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PREFACHO REVISED EDITION

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

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

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

on their old and outdated codes and manuals for conducting audit.

On the basis dkessons 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
experenced auditors in the field. The results of these efforts are contained in these
Guidelines. Tiough the document, as a whdias been revisedhe section on the Audit
Execution phase, in which detailed audit steps have been added is a significant.addition

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

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

These Guidelines are being issued after the commissioning of the Financial Audit Manual
and are to be used for planning and conducting audits under the mahtteeDepartment
of the AuditorGeneral 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 the Financial Audit Manual while auditing in the field.

Implementation of the new audit methodology, and adoption of the Guidelines, will be
carried out according to a schedule to be determined by my office according to a gradual
phashg across the government entities 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 ofight Audit
Offices to get their 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 reth@rmain focus of our
efforts towards modernization and professionalism.

Keeping in view the future changes in the international best practices and the changing
demands of the stakeholders, these Guidelines will be required to be updated and expanded.
Field Auditors using these Guidelines are therefore encouraged to make suggestions for
improvements in these Guidelines and other tools on an ongoing basis. Suggestions for
improvements will be duly considered and incorporated in these Guidelines wheigsangces

by the Research and Development Wing of the Department of the Auditor General of
Pakistan.

(Muhammad Younis Khan)
Auditor General of Pakistan
Dated: March, 2006
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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 ProvincialGovernmentsThey do not 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, stadards and methodology. 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
discused 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 a permanent file, planning and conducting audit, which
processes finally culminaia the Evaluation and Reporting Phaskaudit results

1.2 Guiding Principles

FAM, which was issued in 2@80by 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 of conducting an audit
under the authority of the Audit@en er al ' s Or di nance, 2001.

p8ag ! OAEOI 0086 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, which includes the Audit Working
Papes Kit. Because of thamportance of ensuring a high standard of work by the DAGP,
particular attention needs to be paid to
assurance frameworRhecls that its work is performed as efficiently and effectively as
possible and comm@s with the INTOSAI Auditing Standards. Quality is performing an
audit effectively, following up all errors and deviations with a rigorous evaluation,
reporting clearly on the results, while at the same time respecting the resource and time

constraints eablished 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

h €
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It needs to be highlighted that the audit strategy and methodology, recommended under
FAM, providesfor continued quality assurance through all the phases of autite
reviewing the audit planpermanent file and other phases of audit, the functionaries,
entrusted with the quality assurance of audit, shoGldeck that various steps
recommended in thesGuidelinesand respective forms have been followed in all
respects.

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

1.4 Practical Tools

FAM is supported by standard Audit Working Papi€it that provides the auditor with
practical tools for conducting audit. Tleegorking papers are a genéatl set of forms

and schedules designed to help each audit team perform audit in compliance with the
principles set out in FAM. These Guidelines have been prepared to assist the audit teams
to apply the Audit Working PapeKit to a specific type of audifThese Guidelines also
comply with the INTOSAI Auditing Standards. While developing these Guidelines, the
work done by the Professional Standards Committee of the INTOSAI and 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
(CAATSs) and Audit Management Software. If more information about these software
tools is required, the auditor should refer to Manuals for the respective software. In
addtion, Appendix C of FAM provides a discussion on the use of CAATS.

1.5 Continuous Improvement

It i s the DAGP’'s intention tsKitforcentinkalyM and tt
improving its methods tdCheck that the highest quality audits are achakweith

maximum efficiency. While using these Guidelines in performing audit, the auditors are
encouraged to identify ways of improving either the Guidelines or the underlying tools,

and submit a written suggestion to the Audit Policy and Special SectB&S3) Wing

in the DAGP.

1.6 Using the Standard Audit Working Paper

The audit processgenerally follows a standard Audit Cycle comprising the following
phases:

General audit planning

Detailed activity and resource planning
Fieldwork

Evaluation

= =4 =4 -9
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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 provided in Chapters 7
through 14.

The Audit Working PaperKit has been designed to guide audit teafmrough these

phases in a structured manner, and are presented in the four sets of working papers. Once
completed and supplemented with additional information gathered during the course of
audi t each of these sets détdosuwnerksiandg paper
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 Bporting file

= =4 =4 -4

It is recommended that the electronic versions of forms given in the Audit Working
Papes Kit are used during the conduct of audit. The auditor is reminded of the
importance of keeping baakps of filledout forms (electronic and hard copg) @heck

that they are adequately protected.

Kindly note that each form or schedule included in the Audit Working Bagier
incorporates notes on how to use the form. These notes are printed in italics to
differentiate them from other material on the forin 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 whole are presented either at the beginrnihmgeod of the form.

These Guidelines do not repeheinstructions for each form. This purpose is to provide
additional guidance specific to the type of audit being planned or conducted. Forms and
schedules given in the Audit Working Pap#it essentially meet the requirements of
Certification Audit. Fbwever, some of these forms, marked with an asterisk(*), can also
be used for Compliance with Authority Audit. In both the cases, the notes on the form are
sufficient to guide the auditor and no additional information is required in these
Guidelines.

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

1.7 The Accountability Cycle

The accountability cycle starts with the preparatiommiual budget statement which is
approved by the Parliament. A detailed elaboration is as follows:
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E R

Each yearDepartmentof Finance receives budget estimates from government
agencies.

Based on the resources available and priorities of the governmerdniiel
budget is prepared.

The Parliament approves the budget.

Principal Accounting Officers (PAOs) sanction the expenditure.

Controller General of Accounts is responsible for the preparation of Annual
Financial Statements. This task is accomplishedutiradhe Accountant General
Punjab (AGP), who has the primary responsibility for disbursements, keeping a
record of transactions and the preparation of AnRu@ncial Statementsf the
Provincial Governments where asfor selfaccounting entities, this gk is
accomplished by thBrincipal Accounting officersHAOS.

Each year, théuditor-Generalof Pakistan certifies thEinancial Statementsf
Provincialgovernments.

Audited Financial Statementand audit reports are laid before tReovincial
Assembly These reports are then discussed in the Public Accounts Committee
(PAC) who then reports back to tReovincial Assembly

P { Legislature J T
PAC -~ " Finance Prepares
Budget

/

) Parliament
Audit Reports Authorize Budget

Auditor General |~ | Dept. / Executives
Certifies > ~ Spends

o CGA Prepares i _
Accounts ——
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VERVIEW OF THE DIRECTORATE
ENERAL OF CIVILWDIT (PUNJAB)

® O

2.1. Overview of the Office

Overview nhcludeskey statistics of the office (such as the number of employees, physical
location including regional representation), a brief, general description of expenditures,
and a brief description eésponsibility areas.

Geographical Locations and Human Resource Statistics

Office No. of Employees according Task assianed
Location to Office Location 9

Audit of the provincial
Lahore 194 government  of  the

Punjab

Office of theAuditor-Generalof Pakistan is the primary national institution that supports
Parliamentary Oversight by promoting accountability, transparency and good governance

in the management and use of public resources through its independent and objective
reporting. The mandatd Auditor-Generalbof Pakistan is prescribed in section 168 to 171

of the Constitution of Pakistan Auditor Gene

EachDirectorate GenergDG) Office is a strategic audit unit of OAGP that facilitates
Auditor-Generalof Pakistan in accoptishing his constitutional responsibilities.

This office derives its audit mandate from the AGP Ordinance 2001 (e.g. Section 7, 8 ,
and 12 of the Ordinance ) read with relevant articles of the Constitution of the Islamic
Republic of Pakistan 1973 and othastructions / orders of the AGP or government
regarding jurisdiction of this office issued from time to time.

2.2 Jurisdiction

All controlling departments of Government of Punjab

Sr. No. Departments Mandate
Agriculture Note
1.
2. Board of revenue
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Sr. No. Departments Mandate
3 Cooperative
4, Communication and works
5. Education(Schools)
6 Excise and taxation
7 Food
8. Finance
9 Forest
10 Health
11 Home
12 Housing and Physical Planning
13 Industries
14 Irrigation and power
15 Labourand Human Resource
16 Law and parliamentary affairs
17 Live stock and dairy
18 Local Government And Rure
Development
19 Provincial Assembly
20 Planning and Development
21 S and G.A. Department
22 Transport
23 Zakat and Ushr Department
24 Education (Higher)
25 Special Education
26 Literacy
27 Commerce & Trade
28 Information Technology
29 Information, Culture & Youth Affairs
30 Augaf
31 Population Welfare
32 Social Welfare
33 Environmental Protection
34 Sports
Note This office derives its audit mandate from the AGP Ordinance 2001 (e.g.

Section 7, 8 , and 12 of the Ordinance ) read with relevant articles of the
Constitution of the Islamic Republic of Pakistan 1973 and other
instructions / orders of the AGP opgernment regarding jurisdiction of
this office issued from time to timehis office conducts audit of the above
departments at provincidével.




2.3 Organogram of DCGAudit (Provincial)
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SCOPE OF AUDIT

3.1 Types of Audit$

Directorate General of Civil Audit Punjab conducts the following type of audit.

1 Certification Auditof the forest department and of the Government of the Punjab
as a wholg

1 Compliance with Authority Audibf the government departmensnd

1 Performance Audit

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

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 performaneadit. Regularity audit comprises tfe attest of
Financial Statementsalled Certification Audit and Complianaeith Authority Audit.
Regularity audit embraces

1 Attestation of financial accountability of accountable entities, involving
examination and evaluation of financial records and expression of opinion on
Financial Statemest

1 Attestation of financial accountability of the government administration as a
whale;

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

1 Audit of internal control and internal audit functions;

! These Guidelines provides guidance on both the Certification and Compliance with Authority audit.
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1 Audit of the probity and propriety of administrative decisions takeninvitihe
audit entity;and

1 Reporting of any other matters arising from or relating to the audit tkiea
Supreme Audit Institutiomonsiders should be disclosed.

Performance audiis concerned with the audit of economy, efficiency and effectiveness
and embaces:

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

1 Audit of the efficiency of utilizingof human, financial and other resources,
including the examination ofinformation systems, performance measures
monitoring arrangements, and procedures followed by audited entities for
remedying identified deficiencies; and

1 Audit of the effectiveness of performance in relation to the achievement of the
objectives of theaudited entity, and audit of the actual impact of activities
compared with the intended impact.

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

3.3 Certification Audit

Objectives:
To expresgnopinion on the Financial Statemeitsthe effect that:

1 The Financial Statementsroperly present, in all material respects, the
government’'s financial position, the resu
expenditures and receipts by appropriation; and

1 Checkthat assessed revenue is promptly collected and deposited imgever
treasury and properly classified in thmancial Statements

1 The sums expended have been applied in all materipécts for the purposes
authori®d by Parliament and have, in all material respects, been booked to the
relevant grants and apprograns.

Financial Statementsavea large number of external users and it is necessary that the
Financial Statementproperly present the financial position of tlaiditee In order to
express the opinion on tik@nancial Statementghe auditor has tensue the following:

1 Financial Statementmare ev al uat ed for adequacy again
Disclosure” 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 oFinancial Statementsre tested fothe following audit
assertions:

a. Existence and Occurrence

b. Completeness

c. Measuement

d. Regularity(compliance with applicable laws and regulations)

Methodology:
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Understanding the aud#
Conducting risk assessment;
Defining detailed audit objectives;
Developing audit programmes;
Performing analytical procedures;
Testing the internatontrols;
Determining sample sizefgubstantive testing of detalil
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 theneys shown as
expenditure in the accounts were authorized for the purpose 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 toequre

for expending public money.

Audit of sanctions oExpenditure to 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 scriging the mere formality of
expenditure to its wisdom and economy and to bring to light cases of improper
expenditure or waste of public money.

While conducting the audit of receipts of the Government, the AuGitoreral
satisfies himself that the rulesich procedurefiave been properly adopted and
Checls that the assessment, collection and allocation of revenue are done in
accordance with the law and there is no leakage of revenue which legally should
come to Government

Review, analyze and comment on ieas 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/speaial t he b as
directions fom the head officetc.
1 Prioritising risk areas by determining significance and risks associated with
identified key controls.
1 Design audit programes including analytical procedure®er testing identified
risk conditions.
1 Selection of audit formationsei. DDOs on the basis of:
0 Materiality/significance
0 Risk assessment

1 Selecting sampleas per sampling criteria

1 Execution of audit programes.

1 Identification of weaknesses in internal controls and development of audit
observations and recommendatiam$ating to non compliance of laws, rules,
regulations and prescribed procedures.

1 Integrating the workvith financial attest auditvhere possible.

1 Evaluating results;

1 Reporting; and

1 Follow up.

3.5 Important Audit Componens

Some of the specific relatingsksinclude:

1 Non compliances of regulations

Misrepresentation of financial information.

Misclassification of receipt or expenditures.

Maintenance of stock without its actual requirement.

Potential liability for environmental damage or damages duegal action by

persons impacted by departmental activities and operations.

Nonrauction of unserviceable material/machinery.

Non-maintenance of record relating to assets.

1 Natural disasters and other unforeseen occurrences that can place demands on the
resairces.
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The auditor should be observant for any possible risks that could affect the financial and
operational performance of auditee. Then the auditor should decide what aspects of these
risks to take into account when planning the audit.

The major focusf the Directorate Gener@livil Audit is on:
1 Revenue received by the auditee departments.
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1 Expenditure incurred by the auditee departments.
1 Assetsmaintained by the auditee departments.

3.5.1 Audit of Revenue
The main components of revenue are:

1 Intergovernmental and interdepartmental transfers.
1 Appropriations (Grants)
i Sale of Food.

The receipts of money should be reviewed to check that they have been properly dealt
with from a revenue perspective in accordance withIfNEOSAI Auditing Standards

The audior, therefore, needs to keew/her knowledge up to date in auditing standards.
The auditor should also conduct an examination of the attached terms and conditions to
checkcompliance with applicable laws and regulations.

3.5.2 Audit of Expenditure
The expenditure incurred on major types of activities iratiditeedepartmentsire:

Employee related expenditure

Operating expenses

Transfers

Expenditures on physical assets and others
Debt and interest payments

Loans and advances
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These activities arenultifarious in natureand widely dispersed across the country. A
significant challenge for the audit teamtésdecice on appropriate and judiciousse of
audit effort and resources.

Auditors plan the audit for the financiatatement or for a particular formation as a

whole. However financial information can be divided into smaller manageable
components for better planning and execution, for focused approach and effective use of

audit resources.

For a financial statement atidithe most logical way of dividing up the financial

statement is to consider each line item in Hweancial Statementto be a separate

component.

“Line items” are each o fcialtstatemersniacludirig the epor t e
amounts disclosedhithe notes thereto.

For compliance audit, it might be decided that individual DDOs should be subject to
review. These are at the DAGP's discretion &
every year. Normally, the most significant activities aketeas component.
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Components selected in the audit plandibtypes of audit are based orateriality either
in terms of amount (Rs.) or risk associated with activity. Details of signific
components for all types @udit are elaborated in audit plah the directorate every
year. Also read 4.13 of this guideline for further guidance.

A sound knowledge of operations will help the auditor identify potential problem areas.
For example, if money was spent in the previous year on fixing a problemeanuhtthe
current yearthere isfurther expendituren the samevork, the auditor may decide to
investigatereasondor further expenditure.

3.5.3 Audit of Assets

The auditors should check titae auditee departmentsyamaintained proper records of
purchase and sale of assedadthatall rules and regulations are being followed in this
regards.The aiditors shouldalso check thathe auditee departmentsave maintaineda

Fixed Asset Rgister which must reflect the current status of assets. Moretheer
auditors should observe that necessary steps have been taken by the departments for the
safety of assets

The New Accounting Model (NAMprovidesfor the accounting of assets. The auditor
needs tounderstand the level of implementatioh NAM and verfy the fair and true
presentation of those assets in accordance with the policy given in NAM.
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PERMANENT FILE OF AUDITEE
DEPARTMENTS

4.1 Introduction

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

As its name implies, the Permanent HiRF) is used to collect information about the

entity that will be useful not just for the current audit, but also for fuhudits of the

same type for the same entity. For exampl
business helps Iin assessing materiality,; ur
determine what components to audit; and, knowing the typeansactions 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 vy

Even though the information on the Permanent File is expected to be usefalraores
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 be of camtig importance to the
audit activity in the particular area of 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 Organizatio charts, details of key contacts and locations of operation.

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

1 Copies of the estimates.

1 Copies of longterm contracts.

1 Loan agreements, mortgages amthtdinstruments, schedules of amortization for
debts and special assets.

1T Previ ous yRnancial Statemerdsi t e d

1T Previous auditors’ reports to management

1 Extracts of the minutes of meetings.

91 Chart of accounts.

1 Summary ofaccounting policies used by the auditee departments.




Guidelines for Civil Audit Punjab

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

Policies andProceduresManuals may be in the Permanent Fifethey are brief or,
alternativé y, a copy should be in the auditor’s bc¢

Note Where the supporting documentation is voluminous, the auditor may decide to
include only a reference to the title of the documentation and its physical
location rather than keepinipe whole document in the Permanent File
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The audit team is responsible for gathering the information reqtared put inthe set of

working papers associated with the Permanent File. These areitigtesl next seotin.

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

and sufficient audit resources should be allocated to this task in the audit resource plan.

For subsequent audits of the same type for the same entity, theeandgimply needs to

confirm that the information is still relevant, and to update the Permanent File at planning
stage where necessary. The dates on which updates occurred should be recorded on the
Update Control Sheet (Form PF) provided.

Members of thewudit team should be familiar with the information in the Permanent File
asitis requedt o have an under st an thiomayto checktheth e ent i |
an effective and efficient audit is conducted.

It needs to be highlighted that the austitategy and methodology recommended under
FAM provide for continued quality assurance through all the phases of audit. While
reviewing the permanent file, the functionaries entrusted with the quality assurance of
audit should ensure that the various stepsrecommended in thes@uidelines and
respective forms have been completely followed in all respects.

4.3 Documentation in Permanent File

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

1 Update Control Sheet (PF)

1 Statusof the Entity (PFI)

1 Background Information (PF11)
9 List of Auditable Locations (PFIIN
1 List of Bank Accounts (PFIV)
9 List of Authorized Signatories (PFRV)
1 External Factors (PRVI)
1 Accounting Records and Accounting System(PFVII)
1 Key Controls (PRVII
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1 Significant Audit Areas (PFIX)
1 Significant Accounting Policies (PFX)

The following paragraphs contain specific guidance for usingltbgeforms

4.4 Update Control Sheet- PF

The PermanenFile should be updated each year at the planning stageforimsshould
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 aounting, centralized or
exempt accounting entity, etc.) and its relationship with other government
departments/ministries (attached department, branch office, etc).

4.6 Background Informationz Form PFII.

The auditor should gather financial and otHsackground information about the
operations whose results are included in Byeancial Statementsf the entity. This
includes information about total assets, total liabilities, total revenue and total
expenditure, corporate plans, and organization sirecimain functions, etc.

Note Accounting/Financial information pertaining tihe last three years should be
documented along with the detailf fund releases.

4.7 List of Auditable Locationsz Form PFlIII.

The auditor should document the addressesd! locations including:

1 Headquarter

1 Field Offices;

91 Project sites or other operational locations that collect, record, process and report
thefinancial information of auditee activities; and,

1 Locations where assets are located their existencecan be checked by the
auditor.

4.8 List of Bank Accountg Form PFRIV.

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




Guidelines for Civil Audit Punjab

4.9 List of Authorized Signatorieg Form PRV.

The auditor should listhe names of personnel with authority ¢ertify, approve and
authorizethe collection, recording, processing and reportinghaffinancial 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 performance of
the operational activitie®f an auditeeThe auditor should use professional judgment to
decide what these factors are. yimeay include:

Economic trends and conditions affecting input costs

Variation in budgets

Timing of project completion and carry over into subsequent financial.years
Local interventions or events that migitstve anmpact on project progress
Generalffinancial indicators and trends

= =4 =4 -8 -9

4.11 Accounting Records 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 péficial information of all the
formations at thé&ederal Provincial andDistrict accounting levels.

b. Document a brief description of the accounting systim iheans, including staff
ard equipment, by which an orgaai®n produces its accounting infornuat)
used by the auditee department.

The major accounting records maintained by the auditee departments include:

Cash Book

Cheque Book
Vouchers/Bills
Contractor’'s Ledger
Expenditure Statement
Monthly Return

Funds Releases
Budget Releases
Transfer Register
Advance Register
Expenditure Register
Stock Register
Measurement book
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9 Detailed Estimates

Note The above list is natomprehensiveit may include other additional records to
support the nature of activities an auditee is involved in.

Accounting Manuals _and Codes:

Departmental Financial Rules (DFR)

Provincial Financial Rules (PFR)

Provincial Treasury Rules (PTR)

Provincial Public Works Account Code (PPWA Code)
Delegation of Financial Powers

Land Acquisition Act

ProvincialCivil Service Regulations

Provircial Esta Code

Allotment PolicyProvincial

PunjabProcurement Rules, 200

Market Rate System MRS

Accounting Policies and Procedures ManuaPPM
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In addition tothe abovementioned listthe following is the list of manualand codes
which are entity spgfic for the provincial department®f Government of Punjab

1 [Irrigation Manual of Orders IMO (I & P)
1 Building and Roads CodB&R Code (C & W)
1 Book of Specifications (C & W)

In case of other provinces, auditor should follow the specific rpiesailing in the
Province.

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

the audit is conducted against these benchmarks. In addition, the auditor should consider
whether the policies and procedures in force are effective at reinforcing good
management practices. Where a rule or procedure does not contribute to good
managment practices, it is the job of the auditor to recommend changes to such rules and
procedures.

The audit team should also document a procespimgfor each process maintained for

collecting and recording transactions. This will help the auditor irerstanding the

complexity of control structure and documentation. The process mapping will depend on

the nature, flow of transaction and significance of operations. For proc@gsngathe

auditteam may analgs an enti ty’ s manuadulatipn. Thergpdrei cabl e
two approaches to process mapping nank@iyancial Statementspproach (a top down

approach) and transactions based approach (a bottom up approach).
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Note It is most important that the auditor, in carrying out the audit work, do¢s no
reinforce outdated or inapppriate procedures and practicetn particular,
the auditor should determine whether any changege beenntroduced in
government practices that will apply to the auditee departfsjent

4.12 Key Contactg Form PFVIII.

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

4.13 Significant Audit Areasz Form PF [X.

The auditor should obtain a current and up to date chascadunts.He/she should
ensurethatit follows thecurrentaccounts classifications and the regulations imposed by
the GGA (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 Statementsf the Provincial governments (in liaison with those auditors having
responsibility for these audits). This will help the auditoplanhis/heraudit for speific
FinancialAudit andrelated Compliance with Authori#udit objectives.

In order to determinéhe significant components of tHéinancial Statementshe whole
activity of the auditee department should be divided into manageable parts, for example:
1 by district; or
1 by capital projects, operations, ongoing maintenaotehe facilities major
repairs, etc.; or
1 by major activities (building, roads, water courses, etc.); or
1 Object element [civil works (A012), repair & maintenance (A013).etc]

Where the selected components have separate locations with decentralized management,
each location should be considered separately. On the other hand, if the activity operates
under a centrally controlled accounting system, the auditor should consitteratitbns
together.

For certification audit, the most logical way of dividing up the financial statement is to
consider each line item in tl@nancial Statement® be a separate component. The line
item would be each amount reported in Fieancial Satement including the amount
disclosed in the notes thereto.

Sometimes the financial statement includes several different groupings of the same total
amount. For example, in théinancial Statementsf auditee departme(s), financial
data/expenditure ay be grouped by:

1 Separate districts;
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1 Economic, or business, functianclassification(buildings, roads, water courses,
etc.);
1 Object element [civil works (A012), repair & maintenance (A013) etc].

The financial items to be auditeshyinclude the follaving, as applicable:

1 Income
0 Appropriations (grants)
o Sale of Food
o Intergovernmental or interdepartmental transfers
1 Expenditures/Costs
o]
Salares and employee benefits
Operating expenses
Transfers
Expenditures on physical assets and others
Debt andnterest payments
o Loans and advances
1 Assets
o Fixed assets (land / buildings / infrastructam®ads, bridges)

© O O0OO0Oo

o Capital work in progress (civil works, etc.)
o0 Major equipment
o Current assets (stores)
o Cash
9 Liabilities

0 Longterm loans

o Provisionfor retirement bnefits

0 Security deposits

o Current liabilities (creditors, etc.)

The following table highlights the significant financial statement components along with
their main account heads and areas critical for auditing

Significant
Financial
Statement

Components

Main Heads Critical Area

Expenditure | Civil Works | Planning & Estimation of works.

(Development | Tendering of works and engagement of consulte
Expenditure) | services

Postbid contract amendments
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Variation /change orders in original contract/wg
orders

Measurement of works

Payment to the contractors beyond the terms
contract

Escalation claim of the contractors

Contract Payments

Violation of contract specification/design
Non-imposition of liquidated damages due to delay
completion of works

Failure ad termination of contracts

Repair and
Maintenance

Planning & Estimation of works.
Tendering of works

Variation /change orders in original contract/we
orders

Measurement of works
work Payments

Pay and
allowances

Allowances paid to employeasd deductions

Physical asset

Classification of assets and maintenance
appropriate assets registers.

Other
Operating
expenditure

Limit of fuel and other charges e.g telephc
according to the limits.

4.14 Significant Accounting Policieg 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 shouldspecifically check on theextent of the
application of NAMin the auditee entity

Significant policies may include:

Revenue recognition.

Accounting for investme
Assets valuation and de
Cash and cash equivale
Accounting for liabilities
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Recognition of expenditure.
Accounting for foreign currency transaction and interest payments
Accounting for staff retirement benefits

nts.

preciation

nt

and commitments

Accounting of Public debt.

A number of entitysupplied documents are required to supghe forms and schedules:
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Organization chart

Accounting policies

Chart of accounts

Entity’s business plan or charter

Applicable financial rules, laws and regulations, and service rules

Environmental laws and regulations

Long term contractand leases

Loan agreements, mortgages and debt instruments

Amortization schedules for major assets

Extracts ofthe minutes of meetings

Previous year s’ audited financi al stat eme
Previous auditors’ reports to management
Othess as approprie

. A sample of the permanent file prepared for Barest Departmenthas been

annexed agppendixi A.
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AUDIT PLANNING PHASE

5.1 Introduction

Under the existing guidance available to theld=Audit Offices (FAOs) all the FAOs

are required to prepare an Annual Corporate Audit Plan covering audit operations
pertaining toCertification Auit, Compliance with Authority Adit and other audits like
Performance Audit, Special Wlit, Special $udiesand Audit of Foreign Aided Projects

This chapter contains gwdcethat the auditor can use to plan thBiegularity Audit

which includes Certification Adit and Compliance with Authority Audit These
guidelines do not replace the use of professional judgment.

Individual audits must be planneddosure that

1 appropriataend sufficient evidence is obtained
1 theINTOSAI Auditing Standards are complied with;
1 only necessarwork is performed.

The planning phase involves the folliony:

Determining the overall objectivesxd scope adudit;*

Understand the entity’s business

Assessing materiality, planned precision and audit risk

Assessing the entity.” s system of internal
Determining the components by which the audit e conducted

DeterminingFinancial Auditand Compliancewith Authority Audit objectives

and error/irregularity conditiorts

AssessingriherentRisksand Control ksks.

Determining the appropriate mix of tests of internal control, analyticadedures

and substantive tests of details
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* These steps d?lanning Phase are common for bothe Certification and Compliance
with Authority Audis, whereas the unmarked steps relateCertification Auditonly.
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The activities performed during th@eparationof the Planning File are complex and
varied. Each member of the audit team shohktkthat they have a good understanding
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of the activities that have been assigned to thEor.detai$, please refer tcChapter 7 of
the FAM.

Based on the information noted abotliead of the officeés responsible for planning the
activities and associated resource requirementsconducting audit. The Audit
Management Software is a valuable tool to apply to this task. See Chapter 8 of the FAM
and the Audit Management Softwavkanual for additional information.

It should also benoted that the INTOSAI AuditingSt andar ds require that
should adequately document the audit evidence in working papers, including the basis

and extent of planning, work performed and the findings of the "aulthierefore the

audit team leader is responsiblecteeckthat the Planningrile is complete ardprovides

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 should Check that the various steps recommended in theSaidelines 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 theconcernedeputyAuditor-Genera DAG) should supervise and approve (Ref:
FAM-Para 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 attention atext audit (from last year)

Entity communication lettef

Audit planning memorandurn

Memorandum on posgilanning changes

Important date$

Tour programme*

Information requested from entity officials

Materiality assessment form

Expected aggregaterer and planned precision form
Audit risk assessment form

Inherent risk assessment fotrm

Internal control questionnairecontrol for overall avironment*
Internal control questionnairegeneral computer controts
Internal control questionnaireappication controls
Control risk assessment form

Analytical procedures assurance form
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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 «ing for tests of internal control

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

Audit planning checklist

=4 =4 48 -5_48_49_9_9_2°_-2

Note: These forms recommended under FAM and Audit WoRkapgess Kit essentially
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 for the
pl anning phase in d$Kie " Audit Working Paper

5.4 Audit objectives and scope

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

1 Expressing an opinion dfinancial Statements

1 Expressing an opinion regarding compliance witlrent rules and regulatians

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

1 Evaluating opeational performance.

Note: For a comprehensive discussion of audit objecfiyBsasesee Section 7.1 of
FAM.

Thenature and size of theudit entity determines the scope of the audit, and is generally
defined by the audimandate. Fothe audit ofFinancial Statementshat are required
under Section 7 of the Audit@eneral Ordinanc2001, the 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 pupose of this form is to highlight matters that should be taken into account when

pl anning the foll owing y edexpeced devetbpmentsinT he a u
theent i ty’ s act i veichangessin thelaadit planméighis foren gan B0

be used to document practical sagtons for changestothengxke ar * s audi t . Al |
staff are encouraged to suggestiioyements 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 issued
to the management of the awdit It sets out the terms of the audit and will include the
issues that the auditor wants to bringtie attention oéntity sanagementThis letter
will clarify what is expeted from auditors during the course of dudnd leads to
cooperation betwednoth the parties.

5.7 Audit planning memorandum

The audit planning memorandum should comprise a coraiseeasy tounderstand

summary of important factors and decisions madéenduhe planning phase. Emphasis

should be placed on changes that have been madeportrevi ous year’' s pl an
planning memorandum should not duplicate all of the details set out elsewhere in the
planning file, the permanent file, or in the ayztibgrammes.

The actual contents of the audit planning memorandum will dependpenific
circumstances othe audit. It should include any changeés the nature ofent i t y’ s
business,structure of businessaccounting polies or systems, internal controls or
operational environment that will affect the planned audtlishould also explain and
establishan auditstrategy time tables and overall budget together with any significant
changes made from the previous year.

5.8 Memorandum on postplanning changes

As the executionevaluation and reportinghases of the audit proceed, it may be

necessary to amend the planned scope of the audit work. This may result from gaining a
better understandi ng unéxpettddextemal tevelogmensts, @ct i vi t
from determining a better means 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 memordam. 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 be significat and provides the audit team leader with a tool to track when the
work was planned and when it was actually performed.
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5.10 Tour programme

Tour prograrmes needs to be prepared and approved keeping in view the timelines,
resource constraints and auditastigy. The head of officeshould ensurethat tour
programmes are prepared arapprovedwell in timeand appropriate record is being kept

in this regard.

5.11 Information requested from entity officials

The audit team leader should keep track of informateguested from the audé s
management, including whatformation 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 his or herawrat.

5.12 Materiality assessment form

Materialtycam be defined as foll ows: “An error
the error (or the sum of the errors) is big enough to influence the userskhdmeial
Statements.

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

Note: For a comprehensive discussion Materiality, see section 7.3.1 amgppendix D
of FAM.

5.13 Expected aggregate error and planned precision form

Other values which are important in detning appropriate sample sizend in

evaluating the results of the audit are expected aggregate error and planned precision.

This form provides detailed instructions for arriving at these values for the audit at hand.

5.14 Audit risk assessment form

It is important that the audit teaestablish an appropriate level of risk for the audit. The
concept of risk is very important in planning systeased audits and is discussad
detailin sections 7.7 and 7.8 of FAM. This form is used to identify whether there are any
particular factorghat 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 ttheaise
level ofaudit assurance.
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5.15 Inherent risk assessment form

Inherent risk is the chancd material error occurring in the first place assumihgt
there are no internal controls in place. “ M
of multiple smaller errors.

This form indicates some factors wdfi ch may
inherent risk. Inherent risk should be assesse@dchFinancial Auditand compliance
with authority objectiveHo we v e r because the auditor’s as:

be the same for multife objectives or components, tliem can be usedtcapture 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 intexosatrol
environment in the entity. The better the apparent system of internal control, the less
detailed checking of individual transactions will be necessary. Internal controls are
discussed at length in section 7.4 of FAM.

The internal control questimaire provides many questions for the auditegview. The
auditor should decide whauestions are relevant 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 Intenusdxternal
auditors where applicable. Reliance on their work can only be placed when the auditor
assures him/herself that their work has been carried out according to the raieiang
standards. The auditor should make effaa obtain the copies of the audit reports,
management letters and other relevant observations made by the internal and external
auditors. Wherever the auditor uses the work of the internal and exteditdrgut

should be duly acknowledged in his record

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

first few years of transition to the new auditing paradignis to be expected that the
control environmenwill be weak in most entities. Identifying the weakresswill be the
starting point foideveloping stronger controls for the future.
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5.17 Internal control questionnaire z general computer
controls

This form is used to guide the auditor in considerivginhternal controls operating in the
ent i ty’ sedenvinorpnant. tnternal controls are discussed at length in section 7.4
of FAM.

The internal control questionnaire provides many questions for the audaaew. The
auditor should decide whauestions are relevant to the present audit and is free to add
further questions whever required.

5.18 Internal control questionnaire z application controls

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

The internal control questionnaire provides many questions for the audgaiew. The
auditor should decide whauestions are relevant to theepent audit and is free to add
further questions whever required.

5.19 Control risk assessment forms

This form isused by the auditor to summarishe assessment of risk in the general
control environment, the overall computer environment andspecific computer
applications (from the previous three forms).

The risks identified through the assessment of controls may impact different components
differently, so the auditor should consider control risk separately for each component (or
group of sinlar 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 auditing paradigm, it is suggested that all control risks are assarbedigh unless
thereis sufficientevidence to support lowering that assessment.

5.20 Analytical procedures assurance form

The audit team leader uses this form to document the analytical procedure(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 planning substantive tests of
details.

Detailedinstructions are provided with the form.
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Note: A detaileddiscussion n 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 tiabdheial
Statementprovide a true and fair view. One source of assurance is a detailed review of
individual transactins (substantive tests of dejailHowever, this is very time
consuming, so the audit team looks for other sources of assurance thiaénagle them

to reduce the amourdf substantive tests of detaifhe audit risk model provides an
arithmetic method of using the assessments of inherent risk, control risk, analytical
procedures and overall diti risk to arrive at the levalf assurancéhat is required from
substantive tests of details.

This form leads the auditor thradughis arithmetic model. A detailetiscussion of the
risk calculation is presented on the reverse of this form.

5.22 List of applicable laws and regulations

A major component of a Regulari#udit is the verification that the entity has complied
with applicabldaws andegulations. The audit team shoeldlistall applicable laws and

regulations on this forrfor checkingtheent i t y’' s compl i anong wi th

5.23 Sample selection checklist

In preparation for performinghe substantive tests of detaihe 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@where applicable)o select

and record samples taken during audit.

The following section lists some of the sampling techniques which can be used both for
the Certification Audit and for the Compliance with Authority Audit. Use of Btary

Unit Sampling is recommended for Certification Audit and when the auditors use
alternative sampling technigsieuring Certification Audit, they will be required to
exercise professional judgment.

Sampling:

It is the selectiomf a subset of a popution. The auditor takes a sample to reach
a conclusion about the population as a whole. As such, it is important that the
sample be representative of the population from which it was selected.

Sampling risk

Sampling risk is the chance that a sampledsrepresentative of the population
from which it was selected.

a
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Statistical sampling

Statistical sampling is the selection of a-s&b from a population in such a way
that eaclsampling unit has an equal and known chance of selection.

Non-statistical s ampling

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

Note that the only differece between statistical sampling and -+statistical
sampling is themethod of selecting sample items. Planning requirements and the
evaluation process remdime same.

Monetary Unit Sampling (MUS) for substantive tests of details

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

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

Methods of sample selection

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

1. Random;

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

1. Random selection

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

2. Fixed interval (systematic) selection
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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 wethich 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 iomrange. This could

be used, for example, to weight an attribute sample to the larger dollar items or
specific expenditure types, or ©heckthat at least one sample item is drawn
from each expenditure type.

Selecting the sample z statistical sampling

The “standard” sampl e selection techni c
(systematic) selection. Cell (random interval) selection can also be used if the
population has been downloaded into a computerGARITS is being used to do

the selection. Random selextiis also possible, but contains all of the difficulties

of cell selection. In addition, it has a further disadvantagkould fixed interval

or cell selection be used, the sample size will automatically be adjusted for any

over or undesestimations of lte 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-statistical 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 guidangalease refer to Appendix B of FAM.

5.24 High value item selection form

In addition to selecting a random sample for testing, the awstitmuldalso make sure
thattheitems of particular high value are tested, as any errors in these items could have a
matrial impact on the accuracy of théhancial Statementzs a whole. Thereforéhe

auditor will identify the high value items which will receive individual attention (and will
remove them from the population of items from which the samples are selected).
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The auditor will identify the high value items on this form and will cneser each item
to the working paperthat records the audit tests performed on that item.

5.25 Key item selection form

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

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

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

The auditor will identify the key items on this form and will cragfer each item to the
working papes that records the audit tests performed on that item.

5.26 Sample sizing for tests of internal control

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

The use ofCAATs (see FAM,Appendix C) will avoid having to follow this manual
process.

5.27 Sample sizing for substantive tests of details

This form presents a manual arithmetic process for determining the appropriate size of a
sample of transactions which will be selected for a substaetbtef details in a specific

audit component. The process is the same for all audit entities, and is fully explained on
the form.

The use ofCAATs (see FAM,Appendix C) will avoid having to follow this manual
process.

5.28 Checklist of accounting estimtes to be reviewed

Financial statements, especially those produced on accrual basis, will often contain
accountng estimates, such as allowanwe bad and doubtful debts and contingent
liabilities. The auditor should discussith entity smanagement todentify these
estimated amounts and record them on this form for subsequent validation when the audit
is performed.
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5.29 Points for attention at next audit

During the course of preparation Bfanning and subsequent Working Paper fitee

auditor may cora across items in the current year that should be followed up in the next
year’'s audit. These may be accounting estim
have not yet happened or i1tems that are ex|
accounts oother matters specific to the audit at hand.

Use this form to record these itemstbat theyc an be reviewed i n next
planning phase.

5.30 Audit planning checklist

This form presents a checklist of the major activities that should have been corbgleted
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 detgtdingthe
auditor’s planning responsibility.

This form is also a key componentiie DAGP’ s qual ity , sineesitur ance
providesa vehicle for communicating the planning procesthieDAGP management so

they can review and approve that adequate planning was completespacttof the

audit.

5.31 (entrally Led Audit

These are audits where a central team is responsible for the overall planning,
performance, evaluation, reporting and dall up. An example of such an audit is the
annual audit of th&inancial Statementsf the Punjab Provincd&he Directorate General
Audit (Punjab) has the prime responsibility to form a consolidated opinion on the
Financial Statementsf the Punjab Governmé The Directorate General Aludit Works
(Provincial)conducts the Certification Audit of the expenditures of works portion of the
Provincial Departments, whose results are incorporated iRitla@cial Statementsf the
Government of the Punjab, whicreacertified by DG Audit Punjab (Central Team).

Para 6.4 to 6.4010 of FAM gives guidance about a centrally led audit. With a centrally
led audit, there will be a division of responsibilities between the central teamitlzrd
Directorates contributingo the centrally led audiThe 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 detsirisk for each component and each spedtiicancial
Audit objective and Compliance with Authority Audit objective and error
condition;
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il
il

Determining the optimum mix of tests of internal corgralnalytical procedures
and substantive tests of det@it each component and for each spediicancial
Audit objective and relatedCompliancewith Authority Audit objective and error
condition;

Performing the overall error evaluation; and

Reporting the results of the audit.

The auditors from each of the direcites are, in turn, responsible for:

il
il

E

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

Reviewing the material received from the central team Cloeck audit
programmes, forms and checklists reflect the optimum mix of tests for that
particular Directorateand contain all the work required to obtain the required
amount of overall assurance;

Performing the audit work; and

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

In centraly led certification audit of the provincial governméihancial Statementshe
following (Planning Phase) forms of the Audit Working Papers Kit shall not apply during
the certification audit work of the Directorate General of Audit Works Provincial:

= =4 =4 -8 -8 _-9_9

Materiality assessment form

Expected aggregate error and planned precision form
Audit risk assessment form

Inherent risk assessment form

Control risk assessment form

Analytical procedures assurance form

Source of audit assurance form







Guidelines for Civil AuditPunjab

AUDIT EXECUTION PHASE

6.1 Introduction

This chapter provides guidance for the auditors work at the exeaiige This stage
includes compliarce testing (test of controls) subsantive testing, collecting and
reviewing evidence and maintaining working papéles. It needs to be noted that the
audit programmes given at the end of this chapter provide guidance to the field auditors
for Certification Audit and Compliance with Authority AuditHowever there arevery

few audit programmes as ‘“compil ation of accounts
certification 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#ie workdelegated has been performed properly;

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

6.24 EA 1 OAE O pendibllity & GBxeQifo®Phase

The auditteam has a major responsibility fdocumening audit evidence in the working
papers including work performed and findingdse(DAGP’' s Audi tiaag St ande
3.5.5).

As noted in FAM, the content and arrangement of the working papers is a refledion of
auditor’s proficiency, experience and knowl e

Sections 9.9 t09 . 11 of FAM provide detail s of t he
documenting the work performed asthndards for maintaining and keeping custody of
the Working Papeaifile. Each auditor should be familiar with these responsibilities.

The Audit Working Paperfile should contain various financial docunte provided by
the auditeenanagement, including:

a. FinancialStatements
b. Trial balance
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Civil Account

Appropriation Account

Any inter-governmental accounts for elimination.

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

g. In addition, the audit team should maintain detailed minutes @halineetings

with the auditeerepresentatives, which should be placed in the tAWbrking
Papes.

~® a0

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 functionaries entrusted with #igycassurance of

audit should Check that the various 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 forms specified in the AutlVorking Papes Kit are listed below:

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

Internal Control Deviations Form

Internal Control Deviations $oumary*

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 ltemSummary
Details of Errors in Samples, High Value Itears] Key Iltems
Exit Interviews

= =2 =2-5_9_9_49_9_2°_2-2_2._-2-

Note: These forms recommended under FAM and Audit Working P&jteessentially
meet the requirements of Certification Auditowever, some of these forms
marked with asterisks(*j;an also be used f@ompliance withAuthority 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 Analytcal Review Procedures Performed

This form is used to summarize the analytical procedures that were performed. The
auditor should note the procedures that were performedrasdrefereach procedure to




Guidelines for Civil AuditPunjab

the working paper that provides the details of tls¢ fee. Details of Analytical Review
Procedures Performed foym

6.5 Details of Analytical Review Procedures Performed

Details of each analytical review procedure conducted by the audit team, including type
of test, data used, calculations performed, IreSus and auditor’ s con
documented 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 astwabrking effectively. This is

done by following the detailed guidance provided in the Internal Control Questionnaires
for different aspects of the audit. The auditor will select the ICQs that are to be used in
this audit andick them off on the leecklist provided. The auditor does not have to apply

all the possible ICQs in every audit.

The key ICQs to consider for audit are as follows

Employee related expenditure
Goods and Services

Contracting

Project Costs and Performance
Receipts

Cash

Assds Management

Stores and Inventory

Land and Buildings Management
Budgeting and Expenditure Controls
Grant in Aid

= =2 =0_-_0_49_9_95_°5_2°_-2._--2-

Note: Detaied guidance for filling in thel C Q& $rovided in the Audit Wrking
Papess Kit underthe sectiorkExecution 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 entifyhe auditor will
document each individual devi at ifnancidnd i ts
Statementsn this form. There should be one form for each deviation encountered.

Where the operationsf the auditee organisatiorsse decentralizedt is important to
assess which weaknesses are dusctitered nature of departmipaticy weaknesses
and which are due tthe inadequate application of thesgernal controlsystemsand

policies within the decentralized sites being audited
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6.8 Internal Control Deviations Summary

For each significant type of deviation det ec
management and make a recommendation for rectifying the control weakness. The
purpose of this form is to help the auditor track eaehkness 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 idengithe legal or regulatory provisions that the entity
should comply with, to document the control that is in placeh&ck compliance, to
document whether the auditor considers the control to be satisfaatmtywhether
compliance was evident.

6.10 Substantive Tests of Accounting Estimates

This form summariss the errors identified during the performance of substantive tests on
accounting estimates. The auditeill use it to summares errors that were identified in

the Errors in Accounting Estimates Fofsee 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 form called
“Checklist of accroaumite wegd "e,s ttihmeateaewdittoorbewi | |
review of the estimate and the nature and value of any errors that were identified. These

errors will be summased in the Substantive Tests of Accounting Estimates form 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 the Audit
Progranmes for different aspects adudit given at section 6.16 onwardd this chapter

under the headindudit Progranmes. The auditos are expected to select the relevant
audit programmes for each auditas they do not have to apply all the possible Audit
Progranmes in every audit

Substantivetesting examines a sample of individual transactions to determine whether
the transactions selected comply with all applicable laws, regulatiles and to find

any errors or anomalies thatay exist. Each Audit Prograne provides a basic set of
steps 6r the auditor to follow to perform substantive tests.
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The substantive testing section of the Auélibgranmes includesa basic set of audit
objectiveswhich are described below:

Audit Objective s:

To determine whether, on the basis of the transactiexamined (selecting a
representative sample of transactions or other form of sample), the entityFi nanci al
Statementsomplies with the following assertiohs

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

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

1 Completenessall transactions relevant to the year of account have been recorded
and 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 collesd

1 Measurement: the recorded 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 tre selection of all significant
activities/transactiamand 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 under section 6.16.

6.13 Substantive Test of High Value/Key Itemg Summary

This form is used to summaei®rrors found by the Substantive Tests of High Value/Key
Items that were performed. The auditor should note what procedures were performed and
the nature and value did errors, and crossference the procedure to the working paper
that provides the details of each test (Details of Errors in Samples, High Value Items and
Key Items).

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

Items

The auditor will comfete one copy of this form for every single error discovered in any
of the substantive tests of details (from sampled transactions and High Value Items and

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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Key Items). Details of the voucher on which the error occurred, the nature amdotaus
the error ad its value shoulthe documented on this form.

6.15 Exit Interviews

Section 9.8 of FAM stresses the importance of keeping entity officials informed during
the course of audit. In addition to open communications during, uditgood practice

to arrange a meeting with senior entity management 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 bgefihthe management at the site
cannot be done aftéine senior audit managemehasreviewed theauditfindings. This
meansthat the team should provide feedback to management at the decentralized site
prior to conducting a full review of findings. It@ésgood 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 potentially sensitive mattere avolved, the audit team leader should get
instructions from senior audit management before the exit briefing.

6.16 Audit Programmes

The remaining part of this section contaihe following detailed audit programmes for
variousaudit areasvhich are to be used in the audits of all departments.

Employee Related Expenses

Procurement

Contingent Expenses

= == =4 A

Others

The Audit Programmes given in this section cannot provide an exhaustive set of checks.
Although in certain cases specific referencesh ¢urrent rules and regulations have

been given in the audit programmes, it needs to be noted that the auditor should be
familiar with the operations of the audit entity and should have a sound knowledge of the
relevant laws, regulations and rules withieththe transactions must comply. This will

allow him/her to make appropriate adjustments to the audit programme guides.
Furthermore, if the audit programmes do not
an audit work sheet on which he notes the idetaf transaction(s) (revenue/expense
/investment etc), his audit procedure(s) and findifgese audit programmes have been
developed after addressing the risks identified in section 3.5 of these guidelines.
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Government of Punjab has 23 budgetary depamts which are finandeby exclusive
and sharedyrants.Departments selected for audit are based on the discretion of DAGP
mandated by FAMKeeping in view the specific needs of the following departments,
separate audit programs have been ad8erthe stps can be performedith the help of
CAATs and Audit Management Software namfaddit CommandLanguage (ACL)

Local Government and Rural Development Department

Food Department

Finance Department

Housing and Physical Planning, Communication and wdmkgation and Power
Home Department

Agriculture Department

Forest Department

Irrigation & Power Department

Board of Revenue Department

Excise & Taxation Department

= =4 4 A4 -4 -4 A5 -4 -5 -5 -2

Transportation Department

6.17 Audit Programme: Employee Related Expenses

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

Done WP

Audit Procedure By Ref

1 Check that proper particulars are entered in Audit Registe
Gazetted Officer and in Scale Audit Register for Non Gazg
Officer.

1 Check that Office order or Establishment order new
appointment is issued by concerned head of departmen
amount is paid according to said order and entitlement in A

1 Check that acknowledgement of payment to employee

received from employees / Drawing and disbursement of

(DDO).

Check hat DDO certified the payment to Non Gazetted Offi

Check that Payroll Officer prepares Monthly Schedule

Employees latest by $60of each month and Approved I

= =

Supervising Payroll Officer.
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Audit Procedure

Done
By

WP
Ref

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

1 Check that relevanbfficer enters all the payments tin
Register and prepares Payroll Advice Note (PAN) for ban
case of Cheque payment and Payroll Creditiéel{PCA) for
direct bank transfer.

1 Check that payment to employees is reconciled with conce

department.

Check that copy of PCA & PAN are sent to Account Sectio

Check thatthe employee is identified in Audit/Scale Auc

Register; and that payment wasde to correct payee

1 Check that proper personal files of all the officers with
necessary particulaese maintained.

1 Checkthat Service Book maintained for Non Gazetted Offi
and certified by DDO.

1 Conduct a reconciliation (and/or check a batchrarigactions
between {Direct Credit Advice / Payroll AdviceDDO
monthly statement} and monthlyjcsh ed ul e of
Salaries and Compilation Sheet

1 Check that the deductions are correct (according to the
Fund / the income Tax Ordinance, 2001 and adified from
time to time / other deductions in accordance with rules
regulations governing deductions such as rent deduci
loans and advances / etc.)

1 Check that the amountf the first payment was corre
according to thejoining date of the new ermloyees and
according to their Payroll Register

1 Check thatthe amount of the last payment was cori
according to the date of last day of employment in section
according to their Payroll Registercompare pay slips wit
Last Pay slip Certificate ised

1 Check that payroll payments are correctly identified in
Compilation Sheet under Payroll Object and correctly cq
according to the Chart of Accounts by checking that the
pay and deductions have been correctly coded according
Chart ofAccounts codes.

1 Check that the total pay (gross, net and deductions)
correctly presented in the Compilation Sheétthe selectec
monthby making the necessary calculations.

= =

Adhoc Relief (Wage Type: 1831)

1 Check thatemployees whose date of joining wa8-6-2005




Guidelines for Civil AuditPunjab

Done WP

Audit Procedure By Ref

waspaid adhoc relief allowance as per revised pay scale 2
(Ref: para6 of Finance department Letter # FD.PQ/2005

1 Check thatthe adhoc relief allowance shall continue to
admissible at frozelevel on existing conditions.
(Ref: Office memorandum # FD.RZ1/2007 Dated: July 23
2007).

1 Check that theallowance is admissible to themployees
transferredrom one post to another taking effect after0It
2005 provided they were previously in receipt of sU
benefits
(Ref: letter #FD.PG2-2/99 Dated: July, 21, 2007).

1 Check that this allowance was also admissible extra
ordinary leaves as soon as they resume duties, at the f{
level which would have been admissible to them had they
proceeded on EOL.

(Ref: letter # FD.PE2-2/99 Dated: July, 21, 2007).

Special Additional Allowance(Wage type:)

1 Check that this allowance was not paid to new employees
joined after 112-2001 and only paid to previous employeey
frozen level who were entitled to and in respect of the bisn
immediately before their appointme
(promotions/transfers/absorptions).

(Ref: letter # FD.PE2-2/99 Dated: July, 21, 2007

Special Allowance (Wage Type: 1550)

1 Check thatan increase @ 15 % on initial of the pay shall
allowed to the contractuabpointees as special allowance W
are in receipt of pay package slightly higher than the star
pay package prescribed under the contract appointment f
dated: 2912-2004.

(Ref: letter # FD.P&2-1/2007 Dated: 23rd July, 2007

Special Relief Allavance
1 Check thatemployees whose date of joining was-&2005
onwards wagaid special relief allowanc@ 15 % of basic
pay per month to a civil servant in BRS0 22 as per revise
pay scale 2005This allowance continugto be admissible g

frozen levéon existing conditions.
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Audit Procedure

Done
By

WP
Ref

(Ref: para6 of Finance department Letter # FD.PQ/2005
(Ref: letter # No. FD.P€2-1/2003)

(Ref: Ofice memorandum # FD.R€-1/2007 Dated: July 23
2007

1 Check that theallowance is admissible to themployees
transferredrom one post to another taking effect after0i
2005 provided they were previously in receipt of sU
benefits
(Ref: letter # FD.PE2-2/99 Dated: July, 21, 2007)

1 Check that this allowance was also admissible extra
ordinary leaves as soon as theyurae duties, at the froze
level which would have been admissible to them had they
proceeded on EOL.

(Ref: letter # FD.PE2-2/99 Dated: July, 21, 2007)

Superannuation age
1 Check that sperannuation pension is granted to a Governr
servantonly oncompletion of age. Identifthose Governmen
officials who have attained the age of superannuation by
still in government job.

Annual Increments
1 Check thathe first annual increment of existing employees
basic pay scales, in which their payfised on 0:07-2007
shall accrue on®1December, 2007.
(Ref: letter# FD.PE2-1/2007 Dated: 238 July, 2007)

Dearness Allowance (Wage type: 1864)
M Check thathe dearness allowance @ 15 % sanctioned W

1.07.2006 shall stand frozen at tleedl of its admissibility a
on 30.06.2007 and the amount shall continue to be admis
to the entitled recipients until further orders but it will not
admissible to new entrants joining Govt. service on or i
01.07.2007.

(Ref: letter#FD.PG2-1/2007 Dated: 23rd July, 2007

Entertainment Allowance (Wage type 1518)
1 Check that this allowance is admissible to the Grade 19

above officeronly.
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6.18 Audit Programme: Procurement

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

Done WP

Audit procedure by Ref

Existence and occurrence

Check the:

1 Documentation (purchase order/purch
authorization/invoice/delivery receipt and receiv
documentations)

Entry in inventory register.

Payments for product/material enter into ledder current
year.

1 Payment was made to the correct payee.

(Para4.15 to 4.40 of B&R Code

(Para4.18 to 4.45 of PWD Code

(Rule-2.20, 15.1 tdl5.20 of Punjab Financial Rules)

E

Completeness
1 Reconcile total expenditures on product/material with
amount recorded in the ledger.
1 Check that all material recorded as acquired in the yea
charged against that year.
(Rule-6.1 to 6.3%0f Departmental Financial Rules)
(Rule-17.2(2) of Punjab Fencial Ruley

Measurements

1 Check that the neasurements were made in pro
document/measurement books.

1 Check that goods were received as per order and paid for
was received. Identify any short fall by comparing purch
order and good received note

1 Check that the invoieeand payments have applied proj
pricesand includecorrect freight charges if applicable.

1 Checkthatadvancgpaymens havebeen reflected in the invoic

and correspondingly deducted from payment.

Check arithmetical accuracy

Check applicable guarantees, service support.

Check that no payments were made
maintenance/replacement parts thatere covered by
warranties.

1 Check in case of late delivery, whether any penalties g

= =4 =
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Done
by

WP
Ref

under contract and if so, whether payment was sheill
accordingly.

(Rule-7.17 of Departmental Financial Rules)
(Para4.50f B&R Code)

Regularity
1 Check thathe acquisition process and the size of the purck
is within the authority limit of the authorizing officer.
1 Check that the supportirdpcuments contained the justificati
for large purchases.
1 Checkthe expenditure was consistent with the nature of
appropriation to which it was charged.
1 Checkthatthes uppl i er’ s name i s o
1 Check that in all major respecthgetlaws, regulations, rules a
policies to the acquisition are complied with.
1 Procurement Process
1 Procurement methodology
1 Economy and effectiveness
1 Storage issues
1 Indent to supply
1 Storage
1 Issue policy
1 Arranging of stores
9 Limits of storage
(PPR2009)
Monitoring and Maintenance
1 Examine the facilities for handling aquipments and chec
that:
o the equipments placed in suitable places
o thestorage is free of hazards are dangerous situatio
o the handling equipment is in good handling order
o there wereadequate periodic checks over the usag
equipments
o there are adequate physical control over the equipn
to check thathe equipment werproperly safeguarded
1 Check whetrer the maintenance of equipmentscord are

sufficient to safeguarded the intery
0 records are maintained up to date
0 access to record limited to make it difficultto alter to
cover up theft
0 regular reconciliation of actual equipments W

inventory records and accounting records thereof




6.19 Audit Programme:

Audit Entity:
Date(s) Conducted:

ContingentExpenses

Guidelines for Civil AuditPunjab

Audit Period:

Audit Procedure

Rule Ref

Done
By:

WP
Ref.

Repair of Govt. Vehicles

)l
)l

T

E

Check Vouched account.

Checks whether requisition from concerned offig
official/driver for repair has been received.

Check whether estimate has been obtained from {
motor workshops.

Check whether committee report has been prepar
Check whether NOC has been obtained from SP
Punjab for expenditure more than Rs. 25,000.
Check whether comparative statement has |
prepared and signed by the committee after obtai
guotations.

Check whether sanction of the competent authg
has been obtained to incur expenditure.

Check whether purchase of spare parts has
made from sales tax registered firm and sale
invoice obtained.

Check whether replacement of tyres/ battery has
made after spending prescribed life/cove
prescribed distance.

Check whether entry of repair/detail of spare p
replaced has been made in the History Sh
Consolidated register of rajp.
Check whether replaced parts have been rece
back and entered in the register of unservice
articles.

Check whether Income Tax has Dbe
deducted/deposited into Govt. treasury at the tim
payment.

Check whether actual payee receipt has K
obtained from suppliers after payment.

Check whether payment has been made through
draft/cheque/pay order

1. IG Punjab
Standing
order No. 20
2Rule 15.2
of PFR Vol
l.
3.5r. No. 7B
of delegation
of Financial
Power Rules
2006

4, 449 of
STR

Irregular excess drawl of POL (over and above the
prescribed limits) i Other checks

1

Check log books.

Chief
secretary

Letter No.
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1 Check whether calculation of monthly ceiling of eg
officer allowed residential telephone was made
accordance with PTCL rates.

1 Check whether telephone bills watch register
maintained to watch the payments made to ¢
officer during the financial year to avg
overpayment.

1 Check whether recovery of overpayment was m
from the officer and deposited into Govt. treasury.

1 Check whether residential telephone charges cli
submitted by officers were reduced to the prescr
limit every month to avoid excess payment.

Audit Procedure Rule Ref DBor.le WP
y: | Ref.
1 Check Petrol Register. PA/ds (4) &
f Check whether monthly consumption of POL v 57/90 dt 03
with in the limits prescribed. 07-91
1 Check whether calculation for consumption of P
for local duty and outside the municipal limits W
calculated separately.
1 Check whether recovery was made in case of ex
consumption of POL than prescribed limits.
Irregular excess drawl of POL (over and above the 17.15 of PFR
prescribed limits) 1 other checks Vol- |
1 Check Budget allocations.
1 Check expenditure statements.
1 Check Budget control/contingent register.
1 Check whether budget estimates were prepared
budget estimates were not under estimated.
i Checkwhether 1st / 2nd excess surrender staterm
were sent to Finance Department on the fixed dat
1 Check whether additional budget was obtained
payment of arrears of pay allowances of staff
avoid excess expenditure.
1 Check no payment was made agamkbudgets.
1 Check reasons for excess expenditure.
Irregular draw! of residential telephone charges over|
and above the prescribed limit. FD letter No.
1 Check calculation of monthly ceiling of ea( PW-11-2-24/
category of officer allowed residential telephons| tele/84 (p) df
per limits prescribed. 16-11-02
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Audit Procedure

Rule Ref

Done
By:

WP
Ref.

Irregular mode of payment exceeding Rs. 100,000
1 Check Bill of each firm and actual payee receipi
each firm.

Check actual payee receipt of each firm.
Checkthat in case of payment of each firm up
exceeding Rs. 100,000, payment has been 1
through bank draft/ pay order/ cheque.

)l
T

4.49 of STR

Irregular expenditure on repair of building

1 Check technical sanctiand administrative approvi
to incur the expenditure.

1 Check stock entries in case of purchase of builg

material.

Check measurement book.

Check inspection certificate by head of off

regarding satisfactory work.

1 Check vouched account and detail of expendi
issued in case ofegphosit works obtained from Publ
Works Department.

= =

B&R
and
CWD Rules

code

Irregular expenditure on printing charges
1 Check indent from user.

1 Check tender inquiry.

1 Check NAC of the Govt. Printing press.

Serial No.3
b(Xiii) of
part | of 2nd
schedule of
delegation of
financial
powers 199(
& para 24 of
purchase
manual

Transportation Charges

1 Scrutinize the transportation bills and see {
payments were made after obtaining-GRom the
recipient centreonsidering the remarks given at
GP-7 by the recipient centre.

1 Check the slips of the weighbridge while auditing
transportation bills and the GP

Irregular Contingent Expenditure

1 Check that the consumption account of the AP ta
is preparedand its consumption is shown in the -G
under the signature of the ACI.

1 Checkthe inspection note book of the each centre

Entertainment Charges.

Check the following items:
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Audit Procedure

Rule Ref

Done
By:

WP
Ref.

Agenda of Meetings

List of Participants of meetings
Adoption of tendeenquiry system
Sanction powerand

Govt. Rates for entertainment.

= =4 =4 -8 A

6.20 Audit Programmez Others*

Audit Entity:
Date(s) Conducted:

Audit Period:

Audit Procedure

Rule Ref

Done
By:

WP
Ref.

Loss of Govt. Due to accident/burnt/theft of Gowt.

Vehicles.

1 Check sanctioned strength of Govt. Vehicles.

1 Check available strength of Govt. Vehicles.

1 Check list of Govt. Vehicles showing vehicle N

model, type, condition i.e. on road/ off road &

name @ officer/ official to whom allotted.

Check log book/ history sheet of Govt. Vehicles.

Check report of the officer/driver regarding incide

Check Enquiry report of the incident.

Check whether the incident was reported to the |

of office/ department.

1 Check whether case was got registered with Pg
station.

1 Check whether responsibility was fixed for taki
necessary action for recovery/ write off loss in
light of decision given by enquiry.

Rule 2.35
(2) of PFR
Vol -

Loss of Govt. Due to shorage of stores.

1 Check stock registers.

1 Check physical verification reports.

1 Check charge handing/taking over reports at
time of transfer of store keepers.

1 Check physical verification of stock was ma
periodically/ annually.

1. Rule 15.1
of PFR Vol
I
2. Rule 2.35
of PFR Vol-
I
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Audit Procedure

Rule Ref

Done
By:

WP
Ref.

Non deposit of sales tax/income tax into Gov
Treasury.

)l
)l

Check paid vouchers.
Check Sales tax invoice or bank challans shov
deposit of sales tax. Also check whether saleg
invoices has been obtained with the bill frahe
suppliers in case of sales tax registered firm.
Check bank challans showing deposit of Inco
Tax.

Check whether sales tax has been deposited
Govt. Treasury in case of naagistered firms.
Check whether Income tax has been deducted
claim of suppliers at source at the time
submission of bill to Accounts Office.

Check whether Income Tax has been deducted
deposited into Govt. Treasury at the time
payment to suppliers if already not deducted at
time of submission of bill to Accour@ffice.

1. S.O Tax
1-19/97 dt
19-9-98.
2.Income
tax
Ordinance
2001

Defective maintenance of record

l

E

(A)  Acquaintance Rolls:

Check that whether amount shown to be disbu
in acquaintance roll is equal to the amount drawr
case of any difference betweerquaintance rol
and pay bill, the same has been properly accou
for i.e. shown unpaid, refunded by short drawl n
month or deposited into Govt. Treasury.
Check whether signature of the official shown p
have been verified by the DDO or officer nioiated
by him.

Check whether revenue stamps have been affixe
Check whether acknowledgment has been rece
in case of payment through money order, bank ¢
to officials placed at duty at other stations.

(B) Log Books:

Check whether name of the departmernhe
designation of the officer in charge. His teleph
number and registration number of Govt. Vehiq
has been mentioned on the first page of the
book.

Check whether log book has been maintained

prescribed form containing time, date, particsilaf

1.Rule 7.13
of PFR Vol
|

2. Rule 714
of PFR Vot
I
3. Rule 7.15
of PFR Vol
—.

Staff
Vehicle
Rules 1969
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Done | WP

Audit Procedure Rule Ref By: Ref.

journey, purpose of journey (official/ private) nan
signature of the officer utilizing Govt. Vehicle. Alg
Check that Meter reading and petrol issued has
recorded in the log books.

1 Check whether monthly Goshwaras showing t
petrol consumedral distance covered. Check tt
Average rate of distance covered per litre has [
maintained and compared with the average rat
distance per litre given by Motor Vehicle Examing

1 Check whether log books have been updated
daily basis/regularly.

(C)  Stock Registers:

1 Check whether closing balances of previous y Rule 15.4 &
have been counted for as opening balance in | 15.5 of PFR
financial year. Vol-|

1 Check whether stores received have been corr
recorded in the stock registers i.e. quant
specification rate and costa$ been shown in th
stock register.

1 Check entries in the stock register regarding req
and issuance of stores have been checked/sign
the officer in charge.

1 Check separate stock register for consumable
non-consumable items have been maintained.

1 Check balances shown in stock register have |
physically checked/ verified periodically/ annually

(D) Consumption account of consumable
stores:

1 Check Receipt and issuance of stores have
correctly recorded in the stock registers.

1 Check stores haveeen issued with the orders of t
authorized officers.

1 Check balance of stores has not been held in e
of the requirements of a reasonable period i.e|
months.

(E) Record of unserviceable spare parts
received back:

1 Check that reference of bill numbetate of newly

purchased spare parts/repairs and Govt. Vel

number is shown with the detail of spare pj
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Done | WP

Audit Procedure Rule Ref By: Ref.

received back.
1 Check that spare parts received back are transf
to SP MT Punjab for auction regularly.

Non auction of un serviceable 15.215 PER

1 Check Stock register of condemned g vol-I
unserviceable articles.

1 Check order of competent authority of
condemnation of articles.

Non deposit of cost of tender received fron 2.37 of PFR
contractors vol-1

1 Check Tender forms issue register.

1 Check account of tender form printed and soled

balance.
Loss of stores due to negligence 15.1 & 154
1 Check stock register of store / stock. of PFR voll

1 Check physical verification of store.
1 Check Report of shortage if any.

Lapse of funds due to non surrendering Rule 17.20
1 Check expenditure statement. of PFR Vol

1 Checkcontingent register. |
1 Check reconciliation of figure with AG/DAO.

Undue retention of Govt. Money into chest with Rule 2.2
cashier PFR Vot

1 Check monthly balances of cash book.
1 Check disbursement register.

Non verification of Govt. Deposits Rule 2.4
1 Check receipt vouchers PFR Vol

1 Check cash book.

1 Check deposit challan.

1 Check verification of deposit by T.O.

Misuse of general duty vehicles ltem No. 49
1 Check allocation of vehicles. of Appendix
1 Check list of vehicles. 14 of PFR
1 Check log books. vol-1I  staff
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Audit Procedure Rule Ref Dor.le wh
By: Ref.
1 Checkvouchers of POL. vehicle
Rules 1969
Non obtaining of actual payee receipts Rule 2.22 (i)
1 Check cash book. PFR Vol |
f Check payment vouchers. Rule 8.5 of
PFR Vol
Non deposit of rent of canteen/shops/petrol pumpg Rule 7 of
into govt. Treasuries. Punjab
1 Check contract/auction of canteen. Treasury
f Check receipt account of rent. Rules
1 Check deposit challan.
Non recovery/defective system of recovery o] FD-SR-111-
account of pension and commuted vaki from the | 4 dt. 2403
reinstated employees. 87
1 Check cash book. FD-111-4-
1 Check order for dismissed and reinstatement. 13/84 dt 24
1 Check deposit challan. 03-1987

Non registration of newly purchased govt. Vehicles
1 Check list of vehicles.

Para 5 of the
west

1 Check stock register.

1 Checkregistration book. Pakistan
Govt. Staff
Vehicle(Use
&
maintenance
Rule 1969)

Non auction of condemned vehicles/unserviceab| FD  Letter

Spare part etc. No. (A.A)

1 Check list of vehicles. 11-4/67,

1 Check condemnation orders. dated17-05
1970(Pb
DFR Rules
1990)
15.18 of
PFR Vol

Non deposit of canteen rent into govt. Treasury 4.1 of PFR

1 Check auction register tender file. Vol- |

1 Check challan form verification by DAO.

Loss of govt. Due to expiry of medicine 151 & 154

1 Check DTLcertificate from the department. of PFR Vol

9 Check Bin cards.
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Audit Procedure Rule Ref Dor.le we
By: Ref.
Non maintenance of record of spoiled milk, rotten 15.1 & 15.4
eggs & non replacement from contractors of PFR Vol
1 Check account register of spoiled milk & rott |
eggs.

1 Checkchallan verified by the DAO.

Budget and expenditure statement

Punjab
1 Check that expenditure is not in excess of | Budget
budget. Manual

1 Check that no expenditure has been sanctio| 17.20 of
against which the budget has not been provided.| PFR Vol. |

1 Checkthat saving was properly surrendered or | 17.5 of PFR
and case of the excess saving has been pointe Vol.l
or not.

1 See that the expenditure was sanctioned within
competency.

*This is a generalized AuditProgram applicable toall departments asrequired.
It includes steps to be performed for the audit of Health Department and
Services and General Administration Department

6.21 Audit Programme: Local Government and Rural
Development Department

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

Material Objects for Integration:

AO05 Grants Subsidies and Write Offs

Foraudit procedures refer to Section C, D and F of Gramfsd and Contribution Audit
Programme Steps elaborated in Execution FileAi¥l.

6.22 Audit ProgrammezFood Department

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

Material Objects for Integration:
AOQ7 Interest Payments
A09 Physical Assets
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Audit Procedure

Rule Ref

Done
By:

WP
Ref.

Acquisition and repayment of Loan.
1 Check whether loan was obtained with the appr
of the authority.

1 Checkwhether loan was entered itedger/ registe
to watch the progress of loan.

1 Check whether repayment of loan was m
promptly as soon as sale proceeds of wheat rec
in theaccount of Food department without any de
however incase of delayed payment, the amour
interest on delayed payment be work out.

1 Check whether rate of interest for each quarter d
notified by the authority was available and inter
worked out acordingly.

1 Check whether profit and loss account prepared
stocks equal to loan amount available with
department.

1 Check whether incidental charges worked
correctly and approved from the Finance departm

para 16 of Foog
Manual

para 19 & 23of
Food Manual

para 22 of Foog
Manual

para 22 of Foog
Manual

Receipt and utilization of Subsidy

1 Check whether amount of subsidy was received f
the government and used for repayment of |
timely.

1 Check if amount due of subsidy was not recei\
efforts were madedr grant of subsidy. Also ched
the effect of less receipt of subsidy amount.

Subsidy Policy
of relevant year

Non maintenance of Policy Files
1 Check whether sufficient arrangements
procurement of wheat were made well in time.

Observe the effect of wheat release policy.

1 Check whether wheat imported according to the
of the province.

I Check whether wheat stock not carried forwarde
abnormal quantity.

Wheat
Procurement
Policy of relevant
year

Wheat release
policy of relevant
year
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Audit Procedure

Rule Ref

Done
By:

WP
Ref.

Irregular sale and purchase of wheat
1 Check whether sale rate of wheat to other provir
was fixed after inclusion of incidental charges.

As per policy
announced by
Gouvt. for that year

Delay in payment of interest

1 Check whether amourttue against other province
was received well in time and in case of dela
payment by the provinces, interest was charged.

Non compliance of tendering process

1 Check whether tendering process for transportg
of wheat was in accordance with the muland
transparent.

1 Check whether progress of contract is being watg
and in case of failure of a contractor to fulfill t
contract, action was taken according to
transportation policy of the department.

1 Check the recoveries being made from thecttfs
which were imposed upon themhéxrk the perioc
since recoveries are pending.

Para 7 of
purchase manua

Transport policy
of that year

4.1 of PFR Vol. |

Non compliance of E & D process
9 Check the progress of compliance with E&D rules

E&D rule 1964

Scrutiny of Appendixes
1 Scrutinize appendixs for verification of balance
and excessive purchase of bardana.

1 Scrutinize appendix for verification of whea
issued to other provinces, flour mills and shortag
any.

Improper maintenance of Running Accounts
1 Checkthat department are preparing thier runn
accounts.

Lack of Monitoring System G.P5
1 Check that whether system for monitoring ¢
godowns exists and sufficient arrangements V
made to safeguard the wheat stock. Also check
damage in godowns.
Irregular Purchase of Wheat Rule 2.33 of
PFR Vol.|

1 Payment of wheat without physical existence.
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Audit Procedure

Rule Ref

Done
By:

WP
Ref.

Improper sale of Wheat
1 Check that wheat is not issued at lowates or
without payment

Wheat

policy
relevant

release
of
year

Inventory Mismanagement
1 Check that is there any engagement of tempg
chowkidars without requirement and in deviation
formula.

1 Checkthat wheat was issued to the flour mills af
deposit of the sale price. No issue can be n
without advance payment of cost of wheat.

1 Checkthat wheat to the flour mills in the district w
issued in accordance with the wheat release polig

1 Checkthat wheat issued to the other districts \
made in accordance with allocation made by
Food Deptt.

1 Checkthat acknowledgement in shape dP-@ from
the concerned quarter was received against iss
wheat as per GB.

1 Checkthat while issuing wheat to the flour mill
release permit of DFC was issued.

1 Scrutinize wheat purchase bills and comp
guantity purchased as in the GP 8 and gate
register.

1 Checkthat bardana was issued after obtaining
deposit and same was entered in the bardana
register.

1 Checkthat the call deposit of the farmers who
not return the bardana was forfeited.

1 Compare the balances of bardana and stock ar
of the pervious schemes brought forwarded to
next schemes.

1 Checkthat in case of issue of bardana and st
articles from one center to the another, the appr
of the DFC was obtained and also-Gas receivec
against the GI® of the same quantity.

1 Check the monthly goshwara of bardana and s

Wheat

policy
year

Wheat

policy
year

Wheat

policy
year

4.7(1)
Vol.l

4.7(1)
Vol.l

Rule 10
delegation

release
of that

release
of that

release

of that

of PFR

of PFR

& 11 of

of
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Audit Procedure Rule Ref DorPe WP
By: Ref.
i Fi ial P Rul
artlclesl 2310a6n0|a ower rRulg
1 Checkthat wheat was stored as per instructiong
the Department.
1 Checkthat issue of wheat was made according t0 1518 & 15.21 (4)
priorities fixed by theDeptt. of PFR Vol.l
9 Check that incase of bardana and stock artiq
declared as unserviceable, such declaration
made after obtaining sanction from the compe
authority.
1 Check that handing and taking over of bardana
stock articles was made with the newlystaal staff
at the PR center.
1 Check that items declared as unserviceable by
competent authority have been auctioned &
observing codal formalities.
Improper Book Keeping
1 Physical inspection in respect of the repair of
godowns if somay be made.
1 Godown clearance report i.e. 86 may be
checked.
6.23 Audit Programme-Finance Department
Audit Entity: Audit Period:
Date(s) Conducted:
Material Objects for Integration:
AO5 Grants Subsidies and Write offs
A04 EmployeeRetirement Benefits
Audit Procedure Rule Ref Dé)yr?e WP Ref.

Irregular procedure of Debt

1 Check if debt conforms to Article 79 o
Constitution and within limits prescribed |
Legislation

1 Check that all new loans have been reporte

APPM
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Audit Procedure

Rule Ref

Done
By:

WP Ref.

the State Bank

1 Checkthat policy directives of Finance Divisig
regarding debt limitation are being compli
with

1 Obtain a copy of monthly report received
EAD/MoF from project authorities (proje
directors and controlling ministries), providiy
detail on the receipand utilisation of externg
and domestic loans and compare with liabi
recognized in the accounts.

1 Check that immediately after a loan repaymer
made, SBP informed EAD/MoF of th
repayment, with a copy to AG office. A
relevant details of the repanent should bg
included in this advice, including following:

o loan identifier,

0 relevant account heads,

o date of repayment interest and principa

0 components of the repayment, in Rupe
as well as the relevant foreign currency

1 Check whether prior to authisation, EAD/MoF
has conducted a certification exerciseCtoeck
the accuracy of the following:

- repayment schedules of the loan agreement
- amount (principal and interest)

- payment of related fees and charges

. currency

- demand notice from the lead

- account heads to be used (principal, inter
related expenses),

and check against available budget (i.e. ¢

servicing budget)

1 Check that EAD/MoF shall authorise the St
Bank of Pakistan to make the repaymg
informing them of the relevauwketails.

1 Check that whether the scheduling of Ig
repayments is undertaken by EAD (in relation
external loans) and MoF (in relation to dome;
loans), in accordance with the schedy
provided in loan agreements.

1 Identify whether the debt is of the nature t
doesnot require repayment (eg. certainssas of
debt retirement scheme) and for such debeck

11.7.1.5

APPM
11.5.34

APPM
11.5.3.2

APPM
11.53.1

APPM
11.53.1

APPM
11.3.3.3

APPM
11.3.3.3

APPM
11.3.2.2
APPM
11.3.2.2

APPM
113.21&
11.3.2.3

APPM
11.3.1.2
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Audit Procedure Rule Ref Dé)yr?e WP Ref.

if it is recogniked in the liabilities or not athe
same are not considered liabilities, and shall| APPM

be ecorded as such 11.1.1.1
(External debt is managed by the Economic Affi APPM
Division.) 7.2.7.1

1 Obtained detailed rules and regulations issue
MoF, governing the administration of forei(
loans and check compliance of the same.

1 Identify whether external debt is obtainfdm
abroad and distinguish debt from grants rece
from overseas donors, if any.

1 Obtain procedures for domestic loans regulé
by Public Debt Act (1944) with supplementg
procedures set out in the Government Secur
Manual and check compliancetbke same.

1 Obtain specific rules and procedures determi
by Finance Division/Economic Affairs Divisio
and check compliance of the same

1 Obtain debt report produced by the AG office
DAO as the case may be. Debt rep@ee 1.3
and 1.3a of MERR) containg balances of th
various classes of public debt, and movement
those balances. This report shall be produce
accordance with the format laid down in t
Manual of External Reporting Requirements.

6.24 Audit Programme zHousing and Physical Planning,
Communication andworks, Irrigation and Power

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

Material Objects for Integration:
AO5 Grants Subsidies and Write offs
Al12 Civil Works

Refer to the guidelines issued for Directorate General Work Audit (Provincial) for
relevant audit programmes.
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6.25 Audit Programme-Home Department

Audit Entity: Audit Period:
Date(s) Conducted:
Material Objects for Integration:
A012 Regular Allowances
AO03 Operating Expenses
Audit Procedure Rule Ref Dorlle we
By: Ref.

Irregular expenditure on repair of building

1.Prioons Rule

1 Check uniform issue register

1 Check vouched account. 875 to 887
f Check rough cost estimate duly verified by S| Chapter 35
Public Works Department. Prison
 Check technical sanction to incur the expenditur¢ Buildings
1 Check administrative approval. 2.Police
 Check stock entries in case mirchase of building Pepartment
material. Rule 3.1 to
 Check measurement book. 3.14  Chapte
1 Check inspection certificate by head of off glules Polllgcg A
regarding satisfactory work. Vol-1
1 Check vouched account and detail of expendi
issued in case of deposit works obtained fi
Public Works Department.
Non recovery of cost of time expired uniform Rule 4.21 &
articles. 4.22 Chapte

\Y clothing

1 Check detail of offoad vehicles.

f Check stock register of sold unifor Police  Rule
(unserviceable) 1934 Vot SP
 Check recovery register. Tele letter No,
84092/E
dated 13-78.
Non condemnation of unserviceable govi FD letters No.
Vehicles/transfer to SP MT Punjab for auction. (AA)-11-4/67
1 Check Strength of vetles. dated 1705
1 Check list of vehicles available 1970, 2304
{ Check history sheet of vehicles 1971 and 14
04-1980
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Audit Procedure Rule Ref Dor.le wh

By: | Ref.
Non deposal of uaclaimed property Rule 134 &
f Check list/detail of unclaimedroperty approval o| 137 Chapte
dispose off by competent authority completion| XV of Police

formality. Order 2002

Non recovery of uniform, belt, boxes etc. from Chapter \Y]
official dismissed or left the service clothing Rule
1 Check attendance register. 354 of

1 Checkabsentee statement.

chapter IV Pb

' Check orders of dismissed. Police Rules
1 Check relieving of officer. Vol-I
Non deposit of training charges collected by SP M1 4.1 of PFR
Punjab from trainee drivers obtaining training in | Vol- |
police wefare driving schools into govt. Treasury.
1 Check receipt register.
1 Check attendance register of trainee drivers
1 Check rate of charges.
1 Check T.Cs.
Non deposit of sale of dry bread pieces into gov| IG(Prison)
Treasury letter No.
1 Check Sale register of dbread. Budget/25754
1 Check list of prisoners attested by {60 dt 1906
Superintendent jail. 2005
4.1 of PFR
Vol- |
Non utilization of agriculture land attached with | Rule 854
jails. Chapter 34

1 Check land register.
1 Check stock register.

Maintenance
of gardens of

1 Check contract file (if any). Jail Manual
Non auction of dry wood/ unserviceable stores g 15.215 PFR
jails. Vol -

1 Check stock register of condemned 4 15.18 of PFR
unserviceable articles. vol -

1 Check orders of competent authority.

Malkhana account.

1 Check thatevery officer in-charge of the statio| Rule 22.15 of
examine the propertyin accordance with the Ru| Police Ruls,
22.15 of Police Rules 1934. 1934

1 Check that ach weapon, or article of property r| Rule 2216 of
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Audit Procedure

Rule Ref

Done
By:

WP
Ref.

being cattle, seized der the provisions of Policg
Rules is marked or labeledh accordance with th
Rule 22.16 of Police Rules 1934.

1 Check that he officerin-chage of the police
stationexamines Government and other property
the storeroom in accordance with Rule 22.1&f
Police Rules, 1934.

1 Check thatlte head of the Legal Branciwith the
help of his assistants, maintaithe registersas
specified in Rule 27.11 of Police Rules 1934 ;
Section 512 of Code of Criminal Procedure.

1 Check thaDeputy Superintendent glice (Legal)
with the assimnce of his stafftakes charge of
weapons, articles and property connected with
safe custody until the case is decidedlso check
that when final orders are passed in the case,
weans, articles and property arenot made ove
to the owner, arenade over to the District Nazar.

1 Check that he Deputy Supemiendent of police
(Legal) takescharge of, and be responsible for {
safe custody of suspicious property until the issu
the proclamation under section®af the Criminal
Procedure Code, when such property be made
to the District Nazar.

1 Check that oclaimed propeyt is dealt within
accordance with Rule 27.11(1) of Police Ru
1934.

1 Check that wapons, articles and property receiy
in connection with casearedealt withas per Ruleg
27.13(1) andRule 22.180f Police Rules 1934

Police Ruls,
1934

Rule 22.18 of
Police Rules,
1934

Rule 2711 of
Police Ruls,
1934 and
Section 512
Coce of
Criminal
Procedure
Rule 27.12.(1
of police
rule,1934

Section 523 off
the Criminal
Procedure
Code

Rule 27.11(1
of Police
Rules 1934

Rule 27.13.(1
of Police
Rules, 1934 &
Rule 22.18 of
police rule

Irregular expenditure under sub head investigation

cost

1 Check Cash book of imprest money provided
expenditure for investigation.

1 Check Road certificates showing inspection rej
of range disbursement of imprest money.

1 Check Inspection report of ramgauditors or

1. Rule2.8 of
PFR Vot
2. IG Punjab
letter No.
19279/F1 dt
2311-05.

3.IG  Punjab|
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Done | WP

Audit Procedure Rule Ref By: Ref.

investigation cost. standing orde

1 Check that whether cash book showing amourn No. 1/2005
imprest money, day to day expenditure &
recoupment of expenditure was maintained.

1 Check complete vouched account i.e Bills, ¢
memos, actual payee receipts, aegistration book
of hired vehicle/copy of national identity card
driver to whom payment was made.

1 Check stock entry of stationery, films etc purcha
was made.

1 Check Rates of expenditure for investigation
different crimes and procedures/ instrugsogiven
by Inspector General of Police Punjab vide stan
order No. 1/2005 and No. 19279/F7 dated 23.1
were observed.

6.26 Audit Programme zAgriculture Department

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

Material Objects for Integration:
AO03 Operating Expenses
A012 Pay of Other Staff

Done | WP

Audit Procedure By: Ref.

Recovery outstanding against pattadars

1 Check that theecoverydueis being affected or not.

1 Check that the land was auctioned after observing all co(
formalities.

1 Compare the treasury challans with the verified statement b
DAO.

1 Compare the quantity of the seeds &erdilizers sown with the are;
sown.

1 Compare the average yigb@r acre with the standard production
that area.

1 Check thatthe productiorand the sale of the agricultural produ
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. Done | WP
Audit Procedure By: Ref.
areat the competitive rates.
1 Checkthe demand and collection record and treasury challans.
Recovery oustanding against officials
1 Check the demand register and compare the demand tkat
receivedamount.
1 From the office order filecheck that theecoveries have been ma
and entered in demand register and S. Book
Audit points regarding audit of the universities.
1 Check that cut conversion material as per felling schedule
form-5 have been taken in forf sale depot register and stg
register timber formv.
1 See that the orderly allowance has been stopped emote.
1 Object the payment the medical allowance to the gazetted offic
1 See that all outstanding advances have been adjusted or not.
1 Pay is being disbursed as per rules of the Govt. of the Punjab.
i That the expenditure is being paadited or not.
Development schemes and projectsre not according to PCL1.
1 Check that operations are carried out and rates charged accor
provision of PCI.
6.27 Audit ProgrammezForest Department
Audit Entity: Audit Period:
Date(s) Conducted:
: Rule Done | WP
Audit Procedure Reference| By: Ref.
Recovery outstanding against contractors Sub para 24
f Check form 11, 252\6) P";tp\";“g‘f

1 Check with documentary evidence that the contrg Forest manua
had lifted the timber / material after the issue of w Vol
order but balance amount was not deposited

Confiscation of earnest money 2.33 of PFR
f Check Work Orders. Vol.l
2.2 of PFR
Vol.l

1 Check that earnest money has been confiscated

deposited in Government Treasury incase if
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Audit Procedure

Rule
Reference

Done
By:

WP
Ref.

contractor is found defaulter.

Supply of seeds/plantation without acknowledgement

1 Check Form 12.

1 Check that demand of seeds/plantation has
received on printed pad and with stamp of the hea
Educational Institute, specifying the blank area of
Education Institute. Check that the demand and i
are according to the area.

1 Check that Range flicer / SubDivisional Forest
Officer had obtained sanction from his high
competent officer before issue. (with reference to D
2006).

1 Check that proper acknowledgement of the total pl
or stumps issued are on record.

15.5 of PFR
Vol.l

Forestoffence cases not yet finalized
1 Check that all the forest offence cases have |
disposed off;
0 by compounding them and effecting recovery
0 by prosecution in the Court of Law (these ca
will be treated as not finalized till decision
court); or
0 loss sustained by less imposing of fine th
value of actual damage have been written
through approval of competent authority

71012 & 27
of (rule
No.3.8
chapter Il
misc) Forest
ManuaHlIl

Forest offence cases registered with Police

1 Check thatpolice authorities have offered the challz
to the respective courts.

1 Check that in how many cases, the challans coulc
be submitted in the Court of Law due to n
pursuance.

71012 & 27
rule 63
(chapter 1t
Misc) Forest
Manual IlI
2.4(1) of
Forest
Manual
vol.lll

Non Recording of plants, Seed / other sore articles

1 Check that plants, seed and other store items rec
from other ranges / Divisions have correctly b¢
accounted for in the relevant stock register.

15.4 of PFR
Vol.l

Timber / Firewood / given on Superdari not disposec
off

1 Check form no 17.

1 Point out nordeposal specifying the date since whe

is lying undisposed

3.20 (23) of
Forest
Manual Vol.
11
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. Rule Done | WP
Audit Procedure Reference| By: Ref.
Non Recording Timber Form 7 15.4(A)  of
1. Check that form 7 is complete in all respeats! point| PFR Vol
out if any of information is missing.
Deposit of Government Money realized from offendef 1560  of
/Non return of surplus and dismantled material to I'fgﬁj;l
store. Vol.lll
1 Check that all amount received from the offenders
has been timelgeposited and in full.
Un-authorized occupation of Forest area 24 (1) of
f Check cases of encroachments not reported earlier f|\c/|eraenSJa|
vol.l
Cut conversion material (timber and firewood) As  per
f Check that cut conversiomaterial has been taken Efc')"”rgmme
form-6, sale depot register and stock register tin g
form-7 as per felling schedule and fo#n
Forest operational Charges 2.33 of PFR
1 Check that rates applied for different forest opera vol.
have been charged@ording to Forest schedule raf
1974 and also check that whether the said oper
was provided in annual plan of operation.
Development schemes and projects not according | As per PGl
PC1.
1 Check that operations are carried out and rett@sged
according to provision of RC
6.28Audit Programme- Irrigation & Power Department
AUDIT ENTITY: AUDIT PERIOD:
Date (s) Conducted:
Audit Procedure (Auditable record, check list) Rule Reference DS;E \éveF;

Blockade of Government Revenue due to ner
finalization of Tawan cases
1 Check Receipts Register of Tawan Cases
1 Check case files of Tawan Cases.

Instructions issued by th
Chief Engineer, Irrigatior]
Works vide No.CE (IW)-

11446/ 55/ R/57/30 of 25
February,1952

Non-realization of abiana on supply of canal water
for use of non irrigation purposes

Section 36 of the Cana
and Drainage Act, 187
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Audit Procedure (Auditable record, check list)

Rule Reference

Done
by

WP
Ref

1 Check Demand & Collection Register wat

charges

Check Nagsha No.18

Check Treasury Challans

Check thamplementation of Canal and
Drainage Act, 1873.

T
T
T

andrules 11, 12 and 1
of the Canal and
Drainage Rules, 1873.

Non recovery of Abiana even on expiry of validity,
of court Stay Orders
1 Check Demand &ollection Register
(Malguzari) of abiana
1 Check files of the assesses along with stay ord
issued by the Courts

Clause 4A of Article 199
of the Constitution of the
Islamic  Republic  off
Pakistan read with th
Law Depa
Circular No0.A192989/
2059LR-IV  of 23d
August, 1989

Non/improper maintenance of records relating to
receipt accountsloss of substantial governmen
revenue

1 Check maintain of revenue record

1 Check Nagsha No. 5 & 18

Rule 11 to 13 of the
Canal Drainage Ruleg
1873.

Loss of possible government revenue due to ne
auction/non leasing of government properties

1 Property yield produce register

1 Cash Book

9 Receipts Book

Para No. 13,22 of th
Revenue Manuual

Non Tirealization of electricity duty on self
generation and consumption of electricity power
1 Check Demand & Collection Register of
Electricity Duty
9 Check treasury challans
1 Check relevant files of assesses.

Section 13 of the Weg
Pakistan Punjab Finang
Ordinance, 2001and rul
7 of the electricity duty
rules, 1964

Concealment of arrears of electricity duty
1 Check Demand & Collection Register of
Electricity Duty
1 Check relevant files of assesses
1 Check Treasury Challans

Section 14 of the Wes
PakistanElectricity Duty
Act 1964

Short Realization of electricity duty due to
application of incorrect rate
1 Check Demand & Collection Register of
Electricity Duty
1 Check treasury challans
i Check relevant files of assesses

Fifth schedule of the
West Pakistan Finance
Act 1964

Non-imposition of penalty on late deposit of
electricity duty
i Check Demand & Collection Register of
Electricity Duty
1 Check treasury challans

Rule 5 of the Wes
Pakistan Finance Acl
1964
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Audit Procedure (Auditable record, check list) Rule Reference DS;E \F/{V;

i Check relevant files of assesses
Blockage of electricity duty due to norpursuance | Clause 4A of Article 199
of stay orders issued byourt glérrl]eiccor‘;gtgg&?co“ tg}f

1 Check I_Demand & Collection Register of Pakistan read with th

Electricity Duty Law Depa

1 Check relevant files of assesses Circular No.A192989/

1 Check Treasury Challans 2059LR-IV  of 23d

f Check files of the assesses along with stay ord August, 1989

issued bythe Courts

Unadjusted balance of electricity duty with| Section 13 of the Wes
WAPDA Pakistan Finance Ad

1 Check Demand & Colleain Register of 1964

Electricity Duty

i Check relevant files of assesses

1 Check Treasury Challans
6.29 Audit Programme- Board of Revenue Department
AUDIT ENTITY: AUDIT PERIOD:
Date (s) Conducted:

Audit Procedure (Auditable record, check list) Rule Reference Dtc));e \IIQV;

Non-/short recovery of arrears of water rate

(Abiana)
1 CheckDemand & CollectiorRegister
(Malguzari) of abiana
1 CheckStatement 3&
1 Check Treasury Challans

Section 45 of the
Canal and Drainag
Act, 1873 read with
section 114 (d) o
the Land Revenu
Act, 1967

Non-recovery of abiana due to the nostarrying
forward of outstanding arrears.

1 CheckDemand & CollectiorRegister
(Malguzari) of abiana

i CheckStatement 3&

1 Check the implementation of Canal and

Drainage Act, 1873.

Section 36 of the
Canal and Drainag
Act, 1873

Noni accountal of demand of abiana in Khatauni
Malguzari

i CheckDemand & CollectiorRegister

(Malguzari) of abiana

Rule 67 of the
Canal and Drainag
Rules, 1873
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Audit Procedure (Auditable record, check list)

Rule Reference

Done
by

WP
Ref

1 CheckStatement 3&

Non-levy of ten per cent surcharge on late

payment of abiana

1 CheckDemand & CollectiorRegister
(Malguzari) of abiana

1 CheckStatemen83-C

1 Check Treasury Challans

Irrigation and
Power Departmen
Notification No SO
(Rev) 219/86 dateg
10" October 1993

Non-recovery of government dues after expiry of
stay orders

1 CheckDemand & CollectiorRegister
(Malguzari) of abiana

1 CheckStatemen83-C

1 Case files of the assesses along with stay|

orders issued by the Courts

Clause 4A of
Article 199 of the
Constitution of the
Islamic Republic of
Pakistan read wiitl
the Law
Depart men
Circular No.A1929
89/ 2059=LRIV of
239 August, 1989

Non-recovery of tawan from unauthorized
cultivators of state land
1 CheckDemand & CollectiorRegisterof
illicit cultivation of state land.

1 Check Treasury Challans

Section 28 of the
Colonization of
Government Lang
Act, 1912 read with
section 114 (d) o
the Land Revenu
Act 1967

Non/short-realization of mutation fee

1 Checkrecord of oral mutation fee.

1 Check Treasury Challans

1 Check the implementation of Land Reven
Act, 1967

Section 46 of the
Land Revenue Ac
1967, and Revenu

Department
Notification No.
1897%2004/1414

LR-I dated 29 June
2004

Non/short-realization of mutation fee on mortgage
and inheritance

1 Checkrecord of oral mutation fee.

1 Check Treasury Challans

Revenue
Department
Notification No.
18972004/1414

LR-1 of 29" June
2004

Short-realization of mutation fee due to irregular
transfer of urban land through oral mutation

1 Checkrecord of oral mutation fee

1 Check Treasury Challans

Sectionl7 of the
Registration Act 190§
& 54 of Transfer of
Property Act 1882
Board of Revenus
Punpgb memo No,
17142003/813ST-I

dated 28.07.2003

Non-Production of auditable record of Mutation

Article 12 & 14 d

the Auditor Genera|
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Audit Procedure (Auditable record, check list)

Rule Reference

Done
by

WP
Ref

fee and Capital ValueTax for the period 200708

Of Pakistan
(Function  Powerg
and terms &
Condition of
Services)
Ordinance, 2001

Non-short recovery of agricultural income tax

1 CheckDemand & CollectiorRegister
Agricultural Income Tax
1 Check Treasury Challans

Punjab Agricultural
Income Tax Rules
1997

Non irealization of Capital Value Tax on oral
mutation

1 Checkrecord of oral mutation

1 Check Treasury Challans

Circular No.2 of the
Central Board of
Revenue Islamabag
issued vide
No.F.4(1)TP/2006

CVT dated 1 July
2006

Short-realization of stamp duty & registration fee
due to under valuation ofassets.

Checkregistration BooK to Book-IV
Checkregistration fee Book

Check Treasury Challans

Check implementation of valuation table
issued by the District Collector

1 Check implementation of Stamp Act, 1899

=A =4 =4 =4

Article 23(b), 31(b)
and 33(b) of
scheduld to the
Stamp Act, 1899
and Section 2A of
the Act, ibid.

Non-realization of Capital Value Tax on transfer
of urban immovable properties.

1 Check registration Boekto BookV

1 Check Treasury Challans of Capital Value
Tax

1 Check implementation of Stamp Act, 1899

Circular No.2 of the
Central Board of
Revenue Islamabag
issued vide
No.F.4(1)TP/2006

CVT dated % July
2006

Short-realization of stamp duty & registration fee
on lease deeds.

1 Check registration Boekto BookIV

1 Check registration fee Book

1 Check Treaury Challans

1 Check implementation of Stamp Act, 189¢

Article  35(a)(iii),
(iv) & (c)(ii) of
Scheduld of the
Stamp Act, 189¢
and Section 78 0
Registration Act
1908.

Short-realization of stamp duty and registration
fee on mortgage and redemption deedslue to
application of incorrect rate.

1 Check registration Boekto BookIV

1 Check registration fee Book

1 Check Treasury Challans

1 Check implementation of Stamp Act, 1899

Board of Revenug
Notification No. 13
2004/3857(1) dated
10" Jan, 2004, an
Punjab Finance Act
2006
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Audit Procedure (Auditable record, check list) Rule Reference Dg;e YQV;
Short-realization of stamp duty and registration| Article 23(b), 31(b)
fee on conveyance deeds. and  33(b) of

q Check registration Bookto BookIV scheduld to the
1 Check registration fee Book Stamp Act, 1899
1 Check Treasury Challans
1 Check implementation of valuation table
issuedby the District Collector
i Check implementation of Stamp Act, 1899
Irregular registration of time bar document | Section23 of the
without charging fine. Registration  Act,
1 Check registration Bookto BookIV 1908 and Section 2
q Checkimplementation of Stamp Act, 1899| ©f the Act ibid.
Serious irregularity by using stamp papers in more Section 13 of the
than one document. Stamp Act, 1899
1 Check registration Boekto BookV
1 Check Treasury Challans
1 Checkimplementation of Stamp Act, 1899
Short-realization of stamp duty and registration| Section -2 (10) of
fee due to misclassification of deeds the Stamp Act, 189
q Check registration Boekto BookIV andarticle 23 to the
q Check registration fee Book schedule of Stam
1 Check Treasury Challans Act.
1 Checkimplementation of Stamp Act, 1899
Embezzlement of government revenue due to ng Table of fees giver
deposit of collected registration fee in the Registratior]
q Check registration Bookto Book IV Act 1908 and rule
q Checkregistration fee Book 7(1) of Subsidiary
q Check Treasury Challans Treasury Rules.
1 Check implementation of Stamp Act, 1899
6.30 Audit Programme- Excise & Taxation Department
AUDIT ENTITY: AUDIT PERIOD:
Date (s) Conducted:
Audit Procedure (Auditable record, check list) Rule Reference Dt());e \I/?V;

Property Tax was lying unrecovered from state owned
organizations
1 Check Survey Register

1 Check PTI

Section 3(2) of the
Punjab Urbarn
Immovable Property

Tax Act, 1958 reaq
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Audit Procedure (Auditable record, check list)

Rule Reference

Done
by

WP
Ref

T
T

Check Demand & Collection Register (BT
Register)

Check the implementation of provisions of
The Punjab Urban Immoveable Property 1
Act, 1958.

with section 4(a
and (b) ofthe Act

T
T

NonT recovery of arrears of Property Tax

Check Demand & Collection Register (BT
Register)
Check the implementation of provisions of
The Punjab Urban Immoveable Property 1
Act, 1958

Section 16 of thg
Punjab Urban
Immovable Property
Tax Act, 1958 read
with rule 19 of the
Punjab Urban
Immovable Property
Tax Rules, 1958

)l
1

Failure to recover property tax due to norcarrying
forward of arrears

Check Demand & Collection Register (BT
Register)
Check the implementation of provisions of
the Punjab Urban Immoveable Property Ta
Act, 1958

Rule 15 of The
Punjab Urban
Immovable Property
Tax Rules, 1958.

Failure to recover property tax due to grant of in
admissible exemption

of the
Urban

Section4
Punjab

1 Check Survey Register Immovable Property
q Check PTI Tax Act, 1958
1 Relevant case files of assesses
1 CheckDemand & Collection Register (Pg
Register)
1 Check the implementation of provisions of
the Punjab Urban Immoveable Property T
Act, 1958.
Failure to recover property tax due to non | Section3 of the
consoldation of property units Punjab Urban
1 Check Survey Register Immovable Property
1 Check PTH TaxAct, 1958
1 Check Demand & Collection Register BT
Register)
1 Check the implementation of provisions of

the Punjab Urban Immoveable Property T
Act, 1958.

error
1
1
1

1

Failure to recover property tax due to computational

Check Survey Register

Check PH

Check Demand & Collection Register BT
Register)

Check the implementation of provisions of

Section 3 of the
Punjab Urban
Immovable Property
Tax Act, 1958 reaq
with rule 5 & 15 of
the Punjab Urbat

Immovable Property
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Audit Procedure (Auditable record, check list)

Rule Reference

Done
by

WP
Ref

the Punjab Urban Immoveable Property T
Act/Rules, 1958.

Tax Rules, 1958

Non-realization of arrears of property tax relating to 5
marla houses

1 Check Survey Register

1 Check P

1 CheckDemand & Collection Register (Pa
Register)

1 Check therinplementation of provisions of
the Punjab Urban Immoveable Property T
Act, 1958.

Section 4 (i) of
Punjab Urban
Immovable Property
Tax Act 1958 as
amended  throug
Finance Act, 2005

Non-recovery of property tax due from Cantonment
Boards
1 Check thernplementation of provisions dfi¢
Punjab Urban Immoveable Property Tax Act, 19

Section3-A of the
Punjab Urban
Immovable Property
Tax Act, 1958, reaq
with the Presidentia

order No.13 of 1979.

Non-Recovery of property tax after expiry of stay| Clause 4A  of
orders Article 199 of the
1 Check PTI Constitution of
T Check Demand & Collection Register 8T | Islamic Republic of
Register) Pakistan read witl
1 Case files of the assesses along with stay| L @ w Depa
orders issued by the Courts letter No.1929
T Check the implementation of provisions off 89/2059LR. IV of
The Punjab Urbatmmoveable Property Ta| 23 August 1989
Act, 1958.
Non-realization of Professional Tax Provisions of the
1 Check Demand & Collection Resterof Punjab Finance Act

professional tax

Case files of the assesses

Checkthe implementation of provisions of
the Punjab Finance Act, 1977 and the Pur
Professions and Trade Tax Rules, 1977

T
T

1977 and the Punja
Professions an
Trade Tax Rules
1977

Non-recovery of Motor Vehicle Tax (Token tax)

1 Check Demand & Collection Registair
Motor Vehicle Tax
Case files of the vehicles
Checkthe implementation of provisions of
the Motor Vehicle Taxation Act, 1958 read
with section 34 &35 of The Motor Vehicle
Ordinance, 1965

T
T

Section 3 of the
Motor Vehicle
Taxation Act, 1958
read with section 34
& 35 of The Motor
Vehicle Ordinance
1965

Non-realization of Cotton Fee

i Check Demand & Collection Registair
Cotton Fee
il Fortnightly Return®f Cotton Ginners

Rule 25 of the
Cotton Control
Rules, 1966
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Audit Procedure (Auditable record, check list) Rule Reference Dg;e \g;
1 Case files of the assesses
i Checkthe implementation of provisiorus
the Cotton Control Rules, 1966
Non-realization of Hotel Tax Hotel Tax Rules,
1 Check Demand & Collection Register of 1964
Hotel Tax
1 Monthly Returns of Hotel Tax
1 Case files of the assesses
i Check the implementation of provisions of
the Hotel Tax Rules, 1964
Short Realization property tax due to| Rule 5 (2) of the
incorrect/miscalculation Punjab Urban
1 Check Pl Register Immovable Property
1 Check Demand & CollectioRegister (PT8 | Tax Rules, 1958
Register)
1 Check the implementation of provisions of
the Punjab Urban Immoveable Property T
Act/Rules, 1958.
6.31 Audit ProgrammezTransportation Department
Audit Entity: Audit Period:
Date(s) Conducted:
Audit Procedure (Auditable record, check list) Rule Reference Dl());e \év;

Non-realization of route permits renewal fee

1 CheckDemand & CollectiorRegisterof
route permit
Check the record of adhesigamps

1
1 Checkcase files of rout permits.

Section 34 (1) (b) an
Section 60 of the Moto
Vehicles Ordinance 1965
read with rules 64 (2), 8
and 91 of the Moto
Vehicles Rules, 1969

Non-realization of renewal fee from bus stands

1 CheckDemand &CollectionRegisterof
Bus Stands

1 Check Treasury Challans

i Checkcase files of C & D class Bus
Stands.

Rule 253 of the Moto
Vehicles Rules, 196
read with Notification
No. SORTF1/9-2/96
dated 22 July, 1996

Non-realization of renewal
forwarding agencies
i CheckDemand & CollectiorRegisterof
Goods Forwarding Agencies

Check Treasury Challans

fee from goods

1
1 Checkcase files of Goods Forwarded

Rule 254 of the Moto
Vehicles Rules, 1969
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Audit Procedure (Auditable record, check list)

Rule Reference

Done
by

WP
Ref

Agencies.

Loss of Government Revenue due to issuance
illegal NOC of expired rout permits

1 CheckDemand & CollectiorRegisterof
route permit

1 Check the record of adhesive stamps

1 Checkcase files of rout permits

Section 34(1) (b) an
section 60 of the motag
Vehicles  Ordinance
1965 read with rule
64(2), rules 85 anclle
91 of the Motor
Vehicles Rules, 1969

Non-realization of license fee from bus body
building workshops

1 CheckDemand & CollectiorRegisterof
Bus Body Builders
Check Treasury Challans
Checkrelevant case files of Bus Body
Builders.

)l
)l

Rules 197 of thévlotor
vehicles Rules, 196
read with Transpor
Depart ment

notification No SOTR
1/9-2/1996 of 224 July,
1996

Countless Loss of Government Revenueué to
unlawful cancellation of expired route permits

1 CheckDemand & CollectiorRegisterof
route permit

1 Check the record of adhesive stamps

1 Checkcase files of rout permits

Section 34 (1) (b) an
Section 60 of the
Motor Vehicles
Ordinance, 1965 rea
with rules 64 (2), 85
and 91 of the Moto

Vehicles Rules, 1969
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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 and Repiorg of audit conclusions

Evaluation of Audit Findings/Results

By the end of the fieldwork stage, the auditors will have completed their audit
progranmes and documented the results of their work. Part of this warkld 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. FitBe auditor reaches a conclusion on the results of
each test. Next, the auditor reacheaclusion on each component. Finally, the auditor
reaches a conclusion on thmancial Statementss a whole.

The optimum mix of tests of internal controls, analytical procedaméssubstantive tests
of detailfor one specifid=zinancial Auditor Compliancewith Authority objective for one
component may be totally differefitom anotheobjective or componenppendix Dof
FAM provides a nottechnical discussion on the theory behind the overall error
evaluation process how the auditor can comi@rdifferent sources of assurance to reach
an overall conclusion on tlf&nancial Statements

Reporting of Audit Conclusion

The aiditor normallyissues

1 A formal opinion or a disclaimer dAnancial Statementnd
1 Long form repor containing auditorsobservations resulting frol@ompliance
with Authority Audit and Performance édit.

The audit report isissued bythe external auditor as a result ah external audit or
evaluation performed on a | egal entity or
report is subsequently providedttee auditee orgarasionin order to enabléhe uses to

make decisions based on the results of the audit.
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Whate\er the audit type, the same considerations apply:

Audit reports should be easy for entity management to read énidefear);

The Audit repors will be read by Parliamentarians, the media and the public and
should be written with a minimal technicalrt@nology and not assunyg a prior
understanding of the detailed business of the entity;

1 The contents of thaudit report should focus only on material and significant
matters;

Any conclusions and recommendations should be useful; and

All audit observatioa should be fully supported by reliable and sufficient
evidence.
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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 additibe,auditor needs to identify any
weaknesses in internal controls, any errors and/or irregularities, and poteskgabmr
exposures of the orgaaison and issue recommendations accordingly.

It is critical that the audit team works diligently throufgrms and schedules in the
Evaluation and Reporting section thie Audit Working Papes Kit since it provides the
documentation that supports the Audi®@e ner al ' s opi niFmanciabn t he
Statementsind compliance with government rules and retifuia.

The audit team leader wiinsurethat each form is signed ofieviewed and approved by
an appropriate official before it is considered complete.

It needs to be highlighted that the audit strategy and methodology recommended under
FAM provide for continued quality assurance through all the phases of audit. While
reviewing the reporting phase, the functionaries entrusted with the quality assurance of
audit should ensure that the various steps recommended in theSaidelines and
respective formsggiven in the Audit Working Paper Kihave beenfollowed in all
respects.

The following tools are provided tensurethe quality of the auditgr opinion on the
Financial Statemenndtheir audit reports

a. Management representation letters;
b. Audit completion checklist

c. Memoranda recommendirsggnature and
d. Quality assurance checklist

These documents and the diligent performance of quality assyvmeotslures given in
section 15 of FAM helCheckthatthe DAGP has the audit evidence that it regsijrand
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that the AuditotGeneral is signing the most appropriate opinion and approving the
Compliance withAuthority report based on valid audit findings.

A formal process, governing how audit observations are developed, cleared and reported
in the most ppropriate reporting styl&€hecls quality. This process hel@heckthat the
contents of the report are correct, and that the findings, conclusions and recommendations
contained in the report are easily understood and appreciated by the readers of the
reports.

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

To facilitatethe auditors understanding of the reporting process, the Reporting Cycle of
the Provincial Works Audit is given below

Reporting Cycle of Compliance with Authority Audit

Development of Draft Audit Report (DAR)
Departmental Accounts Committee (DAC) meeting
Quiality assurance review at DAGP

Audit report issued tthe Governor

Public Accounts Committee (PAC) Meeting

agrwnE

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

i) The reorting cycle begins by issuingbservations Statements (OS) durfraid
work.

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

iii) Management response is obtained on the AIR.

iv) Draft Audit Report (DAR) is prepardaly incorporating manageent response on
the AlRs.

v) Internal Quality Control Checks are performag supervisordo ensurethat the
information given in the DAR is complete, relevant and supported with audit
evidence.

vi) The DAR is issued tohe PAOs for Departmental Accounts Comreét(DAC)
meeting.

vii) The Paras finalied for Audit Report are retained in th&R section while those
which cannot find a place inthe Audit Reportaresent back tahe concerned IR
sectiors. TheseParasarecompiled and issued as MFDAC Hhe IR sections fo
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further pursuance. The MFDA®G compiled and issued oa yearly basis to
respective 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 ¢dhe DAC minutes.

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

v) Final Audit Report is preparduly consolidating the Audit reports of &AO, and
incorporatingGrants Analysis of alconcerned departmentad 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 frameworkChecls that the work is performed efficiently anfleetively as
possible and complies witNNTOSAI Auditing Standards.

Audit report issued t&overnor

Under Article 171 of the Constitutipneports of the AuditeGeneralof Pakistan
relating to theaccounts of provincshall be submitted to the Governatio shall
cause them to be laid before the Provincial Assembly.

Public Accounts Committee (PAC) Meeting

i) The AGP supports the PAC for appropriate action against the paras included in
the Audit Report.

i) The PAC accordingly disposes of the audit paragglyyng necessary directives
to the executives/PAOSs.

7.3 Documentation in Evaluation and Reporting Phase

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

Internal Control Weaknessedmpact Analysis

Analytical Procedure Thresholds

Evaluation of Analytical Procedurés

Evaluation of Internal Control Deviatioris

Substantive Tests EvaluatierProjectable Errors from Sample
Substantive Tests EvaluatierNon-Projectable Errors
Substantive Tests EvaluatiefSummay

= =4 =4 _-8_48_9_-9
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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
Auditor’”s Opinion
Follow-up Continuity Schedule

Quality Assurance Checklist

=4 =4 =48 -4_8_9_9_°5_2°_2._-2-

Note: These forms recommended under FAM and Audit Working B&geessentially
meet the requirements of Certification Auditowever, some ofhese forms
marked with asterisks (*an also be used for Compliance with Authority Audi

The following paragraphs contain specific guidance for using the forms given for the
EvaluationPhasen the Audit Working PapsiKit.

7.4 Internal Control Weaknesseg Impact Analysis

This form tracks the disposalf internal control weaknesses identifiatl the timeof

applying ICQsduring the performancef audit Each control weakness should be noted.

Each weakness indicatevhether the entity managemen agr ees with the
assessment of the weakness, and whether the weakness is so significant that it affects the
audit plan and will require additional unplanned audit work to be performed.

7.5 Analytical Procedure Thresholds

Analytical procedures work by comparing an actual value fronFiha&ncial Statements

with a baseline value (normally the comparative figures of previous audit year is used as
baseline value). If the difference between the actual value and the baskienexaeeds

a certain threshold, then the analytical procedure has not provided the required assurance,
and additional audit work may be required.

This form is used to calculate the thresholds that the auditor should apply to each

analytical review procade 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 describeldbee used, its observed
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value and the baseline value, and a comparison of the difference with the threshold
calculated on the Analytical Procedure Thresholds form.

If the difference exceeds the threshold value, the auditor will obtain an explanation from
entity management which will be recorded o
comments. The auditor will decide whether the explanation of the difference is
acceptable If the difference warrants a-essessment of audit risk, reduced reliance on
analytical procedures or an increasesubstantive tests of detailp, & audi t or’
is recorded on this form.

s dec

Note SeeAppendix E of FAM for a full discussion of Artadgl Procedures.

7.7 Evaluation of Internal Control Deviations

Using the data fronthe numberof control deviations found ithe Internal Control

Deviations forms, the auditor follows the steps in this form to determine whether the

control deviations lehto a conclusion thahesemay be relied upon or whether the

deviations warrant a tassessment of control risk, reduced reliance on controls or an

increase in substantive tests of detdilhhe audi t or’ s deci sion i s re

7.8 Substantive Tests Evaluation z Projectable Errors from
Sample

The auditor enters each projectable error from the Substantive Test Sample Summary
form, separating overstatements and understatements, following thdystep
instructions provided on the reverse daf form.

7.9 Substantive Tests Evaluatiorg Non-Projectable Errors

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

7.10 Substantive Tests Evaluatiorx Summary

The auditor uses this form to calculate the figures of most likeby €MLE) and upper
error limit (UEL) for over and undesstatements based on the evaluations of sample
results for Projectable and Ngmojectable errors from the preceding two forms. This is
done by carefully following the stepy-step procedures included in the form.

The MLE & UEL are then compadewith 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.
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7.11 Achieved Level of Assurance Form

The Audit Plan was based onthedi t or team’s estimation of
could be achieved with respect to Inherent Risk, Control Risk, Analytical Reanew
Substantive Test of Detdsee Source of Assurance Form) in arriving at the desired level

of acceptable risk for thisudit.

While the assessments should be made for eanhncial Audit objective and
Compliance withAuthority Audit objective for each component, the form permits the
auditor to list more than onguchspecific objective and/or component 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, specifimancal Audit objective and related
Compliance withAuthority Audit objective on his/her Source of Assurance form.

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

7.12 Error in Each Component

Before evaluating error in tHéinancial Statements a wholethe auditor uses this form
to evaluate the error in each componértte auditoy following the directions on the
form, completes one form feeach component being audited.

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

7.13 Overall Error in Financial Statements

This formis designed to summae errors in théinancial Statementsfirst 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 ttedl ove
most likely errors in assets, liabilities, receipts/revenues, expenditures, equity and
opening residual equitgulminating with a Summary of Most Likely Errors

7.14 ComplianceWith-Authority Violations

This form is used to capture inforn@ti on eak violation of acompliance requirement.

For example, an entity may have reported wsgending 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 compie violations, would be evaluated using this form.
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7.15 Checklist of Management Representation Letter

During the course of the audit, entity management will have provided the auditors with
financial and many other pieces of information, both verbally and in writing, which the
auditors will have relied on during the audit. The audit team should draft agdarent
Representation Letter that the entity management will sign to acknowledge in writing
their responsibility for the completeness and accuracy dfitiencial Statementnd for

all other representations made to the auditors.

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

7.16 Sample Management Representation Letter

This form provides the audit team with sample étter to use as a starting point in

obtaining a Management Representation Letter for their particular alid. letter is a

very important component of the audit as it clearly establishes that management is
responsible for thé&inancial Statementgresented to the auditors and for altlididnal

i nformati on provided by them. It wi || hel
importance of the audit, and their participation in it.

7.17 Audit Completion Checklist

Before the AuditoiGeneral or other delegated DAGP official signs the finaltaegort

for presentation tthe Parliament, they must be satisfied that the audit team has diligently
carried out a proper audit. This checklist will be completed and signed by the Director
Generalof the particular audit to confirm that the audit haeficonducted 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 aboutFireancial Statementsr auditfindings. 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.

7.19! OAEOI 060 |/ PETET 1

Based on the work of the audit team, the Aud@@neralprepares audit reports, which
al so contain the Auditor’s Opinion. The audi
believes is appropriate in the circumstances.

Chapter 12 of FAM provides extensive discussmnthe Audit Report. All auditors
shouldbe familiar with the concepts presented in this chapter since all the audit work
they perform culminates in the Audit Report.
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The Audit Working Papers provide examples of the different standard audit reports:
Unqualified Audit Opinion; Qualified Audit Qpion — Scope Limitation; Qualified Audit
Opinion-Departure from Government’'s Acceunting |
Uncertainty; Qualified Audit Opinion- Inappropriate Accounting 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 government policies are not being followed so that corrective action can
be taken ad improvements can be made. It is likely that many audits will result in
Quialified, Adverse or Disclaimed opinions during the first years of applying the new
audit paradigmas it will take the audit entities some time to bring their accounting
practicedully up to the new standards.

7.20 Follow up Continuity Schedule

Follow up is an integral part of the audit 1
unless any errors or deficiencies identified dgrithe audit have been correctly

addressed. Bh the DAGP and the Public Accounts Committee (PAC) shahlelck that

the entity officials take action to correct all errors fourmhd deal with allthe
recommendations made.

The entity officials themselves are responsible for ensuring that teancial
Statements and that their internal control structures are operating as efficiently and
effectively as possible. They should be encouraged to view the auditor as an ally in this
endeavour and should actively work with the auditor to address acgrs.

To achieve these objectives, there should be a formal follow up of Regylarity

Audit. All observations, conclusions and recommendations should be pursued and
reported until they are satisfactorily dealt with, or until circumstances haveedrtiem

no longer relevant

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

1 Corrected errors identified during the audit; and
1 Implemented recommendationsmde by the auditors.

The errors identified during the financial audit could include:

1 Monetary errors or related compliance with authority violations that led to a
reservation in the auditor’”s opinion (a q
and

1 Other monetary errors and compliance with authority violations.
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Recommendations made by the auditor can relate to:

Reservations being expressed in the audit report;

Comments on the form and content of Bmeancial Statements

Comments on the accountipglicies used to prepare tRéancial Statements
Compliance with authority violations;

Internal control weaknesses; and

Performance (valutor-money) matters.

= =4 =4 -8 -8 -9

Audits frequently identify situations that require folkayg in the following years. For
exampe, ontrol failuresin 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
werehanied in the current year’s audit and whe
years is required.

Note PleaseefertoClapterl 4 A Audit Fol |l ow anphesubjdct FAM f or

7.21 Quality Assurance Checklist

Just astheaudi tors are concerned wit lirinatciale qual i
Statementsthey mustheckthe highest quality of their own waqrit they are to earn and

keep their professional credibility. Consequently, quality assurance procedures are
implemerted through comprehensive working papers and-sftgithroughout the audit.

At the conclusion of auditan appropriate official should review the audit fileh@ck

the audit team has fulfilled all the requirements of a quality audit.

It is emphasied that the primary purpose of this pasidit review is to encourage

continuous improvement in the quality ¢ie DAGP’ s wor k. The revi e\
intended to praise or criticize the work of the audit team or individual auditors. In this

spirit, those beingeviewed 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 discussed in the Planning Chapter at 5.31, in case of centrally led audit, thbesawi
division of responsibilities between the central team faeld audit teams of the same
directorate or othatirectorats.

In centrally led certification audit of the provincial governmeémancial Statementshe
following (Evaluation &Reporting Phase) forms of the Audit Working Papers Kit shall
not apply during the certification audit work of the Directorate General of Audit Works
Provincial:




1 Overall Error in Financial Statements
1 Memorandum Supporting Signature
T Auditor’s Opinion
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KEY TASKS AND RESPONSIBILITIES

8.1 Introduction

With the up gradation of the sectoral Guidelines it was felt that key tasks, revised roles
and responsibilities need to be assigned for effective and structured im{zeamenf
these Guidelines. This section of the Guidelines specifies key Tasks and Responsibilities
of various functionaries in a Field Audit Office (FAO) involved in performing audit
related tasks during the course of the audit cycle. Main areas for Whici asks 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 end of this section is to
provide the functionaries with an overview of their roles and responsibilities in the Audit
Cycle. Moreover this will also serve as a monitoring tool and will facilitat®easuring

the performance of the personnel involved in various phases of audit.

8.2 Assigning Roles and Responsibilities

These Key Tasks and Responsibilities have been developed for the four standard tiers of
functionaries in an FAO. They are Audit @#r/Assistant Director, Deputy Director,
Director and Director Generdt.is recommended that functionaries below this level may

not be involved in the auditing processes. However, in cases where the DG of an FAO
considers appropriate, he may assign tegponsibilities 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 offidtee head of the office will be
required o assign the key tasks and responsibilities appropriately.

The Director General will be required to assign specific responsibilities to all the officers
in the FAOs for each audit and the performance of officers can then be monitored
accordingly.
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For High Profile Audits and studies of public significance, the DG may like to raise the
level of the audit team by substituting Audit Officers/Assistant Director with Deputy
Directors and Directors. The roles and responsibilities which are specified in tis sec
pertain only to the Audit Cycle. For other functions like clerical record keeping,
administration, budgeting etc, the existing job descriptions available in the FAO should
be used for defining the key tasks in each area.

8.3 Key Tasks and Responsibés: Permanent File

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

Developing and Updatin
the control sheePF

4.5 Updating Status of Entit P R
Form/information.
4.6 Gathering and updatin P S R

financial & Operationa
background Information.

Documenting the P SR
Background Information
4.7 Listing all the possiblé P R

Auditable Locations

4.8 Listings of names addres P R
and account no of all Ban
Accounts inthe name of

Entity.
4.9 Documentation an P R
Listing Authorized
Signatories.
4.10 Listing External Factor P R

related to performance (
the operational activitie
of an auditee.

411 Listing the accounting P R
records maintained by th
auditee.
Development of a brie P R
description of the
accounting system used |
the auditee.
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4.12 Listing Key Contacts. P SR

4.13 Listing Significant Audit P SR A
Areas.
Updatingdetermination of P R
components.
4.14 Listing Significant P R
Accounting Policies.
Update and review d P R
Significant ~ Accounting
policies.

Review and Sign Off o R A
all the forms within the
Permanent File.

8.4 Key Tasks andResponsibilities: Audit Planning Phag

RESPONSIBILITIES

Guideline TASKS AO/Assistant | Deputy | Director | Director
reference ) )

Director Director General
Determining Audit P
objectives and scope.

5.5

Listing/ Updating Points
for attention at nexaudit.

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 TouProgram.

5.11

Pursuing Informatior]
requested from entit
officials.

5.12

Preparing Materiality
assessment form

5.13

Computing Expecte(
aggregate  error  an

planned precision form.
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RESPONSIBILITIES

Guideline AO/Assistant | Deputy | Director | Director
reference ) )
Director Director General
P R

5.14 Preparing  Audit  risK
assessmeriibrm.

5.15 Preparing Inherent ris P R
assessment form.

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

5.17 Documentation of th¢ P R
internal control
questionnaire — general
computer controls.

5.18 Documenting Interna P R
control questionnaire —
application controls.

5.19 Developing Control risk P R
assessment form.

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

5.21 Documenting Source ¢ P R
audit assurance form.

5.22 Listing all applicable laws P S R
and regulations.

5.23 Documenting anc P S R
Updating Sample selectic
checkilist.

5.24 Preparing High value iter P R
selectionform.

5.25 Preparing Key item P R
selection form.

5.26 Computing Sample sizin P R
for tests of interna
control.

5.27 Calculating Sample siz P R
for substantive tests (
details.
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RESPONSIBILITIES

reference ) )
Director Director General

5.28 Documenting Checklist o P R

accounting estimates to |

reviewed.
5.29 Recording Points fo P S R

attention at next audit.
5.30 Documenting Audit P R A

planning checklist.

8.5 Key Tasks and Responsibilities:Audit ExecutionPhase

reference

Documenting Summary ¢
Analytical Review
Procedures Performed.

RESPONSIBILITIES

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

6.5

Documenting Details o
Analytical Review
Procedure®erformed.

6.6

Documenting Interna
Control Questionnaires.

6.7

Documenting Interna
Control Deviations Form.

6.8

Preparing Internal Contrg
Deviations Summary.

6.9

Preparing Complianc
Summary.

6.10

Documenting Substantiv
Tests of  Accounting
Estimates.

6.11

Identifying and listing
Errors in  Accounting
Estimates.

6.12

Documenting Substantiv
Test Sample Summary f(
each Audit Program.
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6.13 PreparingSubstantive Tes P R
of High Value/Key Items
—Summary.

6.14 Documenting Details o P R

Errors in Samples, Hig
Value Items and Key

Items.

6.15 Conducting Exit P S
Interviews.

6.16 Updation of Audit Steps P R S

given in the Audit
Programmes, if needed.

6.16 Execution of Audit Step P P-S SR
as per the Audit Program
Ascertaining Execution o P P-S S

relevant Audit Programs

8.6 Key Tasks and Responsibilities Audit Evaluation &
Reporting Phase

RESPONSIBILITIES

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

Documenting Interna
Control Weaknesses—
Impact Analysis.

7.5

Calculating Analytical
Procedure Thresholds.

7.6

Documenting Evaluatiol
of Analytical Procedures.

7.7

Evaluating Interna
Control Deviations.

7.8

Conducting  Substantiv,
Tests Evaluation -
Projectable Errors fron
Sample.

7.9

Documenting Substantiv
Tests Evaluation- Non-
Projectable Errors.

SR

7.10

Calculating  Substantiv

Tests Evaluation

SR
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Guideline RESPONSIBILITIES
TASKS AO/Assistant | Deputy | Director | Director
reference ) )
Director Director General

Summary.

7.11

Documenting  Achieve(
Level of Assurance Form

7.12

Evaluating Error in Eacl
Component

7.13

Summarizing and
preparing Overall Error if
Financial Statements

7.14

Documenting
ComplianceWith-
Authority Violations

7.15

Drafting  Checklist  of
Management
Representation Letter

7.16

Obtaining Managemen
Representation Letter

7.17

Documenting Audit
Completion Checklist

7.18

Memorandum Supportin|
Signature

7.19

Recommendi n ¢
Opinion

R-A

7.20

Following up the
Continuity Schedule

R-S

7.21

Reviewing the Quality
Assurance Checklist
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8.7 Key Tasks and Responsibilities Audit Quality Assurance

Guideline RESPONSIBILITIES
reference TASKS AO/Assistant | Deputy Director | 2irector
Director Director General

Planning

5.3 Review that Planning R S
has been carried out i
per the recommende
planning process.

FAM 15.3.6 | Assigning Appropriate P R
staff, required strengt
and skill set of the aud
team.

FAM 15.3.7 | Preparation, revisiol P R A
and approval of thi
Audit Budget.

5.30 Ensuring that audi P R
programs are in place
required in Audit Policy

Checklist.
Execution

5.8 Ensuring revision of thi P R A
planning decisions, i
required.
Supervision  of  all P R-S
phases of execution :
per the tasks assigned
“key tasks
execution
To ensure review 0 P R S
audit working pape|
files.

6.16 To ensure executin P R S

audit steps as per tt
Audit Programs.
Ensuring reporting an| P R-S
monitoring of audit
activities with referenc
to “execut.i
Evaluation & Reporting
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7.3

To ensure detaile
review and approval ©
monetary errors|
compliance with
authority

Violations and interna
control deviations
found.

R-S

A

7.15,7.16,7.18

Ensuring tools for the

audi tor S
statements are used.

7.17

Ensuring
Documentation of Audi
Completion Checklist.

7.21

Reviewing the Quality

Assurance Checklist. *

*The Comprehensive Quality Assurance Checklist present in the Audit Working Papers Kit covers all the
phases of audit. This checkilist is the master guide for assuring the quality of audit processes throughout th

auditcycle.
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APPENDIX

AUDITOR-GENERAL OF PAKISTAN

PERMANENT FILE
Permanent File Index/Checklist

Main Supporting . .
Reference| Schealules Done by: Date:
PF Update Control Sheet
PFI Status of 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 Accounting Syste
PFVIII Key Contacts
PFIX Significant Audit Areas
PFX Significant Accounting Policies

Supporting Documents List
Corporate Plan (Mission, Vision, Objective
Financial Rules/Laws & Regulations/Servi
Rules

Organization Chart

Accounting Policies

Chart Of Accounts

Environmental laws and regulations
Long-term contracts/and leases

Loan  agreements, mortgages, d
instruments

Amortization schedules of major assets
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AUDITOR -GENERAL OF PAKISTAN FormniPF
PERMANENT FILE

UPDATE CONTROL SHEET

Name of EntityOrganisation: ForestDepartmentGovernment of the Punjab

Original file prepared by: Mr. Amir Fayaz Deputy Director
Date: 15.04.2009

File updated by: Date: 15.2.2010

File updated by: Date:

File updated by: Date:

File updated by: Date:

File updated by: Date:

File updated by: Date:

File updated by: Date:

File updated by: Date:

File updated by: Date:
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AUDITOR -GENERAL OF PAKISTAN
PERMANENT FILE

FOREST DEPARTMENT GOVERNMENT OF THE PUNJAB
STATUS OF ENTITY

Principal Address:

Secretary,

Floristries Wild Life and Fisheries Department
Poonch House,

Lahore.

Status of the Eity:
Government Department (Provincial)

Inte-Governmental Relationship:
Department of province of Punjab

Form PF-I
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AUDITOR -GENERAL OF PAKISTAN Form PF-II
PERMANENT FILE

FOREST DEPARTMENT GOVERNMENT OF THE PUNJAB

BACKGROUND INFORMATION:

Size of Entity

200809 200708

Rs. Rs.
Total Assets 32,624,000
Total liabilities 601,681,000
Total revenue 516.796 million
Total expenditure 1118.247 million

Core Operational activity

To createnew irrigated plantation

Focus on Indigenous Tree species

Forestation, Regeneration and raising of nurseries

Restocking of irrigated plantations

Private Public partnership investment

Exploring Avenues for revenue increase

Marketing

Sustainability ofexisting forestry resources

Maintenance of water shed for regulating water flow of rivers

Maximizing production of wood and wood products and material for the growing needs
of wood based industries.

Improvement of range lands

Growing awareness about theveanmental protection

Development of sericulture

Provision of recreational facilities and protection of wild life in the forest lands

Creating extention service to provide the planting stock and technical know how to the
framers at their door steps.

Raisng of linear plantations along canal, roads and rail side

Optimizing the production potential of forest plantation.

Functions

Environmental protection by plantation

Maintenance of water shed for regulating water flow of rivers
Recreational facilities angrotection of wild life in forest
Promotion of social / farm forestry on private lands
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Production of wood, timber, wood products, fire wood, and material for wood based
industries.

Education of public for tree plantation

Major Beneficiaries

Public at lage of the Province of Punjab.
Provincial Government

Major Cost Centres

Principal Accounting Office
Drawing and Disbursement Offices

Reporting Authority

Principal Accounting Officer, Forest Department,
Government of the Punjab
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AUDITOR -GENERAL OF PAKISTAN Form PF-III
PERMANENT FILE

FOREST DEPARTMENT GOVERNMENT OF THE PUNJAB

LIST OF AUDITABLE LOCATIONS

=

Principal Accounting Office Secretary Forest Department
Director Audit Cell

|

District Accounting Offices Chief Conservator of Forest
Conservator of Forest
Director, PFRI, Gatwala
Admn LSNP

Principal, P.F.S.

D.D. Sericulture

A.D. Sericulture

Divisional Forest Officers

WINFLINRFRPIRPRIOlW

N.A

Other Accounting Locations

All  Accounts are being maintaing
Location(s) of computebased accountin| manually.
systems database:

Supporting Documents

List of 59 formations (As given on the next page)
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STATEMENT SHOWING THELOCATION OF FORMATIONS

Name of Formations

Secretary to Government of the Punjab, Forest Department Poonch
Lahore.

Director, (B&A) Forest, 24Cooper Road, Lahore.

Chief Conservator of Forest, Lahore.

Chief Conservator of Forest, Multan.

Chief Conservator dforest, Rawalpindi.

Conservator of Forest, Lahore.

Conservator of Forest, (M&E), Lahore.

Conservator of Forest, (RM), Lahore.

Conservator of Forest, (Ext.), Lahore.

10.

Conservator of Forest, Rawalpindi.

11.

Conservator of Forest (D.W.P.), Sargodha.

12.

Conservator of Forest (D.W.P.), Faisalabad.

13.

Conservator of Forest, Multan.

14.

Conservator of Forest (D.W.P.), D.G.Khan.

15.

Director PFRI, Gatwala, Faisalabad.

16.

Admn: LSNP, Bahawalpur.

17.

Divisional Forest Officer, Lahore/Sheikhupura.

18.

Divisional Forestfficer, Pest Control, Lahore.

19.

Divisional Forest Officer, Publicity, Lahore.

20.

Divisional Forest Officer, (Extension), Lahore.

21.

Divisional Forest Officer, Sericulture, Lahore.
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S. No. Name of Formations

22. | Divisional Forest Officer, Gujranwala.

23.| Divisional Forest OfficerSialkot.

24. | Divisional Forest Officer, Guijrat.

25. | Divisional Forest Officer, Kasur at Changa Manga.

26.| Divisional Forest Officer, Okara.

27.| Divisional Forest Officer, Faisalabad.

28. | Divisional Forest Officer, Jhang.

29. | Divisional Forest Officer (Silva)-aisalabad.

30. | Divisional Forest Officer, Multan

31.| Divisional Forest Officer, Chichawatni.

32. | Divisional Forest Officer, Sahiwal.

33. | Divisional Forest Officer, Muzaffargarh.

34.| Divisional Forest Officer, D.G.Khan.

35. | Divisional Forest Officer, Rajanpur.

36. | Divisional Forest Officer, Layyaha

37.| Divisional Forest Officer, Bahawalpur.

38. | Divisional Forest Officer, LSNP, Bahawalpur.

39. | Divisional Forest Officer, (R.M), Bahawalpur.

40. | Divisional Forest Officer, Bahawalnagar.

41.| Divisional Forest Officer, Rahim Yathan.

42.| Divisional Forest Officer, Sargodha.

43. | Divisional Forest Officer, Khushab.

44.| Divisional Forest Officer, Mianwali.
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S. No.

Name of Formations

45.

Divisional Forest Officer, Bhakkar

46.

Divisional Forest Officer, Rawalpindi (South).

47.

Divisional Forest Officer, Rawalpindi (North).

48.

Divisional Forest Officer, Rawalpindi (T.E.D)

49.

Divisional Forest Officer, Murree.

50.

Divisional Forest Officer, Attock.

51.

Divisional Forest Officer, Chakwal.

52.

Divisional Forest Officer, Jhelum.

53.

Divisional Forest Officer, (R.M) Chakwal.

54.

Divisional Forest Officer, (R.M) Chakkar.

55.

Divisional Forest Officer, (R.M) D.G.Khan.

56.

Principal, Punjab Forestry School, Ghoragali.

57.

Principal, Punjab Forestry School, Bahawalpur.

58.

Assistant Director Sericulture, Lahore.

59.

Assistant Director Sericulture, Multan
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AUDITOR -GENERAL OF PAKISTAN Form PF-IV
PERMANENT FILE

FOREST DEPARTMENT GOVERNMENT OF THE PUNJAB

LIST OF BANK ACCOUNTS

FederalAccountingLevel
Not Applicable
ProvincialAccountinglevel

Accounts are being maintained in state bank of Pakistan. Incase of personal ledger
accounts (PLASs) these are maintained in treasury office.

District Accountinglevel
Accounts are being maintained in state bank of Pakistan/ National Bank of Pakistan.

Incase of personal ledger accounts (PLAsS) these are maintained in District accounts
offices.
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AUDITOR -GENERAL OF PAKISTAN

PERMANENT FILE

Form PF-V

FOREST DEPARTMENT GOVERNMENT OF THE PUNJAB

LIST OF AUTHORIZED SIGNATORIES

Sanction Limit | Signature
Principal Accounting Office Secretary Forest | Full Powers
Director (B&A) | Categoryll
Forest Officer
Entity/Department/Unit Chief Categoryl
Conservator o Officer
Forest Lahore
Rawalpindi  and
Multan.
Conservator  of Categoryll
Forest Lahore| Officer
Rawalpindi,
Multan,
Sargodha,
Bahawalpur anc
D.G.Khan
District/Local Office/Formatior Divisional Forest Categorylll
Officers and Officer
Deputy Director
Sericulture

Supporting Documents

Delegation of FinanciaRowers and Rules, 2006

List of Drawing & Disbursing Officers is as follows:

Sr.
No.

Name of Officer and Designations

Place of posting.

1. | Mr. Gulzar Ahmad, Accounts Officer.

O/O Director, B&A (Forests)
Lahore.

2. | Mr. Akbar Ali Naz, Admn. Officer.

O/O CCF (M&E) Lahore.

3. | Mr. Muhammad Aslam, Admn. Officer.

O/O CCF, S.Zone, Multan.

4. | Mr. Muhammad Abrar, Admn. Officer.

O/O CCF, N.Zone, Rawalpind

5. | Mr. Muhammad Ajmal Rahim, C.F.

Coordination Circle, Lahore.
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Isl;(r).. Name of Officer and Designations Place of posting.

6. | Mr. Muhammad Rafique, C.F. R.M.Circle,Lahore.

7. | Mr. Tahir Saeed, C.F. D.W.P, Gatwala, Faisalabad.

8. | Mr. Muhammad Afzal, Director. P.F.R.l, Gatwala. Faisalabad.

9. | Mr. Shabbir Ahmad Rana, C.F. C.F (M&E) Cell, Lahore.

10.| Rao Khalid Mehmood, C.F. Extension Circle, Lahore.

11.| Mr. Bashir Ahmad, C.F. Coordination Circle
Rawalpindi.

12.| Mr. Zahid javaid, C.F. D.W.P, Sargodha.

13.| Mr. Naseer Ahmad Khan, C.F. Coordination Circle, Multan.

14.| Sheikh Muhmmad Irshad, C.F. D.W.P, D.G.Khan.

15.| Mr. Tarig Mehmood, C.F./Administrator. L.S.N.Park, Bahawalpur.

16.| Mr. Riazul-Hag, DFO. Lahore/Sheikhupura

17.| Mr. Waheed Sarwar, DFO. Gujranwala.

18.| Mr. Shahid Pervaiz Khan, DFO. Sialkot.

19.| Mr. Muhammad Nawaz Sindhela, DFO. Gujrat.

20.| Mr. Ejaz Hussain Sherazi, DFO. Kasur at Changa Manga.

21.| Mr. Zahoor Ahmad, DFO. Okara.

22.| Mr. Liaquat Ali Gill, DFO. Faisalabad.

23.| Mr. Muhammad Riaz Tawana, DFO. Jhang.

24.| Mr. Abdul Rashid, DFO. Silva, Faisalabad.

25.| Mr. Abdul Basit, DFO. Publicity, Lahore.

26.| Mr. Akmal Rahim, DFO. Extension, Lahore.

27.| Mr. Ghulam Sabir, D.D.Sericulture. Lahore.

28.| Mr. Zafar Igbal, Asstt. Director, Seri. Multan.
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Isl;(r).. Name of Officer and Designations Place of posting.
29.| Mr. Abdul Jabbad, Asstt. Director, Seri. Lahore.
30.| Mr. Shakeel Ahmad Khan, S.R.O, Seri. Lahore.
31.| Mr. Mazhar Igbal Khalid, Principal. P.F.S, Ghoragali.
32.| Mr. Sana Ullah Khan, Principal. P.F.S, Bahawalpur.
33.| Mr. Javaid Igbal, DFO. Multan.
34.| Mr. Muhammad Siddique Dogar, DFO. Chichawatni.
35.| Mr. Liaquat Ali Sulehri, DFO. Sahiwal.
36.| Mr. lItifullah Khan, DFO. Muzaffargarh.
37.| Mr. Naseem Hassan, DFO. D.G.Khan.
38.| Mr. Masood Pervaiz, DFO. Rajanpur.
39.| Mr. ljaz Ahmad,DFO. Layyah.
40.| Mr. Habib Ur Rehman, DFO. Bahawalpur.
41.| Mr. Fida Hussain, DFO. L.S.N.P, Bahawalpur.
42.| Mr. Muhammad Saleem Anwar, DFO. Rahim Yar Khan.
43.| Mr. Hibib-ur-Rehman, DFO. Bahawalnagar.
44.| Mr. Muhammad llyas Bashir, DFO. Sargodha.
45.| Mr. Khizar HayatMinhas, DFO. Khusahab.
46.| Mr. Muhammad Azam, DFO. Mianwali.
47.| Mr. Abdul Mugeet Khan, DFO. Bhakkar.
48.| Mr. Muhammad Jamil, DFO. (South) Rawalpindi.
49.| Mr. Muhammad Yousaf, DFO. (North) Rawalpindi.
50. | Mr. Fida Hussain, DFO. T.E.Div: Rawalpindi.
51.| Mr. AmeerMuhammad, DFO. DFO, Murree.
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ISI;(r).. Name of Officer and Designations Place of posting.
52.| Mr. Tarig Mehmood, DFO. Attock.
53.| Mr.Sagib Mehmood, DFO. Chakwal.
54.| Mr. Muhammad Saeed Tabassam, DFO. | Jhelum.
55.| Mr. Abdul Ghaffar, DFO. R.M. Chakwal.
56.| Mr. Abdul Mugeet Khan, DFO. R.M. Chakkar.
57.| Mr. Azamat Rabbani, DFO. R.M. D.G.Khan.
58.| Mr. Altaf Hussain, DFO. R.M. Bahawalpur.
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AUDITOR-GENERAL OF PAKISTAN Form PFVI
PERMANENT FILE

FOREST DEPARTMENT GOVERNMENT OF THE PUNJAB

EXTERNAL FACTORS

Following are the major External Factors:

Yield andClimatic conditions in the country:

Overall productivity of wood during the period directly effects the operations of the
department e.g. supply of wood to capture the market. Maximizing production of wood
and wood products and material for the growingdseaf wood based industries directly
effects the departments financial performance.

Public Awareness:

Growing awareness about the environmental protection can effect provision of
recreational facilities and protection of wild life in the forest latiu® can appear as
direct source of revenue to the department. Public awareness and technical know how of
the farmers influentially raises linear plantations along canal, road and rail sides.

Wood based industries:

These industries being the direct betiafy of the department also act as the external
force to drive the financial performance of the department. Boost or slump in this
industrial sector would directly bring change to the revenue generation capability of the
department.

Market prices:

Market pricing of planting stock, planting facilitations and procurement of infrastructure
resources are linked with the operations of the department and its financial performance.
lllegal cutting and Encroachment of Forests and Forest lands:

Level of activitiesrelating to Illegal cutting and Encroachment of Forests and forest lands
threatens the financial position of the department. Financial position of the department is
majorly represented by the assets threats to which gives serious set back to revenue

geneat i on as wel | as ownerships of the departrt
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AUDITOR-GENERAL OF PAKISTAN Form PFVII
PERMANENT FILE

FOREST DEPARTMENT GOVERNMENT OF THE PUNJAB

ACCOUNTING RECORDS AND ACCOUNTING SYSTEM
Federal Accounting Level

Not applicable
Provincial Accounting level

Secretary Forest

Annual Budget

Director (B&A)

Appropriation Accounts

Consolidated Accounts both Expenditure and Receipt (Monthly/Annually)
Reconciliation statements

Cheque Book, Vouchers/Bills

Employees Related Record

Preparation of Pension Payment Authorities/Register

G.P.Fund record like Ledger Card, Broad Sheet, Advance Payment Registers etc.

Audit Register and record regarding authorization and payment of claims to
gazetted/noigazetted siff.

Long Terms Advance Register

District Accounting Level

Cash Book (Divisional/Disburser)
Monthly Cash Account

Timber Form 717

Cheque Book & Paid Cheque Reg.
Vouchers/Bills

Contractors/ Disburser Ledger
Budget Control Form/Budget Release
Actual (Expenditure Statement)
Personal Ledger Account (PLA)
Reconciliation Statements (Forh)

Employees Related Record
G.P.Fund record like Ledger Card, Broad Sheet, Advance Payment Registers etc.
Payment of pay claims of gazetted/ngawetted staff.
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MONTHLY STATEMENT OF ACTUALS OF REVENUE
AND EXPENDITURE

MONTHLY RETURN SUBMITTED BY--

Divisional Forest Officer (DDO) by'5following moth

A

l | l

Director, Conservator of Chief Conservator of
(Riidaet & Accolints) Forest Forest

|

1 Verifies the figures

1 Checkes the monthly Accounts especially
Classification of Revenue and Expenditure

A 4

Issues Corrigendum
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PERMANENT FILE

Form PFVIII

FOREST DEPARTMENT GOVERNMENT OF THE PUNJAB

Guidelines for Civil AuditPunjab

KEY CONTACTS
Key Name Title Tel. Fax E-Mail
Management
Personnel
Principal Babar Hassal Secretary, 99211695| 99211648
Accounting | Bharwana Forest Wildlife
Office and Fisherieg
Department
Entity/ Arshad Liaquat Director 99200791 99200792| director
Department | Ch (Budget and budget @
Unit Accounts) hotmail.
com
Gulzar Ahmad | Chief Internal| 99200798| 99200792| director
Auditor budget @
hotmail.
com
District/
Local Office/ |* A n fCé x
Formation
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AUDITOR-GENERAL OF PAKISTAN Form PFIX
PERMANENT FILE

FOREST DEPARTMENT GOVERNMENT OF THE PUNJAB

SIGNIFICANT AUDIT AREAS

Significant Financial Statement Critical Audit Area
Component Y/N

Residual Equity/Share Capital

Liabilities & Commitments

Deposits & Reserves

Fixed Assets and Depreciation

Investments

Cash & Bank

Loans and Advances

Revenues/Receipts

Purchases Costs/Payments

Employee Related Expenses/Payments

Operating Expenses/Payments

Grants, Subsidies & Write Offs

Interest Payments.

Suspense & Clearing

Other

<|<|z|z|<|<|<|<|<|<|z|z|z|<|z|<|z

General Provident Fund
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AUDITOR-GENERAL OF PAKISTAN Form PFX
PERMANENTFILE
FOREST DEPARTMENT GOVERNMENT OF THE PUNJAB

SIGNIFICANT ACCOUNTING POLICIES

Revenue recognitiot

Revenue is recognized on the date of receipt of money by the bank or cleare
cheque. Revenue is recognized on a gimssis and any related costs are recor
separately. Receipts representing recovery of any previous overpayment are ¢
against relevant expenditure, if it occurs in the same financial year.

Recognition of expenditure

Expenditure is recognized on the date when payment is made or cheque is
Financial year to which the payments pertain is determined by the date on w
cheque or payment advice is issued. Policies for recognition of expenditure
follows;

a) Payments made through cheque

Payments made through cheque: expenditure is recognized on the date the c
issued.

b) Inter government transfers

Expenditure is recognized on the date the transfer is mathe transferor.

c) Payments directly in bank accounts

Direct payments into bank account, expenditure are recognized on the d:
payment advice is issued to the bank.

d) Direct payments by State Bank of Pakist@BP)

Repayment of loans and other direct payments by the SBP, expenditure is rect
on the date State Bank of Pakistan advises the relevant accounting office.
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e) Imprest payments

Expenditure is recognized whehe required claim vouchers are submitted
imprest account is reimbursed.

Employee benefits

The government has following plans for its employees:

a) General Provident Fund
The contributions made by thlgovernment and interest on provident fund bala
are recorded as expenditure in that financial year to which they relate with a ct
liability. The balance outstanding is presented as liability.

b) Pension
The entitlement of government employees to a stream of payments after the
from service. No liability for pension is recognized in fiaancial Statementsnd
pension payments made during the year are recorded as expenditure.

c) Encashment of leave
This represents liability arising form entitlements to the various forms of |
earned by government employees. No provision is made and the expendi
recognized on the basis of payments made during the year.

Cash and cash equivalents

For the purpose of cash flow statement, cash and cash equivalents comprise c:
State Bank of Pakistan and with federal treasuries.

Liability
Liabilities are future sacrifices of econonbenefits that the government is preser

obliged to make as a result of the past transaction. All liabilities are recorded at his
cash value.

Public Debt

Public Debt comprise cash inflows from banks, similar lendiggncies, commercic
institutions and amounts owing in respect of4tash assistance provided by third par
and foreign borrowings. All debts raised are classified as either floating or pern
debts depending on the nature of the transaction.

Assets
Assets are future economic benefits controlled by the government as a result

transactions or other past events. Assets are recorded at cost and currently no def
is charged.
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Loan and advances

Loans and advances includes loan and advances due from provincial govert
autonomous bodies, financial and Farancial institutions, to government servants
housing building and purchase of conveyances and other loans. Logosetmment
servants are interest bearing and interest are calculated in accordance with the

Financial Rules.
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