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Audit Guidelines for Revenue Receipt Audit

PREFACH O REVISED EDITION

The Financial Audit Manual (FAM) was commissioned in June 2006 by the Auditor
General of Pakistan for use in Field Audit Offices (FAOs) for conducting Certification and
Compliance with Authority audits. The Manual is based on the INTIOSA4diting
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 Au@emeral of Pakistan (DAG).
However, during the course of its implementation, it was found that the Sectoral
Guidelines developed by the consultants under the FAM project did not provide
sufficienly detailed and specific guidance to the FAOs for conducting audit. As a, result
the FAOs continued to rely on their old and outdated codes and manuals for conducting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 engaged by PIFRA for different FAOs, and in close coordination
with the experienced auditors in the field. The results of these efforts arénednia

these Guidelines. hbugh the document, as a wholas been revisedhe section on the

Audit Execution phase, in which detailed audit steps have been added is a significant
addition.

| hope that the Guideline will prove useful to the FAOs andgulb 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 of the Financial Audit Manual
and are to be used for planning and conducting audits under the mandate of the
Department of théduditor-General of Pakistan (DAGP).

The Guidelines and the other audit tools are an important foundation for bringing our work
in the line with international best practices. Our auditors will have to apply with dedication
the guidelines provided by therfaincial 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 governmemitiges that are covered in the audit mandate of the
Auditor-General of Pakistan. Since the implementation of the new audit methodology is
contingent upon professional training, it shall be the responsibility of the heads of the
Field Audit Offices to getheir personnel fully trained in the Financial Audit Manual and
these Guidelines, with the help of Audit and Accounts Training Institute. Continued
professional training of the officers and the staff of the Department shall remain the main
focus of our efbrts 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 thesali@lines are therefore encouraged to make
suggestions for improvements in these Guidelines and other tools on an ongoing basis.
Suggestions for improvements will be duly considered and incorporated in these
Guidelines where necessary, by the ResearchDavelopment 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
l=== INTRODUCTION TO AUDIT GUIDELINES
]

1.1 Purposeof the Guidelines

These Guidelines aim to provide specific and detailed guidance to auditors engaged in the
audit of Revenue Receiptdhey donot replace the Financial Audit 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 methodglo The Guidelines assist in their 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 also been defined in these Guidelines
under Scope of Audit (Chapter 3). They provide specific and detailed set of instructions
for an auditorfor preparing apermanent file, planning and conducting audit, which
processes finally culminate the Evaluation and Reporting Phaskaudit results

1.2 Guiding Principles

FAM, which was issued in 2@0by the Department of the Audit@eneral of Pakistan
(DAGP) under the Project to Improve Financial Reporting and Auditing (PIFRA),
contains guiding principles that should be observed at the time dictimg an audit
under the authority of the Audit@e ner al 6 s Or di nance, 2001.

p8ag ! OAEOI O0O86 2A0OPI 1 OEAEI EOU
Every auditor engaged in government audit is required to be familiar with audit theory,
practice, standards, and techniques described in FAM, wiotides the Audit Working
Papes Kit. Because of the importance of ensuring a high standard of work by the DAGP,
particular attention needs to be paid to
assurance frameworknsurs 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 clearly on t 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)

t
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It needs to be higighted that the audit strategy and methodology, recommended under
FAM, provides for continued quality assurance through all the phases of \aldie
reviewing the audit planpermanent file and other phases of audit, the functionaries,
entrusted with he quality assurance of audit, shoud@hsure that various steps
recommended in these guidelines ahd respective forms have been followed in all
respects.

The Director General mushsurethat 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 Pagpit that providestie auditor with
practical tools for conducting audit. These working papers @enaralisedgsetof forms

and schedules designed to help each audit team perform audit in compliance with the
principles set out in FAM. These Guidelines have been prepaiessist the audit teams

to apply the Audit Working PapeKit 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 the 8TGand its Sub
Committees on Financial and Compliance Audit has also been kept in view.

The other major tools acquired under PIFRA are Computer Assisted Audit Techniques
(CAATs) and Audit Management Software. If more information about these software

tods is required, the auditor should refer to Manuals for the respective software. In
addition, Appendix C of FAM provides a discussion on the usA&Ts.

1.5 Continuous Improvement

It is the DAGPG6s intention t oKitiosoentifudiy and t
improving its methods toensurethat the highest quality audits are achieved with
maximum efficiency. While using these Guidelines in performing audit, the auditors are
encouraged to identify ways of improving either the Guidelines or therlyimy tools,

and submit a written suggestion to the Audit Policy and Special Sectoaan@®) Wing

in the DAGP.

1.6 Using the Standard Audit Working Paper

The audit procesgenerallycomprises atandard Audit Cycle comprising the following
phases:

General audit planning

Detailed activity and resource planning
Fieldwork

Evaluation

= =4 =4 -4
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1 Reporting
1 Follow-up

These phases are common to all types of audit. An overview of the Audit Cycle as a whole
is provided in Chapter 6 of FAM. Additional detail is providedChapters 7 through 14.

The Audit Working PaperKit 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 supplemented with additional informatiatheyed during the course of

audi t, each of these sets of wor king papet
activities and supports the conclusions reached.

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

Permanent file

Planning file,

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

= =4 -4 -9

It is recommended that the electronic versions of forms given in the Audit WorkingsPaper
Kit are used during the conduct of audit. The auditorerminded of the importance of
keeping backups of filledout forms (electronic and hard copy) ¢osurethat they are
adequately protected.

Kindly note that each form or schedule included in the Audit Working Bagier
incorporates notes on how to use tftem. 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 relates to. Notes that
apply to the form as a wheoare presented either at the beginnintheend of the form.

These Guidelines do not repeat the instructions for each Tdreair purpose is to provide
additional guidance specific to the type of audit being planned or conducted. Forms and
scheduleggiven in the Audit Working PapeiKit essentially meet the requirements of
Certification Audit. However, some of these forms, marked with an asterisk(*), can also
be used for Compliance with Authty Audit. In both 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 apply the Audit Working Papers Kit in conducting a specidiit. a

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:
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1. Each year, Ministry of Finance receives budget estimates froverigment
agencies.

2. Based on the resources available and priorities of the government, the annual

budget is prepared.

The Parliament approves the budget.

Principal Accounting Officers (PAOs) sanction the expenditure.

5. Controller General of Accounts igsponsible 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 record of transactions and the preparationrArfual Financial
Statements of the Federal, Provincial and District governments for centralized
accounting entities. In the case of smitounting entities, this task is accomplished
by the PAOs.

6. Each year, theAUDITOR - GENERAL of Pakistan certifies thdinancial
statements of Federal, Provincial and District governments.

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

W

Legislature T~
PAC Finance Prepares
Budget
Parliament
Audit Reports Authorize Budget
Auditor General Dept. / Executives

Certifies \ | Spe nds/ Receipts

CGA Prepares
Accounts
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VERVIEW OF THE DIRECTORATE GENERAL
F AUDIT (REVENUE RECEIPTS)

2.1. Overview of the Office

The office of RRA was established in the year 1974 headed by a Director based at Lahore
with a sub office at Karachi headed la Deputy Director In 1992 the stafis of
Directorate, RRAwas upgraded to the level of DireciBeneal and Deputy Directoto

the level of Director.

In 1997 further changes were made to strengthen the department and its operations.
Consequently, theost of Director GeneralLahore upgraded to the level of Deputy
Auditor - GeneralRRA and post of Director, RRA, Karachi was upgraded to the level of
Director General.

In 2008, the AuditorGeneral of PakistasegregatedProvincial Receipts and Federal
Receipts of Revenue Receipts Audit Wing into Provincial Audit aisttitt Audit Wings.

2.2 Jurisdiction

Sy Principgl
NO‘ A(_:countlng Departments Mandate
' Officer (PAO)
1 Secretary Revenu Revenue Tax Revenue (Indirect Taxes)
Division/Chairman Division/FBR and Expenditure
FBR 1 CertificationAudit
1 Compliance with Authority
Audit
{ Performance Audit
2 Secretary Ministry Directorate Non Tax Receipts
of Petroleum an¢ General Oil 1 CertificationAudit
and Natural| Directorate 1 Compliance with Authority
Resources General Gas Audit
Directorate
General
Petroleum
Concessions
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Sy Principal
NO‘ Accounting Departments Mandate
' Officer (PAO)
3 Secretary Ministry| Chief Tax Receipts
of Interior | Commissionerate q CertificationAudit
(Islamabad Capita ((Islamabad 1 Compliancewith Authority
Territory) Capital Territory) 1 Compliance with Authority
Audit

The results of financial attest conducted by DG, RRA (South) are submitted to DG, RRA
(North) to form a consolidated opinion on the financial statements (revenue portion) of the
Federal GovernmenSimilarly, results of the regularity audit of federal receipts are also
sent to the DG, RRA (North) to be incorporated in the Annual Audit Report of the
Auditor-General of Pakistan.

2.3 Organogram othe Directorate

2.3.1DG Audit Revenue Receip{®orth)

Director General

Director
Deputy Director Deputy Director Deputy Director
(Customs, Other Taxes Sales Taxand F.E ]
and Expenditure ) ( > (Adm in and Coord)
Duty)
Inspecting Officers Inspecting ) - AO Audit
(10) Officers (10) Admn  Officer Report
IR -1 Officer IR-I1 Officer Coord Offi -
oor icer AO (PAC)
_>
Desk Audit <
Officer AO (PIFRA)
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2.3.20rganogram of DG, Audit Revenue Recei{@suth)

Director General

Deputy Director Deputy Director | Deputy Director
(Customs & Others) (ST and FE) (A&C)

IR-1/ CRA Section IR-1l Section A&C Section

Budget Section

PAC section

Desk Audit

Desk Audit PIFRA Section

Computer
Audit Teams Audit Teams Section

(06) (07)
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SCOPE OF AUDIT

3.1 Types of Audit$

DG RRA conducts certification, compliance with authority and performance audits of
Federal Receipts as detailed below.

Certification Audit

Compliance with Authority Audit
Expenditure Audit

Performance Audit

Hwn e

Additionally, the Directoraté&seneraklso carries out special audindspecial studies

The following sectiondefines Certification audit, Compliance with Authority audit
and Performance audit

3.2 Definition of GovernmentAudit

According tothe INTOSAI Auditing Standardsthe full scope of government auditing
includes regularity and performanedit. Regularity audit comprises tie attest of
financial statements called Certification Audit and Compliandth Authority Audit
Regularity audit embraces

1. Attestation of financial accountability of accountable entities, involving
examination and evaluation of financialcoeds and expression of opinia@n
financial statemest

2. Attestation of financial accotability of the government administration 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 ad propriety of administrative decisions taken within the
audit entity;and

! These Guidelines provide 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 thea
Supreme Audit Institutiomonsiders should be disclosed.

Performance auditis 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 utizing of human, financial and other resources,
including the examination of informationystems, performance measures,
monitoring arrangements, and procedures followed by audited entities for
remedying identified deficiencies; and

3. Audit of the effectivengs of performance in relation to the achievement ef th
objectives of the audit éity, 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 the accounts to the effect that:

1. The Financial f&tements properly present, in all material respects, the
gover nment 0 sionfthe meaultscof ita bpergtions, itst cash flows and its
expenditures and receipts by appropriation; and

2. Ensurethat assessed revenue is promptly collected and deposited in government
treasury and properly classified in the financial statements.

3. The sumsexpended have been applied in all material respects, for the purposes
authorized by Parliament and have, in all material respects, been booked to the
relevant grants and appropriations.

Financial statements hawelarge number of external users and inecessary that the
financial statements properly present the financial position ciublgee

In order to express ampinion on the financial statements, the auditor haansurethe
following:

1 Financial statementsare evaluated for adequacy againgtPr esent ati on
Di sclosuredo requirements;

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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T

Significant line items of financial statements are testedterfollowing audit
assertions:

a. Existence and Occurrence

b. Completeness

c. Measurement

d. Regularity(compliance with applicable laws and regulations)

Methodology:

=4 =2 =4 -8 _9_9_9_°2_2_-2._-2-

Understanding the aud#
Conducting risk assessment;
Defining detailed audit objectives;
Developing audit programmes;
Performing analytical procedures;
Testing the internal controls;
Determining samle size for substantive test of detail
Conducting substantive tests;
Evaluating results;

Reporting; and

Follow up.

3.4 Compliance with Authority Audit

Objective:

1.

Audit againstthe provision of funds to ascertain whether the moneys shown as
expenditure in the accounts were authorized for thpgsar for which they were
spent.

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

Audit of sanctions oexpenditured see that every item of expenditure was done
with the approval of the competent authority in the Government for expending the
public money.

Propriety Audit which extends beyond scrutinizing the mere formality of
expenditure to its wisdom and economy aadbting 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 procedurase been properly adopted and
ensures that the assessntercollection 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 various Government policies relating to different
sectors.
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Methodology:

1 Updating the understanding of the business processes with respect to control
structure.

T I'dentification of key control s /spenialt he ba
directions from the head officsc.

91 Prioritising risk areas by determining sigedince and risks associated with
identified key controls.

1 Design audit programes including analytical procedurder testing identified risk
conditions.

1 Selection of audit formations i.e. DDOs on the basis of:
o0 Materiality/significance
0 Risk assessment

Sdecting sampleas per sampling criteria

Execution of audit programes.

Identification of weaknesses in internal controls and development of audit

observations and recommendations relating to non compliance of laws, rules,

regulations and prescribed prdcees.

Integrating the work with financial attest audit, where possible.

Evaluating results;

Reporting; and

Follow up.

= =4 =4

= =4 =4 =4

3.5 Important Audit Componens and Audit Focuseof Revenue
Receipts (Indirect Taxes)

3.5.1 Federal Board of Revenue/Revenue Division _(Indirect Taxes)

Auditable Risks Audit steps to mitigate
Area the risks

Refund Time barred claims 1 Ensureclaim validity
Overpayment 1 Ensurevalidity of

condonation granted
by the competent
authority

1 Check calculation
sheets

Assessment 1 Wrongtax calculations i Tax evasiorand

concealment

1  Conditions ignored T Abnormal trends and
ratios

1 Identify conditions of
SRO(s)/relevant laws
ignored

= =

(Exemptions availed)
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Auditable Risks Audit steps to mitigate
Area the risks
1 Inadmissible exemption 1 Validity of
exemption(s) granted
Recovery 1 Non recovery ohdjudged 1 Ensureentry of
amounts adjudged amounts in
1  Aging of recoveries in therecovery register
adjudicated cases 1 Ensureenforcement of
1 Irrecoverable/ write offs recovery follow up
procedures
1 Fulfilmentof legal
formalities for write off
process
Customs 1 Undervaluation of imported 1 The comparison of
Imports goods valuation advices with
1 Misclassification of imported assessed value
goods 1 Examine;
I) examination report
i) commercial invoice
i) packing list
iv) letter of credit
v) bill of lading
vi) explanatory note
vii) Consult Pakistan
Customs Tariff
Duty 1 Time barred claims 1 Ensureclaim validity
Drawback and | 1 Overpayment 1 Check calculation
Rebate 1 Duplicate Payments sheets

1 Examine original
export documents

3.5.2 Ministry of Petroleum _and Natural Resources

Auditable Risks Steps to mitigate the
Area risks
Gas 1 Non/short payments 1 Scrutiny of financial
Development | § Non accountal of products statements
Surcharge { Late payments {1 Scrutiny of inventory
)l

Misclassification of receis

record
Scrutiny of challans
Ensure classification

= =
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Development
Levy

=A =4 =4 =4

Non accountal of products
Late payments

Misclassification of receipts

Auditable Risks Steps to mitigate the
Area risks
of receipts from Chart
of Accounts
Petroleum Non/short payments 1 Scrutiny of financial

statements
1 Scrutiny of inventory
record
Scrutiny of challans
Check classification
of receipts from Chart
of Accounts

= =

Royalty on
Crude Qill
and Natural
Gas

= =4 A A

Non/short payments

Non accountal of products
Late payments
Misclassification of receig

9 Scrutiny of financial
statements

1 Scrutiny of inventory

record

Scrutiny of challans

Check classification

of receipts from Chart

of Accounts

= =

3.5.3 Ministry of Interior

Route Permit

Auditable Risks Steps to mitigate the
Area risks
Stamp Duty, Non/short payments fScrutiny of assessment
Registration Amount collected but and recovery registers
Fee, Token _ -
Tax and Non/Short deposited into | fScrutiny of reconciliation

bank

1 Misclassification of receipts

process with treasury
office.

Y Ensureclassification of
receipts from Chart of
Accounts.
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PERMANENT FILE OF AUDITEE
DEPARTMENTS

4.1 Introduction

Audi t objectives and plans are developed L
operations. The auditor needs to have a detailed knowledge of those aspestsnoity
that relate to auditheauditor should have cognizanakout the other areas

As its name implies, the Permanent KBé¢-)is used to collect information about the entity

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

for the same entity. For example: informat
assessing materiality; understanding the e
components to audit; and, knowing the types ahgactions 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 yearsdé audits.

Even though the information on the Permanent File is expected to be usefsl raores
than one audit perigdthe audit team should validatee accuracy othat informationat

the time of next audiand update the Permanent File where significant changes have
occurred.

The Permanent File includes information that will becofitinuing importance to audit.
This may include:

1 Copies of relevant Government legislation, applicable financial rules, laws
regulations, guidelines and other rules affecting the operations of an entity.

1 Organization charts, details of key contacts amations 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 agreements, mortgages and debt instruments, schedules of amorfaat
debts and special assets.

T Previous yearsd audited financi al statem

T Previous auditorsd reports to management

1 Extracts of the minutes of meetings.

91 Chart of accounts.

1 Summary of accounting policies used by the audltggartments.

1 Special remuneration, if any, for senior officers.
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1 Environmental laws and regulations
1 Others as appropriate

Policies andProceduresManuals may be in the Permanent Fifethey are brief or,
alternatively, a copy should be in the audi

Note Where the supporting documentation is voluminous, the auditor may decide to
include only a reference to the title of the documentation and itsgalhyscation
rather than keeping the whole document in the Permanent File

424 EA ' OAEO 4AAI 60 2A0ODPIT 1 OEAEI EOU
The audit team is responsible for gathering the information requarked put inthe set of

working papers associated with the Permanent File. These areitistesl next sectian

The peparation of Permanent File for the first timid be a timeconsuming exercise and

sufficient audit resources should be allocated to this taskeiautit 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 to update the Permanent File at planning
stage where necessary. The dates on whichtepdccurred 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
asitis requedt o have an under st anidordetoersdethathne ent i t
effective and efficient audit is conducted.

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 permanent file, tHenctionaries entrusted with the quality assurance of
audit shouldensurethatthevarious steps recommended in th€sedelines and respective
forms have been completely followed in all respects.

4.3 Documentation in Permanent File

Titles of various foms specified in the Audit Working Pagdit are listed below:

1 Update Control Sheet (PF)

9 Status of the Entity (PFI)

1 Background Information (PFID)
9 List of Auditable Locations (PFIIN)
9 List of Bank Accounts (PFIV)
9 List of Authorized Signatories (PFRV)
1 External Factors (PRVI)
1 Accounting Records and Accounting SystemPFVII)
1 Key Controls (PFRVII)
1 Significant Audit Areas (PFIX)
1 Significant Accounting Policies (PFX)
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The following paragraphs contain specific guidance for usingltbgeforms

4.4 Update Control Sheet- PF

The Permanentile 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 aProvincial government, sengovernment, self accounting, centralized or
exempt accounting entity, etc.) and its relationship with other government
departmats/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 the financial statements of thgy.emhis includes
information about total assets, total liabilities, total revenue and total expenditure,
corporate plans, and organization structure, main functions, etc.

NOTE: Accounting/Financial information pertaining tbe last three years shouldeb
documented along with the detailf fund releases.

4.7 List of Auditable Locationsz Form PFlIII.

The auditor should document the addresses of all locations including:

No. of Formations
s# | PAO Attached Department/ Receipt | Expenditure | Total
Departmental Accounting Officer
S5 Revenue Division - 1 1
25  [FBR(HQ) - 1 1
o8 Federal ExcisandSales Tax 10 5 12
8 < o | Large Taxpayers Units
1 & © 2 | Director ResearchndStatistics ] 1 1
200
@ &L 3 | Federal ExcisandSales Tax e ) =
= § & | Regional Tax Offices
% E Collector, Sales Taxand Federal - 5 5
o S Excise
H o Director General Training and - 2 2
Research
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No. of Formations
s# | pao Attached Department/ Receipt | Expenditure | Total
Departmental Accounting Officer
Collector Custom, Federal Exci i 1 1
andSales Tax
Chief Collector Customs (North) - 1 1
Collector Customs - 5 5
Model Customs Collectorate 102 6 106
Post Cleeance Audit - 1 1
Customs, Federal Excisend Sales
Tax 5 3 8
D.G IntelligenceandInvestigation
DG Internal Audit 2 % 4
Collector Appeal _ 4 4
§ Director General (Gas),
- 2 3 | Islamabad
- £ $ | Director General (Oil),
- 35
2 % @ X | Islamabad 7 - 7
c O® .
= g 5 | Director General,
a g Petroleum Concessions, Islamaba
e]
L B — > . .
. 6 2 8 § Chief Commissioner,
3 |gE %"é Islamabad Capital Territory 6 - 6
Eg09

4.8 List of Bank Accountg Form PFIV.

The auditor should list names, addresses and account numbers of allaloaaknts
maintained in the name of the entity.

4.9 List of Authorized Signatorieg Form PRV.

The auditor should listhe names of personnel with authority tertify, appove and
authorig thecollection, recording, processing and reportingheffinancial information of
the entity in accordance with the delegation of powers of the relevantrdepar

4.10 External Factorsz Form PFRVI.

The auditor should list external factors that may have an impact on the performémee of
operational activitiesof an auditee The auditor should use professional judgment to
decide what these factoshould [e.
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4.11 AccountingRecords and Accounting SystemForm PRVII.
This form has two requirements:

a. List the accounting records maintained by the auditee departments for the
collection, recording, processing and reporting of financial infoonatif all the
formations

b. Document a brief description of the accounting systiéma iheans, including staff
ard equipment, by which an orgaai®n produces its accounting information)

Where there are new administrative policies or procedures with which the auditee
departments should comply, the auditors must become familiar with theemancdthat

the audit is conducted against these benchmarks. In addition, the auditor shouldr conside
whether the policies and procedures in force are effective at reinforcing good management
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 pracedure

The audit team should alsnap each process maintained for 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 process mapping, the audit team may
anal yze an entityds manua Therearatpgapproachdstoe r ul
process mapping namely financial statements 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 inapppiate procedures and practiceb particular, the auditor
should determine whether anjangeshave beerntroduced in government practices that
will apply to the auditee departmésjt

4.12 Key Contactg Form PR VIII.

The auditor should list the names and contact information of key personnel at the principal
accounting office, and all bsidiary accounting locations.

4.13 Significant Audit Areasg Form PF IX.

The auditor should obtain a current and up to date chart of accSheftde shouldensure
thatit follows thecurrentaccounts classifications and the regulations imposed byG@#e C
(Controller General of Accounts)

The auditor should list critical audit areas/significant financial statement components
(including individually significant transactions and events), and their impact on the
financial statements of thBederal andProvincial governments (in liaison with those
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auditors having responsibility for these audits). This will help the auttitptan her/his
auditfor specific financiakndcompliance with authoritguditobjectives.

4.14 SignificantAccounting Policiesz Form PFX.

The auditor should list significant accounting policies that are consistently applied in the
auditee department and should verify that these are consistent with the current policies
implemented by the CGAThe auditor shouldpecifically ensureon theextent of the
application of NAMin the auditee entity

Note: A sample of the permanent file prepared Federal Board of Revenuwas been
annexed ag\ppendixi A.
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AUDIT PLANNING PHASE

5.1 Introduction

Under the existing guidance available to theldFAudit Offices (FAOSs), all theFAOsare
required to prepare an Annual Corporate Audit Plan covering audit operations pertaining
to Certification Auit, Compliance with Authority Adit and other audits liked?formance

Audit, Special Aidit, Special Sudies and Audit of Foreign Aided Project$his chapter
contains guidncethat the auditor can use to plan thRegularity Audit which includes
Certification Audit andCompliance with Authority AuditThese guidelines do not replace

the use of professional judgment.

Individual audits must be planneddnsure that

1 Appropriate and sufficient evidence is obtained to supporttheé at or 6 s opi ni o
1 TheINTOSAI Auditing Standards are complied with;
1 Only necessarwork is performed.

The planning phase involves the following:

Determining the overall objectivesd scope adudit;*

Understand the entitybés business
Assessingnateriality, planned precision and audit risk

Assessing the entity®s system of interna
Determining the components by which the audit will be condutcted

Determining financial audit and compliancewith authority objectives and
error/irregularity condition$

AssessingriherentRisksand Control isks

Determining the appropriate mix of tests of internal control, analytical procedures

and substantive tests of detdils

=4 =4 =4 -4 -8 -9

= =4

* These steps d?lanning Phase are common for bothe Certification and Compliance
with Authority Audis, whereas the unmarked steps relateCertification Auditonly.

524EA 1 OAEO 4 AAIl ®Bangidgeriasel OEAEI EOU

The activities performed during thereparationof the Planning File are complex and
varied. Each member of the audit team shemlsurethat they have a good understanding
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of the activities that have been assigned to th&wr. detais, please refer t€hapter 7 of
the FAM.

Based onhe informationnoted above, the head of officeresponsible for planning the
activities and associated resource requirementsconducting audis.  The Audit
Management Software is a valuable tool to apply to this task. See Chapter 8 of the FAM
and the Audit ManagemeBoftwareManual for additional information.

It should also benotal that the INTOSAI Auditing St andar ds require th:
should adequately document the audit evidence in working papers, including the basis and
extent of planning, work performed crthe findings of the audit Therefore the audit

team leader is responsible @msurethat the Plannind-ile is complete and provides

evidence of the basis angtent of planning work performdaly 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. While
reviewing the planning phase, the functionaries entrusted with the quality assurance of
audit shouldensurethatthevarious steps recommended in th&sgdelines and respective
forms have been completely followed in all respects.

The key to maintaining the quality of the planning process itself is a review of the plan,
which the concernedDeputy AUDITOR - GENERAL (DAG) should supefise and
approve (Ref: FAMPara 15.3.

5.3 Documentation inPlanning Fhase

Titles of various forms specified in the Audit Working Pa&t are listed below:

Audit objectives and scopfe

Points for attentiomt next audit (from last yeat)

Entity communication lettef

Audit planning memorandurn

Memorandum on posgilanning changes

Important date$

Tour programme*

Information requested from entity officiais

Materiality assessmerform

Expected aggregatror and planned precision form
Audit risk assessment form

Inherent risk assessment form

Internal control questionnaiiiecontrol for overall @avironment
Internal control questionnaiiegeneral computer controls
Internal control questionnaiieapplicaton controls
Control risk assessment form

Analytical procedures assurance form

=2 A =0-0_0_9_9_9_40_2_2_29_-2_-2°_2._--2-._--2-
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Source of audit assurance form

List of applicable laws and regulatiohs

Sample selection checklist

High value item selection forrn

Key item selection form

Sample sizing fordsts of internal control

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

Audit planning checklist

=4 =4 =48 -8_8_9_9_°5_°_2

Note: These forms recommended under FAM and Audit Working P&iteessentially
meet the requirements of Certification Auditowever, some of these forms
marked with asterisks(*j;an also be used for Compliance with Authority Audit

The following paragraphsontain specificguidance for using the forms given ftire
planning phase in d¢kKhiee 0AAudit Working Paper

5.4 Audit objectives and scope

The audit is conductetb address a particular objectiieach audit will be designed to
address one or more of the following objectives:

1 Expressing an opinion dinancial statements;

1 Expressing an opinion regarding compliance wiiirent rules and regulatians

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

1 Evaluating operational performance.

Note: For acomprehensive discussion of audit objectipdsaseseeSection 7.1 of FAM.

The nature and size of the audit entity determines the scope of aud& gederally
defined by the audit mandateor the audit offinancial statemesfthat are required ued
Section 7 of the AuditeGeneral Ordinange€001the entity to be audited will be defined
by the applicable accounting policies of the government.

5.5 Points for attention at next audit (from last year)

The purpose of this form is to highlight mattdrattshould be taken into account when

pl anning the foll owing vy erédexgested davadopnmentsim he au
theent i t yds act i weichangessn the audittplammiddys farne cqrualso be

used to document practical segtins for changestotheneyg ar 6 s audi t . Al |

is encouraged to suggest impements in the audit plan aptbcedures
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5.6 Entity communication letter

The Audit Working PaperKit includes thetemplate of a lettewhich needs to be issuénl

the management of the audéd It sets out the terms of the audit and will include the
issues that the auditor wants to bringhe attention oentityd snanagement.This letter
will clarify what is expected from auditors during the course oftaadd lead to
cooperation betwednoth the parties.

5.7 Audit planning memorandum

The audit planning memorandum should comprise a coramseeasy tounderstand

summary of important factors and decisions made duringldmning phase. Emphasis

should be placed ochanges that have been made toghee vi ous year 6s pl al
planning memorandum should not duplicate all of the details set out elsewhere in the
planning file, the permanent fite in the audit programmes.

The actual contents of the audit planningemorandum will depend omspecific
circumstances of audit. It should include any changabe nature ofe nt i t y6s busi n
structure of businessaccounting poli@s or systems, internal controls or operational
environment that will affect the planned audilitshouldalsoexplainandestablishan audit

strategy time tables and overall budget together with any significantgggamade from

the previous year evaluati@nd reporting.

5.8 Memorandum on postplanning changes

As the executiongompletion phases of the audit proceed, it may be necessary to #mend
planned scope of the audit work. This may result from gaining a better understantheg of
ent i t yiéssfrorm mexpeated external developmentsrom determining a betteneans

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 feonsideration 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 memoraium. This addendum should follow the same review and approval process
as is used for the audit planning memorandum itself.

5.9 Important dates
Each audit is scheduled around a number of important dates. This form lists dates that are

likely to besignificant and provides the audit team leader with a tool to track when the
work was planned and when it was actually performed.

5.10 Tour programme

Tour programtme needs to be prepared and approved keeping in view the timelines,
resource constraints andudat strategy.The head of office should check that tour
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progranmes are timely prepared arapprovedwell in time; and appropriate record is
being kept in this regard.

5.11 Information requested from entity officials

The audit team leader should keep tradkinformation requested from the awedh s
management, including whanformation was requested, 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@hher own format.

5.12 Materiality assessment form

Materialtycam be defined as foll ows: AAn error (or
error (or the sum of the errors) is big enough to influence the users of the financial
statement so

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

Note: For a comprehensive discussion lateriality, see se@in 7.3.I and Appendix D
of FAM.

5.13 Expected aggregate error and planned precision form

Other values which are important in deténing appropriate sample siaad in evaluating
the results of the audit are expected aggregate error and planned predikisnform
provides detailed instructions for arriving at these values for the audit at hand.

5.14 Audit risk assessment form

It is important that the audit team establish an appropriate level of risk for the audit. The
concept of risk is very importamt planning systerbased audits and is discussedietail

in sections 7.7 and 7.8 of FAM. This form 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,therefore requiring additional audit work to be planned so as to raise
audit assurance.

5.15 Inherent risk assessment form

Inherent risk is the chance of material error occurring in the first place asstinairigere
are no internal atentabl @&rrar @l mag. béd@Ma sin
multiple smaller errors.
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This form indicates some factors which may
risk. Inherent risk should be assessed dach financial audiand compliance with

authaity objectve Howe v er , because the auditords ass:H
the same for multife objectives or components, thli@m 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 - controls for overall
environment

This form is 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
detaled checking of individual transactions will be necessary. Internal controls are

discussed at length in section 7.4 of FAM.

The internal control questionnaire provides many questions for the @udéeiew. The
auditor should decide whajuestions areelevant to the present audit and is free to add
further questions whever required.

Also, the auditor should be aware of the work carried out by the Intankéxternal
auditors where applicable. Reliance on their work can only be placed wheuditer
assures him/herself that their work has been carried out according to the relevant auditing
standards. The auditor should make effdd obtain the copies of the audit reports,
management letters and other relevant observations made by theliatatnexternal
auditors. Wherever the auditor uses the work of the internal and external autlitors
should be duly acknowledged in his record

The auditor must be honest in the assessment of internal controls operating in overall
environment, general ogputer environment and specific computer based financial
applications. Ithe controls are weak or neexistent the auditor should inforrthe entity
management of the need to make improvements and salgoldffer suggestionsin the

first few years oftransition to the new auditing paradigitis to be expected that the
control environment will be weak in most entities. Identifying the wealksess| be the
starting point fodeveloping stronger controls for the future.

5.17 Internal control questionnaire z general computer controls

This form is used to guide the auditor in considering the internal controls operating in the
ent ity 6 &edenvirorpnert. énternal controls are discussed at length in section 7.4
of FAM.

The internal control questihnaire provides many questions for the auditseview. The
auditor should decide whajuestions are relevant to the present audit and is free to add
further questions whever required.
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5.18 Internal control questionnaire z application controls

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

The internal control questionnaire provides many questionthe auditdy seview. The
auditor should decide whajuestions are relevant to the present audit and is free to add
further questions whever required.

5.19 Control risk assessment forms

This form isused by the auditor to summarithe assessmieof risk in the general control
environment, the overall computer environment and in specific computer applications
(from the previous three forms).

The risks identified through the assessment of controls may impact different components
differently, so he auditor should consider control risk separately for each component (or
group of similar components). The assessment of risk is very much a matter of
professional judgment. In general, during the first few years following the introduction of
new auditingparadigm, it is suggested that all control risks are asstoniee high unless

there is sufficienevidence to support lowering that assessment.

5.20 Analytical procedures assurance form

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

Detailedinstructions are provided with the form.

Note: A detaieddiscussion o analytical procedures is provided in the Financial Audit
Manual, section 7.8 and Appendix E.

5.21 Source of audit assurance form

In conducting audit, the audit team is looking for sources of assurance that the financial
statements provide a true and fair view. One source of assurance is a detailed review of
individual transactions (substantive tests of detail). However, this is inegycbnsuming,

so the audit team looks for other sources of assurance that might enable them to reduce the
amountof substantive tests of detailhe audit risk model provides an arithmetic method

of using the assessments of inherent risk, control riskly@eal procedures and overall

audit risk to arrive at thievel of assurance that is requirgdr substantive tests of detalil
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This form leads the auditor through this lamitetic modelA detailed discussioaf the risk
calculation is presented on treverse of this form.

5.22 List of applicable laws and regulations

A major component of a Regularifyudit is the verification that the entity has complied
with applicablelaws andregulations. The audit team sho@dlistall applicable laws and
regulationsonthisforni or checking enti tandrsgulatonsipl i ance

5.23 Sample selection checklist

In preparation for performinghe substantive tests of detathe 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 collectedAATs should be use@vhere applicablefo 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 for the Compliance with Authority Audit. Use of Monetary
Unit Sampling is recommended for Certification Audit and when the auditors use
alternative samimg techniqus during Certification Audit, they will be required to
exercise professional judgment

Sampling:

It is the selectionf a subset of a population. The auditor takes a sample to reach a
conclusion about the population as a whole. As suchjmportant that the sample
be representative of the population from which it was selected.

Sampling risk

Sampling risk is the chance that a sample is not representative of the population
from which it was selected.

Statistical sampling

Statistical samjihg is the selection of a stdet from a population in such a way
that eaclsampling unit has an equal and known chance of selection.

Non-statistical sampling

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

Note that the only difference between statistical sampling andstadistical
sampling is thenethod of selecting sample itemsaifhing requirements and the
evaluation process remdime same.
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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 physitahsaction 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 uniténdividual Rupees) will have the same chance of
being selected. This means that, the larger the supplier invoice, the greater the
chance of it being selected.

Methods of sample selection

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

1. Random;

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

1. Random selection

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

2. Fixed interval (systematic) selection

This method involves selecting a random start and then etreriem.

3. Cell (random interval) selection

This method essentially combines the previous two methods. The auditor divides
thepopulation into cells and then picks a random item from 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 wghit an attribute sample to the larger dollar items or
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specific expenditure types, or ¢énsurethat at least one sample item is drawn from
each expenditure type.

Selecting the sample z statistical sampling

The fistandardo sample selection techniqu
selection. Cell (random interval) selection can also be used if the population has

been downloaded into a computer andAATs arebeing used to do the selection.

Random selgtion is also possible, but contains all of the difficulties of cell
selection. In addition, it has a further disadvantagdould fixed interval or cell

selection be used, the sample size will automatically be adjusted for any over or
underestimations bthe population value. With random selection, this will 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 sample z non -statistic al sampling

To select a nostatistical sample that 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 guidase please refer to Appendix B of FAM.

5.24 High value item selection form

In addition to selecting a random sample for testing, the awtitaridalso 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 the financial statements as a whole. Thdbtefore
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 d¢lecte

The auditor will identify the high value items on this form and will cnafer each item
to the working paperthat recordhe audit tests performed on that item.

5.25 Key item selection form

As with high value items, the auditor may also want ttivildually review items which

are unusual and which warrant special attention. Genethige items will include
transactions that cause an account to show a negative balance (e.g. an asset account with a
credit balance) or unusual noacurring items. The auditor will use judgment and
experience to help identify these key items.

Therefore the auditor will identify the key itemshich need individual attenticand will
remove them from the population of items frarhich the samples are selected

The auditor will identify the key items on this form and will croster each item to the
working papes that records the audit tests performed on that item.
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5.26 Sample sizing for tests of internal control

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

The use ofCAATSs (see Financial Audit Manuahppendix C) will avoid having to follow
this manual process.

5.27 Sample sizing ér 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 specific
audit component. The process is the séonall audit entities, and is fully explained on

the form.

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

5.28 Checklist of accounting estimates to be reviewed

Financial statements, especiallgose produced on accrual basis, will often contain
accountng estimates, such as allowanfm¥ bad and doubtful debts and contingent
liabilities. The auditor should discugsth entityd mmanagement to identify these estimated
amounts and record them on ghiorm for subsequent validation when the audit is
performed.

5.29 Points for attention at next audit

During the course of preparation Bfanning and subsequent Working Paper fitag

auditor may come across items in the current year that should be followed up in the next
year od6s audit. These may be accounting esti
have not yet happened or items that are expected to show up in the follpwirgr 6 s
accounts or other matters specific to the audit at hand.

Use this form to record these items that theyc an be revi ewed i n nex
planning phase.

5.30 Audit planning checklist

This form presents a checklist of the major activities gh@uld have been completby

the audit team leader to meet his responsibility for adequately planning audit and for
documenting the basis of the plans. Chapter 8 of FAM provides detmtdingthe
auditorés planning responsibility.
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This form is alsoa key component ohe DAGP6s qual ity ,snsesitur ance
providesa vehicle for communicating the planning processhieDAGP management so
they can review and approve that adequate planning was complet¢sgeécof theaudit.

5.31 CentrallyLed Audit

These are audits where a central team is responsible for the overall planning, performance,
evaluation, reporting and follow ujVith a centrally led audithere will be a division of
responsibilities between the central team faldl audit teams of the same Directoraie

of other Directorates contributing to the centrally led additexample of such an audit is

the annual audit of the financial statements of the Federal Government.

Para 6.4.5 to 6.4.10 of FAM gives guidance about aagnted audit. The central team is
responsible for:

1 Setting the basic planning parameters (materiality, planned precision, audit risk,
etc.);

1 Setting inherent risk, control risk, other substantive procedures risk and substantive
test of details risk foeach component and each spedihancial audit objective,
compliance with authoritguditobjective and error condition;

1 Determining the optimum mix of tests of internal controls, analytical procedures
and sibstantive tests of detaibr each componentnd for each spedd financial
audit objectiverelated compliance with authority objective and error condition;

1 Performing the overall error evaluation; and

1 Reporting the results of the audit.

Thefield audit teams ahesame or other Directoratese, n turn, responsible for

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

1 Reviewing the material received from the central teash&rkaudit programmes,
forms and checklists reflect the optimum mix of tests for that particular
Directorate, and contain all the work required to obtain the required amount of
overall assurance;

1 Performing the audit work; and

1 Reporting the results of the work, including individual errors and dlilgmificant

mattersto the central team.
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AUDIT EXECUTION PHASE

6.1 Introduction

This chapter mvides guidance for the audifosvork at the executiostage This stage
includes compliarce testing(test of controls) substantive testing, and collectirzgd
reviewing evidence and maintaining working papides. It needs to be noted that the
audit programtmes given at the end of this chapter provide guidance to the field auditors
for CertificationAudit andCompliancewith Authority Audit

Overall audit execution guidance is availabl€mapter 9 of th&AM.
The Audit Working PaperKit provides:

1 Evidence that the auditbascomplied withthe DAGP auditing standards;

1 A basis to determine th#iie workdelegatedas been performed properly;

91 A source of information for preparing reports and answering enquiries; and,
1 Assistance in planning and executing future audits.

624 EA | OAEO 4 AAIl thGxeauhoooPhbse OEAEI EOU

The audit team has a major responsibildy documenihg audit evidence in the working
papers including work performed and findingge(DAGP 6s Audi t iParg St and
3.5.5).

As noted in FAM, the content and arrangement of the working papers is a refleciion of
auditorodos prméandknevledgy., experi e

Sections 9.9 t@.11 of FAM provide details of the auditors responsibility for documenting
the work performed and standards for maintaining and keeping custody of the Working
Papesfile. Each auditor should be familiar with thesspensibilities.

The Audit Working Paperfile should contain various financial documents provided by
the audieeentity management, including:

a. Financial statements
b. Trial balance
c. Civil Account
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d. Appropriation Account

e. Any intergovernmental accounts fetimination.

f. Supportingdocuments (important agreements, bills, vouchers other documents that
are important for the audit record)

g. In addition, the audit team should maintain detailed minutes dhalneetings
with the auditeerepresentatives, which shdube placed in the Audit Working
Papesfile.

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 execution phase, the fungtioes entrusted with the quality assurance of
audit shouldcheckthatthe steps recommended in theSaidelines and respective forms
have been completely followed in all respects.

6.3 Forms and Schdules for Audit Execution Phase

Titles of various formspecified in the Audit Working PapsKit are listed below:

Summary of Analytical Review Procedures Perforrhed
Details of Analytical Review Procedures Perforried
Completed Internal Control Questionnaites

Internal Control Deviations Form

Internal Cantrol Deviations Summary

Compliance Summary

Substantive Tests of Accounting Estimates

Errors in Accounting Estimates

Substantive Test Sample Summary for each Audit Prageam
Substantive Test of High Value/Key IteinSummary

Details of Errors irbamples, High Value Items and Key Items
Exit Interviews

= =4 =0_-0_9_9_95_42_2°_2_-2°9._-2-

Note: These forms recommended under FAM and Audit Working B&meessentially
meet the requirements of Certification Auditowever, some of these forms
marked with asterisks(*j;an also be usefdr Compliance with Authority Audit

The following paragraphs provide general guidance for using the above mentioned forms.
Instructions for filling in these forms 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 summagishe analytical procedures that were performed. The auditor
should note the procedures that were performed caosisrefer each procedure to the
working paper that providese details of the test (i.e. Details of Analytical Review
Procedures Performed foym
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6.5 Details of Analytical Review Procedures Performed

Details of each analytical review procedure conducted by the audit team, including type of
test, data wused, calcul ations perfor med, r e
on this form.

6.6 Completed Internal Control Questionnaires

The auditor must test the control environment 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 Contresti@unaires

for different aspects of the audit. The auditor will select the ICQs that are to be used in
this audit andick them off on thechecklist provided. The auditor does not have to apply

all the possible ICQs in every audit.

Note: Detailedguidance for filling in thd C Qi$ movided in the Audit Wking Papes
Kit underthe sectiorExecution file

6.7 Internal Control Deviations Form

While working through the ICQsthe auditor should identify deviations frothe
prescribed internatontrok in the operations of the audited entitfhe auditor will
document each individual deviation and its
statements on this form. There should be one form for each deviation encountered.

Where the operatiors theauditee organisatioare decentralizedt is important to assess
which weaknesses are duesttattered nature of departmipaticy weaknesses and which
are due tdheinadequate application of thesgernal controlsystemsand policies within
the decentilized sites being audited

6.8 Internal Control Deviations Summary

For each significant type of deviation dete
management and make a recommendation for rectifying the control weakness. The
purpose of thigorm is to help the auditor track each weakness identified by applying the

ICQ, the problem and their recommendation which were reported to the entity. The 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 placeheck compliance, to
document whether the auditor considers the control to be satisfaetmly whether
compliance was evident.




Audit Guidelines for Revenue Receipt Audit

6.10 Substantive Tests of Accounting Estimates

This form summariss the errors identified during the performance of substantive tests on
accounting estimates. Tlaeditor will use it to summaiserrors that were idefigd 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 identified in the Planning file fathadc
AChecklIl i st of account ithegaudeos willi docarmeatshisitero b e r ¢
review of the estimate and the nature and value of any errors that were identified. These
errors will be summarized in the Substantive Tests of Accounting Eesnfatm as

described above.

6.12 Substantive Test Sample Summary for each Audit
Programme

The auditor must test the sampled transactions to identify the incidence of errors in the
sample. This is done by following the detailed guidance provided in thdit Au
Progranmes for different aspects of auddiven at the end of this chapter under the
heading Audit Progranmes. The auditos are expected to select the relevant audit
programmes for each audias they do not have to apply all the possible ABdigranmes

in every audit

Substantive testing examines a sample of individual transactions to determine whether the
transactions selected comply with all applicable laws, regulatrofes and to find any
errors or anomalies thatay exist. Each Audit Programe provides a basic set of steps for

the auditor to follow to perform substantive tests.

The substantive testing section of the Audibgranmes includesa basic set of audit
objectiveswhich are described below:

Audit Objective s:

To determine whether, on the basis of the transactions examined (selecting a
representative sample of transactions or other form of sample), thebentityf i nanci a
statements comphwith the following assertiods

1 Presentation and Disclosurethe transactions have been appropriately recorded,
classified and presented.

SAnother set of assertions commonly used are: Existence / Completeness / Valuation / Rights and
Obligations (or Owneship) / Presentation and Disclosure. The set used in these Guidelines is more
appropriate for the audit of transactions in the public sector.
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1 Existence and Occurrenceall transactions relevant to the year of account have
been recorded and all recorded transactions have occurred

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

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

1 Regularity: all activities and financial transactions examined comply with relevant
laws and regulations (based thre selection of all significant activities&nsactios
and a sample of the remaindeand on the basis of this audit work conclude
whether the relevant laws and regulations are being properly applied.

The key Audit Programes for this purpose are given und2d6.

6.13 Substantive Test of High Vale/Key Items z Summary

This form is used to summagi®rrors found by the Substantive Tests of High Value/Key
Items that were performed. The auditor should note what procedures were performed the
nature and value of the erraaad crosgeference th@rocedure to the working paper that
provides the details of each test (Details of Errors in Samples, High Value Items and Key
ltems).

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

The auditor will complete one copy of this form for gveingle error discovered in any of

the substantive tests of details (from sampled transactitigh Value Iltems and Key
Items). Details of the voucher on which the error occurred, the nature and cause of the
error and its value ate be documented onighform.

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 ,atidéta good practice to
arrange a meeting with senior entity mamagat at the end of the fieldwork at each
location.

The audit of decentralized sites, remote from the Audit Office (out of which the audit team
operates), is complicated by the fact that briefinthefmanagement at the site cannot be
done aftethe senor audit managememtasreviewed theauditfindings. This meanthat

the team should provide feedback to management at the decentralized site prior to
conducting a full review of findings. It ia good practice for the audit team leader to
determine whether there are any sensitive issues that need to be brought to the attention of
senior audit management prior to discussing with entity management at the site. Where
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potentially sensitive matters aire/olved, the audit team leader should obtastructions
from senior audit management before the exit briefing.

6.16 Audit Programmes

The remaining part of this secti@montainsthe following detailed audit programes for
various audit areas:

Sales TaXAssessment

Sales Tax Refund

Sales Tax Recovery
Certification Audit (CAO)
Assessment of Custom Duty
Refund and Rebate (Customs)
Royalty on Crude Oil and Natural Gas
Gas Development Surcharge
Petroleum Development Levy
Employee Related Expenditure
Goods &Services

Project Audit

Fixed Assets

= =2 =4 _-0_9_9_98_95_2_-2_-2°9._-2_-2-°

The Audit Progranmes 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 ne¢éd$e noted thahe auditorshouldbe familiar with

the operations of the audit entity asttbuldhave a sound knowledge of the relevant laws,
regulations and rules with which the transactions must corpig will allow him/her to

make appropriate adjusents to the audit prograne guides Furthemorg if the audit
programmes do not cover the auditdrsequirementshe can add an audit work sheet on
which he notes thedetails of transaction(s) (revenue/expefisgestment etg)his audit
procedure(s) anfindings. The audit programmeésave beemevelopedy keeping in view
therisksmentioned in 3.5.

6.17 Audit Programme:Sales Tax Assessment

NAME OF AUDIT ENTITY: Federal Board of Revenue

Audit Procedure DBoyr?e Ref.

Existence and Occurrence
1 Returns ofsampledunit should be matched with CPR actieck
that the sam CPR is appearing in relevararik scroll.
9 Check that record of &P division for a selected period (fg
particular day / monthforresponds with amount depositiedto
bank for that period.
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Audit Procedure DBoyr?e Ref.

Completeness
9 Calculate an estimate of the total sales tax due through tur
declared in audited accounts and compare with actual
deposited by tax payer.
1 Scanning data, determine whether any examples of un
changesn tax submitted this year compared to previous years

The compliance withapplicable rules, regulations and policig
regarding the occurrence of such receipts
Check:

1 thatdepositis made according to prescribed manner (an
the prescribed return) by specified registered persons.

91 that Debit and Credit Notes and adjustment of sales
there against have been made within the stipulated perig

1 that destruction of goods (on tigeounds that the same 3
not fit for human consumption) is made under supervi
of an authorized officer deputed by the Collector.

1 that all the registered persons have submitted their =
within the due date.

i that in case of change in rate of taxidg a tax period, :
separate return in respect of each portion of tax perig
furnished.

T that ASummary of Sal e an
submitted by all the registered persons.

1 that penal action has been taken and tax due recovel
cases wherenput tax adjustment claimed wrongly ¢
account of incorrect application of formula (apportionm
of input tax) irrespectiveof the factthat the claim was
provisional.

1 that 15% per annum has been deducted by the Collec
from service chargebeing @mid to NBP on accounbf
receiving of returnef tax collected late deposited in SBP

Sales Tax Act 1990 sectio6 and
Sales Tax Rules 2006 Rule14,15,18
Sales Tax Act 1990 sectio

To determine if internal controls are adequate.

1 that the financial remrd is reconciled with the sales t
record. Sale as per financial accounts prepared by
registered persons to be tallied with the sales as per sal
returns.

To checkthe proper assessment of input tax.
i that input tax claimesn raw material is atwed relating
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Audit Procedure

Done
By:

Ref.

il
1
il
1

T
1

T
1

1

To checkthe proper assessment of output tax.

To checkthe proper determination of tax due.

wholly to the taxable supplies to the registered persons
make taxable and exempt supplies simultaneously.

that final adjustment of Input Tax has been made at the
of each financial year where apportionment of inpu
involved.

that noadjustment of input tax is availed against speci
item.

that the purchase documents i.e., sales tax invoices, G
and auction documents are available for claiming input t
that except those notifietegistered persons shall not
allowed to adjusinput tax in excess of ninety per cent
the output tax for a tax period.

that the purchase documentwre valid and complete in g
respects
that input tax is not claimed on the invoices issued by
blacklisted registered persons.
that all paymenffor transactions exceeding value of fif
thousand rupees are made through banking instruments
that the input tax is not claimed on the materials use
exempt supplies and services.

that the accuracy of arithmetic calculation of input
claimed in sas tax return is according to purcha
documents.

that the output tax tallies with the sales tax invoices is
during a tax period.

that exempt and zero rated supplies are consistent
relevant provisionsf law.

that the accuracy of calculation of output tax claimec
sales tax return is according to sales documents.

that the rates of sales tax have been correctly applied.
That thesupplies and servicdgave been charged sales
as per law

Thatthe accuracy of arithmetic calculation of tax due.
Checkthe inclusion of the arrears of the tax due relatin
the previous tax period if any.

Check the payment of tax due, default surcharge
penalty, if any.

Check the deposit of tax due in proper head of accour
the bank.
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Audit Procedure DBoyr?e Ref.
Correctrealisation of default surcharge and penalty.

1 that penalty has been imposed and recovered (Rupee
thousand or 3% of the amount of tax involved, whichevg
higher) against theegistered persons who repeat errone
calculation in the return during a year wherebg amount
of taxis lessthan the tax due

1 that penalty has been imposed and recovered in cases
returns are not submitted within the due date.

1 that penalty hst been imposed and recovered (Rupees
thousand or 5% of the amount of tax involved, whichevg
higher) in cases where payment has not been made
prescribed manner.

1 Check the accuracy afalculation of default surcharge a
penalty in case of lat/ non filling of return.

1 Checkimposition and payment of default surcharge
penalty in case of non compliance of Act and rules.

1 Checkthe admissibility of amnesty for waiver of defa
surcharge and penalty if any.

Sales Tax Rules 2006 Rule22
Sales Tax Act 1990 sectiorll
Sales Tax Act 199Gection 33 and 34
6.18 Audit Programme:Sales Tax Refund
NAME OF AUDIT ENTITY: Federal Board of Revenue
Audit Procedure DBoyr?e Ref.

The RPOs matchwith the Treasury Office Record.

1 Select a sample of tax refunds from the payment schedule
with the Treasury Officer, and trace it to the Refund Payn
Orders (RPO) issued by the Collectorate.

1 Check thatthe pre-payment Audit is conducted of tlabove
samples selected.
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Audit Procedure

Done
By:

Ref.

T

The refund is determined correctly.

Check that in the selected samples, claims have not b
entertained unless the claimant has furnished the claim g
prescribed software (RCPS) alemgth the supporting
documents within 12@days of the filing of return.(Rule 28(1
Sales Tax Rules 2006.

Chek that the suppliers are not on the list
suspected/blacklisted registered persons.

Checkthat the refund is sanctioned against original docum
and check excess payment or a seadanin against the san
documenis not made
For the samplecheck that the Officefin-charge does ng
sanction the validated amount and the RPO without the re
of Analysis Report from th&ystem Sales Tax Rules 20(Q
(Rule 30(1))

1
il

The refund case is sanctioned after proper verification.

For the sample selecteleck the following

That the refund is claimed within the period permissible ul
the law and is confirming the relevant sales tax returns.
That any inputax not claimed within the relevant tax period
any tax paid inadsrtently or any refund exceeding on
account of any decision is claimed within the permiss
period of one year as required under Section 66 of the
Tax Act; 1990

That bills of enty (Goods Declaration) or tax invoices bg
name and Sales Tax Registration No. as proof
imporfpurchase by the claimant

That such purchas@sports are shown in inventdpurchase
record.

In case of invoices of more than Rs 50,0€leck that proof
of payment to the supplier (for domestic purchase) thrg
banking channel is available

That the supplier has shown sales and output tax in releva
returns and paid output tax thereon.

That consumption of raw material(s) shown corresponds
goods manufacture®xported as per comparative statem
provided by claimant and available in file

That the proof of export i.e. shipping bills showing M.R. |
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Audit Procedure DBoyr?e Ref.

and date is available and is verifiable from the PRAL data
1 That in case of commercial exporters, bamedit advice is
available
1 Check that all the limitations of Export Policy Order 3
complied with.

Refund issued is genuinely paid

1 For the selectedsample of sales tax refund, reconcile
figures reported by CAO with the monthly Reconciliat
Statement of SBP.

6.19 Audit Programme:Sales Tax Recovery

NAME OF AUDIT ENTITY: Federal Board of Revenue

Audit Procedure Done Ref.

By:

Serving of notice STRL4 (Demand Note) in case of failure ¢
recovery measures

1 Check that, in case of failure of recovery measuiasen
by the referring authority under rules 71 and ,7Zhe
referring authority issues a demand note in the form se
in STR14 to the Recovery Officer specifying the details
Government dues meant facovery and shall certify th:
there exists no bar or stay order against the prop
recovery.Sales Tax Rules 200ule-73

The recovery cases match with the master registers. -35R

1 Select a sample of Sales Tax Recovery transactions
the monthly information exchanged by the Referr
Authority (Assessment Officer) and the Recovery Offi
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Audit Procedure DBoyr?e Ref.

(Enforcementand Collection Division) and trace it to th
Master Registers (Adjudicatiomow assessmentand
Recovery Registers respectivelgnaintained by the tw
offices.Sales Tax Rules 200®ule75) Form STRL5

Documentation isproperly filed and maintained STR-16 for
initiation of recovery action

1 Check that the following documents are filéen the maste
register as and if required(Rule 71):

Vv STR-16 (Service of notice to the Sales Tax, Custo
Federal Excise and Income Tax Officers to deduct
Government dues from any money owing to

defaulter)

Vv Notice to any person or organization wholds any
money for or on account of the defaulter

Vv Notice to the Customs Officer to stop the clearanc

any goods imported by the defaulter

Proper serving of tie notice STRL7 for stoppage otlearance
and sealing of business premises

1 In case of non recovery the referring authority has se
STR-17 informing the defaulter that removal of any go
from the business premises shall be stopped with €
from the date specified in the notice till such time the @
are paid or recoverad full. Sales Tax Rules 200®ule-72

Serving of STR18 for attachmentand sale of property

1 Check that the Recovery Officer, on receipt of the dem
note, shall serve upon the defaulter a notice set out in
18. Rule74

Serving of STR19warrant of attachment of property

9 Check that the warrant in Form SFRO is furnished to th
attachment officer. Rui88
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Audit Procedure DBoyr?e Ref.

Aging Analysis

1 Prepare and analyse the aging of recovery of outstar
dues.

6.20 Audit Programme:Compilation of Accounts

Done WP

Audit Steps by Ref

1 Obtain monthly figures of tax receipts prepared by
Processing and Assessment Division / Statistical Branc
the CollectoratéChief Accounts Officer

1 Obtain monthly reconciliation statements of the whole
from the Treasury Office / CAO duly signed and stampe
the CAO and AGPR.

1 Check that these are reconciled monthly with the Treas
Office, CAO, State Bank and AGPR
V In case of any variation in the Treasury Office / C
figures with the AGPR office figuresheck that these
are properly reconciled or other remedial actions H
been taken by the CAO for proper reconciliation.

1 Obtain monthly figuresof the revenue receipts from tl
NBP Link Branch for last three months of the financial y
i.e. April to June and match these with the monthly figy
of the Treasury Office / CAO/ DAO. Reconcile the t
figures after taking the effect of spill over.

1 Check that the designated branches of NBP transfer 1
daily receipts to the link branches of NBP on daily basis.

1 Check that thepayment of service charges to NBP is m
on the basis of monthly statement submitted by the Man
NBP, and main brag.

1 By selecting sample of transactioskeck that the link
branch of the NBP has sent the consolidated figure
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Audit Steps

Done
by

WP
Ref

revenue collected by the designated branches (along w
own collection) to the CAO on daily basis?

1 Check the Classification of Accounts
V Checkthat the entries of Bank Scroteceiptsreported
by the link branches of NBP have been entered ir
daily collection register by the AD under prope
head of account.

Check the timely deposiand ecordingof Sales tax

M Scrutinise whether these amounts have been refunded
month of July.

1 Obtainthe instances dfales tax depositday the tax payer
in June,but accounted for by the CAO / Treasury Office
July.

1 By selecting Refund payment ordattseck that the prope
record of refund cases is kept and refund is issued K
authorized officer and entered in the payment register b
Treasury Officer.

1 Checkreconciliation statementsof RPOs, refund cheque
issued and encashment of refund eheqwith reference t
advices issued to the SBP.

1 Checkthatthe accuracy ofecord of refund cheques clear
and uncleared from the SBP is kept by the Treasury Offi

1 Check that thestatement of refund cheques and cleg
from SBP during a month igrepared on monthly basis a
sent to the AGPR along with monthly accounts.
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6.21 Audit Programme: Assessment (Customs Duty)

NAME OF AUDIT ENTITY: Federal Board of Revenue

Audit Procedure DBoyr.le WP Ref.

The duty assessed/ deposited dhe goods declaration match with
the Treasury Office Record.

1 Tocheck that the dutitaxesaredeposited under the correc
heads of account receipt.

1 Check that theraount received, signature with stamp of
authorized bank officer

Check that theerceipted amount tallies with the bank scroll

Check that theeceipted amouns accounted for by the Chig
Accounts Officer

1
1

Reconciliation of Transshipped goods with the clearance
documents

1 Obtainrecord oftransshipmenadvices. Select a sample (m
be of one month) and compare with GD filed.

Whether the GDs filed for the clearance have been processed

1 Obtain the total record of GDS$led and compare witl
clearance record (cash register/out charged recorg
computerised data).

1 In case of any difference obtain justification for non or
processing

Whether the assessed amounts have been realised and accour
for properly
1 Sekct a sample ancheck the amount assessed deposite
thebank (checking of Bank scrolls)

The imported goods classified under correct PCT (HSC) heading

1 Select a sample of Goods Declaration ( Bills of Entry) fi
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Done

By: WP Ref.

Audit Procedure

the import section and match it with PCT(HSC) head
available in the Ist schedule of the Customs Act, 19695
( ¢ )of the Customs Act, 1969)

1 Check that theselected samplegre duly supported with th¢
commercial invoice/ Bill of lading/Packing tiand contents
tallies with the entries shown on the face of GD.

1 Check that the LabReport if any, mataes with the goods
classified.

Correct rate of duty and taxes applied for.

1 Checkthat in theselected samples, correct rate i.e cust
duty, sales tax, income tax and federal excise duty if
applied for.

V (Sec. 18( ¢ pf the Customs Act, 1969)

V (Section 3 of Sales Tax, 1990),

V (Section 148 of the Income Tax Ordinan
2001)

V Ist schedule ofhe Federal Excise Act, 2005.

Benefit of SRO if clainved, correctly applied for.
1 For the sample selectetleck the following

V Exemption availed on the support of SROthe
time of release.

V  Condition imposed in the SROs prior or af
releasdulfilled

V Bank Guarantddndemnity Bond with referenc
to above released aftethe fulfilment of
conditions laid down

Correct valuation for customs duty and taxes.

1 For the above sample of Goods Declaraticimeck that the
duty assessed on the value determined on the basis @
Commercial Invoice.

1 The assessmem$ made on the evidential value/ Valuati
advice (Section 25 of the Custom Act, 1969)

1 Correct rate of exchangeapplied (Section 30 of the Custo
Act, 1969)
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Audit Procedure DBoyr.le WP Ref.

1 Sales taxis worked out on the duty paid customs va
(Section 2(46) of the Sales Tax Act, 1990)

1 Income taxs worked out on the customs value, customs d
sales tax and federal excise duty if any.

i Calculationsarevetted by the authorized Cust®@ s Of f

Sufficient and adequate customs / excise inspection and controls;
1 Examine inspection reports and note:

V what proportion of declarations are checked V
inspection
V what proportion of declarations found inaccurate u
detailed inspection

1 Analyse,using CAATSs if possible, whetthe performance of
customs (excise) officers / customs (excise) offices varies
within reasonable limits or wheseme officers / offices were
not identifying irregularities and/or not catking revenuess
per targets

1 Consider, if feasible, arranging inspections of containers
(including containers already inspected by customs / excig
officers) to estimate the extent of losses under the inspect
activities and the performance of the inspection m®ce

1 Conclude whether there is sufficient inspection effort (for
example, by comparing the cost of inspection versus the
amount of taxes collected as a result of inspection

1 For a sample of inspections finding irregularities, determin
what actions occurredsa result of the inspection (issuing @
rulings / appeal / payment / court action by the governmer
other) and determine whether actions complied with polici
and procedures
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6.22 Audit Programme:Refundand Rebate(Customs)

NAME OF AUDIT ENTITY: Federal Board of Revenue

Done

Audit Procedure )
By:

WP Ref.

The RPOs match with the Treasury Office Record.

1 Select a sample of tax rebate claims from the payri
schedule, kept with the Treasury Officer, and trace
the Rebate Payment Ordéssued by the Collectorate.

1 Check that pre-payment Audit is conducted of thg
sampleselected.

The rebate is determined correctly.

Check that:

1 the selected samples, claims have not been entert;

unless the claimant has furnished the claim wi

stipulated period. (SRO. 784)

the correct rate of rebate is applied for.

the rebate sanctioned against original documents i-e

duplicate copy of shipping bill.

1 there exists a system to check excess payment
second claim against the same document.

1 the relevant bank credit advice (Remittance of forg
exchange) exists

= =
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Audit Procedure DBoyr?e WP Ref.

The rebate case is sanctioned after proper verification.

For the sample selected@avecheckthatthe:

1 rebate is claimed within the period permissible un
the law

1 shipping bill (Goods Declaration) or commerc

invoices bear name and Sales Tax Registration

as proof of expoxsupplies by the claimant

claim is not less than Rs: 100.

rebate is calculated on the FOB value.

contents of exported goods per inspectio report

match with the goods shown on the shipping |

commercial invoice, packing list and bill of lading.

1 the proof of export i.e. shipping bills showing M.
No. and date is available and is verifiable from
PRAL data

1 in case of commercial exporge bank credit advic
is available

1 all the Ilimitations of Export Policy Order a
complied with.

= =4 =4

The rebate orders issued are genuinely paid

1 For the above sample of rebate claim, reconcile
figures reported by CAO with the month
ReconciliationStatement of SBP.
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6.23 Audit Programme: Royalty on Crude Oiland on Natural
Gas& Petroleum Development Levy (PDL)

Done WP

Audit Procedure By: Ref.

Existence and Occurrence

1 Select a sample of receipt vouchers and check entries |
against irroyalty’ PDL record.

1 Check supporting documentation doeckthat all theentries
in the accounts are based upon correspondugporting
documents i.e. bank paid challans.

1 Check that entries/listing in royalt?DL recordfor May and
June, corresponds \itamountdepositedinto bank for that
period.

1 Also check that there are no delays between receipt of
challans and reporting to Ministry of Finance.

1 Also check that there are no delays in paymemtif/royalty
by E& P companies in accordance wikie wles applicable

Royalty on Oil and Gas Collected/Due
1 Select a sample of oil/gas fields to check that al& BP

companies have paid royalBDL for the complete perio
(twelve months of the year) for all the oil/gas fields remai
in production operated by them or have joint venture.

1 Check that all E &P companies are sending challans shov
payment of royalt#PDL for the whole year (twelve month
in which they remain in production.

1 Check that allE & P companies have paid their complg
share of royalt§PDL actually due in relation to oil/gs
production for eachand every oil/gas field either solel
operated byltem or having partnership under a joint ventu

Completeness of eporting of Royalty Receipts to Finance
1 Check that all royal?DL receigs recorded by th

department arecorrectly reported to Ministry of Finang
during the current financial year.
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Done WP

Audit Procedure By: Ref.

Completeness of Accounting of Royalty Receipts by Accountin
Centres
1 Check by selecting a sample that SBP/NBP colleg
royalty/PDL receipts are sending its challans to accoun
centres for booking purposeCheck that the accountin
centres are correctlyobking the royaltyPDL challans unde
the proper heads of accounts.

Completeness ofassignment of Shares from Net Proceeds ¢
Royalty to Provinces by the Ministry of Finance
1 Check by selecting a sample that Ministry of Financg
assigning the shargsom the net proceeds of royalBDL
receipts correctly to provinces as reported by the departm

Measurement
1 Take a sample of challans pertaininggBo& P company to
check calculation of amount of royal®DL due with the hely
of production data, value of oil/gas, rate of exchange
available with the department by comparinghathatshown
by the company on challamndattached statemesnt

Regularity

1 Check that relevant rules are strictly being contpligth by
theE & P companies at the time of payment of roy&MyL.(
Pakistan Petroleum Exploratiand production Rules 1949
1986and2001)

Presentation and Disclosure

1 Check in the sample already taken that royalty payment
correctly identified/ classified in the compilatio
Sheet/General Ledger under the correct Object and cori
coded according to the Chart of Accounts by the accoul
centres.

1 Check that the royalty paymefigures (on monthly basis
are correctly furnished toespective sulnffice of AGPR
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Audit Procedure

Done
By:

WP
Ref.

through Monthly Cash Accounts.

for the period reported/recorded by the department.

1 Check whether the manager(s) recon¢slethe information
in the accounting report with the royalty payments rece

6.24 Audit Programme:Gas Development Surcharge

Audit Entity:  Ministry of Petroleum and Natural Resources, Islamabad

Audit Procedure

Done | WP
By: Ref.

Existence and Occurrence
1 Select a sample of receipt vouchers/challans

check entries ther@against in thed epar t
record.

1 Checkthat all theentries in the accounts a
based upon correspondisgpporting document
i.e. bank paid challans.

1 Check that entries/listing in GPrecord/registe
corresponds with amount enéd into bankfor
that period

1 Check that there is no delay in payment of GI
by companies in accordance with Ru
applicable

Completeness

Completeness of GDS Collected/Due

Select a sample to check that all companies have
GDS for the complete period (twelve months of ykar)
for which GDS liability occurred on the supply of natu
gas.

1 Check that all companies are sending challans sho

payment of GDS for the whole yeawglve months) in
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Done | WP

Audit Procedure By: Ref.

which they have incurred liability of GDS

Completeness of Recording of GDS

1 Check the completeness of recording of receipt vouc
from point of receipt to the bank and to the accoun
centres.

Completeness of Reporting of GDS to Finance

1 Check that all GDS receipts recorded by the depart
are correctly reported to Ministry ¢finance during the
current financial year.

Completeness of Accounting of GDS Receipts Accountir
Centres

1 Check that SBP/NBP dekting GDS receipts ar
sending challans to accounting centres for boo
purpose.

1 Check that the accounting centres aoerectly booking
the GDS challans under the proper heads of accq
furnishing monthly cash accounts to AGPR for onw
compilation/consolidation.

Completeness of Assignment of Shares from Net Proceeds
Royalty to Provinces by the Ministry of Finance

1 Check by selecting a sample that Ministry of Financ
assigning the shares from the net proceeds of
correctly to provinces as reported by the department.

Measurement

1 Take a sample of challans pertaining to any indivig
Company to check calculation of amount of GDS
with the help of supply/sales data, sellengd prescribed
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Audit Procedure

Done
By:

WP
Ref.

prices of natural gas notified by ORGRA from time
time, available with the depament bycomparing with
that isshown by the company on challand attached
statement.

Regularity

1 Take a sample of challans to check that the proced
for collecting GDS comply with relevar
legislation(Natural Gas Development Surcharge
Ordinance 1967)

1 Check that relevant rules are strictly complied with
the companies at the time of payment of QD¥tural
Gas Development Surcharge Rules 1967)

1 Overdue Taxes Properly Recorded and Reported

V Check that all monies due to the government
account of GDSand not collected, are proper
recorded as uncollected receipt®n a basis of al
transactions or a selected sample.

V Note whether a report of total outstanding GDS
produced regularly

V Examine these reports and determine W
management actions araken as a result of th
reports I decide whether the situation
appropriately handled.

V Check that the records of taxes outstanding
adequately protected

Presentation and Disclosure

1 Check that GDS payments are corre(
identified/classified inthe General Ledger /compilatig
Sheet under thecorrect Object and correctly cods
according to the Chart oAccounts by the accountin
centres.
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Done | WP

Audit Procedure By: Ref.

1 Check that the GDS payments (on monthly basis)
correctly furnished to respective saffice of AGPR
throudh Monthly Cash Accounts. And furthg
submission to AGPR main office for consolidation
working sheet/Consolidated Fund Receipts.

1 Check whether the manager(s) reconcile the informg
in the accounting report with the GDS payme
received for the period reported/recorded by ti
department.

6.25Audit Programme z Employee Related Expenses

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

Done WP

Audit Procedure By: Ref.

Existence and Occurrence

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

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

3. Check that proper personal files of all the officers with
necessyy particularsare being maintained.

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

Completeness

1. Compare list of employees paid against Establishment Ref
for selected months

2. Check that proper particulars are enteredudit Register for
Gazetted Officer and in Scale Audit Regis(&R) for Non

Gazetted Officer.
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Audit Procedure

Done
By:

WP
Ref.

Check that Office order or Establishment order for i
appointment is issued by concerned head of departmen
amount is paid according to said order antitlement in AR.
Select a sample of employees who recently retired / transf
out / otherwise left the office and check whether any rece
payments after date of leaving (adjusting for timing of
payment)

Select a sample of employees recentinijig the office ang
confirm that they were not paid before they commenced
Conduct a reconciliation (and/or check a batch of transact
between {Direct Credit Advice / Payroll Advice / DD
mont hly statement} and Mo
Salariesand General Ledger

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

1.

w N

Measurement

Check that acknowledgement of payment to employee
received from employees / Drawing and disbursement off
(DDO).

Check that DDO certified the payment to Non Gazetted Off
Check that Payroll Officer prepares Monthly Schedule
Employees latest by 26 of each month and Approvec
Supervising Payroll Offiae

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

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

Check for the selected sample of employees recently jo|
the office that the amount of the first payment was col
according to the start ti and according to their Payr
Registe.

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

For employees who recently left the office, the amodrihe
last payment was correct according to the date of last di
employment in section and according to their Payroll Reg
i compare pay slips with Last Pay slip Certificate issued

Check that payroll payments are correctly identified in
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Done WP

Audit Procedure By: Ref.

Compilation Sheet under Payroll Object and correctly cd
according to the Chart of Accounts by checking for the sali
of transactions that the net pay and deductions have
correctly coded according to the Chart of Accounts codes.

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

Regulaity

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 rels
rules and regulations.

2. Check that the salary and grade for the employeebkas
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 OffiR¥10)

4. Check that the appointment letter of the employee has
signed bythe 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 report

Medical certificate

Interview score sheets
0 Leaveapplications (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 O0OO0OO0OO0o0Oo

Promotions & Increments:

1. Check that an Annual Performance Reporh&ntained by thg
Administration Department for the employee
2. Check that the promotion of the employee has been appi
by the relevant authority.
3. Check that the employee has received the annual increm
per the increment order, and his salary doet axceed thg

maximum basic scale limit
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Done WP

Audit Procedure By: Ref.

4. Check that the first annual increment of existing employee
basic pay scales, in which their pay is fixed or0@F22007
shall accrue on 1st December, 2007.

(Finance Division O.M. No. FD.PC-2-1/2007 dated 23rd
July, 2007

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
the approval of the relevant authority

Resignations& Terminations:

1. Check that all resignations/terminations have b
approved by the relevant authority after complying with all
rules and regulations applicable.

2. Check that the employee after the date
termination/ resignation do
sheet.

Adhoc Relief (Wage Type: 1831)

1. Employees whose date of joining was-@Q005 should b
paid adhoc relief allowancas per revised pay scale 20(
(Para-6 of Finance Division LetterNo. FD.PC.21/2005

2. Adhoc relief allowance shall continue to be admissible
frozen level on existing conditiongFinance Division O.M
No. FD.PC-2-1/2007 dated July 23, 200y

3. Check thathis allowance is also admissible to the appointn
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 suclk
allowance would also bmade admissible to Govt. servants
extra ordinary leaves as soon as they resume duties, |
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)

SpecialAdditional Allowance
1. Special additional allowance after its discontinuation w.ef

12-2001 was made admissible at frozen level in casi
appointments by promotion/transfer / absorption taking p
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Done WP

Audit Procedure By: Ref.

after its discontinuation. It was not allowed on aeaD112-
2001. This category of government employees included t
who were appointed from one post to another during the
period despite the fact that they were in the receipt of beng
their previous appointments.

2. Check that this allowance ialso admissible to those Goy
servants who were entitled to and were in receipt of
benefits immediately before their appointment on or after
12-2001. However it is inadmissible to those fresh appoin
who have not been entitled recipients imnagely before sucl
appointments (Finance Division O.M. No. FD.PCG2-2/99,
dated July, 21, 2007)

Special Allowance (Wage Type: 1550)

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

2. An increase @ 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-@@005 should bg
paid special relief allowance (@ 15 % of basic pay per m
to a civil servant in BPS to 22 vide letter #No. FD.PG2-
1/2003) as per revised pay scale 20(Para-6 of Finance
Division O.M # FD.PC.21/2009

2. Special relief allowance shall continue to be admissiblé
frozen level on existing conditiongFinance Division O.M
No. FD.PC-2-1/2007 dated July 23,2007)

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 sucl
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 EOI(Finance Division O.M. No.

FD.PC-2-2/99 dated July, 21, 2007)
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Audit Procedure

Done
By:

WP
Ref.

SuperannuationAge

1. Superannuation pension is granted to a Government servs
completion of age. Check those Government officials
have attained the age of superannuation but are sti
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
admssible to new entrants joining Govt. service on or g
01.07.2007.(Finance Division O.M. No. FD.PC-2-1/2007,
dated 23rd July, 2007

Entertainment Allowance (Wage type 1518)

1. Check that this allowance is admissible to the Grade 19
above officers

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 sai
of transactions that the net pay and deductibage beer
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 presented in a way that it can be used b
payroll section.

3. For a sample of months, check that the total pay (gross, n¢
deductions) are correctly presented in the General Ledgt

making the necessary calculations.




Audit Guidelines for Revenue Receipt Audit

6.26  Audit Programme - Goods and Services

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 testirig)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 authation / invoice / delivery
receipt / any receiving documentation / payment) and c
entry in Inventory Register and in general ledgBara 148 of
GFR- Vol-1)

3. Check payments for product/service entered into ledgethfo
financialyear. (Para 66 of GFR- Vol-1)

2. Confirm that the payment was made to the correct paye
comparing information on cheque register with invoice
delivery information (Rule 205 of FTR Vol1)

3. Check also whether any i dg
practi ces plfi tftoi rndgeor, i . e. p u
need for sanction from a higher author{fitule 9 of PPR 200%

4. At least for large transactions and transactions close to yea
conduct physical check on existence of goods and servic
these are diant from site where conducting audit, may s
confirmation in writing from DDO or independent part{fara
159 of GFR Voll)

5. Review suspense account for-ciearedunclaimedpayments o
for inappropriate clearancg®Rule 635 of FTR Voll)

Completenss

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 yéRara 66 of GFR- Vol-1)

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

end)
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Audit Procedure

Done
By:

WP
Ref.

Measurement

1.

© N

9.

For the sample of transactions, check tthe documentatiot
(purchase order / purchase authorization / invoice / deli
receipt / any receiving documentation / payment) is consiste
quantity, pricing, product description (particularly checking
substitution of lower quality/grade prodjct

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

Follow up on any shoifall / substitution / missing items
multiple deliveries to ensure that only whaas received wa
paid for.

Check that the invoice and payment have applied proper pr,
include any negotiated prices or other arrangements / r¢
correct freight charges if applicable
Check also that any payment advances have been prg
refleced in the invoice and correspondingly deducted f
payment

Check arithmetical accuracfRule 183 FTR Vol1)

Check inclusion of applicable guarantees, service support

If any products / services to provide maintenance or spare
for a product (i.e. mexpenditure to service a product previou
acquired) are included in the sample of transactions, checl
no payments were made for maintenance / replacement par
should have been covered by warranties

Check in case of late delivery, whetlagry penalties apply unds
contract and if so, whether payment was adjusted according

Regularity

1.

For procurements over Rs. 2,000,000, Advertised on the F
Procur ement Aut horityés (P
print media or newspapers havingde circulation has bee
made.(Rule 12(1) of PPR 2004)
For procurements between Rs. 100,000 up to Rs. 2,000
Advertised on the PPRAGs w
specified by regulation by the Authority from time to time ¢
may also be advesed in print media, if deemed necessary
the procuring agencyRule 12(1) of PPR 2004)
For procurements between Rs. 25,000 up to Rs. 100,000 R¢
for quotations are availablgt2 (©)(i) PPR 2004)

Procurements up to Rs. 25,000 The procurement prebessd
be conducted in a fair and transparent man(¥2 (a) PPR

2004)
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Done WP

Audit Procedure By: Ref.

5. Check thatunder no circumstances the response time shall be
than fifteen days for national competitive bidding and thirty d
for international competitive bidding from the date of publicat
of advertisement or notic€Rule 13(1) of PPR 2004)

6. Also ensure tht 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 pproval of rates of the lowest bidder
Comparative Statement by the @&8d has been obtained.
purchase is not made from the lowest bidder, ensure reaso
specified(Rule 38 of PPR 2004)

9. Acceptance letter issued to Contractor/ Approval on Quots
for other than contract supplies

10.Check that the Contra@s in the prescribed 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/ @pplier. Supplier's Bill details matches with {
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 Mecheal 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 delivdey
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.Checked rates of Income Tax and Sales Tax and ensure |
withholding & deposit in Government treasuryncome tax
Ordinance, 2001 & Sales Tax Act, 1990)

21.Cheque issued as per instructions from the suppliers
particulars mentioned in the Contract and ensured thai

budget limit was available.
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Done WP

Audit Procedure By: Ref.

22.Check that bill submitted for payment is for the current pe
and is not paitbefore.
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 forpre-qualification were clearly defined

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

Consultant were appointed as per appdgvelicy and guideling
issued by the Gov(Rules 8, 12 & 150f PPR 2004

arwnNE

Engagement of contactor
Check that:

1. Enlistment/renewal of contractors witte department.

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

3. Criteria for selection of contractors were followed.

4. Sufficient time was given to contractors feubmission of
documents for prgualification
(Code of the relevant department)

Tendering
Check that:

1. Tender was advertised in accordance with the policy of

government.

Bids were invited/received from popialified bidders

Bids were evaluated aratcepted within validity period.

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, accunateviahout any

ambiguity.

9. Cost of administratively and technically sanctioned was reco
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 etc) quoted by

ONOORWN
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Done WP

Audit Procedure By: Ref.

applicant and rates quoted by the contractor were providg
figure and words.

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

13.Comparative statement of all the bidders was prepared i
tender register.

14.The basis on which bidding application were acceptec
rejected.

15.The arithmetic accuracyf dhe calculations made in the teng
and estimates.

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

17.Award of work awarded without open tendering or on the b
of single tender as per codal rules.
(Rule 20 to 27 ofPPR-2004)
(Relevant contract agreements)

Presentation and Disclosure

1. Check that purchase payments are correctly identified in
General Ledger under the correct Object and correctly ¢
according to the Chart of Accounts by checking for the sat
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 Le(
under the relevant Object Codasd that the information i
presented in a way that it can be used by the respor
managers section.

3. Check whether the manager(s) reconcile the information ir
accounting report with the purchases for the period reported
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6.27 Audit Programme - Project Audit

Audit Entity: Audit Period:
Date(s) Conducted:
Done
Audit Procedure )
By:

WP
Ref.

Existence and Occurrence

1. For a sample of projects expenditure transactions, ¢
whether payments of bills/invoices are promptly ¢
correctly entered into accounting records.

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

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

Completeness

1. For a sample of projects, reconcile the total payments, d
the year of audit, (as determined by inspection of vouche
from project accountswith the amount recorded in tf
General Ledger.

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

Measurement

1. Where projecbills/invoices are based on volume of mater
used (and/or contract hours consumed) check for a sam
vouchers that the total cost is correctly calculated on the
of volume times unit price (and/or number of hours tir
hourly rate), taking i consideration any discounts
overtime rates.

2. Where payment is based on progress, check a samf
payments to verify that the amount paid does not excee
technical of ficer 6s, or pi
achieved- and, wherefeasible, 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 prq
manager was appointed for each project, and given dele
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Done WP

Audit Procedure By: Ref.

financial powers as laid down in thE Del e g a
Financial Powerisnd sasr yi sosfue

2. Check that project paymentsvgabeen properly authorise)
and there is evidence on file that the work for which
payment is claimed was completed satisfactorily (suit
progress according to contract agreement, satisfactory g
and according to terms and conditions / speatifons as laig
out in the contract) and approved by technical officer / prg
manager.

3. Determine whether commitments were recorded, for
sample of projects examined, in accordance with
accounting policies laid down inSection 4.3 of thg
AccountingPolicies 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
under the project budget (as directed undaral0.3.3.4 of
the Accounting Policies and Procedures Manual.

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

Presentation and Disclosure

1. For a sample of projects, af\dhere there are a large numl
of payments per project) on a sample of payments, chec
all payments are correctly recorded in the General Le
against the project and no payments are made again
project that are not a valid expense againsptbgct

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

Appropriate approvals and project controls place before 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 ma
proceed

2. In particular, ensure that the funds had been allodate¢de
project before any contractual arrangements were entereg

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

signed
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Audit Procedure

Done
By:

WP
Ref.

Design Assessment (RPICReview)

1. Is the proposed method the best one for the inte
objective?

2. Are keyassumptions of project 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 ti
of such activitiesgiven in the PEL and assess the exte
causes and impact on project outcome of such devial
Also examine opportunity cost of delay in terms of beng
lost.

2. Is it likely to be completed within budget? Examine tim
and amounts of releasegis-avis budgetary allocation
project management capacity in utilization of releases (4
releases made use of in any given year), and impact of p
of releases/utilization capacity on project outcome.

Assessment against the principles of Econoiffficiency and
Effectiveness (3Es)

Economy:Procurement of inputs at minimum cost.

1. Has project management avoided waste in procuring inj
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 exploité
converting inputs into outputs?

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

1. Assess effectiveness from the angles of adeqy
accessibility, timeliness, and coverage -aigis 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 requifection 12 of

Environmental Protection Act, 1997.
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Done WP

Audit Procedure By: Ref.

2. Where an environmental assessment is required, ¢
whether one was done (or is bethone).

3. Conclude whether the environmental assessment was
(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 Protg
Agency.

Decisions to proceed based on appropriate and adeq
information

1. For those projects in the sample selected, check wh
decisions relating téhe project were made with supporti
analysis and information available i.e reliable estimate
cost, requirements specified and risks identified and asse

2. Where possible, conclude on the adequacy of the analys
do this may require expert opim 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 situatior
wherever feasible

1. The auditor should enquire whether there are aolicies or
directives regarding contingency planning for specific h
risk situations (possible labour disputes, availability/cos
particular technologies, environmental constraints, |
support for the project).

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

3. Where in the opinion of the auditor, a contingency plan w
be appropriate, determine whether one was produced
assess its appropriaess for the risks / requiremer
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 ent
the next stage dhe project.

2. In particular, ensure that commitments to proceed have
been made until all substantial requirements have




Audit Guidelines for Revenue Receipt Audit

Done WP

Audit Procedure By: Ref.

completed at the previous stage.

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

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

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

2. In particular, look for evidence relating to (whg
appropriate): proper inspection carried out, checking tha
full amount of magrials supplied, existence of quality cont
over products and services received; proper -sffr
procedures followed; etc.

3. Where the terms and conditions of the contract were not
check whether the necessary approvals, and correspo
contractamendments, 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, directiasl
procedures exist with regard to the monitoring and repo
of projects (particularly large and/or complex projects)

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

a) the progress of theroject;
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 rej
and conclude whether the entity conducts approp
monitoring and reporting of progress.

Corrective actions taken in a timely and effective manner

1. If any of the projects in the sample encountered problen
setbacks, examine what issues had toebelved.
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di q Done | WP
Audit Procedure By: Ref.
2. Conduct an analysis of what corrective actions had
identified as necessary.
3. Document what actions were taken and conclude whethe
a) these were taken in a timely manner
b) at a reasonable additional cost (compared to action
if available), ad
c) impacted on the success of the project
Testing conducted to ensure all components are in operatig
condition
1. For those projects in the sample that have been comp
check what actions were taken to assure that the faci
equipment /computer system / or other output met
original (or amended) requirements
2. Was a commissioning report (or report on satisfac
completion of the project) produc€eC-1V).
3. Did this report, or other communications indicate example
deficiencies (ounsatisfactory performance)
6.28Audit Programme z 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 provisiai 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 num
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
sample of transactions that the payments have been cor
coded according to thehart of Accounts.

4. Check that the all the additions (purchase / transfer in)
deletions (sal®f fixed assets havieeen properly incorporated
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Audit Procedure

Done
By:

WP
Ref.

Fixed Asset Register.
(Para 154 to 163 of GFR Voll)

Completeness

1. Check for a sample selected out of the Fixed Assets Registe
the assets physically exist and that they comply with
information in the Registaegarding location, asset identificati
number, description, classification, and other rele
information(Rule 159 of GFR Votl)

2. Check from physical inspection of a sample of assets on sit¢
they are entered into the Register and that the infoomabout
them is accurat€Rule 160 of GFR Vol-1)

3. Check for a sample of expendituttkat they have been record
correctly in the Fixed AssetRegisterand that they are on sit
according to location and that they are operational and [
used.(Rule 148 of GFR Vol-1)

4. For any items still in storage, or n@aommissioned, determin
theirreasons for nofunctional state(Rule 162 of GFR Vol-1)

5. For any assets not delivered, determine why payment was
before delivery(Rule 11 & 12 of GFR Vol-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 (Rithe 20 to 27 of
PPR 2004).

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

5. For the sample of purchased items during period audited, ¢
that the cost listed in the Fixed Assets Register is the same
purchase price (including cost of installationc&mmissioning
and check against supporting documentation.

Transfer in
1. For items transferred in, check whether any transfer payn
were made and if so whether for an appropriate amount.
2. Ensue that any donation/gift of fixed asset received, mel
requirements of theAccounting Policies and Procedures
Manual- APPM [13.4.3- Donations/gifts of fixed assefs

Subsequent Capitalization
1. Review any expenditure on improvements to assets aack

that these have been identified as capital expenditures.
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Done WP

Audit Procedure By: Ref.

Disposal
Check for a sample of fixed assets disposal that:

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

2. That an appropriate price was obtained (either by a compe
bid proces or by benchmarking the value of the asset bg
determining the price)

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

4. For any revenue, check that this was properly recorded if
General Ledger, or other account
(Para 166168 of GFR Vol1)

Transfer out
1. For items transferredut, check whether any transfer recei
were obtained and if so whether for an appropriate amount.
2. Checkthe accumulated depreciation of the assetssteared out
has been excluded from the accounts.
3. Check that any income earned on the transfer out of fixed g
was correctly recorded.
4. Confirm that assets were received by the organizations to \
they were transferred.
(Para 150 & 166-168 of GFR Vol-1)

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 regat
revised land rate or interest beyond six month aCteause 7 @
Land Acquisition Rules 1982

4. Check that name of land owner, actual acquired area,

applied for land or other item in land award.

Check that mutation of land acquiredthe name of Govt. done.

Check that proper account of PL@Assignment Account)s

available foradvance obtained in each case for land acquisi

Reconciliation made. duched account issue to concémsides

refund of unspent balance.

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

(Land Acquisition Act 1894 ChapterSecton-4, 5, 6, 10, 11

oo

16, 17 & 23)
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Audit Procedure

Done
By:

WP
Ref.

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 acqt
(equipment, buildings, etc.) or for any construction on Ig
where the government may not have clear ownership of thé |
particularly in the case of new road constructi(fPara 148 of
GFR Vol-1)

Presentation and Disclosure

1. Through analytical pradures, and by examining changes fr
previous years audited statements, check that the fing
statements are consistent with the information on the Fixed A
Register and entries in the General Ledger.

2. Check that fixed assets are correctly iderdifie the Fixed Asset
Register under the correct Object and correctly coded accord
to the Chart of Accounts.

3. Check whether reconciliation is being prepared that reconcile
changes in the Fixed Assets Register with the acquisitions
disposals ofassets for the period reported within the Gen
Ledger and that these are correctly presented and disclosed

Financial Statements.
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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 adit conclusions

Evaluation of AuditFindings/Results

By the end of the fieldwork stage, the auditors will have completed their audit
programmes and documented the results of their work. Part of this work would have
involved the identification of monetary errors, compliance with authoribfations,
internal control deviations, etc. These errors and deviations need to be dealt with during
the evaluation phase.

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

The optimum mix of tests of internal controls, analytical procedamessubstantive tests

of detailfor one specifidrinancial Audit or Compliance withAuthority objective for one
component may be totally differefrom anotherobjective or component. Appendix of

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

Reporting of Audit Conclusion

The auditor normally issues:

1 A formal opinion or a disclaimer dfinancialStatements and
T Long form reports cvatians eesulirg frgn Gompglianteo r s 6
with Authority Audit and Performance Audit.

The audit report is issued by the external auditor as a result of an external audit or
evaluation performed on a | egal entity or
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report is subsequently providedttee auditee orgarasion in orderto enable theises to
make decisions based on the results of the audit.

Whatever the audit type, the same considerations apply:

Audit reports should be easy for entity managemergdd (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 ofhie audit report should focus only on material and significant
matters;

Any conclusions and recommendations should be useful; and

All audit observationsshould be fully supported by reliable and sufficient
evidence.

x8¢ 4EA 1 OAEO 4AAI 60 2AO0ODPI 1T OEAEI E
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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 irregularitiespa@tedtial rsks or
exposures of the orgaaison and issue recommendations accordingly.

It is critical that the audit team works diligently through forms and schedules in the
Evaluation and Reporting section thie Audit Working Papers Kit since it prales the
documentation that supports the Audi®@e ner al 6 s opi niFnanciabn t he
Statements and compliance with government rules and regulations.

The audit team leader will ensure tleaich form is signed offeviewed and approved by
an appreriate 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 &vidiie
reviewing the reporting phase, then@tionaries entrusted with the quality assurance of
audit should ensure that the various steps recommended in these Guidelines and respective
formsgiven in the audit Working Paper Kiave been followed in all respects.

The following tools are provided o ensure the quality of t he
FinancialStatements and theaudit report

Management representation letter;

Audit completion checklist;

Memoranda recommending signature; and
Quiality assurance checklist.

aoow
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These documents and tddigent 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 AuditortGeneral is signing the most appropriate opinion and approving the
Compliance with Authaty report based on valid audit findings.

A formal process, governing how audit observations are developed, cleared and reported
in the most appropriate reporting styémsures quality. This process hetpensure that

the contents of the report areorrect, 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 Financial Audit 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 Zakat Audit is given below.

Reporting Cycle of Compliance with AuthorityAudit

Development of Draft Audit Report (DAR)

Departmental Accounts Committee (DAC) meeting
Quality assurance review at DAGP

Audit report issued to President and Governors

Pre-PAC meeting with the AGP or Additional Audi#General
Public Accounts Commigg(PAC) Meeting

oM LNE

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) isssued tothe PAO based on initial
management response on the OS.

i) Management response is obtained on the AIR.

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

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

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

vii) The paras finalized for Audit Report are retained in the s&Rtion, while those
which camot find a place in the Audit Report are sent back to the concerned IR
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sections. These Paras are compiled and issued as MFDAC by the IR sections for
further pursuance. The MFDAC is compiled and issued on a yearly basis to
regpective PAOs.

Departmental Accounts Committee (DAC) meeting

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 comments are incorporated in the end asahriigommendation of
the Audit Para.

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

Quiality assurance review at DAGP

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

Audit report issued to President and Governors

Under Article 171 of the Constitution, reports of the AudiB®neral of Pakistan

shall be submitted to the President and Governors of respective Provinces, who
shall cause them to be laid before the National Assembly and Provincial Assembly
respectively

Pre-PAC meeting witlthe AGP or Additional Auditor General

i. PrePAC meeting is hd with the Auditor- General of Pakistan or the Additional
Auditor-General. hie audit paras are discussed thoroughly before being presented
at the Public Accounts Committee (PAC) meeting.

ii.  During thePrePAC meetings, thaudit observations are categedsaccording to
their significance. Cases, where remedial measures have been taken by the audited
departments, are also marked for the consideration of the PAC.

Public Accounts Committee (PAC) Meeting

i) The DirectorZakatAudit, on behalf of the AGP, suppottse PAC for appropriate
action against the paras included in the Audit Report.

i) ThePAC accordingly disposes of the audit paras by giving necessary directives to
the executives/PAOs.
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7.3 Documentation in Evaluation and Reporting Phase

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

Internal Control Weaknessédmpact Analysis *
Analytical Procedure Thresholds

Evaluation of Analytical Procedures *

Evaluation of Internal Control Deviations *
Substantive Tests EvaluatiorProjectable 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 tordés Opinion

Follow-up Continuity Schedule *

Quiality Assurance Checklist *

=A== _0_9_9_9_95_42_29_9_-2_-2°2_-2_-2._-2°_-2°_-2-

Note: These formsecommended 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 paragraphs provide rgral guidance for using the above mentioned forms.
Instructions for filling in these forms are contained in the Audit Working Papers Kit which
the auditors are required to follow.

7.4 Internal Control Weaknesseg Impact Analysis

This form tracks the digsal of internal control weaknesses identifiatl the time of

applying ICQsduring the performance of audit. Each control weakness should be noted.
Each weakness i ndi cates whet her t he ent it
assessment of theeakness, 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 fronfthancial Statements
with a baseline value (normally the comparative figures of previous audit year is used as
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baseline value). If the difference between the actual value and the baseline value exceeds
a certain threshold, then the analytical procedure hagrovided 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 procedure used in audit. Complete instructions are provided on the form.

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 describe the data used, its observed
value and the baseline value, and a comparisb 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 form together wgh taudi t or 6 s
comments. The auditor will decide whether the explanatigheoflifference is acceptable.

If the difference warrants a-essessment of audit risk, reduced reliance on analytical
procedures or an increagesubstantive tests of detailbetar di t or 6 s deci si on
on this form.

Note: See Appendix E of FAM for a full discussion of Analytical Procedures.

7.7 Evaluation of Internal Control Deviations

Using the datarbm the numberof control deviations found irthe 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 warrant a rassessment of control risk, reduced reliance on controls or an
increase in substantive tests of details. Th

7.8 Substantive Tests Evaluationz Projectable Errors from

Sample

The auditor enters each projectable error from the Substantive Test Sample Summary
form, separatingoverstatements and understatements, following the -bstapep
instructions provided on the reverse of the form.

7.9 Substantive Tests Evaluatiog Non-Projectable Errors

The auditor enters each nprojectable error from the Substantive Test Sample Suynma

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 of the form.
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7.10 Substantive Tests Evaluatiog Summary

The audito uses this form to calculate the figures of most likelpre(MLE) and upper

error limit (UEL) for over and undeistaements based on the evaluatadrsample results
for Projectable and Neprojectable errors from the preceding two forms. This is dgne
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 Audt Plan was based on the audie amés esti mati on of the au
be achieved with respect to Inherent Risk, Control Risk, Analytical Rewdad

Substantive Test of Detaisee Source of Assurance Form) in arriving at the desired level

of accepable risk for this audit.

While the assessments should be made for Eaamcial Audit objective andCompliance

with Authority Audit objective for each component, the form permits #@uditor to list

more than one sucspecific objective and/or comporn& on 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¢cinancial Audit objedive and relatedCompliance with Authority

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 risketaldsired level).
Detailed instructions are provided on the reverse of the form.

7.12 Error in Each Component

Before evaluating error in tHénancial Statements as a whole, the auditor uses this form
to evaluate the error in each component. The audadibowing the directions on the form,
completes one form for each 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 tsummarie errors in theFinancial Statementg 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
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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

This form is used to capture arimation on each violation @ompliance requirement. For
example, an entity may have reported urgfgnding 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 violatiomsuld be 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,mthie
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 ofFthancial Statements and for all
other representations made to the auditors.

This checklist will help the audit teaascertain whethaall 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 letter is a

very important component of the audit as it clearly establishes that manageament i
responsible for thé&inancial Statements presented to the auditors and for all additional
information provided by theml t wi || hel p f ocus manageme .
importance of the audit, and their participation in it.

7.17 Audit Completion CheckBt

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 ane&digg the Director of

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 assurance
about the audit procedure but not about Fivencial 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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7192 0AEOT 060 / PETET I

Based on the work of the audit team, the Aud@neral prepares audit reports, which
al so contain the Auditorés Opinion. The aud
believes is appropriate in the circumstances.

Chapter 12 ofFAM provides 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 obffié standard audit opinions
Unqualified Audit Opinion; Qualified Audit Opinioh Scope Limitation; Qualified Audit

Opinioni Departure from Governmentds Accdunting
Uncertainty; Qualified Audit Opinioii InappropriateAccounting Policies; Adverse Audit

Opinion; Disclaimer of an Opinion.

Audit teams should be prepared to recommend Qualified, Adverse or Disclaimed opinions
where circumstances warrant. The purpose of these opinions is to highlight situations
where governmnt 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 Disclaimed opinions during the first years of applying the new audit paradigm,
as itwill 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 errorsraleficiencies identified dumg the audit have been correctly addressed

or at least addressed. Both BAGP and thdPublic Accounts Committee (PAC) should

check that the entity officials take action to correct all errors found, and deal with all the
recanmendations made.

The entity officials themselves are responsible for ensuring thatHihaincial Statements

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

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

All observations, conclusions and recommendations should keguiand reported until

they are satisfactorily dealt with, or until circumstances have rendered them no longer
relevant.

The follow-up phase involveghecking the relevant record pertaining to observations
raised at later date to determine if entityfiofals have:

1 Corrected errors identified during the audit; and
1 Implemented recommendations made by the auditors.
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The errors identified during the financial audit could include:

1 Monetary errors or related compliance with authority violations that led to
reservation in the auditorods opinion (a
and

1 Other monetary errors and compliance with authority violations.

Recommendations made by the auditor can relate to:

Reservations being expressed in the audit tgpor

Comments on the form and content of Hr@ancialStatements;

Comments on the accounting policies used to prepafé@riaacialStatements;
Compliance with authority violations;

Internal control weaknesses; and

Performance (valutor-money) matters.

= =42 =4 -8 -8 -9

Audits frequently identify situations that require follay 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 summariss issues that previous audits have identified and tracks how they were

handled in the current yeardés audit and whe
required.
Not e: Pl ease refer to Chapetadsontiedubjgchudi t Fo

7.21 Quality Assurance Checklist

Just as the auditors are concerned with gheal i ty of t hieancialu d i t e
Statements, they must check the highest quality of their own work, if they are to earn and

keep their professi@b credibility. Consequently, quality assurance procedures are
implemented through comprehensive working papers andosgigrihroughout the audit.

At the conclusion of audit, an appropriate official should review the audit files to check
whetherthe audi team has fulfilled all the requirements of a quality audit.

It is emphasied that the primary purpose of this pasdit review is to encourage
continuous i mprovement in the quality of th
to praise or criticizehe work 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.

7.22 Centrally Led Audit

As disaissed in the Planning Chapter at 5.31, in case of centrally led audit, there will be a
division of responsibilities étween the central team and field audit teams of the same
Directorate or other Directorates
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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 struciemgldmentation of 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 aremswhich Key Tasks and
Responsibilities have been defined are given below;

1 Permanent File

Audit Planning Phase

Audit Execution Phase

Audit Evaluation and Reporting Phase
Quiality Assurance

= =4 4 A

The purpose of the key Responsibility Matrices given at the enti®fsection 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 facilitate in measuring
the performance of the personnel involved in varjgheses 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 Officer/Assistant Director, Deputy Director,
Director and Director Geeral. It 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 the responsibilities 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.

The Drector 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.
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For High Profile Audits and studies of public significance, the DG hkayto 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 this section
pertain only to the Audit Cycle. For other functions likeeridal 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

Guideline RESPONSIBILITIES
TASKS AO/ Asst | Deputy , Director
reference : . Dir
Director Dir General
P S R

Developing and Updating th
control sheePF

4.5 Updating Status of Entit P R
Form/information.

4.6 Gathering and updating financi P S R
& Operational backgroun
Information.
Documenting the Backgroun P SR
Information

4.7 Listing all the possiblg P R
Auditable Locations

4.8 Listings of names address a P R

account no of all Bank Accoun
in the name of Entity.

4.9 Documentation and  Listin P R
Authorized Signatories.
4.10 Listing External Factors relate P R

to performance of th
operational activities of a

auditee.

411 Listing the accounting recorg P R
maintained by the auditee.
Development of a brie P R

description of the accountin
system used by the auditee.
4.12 Listing Key Contacts. P SR

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

4.14 Listing Significant Accounting P R
Policies.
Update  and review @ P R
Significant Accounting policies|
Review and Sign Off of all th R A
forms within the Permanent Fils

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

8.4Key Tasks and Responsibilities: Audit Planning Phase

Guideline RESPONSIBILITIES
Reference Tasks AO/ASSlstant Deputy Director Director
Director Director General
P

Determining Audit
objectives and scope.

5.5

Listing/ Updating Pointg
for attention at next audit.

5.6

Preparing/Issuing Entity
communication letter.

5.7

Preparing Audit planning
memorandum.

5.8

Revising Memorandum o
postplanning changes.

5.9

Scheduling Importan
dates.

5.10

Preparing Tour Program..

5.11

Pursuing Informatior
requested from entit|
officials.

5.12

Preparing Materiality,
assessment form

5.13

Computing Expecte(
aggregate  error  an
planned precision form.

5.14

Preparing  Audit risk
assessment form.

5.15

Preparing Inherent ris
assessment form.
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RESPONSIBILITIES

Guideline

Reference

Director

AOQO/Assistant

Deputy Director

Director

Director
General

5.16 Developing Internal P
control questionnaire -
controls for overall
environment.

5.17 Documentation of thq P
internal control
qguestionnaire T general
computercontrols.

5.18 Documenting Internd P
control questionnaire 1
application controls.

5.19 Developing Control risk P
assessment form.

5.20 Documenting  Analytica P
procedures assuran(
form.
Updating optimum R
combination of
procedures.

5.21 Documenting Source ¢ P
audit assurance form.

5.22 Listing all applicable lawg P S
and regulations.

5.23 Documenting anc P S
Updating Sample selectig
checkilist.

5.24 Preparing Highvalue item P
selection form.

5.25 Preparing Key item P
selection form.

5.26 Computing Sample sizin P
for tests of interna
control.

5.27 Calculating Sample siz P
for substantive tests ¢
details.

5.28 Documenting Checklist o P
accounting estimates to |
reviewed.

5.29 Recording Points fo P S
attention at next audit.
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RESPONSIBILITIES

AO/Assistant | Deputy Director
] Director
Director Director General

Guideline
Reference

Documenting Audit
planning checkilist.

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

8.5 Key Tasks and R@®nsibilities: Audit Execution Phase

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

Documenting Summary d
Analytical Review
Procedure®erformed.

6.5 Documenting Details 0 P S R
Analytical Review
Procedures Performed.
6.6 Documenting Interna P R
Control Questionnaires.
6.7 Documenting Interna P R
Control Deviations Form.
6.8 Preparing Internal Contrq P R
Deviations Summary.
6.9 Preparing Complianc| P R
Summary.
6.10 Documenting Substantiv P R
Tests of  Accounting
Estimates.

6.11 Identifying and listing P R
Errors in  Accounting
Estimates.

6.12 Documenting Substantiv P S R
Test Sample Summary f
each Audit Program.

6.13 Preparing Substantive Te P R
of High Value/Key Itemg
Summary.
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6.14 Documenting Details 0 P R
Errors in Samples, Hig|
Value Items and Key Items

6.15 Conducting Exit P S
Interviews.

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

6.16 Execution of Audit Steps 2 P P-S SR
per the Audit Program
Ascertaining Execution @ P P-S S
relevant Audit Programs

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

8.6 Key Tasks and ResponsibilitiegAudit Evaluation &
Reporting Phase

Guideline TASKS
reference

RESPONSIBILITIES

Documenting Interna
Control Weaknesses i
Impact Analysis.

AO/Assistant | Deputy Director Director
Director Director General
P R

7.5

Calculating Analytical
Procedure Thresholds.

7.6

Documenting Evaluation @
Analytical Procedures.

7.7

Evaluating Internal Contrg
Deviations.

7.8

Conducting Substantiv|
Tests Evaluation 1
Projectable Errors fron
Sample.

7.9

Documenting Substantiv
Tests Evaluationi Non-
Projectable Errors.

SR

7.10

Calculating Substantiv
Tests Evaluatioin
Summary.

SR

7.11

Documenting Achieve(
Level of Assurance Form
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RESPONSIBILITIES

AO/Assistant | Deputy Director Director

Guideline
reference

Director Director General

7.12 Evaluating Error in Eacl P R S
Component

7.13 Summarizing anc P R S
preparing Overall Error i
Financial Statements

7.14 Documenting Complianee P P-S R
With-Authority Violations

7.15 Drafting  Checklist  of P S R
Management
Representation Letter.

7.16 Obtaining Managemer P R
Representation Letter

7.17 Documenting Audit P R-S A
Completion Checklist

7.18 Memorandum  Supportin P R A
Signature

7.19 Recommendi ng P R-A
Opinion

7.20 Following up the P R-S
Continuity Schedule

7.21 Reviewing the Quality P R
Assurance Checklist

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

8.7 KeyTasks and Responsibilities: Audit Quality Assurance

o RESPONSIBILITIES
Guidelines
IENS
Reference

AO/Assistant Deputy Director Director
Director Director General
| | | |
Planning

5.3 Review that Planning R S
has been carried out |
per the recommende
planning process.
FAM Assigning Appropriate P R
15.3.6 | staff, required strengt
and skill set of the
audit team.
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Guidelines
Tasks
Reference

FAM
15.3.7

Preparation, revisiol
and approval of thg
Audit Budget.

RESPONSIBILITIES

AO/Assistant Deputy Director Director
Director Director General
P R A

5.30

Ensuring that audi
programs are in plag
as required in Audit
Policy Checkilist.

Execution

5.8

Ensuring revision 0]
the planning decision
if required.

Supervision of all
phases of execution
per the tasks assigng
in fikey ta
execution

R-S

To ensure review O
audit working pape|
files.

6.16

To ensure executin
audit steps as per th
Audit Programs.

Ensuring reporting an|
monitoring of audit
activities with
reference
task Iist.

R-S

Evaluation & Reporting

7.3

To ensure detailel
review and approval g
monetary errors
compliance with
authority

Violations and interna
control deviations
found.

R-S

7.15,7.16,
7.18

Ensuring tools for the
audi tor 6s
and statements are
used.

7.17

Ensuring
Documentation O]

R-S

Audit Completion
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Guidelines RESPONSIBILITIES
Reference Tasks AO/Assistant |  Deputy Director | Director

Checklist.
Reviewingthe Quality
Assurance Checklist. 7

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

* The Comprehensive Quality Assurance Checklist present iAtidg Working Papers
Kit covers all the phases of audit. This checklist is the master guide for assuring the
guality of audit processes throughout the audit cycle.
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HEEE ANNEXURE A
-

AUDITOR - GENERAL OF PAKISTAN

PERMANENT FILE
NAME OF ENTITY/ORGANIZATION:

PERMANENT FILE INDEX/CHECKLIST

FEDERAL BOARD OF REVENUE

Main Supporting Done Date
Reference| Schedules by
PF Update Control Sheet
PFI Statusof the Entity
PFII Background Information
PFIII List of Auditable Locations
PRIV List of Bank Accounts
PRV List of Authorised Signatories
PFRVI External Factors
PRVII Accounting Records and Accounti
System
PRVII
Key Contacts
PFIX
Significant Audit Areas
PRX
Significant Accounting Policies




Audit Guidelines for Revenue Receipt Audit

AUDITOR - GENERAL OF PAKISTAN
PERMANENT FILE

NAME OF ENTITY/ORGANIZATION: FEDERAL BOARD OF REVENUE

Update Control Sheet

Original file prepared by: Asghar Mehdi, Audit Officer
Central Team (HQ)
10.04.2009
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:
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AUDITOR - GENERAL OF PAKISTAN
PERMANENT FILE

NAME OF ENTITY/ORGANIZATION: FEDERAL BOARD OF REVENUE
Form PF- |

Understandi ng o fi StetusofiEnttyd s Busi ness

Principal Address:

Revenue Division
Federal Board of Revenue House,
ConstitutionAvenue, G5, Islamabad.

Telephone Index Exchange N0:9207540
Toll Free Number : 08000227
UAN: 111-227-227

helpline@fbr.gov.pk

Background Information:

The Central Board of Revenue (CBR) was created on April924 through the Central
Board of Revenue Act 1924. In 1944, afilldged Revenue Division was created under
the Ministry of Finance. After independence, this arrangement was continued Spto 31
August, 1966, when on the recommendation of AdministratiReorganization
Committee, CBR (Board) was made an attached department of the Ministry of Finance. In
1974, further changes were made to streamline the organization and its function.
Consequently, the post of Chairman, CBR was created with the statusofficex
Additional Secretary and Secretary Finance was relieved of his duties-@ficex
Chairman of the Board.

In order to remove impediments in the exercise of administrative power of a secretary to
the government and effective formulation and impatation of fiscal policy measures,

the Revenue Division was restored. In January, 1995, Revenue Division was abolished and
CBR reverted back to the pi®91 position. However, from December, 01,1998, Revenue
Division was once again #ecreated and it ctinues to exist as such. The CBR has now
been renamed as Federal Board of Revenue (FBR) since July, 2007.

In the existing setup, the Chairman FBR, being the executive head of the Board as well as
Secretary of the Revenue Division.
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Status of the Entity:

Centralized Accounting System.

The Central Board of Revenue (CBR) was created on April 01, 1924 through enactment of the
CBR Act, 1924. In the wake of restructuring of its functions, CBR has adopted new Act under
which it has been renamed as Federal BoaRkevenue (FBR) since July 2007.

Inter -Governmental Relationship:

Revenue Division under the Ministry of Finance
Organizational Setup:

The Secretary, Revenue Division/ Chairman, FBR is assisted by the Two Line Members (one each
for Inland Revenues (Dect Tax, Sales Tax, and Federal Excise), Customs and Exports), three
Support Members (Legal, Tax Policy and Reforms, and Administration and Coordination); and Six
Functional Members (IMS, Audit (Taxpayers), Facilitation and Taxpayers Education, Fiscal
Resarch and Statistics, Enforcememnd Accounting, inspectionand Audit (Internal)).
Organizational Chart of the FBR / Revenue Division

[ Chairman ]
[ Line Members }——{ ictional Membe ]
[ Customs ] «‘ » [ ove
[Inland Revenue]- — » (

L
[Support Members ] [ D.G (HRM) ] D.G(I&I)

[ Tax Policy & }_
Reforms
[ Legal }——

[ Admin & Coord }
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Vision:

To be Modern, Progressive, Effective, Autonomous and Credible Organization for
Optimizing Revenue by ProvidinQuality Service and Promoting Compliance with Tax
and Related Laws.

Mission:

Enhance the Capacity of the Tax System to Collect Due Taxes through Application of
Modern Techniques, Providing Taxpayer Assistance and by Creating a Motivated,
Satisfied Dediced and Professional Workforce

Values:

Integrity
Professionalism
Teamwork
Courtesy
Fairness
Transparency
Responsiveness

> v > D> D D
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AUDITOR - GENERAL OF PAKISTAN
PERMANENT FILE

NAME OF ENTITY/ORGANIZATION: FEDERAL BOARD OF REVENUE

Form PF- I

Understandi ng o fi BaEkymound Igfa@msatioBu si ne s s

Size of Entity:
Collection vis-a-vis Original and Revised Targets 20008
(Rsin Billions)
Original | Revised | Collection: Difference from
Targets | Targets 07-08 RevisedTargets
Tax Heads Absolute | Percent

Direct Taxes 405.0 3850 3875 2.5 0.7
Sales Tax

(GST) 382.0 375.0 376.9 1.9 0.5
Federal

Excise 98.0 92.0 92.2 0.2 0.2
Customs

Duties 140.0 148.0 150.6 2.6 1.7

All Taxes 1025.0 1,000.0 1,007.2 7.2 0.7

Source: Revenugivision Year Book 20008

Core Operational activity:
In the existing setup, the Chairman, FBR, being the executive head of the Board as well as
Secretary of the Revenue Division has the responsibility for

(i) formulation and administration of fiscal policies,
(i) levy and collection of federal taxes and
(i) quasHudicial function of hearing of appeals.

His responsibilities also involve interaction with the offices of the President, the Prime
Minister, all economic Ministries as well as trade and industry.

Major Services:
Tax Collection Services

Major Beneficiaries:
General Public, Federal Government, all Provincial Governments under NFC Award
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Major Cost Centres:
All auditable locations i.esBR , DRands, All RTOs/LTUs/MCCs and All DDOs

Major Revenue Centres

Direct Taxes:
a) Income Tax

b) Wor ker s Wel fare Tax
c) Capital Value Tax

Indirect Taxes:
a) Custom

b) Sales Tax
c) Federal Excise
Reporting Authority:

Chairman FBR reportable to Ministry of Finance Centralised Accounting System Ministry
of Finance

Business Processes

ENTITY: Customs Department

x  MAIN FUNCTION :

1.1 Clearance of imported goods
1.1.1 IGM
1.1.2 Filing of GD
1.1.3 Examination
1.1.4 Appraisement
1.1.5 Assessment of dutiesrdtaxes
1.1.6 Collection o f Indirect Taxes
1.1.7 Out of charge

X GOVERNING LEGISLATIONS, RULES AND REGULATIONS ETC:
(names only; Copies to be attached with permanent file)

U Customs Act, 1969
U Pakistan Customs Tariff (Parandl)
U Customs Genel®rders
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x  MAIN BUSINESS PROCESSES

3.1

Clearance of imported/exported goods:

to clear the goods imported/exported from the country in pursuance of
provisions of the Customs Act, 1969 read with Pakistan Customs Tarrif
(relevant year)

Standard Documents used

1 IGM: Submitted by the master of the ship showing impestise details of
imported goods on which the custom department allotted an IGM number
(Portwise). Record of each IGM is maintained on computer/software
system.

1 GD (Goods Declaratior): filed by the importer/agent along with
supporting documents i.e IGM, Carrier manifest, invoices, packing list, Bill
of Lading etc. the customs department allotted a GD number through
Computer/PRAL .GBwise Computerized record is maintained by the
PRAL. The customs depment furher processed the GD examination,
appraisement, assessment of dudiledtaxes, collection of dutiesndtaxes
by the bank on the GD and final clearance of goods (out of charge) etc.

1 Shipping Bill: submitted by the exporter alongwith supportirgguiments
i.e. invoice, form AEO0, etec

1 Register : Manual registers for IGM and GD are prepared apart from
computerized record by PRAL

A Description of Operational Activities

Clearance of Imported Goods:

On arrival of imported goods at Ist pgkarachi), the master of ship presents an
IGM (which shows information regarding Vessel name, date of arrival etc in IGM
header and importerise/itemwise details in IGM index)to customs authorities
and an IGM number is allotted.

If the importer wants to get the goods cleared from any upcountry port, then the
importer applied for a transshipment with the customs authorities. A Transhipment
permit is issued along with a carrier manifest for a destination port.

On arrival of transspped goods at destination port, the importer/agent submits
IGM documents for allotting a local IGM number. PRAL verifies the particulars of
IGM documents with the Information available in the computer system. After
which the importer files a GD alongwitthocuments i.e. IGM, Carrier manifest,
invoices, packing list, Bill of Lading etc with PRAL for processing. PRAL verifies
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the particulars of GD with the information available in computer system after
which a GD number is allotted by computer.

After this theGD is submitted to customs authorities for examination for which the
container is opened after checking the original seals are intact and imported goods
are physically checked by the examiner with the particulars of GD (upto certain
approved percentagel results thereof are written on the back of GD which is
called examination report. This report is approved by the competent authorities. An
automated clearance procedure is also in operation for certain importers wherein
certain imported goods are cledngithout detailed examination.

On the basis of this report, the appraisement (valuation in accordance with the
provisions of section 2&nd25-B, Classification of imported goods terms of PCT
headingsandassessment of dutiemdtaxes was made by thestams authorities.

The calculation of dutieandtaxes is checked in cash section and a cash number is
allotted. Then the importer deposited assessed datietaxes in the designated
branch of bank on the GD.

After confirmation of payment of assessediefiandtaxes from computer, an out
of charge number is allotted after which a gate pass is issued by the Custodian after
payment of demurragendrent charges.

An out of gate number is issued by the customs staff posted at gate of customs port
after cheking the particulars of GD and gate pass after which GD is duly stamped
with the gate staff and copy of GD is retained. Finally, the imported goods are
cleared from the customs port.

Exports :

Shipping Bills showing the declaration and assessment bgutstems staff thereon with
examination report on the back of thereof along with the following supporting documents:

A
A
A
A

Customs Invoice

Packing List

Bill of Lading or Air Way Bill in case of air cargo
Insurance memandFor m A EO

Refund and Rebate :

Refund ofCustoms Duty

A

A

A
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Refund of customs duty claim along with supporting documents i.e. proof of
payment (GD) or copy of additional duty bill or challan

Refund Payment Order

Cheque issued by the Customs Treasury
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Rebate

A

> > > > > >

A

Rebate claim with calculation sheet filedthg exporter
Shipping Bill

Customs Invoice

Packing List

Bill of Lading or Air Way Bill in case of air cargo
Insurance memandFor m f EO

Rebate Payment Order

Cheque issued by the CAO

Sales Taxand Federal Excise: Accounting System:

A

Sales Tax is deposited Ithe Registered Person in the branches of NBP on Sales
Tax ReturaRCum-Payment Challan in Quadruplicate and a copy of Computerized
Payment Receipt (CPR) is also issued to the registered person.

One copy of Sales Tax RetuRayment Challan duly signed asthmped thereon
by the NBP authorities retained by the NBP staff for record purposes and one is
sent to Sales Tax AndP branch RTO/LTU .

These returns are entered in computerized data base by the Assasding
Processing Section.

On the basis of this cgmuterized record the head of Sales Tax RTO/LTU
concerned reported the revenue figure to FBR for onward communication thereof
to Ministry of Finance.

Debit Authority and Statement showing the remittance of revenue receipts by the
link branch of NBP supportewith Government Credit Scroll of all collecting
branches of NBP is sent to departmental treasury (CAO) on daily basis.

The Sales Tax Treasury (CAO) also reports revenue figures to FBR on daily basis
for onward communication thereof to Ministry of Financ

On the basis of these returns, government credit scroll, Debit Authemity
statement of remittance of government revenue (NBP Bramsd) to SBP, the
Sales Tax treasury (CAO) maintains initial accounts on a computerized/manual
receipt register whichlso called cash book.

The Sales Tax Treasury furnished monthly cash accounts to respectiofficeb
of AGPR.

The Sales Tax Treasury reconcile the revenue figures with the NBP/SBP and with
respective suoffice of AGPR on monthly basis.
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A The suboffice of AGPR prepares Detail Books (Soumise and headwise) and
Civil Accounts on monthly basis. A working sheet (h@ade) is also prepared on
monthly basis. All the subffices of AGPR submit their Monthly Civil Accounts
to AGPR, Islamabaevhich consolidates and prepares Monthly Civil Accounts of
Federal Government for submission to Finance Division.

A The AGPR, Islamabad prepares consolidated Working sheet-(iMsadnd Sub
officeswise and SAEswise) on the basis of which Financial Statetsare. Cash
Receipts and Payments statement with explanatory notes prepared according to the
requirements of CasBasis IPSAS.

The following initial record pertaining to revenue receipts (Salesahafederal Excise)

is maintained at the field locatione. field RTOs/LTUs, departmental treasury (CAO),
collecting branches of NBP, respective acco
offices and District Accounts Offices.

Accounting Record with LTUS/RTOs

A Copies of monthly sales tax retutnm-paymen challans showing payment of tax
due duly signed and stamped by the NBP

Copies of Government Credit Scrolls on daily basis
Computerization of monthly sales tax returns
Refund Payment Orders

> > > >

Reporting of revenue figure to FBR on the basis of computeriaid d

Accounting Record with Sales Tax Treasury (CAO)

A Copy of monthly sales tax/federal excise retcum-payment challan showing the
deposit of amount of tax payable duly signed and stamped by the NBP

A Debit Authorityand Statement along with Governmente@it Scrolls showing the
remittance of revenue receigiales TaxandFederal Excise into SBP furnished by
link branch supported with Government Credit Scrolls of all collecting branches of
NBP

Computerized/Manual Cash Book/ Receipt Register showing-Wwessddetail of
revenue receipts booked on daily basis

>\

Monthly Cash Accounts furnished to respective-8tilce of AGPR

Payment schedule of Refund of Sales Tax

Refund Payment Orders and cheques issued

Reconciliation of revenue figures of heatse receiptsvith NBP on monthly basis

> > > > >

Statement of unpaid cheques of Refund
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A Copy of government credit scrolls on daily basis

A Reconciliation of revenue figures of heatbe receipts and deduct receqpistoms
on account of payment of refurahd rebate with SBP and AGPsub office on
monthly basis

A Revenue Statement showing reporting of revenue figures to FBR on daily basis

Accounting Record with Main Branch and Collecting Branches of National Bank of
Pakistan

Link Branch:
A Debit Authority/document showing remittancerefenue receipts into SBP

A Copy of government credit scrolls of collecting braches of NBP on daily basis

Collecting Branches:

A Copy of Monthly Sales Tax Retu@um-Payment Challan
A Copy of government credit on daily basis

Accounting Record with RespectivilBranch State Bank of Pakistan

A Copy of debit authority /document showing remittance of government revenue by
the link branch of NBP on daily basis

A Revenue receipts figures (Headse) on monthly basis

Accounting Record with AGPR SubOffice
A Monthly CashAccounts furnished by the Departmental Treasury

A Revenue Receipts Figure of other districts submitted by DAOs/TOs in their
monthly cash accounts

Monthly Reconciliation Statements

Monthly Detail Book

Monthly Civil Accounts and Working Sheets furnished to AG®ain Office
Transfer Entries

Journal Entries

SBP Cash Report

> > > > > D>
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AUDITOR - GENERAL OF PAKISTAN
PERMANENT FILE

NAME OF ENTITY/ORGANIZATION: FEDERAL BOARD OF REVENUE

Form PF- 1l

Understandi ng o fi Lig of AuditalyledLecatidnss i ne s s

Main Accounting Office:
Federal Board of Revenue, Islamabad

(for reporting of revenue to Ministry of Finance and reconciliation of total revenue figures
with AGPR and State Bank of Pakistan by Directorate of ReseactBtatistics)

AGPR, Mainoffice, Islamabad

(for preparation of Annual Finance Accounts of the federal government by incorporating
consolidated revenue figures (heai$e) furnished by subffices of AGPR.)

Other Accounting Locations:

Initial revenue record is maintained for oepng and reconciliation purpose at field
locations and revenue figures reported to Federal Board of Revenue, Islamabad for onward
communication to Ministry of Finance for ascertainment and distribution of net proceeds
of divisible taxes among the fedegaid all provincial governments according to the NFC
Award.

Initial revenue record is maintained for booking purpose by the Departmental Treasuries
which also furnished accounts to soifices of AGPR on monthly basis.

Large Taxpayer Units, Islamabad,Haae and Karachi

2. RTOs, IslamabadRawalpindj Abbottabad, Peshawar, Sialkot, Gujranwala,
Faisalabad, Lahore, Multan, Hyderab&diettaand Karachi

3. Collect orateof CustomsRawalpindj Peshawar, Sialkot, Faisalabad, Lahore,
Multan, Hyderabad,Quetta, AppraisementKarachi and Model Customs
Collect orate Karachi

4, Departmental Treasuries/Chief Accounts Officers working in the above
mentioned field locations of FBR.

5. AGPR, suboffice, Lahore, Islamaba®uetta Peshawar and Gilgit
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ProvincialAccountantGenerals at Lahor®eshawarKarachi and Quetta

Directorate of Accounts, Pakistan Post Office (for booking of customs duties
andtaxes on postal parcels)

8. Military Accountant General (MAG) for booking of withholding tax and sales
tax

9. Pak PWD for booking fowithholding tax and sales tax

10. Other SeHKAccounting entities like Pakistan Railways, Pakistdint,
GeologicalSurvey of Pakistan and Forest etc for booking of withholding tax
and sales tax

District Accounting Offices:

Subof fi ces of FBsRepsciallicollect ocatedf custants isituated in other
districts (other than the main district in whicbllect orateis situated and AGPR sub
office is also working) maintains revenue record and reports the revenue figures to the
respectivecollect orde.

Respective District Accounts Offices/Treasury Offices maintains initial record for booking
purpose and furnished monthly accounts to respectiveoffige of AGPR for
consolidation and preparation of accounts.

Location(s) of computerbased accountilg systems database(s)
1 Database of revenue figures at FBR level for reporting and reconciliation purpose
1 Computerized record of AGPR for preparation of Accounts

1 Assessment of customs dutisdtaxes is made at field locations of FBR. all
customs cobctoratesRawalpindj Peshawar, Sialkot, Faisalabad, Lahore, Multan,
Hyderabad,Quetta AppraisementKarachi and Model Customs Collectorate,
Karachi. Etc.

1 Database of Sales Tax record maintained for all the RTOs/ Sales Tax Collectorates
at Federal Boar of Revenue, Islamabad for certain purposes (Maintenance/up
dation of list of black listed and suspicious units/registered person against whom
invoices input tax adjustment is not allowed)

1 Database of FBR for registration, showing the present statusuoidrésales tax)
claim, rebate claim, import/export consignment under PACCS, etc

I Database of Sales Tax record maintained at all the RTOs/ Sales Tax Collectorates
for sanctioning o f refund of sales tax purpose

1 Record of clearances of imported/exporteddp under PACCS maintained at
MCC, Karachi
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1 Record of clearances of imported/exported goods under-R¥@CS by
Appraisement Collectorate, Karachi and all-aquntry customs collectorates
through M/s PRAL
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AUDITOR -GENERAL OF PAKISTAN
PERMANENT FILE

NAME OF ENTITY/ORGANIZATION: FEDERAL BOARD OF REVENUE

Form PF- IV

Understandi ng ofiLigEof Bank AccomtsBusi nes s

Federal Accounting Level:

FBR being a government department has no account in the banks.

However, there are sonfeemporary Current Accounts in the name of the Collector of
Customs in the National Bank of Pakistan are being used by the Customs Collectorate for
subsequent transfer of government revenue in the national exchequer under proper heads
of accounts
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AUDITO R-GENERAL OF PAKISTAN
PERMANENT FILE
NAME OF ENTITY/ORGANIZATION:

FEDERAL BOARD OF REVENUE
Form PF-V

Under st andi

ng of

Entityds Business Li

In Federal Board of Revenue, there is no limit of financial powers available to various

st

officers of field offices of FBR as far as assessment of datiestaxes is concerned.
However, level of finalization of assessment in various areas is detailetbassfol

S# Name of Assessment Area Finalization Level
Customs
1 Import Under  Computerize| Goods Declaration (GD) is filed by th
System (PACCS) importer electronically with help of intern
which is processed/ scrutinized by
computerized system (PACCS). so
imported goods are cleared by f
computerized system without any man
examination and assessrheof duties and
taxes by the customs staff and some of t
are selected for examination and assess|
accordingly with the help of selectivit
criterion (risk management system). Th¢
consignments are cleared after pro
examination and appraisemeassessment b
the customs staff.
1 Import under Manual System (f( Principal Appraiser
Home consumption/ warehousil Assistant Collector (in case of any dispute)
purpose)
(Examination and Assessment 0
Duties and Taxes)
2 | Accompanied/Uraccompanied | Superintendent
Baggage Assistant Collector (in case of any dispute)
3 | Car Assessment Assistant/Deputy Collector
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S# Name of Assessment Area Finalization Level

4 | Export Assistant/Deputy Collector

5 Import General Manifest Superintendent/Assistant Collector
6 | Auction Principal Appraiser foappraisement

Assistant collector for approval of bid

7 StateWarehouses Principal Appraiser
Assistant Collector

8 | Bank Guarantee/Indemnit] Assistant Collector
Bond/Post Dated Cheques

9 Condonation FBR authorities

10 | Waiver of additional duty/penalty| FBR authorities

11 | Write- off Financial powers

12 | Abatement, AC/DC
AllowancéDepreciation

Sales TaxandFederal Excise

Self- Assessment No formal assessment is done in salesatack
federal excise. However, se&fsessmer
made by the registered person in the shap
monthly returns is scrutinized by t
Processingand Assessment Section under t
control of Assistant/Deputy Collector

However, for sanctioning of refund of custoohgties, sales tax, rebate of customs duties
and sanctioning of reward, there is specific financial limits as detailed below:

Financial Power/

Audit Area Authority Sanction limit

Refund of Customs Dutie Assistant/Deputyollector | Not exceeding Rs 125,00(
and Sales Tax (import stage Additional Collector Not exceeding Rs 500,00(
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Audit Area Authority Flnanplal - Power/
Sanction limit
Collector No limit

Rebate of customs duty ¢
export

Superintendent of Custom:
Assistant/Deputy Collector
Deputy Collector

Not exceeding R&5000
Not exceeding Rs 200,00(
Not exceeding Rs 300,00(

Additional Collector Not exceeding R
Collector 1,000,000
No limit
Refund of Sales Tax Deputy Collector No limit
Reward (on Customs) All collectors of Customs | Upto Grade 19 o

All  Director Generals
Directors of detecting
authorities under FBR

Administrative Ministries
Divisions

equivalent rank

Officers of Grade 20 an
above

Reward (on Federal EXcig
andSales Tax

All collectors of Sales Ta
andFederal Excise

All  Directors Generals
Directors of  detecting
agencies under FBR

Federal Board of Revenue

Upto Grade 18

equivalent

o

Grade 1%ndabove
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AUDITOR -GENERAL OF PAKISTAN

PERMANENT FILE

NAME OF ENTITY/ORGANIZATION: FEDERAL BOARD OF REVENUE
Form PF- VI

Understanding ofiBEéemalFactgrd s Busi ness

Customs:
1 WTO implications/cascade customs tariff
1 Smuggling
1 Sociceconomic factors
1

Natural Calamitiesi.e. sea storms/ hurricane, unfavourable sea weather, air
accidents, disturbaes at sea port terminals and on other upcountry ports etc

1 Import/Export ban/restrictions imposed in Import/Export Policy Orders
Sales Taxand Federal Excise

A Higher input prices due to hike in fuel prices

A Power crisis or Shortage of Power (Electriciiy)d expensive acquisition of Power

A Economic Slump

A Taxpayerds Attitude towards the taxation
A Decrease in purchasing power of the consumers

A

Political Instability
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AUDITOR -GENERAL OF PAKISTAN
PERMANENT FILE
NAME OF ENTITY/ORGANIZATION: FEDERAL B OARD OF REVENUE

Form PF- VII

Accounting Records and Accounting System

Customs: Accounting System

A

116

One copy of Goods Declaration (GRlpong withcomputerized payment receipts
duly signed and stamped thereon by the NBP authorities retained by the customs
staff for record purposes.

On the basis of these GDs, the customs staff reports the revenue figure to the head
of customs collectorates concerrfedonward communication thereof to FBR.

One copy of Goods Declaration (GD) duly signed and stamped thereon and
Government Credit Scroll is sent to its Chest/Main Branch by each of the
collecting branch of NBP on daily basis.

In case of imports under PAGC Computerized Payment Receipt (CPR) issued by
the NBP and a computerized/systgenerated bank scroll is furnished by PACCS
both to Customs Treasury/CAO or AGPR saffice for accounting purpose

Main Branch of NBP sent pay order of the total amount @Emae receipts
collected/remitted by all NBP branches to departmental treasury (CAO) on daily
basis. A statement of bifurcation showing hedde detail of the dutieandtaxes

is also sent along with the pay order.

The Departmental Treasury (CAO) depedithe said pay order in the respective
branch of SBP also on daily basis.

The Customs Treasury (CAO) and Statistical Officer both reports revenue figures
to FBR on daily basis for onward communication thereof to Ministry of Finance.

On the basis of thesgDs, government credit scroll and pay ordedits statement

of bifurcation, the customs treasury (CAO) maintains initial accounts on a daily
receipt register which also called cash book. The Customs Treasury furnishes
monthly cash accounts to respeetauboffice of AGPR.

The Customs Treasury reconcile the revenue figures with the NBP/SBP and
respective suoffice of AGPR on monthly basis.

The suboffice of AGPR prepares Detail Books (Soumise and headwise) and

Civil Accounts on monthly basis. A wking sheet (headise) is also prepared on
monthly basis. All the subffices of AGPR submits their Monthly Civil Accounts

to AGPR, Islamabad which consolidates and prepares Monthly Civil Accounts of
Federal Government for submission to Finance Division.
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A The AGPR, Islamabad prepares consolidated Working sheet-(iMsadnd Sub
officeswiseand SAEswise) on the basis of which Financial Statements i.e. Cash
Receipts and Payments statement with explanatory notes prepared according to the
requirements of GdrBasis IPSAS.

The following initial record pertaining to revenue receipts (Customs) is maintained at the
field locations i.e. field customs collectorates, departmental treasuries, collecting branches
of NBP, respective accountirgf f isuck @#sgesptive AGPR suloffices and District
Accounts Offices.

Accounting Record with each location of Customs Collectorate

A Copy of GD showing payment of assessed amount of datiétaxesanda copy
of Computerized Payment Receipt (CPR) duly signed and stangpe¢Bm

A Statement of revenue receipts figure (Hease) collected on daily basis. The
same is used for reporting to the head of the customs collectorate for onward
communication to FBR

A Copy of Government Credit Scroll on daily basis
A Reconciliation of reveraifigure on daily basis with the respective branch of NBP
A RefundandRebate Payment Orders

Accounting Record with Customs Treasury (CAO)

A Copy of Treasury Challan on which pay order is deposited by the Customs
Treasury (CAO) on daily basis.

>\

Cash BookReceipt Register showing headse detail of revenue receipts booked
on daily basis

Revenue Statement showing reporting of revenue figures to FBR on daily basis
Monthly Cash Accounts furnished to respective-8tilce of AGPR

Payment schedule of RefuaddRebate

Rebate Payment Orders and cheques issued

> > > > >

Cash Book/ Receipt Register showing details of deduct regeéysms on
account of Rebate

>

Reconciliation of revenue figures of heatke receipts with NBP on monthly basis

N >\

Statement of unpaid cheques

A Recaciliation of revenue figures of headse receipts and deduct recequistoms
on account of payment of refurathd rebate with SBP and AGPR suofffice on
monthly basis
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Accounting Record with Main Branch and Collecting Branches of National Bank of
Pakistan

Chest/Main Branch:

A Copy of pay orders furnished to Customs Treasury for onward remittance to SBP
supported with government credit scrolls of collecting braches of NBP on daily
basis

Collecting Branches:

A Copy of GDs and a copy of Computerized Payment iRe(@PR)
A Copy of government credit scrolls on daily basis
Accounting Record with Respective Branch State Bank of Pakistan

A Copy of Pay Orders submitted by the Customs Treasury on daily basis
A Revenue receipts figures (Headse) on monthly basis
Accounting Record with Respective Branch of SBP

A Copy of Pay Orders submitted by the Customs Treasury on daily basis

A Revenue receipts figures (Heaise) on monthly basis and reconciliation with
respective Field Locations of FB&dsuboffice of AGPR

Customs:(Assessment Record Maintained by MCCs)

Accounting systems and procedures relating to assessment of government dues in various
areas/sections of customs department are documented in detail in process mapping.

However, accounting record pertaining to sonmeportant areas under Customs are
detailed below:

Imports under PACCS: (Pakistan Customs Computerized System)

A Goods Declaration is filed electronically by the importer underasdéssment
scheme which is processed/scrutinized by the computerized sy3¢DC ).

A Amount of assessed dutiaadtaxes as calculated by the system are deposited by
the importer prior to clearance of imported consignment.

A Some consignments are cleared by the computerized system without any manual
examination and assessment ofiekndtaxes by the customs staff.

A Some of them are selected for examination and assessment accordingly with the
help of selectivity criterion (risk management system). These consignments are
cleared after proper examination and appraisement /assessyndm bustoms
staff.
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A

Computerized record pertaining to imports is maintained on the database of
PACCS of all the consignments whether cleared by system or cleared after
physical examination. No record is kept on paper.

GD with examination report supportedth photographs of imported items and
supporting documents i.e. invoice, packing list, Bill of Lading etc remains with the
importer.

Imports under Manual System of Clearance of imported consignments (Nen

PACCS) :

Goods Declaration showing the declaratemd assessment of dutiaad taxes by the
customs staff thereon with examination report on the back of the GD along with the
following supporting documents:

A
A
A
A

Customs Invoice

Packing List

Bill of Lading or Air Way Bill in case of air cargo
Insurance memo

Other required documents :

A
A

income tax exemption certificates in case of income tax exemption

Import Authorization certificate in case of import under concessionary regime
under SRO 565(1)/2006,

Deletion Programme duly approved by EDB in case of import under concessionary
regime SRO 65and656 (Vehicles in CBU/CKD condition),

Annexure A containing certificate issued by the regulatory authorities in case of
import under concessionary regime SR ®62006and575(1)/2006

Quarantine Certificate issued by Food Department in case of import of certain
items

Fitness Certificate issued by the exporter in case of import of waste

Inspection Certificate issued by Inspection Companies notified in ImpdidyPo
Order in case of import of second hand Boilers and other ghatN¥achinery

Bonds: (Public Bond, Private Bond, Manufacturing Bond and Diplomatic Bonds)

1 Copy of GD intebond and exbond with supporting documents

1 Bond register maintained both by thestims staff and Bonder/importer
1 Statements furnished by the Customs staff to the respective MCC.

1 Prescribed record i.e. Registers of input goods (importedfput

goods/production, wastage, goods exported and local sales are maintained
under Manufacturinggonds.
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AUDITOR -GENERAL OF PAKISTAN
PERMANENT FILE

NAME OF ENTITY/ORGANIZATION:

FEDERAL BOARD OF REVENUE
Form PF- VIl

Under s

tanding

o fi Ky €dntadtsy 0 s

ness

The auditor should list the names and contact information of gexgonnel at all

management levels of the entity.

Key management PersonneFBR Islamabad

Title Name Telephone Fax E-mail
Chairman/ Mr. Ahmed 051-9201938 | 051-9205308| Chairman@fbr.qgov.pk
Secretary Wagqar 051-9209723
General
Revenue
Division
Member Legal Mr. Mumtaz 051-9202018 | 051-9203499

Ahmad
Member HRM| Mr. Muhammad| 051-9201262 | 051-9215310
Talha
Member Maj. Gen (R) 051-9201353 | 051-9209446
Admn. Muhammad
Yasin
Member Mr. Usman 0519201561 | 051-9204040
Direct Taxes | Khalid Mirza
Member Tax| Mr. Habib 051-9203399 | 051-9208864
Policy  and| Fakhruddin
Reforms
Member Audit| Mr. Abdur 051-9202075 | 051-9202282
Razzaq
Member Aamir Z. Ch. 051-9201600 | 051-9219212
(IMS)
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AUDITOR -GENERAL OF PAKISTAN
PERMANENT FILE

NAME OF ENTITY/ORGANIZATION: FEDERAL BOARD OF REVENUE
Form PF- IX

Understandi ng o fi Significant AuglibAseasBu si ne s s

AUDITOR -GENERAL OF PAKISTAN Form PF- IX
PERMANENT FILE
NAME OF ENTITY/ORGANIZATION: FEDERAL BOARD OF REVENUE

Understandi ng o fi Significant AugibAseasBu si ne s s

Significant
Financial , iti
ancia Main Heads Critical Area
Statement
Components
Revenue Customs 1 Imports under Computerized Syste

(PACCS)and Imports under NotPACCS

1 Imports under Concessionary/exempt
regime

1 Imports of certain items for whic
valuation advices issued by the FBR

1 Imports of restricted items under Impg
Policy Order subject to fulfilment g
certain conditions

1 Reconciliation of Containers showing to
containers discharged from the ships
total containers cleared from all ports
the country

1 Bonded Warehouses and S{
transportation scheme

9 Car Assessment

1 Bank Guarantee/ Indemnity Bond./P

121



Audit Guidelines for Revenue Receipt Audit

Significant

Financial ] .
Main Heads Critical Area
Statement

Components

Dated Cheques

I RefundandRebate

1 Misclassification of receipts in incorre
heads of accounts by NBP and followed
departmental treasury/CAO/AGPR

1 Reconciliation of revenue receipts figur
among the Customs, CAO, NBP, SBP &
AGPR

1 Spill over of the revenue in next year
accounting records of CAO, SBP, a
AGPR

91 Delayed submission of pay orders by N
to CAO and by CAO to SBP

1 Reconciliation of rebate paid amount w
rebate sanction amount

1 Nonreconciliation of unpaid cheques
rebate

1 Double/short/excess/ndsooking d
revenue receipts in accounting offices
DAOs, Treasury Office, sutseasury officeg
and CAO

1 Non-functioning of departmental treasury

Revenue Federal Excise¢

1 Advertisement on TVand Cable by theg
Duty

Cable Operators and q
Buses/Coaches/railway station/airports
Telecommunication Services

Shipping Agencies

Different Commodities

Cigarettes, cement and beverage

= =4 4 A

1 FE on Natural Gas
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AUDITOR -GENERAL OF PAKISTAN
PERMANENT FILE

NAME OF ENTITY/ORGANIZATION: FEDERAL BOARD OF REVENUE
Form PF- X

Significant Accounting Policies

Revenue Recognition:

Revenue is recognized on casdisis of accounting and bookadcording to single entry
system in the Finance Accounts of Federal Government by the AGPR.

Federal Treasury Rules, Customs Treasury Rules and Sales Tax Treasury Rules are also
followed by the departmental treasuries for booking of revenue receipts

Significant
Financial Main Heads Critical Area
Statement
Components
Revenue Sales Tax

1 Evaluation of Controls in seHssessmer
scheme of sales tax

91 Authenticity and validity of computerize
data on the basis of which refund
sanctioned

91 Duty andTaxes Remission on Exports

1 Refund of sales taandfederal excise (VAT
Mode)

9 Reconciliation of Sales Tax Record of Pul
Ltd Companies/Private Ltd Companies w
Financial Statements

9 Evaluation of seassessment of sales tax
registered persons

1 Up-dating or addition or deletion in the List
Black-listed and suspiciousnits
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