TotalRevenue Rs.344.795 million
1 Total Grant and Surplus  Rs.1,080.829million
1 Total Expenditure Rs.177.406 million

Core Operational Activity/Corporate Plan

1. Issue Licences for generation, transmission and distribution of electric power;

2. Establish and enforce Standards to ensure quality and safepgetion andupply
of electric power to consumers;

3. Approve investment and power acquisition programs of the utility companies; and

4. Determine Tariffs for generation, transmission and distribution of electric power.

Business Processes
(1) TheAuthority is exclusively responsible for regulating the provision of electric power
services.

(2) In particular and without prejudice to the generality of the foregoing power, only the
Authority, subject to the provisions shall:

(a) Grant licences foregneration, transmission and distribution of electric power;

(b) Prescribe procedures and standards for investment programmes by generation,
transmission and distribution companies;

(c) Prescribe and enforce performance standards for generation, traosnassi
distribution companies;

(d) Establish a uniform system of accounts by generation, transmission and
distribution companies;

(e) Prescribe fees including fees for grant of licences and renewal thereof;

() Prescribe fines for contravention bktpovisions of NEPRA Act 1997; and

(g) Perform any other function which is incidental or consequential to artiieof
aforesaid functions.

(3) Notwithstanding the provisions and without prejudice to the generality of the power
conferred to the, Authoritghalt
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(a) Determine tariff, rates, charges and other terms and conditions for the supply of
electric power services by generation, transmission and distribution companies
and recommend to the Federal Government for notification;

(b) Review organizatioal affairs of generation, transmission and distribution
companies to avoid any adverse effect on the operation of electric power services
and for continuous and efficient supply of such services;

(c) Encourage uniform industry standards and code of wtindor generation,
transmission and distribution companies;

(d) Tender advice to public sector Projects;

(e) Submit reports to the Federal Government in respect of activities of generation,
transmission and distribution companies; and

() Perform ag other function which is incidental or consequential to any of the
aforesaid functions.

(4) Notwithstanding anything contained in NEPRA Act 1997. The Government of a
Province may construct power houses and grid% stations and lay in NEPRA Act 1997
transnission lines for use within the Province and determine the tariff for distribution of
electricity within the Province.

(5) Before approving the tariff for the supply of electric power by generation companies
using hydreelectric plants, the Authorityhsll consider the recommendations of the
Government of the Province in which such generation facility is located.

(6) In performing its functions under this Act, the Authority shall, as far as practicable,
protect the interests of consumers and compagmagding electric power services in
accordance with guidelines, not inconsistent with the provisions of this Act, laid down
by the Federal Government.

Major Beneficiaries
1 Public.
1 Generation, transmission and distributcmmpany

Major Cost Centres
1 Employee related expenses.
1 Repair andnaintenance
1 Machinery and equipment.
Reporting Authority

1 Federal Government
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AUDITOR -GENERAL OF PAKISTAN
PERMANENT FILE
Form PF- 11l

Understandi ng o fi Lig of AuditalyledLecatBns s i ne s s

Name ofEntity/OrganizationNational Electric Power Regulatory Authority (NEPRA)

Principal Accounting Office
Secretary Cabinet Division

District Accounting Offices (DAO) / Drawing and Disbursing Offices (DDO)

Mr. Muhammad Qamauz-Zaman, Deputy Director Finanbeld charge of Drawing and
Disbursing Officer (DDO) during the period under audit.

Location(s) of computerbased accounting systems database(s)

Computerized accounting record is maintained by NEPRA in ORACLE. Transactions are
entered in to the system adralized level.
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AUDITOR -GENERAL OF PAKISTAN

PERMANENT FILE
Form PF- IV

Understandi ng o fiLigof Bank AcdomtsBu si nes s

Name of Entity/OrganizatioMational Electric Power Regulatory Authority (NEPRA)

The following are the details dfink accounts:

Sr.
No. Account No. Bank Branch  Nature

1 750116500465 Askari Bank Ltd  Aabpara Current Account

2 75011650049¢ Askari Bank Ltd  Aabpara Employees Provident Fun

3 75011650050z Askari Bank Ltd  Aabpara Employees Gratuity Fund
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AUDITOR -GENERAL OF PAKISTAN
PERMANENT FILE

Form PF-V

Understandi ng o fi Lig of Authbrizedl SignBtorissi n e s s

Name of Entity/OrganizatioNational Electric Power Regulatory Authority (NEPRA)

The signatories of the cheque were the follovdagng the audit period:

Sr. No. Name Designation
1. Qamaruz-Zaman Deputy Director Finance
2. Hussnain Zaigam Alvi D.G Technical

106



Federal Government Operations Audit Guidelines

AUDITOR -GENERAL OF PAKISTAN
PERMANENT FILE
Form PF- VI

Understanding ofiBEdemalFactgrd s Busi ness

Name of Entity/OrganizationNational Electric Power Regulatory Authority (NEPRA)

External Factors:

1 Government Policies.
9 GeneraPublic.

9 Law andOrder.

9 Industrial Secta:
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Federal Government OperatioAadit Guidelines

AUDITOR -GENERAL OF PAKISTAN
PERMANENT FILE
Form PF- VII

Understandi ng o fi AdtauntingtRgcords aliAccountiagsSystem

Name of Entity/OrganizatioriNlational Electric Power Regulatory Authority (NEPRA)

Following auditable record is available:

General Ledger

Vouchers

Monthly payroll

Investment Ledger.
Employee GP Fund record
Employee pension record
Employee advances record
Personnel file of employees

= =4 =4 -8 _8_9_98_-2°
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Federal Government Operations Audit Guidelines

AUDITOR -GENERAL OF PAKISTAN

PERMANENT FILE

Form PF- VIII

Understandi ng o fi Kdy €dntadtsy 6 s

Busi ness

Name of Entity/OrganizationNational Electric Power Regulatory Authority (NEPRA)

ﬁ?‘_ TITLE PHONE #.
1. Chairman 051-9220902
2. Member Licensing 051-9210209
3. | Member Tariff 051-9206887
4| Member (Std &Priv) 051-9207300
5 | Member (S) 051-9259261
6. | Registrar 051-9206500
7 Deputy Director Finance 051-9206798
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Federal Government OperatioAadit Guidelines

AUDITOR -GENERAL OF PAKISTAN
PERMANENT FILE
Form PF- IX

Understandi ng o fi Significant AugibAseasBu si ne s s

Name of Entity/OrganizatioMational Electric Power Regulatory Authority (NEPRA)

Significant Financial Statement Critical Audit Area
Components Y/N
N

1 Physical Assets

1 Repair and Maintenance

T Employee related expenses/ paymen
1 Operating expenses/payments

1 Revenue

< < < =< zZ

T Investments
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Federal Government Operations Audit Guidelines

AUDITOR -GENERAL OF PAKISTAN
AUDIT PLANNING -PERMANENT FILE

Form PF- X

Understandi ng o fi Significamt Acgodirging Palides n e s s

Name of Entity/OrganizatioriNlational Electric Power Regulatory Authority (NEPRA)

Recognition of Expenditure

1
1

Where payment is made by cheque, expenditure will be recognized and recorded in
accounts of the NEPRA on the date the cheque is issued.

In the case of integovernment transfers, expenditure will be recognized on the date
the transfer is made by the transferor.

For a direct payment in to a government
be recognized on the date the payment adgdssued by the DAO/AGPR office to

the bank.

In the case of payments made from imprest monies, the expenditure will be
recognized when the required claim vouchers are submitted and the imprest account
reimbursed.

The financial year to which a payment shibbke charged is determined by the date on
which a cheque or payment advice is issued.

Commitment Accounting

1 Following criteria should be applied when determining and recognizing a commitment:

o A valid purchase order is raised and where applicable a gsecbontract has
been entered with the supplier. The amount involved should be clearly mentioned
in the purchase order/ contract.

o The officer in accordance with delegation of financial powers has authorized the
commitment.

o The amount involved is above R8,000 or 10% of total budget head, whichever
is higher.

o Exclude employee related expenses.

1 Once a commitment is entered and approved it must be recorded by the DDO.
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