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AUDITOR-GENERAL OF PAKISTAN 
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AUDITOR-GENERAL OF PAKISTAN 
PERMANENT FILE 
 

Form PF- I 

Understanding of Entity’s Business  
Status of Entity    

Name of Entity/Organisation: 

 

Principal Address: 

 

 

 

 

 

 

Status of the Entity: 

(Government/autonomous/centralised/self-accounting/exempt/other) 

 

 

 

 

 

 

Inter-Governmental Relationship: 

(Attached department, branch office, etc.) 
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AUDITOR-GENERAL OF PAKISTAN 

PERMANENT FILE 

Form PF- II 

Understanding of Entity’s Business  
Background Information  

Name of Entity/Organisation: 

The auditor should gather financial and other background information about the entity. 

 

Size of Entity 

 Total assets 

 Total liabilities 

 Total revenue 

 Total expenditure  

 

Core Operational Activity/Corporate Plan 
(e.g. revenue collection/grants & contributions/construction, etc.) 

 

 

Major Services 
(Zakat, income tax, public works, etc.) 

 

 

Major Beneficiaries 
(Federal/Provincial/District level) 

 

 

Major Cost Centres 
(Employee related costs/Zakat distributions/other types, etc.) 

If these major cost centres are the same as the auditable locations listed on form PF III, 
they need not be repeated here. 

 

 

 

Reporting Authority 
(Principal accounting officer/Ministry/CGA/others) 
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AUDITOR-GENERAL OF PAKISTAN 

PERMANENT FILE 

          Form PF- III 

Understanding of Entity’s Business  
List of Auditable Locations 

Name of Entity/Organisation: 

The auditor should list all locations that collect, record, process and report financial 
information of the entity. 

 

 

Main Accounting Office 

 

 

 

 

 

District Accounting Offices 

 

 

 

 

 

 

Other Accounting Locations 

 

 

 

 

 

Location(s) of computer-based accounting systems database(s) 
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AUDITOR-GENERAL OF PAKISTAN  

PERMANENT FILE 

Form PF - IV 

Understanding of Entity’s Business  
List of Bank Accounts 

Name of Entity/Organisation: 

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

 

Federal Accounting Level 

 

 

 

 

 

 

 

 

Provincial Accounting Level 

 

 

 

 

 

 

 

 

District Accounting level 
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AUDITOR-GENERAL OF PAKISTAN 

PERMANENT FILE 

Form PF- V 

Understanding of Entity’s Business  
List of Authorised Signatories 

Name of Entity/Organisation: 

The auditor should list the names of personnel who are authorised to approve, certify 
and authorise collection, recording, processing and reporting of financial information of 
the entity. 

 

                       Financial power  / Sanction Limit  
  

 

Principal Accounting Office 

 

 

 

 

 

 

 

Entity/Department/Unit 

 

 

 

 

 

 

 

District/Local Office/Formation 
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AUDITOR-GENERAL OF PAKISTAN 

PERMANENT FILE 

Form PF- VI 

Understanding of Entity’s Business  
External Factors 

Name of Entity/Organisation: 

The auditor’s objective is to obtain sufficient appropriate audit evidence to provide 
reasonable assurance that financial statement items affected by external matters outside 
control of management such as the economy that can affect the business are fairly 
presented within the context of the financial statement taken as a whole. To do so, the 
auditor will need to understand the external factors that could affect the audited entity’s 
financial position. 

The auditor should list below entity’s assets and liabilities that are affected by the 
external factors to ensure that costs, contingent liabilities, commitments and assets have 
been properly recognised, valued and reported in accordance with the government’s 
accounting principles. 
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AUDITOR-GENERAL OF PAKISTAN 

PERMANENT FILE 

          Form PF- VII 

Understanding of Entity’s Business  
Accounting Records and Accounting System 

Name of Entity/Organisation: 

The auditor should list the accounting records maintained by the entity for the collection, 
recording, processing and reporting of accounting information. Append a description of 
the system and related Accounts and Financial Authorities and their functions and 
responsibilities. 

 

Federal Accounting Level 

 

 

 

 

 

 

 

Provincial Accounting Level 

 

 

 

 

 

 

 

 

District Accounting Level 
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AUDITOR-GENERAL OF PAKISTAN 

PERMANENT FILE 

Form PF- VIII 

Understanding of Entity’s Business  
Key Contacts 

Name of Entity/Organisation: 

The auditor should list the names and contact information of key personnel at all 
management levels of the entity. 
 

Key Management 
Personnel Name Title Tel. Fax Email 

Principal 
Accounting Office 

 

 Management 

 

 Finance 

 

 Accounts 

 

 

     

Entity/ Department/ 
Unit 

 

 Management 

 

 Finance 

 

 Accounts 
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District/ Local 
Office/ Formation 

 Management 

 

 Finance 

 

 Accounts 
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AUDITOR-GENERAL OF PAKISTAN 

PERMANENT FILE 

 Form PF- IX  

Understanding of Entity’s Business  
Significant Audit Areas 

Name of Entity/Organisation 

The auditor should list critical audit areas/significant financial statement components 
(including individually significant transactions and events) and their impact on the 
financial statements of the entity. For each identified significant component, the auditor 
can then plan the audit for specific financial audit objectives and related compliance with 
authority objectives. 
 
The list of significant components provided below is for illustrative purposes only. The list 
should be updated to reflect the actual components to be used on any given audit.  
 

Significant Financial Statement 
Components 

Critical Audit Area 
Y/N 

 Residual Equity/Share Capital 

 Liabilities & Commitments 

 Deposits & Reserves 

 Fixed Assets and Depreciation 

 Investments 

 Cash & Bank 

 Loans and Advances 

 Revenues/Receipts 

 Purchase Costs/Payments 

 Employee Related Expenses/Payments 

 Operating Expenses/Payments 

 Grants, Subsidies & Write offs 

 Interest Payments 

 Suspense & Clearing 

 Other 
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AUDITOR-GENERAL OF PAKISTAN 

AUDIT PLANNING-PERMANENT FILE 

       Form PF- X  

Understanding Of Entity’s Business  
Significant Accounting Policies 

Name of Entity/Organisation: 

 
 
The auditor should list significant accounting policies, and changes thereto, applied by 
the entity. Significant policies may include: 

 Staff retirement benefits – pension & provident fund 

 

 

 Revenue recognition 

 

 

 Accounting for liabilities and commitments 

 

 

 Fixed assets – valuation and depreciation 

 

 

 Interest payment and foreign currency transactions 
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AUDITOR-GENERAL OF PAKISTAN 
AUDIT PLANNING FILE 
 

PLANNING FILE INDEX/CHECKLIST 

 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 

Main 
Reference 

Supporting 
Schedules 

Standard Material 
Done by: Date: 

 
 

 

 

 

 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Audit Objectives and Scope  

Points for Attention at Next Audit 
from last year 

Entity Communication Letter 

Audit Planning Memorandum 

Memorandum on Post-Planning 
Changes 

Important Dates 

Time and Fee Budgets and 
Daily Time Sheets 

Information Requested  from 
Entity Officials 

Materiality Assessment Form 

Expected Aggregate Error and 
Planned Precision Form 

Audit Risk Assessment Form 

Inherent Risk Assessment Form 

Environmental Internal Control 
Questionnaire 

Internal Control Questionnaire-
General Computer Controls 

Internal Control Questionnaire-
Application Controls  

Control Risk Assessment Form 
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Main 
Reference 

Supporting 
Schedules 

Standard Material 
Done by: Date: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Analytical Procedures 
Assurance Form 

Source of Audit Assurance Form 

List of Applicable Laws and 
regulations  

Sample Selection Checklist 
 
High Value Item Selection Form 
 
Key Items Selection Form 
 
Key Item Selection Form 
 
Sample Sizing for Tests of 
Internal Control 
 
Sample Sizing for Substantive 
Tests of Details  
 
Checklist of Accounting 
Estimates to be Reviewed 
 
Points for Attention of Next Audit 
 
Audit Planning Checklist 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 
 
 
Completed by:        Date: 
 
 
Reviewed by:        Date: 
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AUDITOR-GENERAL OF PAKISTAN 
AUDIT PLANNING FILE 
 

AUDIT OBJECTIVE + SCOPE 

 
NAME OF ENTITY/ ORGANIZATION: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 
 
 
 
 
 

AUDIT OBJECTIVE: 
(For example, certification of financial statements, compliance with authority, internal 
audit, performance audit, audit of foreign-aided projects, other) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

AUDIT SCOPE: 
(I.e. What is the audit entity) 
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AUDITOR-GENERAL OF PAKISTAN 
AUDIT PLANNING FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 

POINTS FOR ATTENTION AT NEXT AUDIT B/FWD FROM LAST YEAR 

 

 

Point 
No. 

Details 
File 
Ref. 

Subsequent 
Action/Clearance 

 

 

Audit Team Leader:      Date: 

Director Audit:       Date: 

D.G. Audit:       Date: 

(See over for instructions) 
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Points for Attention at Next Audit 
 

The purpose of this schedule is to highlight matters that should be taken into account when 

planning the following year’s audit. The auditor should record expected developments in the 

entity’s activities that may require changes in the audit planning, such as: 

 Changes to the entity’s organisational structure, particularly those that affect the 

accounting process; 

 Changes made to the control environment and control systems, such as changes to reflect 

the New Accounting Model and the installation of new computer information system 

applications; 

 Changes to accounting policies; and 

 Changes to reporting requirements. 

 

This schedule can also be used to document practical suggestions for changes to the next 

year’s audit. All audit staff are encouraged to suggest improvements in the audit plan and 

procedures. Suggestions might relate to: 

 Sources of audit assurance (for example, increased or decreased reliance on internal 

controls); 

 Specific audit procedures; 

 Specific documents to examine, or the source of the specific documents; 

 Changes in the audit timetable; and 

 Work that the internal auditors or the entity’s accounting personnel could perform that 

could help the audit team and reduce audit time; 

 

This schedule should be reviewed and written up as the audit proceeds to ensure that all 

relevant points are noted promptly. 
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AUDITOR-GENERAL OF PAKISTAN 
AUDIT PLANNING FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

FORM WP 

 

SAMPLE ENTITY COMMUNICATION LETTER 

 
 

DEPARTMENT OF THE AUDITOR-GENERAL OF PAKISTAN 
 

[Date] 

[Name of Principal Accounting Officer] 
[Entity’s Name and Address] 

 

Dear [Name of Principal Accounting Officer] 

Subject: External Audit Activities for 20xx-20yy 

The provisions of the Auditor-General’s (Functions, Powers and Terms and Conditions 
of Service) Ordinance, 2001 (The Auditor-General Ordinance), read with Articles 169 
and 171 of the Constitution of the Islamic Republic of Pakistan, provide the Auditor-
General of Pakistan with the mandate to audit the accounts of [name of entity]. As part of 
this mandate, we intend to perform the following work for the financial year 20xx-20yy: 

[List the audit activities to be performed.] 

The Department of the Auditor-General of Pakistan (DAGP) will conduct these audits in 
accordance with DAGP’s Auditing Standards, which are in conformity with International 
Auditing Standards.  

Financial Audits (Audits of Financial Statements/Accounts): 

For the audits of the financial statements listed above, DAGP’s Auditing Standards 
require that it plans and performs the audit to obtain reasonable assurance about 
whether the financial statements are free of material misstatement. In this respect, a 
financial audit includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. A financial audit also includes assessing the 
accounting principles used and significant estimates made by the management, as well 
as evaluating the overall presentation of financial statements. 

Because of inherent limitations of a financial audit, together with the inherent limitations 
of any accounting and internal control systems, there is an unavoidable risk that even 
some material misstatements may remain undiscovered. 
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In addition to the report of the Auditor-General on the financial statements, we expect to 
provide your [ministry/department/agency, etc.] with a separate report concerning any 
material weaknesses in accounting and internal control systems that come to our notice 
during the course of the audit. The more significant matters may be reported in a 
published audit report. 

The responsibility for the preparation of the financial statements, including adequate 
disclosure, is that of the management as required under [list applicable ordinances, such 
as the Controller General of Accounts (Appointment, Functions and Powers) Ordinance, 
2001]. This includes the maintenance of adequate accounting records and internal 
controls, application of accounting policies, and the safeguarding of the assets of the 
entity. As part of the financial audit process, we will request from management written 
confirmation concerning representations made to the audit team in connection with the 
audit. 

Compliance with Authority Audit Work: 

For the compliance with authority audits listed above … [describe nature and extent of 
work, expected reports, etc.]. 

Separate Audits of Internal Control: 

Performance Audits:  
 
Audits of foreign-aided projects: 
 
Other functional, systems, programme and fraud audits: 

Special assignments: 

 

[Would follow same format as for compliance with authority audits.] 

 

   **   **   ** 

This audit work is important to ensure effective management and governance across the 
Government of Pakistan. 

We look forward to full cooperation from your staff and trust that they will make available 
to the audit team any accounts, books, papers and other documents which deal with, or 
form the basis of, or are otherwise relevant to the audit, as required under Section 14 of 
the Auditor-General Ordinance. 

Yours truly, 

 

Director General (Audit) 

         (Instructions follow) 
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Entity Communication Letter 
 

A copy of the most recent entity communication letter, setting out the terms of the audit 

assignment, should be filed in this section of the Planning File. 

 

Types of audits to be mentioned in the letter include: 

1. Annual financial audit of the entity’s financial statements, or of the entity’s portion of the 

financial statements of the Federation, one of the provinces, or one of the districts;  

2. Compliance with authority audits; 

3. Separate audits of internal controls; 

4. Performance audits; 

5. Audits of foreign-aided projects; 

6. Other functional, systems, programme and fraud audits; and 

7. Special assignments. 

 

The audits listed in (2) to (7) would be separated between those audits continuing from the 

previous year, and those that are being started in the current year. 

 

A sample entity communication letter is attached. 

 

If desired, the letter may be expanded to include such matters as: 

1. DAGP’s current understanding of any specific entity requirements; 

2. The timetable for the audit work;  

3. Details of assistance required from internal audit and other entity staff; and 

4. Information to be provided by entity officials. 

5. Follow up matters from previous audits. 
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AUDITOR-GENERAL OF PAKISTAN 
AUDIT PLANNING FILE 
 

AUDIT PLANNING MEMORANDUM 

 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 

The audit team is required to prepare and file in the Planning File an Audit Planning 

Memorandum. The audit planning memorandum should comprise a concise easy to 

understand summary of important factors and decisions made during the general and 

detailed planning phases. Emphasis should be placed on changes that have been made to the 

previous year’s plan.  

 

The audit planning memorandum should not duplicate all of the details set out elsewhere in 

the planning file, the permanent file, or in the audit programmes. 

 

The audit planning memorandum should be signed by the director preparing it, and approved 

by the Director General and by the appropriate Deputy Auditor General or the Deputy 

Auditor General (Senior).  

 

The memorandum is then filed in this section of the planning file. 

 

A brief description of the general contents of the audit planning memorandum is set out 

below for information purposes. The actual contents will depend on what is significant in 

each entity’s circumstances. 

 

Background Information:  

This includes changes to the nature of the entity’s business, etc. that are especially important 

to the audit. These could include, for example, a summary of major changes to:  

 The nature of the entity’s business (it’s mandate, its significant revenues and 

expenditures, etc.); 

 The structure of the entity (addition of divisions, etc.); 

 The accounting policies being followed by the entity; and 

 The entity’s internal control structure, computer systems, etc. 

 

Audit Strategy:  
This summarises key planning decisions, emphasising changes made to the previous year’s 

assessments, approaches, etc. Key decisions to be included in this section would normally 

include: 

 

 Overall audit objective and audit scope; 

 Materiality, planned precision and audit risk; 
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 Whether inherent risk has generally been assessed at high, moderate or low; 

 Whether the auditor generally intends to place a lot, a moderate amount, a little or no 

reliance on internal controls; and 

 Significant changes to the nature, timing and extent of the audit procedures, such as: 

a) a change in the general amount of assurance being obtained from analytical 

procedures; 

b) a change in the sampling approach for either tests of internal control or substantive 

tests of details; 

c) a change in the nature or extent of the work to be performed at an interim date; and  

d) a change in the work being performed to satisfy the related compliance with authority 

objectives. 

Administration:  

Provide a general timetable and overall budget, together with any significant changes made 

to the timetable and budget from the previous year. 

 

Memorandum on Post-Planning Changes 
 

As the execution and completion phases of the audit proceed, it may be necessary to amend 

the planned scope of the audit work. This may result from gaining a better understanding of 

the entity’s activities, from unexpected external developments, or from determining a better 

means of achieving the audit objectives as the audit progresses. 

 

Should the change in the planned scope be relatively minor, such as one that requires the 

addition of only one or two audit procedures to an existing audit programme, the auditor 

should be able to make the change without needing to go through a formal approval process. 

If, however, the matter is more significant, such as one that calls for the development of new 

audit programmes or a re-consideration of the sources of audit assurance, the auditor should 

discuss the situation with his/her supervisor. The auditor should then prepare an addendum 

to the audit planning memorandum. This addendum should follow the same review and 

approval process as is used for the audit planning memorandum itself.  

 

The addendum will be filed in this section of the planning file. 

 

In addition, if the matter requires the auditor to pursue an area of investigation substantially 

outside of the initial audit scope, it would be appropriate to brief entity officials on the 

change of scope. This could be done through an addendum to the entity communication 

letter. 

 
 
 

 
 
 

 



  Planning File 12 

AUDITOR-GENERAL OF PAKISTAN 
AUDIT PLANNING FILE 
 

IMPORTANT DATES 

 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 
 

Task 
Planned 

Date 
Actual 
Date 

Comments 

Start general planning     

Complete detailed 
planning  

   

Start first interim audit o    

Complete first interim 
audit 

   

Start second interim 
audit 

   

Complete second 
interim audit 

   

Start third interim audit    

Complete third interim 
audit 

   

Start year-end audit 
 

   

Complete year-end 
field work 

   

Issue audit opinion    

Issue first draft of 
audit report 

   

Issue final audit report    

Issue first draft of 
management report 

   

Issue final 
management report 
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“Insert Time Budget and Allocation Schedule form” 
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“ Insert Time Budget and Allocation Schedule (cont) form” 
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“Insert Department of the Auditor-General Of Pakistan form” 
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AUDITOR-GENERAL OF PAKISTAN 
AUDIT PLANNING FILE 
 

INFORMATION REQUESTED FROM ENTITY OFFICIALS 

 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 
 

Information Requested Date 
Required 

Date 
Received 

Entity Financial Statements:   

1.    

2.    

3.    

4.    

Lead Schedules:   

5.    

6.    

7.    

8.    

9.    

10.    

11.    

12.    

13.    

14.    

15.    

16.    

17.    
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Information Requested Date 
Required 

Date 
Received 

18.    

19.    

20.    

Lists of Specific Transactions:   

21.    

22.    

23.    

24.    

25.    

26.    

27.    

28.    

29.    

30.    

Reconciliations:   

31.    

32.    

33.    

34.    

35.    

36.    

37.    

38.    

39.    

40.    
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Information Requested Date 
Required 

Date 
Received 

Ageing of Accounts:   

41.    

42.    

43.    

44.    

45.    

 

Analytical Procedures and Other Analyses:   

46.    

47.    

48.    

49.    

50.    

51.    

52.    

53.    

54.    

55.    
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Request for Information from Entity Officials 
 
It is management’s job to ensure that the financial statements, and the supporting books and 
records, are complete and accurate. To do so, management should be preparing its own 
analyses of the account balances, reconciling accounts, preparing lists of specific assets and 
liabilities making up various account balances, checking the year-end cut-off, doing searches 
for unrecorded transactions, etc. 

As part of this work, it will not be unusual for entities to issue formal year-end instructions to 
their own personnel. These instructions are filed in of the Planning File.  

The auditor, may need additional analyses, reconciliations, schedules, lists, etc. The auditor 
should therefore: 

1. review the Entity Instructions that entity officials have prepared; 

2. identify additional information that could reduce the auditor’s own audit effort and that it 
would be reasonable to expect entity officials to complete; 

3. prepare a list of this additional information; and 

4. submit it to entity officials. 

The attached form could be used for this purpose. 
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AUDITOR-GENERAL OF PAKISTAN 
AUDIT PLANNING FILE 
 

MATERIALITY ASSESSMENT FORM  

 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 

 
AUDIT PERIOD: 
 

Applicable  Factor 

Base 
Amount 

(from entity 
officials) 

Percentage 

(auditor 
decides) 

Materiality 
Amount 

(Base 
Amount x 

Percentage) 

 Percentage of total 
expenditures (usual range 
is 2% for "small" entities to 
0.5% for "large" entities) 

   

 Percentage of total 
revenue (usual range is 
2% for "small" entities to 
0.5% for "large" entities) 

   

 Percentage of normalised 
pre-tax income (usual 
range is 5% for entities 
with "large" pre-tax 
incomes to 10% for 
entities with "small" pre-tax 
incomes) 

   

 Percentage of equity (1% 
often suggested) 

   

 Percentage of assets 
(0.5% often suggested) 

   

 Other information (base 
amount) (please specify) 

   

 

Materiality amount to be used (select the lowest amount 
from the Materiality Amount column above) 

 

 
 
Determined by: ______________________  Date:  ____________ 
 
Approved by:  _______________________  Date:  ____________ 
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Materiality Assessment Form 
 
How to Use the Materiality Assessment Form 

 

This form is to assist the auditor in determining an appropriate materiality amount for the 

audit.  

 

The following points should be noted: 

1. The auditor first notes which factors are applicable to this entity. This would be done by 

identifying: 

(a) the probable users of the financial statements; and 

(b) The information (base amounts) in the financial statements that are expected to be 

the most important to each of these users (e.g., total expenditures, pre-tax income). 

The auditor identifies factors that are applicable then inserts an “x” in the first column 

beside the factor. 

2. For each applicable factor, the auditor determines the highest percentage by which 

each of the applicable base amounts could be misstated without being material. This 

amount is inserted in the “Percentage” column. 

3. The auditor then multiplies the estimate of the base amount by the appropriate 

percentage and inserts the result in the “Materiality Amount” column.  

4. In the event that more than one base amount could be applicable, the auditor would 

then need to determine an overall amount. This is normally the lowest of the materiality 

amounts as determined for each of the applicable factors. 
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AUDITOR-GENERAL OF PAKISTAN 
 
AUDIT PLANNING FILE 
 

EXPECTED AGGREGATE ERROR AND PLANNED PRECISION FORM 

 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 

EXPECTED AGGREGATE ERROR 

Most likely error found during audit of previous year 

(from previous year’s working papers) 

 

Most likely error found during audit of second previous year  

Most likely error found during audit of third previous year  

 

(Weighted) average of previous years’ most likely errors 

(calculate from above) 

 

(Deduct): Expected impact on most likely error during the current 
year due to changes that the entity has made to its internal control 
structure to prevent errors from recurring 

(Auditor’s judgment) 

 

(_____________) 

Sub-total  

Add (Deduct): Expected impact on most likely error during the 
current year due to other changes to the entity’s business or its 
internal control structure  

(Auditor’s judgement) 

 

_____________ 

Preliminary estimate of expected aggregate error 

(calculate from above) 

_____________ 

 

Expected aggregate error to be used on the audit (Use a 
conservative amount) 

 
_____________ 
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Planned Precision: 
 

Materiality amount (from the Materiality Assessment Form) 
 

Less: Expected aggregate error (as determined above) 
(_____________) 

Planned precision 
_____________ 

 

 

 
Determined by: ______________________________ Date: ____________ 
 
 
 
Approved by:  ______________________________ Date: ____________ 

 

 

 
Note: If the calculation of prior year’s Most Likely Error is not available, the Expected 
Aggregate Error may be estimated as Materiality x 20% 
 

 

How to Use the Expected Aggregate Error and Planned Precision Form: 

 

The auditor first estimates the expected aggregate error.  

 

The expected aggregate error is determined by considering the most likely errors found in 

previous years, and adjusting the estimate for changes in the internal control structure, 

changes in the nature of the entity’s business, etc. 

 

The auditor needs to make a conservative estimate of the expected aggregate error. This is 

because, if the actual most likely error determined at the evaluation phase of the audit is 

larger than the expected aggregate error that was allowed for when planning the audit then, 

as a general rule, the upper error limit will exceed the materiality amount and the auditor 

will have an unacceptable result. 

 

Many CAATS software packages will not permit the auditor to set the expected aggregate 

error at more than 50% of the materiality amount. 

 

The auditor then subtracts this amount from the materiality amount determined using the 

Materiality Assessment Form to arrive at planned precision. 
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AUDITOR-GENERAL OF PAKISTAN 
 
AUDIT PLANNING FILE 
 

AUDIT RISK ASSESSMENT FORM 

 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

This form is used to assist the auditor in determining an appropriate level of audit risk for the 

audit. Note: 

1. Audit risk is generally set in the range 1% - 5 % (i.e. meaning the auditor seeks 99% - 

95% assurance). Generally the auditor will set audit risk at 5% unless several of the Risk 

Factors listed below are in evidence. In some cases, planned audit risk will be set by 

departmental policy. 

2. This form lists various factors that could cause the auditor to reduce planned audit risk. 

The auditor puts an “x” beside each applicable factor. If there are several applicable 

factors, the auditor should use judgement in deciding to reduce audit risk below 5% and 

thereby increase planned assurance. 

 

Factor That Could Cause Auditor to Reduce Audit Risk  
(Seek a Higher Level of Overall Audit Assurance) 

Applicable to 
This Entity 

Entity is receiving a lot of bad publicity.  

Entity is being privatised, transferred to another level of government, or 
turned into a special operating agency. 

 

Entity is issuing new debt.  

Entity is in financial difficulty (or expected to be in financial difficulty in 
the short term). 

 

The financial statements have a large number of use who, are relying 
to a large extent on those statements and the audit opinion thereon. 

 

Entity is very easy to audit (and consequently users expect the auditor 
to obtain a higher than usual level of assurance). 

 

Other factor(s) (please specify)  _______________________________  

 

Audit risk assessment  

 
Determined by:                                                     Date:  __________ 
 
Approved by:                                                      Date:  ____________ 
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AUDITOR-GENERAL OF PAKISTAN 
 

AUDIT PLANNING FILE 
 

INHERENT RISK ASSESSMENT FORM  
 

NAME OF AUDIT ENTITY: 
 

AUDIT COMPONENT: 
 

AUDIT PERIOD: 
 

OBJECTIVES: 
 

Factor High Mod. Low 

1. The nature of the component, e.g.  

 Susceptibility to loss. 

 Susceptibility to fraud.  

   

2. The extent to which the items making up the component 
are similar in size and composition.  

 Consider: The more homogeneous the component, 
the lower the risk. 

   

3. The volume of activity.  

 Consider: If a lot of transactions are being 
processed, the chances of an error occurring may 
be higher than if only a few transactions are being 
processed. 

   

4. Capability of the staff processing the transactions.  

 Consider: 

 If the staff are experienced and take their jobs 
seriously, there is probably a lower inherent risk 
than if the staff are inexperienced or careless. 

   

5. The number of locations.  

 Consider: Entities operating out of a single location 
with a centralised accounting system may have a 
lower inherent risk than those operating out of many 
locations, each with its own accounting system. 

   

6. The accounting policies being used. 

 Consider: Many components have a lower risk of 
error when the cash basis of accounting is being 
used than when the accrual basis of accounting is 
being used. 
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Inherent risk assessment for listed component(s), specific financial audit objective(s) and 
related compliance with authority objective(s) 

 
Determined by: ______________________________ Date: ____________ 
 
Approved by:  ______________________________ Date: ____________ 
 

 
 
Inherent Risk Assessment Form 
 

How to Use the Inherent Risk Assessment Form: 

1. Inherent risk should be assessed for each financial audit objective and each related 

compliance with authority objective for each component.  

2. Inherent risk is assessed in a hypothetical environment that assumes there are no internal 

controls in place. 

3. The form calls for the auditor to assess various factors as “high”, “moderate” or “low” 

risk. After all of the factors are assessed, the auditor determines, using his/her 

professional judgment, the inherent risk for the specific financial audit objective or 

related compliance with authority objective being considered. In this respect, the normal 

guidelines are as follows: 

High inherent risk    60% 

Moderate inherent risk    50% 

Low inherent risk    40% 

4. The assessment for each specific financial audit objective or related compliance with 

authority objective is not necessarily an average of the assessments for each of the 

factors listed on the form. For the specific financial audit objective or related compliance 

with authority objective being considered, one of the factors may be much more 

significant than the other factors. 

5. While an assessment needs to be made for each specific financial audit objective and 

each related compliance with authority objective for each component, the form is 

designed to permit the auditor to list more than one specific financial audit objective, 

related compliance with authority objective component on each form. This is because the 

auditor’s assessments of the various factors will likely be the same for several different 

objectives and components.  
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AUDITOR-GENERAL OF PAKISTAN 
 
AUDIT WORKING PAPER FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 

FRAUD RISK EVALUATION CHECKLIST 

 

Use of the checklist 

An initial assessment of the risk that irregularities (including fraud) may result in the 

financial report containing a material misstatement should be made during the planning 

phase of the Audit cycle. Audit procedures should then be designed to provide reasonable 

assurance that such misstatements will be detected. Audit procedures cannot be designed to 

detect all instances of fraud. During other phases of the audit the audit team should be alert 

to any changes in the initial assessment. 
 

Part A of this checklist should be completed at the planning phase for all audits to identify 

conditions or events that may increase the risk of irregularities. When this indicates a 

heightened risk of the likelihood of irregularities the audit team should factor this higher 

risk into the procedures to be performed and in completing Part B of the checklist. 

 

Part A: Conditions or Events that increase the risk of irregularities 

 

Statements Yes/No Comments 
 

1. Is there a motivation for management to engage in 

fraudulent financial reporting?  For example: 
 

 Management compensation represented by bonuses etc 

contingent upon achieving aggressive targets; 

 Aggressive use of accounting practices 
 

2. Has there been a failure by management to display and 

communicate an appropriate attitude regarding internal 

control and the financial reporting process? For example: 
 

 Management is dominated by a single person or small 

group without effective oversight; 

 Inadequate monitoring of significant controls or failure 

to correct material weaknesses in controls; 

 Management disregards regulatory authorities. 
 

3. Has there been from non-financial management 

excessive participation in, or preoccupation with, the 

selection of accounting principles or the determination of 

significant estimates? 
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Statements Yes/No Comments 
4. Has there been a high turnover of management, legal 

advisers or those charged with governance? 
 

5. Is there a strained relationship between management and 

the external auditor? 
 

6. Has there been a history of regulatory violations against 

the entity or its senior management alleging fraud or 

violations of the applicable laws? 
 

7. Is there an activity undertaken by the Agency/Authority 

that operates autonomously i.e. it is not subject to the 

normal governance framework or controls applied at the 

Agency/Authority level? 
 

8. Is the governance structure weak or ineffective 

(e.g. members lack independence from management)? 

 
9. Are there new accounting, statutory or regulatory 

requirements that could impair the financial stability or 

profitability of the entity? 
 

10. Does the entity operate in a declining industry with 

increasing  failures? 
 

11. Has the entity been unable to generate cash flows from 

operations while reporting earnings and earnings growth? 
 

12. Is the entity subject to significant pressure to obtain 

additional capital necessary to stay competitive or 

sustainable considering the financial position of the 

entity including the need for funds to finance major 

research and development or capital expenditures? 
 

13. Are there any assets, liabilities, revenues, or expenses 

based on significant estimates that involve unusually 

subjective judgments or uncertainties, or that are subject 

to potential significant change in the near term in a 

manner that may have a financially disruptive effect on 

the entity? 
 

14. Are there any significant related party transactions not in 

the ordinary course of business or with related entities 

not audited or audited by another firm? 
 

15. Are there significant, unusual or highly complex 

transactions (especially those close to the end of the 

period) that pose difficult questions concerning substance 

over form? 
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Statements Yes/No Comments 
 

16. Are there significant bank accounts or subsidiary or 

branch operations in tax-haven jurisdictions for which 

there appears to be no clear business justification? 

 
17. Is there an overly complex organizational structure 

involving numerous or unusual legal entities, managerial 

lines of authority, or contractual arrangements without 

apparent business purpose? 
 

18. Is there difficulty in determining the organization or 

individual(s) 

that control(s) the entity? 
 

19. Is the entity especially vulnerable to changes in interest 

rates? 
 

20. Does the entity have an unusually high dependence on 

debt or marginal ability to meet debt repayment 

requirements; debt covenants that are difficult to 

maintain? 

 

21. Does the entity have an unusually high dependence on 

government grant or other external financial assistance, 

compliance with financial assistance agreement/s is 

difficult to maintain? 
 

22. Is there a threat of imminent bankruptcy, foreclosure 
 

23. Have there been any adverse consequences on significant 

pending transactions, if poor financial results are 

reported? 
 

24. Does the entity have a poor or deteriorating financial 

position when management has personally guaranteed 

significant debts of the entity? 
 

25. Are the following risk factors present when 

considering the susceptibility of assets to 

misappropriation: 
 

 Large amounts of cash on hand or processed; 

 Inventory characteristics, such as small size, high 

value, or high demand; 

 Easily convertible assets, such as bearer bonds, 

diamonds, or computer chips; 

Fixed asset characteristics, such as small size, marketability, 

or lack of ownership. 
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Statements Yes/No Comments 
 

Risk Factors Relating to Controls 
 

1. Is there a lack of appropriate management oversight (for 

example inadequate supervision or inadequate monitoring 

of remote locations)? 
 

2. Are suitable procedures in place to screen job applicants 

for positions where employees have access to assets 

susceptible to misappropriation? 
 

3. Is there adequate record keeping for assets susceptible to 

misappropriation? 
 

4. Are there appropriate segregation of duties and 

independent checks? 
 

5. Is there an appropriate system of authorization and 

approval of transactions (for example, in purchasing)? 
 

6. Are there poor physical safeguards over cash, 

investments, inventory or fixed assets? 
 

7. Does appropriate documentation exist for each 

transaction? 
 

8. Is there a lack of mandatory vacations for employees 

performing key control functions? 
 

Some Additional Factors Relevant to a CIS Environment 
 

9. Has there been minimal planning for the installation of 

new hardware and software technology? 
 

10. Are there inadequate computer skills amongst relevant 

entity staff and/or the concentration of CIS knowledge in 

a particular individual or individuals? 
 

11. Is there use of inappropriate hardware or software to 

perform important functions? 
 

12. Are there poor physical or logical access controls? 
 

13. Is there inadequate or inappropriate file access hierarchy? 
 

14. Is there a lack of a clear audit trail and transaction log? 
 

15. Is there shared or non-specific ownership of data? 

  

 
16. Have there been hardware failures, including excessive 
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Statements Yes/No Comments 
amounts of "down-time" and resultant input backlogs? 

 
17. Have there been software failures? 

 
18. Is there a failure to restrict access to software and 

documentation to authorized personnel? 
 

19. Are there program changes that have not been 

documented, approved and tested? 
 

20. Is there inadequate overall balancing of computer 

transactions and data bases to the financial accounts? 
 

21. Are there inappropriate data and program storage media? 
 

22. Are there inadequate detection procedures for system 

viruses? 

Part B: Circumstances which may indicate the possibility of 
Irregular Acts 
 

(a) Discrepancies in Accounting Records 
 

1. Are there transactions which are not recorded in a 

complete or timely manner or improperly recorded with 

respect to amount, accounting period, classification, or 

entity policy? 
 

2. Are there unsupported or unauthorized balances or 

transactions? 
 

3. Are there last-minute adjustments by the entity that 

significantly affect the financial results? 
 
(b) Conflicting, Missing or Unusual Evidential Matter 

 
Is there evidence of the following? 

 
 Missing documents; 

 Unavailability of other than photocopied documents 

when we expect original documents to exist; 

 Significant unexplained items on reconciliations 

including unreconciled suspense accounts; 

 Inconsistent, vague or implausible responses from 

management or employees arising from inquiries or 

analytical or data analysis procedures; 

 Fewer confirmation responses than expected or 

significant differences revealed by confirmation 

responses; 

 Missing inventory or physical assets of significant 
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Statements Yes/No Comments 
magnitude; 

 Handwritten alterations to documentation, or 

handwritten documentation that ordinarily is 

electronically printed; 
Significant difficult to audit figures in the accounts. 
 
(c) Problematic or Unusual Relationships between the 

Auditor and the Entity 
 

1. Do any of the following circumstances exist? 
 

 Access denied to records, facilities, certain employees, 

customers vendors or others from whom we might 

seek audit evidence; 

 Undue time pressures imposed by management to 

resolve complex or debatable issues or audit 

completion; 

 Limitation in audit scope imposed by management; 

 Unusual delays by the entity in providing information 

we request; 

 Tips or complaints to the auditor about fraud; 

 Matters identified by us and not disclosed by 

management. 
 

(d) Unusual Behaviour by Management 
 

2. Does any of the following behaviour exist? 
 

 A reluctance by management to engage in frank 

communication with appropriate third parties such as 

regulators and bankers; 

Evidence of an unduly lavish lifestyle by officers and 

/or employees; 

Aggressive application of accounting principles 

  

 

Auditor’s Conclusion 

 

From the enquiries made and procedures performed in completing Part A of this checklist we 

consider the likelihood of irregularities to be heightened 

 

From the enquiries made and procedures performed in completing Part B of this checklist we 

consider the risk of irregularities to be 

 

All members of the audit team have been advised of this assessment so that they can factor 

this into their evaluation of audit evidence 

 

In the course of this audit we have identified circumstances that indicated an irregularity 

 

If yes provide a summary of additional procedures and action taken below. 
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The following audit procedures were completed to determine the impact of the irregularity on 

the financial report: 

 

The following actions were taken to advise management or the governing body of the 

irregularity: 
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AUDITOR-GENERAL OF PAKISTAN 

 
AUDIT PLANNING FILE 

 
ENVIRONMENTAL INTERNAL CONTROL QUESTIONNAIRE 

 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 

Check in box: Yes:   No: X   NA: NA  

Q. Controls Yes/No

NA 

Done 

By1: 

WP 

Ref2. 

A 

 

 

 

Control consciousness 

1. Is there clear management accountability for the establishment, 

and maintenance of appropriate and sufficient internal controls? 

2. Do employees have a clear understanding of their responsibilities 

and authorities? 

3. Is there an atmosphere of commitment and responsibility (ensuring 

that tasks are completed on time, low levels of errors and 

mistakes, flexible allocation of tasks, low absenteeism)? 

4. Are the controls being applied at all times (throughout the year, 

during staff shortages, for all situations / transactions)? 

5. Are there clear procedures and directives and are there 

management procedures to ensure they are complied with such as: 

a) Communication of what is acceptable/unacceptable behaviour; 

b) Employee evaluations that provide feedback on their 

performance; and 

c) Promotions and other rewards consistent with employee 

performance? 

 

By verbal enquiry and observation conclude on the breadth and depth 

of the controls in place and evaluate the overall level of control 

consciousness 

   

B 

 
Organisation 
1. Is the organisation of the entity clearly defined in terms of: 

a) Functions and delegated authority? 

b) Responsibility for decision making? 

c) Responsibility for establishing responsibilities? 

d) Segregation of duties? 

e) Rotation of officers in key control positions? 

f) Limitations on authority? 

2.  In particular, are the following operating functions performed 

independently of one another within the entity: 

a) Accounting and internal audit? 

b) Recording of receipts and collection of money? 

c) Approval/authorisation and issue of payment? 

   

                                                   
1 The name/initials of the auditor who undertook the work 
2 Cross referenced to the working papers that contain the details on which the auditor has formed an 

opinion about the controls. 
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d) Recording of expenditure and issue of payment? 

e) Recording of assets and safeguarding of assets? 

3.  Are segregation of duties maintained during staff absence  

  

By verbal enquiry and observation check that the above functions are 

actually performed independently. 

 

4.  Does the entity have a current organisation chart? 

5.  Does the entity maintain current job descriptions? 

 

Obtain a copy of the organisation chart, a list of the names of 

responsible officials, and a description of their authorities and 

responsibilities. Update the information base in the permanent file. 

 

C 

 
Competence of personnel 
1.  Do the procedures for selecting staff ensure that the staff selected 

for positions in the following key control areas are competent: 

a) Accounting; 

b) IT systems; 

c) Other areas responsible for internal controls; and 

d) Management? 

2.  Do staff in the following areas get adequate training: 

a) Accounting; 

b) IT systems; 

c) Other areas responsible for internal controls; and 

d) Management? 

3.   Do staff in the following areas have a clear understanding of the 

work and their responsibilities? 

a) Accounting; 

b) IT systems; 

c) Other areas responsible for internal controls; and 

d) Management? 

4.  Is the supervision of staff  in the following areas adequate to 

ensure that the internal controls are properly applied in the 

following areas: 

a) Accounting; 

b) IT systems; 

c) Other areas responsible for internal controls; and 

d) Management? 

5.  Are there procedures for assessing staff and providing feedback 

and rewarding good performance with regard to: 

a) Accounting; 

b) IT systems; 

c) Other areas responsible for internal controls; and 

d) Management? 

 

   

D 

 
Management policy and operating style 

1.  Are policies and procedures clearly written and communicated 

throughout applicable areas within the organisation? 

2.  Is there adequate computer information system documentation to: 

a) Determine the extent of computerisation in the entity? 

b) Understand the computer information system? 

c) Identify key controls in the computer information system 

{Segregation of duties (inputs, programming, data processing 
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and storage) / Physical access to terminals, hardware, etc / 

Access to files, data, etc. (via password controls, for 

example)}? 

 

Obtain a copy of the computer information system documentation and 

determine whether it contains the information noted above 

 

3.  Do the CGA/PAO meet frequently to: 

a) Update control policies & procedures? 

b) Review entity’s performance? 

c) Take appropriate action on performance reviews? 

 

Note the frequency of such meetings under each of the above activities 

and enquire about timeliness of these meetings. 

 

4.  Are the minutes of such meetings prepared and signed on a timely 

basis? 

 

Read minutes of meetings and make extracts of matters affecting 

presentation of financial information and other matters concerning 

operational activities, financial statements and budgets 

 

5.  Does PAO/FAO/DAO maintain adequate control over the entity’s 

day-to-day financial operations by: 

a) Preparing budgets and financial statements on timely basis? 

b) Reviewing the results on a monthly basis and analysing 

significant fluctuations? 

 

Enquire and discuss control procedures that are followed in the 

preparation and analysis of budgets and financial statements with the 

PAO/FAO/DAO and determine whether the budgets and financial 

statements contain any information or unusual and abnormal 

fluctuations that would affect the audit. 

 

6.  Does the PAO/FAO/DAO set performance indicators and 

benchmarks for planned performance? 

 

Assess the completeness of indicators/benchmarks by ensuring that all 

significant financial components, physical targets and reporting dates 

have been identified. 

 

7.  Has the CGA/PAO established planning and reporting systems 

that set forth the entity’s plan and the results of actual 

performance? 

 

8.  Does the planning and reporting system in place: 

a) Adequately identify variations from planned performance on a 

timely basis? 

b) Adequately communicate breaches from and weaknesses in 

the control system to the PAO/FAO/DAO? 

 

 

Review changes in key performance indicators and enquire about 

significant fluctuations and their impact on yearly financial statements 
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and review the reports on breaches and weaknesses and consider the 

impact of the findings on the scope of audit examination 

 

9.  Does the PAO/FAO/DAO: 

a) Adequately investigate variances on a timely basis? 

b) Take appropriate and timely corrective action? 

 

Review significant variances in monthly reports/financial statements 

and evaluate the actions taken. 

 

10.  Does the entity have established policies for developing and 

modifying accounting systems and control procedures? 

 

Review the policy document and assess whether the policies are 

adequate and consistent with the delegation of financial powers rules, 

and update the information base in the permanent file. 

 

E 

 
Management override 

1.  Are there potential dangers of management override that render 

controls inoperative? 

2.  Are there systems that record any situation where management 

override occurs? 

 

Evaluate the risk of management override that could occur without 

detection 

 

   

F 

 
Reporting 

1.  Are adequate management reports: 

a) Prepared regularly; 

b) On a timely basis; 

c) Distributed to the appropriate management; 

d) In appropriate level of detail for the different levels of 

management; 

e) Using proper cut-off procedures; and 

f) Reconciled to the accounting records? 

2.  Are management reports used to monitor financial and operational 

performance and check on the reliability of financial data through: 

a) Comparison with targets (budgets and operational goals); and 

b) Follow up on variation reports and unusual items? 

3.  Are actions taken in response to financial and performance 

reports? 

 

   

G 

 
Protection of assets and records 

1. Is there adequate physical security over: 

a) Cash; 

b) Valuable documents (cheques / securities / contracts); and 

c) Stocks and assets? 

2. Are there adequate methods to prevent unauthorised access to: 

a) Records (accounting records / employee files / tax records / 

confidential commercial information); 

b) Computer terminals; and 

c) Software controls and routines? 

3. Is there adequate physical protection of: 

a) Manual records; 
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b) Computer hardware and systems; and 

c) Computer back up records? 

4. Is there a written disaster recovery plan? 

5. Is there a records retention policy? 

6. Are key documents properly maintained (records of decision / 

minutes of meetings / supporting analysis for management 

decisions)? 

 

H 

 
Internal audit function 

1. Does the entity have an internal audit function? 

2. Does the internal audit function have an audit manual that describes 

objectives, procedures and guidelines for the conduct of internal 

audit at the federal, provincial and district levels? 

3. Are the internal auditors independent of the activities they audit? 

4. Do the internal auditors report directly to the PAO or any other 

senior official not directly involved in the day-to-day management 

activities? 

 

Obtain a copy of the internal audit manual, and assess its relevance, 

usefulness, and comprehensiveness. 

Obtain an organisation chart of the internal audit function and 

conclude as to whether it ensures independence of the internal audit 

function. 

 

5. Is the internal audit function adequately staffed in terms of: 

a) Number of employees? 

b) Training? 

c) Experience? 

 

Obtain a list of the current internal audit staff. For several of the key 

employees, obtain a summary of their employment history and the 

training that they have had over the previous 3 years.  

Obtain and review a few of the internal audit working papers and 

audit reports.  

Based on the above procedures, conclude as to the adequacy of the 

training and experience. 

 

6. Do the internal auditors review and document the internal control 

structure and perform tests of controls? 

7. If yes, review the internal audit file and obtain a copy of the 

document describing control structure and the nature, extent and 

timing of the audit testing. Assess the extent to which reliance can 

be placed on the work performed.  

8. Do the internal auditors perform substantive tests of the transactions 

and account balances? 

 

If the answer is “Yes”, review the internal audit file and consider the 

nature, extent and timing of the audit work performed. Assess the 

extent to which reliance can be placed on the work performed. 

 

9. Do the internal auditors render written reports on their findings and 

conclusions? 

10. If yes, are the reports submitted to the CGA / PAO / FAO / DAO? 
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Obtain a copy of the reports that would appear to be particularly 

relevant to the financial audit being performed. Consider the impact of 

the internal auditor’s findings on the scope of audit examination and 

the extent of reliance that can be placed on them. 

 

11. Does PAO/FAO/DAO take adequate and timely actions to correct 

conditions reported by the internal audit function? 

 

Review management’s response to the recommendations made by the 

internal auditors and the actions taken. 

 

12. Does the internal audit function follow up on corrective actions 

taken by management? 

 

Review the internal auditor’s assessment of the corrective actions 

taken, and consider the impact on the nature, extent and timing of our 

audit tests and procedures. 

 

 

Note: 
For all X must provide explanations/elaboration/implications 

For all  Working Papers should show what tests, data and analysis led the auditor to be 

satisfied that controls were satisfactory 
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AUDITOR-GENERAL OF PAKISTAN 
 
AUDIT PLANNING FILE 
 

INTERNAL CONTROL QUESTIONNAIRE–GENERAL COMPUTER 
CONTROLS 

 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 

Check in box: Yes:   No: X   NA: NA  

Q. Controls Yes/No

NA 

Done 

By3: 

WP 

Ref4. 

A 

 

 

 

 

 

 

 

 

 

 

 

Organisational and management controls 

1. Does the organisation of the CIS function provide for an 

adequate segregation of duties among the following functions to 

prevent the performance of incompatible functions: 

a) Initiating and authorising source documents? 

b) Accessing the system? 

c) Changing programs and data files? 

d) Using or distributing outputs? 

e) Modifying the operating system? 

2. Is there appropriate segregation of duties within the IT 

department? Consider: 

a) IT management? 

b) System analysis and programming? 

c) Technical support (system programming)? 

d) Database administration? 

e) Computer operations? 

f) Data control? 

g) File librarian? 

h) Data security? 

3. Do appropriate procedures exist relating to: 

a) Rotation of sensitive duties/shifts? 

b) Absences of key employees? 

c) Holiday/vacation arrangements? 

d) Termination of employment (e.g. immediate discharge, 

deletion of passwords, etc.)? 

4. Are system design standards and programming standards 

documented and enforced? 

 

By verbal enquiry, observation and a review of entity procedures 

manuals, check that: 

a) There is an adequate segregation of duties. 

b) There are appropriate system design standards and programme 

standards. 

   

                                                   
3 The name/initials of the auditor who undertook the work 
4 Cross referenced to the working papers that contain the details on which the auditor has formed an 

opinion about the controls. 
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c) The entity follows appropriate procedures with respect to 

absences, vacations, terminations and job rotations.  

B 

 
Physical controls 

1. Are there adequate physical controls over the peripherals? 

2. Are the backup data placed in a secured (fire proof) place? 

3. Are there special arrangements to cover physical access by outside 

contractors, maintenance engineers and cleaners? 

 

Through observation, ensure that the electronic data is physically 

secure. 

 

   

C 

 
Data access controls 

Is some access protection software in use?  

1. Are there password controls which: 

a) Identify authorised users? 

b) Restrict each user to a limited range of activities? 

c) Limit attempts to enter password? 

d) Give the time when the unauthorised access was attempted so 

that the person attempting such access may be identified? 

e) Limit simultaneous logins? 

2. Are there controls in place to ensure 

a) Password of adequate length? 

b) Regular change of password? 

c) Prohibition of use of similar password as used before? 

d) Passwords are stored in encrypted format? 

e) Change of password for vendor supplied user profiles? 

3. Are there procedures to ensure that: 

a) Written authorisation is required for addition, deletion and 

sharing of user profiles? 

b) Privileged users and authorities are controlled? 

c) User functions are assigned such that segregation of duties is 

enforced? 

d) Inactive terminals are deactivated/disconnected? 

e) Remote and incoming network access is controlled? 

4. Are there procedures to minimise the risk that unauthorised jobs are 

run? For example: 

a) Are supervisors employed on all shifts? 

b) Is a job schedule (operations checklist) prepared? 

c) Are operating instructions prepared for operators (e.g., 

operator response to console messages, response to job 

aborts)? 

d) Are unscheduled job run requests authorised before execution? 

e) If scheduling software is used do controls exist over access to 

the scheduling functions? 

f) Is there an audit trail for changes to the schedules, and it is 

reviewed? 

 

Through a review of entity manuals, enquiries and observations, 

ensure that appropriate password and other controls have been 

designed to limit access to the data. 

Through enquiry and observation, ensure that the controls are, in fact, 

being used. 
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D 

 
EDP safeguards 

1. Are there adequate measures to take regular backup of the data and 

system configuration files? 

2. Are there any recovery procedures for use of data in case of loss or 

destruction of data? 

3. Is there any provision for off site processing in the event of disaster? 

4. Are there controls that ensure the use of the correct version of 

offline tape or disk files? (These could include external labelling and 

dating, etc.) 

 

By verbal enquiry, observation and a review of entity procedures 

manuals, check to ensure that the above safeguards are in use. 

 

   

E 

 
Application systems development and maintenance controls 

1. Are there adequate controls over testing the conversion, 

implementation and documentation of new or revised application 

systems? 

2. Are there controls over changes to application systems? 

3. Are there controls over the acquisition of application systems from 

third parties? 

 

By verbal enquiry, observation and a review of entity procedures 

manuals, check to ensure that the above controls are in use. 

 

   

F 

 
COMPUTER OPERATION CONTROLS 
1. Are there controls to ensure that the systems are used for authorised 

purposes only? 

2. Is access to computer operations restricted to authorised personnel 

only? 

3. Are only authorised programs used? 

4. Are processing errors detected and corrected on a timely basis? 

 

By verbal enquiry, observation and a review of entity procedures 

manuals, check to ensure that the above controls are in use 

 

   

G SYSTEM SOFTWARE CONTROLS 
1. Are there adequate controls over authorisation, approval, testing, 

implementation and documentation of new systems software and 

systems software modifications? 

2. Is there any restriction on access to systems software and 

documentation? 

3. Is there any restriction on access to live data during the 

implementation of new systems software? 

 

By verbal enquiry, observation and a review of entity procedures 

manuals, check to ensure that the above safeguards are in use. 

 

   

H Contingency planning controls 

Are there procedures to ensure continued operation should a prolonged 

system failure or other disaster occur? In particular: 
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a) Has backup hardware been arranged and tested? 

b) Are there any provisions for offsite processing in the event of 

disaster? 

c) Do written emergency and business recovery procedures exist 

and have they been tested? 

d) Is the backup of important data and programme files 

maintained for a sufficient period of time? 

e) Are copies of files kept in remote storage? 

f) Are emergency power supplies available (e.g., UPS)? 

g) Is regular preventive maintenance being performed? 

h) Is there adequate insurance coverage? 

 

By verbal enquiry, observation and a review of entity procedures 

manuals, check to ensure that the above controls are in use. 

 

 

Note: 
For all X must provide explanations/elaboration/implications 

For all  Working Papers should show what tests, data and analysis led the auditor to be 

satisfied that controls were satisfactory 
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AUDITOR-GENERAL OF PAKISTAN 
 
AUDIT PLANNING FILE 
 

INTERNAL CONTROL QUESTIONNAIRE-APPLICATION CONTROLS 

 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 

Check in box: Yes:   No: X   NA: NA  

 

Q. Controls Yes/No

NA 

Done 

By5: 

WP 

Ref6. 

A 

 

 

 

 

 

 

 

 

 

 

 

Input Controls 

1. Is there any authorisation structure over transactions being entered 

into the system? 

2. Are there controls over incorrect or incomplete transactions 

entered? 

3. Are there controls over data input activities that:  
Prevent data from being entered twice (e.g., pre-numbering of hard 

copy, requirement to key in a unique identifier, etc.)? 

Ensure that all data is entered (e.g., pre-numbering of hard copy, 

requirement to key in a unique identifier, controls over rejected data, 

control totals etc.)? 

Reject a transaction when an invalid account code is entered? 

 

By verbal enquiry, observation and a review of entity procedures 

manuals, check to ensure that the above controls are in use. 

 

   

B 

 
Controls over processing and computer data files 

1. Are there adequate controls to ensure that transactions, including 

system generated transactions, are properly processed by the 

computer? 

2. Are there procedures in place to ensure that the transactions are not 

lost, added, duplicated or improperly changed? 

3. Are there procedures for identification and correction of processing 

errors on a timely basis? 

 

By verbal enquiry, observation and a review of entity procedures 

manuals, check to ensure that the above controls are in use. 

   

C 

 
Output controls 

1. Are there procedures in use to ensure that the results of processing 

are accurate (e.g., balancing to input, use of batch control totals)? 

2. Is there any restriction on access to output by other than the 

authorised personnel? 

3. Is output provided on a timely basis? 

   

                                                   
5 The name/initials of the auditor who undertook the work 
6 Cross referenced to the working papers that contain the details on which the auditor has formed an 

opinion about the controls. 
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By verbal enquiry, observation and a review of entity procedures 

manuals, check to ensure that the above controls are in use. 

 

D 

 
Programme change controls 
1. Are there procedures in use that provide for adequate control over 

the implementation of application program changes? 

2. Are the changes to application programs documented? 

3. Does the documentation include: 

a) Formal authorisation? 

b) Verification by user and CIS department? 

c) Checking the results of such changes? 

4. Are there adequate controls to prevent users from making 

unauthorised program changes? (These would include preventing 

users from having access to the source code for the program.) 

5. Are there procedures in use that restrict the users from making 

direct changes to data files? (These could include requiring users to 

key in an approved voucher or other document in order to update 

the data files.) 

6. Are there controls over access to special privilege utility program? 

7. Are separate test/production program/data libraries in use? 

Is access by programmers to production program libraries prevented 

(e.g., by using access control software or special library utility 

programs)? 

8. Is there adequate program and system testing (including the testing 

of the interaction between programs)? 

9. Have newly made programs adequately been tested by users (e.g., 

through the use of parallel runs or pilot tests)? 

 

By verbal enquiry, observation and a review of entity procedures 

manuals, check to ensure that: 

a) Program changes are reviewed and approved by supervisory 

programmers. 

b) Controls are implemented over the transfer of programs from 

test to production libraries. 

c) Source codes are recompiled by computer operators and not 

by programmers and analysts. 

d) Library management software is used to:  

Record and report changes made. 

Keep track of program version numbers. 

Encrypt sensitive programs. 

 

By verbal enquiry, observation and a review of entity procedures 

manuals, check to ensure that adequate controls exist to prevent users 

from accessing programs or data files without appropriate 

authorisation. 

 

    

E 

 
Controls over maintenance of programs 

Is there adequate control over maintenance of the programs? For 

example, are emergency “fixes” applied directly to production 

programs: 

a) Reported for review by supervisory programmers? 

b) Reported to user management for subsequent approval? 
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By verbal enquiry, observation and a review of entity procedures 

manuals, check to ensure that the above controls are in use. 

 

 

Note: 
For all X must provide explanations/elaboration/implications 

For all  Working Papers should show what tests, data and analysis led the auditor to be 

satisfied that controls were satisfactory 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 
 



  Planning File 47 

AUDITOR-GENERAL OF PAKISTAN 
 
AUDIT PLANNING FILE 
 

CONTROL RISK ASSESSMENT FORM  

 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 

Factor High Mod. Low 

1. Control Environment: 

A. Control consciousness  

B. Organization 

C. Competence of personnel 

D. Management Policy & operating style 

E. Management override 

F. Reporting 

G. Protection of Assets & Functions 

H. Internal Audit Function 

(from Environmental Internal Control Questionnaire) 

  

   

2. General Computer Controls 

A. Organization & Management 

B. Physical Controls 

C. Data access 

D. EDP Safeguards 

E. System software 

F. Application Development & Maintenance  

G. Operations 

H. Contingency planning 

(from Internal Control Questionnaire-General Computer 
Controls continued over....) 

 

   

3. Application Controls 

A. Organization & Management 

B. Processing & data 
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C. Output 

D. Program changes 

E. Program maintenance  

(from Internal Control Questionnaire-Application Controls) 

 

 

Control risk assessment for listed component(s), specific financial audit 
objective(s) and related compliance with authority objective(s). 

 

 

Control risk to be used on the audit for listed component(s), specific 
financial audit objective(s) and related compliance with authority 
objective(s). [This is the converse of the amount of assurance that the 
auditor wishes to achieve from his/her tests of internal control. The 
amount cannot be lower than the actual control risk.] 

 

 

 
Determined by: ______________________________ Date: ____________ 
 
 
Approved by:  ______________________________ Date: ____________ 
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Control Risk Assessment Form 
How to Use the Control Risk Assessment Form: 

 

1. Control risk is assessed for each audit objective for each component.  

2. The form calls for the auditor to assess various factors as “high”, “moderate” or “low” 

risk. After all of the factors are assessed, the auditor determines, using his/her 

professional judgment, the control risk for the audit objective being considered. In this 

respect, the normal guidelines are as follows: 

High control risk 80% 

Moderate control risk 50% 

Low control risk 20% 

3. The assessment for each audit objective is not necessarily an average of the assessments 

for each of the factors listed on the form. One of the factors may be much more 

significant than the other factors. 

4. The internal control questionnaires (ICQs) are completed at the planning stage to assist 

in the determination of control risk. The extent to which they would need to be completed 

is a matter of professional judgement. If the control environment and the control systems 

have not changed since the previous year, and if the auditor has tested these systems in 

the previous year, then the auditor may be able to assess control risk without completing 

the ICQs at the planning stage. If, on the other hand, there have been significant changes 

to the control environment and the control systems, then the auditor may need to 

complete the ICQs at the planning stage.  

5. Once the auditor assesses control risk for each audit objective for each component, 

he/she needs to consider whether it would be cost-effective to rely on the internal 

controls. The auditor records, on the last row of the form, the converse of the amount of 

assurance that he/she wishes to obtain from the internal control structure.  

6. While an assessment needs to be made for each specific audit objective for each 

component, the form permits the auditor to list more than one audit objective, and 

component on each form. This is because the auditor’s assessments of the various factors 

will likely be the same for several different objectives and components. 
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AUDITOR-GENERAL OF PAKISTAN 
 
AUDIT PLANNING FILE 
 

ANALYTICAL PROCEDURES ASSURANCE FORM  

 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 

 

Component(s): ______________________ 

______________________ 

______________________ 

______________________ 

Audit objective(s)  ______________________ 

______________________ 

______________________ 

______________________ 

______________________ 

______________________ 

 
CIRCLE PROCEDURE TYPE:  CA PA SA OVP 

 

 

CA  =  Comparative analysis 

 

PA  =  Predictive analysis 

 

SA  =  Statistical analysis 

 

OVP =  Overall verification procedure 

 

 

 
Describe Procedure: 
(e.g. compare component  value with previous year) 
 
 
 
 
 
 
Describe expected result: 
(e.g. this year = last year +/- 10%) 
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AUDITOR-GENERAL OF PAKISTAN 
 
AUDIT PLANNING FILE 
 

ANALYTICAL PROCEDURES ASSURANCE FORM (CONT)  

 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 
 

FACTORS TO BE CONSIDERED: 

 

I) Threshold amount to be used:  Assurance To Be Gained 

Percentage of planned precision used 
for identifying significant fluctuations 

Low HIGH 

High LOW 

 

II) Quality of the relationship: Assurance To Be Gained 

Simplicity of the relationship 
Simple HIGH 

Complex LOW 

Plausibility of the relationship 

Moderate to 
High 

HIGH 

None No assurance warranted 

Relevance of the relationship to the 
specific financial audit objective or 
related compliance with authority 
objective 

Moderate to 
High 

HIGH 

None No assurance warranted 

Consistency of the relationship 
High HIGH 

Low LOW 

 

III) Quality of the data  Assurance To Be Gained 

Completeness and accuracy of the 
data used 

Complete/ 
Accurate 

HIGH 

Incomplete/ 
Inaccurate 

No assurance warranted 

Independence of the data used  Independent HIGH 
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Not 
independent 

No assurance warranted 

Level of data aggregation 

Disaggregated HIGH 

Highly 
Aggregated 

LOW 

Measurement frequency and 
number of periods of data used 

Frequent HIGH 

Infrequent LOW 

  
 

Normal assurance ranges: CA PA SA OVP 

Normal range of assurance 
obtainable from this type of 
procedure 

Maximum 30 50 70 90 

Minimum 0 0 0 0 

 

Assurance from this procedure for listed 
component(s), financial audit objective(s) and 
related compliance with authority objective(s) 

    

 

Risk from this procedure for listed component(s), 
specific financial audit objective(s) and related 
compliance with authority objective(s)  

(100% – assurance) 

    

 
 
Determined by: ______________________________ Date: ____________ 
 
 
Approved by:  ______________________________ Date: ____________ 
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Analytical Procedures Assurance Form 
How to Use the Analytical Procedures Assurance Form  
 

The form is to guide the auditor in assessing the amount of assurance that can be obtained 

from applying a particular analytical procedure. The following points should be noted when 

completing the worksheet: 

1. The amount of assurance needs to be assessed for each financial audit objective and each 

related compliance with authority objective for each component.  

2. The auditor first notes the category of analytical procedure that he/she intends to use – 

comparative analysis, predictive analysis, etc. 

For example, if the auditor intends to use comparative analysis, the auditor would circle 

the “CA” at the top of the form, and complete the rest of the rows in that column. 

3. The auditor then evaluates each factor as to whether, for the chosen procedure, the factor 

indicates a higher level of assurance (H) or a lower level of assurance (L). The auditor 

should circle the appropriate letter.  

For example, if the auditor intends to use annual data and only compare the data to the 

previous year, the auditor would circle the “L” in the “Infrequent” row for 

“Measurement frequency and number of periods of data used”. If, the other hand, the 

auditor intends to use monthly data and do the comparison using the two previous years’ 

data, the auditor could circle the “H” in the “Frequent” row for “Measurement 

frequency and number of periods of data used”.  

4. After all the factors are evaluated, the auditor determines, using his/her professional 

judgment, the amount of assurance to be obtained for the specific financial audit 

objective or related compliance with authority objective being considered.  

5. The assessment for each audit objective is not necessarily an average of the assessments 

for each of the factors listed on the form. For the specific financial audit objective or 

related compliance with authority objective being considered, one of the factors may be 

much more significant than the other factors. For example, if the relationship is not 

considered plausible, then no assurance is warranted from the analytical procedure.  

6. The form permits the auditor to list more than one audit objective, and/or component on 

each form. This is because the auditor’s assessments of the various factors will likely be 

the same for several different objectives and components. 
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AUDITOR-GENERAL OF PAKISTAN 
 
AUDIT PLANNING FILE 
 

SOURCE OF AUDIT ASSURANCE FORM  

 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 

Component(s): ______________________ 

______________________ 

______________________ 

______________________ 

Specific financial 
audit objective(s) and 
related compliance 
with authority 
objective(s): 

______________________ 

______________________ 

______________________ 

______________________ 

______________________ 

______________________ 

 

Risk Category 
Applicable 
Risk Factor 

Inherent Risk (IR) (from Inherent Risk Assessment Form)  

Control Risk (CR) (from Control Risk Assessment Form)  

Other Substantive Procedures Risk (OSPR) (based on Analytical 
Procedures Assurance Form) 

 

Resulting Substantive Tests of Details Risk (STDR).   

 

Audit Risk (AR) (from Audit Risk Assessment Form)  

 

IR x CR x OSPR x STDR (should be equal to AR)  

 

 

 
Determined by: _____________________________  Date:  ____________ 
 
 
Approved by:  _____________________________  Date:  ____________ 
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Source of Audit Assurance Form 
 

How to Use the Source of Audit Assurance Form 

 

This form is to guide the auditor in determining the sources of audit assurance to be used for 

each  audit objective for each component.  

The following points should be noted: 

1. The amount to be inserted for Audit Risk (AR) should be the amount determined from the 

Audit Risk Assessment Form. The same risk is used all for components and all audit 

objectives. 

2. The amount to be inserted for Inherent Risk (IR) should be the amount determined from 

the applicable Inherent Risk Assessment Form.  

3. The amount to be inserted for Control Risk (CR) should be the amount determined from 

the applicable Control Risk Assessment Form.  

4. The amount to be inserted for Other Substantive Procedures Risk (OSPR) should be the 

amount determined from the Analytical Procedures Assurance Form. 

5. The amount to be inserted for Substantive Tests of Details Risk (STDR) can be calculated 

using the following formula: 

STDR  =             AR           . 

    IR x CR x OSPR 

6.  The auditor should review the result and amend the risks if he/she believes that the 

sources of assurance, as determined by the above, are not the most cost-effective for the 

audit objective being considered. For example, the resulting STDR determined in Point 5 

may be very high, and the auditor may have determined that reliance on internal controls 

for the specific financial audit objective or related compliance with authority objective 

being considered is not as cost-effective as substantive test of details. The auditor may 

then decide to increase control risk and decrease STDR for the specific objective being 

considered. 

7. While the assessments in Points 1 to 5 will have been made for each audit objective for 

each component, the form permits the auditor to list more than one audit objective, 

and/or component on each form. This is because the auditor’s assessments of the various 

risks will likely be the same for several different objectives and components. 
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AUDITOR-GENERAL OF PAKISTAN 
 
AUDIT PLANNING FILE 
 
COMPLIANCE CHECKLIST 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

LIST OF APPLICABLE LAWS AND REGULATIONS 

 

Law / Regulation Reference to General 

Compliance Checklist 
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AUDITOR-GENERAL OF PAKISTAN 
 
AUDIT PLANNING FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 

SAMPLE SELECTION CHECKLIST 

 

TYPE OF SAMPLE SAMPLE 
SELECTED 

DATE: 

 
High Value Items 
 
 
 
 
 
 
 
 
Key Items 
 
 
 
 
 
 
 
 
Tests of Internal Control 
 
 
 
 
 
 
 
 
Substantive Tests of Details 
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AUDITOR-GENERAL OF PAKISTAN 
 
AUDIT PLANNING FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 

HIGH VALUE ITEMS SELECTION FORM 

 
The auditor should determine on what basis an individual item will be considered to have 
a “high value”. Then the auditor should select items meeting the chosen criteria. 
 

 Items over a selected value (state value)   Rs._____________ 
 

 Items exceeding selected percentage of population  
value (state percentage)             ____________% 

 

 Other (describe) _______________________________________________ 
 
_______________________________________________ 

 

    __________________________________________________ 

 
List items meeting selection criteria: 

 
1. 
 
2. 
 
3. 
 
4. 
 
5. 
 
6. 
 
7. 
 
8. 
 
9. 
 
10. 

Working paper Reference 

 
Done by:       Date: 
 
Verified by:       Date: 
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AUDITOR-GENERAL OF PAKISTAN 
 
AUDIT PLANNING FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 

KEY ITEMS SELECTION FORM 

 
The auditor should review the entity’s trial balance and financial statements to identify 
key items for substantive tests of details. 
 

 Unusual or non-recurring transactions identified by entity management  
 

 Items with negative value (e.g. asset accounts with credit values, liability 
accounts with debit values, etc) 

 

 Other (describe) _______________________________________________ 
 

_______________________________________________ 
 

    _______________________________________________ 
 
List items meeting selection criteria: 

 
1. 
 
2. 
 
3. 
 
4. 
 
5. 
 
6. 
 
7. 
 
8. 
 
9. 
 
10. 

Working Paper Reference 

 
Done by:        Date: 
 
Verified by:        Date: 
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AUDITOR-GENERAL OF PAKISTAN 
 
AUDIT PLANNING FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 

SAMPLE SIZING FOR TESTS OF INTERNAL CONTROL 

 
AUDIT COMPONENT: 
 

1. Confidence level (from Audit Risk Assessment form)  __________% 
 
2. Number of deviations to be permitted (this is set by the auditor as the number of 

deviations permitted before the transaction is considered to be in error)  
         ___________ 

 
3. Confidence factor (from table below, based on 1 and 2)  ___________ 

 
4. Upper error limit (maximum tolerable deviation rate) expressed  

as decimal ( this is set by the auditor as the maximum rate  
of control failure which can be tolerated)    ___________ 
       

5. Sample size (calculated as 3 / 4)     ___________ 
 

 
Confidence    Number of Deviations   

 
      Level (%)  0  1  2  3  4  

 
 99.0  4.61  6.64  8.41  10.05  11.61 

 

 97.5  3.69  5.57  7.22  8.76  10.23 

 

 95.0  4.75  4.75  6.30  7.76  9.16 

 

 90.0  2.30  3.89  5.32  6.68  7.99 

 

 85.0  1.90  3.38  4.73  6.02  7.27 

 

 80.0  1.61  3.00  4.29  5.53  6.74 

 

 75.0  1.39  2.70  3.93  5.11  6.28 

 

 70.0 or less 1.21  2.44  3.62  4.76  5.89 

 

 
Prepared by:       Date: 
 
Reviewed by:       Date: 
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AUDITOR-GENERAL OF PAKISTAN 
 
AUDIT PLANNING FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 

SAMPLE SIZING FOR SUBSTANTIVE TESTS OF DETAILS  

 
BASIC PRECISION (BP) 

1. Confidence level for test (%) = 1 – STDR (from source of Audit Assurance Form) 
___________ 
 

2. Precision gap widening (PGW) factor (from table below)  ___________ 
 
3. Materiality (from Materiality Assessment Form)   ___________ 

 
4. Expected aggregate error (from Expected Aggregate  

 
Error & Planned Precision Form)     ___________ 

 
5. Planned Precision(from Expected Aggregate Error & 

 Planned Precision Form)      ___________ 
 

6. PGW [4 x 2]        ___________ 
 

7. Basic Precision [ 5 – 6]      ___________ 
  

AVERAGE SAMPLING INTERVAL (ASI) 

 
8. Basic precision factor (from table below, based on confidence level on line 1) 

___________ 

 
9. Average sampling interval [7 / 8]      ___________ 
 
ESTIMATED SAMPLE SIZE 
 
10. Population value        ___________ 
 
11. Sample size [10 / 9]       ___________ 

 
 

BASIC PRECISION AND PRECISION GAP WIDENING (PGW) FACTORS 

70%or less 75% 80% 85% CONFIDENCE LEVEL 90% 95% 97.5% 99% 

1.21 1.39 1.61 1.90 BASIC PRECISION FACTORS 2.30 3.00 3.69 4.61 

.24 .31 .39 .48 PGW FACTORS .59 .75 .88 1.03 

 
Prepared by:       Date: 
Reviewed by:       Date: 
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AUDITOR-GENERAL OF PAKISTAN 
 
AUDIT PLANNING FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 

 

CHECKLIST OF ACCOUNTING ESTIMATES TO BE REVIEWED 

 

 
Accounting estimates include items such as allowance for doubtful receivables, write 
down of inventory for obsolescence, contingent liabilities etc. Use this form to list the 
Accounting Estimates in this component to be reviewed in this audit. 
 
List of accounting estimates to review: 
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AUDITOR-GENERAL OF PAKISTAN 

 
AUDIT PLANNING FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 

POINTS FOR ATTENTION AT NEXT AUDIT    

 
Name of Entity/Organisation:  _____________________ 

Financial Year:    ____________  

 

Point 
No. 

Narration 
File 
Ref. 

Subsequent 
Action/Clearance 

 

 
 

Audit Team Leader:      Date: 

Director Audit:       Date: 

D.G. Audit:       Date: 

 
 
 

 

 

   



  Planning File 64 

Points for Attention at Next Audit 
 

The purpose of this schedule is to highlight matters that should be taken into account when 

planning the next year’s audit. The auditor should record expected developments in the 

entity’s activities that may require changes in the audit planning, such as: 

 Changes to the entity’s organisational structure, particularly those that affect the 

accounting process; 

 Changes made to the control environment and control systems, such as changes to reflect 

the New Accounting Model and the installation of new computer information system 

applications; 

 Changes to accounting policies; and 

 Changes to reporting requirements. 

 

This schedule can also be used to document practical suggestions for changes to the next 

year’s audit. All audit staff are encouraged to suggest improvements in the audit plan and 

procedures. Suggestions might relate to: 

 Sources of audit assurance (for example, increased or decreased reliance on internal 

controls); 

 Specific audit procedures; 

 Specific documents to examine, or the source of the specific documents; 

 Changes in the audit timetable; and 

 Work that the internal auditors or the entity’s accounting personnel could perform that 

could help the audit team and reduce audit time; 

 

This schedule should be reviewed and written up as the audit proceeds to ensure that all 

relevant points are noted promptly. 
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AUDITOR-GENERAL OF PAKISTAN 
 
AUDIT PLANNING FILE 

 

AUDIT PLANNING CHECKLIST 

 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

Audit planning primarily involves the application of professional judgment. Although, it 

cannot be reduced to following a list of predefined steps, this checklist has been developed to 

guide the auditor in his/her consideration of the relevant factors and to document the 

decisions made. 

 

All “No” or “N/A” answers should be explained. 

 

The Director should complete the Audit Planning Checklist each year. 

 

The Director General and the Deputy Auditor General should sign the Audit Planning 

Checklist as evidence of their review and approval.  

 

Description Yes/No/ 
N/A 

W/P  
Ref. 

Information gathering: 

1. Have we obtained all the information required to plan the 
audit? (Consider the information called for in the 
Permanent File and in other sections of the Planning 
File.) 

2. Have we reviewed the previous year’s working paper 
files, with particular attention to: 

(a) the Points for Attention at Next Audit? 

(b) unresolved audit observations from previous years? 

(c) problems encountered during the previous year’s audit? 

(d) other matters of note in the Planning File or the 
Permanent File? 

3. Have we performed an overall review for 
reasonableness on the most recent set of interim 
financial statements?  

  

Overall audit objectives and overall audit scope: 

1. Have we discussed with entity’s officials any specific areas 
of concern that they may have and that they would like 
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Description Yes/No/ 
N/A 

W/P  
Ref. 

included in this year’s examination (critical financial 
statement components, accounting areas, etc.)? 

2. Have we ensured that all of the financial audit work for this 
entity that has been included in the Department’s annual 
plan has been dealt with in this audit plan? 

3. Have we considered whether it would be cost-effective to 
perform, at the same time, other audit work for this entity 
that has been included in the Department’s annual plan? 

4. If the entity has received or sent instructions from or to 
another government entity, have we received a copy of the 
instructions and given full consideration to them in 
developing the audit plan? 

5. Have the implications of new accounting policies, such as 
those included in the New Accounting Model (NAM), and 
changes in auditing conventions, laws, and regulations 
been considered? 

6. Have areas in which entity’s staff, including internal audit 
staff, can make our work more efficient and effective been 
considered? 

7. Is an up-to-date entity communication letter on file? 

Understanding of entity’s business: 

1. Has sufficient work been performed to update the 
information base on: 

(a) the entity’s strategic plans? 

(b) the users of the entity’s services? 

(c) the legislative authorities affecting the entity’s 
operations? 

(d) inter-government relationships affecting the entity? 

(e) organisational structure (use of departments, agencies, 
divisions, operating locations, etc.)? 

(f) nature of the entity’s activities? 

(g) the size of the entity (total revenue and expenditures, 
for example)? 

(h) budget allocations? 

(i) the types of transactions and documents that the entity 
has? 
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Description Yes/No/ 
N/A 

W/P  
Ref. 

(j) the accounting systems in place? 

(k) accounting principles and practices? 

(l) labour relations and work force? 

2. If the entity uses computers for accounting purposes, have 
we considered the implications for our work, such as: 

(a) the need for, and the most effective use of, a computer 
audit specialist? 

(b) the effective use of CAATs and audit management 
techniques/software? 

3. Have the Permanent File and the Planning File been 
updated to reflect our current understanding of the entity’s 
business and the implications thereof on our audit? 

Materiality and expected aggregate error: 

1. Has the Materiality Assessment Form been completed?  

2. Has the Expected Aggregate Error and Planned Precision 
Form been completed? 

  

Audit risk: 

1. Has the Audit Risk Assessment Form been completed? 
  

Understanding of internal control structure: 

1. Have we obtained a sufficient knowledge of the internal 
control structure to: 

(a) assess control risk? 

(b) determine the cost-effectiveness of relying on specific 
internal controls? 

  

Significant components: 

1. Have we considered all of the various groupings in the 
financial statements to ensure that: 

(a) our audit work will provide us with sufficient assurance 
with respect to all of the amounts recorded in the 
financial statements? 

(b) the groupings that we are using for components result 
in the most cost-effective groupings to plan, perform 
and evaluate the audit work? 
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Description Yes/No/ 
N/A 

W/P  
Ref. 

2. Have we identified individually significant transactions and 
events that should be treated as separate components? 

3. Have we considered related components and transaction 
cycles when considering sources of audit assurance? 

4. Have we updated the “Significant Financial Statement 
Components” portion of the “Understanding of Entity’s 
Business – Entity’s Audit Profile” form in the Permanent File? 

Specific audit objectives, related compliance with authority 
objectives and error conditions: 

1. Have we identified and documented specific financial audit 
objectives for each significant component? 

2. Have we identified and documented all related compliance 
with authority objectives for each significant component? 

3. For each specific financial audit objective and related 
compliance with authority objective, have we considered all 
error conditions that could have: 

(a) a significant risk of occurring; and 

(b) a relatively large impact on the financial statements? 

  

Inherent risk and control risk: 

1. Has the Inherent Risk Assessment Form been completed for 
each of the significant components and for each of the 
specific financial audit objectives and related compliance 
with authority objectives? 

2. Has the Control Risk Assessment Form been completed for 
each of the significant components and for each of the 
specific financial audit objectives and related compliance 
with authority objectives? 

  

Analytical procedures: 

1. Has the “Planning” portion of the Analytical Procedures 
Design Checklist been completed? 

2. Has the Analytical Procedures Assurance Form been 
completed? 

  

Sources of assurance: 

1. Have we considered the available sources of audit evidence 
relating to each specific financial audit objective and each 
related compliance with authority objective? 
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Description Yes/No/ 
N/A 

W/P  
Ref. 

2. Has the Source of Assurance Form been completed for each 
significant component and for each specific financial audit 
objective and related compliance with authority objective? 

3. If the sources of assurance include tests of internal control, 
have we: 

(a) identified and documented key controls on which we 
intend to rely? 

(b) documented in the audit planning memorandum or the 
tailored audit programmes, specific instructions on the 
size of the samples required and the sampling methods 
to  use? 

4. If the sources of assurance include substantive tests of 
details, do the audit planning memorandum and/or or tailored 
audit programmes include specific instructions on the size of 
the samples required and the sampling methods to be used?  

5. Have we considered the potential for relying on the work of 
the internal audit function? 

6. Does the audit plan aim to achieve the most efficient and 
effective sources of audit assurance?  

Audit administration: 

1. Have detailed staffing requirements been determined based 
on the audit approach and the sources of assurance to be 
used? 

2. If specialists are to be used, have they been contacted to 
confirm their role and availability?  

3. Has an overall time budget been prepared, and has the 
budget been allocated to the staff assigned to the work? 

4. Have all important dates been determined? 

5. Has a request for information from entity officials been 
submitted to the officials? 

6. Have all important dates been discussed with entity officials 
to ensure that they to produce all of the required financial 
statements, lead schedules and other documents in time for 
the audit?  

  

Documentation: 

1. Is the Permanent File complete and up-to-date? 

2. Have all required sections of the planning file been 

  



  Planning File 70 

Description Yes/No/ 
N/A 

W/P  
Ref. 

completed and properly approved? 

3. Have the Internal Control Questionnaires (ICQs) been 
competed to the extent required to plan the audit? 

4. Has the Audit Planning Memorandum been drafted, 
highlighting major planning considerations and decisions? 

5. Have tailored audit programmes been prepared for all 
significant financial statement components? 

6. Do the audit programmes include, for all significant 
components: 

(a) procedures designed to provide sufficient assurance 
with respect to all significant error conditions for each 
specific financial audit objective and related compliance 
with authority objective? 

(b) appropriate follow up/bridging work when: 

 substantive audit testing of asset and liability 
components is to be performed in advance of the 
year-end (for example, a stock observation/count 
done in advance of the year end)? 

 key internal controls are to be tested at the interim 
visit? 

Audit Plan prepared: ______________________  Director Audit 

Audit Plan reviewed:  ______________________  Director General Audit 

Audit Plan approved: _______________________  Deputy Auditor General 
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AUDITOR-GENERAL OF PAKISTAN 
AUDIT WORKING PAPER FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 
AUDIT WORKING PAPER FILE CHECKLIST 

 

Main 

Reference 

Supporting 

Schedules 
 

Done by: Date: 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Financial statements cross-referenced 

to trial balance or lead schedules 

(from entity management) 

Trial balance (from entity 

management) 

Minutes of meetings with client 

Inter-government accounts to be 

eliminated ( from entity management) 

Summary of Analytical Procedures 

Performed 

Details of Analytical Review 

Procedures Performed 

Internal Control Questionnaire (ICQ) 

Checklist 

Internal Control Deviations Form 

Internal Control Deviations Summary 

Compliance Summary 

Substantive Tests of Accounting 

Estimates 

Errors in Accounting Estimates 

Substantive Test Sample Summary 

Substantive Test of High Value/Key 

Items-Summary 

Details of Errors in Samples, High 

Value Items and Key Item 
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AUDITOR-GENERAL OF PAKISTAN 
AUDIT WORKING PAPER FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 
 
SUMMARY OF ANALYTICAL PROCEDURES PERFORMED 
 
 
 

  
Analytical Procedures Performed 
 

 
Working Paper Reference 

 
 

Comparative 
Analysis 

 
1.  
 
 

 
 
 

 

 

 
 

Predictive  
Analysis 

 
1.  
 
2.  

 
3.  
 

 

 
 

Statistical  
Analysis 

 
1.  
 
2.  
 
3.  

 

 

 
 

Overall Verification 
Analysis 

 
1.  
 
2.  

 
3.  
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AUDITOR-GENERAL OF PAKISTAN 
AUDIT WORKING PAPER FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 
 
DETAILS OF ANALYTICAL REVIEW PROCEDURES PERFORMED 
(1 sheet for each Analytical Review Procedure performed during the audit) 
 
 
 
1. Indicate type of test (Comparative Analysis, Predictive Analysis, Statistical Analysis 

or Overall Verification Procedure) 
 
 
 
 
 
2. Describe procedure 
 
 
 
 
 
 
3. Document data used, calculations performed and results achieved. 
 
 
 
 
 
 
4. Document auditor’s conclusion 
 
 
 
 
 
 
5. Describe any impact on the Audit Plan 

 
 
 

 
Performed by:       Date: 
 
Reviewed by:       Date: 
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AUDITOR-GENERAL OF PAKISTAN 
AUDIT WORKING PAPER FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 
INTERNAL CONTROL QUESTIONNARE (ICQ) CHECKLIST 
Using the list below, indicate (a) whether the ICQ applies to this component, (b) if the ICQ 
applies, whether it has been included in this audit. Add to the list any additional ICQs that have 

been developed and used for this audit. File completed ICQs behind this form. 

 

ICQ Applicable (Y/N) Used in this audit? (Y/N) 

Payroll   

Goods & Services   

Contracting   

Projects   

Receipts   

Income tax   

Sales Tax   

Customs & Excise Tax   

Investment income   

Debt   

Cash   

Pensions   

Major Assets   

Stores & Inventory   

Investments   

Grants-in-aid and 

Contributions 

  

Manufacturing Operations   

Land & building management 
  

Inter-entity transfers   

General Provident Fund   

Budgeting & Expenditure 

Controls 

  

 
 
Verified by:       Date: 
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AUDITOR-GENERAL OF PAKISTAN 
AUDIT WORKING PAPER FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

Payroll Internal Control Questionnaire 
 

Key Control Questions: 

A. Is there adequate separation of duties? 

B. Are employee files properly maintained and up-to-date and are any changes to 

employee status promptly communicated to pay section? 

C. Are there controls to prevent or detect payments being made in error (employee left / 

changed status / not a bone-fide employee)? 

D. Are there adequate controls over computations of salaries and wages and deductions? 

E. Are there controls to ensure payments have been properly authorised? 

F. Are transmittal of direct credit / distribution of cheques / cash properly controlled? 

G. Are there controls to ensure deductions are aggregated and filed/transmitted in an 

accurate and timely manner? 

H. Are there controls to ensure payments are properly recorded? 

 

Check in box: Yes:   No: X   NA: NA (not applicable) 

Q. Controls Yes/No 

NA 

Done 

By: 

WP 

Ref. 

A 

 
 

 

Is there adequate separation of duties? 

1. Are there separate authorities for approving changes to 
employee status / maintaining employee records / making 

calculations and specifying pay / authorising payment / 

distributing cheques or cash? 
 

By verbal enquiry, observation and/or walkthroughs, check that 

the above functions are carried out by separate individuals or 
where these are not separate determine whether this is 

reasonable (such as too small an organisation to efficiently and 

effectively separate these functions)  

 

   

B 

 
Are employee files properly maintained and up-to-date and are 

any changes to employee status promptly communicated to pay 

section? 
1. Is there sufficient control over access to employee files? 

2. Is there a system to ensure proper authorisation of changes to 

employee status, pay rates and information on employee files 

(such as bank account , address , etc. )  
3. Are there controls to ensure changes to information on 

employee status are communicated promptly and accurately to 

pay section? 
 

By verbal enquiry, observation and/or walkthroughs, check that 

the above controls are in place (such as control over pass words 

for electronic access to files / limited availability of keys for filing 
cabinets / proper controls for authorising and approving changes 
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to data on Payroll Register). 
 

Check for a sample of changes to employee status the dates of: 

change in employee status / recording of change on employee 

record / communication of such change(s) to pay section.  

C Are there controls to prevent or detect payments being made in 

error (employee left / changed status / not a bona-fide 

employee)? 

1. Are the identities of payees checked against an up-to-date list 
of employees before each pay run (or at least are the total 

numbers reconciled)? 

2. Is the personnel area required to vouch that the list of 
employees has not changed since the previous pay date (or if 

there have been changes to list them)? – This is a check in the 

form of a confirmation that the pay section has been kept up to 
date on changes in employee status 

3. Are there checks by supervisors (especially over the work of 

any new payroll clerks) that employee updates are included in 

calculation of pay and rules are being followed? 
4. Is the function of “post audit” being carried out by a team of 

supervisory officers/staff of the accounts office not related to 

the payroll section (checking vouchers for regularity and 
accuracy)?  

 

By verbal enquiry, observation and/or walkthroughs, check that 
the above controls are in place (such as appropriate 

communications/assurances from personnel area that the 

employee status information is correct for period covered by 

payroll run / examine employee files for any communications of 
feedback on late pay, errors in pay {note: employees are only 

likely to report errors of insufficient pay – no assurance that over 

payments have not been made}). 
 

Check a sample of changes to employee status to ensure that 

these changes have been incorporated in the pay list. 

   

D 
 

Are there adequate controls over computations of salaries and 

wages, and deductions? 

1. Do personnel in pay section get notified promptly of changes 

in rules and rates regarding salary and wages? (See also 
question B3) 

2. Are employees in the pay section experienced and/or properly 

trained on rules and methods for calculating pay and 

deductions? 
3. Where pay calculations are done by computer, is the process 

completely understood by operators and what checks are there 

to ensure the correct inputs are made to the system and the 
outputs are reliable? 

4. Is there an independent check of calculations (such as by a 

supervisor) to pick up any errors? 
5. Are records kept of late payment of salaries/wages due to being 

unable to process on time (with reasons for delay – such as 

insufficient information to complete calculations)? 

6. Are notifications to employees properly provided on Payslip / 
Monthly Salary Statement? (A sample of employees could be 
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contacted to determine whether they do in fact receive their 
Monthly Salary Statement and receive a Payslip any time their 

pay situation changes) 

7. Is there a file kept of all communications from employees 

about errors or enquiries relating to pay received? 
 

By verbal enquiry, observation and/or walkthroughs, check that 

the above controls are in place (such as supervisory activities / 
information on training / any guidelines on upper limits on 

individual payments / listings of errors, omissions, corrections). 

 

Check  a sample of changes to employee status to ensure that 
these changes have been incorporated in the pay calculations. 

E 

 
Are there controls to ensure payments properly authorised? 

1. Are there appropriate written authorisations obtained from 
employees for direct deposit (form 4X: Direct Credit 

Application), and pay deductions (GP Fund / Income tax / 

Other payroll deductions)? 

2. Is there a proper process for authorising a “delegated officer” 
to authorise payments within the Payroll Section?  

3. Are there proper authorisations for the update of Establishment 

Register / Payroll Register? 
4. Is there a formal statement in writing that the supervising 

payroll officer has examined the monthly schedule of 

employees’ salaries and is satisfied as to its correctness? 
5. Is there a system of recording that the supervising payroll 

officer has, as required: 

 Checked that all amendments to payroll are accurate and 

there are no unauthorised amendments 

 Compared current month payroll to last month payroll 

and reviewed any exceptions 

 Compared manual payroll to computer payroll to ensure 
that no employee is paid twice 

6. Does the supervising payroll officer check that the correct 

coding has been used? 
 

By verbal enquiry, observation and/or walkthroughs, check that 

the above controls are in place (including documentation of 
delegation of authority / supervisory sign offs) 

 

Obtain a list of adjustments made to following month’s salary 

payment because of previous error in salary payment – if no such 
list exists, by scanning a series of payments, select a sample of 

adjustments and determine causes of errors that led to such 

adjustments – and if possible identify control weaknesses. 

   

F 

 

 

Is transmittal of direct credit / distribution of cheques / cash 

properly controlled? 

1. Is the computer printout of payroll sent to DDOs before issuing 

payment order on 1st of next month? 
2. Are payrolls approved in writing by the DDO before issuance 

of cheques / transmittal of direct credit to officers and officials 

at Grade V and above? 
3. Are payrolls approved in writing by the DDO before issuance 

of cash to those below Grade V? 
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4. Is net pay distributed by persons who are independent of 
payroll preparation, attendance/time-keeping, and cheque 

preparation functions? 

5. For payroll paid in cash, are receipts received from recipients 

of pay (and a revenue stamp affixed)? 
6. Is there an independent check that the cash distributed by the 

DDO equals the cheque issue d for such purpose and equals 

the sum of the calculated net pay due (correcting for any 
uncollected / undistributed cash)? 

 

By verbal enquiry, observation and/or walkthroughs, check that 

the above controls are in place (such as reviewing written 
approvals, attending pay distribution to those employees 

receiving pay in cash). 

G Are there controls to ensure deductions are aggregated and 

filed/transmitted in an accurate and timely manner? 

1. In a computerised system, is the aggregation and posting 

performed automatically? 

2. In a manual system is there an appropriate system for entering 
each employee’s deductions, for each item of deduction, onto 

the appropriate record sheets and summing them, checking the 

accuracy and completeness and entering the aggregated figures 
to the appropriate account / for cheque issue (or other means 

of payment)? 

3. Is there confirmation, through computer system or for manual 
system, of the transfer of deduction payments in a timely 

manner? 

4. Are there regular reconciliations of bank account to ledger to 

summaries of payroll transactions? 
 

Review the manual/computer system(s) to assure that the 

appropriate steps are carried out, ensuring adequate controls are 
in place 

 

For a manual system: by verbal enquiry, observation and/or 

walkthroughs, check that the above controls are being applied 

   

H 

 

 

Are there controls to ensure payments are properly recorded? 

1. Does the supervisor of the payroll section make periodic 

checks and calculations to determine that the total payroll run 
is correctly recorded in the General Ledger under the 

appropriate Object codes (A01 and sub-levels)? 

2. Is there regular reconciliation of bank account to ledger to 

summaries of payroll transactions? 
3. Is there regular reconciliation and clearance of suspense 

accounts? 

 
Review the manual/computer system(s) to assure that the 

appropriate steps are carried out, ensuring adequate controls are 

in place 
 

For a manual system: by verbal enquiry, observation and/or 

walkthroughs, check that the above controls are being applied 

During substantive testing, or by analytical review, check that for 
a particular pay run, the total payments for the payroll are 
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identical to the figure posted to the General Ledger under the 
Object Code listed in Chart of Accounts for pay (A01, or a subset 

of this code)  

 

Note: 
For all X must provide explanations/elaboration/implications 

For all  the auditor should attach working notes to describe what tests, data and analysis led 

the auditor to be satisfied that controls were satisfactory 

 

For, Done by:1 The name/initials of the auditor who undertook the work 

For, WP Ref:1 Cross referenced to the working papers that contain the details on which the 

auditor has formed an opinion about the controls. 

 

Auditor’s conclusion: 

We have reviewed the controls using the Key Control Questions above as a guide and 

conclude that the overall control system  is/  is not working satisfactorily. 

 

Based on this assessment we consider the risk of errors not being prevented or detected and 

corrected is low/medium/high. 

 

Therefore we can/cannot place the planned level of reliance on the controls. If we cannot 

place the planned level of reliance on the controls, we have adjusted the Audit Plan 

accordingly. 

 

Specific weakness are noted on the related Internal Control Deviations Form  

        (reference_______________) 

 

Signed:    Name:   Signature:  Date: 

 

Audit Team Leader __________________  _______________ ______ ______ 

 

Director Audit:  __________________  _______________ ____________ 

 

D.G. Audit  __________________  _______________ ____________ 
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AUDITOR-GENERAL OF PAKISTAN 
AUDIT WORKING PAPER FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 
Goods and Services Internal Control Questionnaire 

 

Key Control Questions: 

A. Is there adequate separation of duties? 

B. Is the purchase of goods and services justified and properly authorised? 

C. Are there controls to ensure that the necessary funds are available under the budget 

and the goods or services acquired are a legitimate expenditure against the budget 

(consistent with the object / appropriation / objectives of the programme)? 

D. Are there controls to prevent posting of duplicate invoices? 

E. Are there controls to ensure that the goods and services have been delivered and 

received, according to the quantity, quality and within time promised (where 

applicable)? 

F. Are there adequate controls to ensure that the goods and services are competitively 

and/or reasonably priced and negotiated prices, special rates, etc have been obtained, 

where applicable? 

G. Are there controls to ensure payments are only made if the goods and services have 

been properly and completely supplied and/or that the payment is for only the value 

of goods and services delivered? 

H. Are there procedures to check that the purchase order; invoice; and delivery record 

match? 

I. Are there controls to ensure payments are properly authorised? 

J. Are there controls to ensure all payments are properly recorded? 

 

Check in box: Yes:   No: X   NA: NA (not applicable) 

Q. Controls Yes/No 

NA 

Done 

By
1
: 

WP 

Ref
2
. 

A 
 

Is there adequate separation of duties? 
Is the purchase function independent of receiving / dispatching / 

invoice processing / cash or payment functions? 

 
Through enquiry, observation and/or walk-through procedures, 

verify that these functions are performed by individuals 

independently of each other or where these are not separate 

determine whether this is reasonable (such as too small an 
organisation to efficiently and effectively separate these 

functions) 

   

B 
 

Is the purchase of goods and services justified and properly 

authorised? 

1. Is there a policy for large purchases to require proper 

   

                                                   
1 The name/initials of the auditor who undertook the work 
2 Cross referenced to the working papers that contain the details on which the auditor has formed an 

opinion about the controls. 
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justification for the acquisition (justification for the need 
and/or identified in the budget and detailed specifications)? – 

see also contracting for tendering process 

2. Is there a directive and procedure requiring proper authority to 

be obtained before entering into the acquisition process and is 
it being applied? 

3. Are there clearly defined levels of authority for positions 

and/or individuals and are these documented and properly 
delegated? 

 

By verbal enquiry, observation and/or walkthroughs, check that 

the above controls are understood and in place. 

Check a sample of transactions to determine whether proper 

authority to enter into the acquisition process was obtained and 
whether the size of the purchase was within the authority limit of 

the authorising officer 

Check for any changes relating to the sample of transactions in 
the form of purchase orders / invoice / delivery / payment and 

investigate reasons and whether there is proper authorisation 

for the changes on record. 

C 
 

Are there controls to ensure that the necessary funds are 

available under the budget and the goods or services acquired 

are a correct expenditure against the budget (consistent with 

the object / appropriation / objectives of the programme)? 
1. Are there clear directives and procedures for ensuring that 

goods and services are only acquired after receiving proper 

authorisation to proceed? 

2. Are there directives / procedures / forms to check that 
sufficient funds are available before commitments / orders are 

made to purchase a particular product or service and are they 

being followed? 
3. Do these procedures ensure that the proposed expenditure is 

identified against the correct budget (consistent with object / 

appropriation / objectives of the programme)? 
 

By verbal enquiry, observation and/or walkthroughs, check that 

the above controls are understood and in place. 

Check a sample of transactions to determine whether proper 
authority to enter into the acquisition process was obtained and 

whether the size of the purchase was within the authority limit of 

the authorising officer. 
Check for any changes relating to the sample of transactions in 

the form of purchase orders / invoice / delivery / payment and 

investigate reasons and whether proper authorisation for the 
changes on record. 

   

D Are there procedures to control processing of duplicate 

invoices? 

1. Are invoices individually numbered and checked against the 
purchase order and receiving voucher before being processed 

for payment? 

2. Are amounts to be approved for payment validated against the 
availability of uncommitted funds? 

   



Execution File 15 

3. Are invoices individually authorised for payment? 
4. Are there appropriate pre-audit controls3? 
 

By verbal enquiry, observation and/or walkthroughs, check that 
the above controls are understood and in place. 

Check a sample of transactions to determine whether there is 

evidence on vouchers / payment authorisations that the manager 
has checked their correctness. 

Check for indications that procedures are being followed and 

appropriate signatures are collected at each stage in the 
process. 

E 

 
Are there controls to ensure that the goods and services have 

been delivered and received, according to the quantity, quality 

and within time promised (where applicable)? 
1. Are there controls on receipt of goods to ensure that the 

product/service delivered is in accordance with the purchase 

order and invoice and the terms and conditions as stated? 
2. Where the delivery does not correspond with the purchase 

order / invoice is there a clear procedure for what actions 

should be taken? 

3. Is there a requirement in place to demand a late delivery 
penalty (in the public sector it is usual to charge 2% per 

month for late delivery)? 

4. Are there procedures for ensuring that the delivered product / 
service is consistent with product/service ordered? 

5. In particular, are there checks to ensure that the product is of 

the quality ordered (model type ordered, meets the 

specifications) and in satisfactory condition (full shelf life 
remaining, free of damage / scratches / wear, minimal 

kilometres on vehicles, etc.) 

For more checks on meeting specifications of product / service 

refer to Audit Programme guide on Contracting. 
6. Are there receiving reports and are these sequentially 

numbered? 
 

By verbal enquiry, observation and/or walkthroughs, check that 

the above controls are understood and in place. 

Check a sample of transactions to determine whether the receipt 
of goods and services are properly documented and that any 

discrepancies between what should be delivered and what 

actually delivered are reported to the proper authority and that 
appropriate corrective actions are taken. 

For a sample of late deliveries, check whether the late delivery 

charge was imposed and received 
In any situations where there have been any changes relating to 

the sample of transactions in the form of purchase orders / 

invoice, check whether these were referred to at time of delivery. 

 

   

                                                   
3 In case of pre-audit payments, one of the internal controls in the auditee organization is to ensure proper 

recording of a claim before submitting it to accounts office. This includes entry in contingent register 

(listing of claims against expenditure) and transit register (listing of claims issued to accounts office). The 

basic purpose of these controls is to prevent duplicate claims and allow subsequent matching of cheques 

received by accounts office with expenditure incurred by the organization. 
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F 
 

Are there adequate controls to ensure that the goods and 

services are competitively and/or reasonably priced and that 

negotiated prices, special rates, etc have been obtained, where 

applicable? 

1. Are there clear directives for when a competitive process 
should be followed and if so have these directives been 

complied with? 

2. Is there a procedure, where applicable, to ensure that the 
supplier is listed on the Prequalification List? 

3. Is there a procedure for the financial officer, or other 

authority, to check that any negotiated prices, special rates, 

penalties on late delivery, or other price adjustments have 
been taken into account before approving payment and 

proceeding to make the payment? 

4. Are these controls being administered? 
 

By verbal enquiry, observation and/or walkthroughs, check that 

the above controls are understood and in place. 
Check a sample of transactions to determine whether a 

competitive process has been followed where required by the 

directives. 

Check  a sample of transactions to determine whether the 
supplier was listed on the Prequalification List and if not why 

not. 

In any situations where negotiated prices or other adjustments to 
the price are warranted, check that these have indeed been 

applied. 

   

G Are there controls to ensure payments are only made if the 

goods and services have been properly and completely supplied 

and that the payment is for only the value of goods and services 

delivered? 

1. Are all purchase orders/claim vouchers pre-numbered and are 
there controls over access to these documents and are there 

controls in the computer system that all transactions are 

accounted for? 

2. Are there are controls over access to the production of 
purchase orders? 

3. Are there adequate controls over cheque books and cheques? 

4. Are all purchase orders/claim vouchers routinely accounted 
for? 

5. Is there a procedure to check that the payment of an invoice is 

supported by evidence of delivery of product/service and that 
the amount of payment corresponds to the amount of goods / 

services delivered? 

6. Are there checks made by management to ensure invoices are 

paid only after confirmation of receipt of goods and services 
(both prepayment and, independently on a selected basis, 

post-payment)? 

7. Is there a reconciliation of payment records to Inventory 
Register performed? 

 

By verbal enquiry, observation and/or walkthroughs, check that 
the above controls are understood and in place. 

Check a sample of transactions whether there is evidence on 
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vouchers / payment authorisations that the manager has checked 
their correctness. 

Review a sample of reconciliations of payment records to 

Inventory Register. 

Review a sample of cancelled cheques (selecting a sample of 
large value payments and any cheques for same amounts to 

same supplier and trace back to purchase order and where 

possible physical existence of goods supplied – may be done as 
part of substantive testing – see steps 6 and 7 of audit objective 

A) 

 

H 
 

Are there procedures to check that the purchase order, invoice 

and delivery record match? 

1. Is there is a procedure for the approving officer to obtain 

evidence that the service or supply has been performed? 
2. Does the approving officer sign the original claim voucher and 

initial all supporting documents, according to procedure 

4.5.4.8 of NAM? 

 
By verbal enquiry, observation and/or walkthroughs, check that 

the above controls are understood and in place. 

 

   

I Are there controls to ensure payments properly authorised? 

Are steps 4.5.4 to 4.5.7 carried out as required under NAM? 

 

Refer to the list of checks to be performed under sections 4.5.4 to 
4.5.7 as listed under Annex C 

By verbal enquiry, observation and/or walkthrough, check that 

these functions are carried out and check a sample of 
transactions to confirm these controls are being applied 

 

   

J Are there controls to ensure all payments are properly 

recorded? 
1. Are cheque details recorded in the Cheque Register (Form 

4J)? 

2. Does the Delegated Officer prepare and dispatch a Daily 
Advice Note (Form 4L) from the Cheque Register as required 

to the designated bank, and copy sent to Account Section? 

3. Are claim vouchers forwarded to Account Section, entered 
into Sub Ledger and voucher and supporting documentation 

filed? 

4. Is the monthly report “Disbursement Confirmation Statement” 

issued in a timely manner and does the DDO check these 
reports for reliability and accuracy? 

 

By verbal enquiry, observation and/or walkthrough, check that 
the above functions are carried out and check a sample of 

transactions to confirm these controls are being applied 
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Note: 
For all X must provide explanations/elaboration/implications 

For all  the auditor should attach working notes to describe what tests, data and analysis led 

the auditor to be satisfied that controls were satisfactory 

 

Auditor’s conclusion: 

We have reviewed the controls using the Key Control Questions above as a guide and 

conclude that the overall control system is/ is not working satisfactorily. 

 

Based on this assessment we consider the risk of errors not being prevented or detected and 

corrected is low/medium/high. 

 

Therefore we can/cannot place the planned level of reliance on the controls. If we cannot 

place the planned level of reliance on the controls, we have adjusted the Audit Plan 

accordingly. 

 

Specific weakness are noted on the related Internal Control Weakness Form  

        (reference_______________) 

 

 

Signed:    Name:   Signature:  Date: 

 

Audit Team Leader __________________  _______________ ______ ______ 

 

Director Audit:  __________________  _______________ ____________ 

 

D.G. Audit  __________________  _______________ ____________ 
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AUDITOR-GENERAL OF PAKISTAN 
AUDIT WORKING PAPER FILE 
 

NAME OF AUDIT ENTITY: 
 

AUDIT COMPONENT: 
 

AUDIT PERIOD: 
 

Contracting Internal Control Questionnaire 
 

Key Control Questions: 

A. Are there controls to ensure that proper contracting procedures are followed? 

B. Are there controls to ensure that contracts are only entered into with proper authority? 

C. Are there controls to ensure that payments against a contract are made according to 

the terms and conditions of the contract? 

 

Check in box: Yes:   No: X   NA: NA (not applicable) 

Q. Controls Yes/No 

NA 

Done 

By
4
: 

WP 

Ref 
5
 

A 
 

 

 
 

Are there controls to ensure that proper contracting procedures 

are followed? 

1. Is there a clear directive as to when a competitive process is to 

be followed? 
2. Is there an individual who is responsible to ensure that these 

directives are complied with? 

3. Are there controls to ensure that potential bidders are made 
aware of contracting opportunities and given sufficient time to 

submit a bid? 

4. Is there a process requiring bids to be opened publicly and all 

bids that arrive after closing date/time to be returned unopened 
to bidder? 

5. Are there controls to ensure that evaluation criteria and scoring 

methods are established before bids are opened (by, for 
example, including this information in the RFP)? 

6. Are there clear requirements that the evaluation of bids and 

selection process is properly documented and reported; and 
that the  buying decision is properly justified? 

7. Are there controls to ensure that all cases of sole sourcing are 

reported and that the pursuit of a non-competitive process is 

properly justified? 
8. Are there controls to ensure that there are no amendments to 

the original contract that would, in effect, nullify the 

competitive process? 
 

Examine contracting procedures and directives and by verbal 

enquiry, observation and/or walkthrough, check that the above 

functions are carried out and the directives are followed. 
Check a sample of transactions to confirm these controls are 

being applied 

   

                                                   
4 The name/initials of the auditor who undertook the work 
5 Cross referenced to the working papers that contain the details on which the auditor has formed an 

opinion about the controls. 
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B Are there controls to ensure that contracts are only entered into 

with proper authority? 

1. Are there controls to ensure that contracts are not entered into 

without assurance that sufficient funds are available and 

monies have been allocated for that purpose? 
2. Is there clear delegation of signing authority for entering into a 

contract? 

 
Seek documentation that sufficient funds had been allocated 

before entering into contractual obligations 

Determine delegated authorities and on a sample basis note 

whether contracting decisions and actions complied with these 
levels of authority 

 

   

C 
 

Are there controls to ensure that payments against a contract 

are made according to the terms and conditions of the contract? 

1. Are there controls to ensure that: 

a) payments against the achievement of milestones are only 

made after clear evidence that the milestones have been 
achieved; 

b) no payments are made without being properly authorised 

by sanctioning officer; and 
c) the contract manager, or project manager, testifies that 

the work has been performed, or products delivered, 

according to specifications before payment is 
authorised? 

2. Is there a requirement that the financial officer, who is 

authorising payment, states that the contract manager has 

approved the payment and that the payment is consistent with 
the terms of the contract? 

3. Is there a control requiring that 1) documentation on the 

contract agreement (or purchase order), 2) invoices and 3) 
delivery documents be matched to ensure that: 

a) the correct goods or services were received; and 

b) all payments are consistent with the contract (or 

purchase order) and with the goods (or services) 
received? 

 

By verbal enquiry, observation and/or walkthrough, check that 
the above functions are carried out and check a sample of 

transactions to confirm these controls are being applied 
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Note: 
For all X must provide explanations/elaboration/implications 

For all  the auditor should attach working notes to describe what tests, data and analysis led 

the auditor to be satisfied that controls were satisfactory 

 

Auditor’s conclusion: 

We have reviewed the controls using the Key Control Questions above as a guide and 

conclude that the overall control system is/ is not working satisfactorily. 

 

Based on this assessment we consider the risk of errors not being prevented or detected and 

corrected is low/medium/high. 

 

Therefore we can/cannot place the planned level of reliance on the controls. If we cannot 

place the planned level of reliance on the controls, we have adjusted the Audit Plan 

accordingly. 

 

Specific weakness are noted on the related Internal Control Weakness Form  

        (reference_______________) 

 

 

Signed:    Name:   Signature:  Date: 

 

Audit Team Leader __________________  _______________ ______ ______ 

 

Director Audit:  __________________  _______________ ____________ 

 

D.G. Audit  __________________  _______________ ____________ 
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AUDITOR-GENERAL OF PAKISTAN 
AUDIT WORKING PAPER FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 
Project Internal Control Questionnaire 

 

Key Control Questions: 

 

A. Does the project have a designated project manager with clear responsibilities and 

authorities? 

B. Are there controls to ensure that appropriate approvals and project controls are in 

place before any commitments, or actions, can be taken on a project? 

C. Does the project have directives regarding proper contracting procedures and 

practices and are the directions followed? (Refer to Audit Guide on Contracting) 

D. Are there sign-off procedures requiring technical officers to assure that all technical 

requirements of the project have been met before commitments are made? 

E. Are there sign-off procedures requiring project manager / technical officers to assure 

that all technical requirements of the project have been met before payments are 

made?  (All agreed-upon quality and quantity of materials, construction, inspections, 

quality control, sign-off procedures) 

F. Are there controls to ensure that all goods and services paid for under the project 

have been delivered as specified?  

G. Is there appropriate monitoring and reporting of progress (expenditures against 

budget and progress against schedule)? 

H. Are there monitoring authorities (such as a Project Committee) that oversee the 

progress of the project and ensure corrective actions are taken in a timely and 

effective manner? 

I. Is there a requirement at completion of the project to ensure all substantial 

requirements, goals and conditions of the project have been met?  

 

Check in box: Yes:   No: X   NA: NA  

Q. Controls Yes/No 

NA 

Done 

By: 

WP 

Ref. 

A 

 
 

 

 
 

Does the project have a designated project manager with clear 

responsibilities and authorities? 
1. Is there a project charter or formal memorandum laying out: 

a) Appointment of project manager; 

b) Terms of reference and responsibilities of the manager; 
c) The objectives, targets, milestones; and 

d) Budget for the project? 

2. Has the project manager been delegated sufficient authority to 

be held accountable for the achievements of the project? 
3. Is there a clear reporting relationship (project leader / Steering 

Committee) to provide the project manager with appropriate 

support and direction? 
 

   



Execution File 23 

Obtain, if available, documents relating to the establishment of 
the project, terms of reference, authorities and accountabilities, 

reporting requirements. 

Conclude whether there is clear accountability and a basis for 

controlling the project. 
 

B 

 
Are there controls to ensure that appropriate approvals and 

project controls are in place before any commitments, or 

actions, can be taken on a project? 
Is the project manager made aware of the responsibilities, 

regulations, policies and procedures relating to project 

management before being appointed project manager? 
 

Through interviews and examination of project documents 

conclude whether appropriate controls were established from the 
beginning of the project. 

 

   

C 

 
Does the project have and follow directives regarding proper 

contracting procedures and practices? 
(Refer to Audit Guide on Contracting) 

 

   

D 

 
Are there sign-off procedures requiring technical officers to 

assure that all technical requirements of the project have been 

met before commitments are made? 

Is there a requirement to have an independent assessment of the 

status of the project (or project plan, project design) before major 
contractual commitments are made? {This is to avoid premature 

commencement of a project before all prerequisites are in place} 

 
Investigate the process of obtaining authorisation to proceed 

through the different stages of the project.  Request supporting 

documentation. 

 

   

E 

 
Are there sign-off procedures requiring project manager / 

technical officers to assure that all technical requirements of 

the project have been met before payments are made? 
1. Is there a requirement that the project manager sign-off on the 

satisfactory completion of all contractual obligations (all 

agreed-upon quality and quantity of materials, construction, 

inspections, quality control) before recommending payment? 
2. Is there a requirement that a financial officer approve payment 

based on the prior sign-off of the project manager that all 

substantial requirements have been met? 
 

Investigate the process of obtaining authorisation to make 

payments and check a sample of transactions to confirm these 
controls are being applied. 

 

   

F 

 
Are there controls to ensure that all goods and services paid for 

under the project have been delivered to the project as 

specified?  

For this, see the audit guide on “Expenditures – Goods and 

Services”. 
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G Is there appropriate monitoring and reporting of progress 

(expenditures against budget and progress against schedule)? 

Are there regular project reports containing information on: 

a) the progress of the project; 

b) expenditures against budget; 
c) forecast of total completion cost and completion date; 

d) project difficulties and/or delays; 

e) proposed corrective actions; 
f) contingency plans? 

 

Note whether there is regular and timely reporting of project 

progress. Examine a sample of reports and determine if they 
provide a clear reporting of project status. 

 

   

H Are there monitoring authorities (such as a Project Committee) 

that oversee the progress of the project and ensure corrective 

actions are taken in a timely and effective manner 

1. Does the project leader (to which the project manager reports) 

and/or the Steering Committee receive regular reports from 
the project manager? 

2. Do these reports include an action list (with person 

responsible and the time by which the action is to be taken)? 
 

Through interviews and examination of reports determine 

whether these controls are operating well and in particular 
check actions against action requirements and conclude if there 

is timely and effective corrective actions taken 

 

   

I Is there a requirement at completion of the project to ensure all 

substantial requirements, goals and conditions of the project 

have been met?  

1. Is there a proper commissioning at the completion of the 
project? 

2. Is there an assessment of whether all substantial requirements 

and goals set out for the project have been met (such as 

installed capacity / performance)? 
 

Through interviews and examination of reports determine 

whether there is a proper evaluation at the completion of the 
project and follow up on any short-falls and what actions were 

taken (including hold back of final payments until rectified) 
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Note: 
For all X must provide explanations/elaboration/implications 

For all  the auditor  should attach working notes to describe what tests, data and analysis 

led the auditor to be satisfied that controls were satisfactory 

 

Auditor’s conclusion: 

We have reviewed the controls using the Key Control Questions above as a guide and 

conclude that the overall control system is/ is not working satisfactorily. 

 

Based on this assessment we consider the risk of errors not being prevented or detected and 

corrected is low/medium/high. 

 

Therefore we can/cannot place the planned level of reliance on the controls. If we cannot 

place the planned level of reliance on the controls, we have adjusted the Audit Plan 

accordingly. 

 

Specific weakness are noted on the related Internal Control Weakness Form  

        (reference_______________) 

 

 

Signed:    Name:   Signature:  Date: 

 

Audit Team Leader __________________  _______________ ______ ______ 

 

Director Audit:  __________________  _______________ ____________ 

 

D.G. Audit  __________________  _______________ ____________ 
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AUDITOR-GENERAL OF PAKISTAN 
AUDIT WORKING PAPER FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

Receipts Internal Control Questionnaire 
 

Key Control Questions: 

A. Is there adequate separation of duties? 

B. Are there procedures to detect whether the collection of monies due to the 

government is close to complete? 

C. Are there systems to ensure all monies due to the organisation are collected? 

D. Are there controls to ensure that all monies received are entered into the 

government’s bank account correctly and timely? 

E. Are there controls to prevent or detect monies being received without being recorded? 

F. Are there controls to ensure that the correct amount of money is collected and 

recorded accurately? 

G. Are there controls to ensure that the cash book and receipts are properly safeguarded? 

 

Check in box: Yes:   No: X   NA: NA (not applicable) 

Q. Controls Yes/No 

NA 

Done 

By
6
: 

WP 

Ref
7
. 

A Is there adequate separation of duties? 
1. Is the function of supplying the goods/services and/or issuing 

the invoice separate from the function of collecting the 

money? 

2. Is more than one employee involved in opening letters 
containing cash / cheques and are the cash payments / cheques 

immediately entered into a register (see questions C4, E1) and 

batched for submitting to the bank? 
 

By verbal enquiry, observation and/or walkthrough, check that 

the above functions are carried out by separate individuals or 
where these are not separate determine whether this is 

reasonable (such as too small an organisation, or money 

collection activity, to efficiently and effectively separate these 

functions) 
 

   

B Are there procedures to detect whether the collection of monies 

due to the government is complete or close to complete? 

1. Are there income generating activities within the government 
domain that are not identified or recorded?  

2. Is there a procedure to check the amount of income collected 

against the volume of product or service delivered and 
(factoring in the price) estimating whether the full amount of 

income due has been invoiced and collected? 

   

                                                   
6 The name/initials of the auditor who undertook the work 
7 Cross referenced to the working papers that contain the details on which the auditor has formed an 

opinion about the controls. 
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The form of control will depend on the type of product or service 
provided: 

2.1 Example 1: Is there a register containing all properties 

rented out by the organisation and a listing of rental rates, 

tenants, agreements, etc.? 
2.2 Example 2: Is there a complete listing of licenses issued 

with information on name, renewal date, cost of license, 

any penalties or other charges, etc.? 
2.3 Example 3: Is there a listing of total electricity consumed 

(and a means of estimating whether the aggregate amount 

equates to total electricity produced – allowing for line 

losses etc.)? 
3. Is total income reconciled with the estimate of value of 

product/service (taking into account unit pricing and different 

pricing arrangements)? 
 

Enquire what analysis has been conducted to attempt to reconcile 

revenue with value of product / service provided. 
Determine the difficulties associated with such an exercise and 

conclude whether reasonable efforts have been made. 

 

C 
 

 

 
 

 

 

 
 

 

 
 

Are there systems to ensure all monies due to the organisation 

are collected? 

(A control in this area is sometimes difficult to administer, 

particularly if transactions are cash based) 
1. Are receipt documents (invoice / ticket / parking receipt) 

sequentially numbered? 

2. Is there a check that all receipts (documents) are accounted for? 

3. Is there regular reconciliation of monies banked with records of 
sums received and with an independent summation of amounts 

shown in individual receipts?  

4. Is there a register for entering receipts (with amount, date, 
name {or account number}, and what the payment is for)? 

5. Is the information on this register checked against outstanding 

invoices/bills (on an accounts payable list) to note receipt of 

payment? 
6. Is there a system to follow up all outstanding (unpaid) 

invoices/bills to identify monies due and a process for issuing 

second/further notices of monies due?  
7. Are there controls to track outstanding debts to the organisation 

and to take appropriate collection action? 

 
By verbal enquiry, observation and/or walkthrough, check that 

the tracking of monies due to the government is carried out and 

check a sample of transactions to confirm these controls are 

being applied 
 

   

D 

 
Are there controls to ensure that all cash received is entered 

into the government’s bank account correctly and in a timely 

manner? 

(A control in this area is sometimes difficult to administer) 

1. Are there adequate controls over the physical handling of 

cash? 
1.1 Is there a procedure that any time one employee hands 
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cash over to another employee that a reconciliation of 
receipts  with cash balance is conducted?  

1.2 Is there a requirement that cash is be deposited in the bank 

each day? 

1.3 Where this is not done, is there a means of safeguarding 
large amounts of cash over night (or between visits to 

bank to deposit)? 

1.4 Are cash receipts kept completely separate from cash for 
expenditure purposes, such as an imprest account? 

2. Is the change in cash balance from previous day’s reconciled at 

days end with the record of cash received (sum of tickets or 

receipt documents issued)? 
3. Is the recording of receipts separate from depositing cash in the 

bank? 

4. When cash is submitted to the bank, is the receipt voucher  
filled out? 

5. Is the control requiring the receipt voucher to be date-stamped 

and signed by the receiving officer at the bank being 
followed? 

6. Is there a regular management check (for substantial amounts 

of money, every day) that total receipts reconcile with amount 

deposited in the bank / schedule of receipts issued by the 
Treasury Officer? 

 

By verbal enquiry, observation and/or walkthrough, check that 
the above functions are carried out and check a sample of 

transactions to confirm these controls are being applied 

 

E 
 

Are there controls to prevent or detect cash being received 

without being recorded? 

1. Is there a procedure for recording all cash received (in form of 

cash / cheques) and are the details (regarding when, how much 
and for what) properly recorded (where appropriate, against 

invoice / receipt number / customer ID)? 

2. Is there a system for entering this information into the Cash 

Book / General Ledger? 
3. Are summaries of monies received (by day, or other batching) 

reconciled with corresponding bank deposits and receipt 

schedule issued by the Treasury Officer? 
 

By verbal enquiry, observation and/or walkthrough, check that 

the above functions are carried out and check a sample of 
transactions to confirm these controls are being applied 

 

   

F 

 
Are there controls to ensure that the correct amount of money is 

collected and recorded accurately?  
1. Is there a control to ensure that the amount received 

corresponds to the amount due (e.g. in the case of monthly 

billings, the payment is checked against the latest month 
requiring payment and the amount checked against the amount 

owing to determine if correct)? 

2. Is there a procedure to follow if the amount due and the amount 

of payment are not identical (including what to do in case of 
overpayment and in case of underpayment)? 
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3. Is there a control to ensure proper documentation of receipts is 
maintained? 

 

By verbal enquiry, observation and/or walkthrough, check that 

the above functions are carried out and check a sample of 
transactions to confirm these controls are being applied 

In some cases, there may be procedures in place, and understood 

by those applying them, even though they may not be documented 
 

G Are there controls to ensure that the cash book and receipts are 

properly safeguarded? 

1. Is access to vouchers, receipts records and cash books 
controlled (by pass words for computer records and locked 

cabinets for hard-copy documents with controls over access to 

keys)? 
2. Where the cash book is a computerised system, are regular 

backup of records made and kept off site? 

 

By verbal enquiry, observation and/or walkthrough, check that 
the documents and records are secure and well safeguarded 

 

   

 

Note: 
For all X must provide explanations/elaboration/implications 

For all  the auditor should attach working notes to describe what tests, data and analysis led 

the auditor to be satisfied that controls were satisfactory 

 

Auditor’s conclusion: 

We have reviewed the controls using the Key Control Questions above as a guide and 

conclude that the overall control system is/ is not working satisfactorily. 

 

Based on this assessment we consider the risk of errors not being prevented or detected and 

corrected is low/medium/high. 

 

Therefore we can/cannot place the planned level of reliance on the controls. If we cannot 

place the planned level of reliance on the controls, we have adjusted the Audit Plan 

accordingly. 

 

Specific weakness are noted on the related Internal Control Weakness Form  

        (reference_______________) 

 

 

Signed:    Name:   Signature:  Date: 

 

Audit Team Leader __________________  _______________ ______ ______ 

 

Director Audit:  __________________  _______________ ____________ 

 

D.G. Audit  __________________  _______________ ____________ 
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AUDITOR-GENERAL OF PAKISTAN 
AUDIT WORKING PAPER FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 
Income Tax Internal Control Questionnaire 

 

Key Control Questions: 

A. Is there adequate separation of duties? 

B. Are there procedures to detect whether the collection of monies due to the 

government is close to complete? 

C. Are there systems to ensure all monies due to the organisation are collected? 

D. Are there controls to ensure that all monies received are entered into the 

government’s bank account correctly and timely? 

E. Are there controls to prevent or detect monies being received without being recorded? 

F. Are there controls to ensure that the correct amount of money is collected and 

recorded accurately? 

G. Are there controls to safeguard tax records? 

 

Check in box: Yes:   No: X   NA: NA (not applicable) 

Q. Controls Yes/No 

NA 

Done 

By
8
: 

WP 

Ref
9
. 

A Is there adequate separation of duties? 

1. Is the function of determining the correct amount of taxes due 
separate from the function of receiving and collecting taxes 

and of recording receipts and depositing the monies? 

2. Is more than one employee involved in opening letters 
containing cash / cheques and are the cash payments / cheques 

immediately entered into a register (see questions C3, E1) and 

batched for submitting to the bank? 
 

By verbal enquiry, observation and/or walkthrough, check that 

the above functions are carried out by separate individuals or 

where these are not separate determine whether this is 
reasonable (such as too small an organisation, or money 

collection activity, to efficiently and effectively separate these 

functions) 
 

   

B Are there procedures to detect whether the collection of cash 

due to the government is complete or close to complete? 

1. Is there a process of inspecting individuals’ / corporate 
financial records (field audit) to assess the correctness of taxes 

submitted? 

2. Does the organisation attempt to measure the gap between 
amount of taxes collected and the amount of taxes due? 

   

                                                   
8 The name/initials of the auditor who undertook the work 
9 Cross referenced to the working papers that contain the details on which the auditor has formed an 

opinion about the controls. 
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Obtain information on the audit function and determine: 

a) Logic underlying selection of audit cases 

b) Results of audit activities 

c)  Rational for increasing/decreasing audit activity 
d) How well it is operating. 

Enquire whether any analysis of the tax gap has been conducted 

and if so request a copy. 
 

C 

 

 
 

 

 
 

 

 

 
 

 

Are there systems to ensure all amounts due to the organisation 

are collected? 

1. Is there an adequate system of tracking amounts of taxes due to 
the government and ensuring that these amounts are collected? 

2. Is there regular reconciliation of amounts banked with records 

of sums received?  
3. Is there a register for entering taxes received (with amount, 

date, name {or tax number}, what the payment is for, 

accumulated taxes received to date for the year / for past 

years)? 
4. Is there a system to follow up all outstanding (unpaid) taxes to 

identify taxes due and a process for issuing notices of taxes 

due?  
5. Are there controls to track outstanding taxes and to take 

appropriate collection action? 

 
By verbal enquiry, observation and/or walkthrough, check that 

the above functions are carried out and check a sample of 

transactions to confirm these controls are being applied 

 

   

D 

 
Are there controls to ensure that all money received is entered 

into the government’s bank account correctly and in a timely 

manner? 
1. Are there adequate controls over the physical handling of 

money? 

2. Is there a requirement that money is deposited in the bank each 

day? 
3. Where this is not done, is there a means of safeguarding large 

amounts of cheques/cash over night (or between visits to bank 

to deposit)? 
4. Is the recording of receipts separate from the depositing of the 

money in the bank? 

5. In submitting payment to the bank, is the receipt voucher filled 

out? 
6. Is the control requiring the receipt voucher to be date-stamped 

and signed by the receiving officer at the bank being 

followed? 
7. Is there a regular management check (for substantial amounts 

of money, every day) that total receipts reconcile with amount 

deposited in the bank? 
 

By verbal enquiry, observation and/or walkthrough, check that 

the above functions are carried out and check a sample of 

transactions to confirm these controls are being applied 
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E 
 

Are there controls to prevent or detect money being received 

without being recorded? 

1. Is there a procedure for recording all monies received (in form 

of cash / cheques) and are the details (regarding tax payer 

name/tax number, when, how much and for what) properly 
recorded? 

2. Is there a system for entering this information into the General 

Ledger? 
3. Are summaries of monies received (by day, or other batching) 

reconciled with corresponding bank deposits? 

 

By verbal enquiry, observation and/or walkthrough, check that 
the above functions are carried out and check a sample of 

transactions to confirm these controls are being applied 

 

   

F 

 
Are there controls to ensure that the correct amount of money is 

collected and recorded accurately?  

1. Is there a control to ensure that the amount of payment 

corresponds to the amount due (including identifying what 
period the tax payment is for and the amount received is 

checked against the amount owing to determine if correct)? 

2. Is there a procedure to follow if the amount due and the amount 
of payment are not identical (including what to do in case of 

overpayment and in case of underpayment)? 

3. Is there a control to ensure proper documentation of tax 
information is maintained? 

 

By verbal enquiry, observation and/or walkthrough, check that 

the above functions are carried out and check a sample of 
transactions to confirm these controls are being applied 

In some cases, there may be procedures in place, and understood 

by those applying them, even though they may not be documented 
 

   

G Are there controls to safeguard tax records? 

1. Is access to tax records controlled (by pass-words for computer 

records and locked cabinets for hard-copy documents with 
controls over access to keys)? 

2. Are regular backups of computerised data made and kept off 

site? 
 

By verbal enquiry, observation and/or walkthrough, check that 

the documents and records are secure and well safeguarded 
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Note: 
For all X must provide explanations/elaboration/implications 

For all  the auditor should attach working notes to describe what tests, data and analysis led 

the auditor to be satisfied that controls were satisfactory 

 

Auditor’s conclusion: 

We have reviewed the controls using the Key Control Questions above as a guide and 

conclude that the overall control system is/ is not working satisfactorily. 

 

Based on this assessment we consider the risk of errors not being prevented or detected and 

corrected is low/medium/high. 

 

Therefore we can/cannot place the planned level of reliance on the controls. If we cannot 

place the planned level of reliance on the controls, we have adjusted the Audit Plan 

accordingly. 

 

 

Specific weakness are noted on the related Internal Control Weakness Form  

        (reference_______________) 

 

 

Signed:    Name:   Signature:  Date: 

 

Audit Team Leader __________________  _______________ ______ ______ 

 

Director Audit:  __________________  _______________ ____________ 

 

D.G. Audit  __________________  _______________ ____________ 
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AUDITOR-GENERAL OF PAKISTAN 
AUDIT WORKING PAPER FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 

Sales Tax Internal Control Questionnaire 
 

Key Control Questions: 

A. Is there adequate separation of duties? 

B. Are there procedures to detect whether the collection of monies due to the 

government is close to complete? 

C. Are there systems to ensure all monies due to the organisation are collected? 

D. Are there controls to ensure that all monies received are entered into the 

government’s bank account correctly and timely? 

E. Are there controls to prevent or detect monies being received without being recorded? 

F. Are there controls to ensure that the correct amount of money is collected and 

recorded accurately? 

G. Are there controls to safeguard tax records? 

 

Check in box: Yes:   No: X   NA: NA (not applicable) 

Q. Controls Yes/No 

NA 

Done 

By
10

: 

WP 

Ref
11

. 

A Is there adequate separation of duties? 
1. Is the function of determining the correct amount of tax due 

separate from the function of receiving and collecting taxes 

and of recording receipts and depositing the monies? 

2. Is more than one employee involved in opening letters 
containing cash / cheques and are the cash payments / 

cheques immediately entered into a register (see questions 

C3, E1) and batched for submitting to the bank? 
 

By verbal enquiry, observation and/or walkthrough, check that 

the above functions are carried out by separate individuals or 
where these are not separate determine whether reasonable 

(such as too small an organisation, or money collection activity, 

to efficiently and effectively separate these functions) 

 

   

B Are there procedures to detect whether the collection of money 

due to the government is complete or close to complete? 

1. Is there a process of inspecting corporate financial records 
(field audit) to assess the correctness of taxes submitted? 

2. Does the organisation attempt to measure the gap between 

amount of taxes collected and the amount of taxes due? 

 

   

                                                   
10 The name/initials of the auditor who undertook the work 
11 Cross referenced to the working papers that contain the details on which the auditor has formed an 

opinion about the controls. 
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Obtain information on the audit function and determine: 
a) Logic underlying selection of audit cases 

b) Results of audit activities 

c)  Rational for increasing/decreasing audit activity 

d) How well it is operating 
Enquire whether any analysis of the tax gap has been conducted 

and if so request a copy. 

 

C 
 

 

 
 

 

 
 

 

 

 
 

Are there systems to ensure all amount due to the organisation 

are collected? 

1. Is there an adequate system of tracking amounts of taxes due 

to the government and ensuring that these amounts are 
collected? 

2. Is there regular reconciliation of amounts banked with 

records of sums received?  
3. Is there a register for entering taxes received (with amount, 

date, name {or tax number}, description of commodities, 

what the payment is for, accumulated taxes received to date 

for the year / for past years)? 
4. Is there a system to follow up all outstanding (unpaid) taxes 

to identify taxes due and a process for issuing notices of 

taxes due?  
5. Are there controls to track outstanding taxes and to take 

appropriate collection action? 

 
By verbal enquiry, observation and/or walkthrough, check that 

the above functions are carried out and check a sample of 

transactions to confirm these controls are being applied 

 

   

D 

 
Are there controls to ensure that all amounts received are 

entered into the government’s bank account correctly and 

timely? 
1. Are there adequate controls over the physical handling of 

monies? 

2. Is there a requirement that monies be deposited in the bank 

each day? 
3. Where this is not done, is there a means of safeguarding large 

amounts of cheques/cash over night (or between visits to 

bank to deposit)? 
4. Is the recording of receipts separate from the depositing of 

the money in the bank? 

5. In submitting payment to the bank, is the receipt voucher  

filled out? 
6. Is the control requiring the receipt voucher to be date-

stamped and signed by the receiving officer at the bank 

being followed? 
7. Is there a regular management check (for substantial amounts 

of money, every day) that total receipts reconcile with 

amount deposited in the bank? 
 

By verbal enquiry, observation and/or walkthrough, check that 

the above functions are carried out and check a sample of 

transactions to confirm these controls are being applied 
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E 
 

Are there controls to prevent or detect money being received 

without being recorded? 

1. Is there a procedure for recording all amounts received (in 

form of cash / cheques) and are the details (regarding tax 

payer name/tax number, when, how much and for what) 
properly recorded? 

2. Is there a system for entering this information into the 

General Ledger? 
3. Are summaries of money received (by day, or other batching) 

reconciled with corresponding bank deposits? 

 

By verbal enquiry, observation and/or walkthrough, check that 
the above functions are carried out and check a sample of 

transactions to confirm these controls are being applied 

 

   

F 

 
Are there controls to ensure that the correct amount of money 

is collected and recorded accurately?  

1. Is there a control to ensure that the amount of payment 

corresponds to the amount due (including identifying what 
year the tax payment is for and the amount checked against 

the amount owing to determine if correct)? 

2. Is there a procedure to follow if the amount due and the 
amount of payment are not identical (including what to do in 

case of overpayment and in case of underpayment)? 

3. Is there a control to ensure proper documentation of tax 
information is maintained? 

 

By verbal enquiry, observation and/or walkthrough, check that 

the above functions are carried out and check a sample of 
transactions to confirm these controls are being applied 

In some cases, there may be procedures in place, and 

understood by those applying them, even though they may not 
be documented 

 

   

G Are there controls to safeguard tax records? 

1. Is access to tax records controlled (by pass-words for 
computer records and locked cabinets for hard-copy 

documents with controls over access to keys)? 

2. Are regular backups of computerized records made systems 
and kept off site? 

 

By verbal enquiry, observation and/or walkthrough, check that 

the documents and records are secure and well safeguarded 
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Note: 
For all X must provide explanations/elaboration/implications 

For all  the auditor should attach working notes to describe what tests, data and analysis led 

the auditor to be satisfied that controls were satisfactory 

 

Auditor’s conclusion: 

We have reviewed the controls using the Key Control Questions above as a guide and 

conclude that the overall control system is/ is not working satisfactorily. 

 

Based on this assessment we consider the risk of errors not being prevented or detected and 

corrected is low/medium/high. 

 

Therefore we can/cannot place the planned level of reliance on the controls. If we cannot 

place the planned level of reliance on the controls, we have adjusted the Audit Plan 

accordingly. 

 

 

Specific weakness are noted on the related Internal Control Weakness Form  

        (reference_______________) 

 

 

Signed:    Name:   Signature:  Date: 

 

Audit Team Leader __________________  _______________ ______ ______ 

 

Director Audit:  __________________  _______________ ____________ 

 

D.G. Audit  __________________  _______________ ____________ 
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AUDITOR-GENERAL OF PAKISTAN 
AUDIT WORKING PAPER FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 

Customs and Excise Tax Internal Control Questionnaire 
 

Key Control Questions: 

A. Is there adequate separation of duties? 

B. Are there procedures to detect whether the collection of money due to the 

government is close to complete? 

C. Are there systems to ensure all money due to the organisation are collected? 

D. Are there controls to ensure that all amounts received are entered into the 

government’s bank account correctly and timely? 

E. Are there controls to prevent or detect money being received without being recorded? 

F. Are there controls to ensure that the correct amount of money is collected and 

recorded accurately? 

G. Are there controls to safeguard tax records? 

 

Check in box: Yes:   No: X   NA: NA (not applicable) 

Q. Controls Yes/No 

NA 

Done 

By
12

: 

WP 

Ref
13

. 

A Is there adequate separation of duties? 
1. Is the function of determining the correct amount of taxes due 

separate from the function of receiving and collecting taxes 

and of recording receipts and depositing the money? 

2. Are there more than one employee involved in opening letters 
containing cash / cheques and are the cash payments / 

cheques immediately entered into a register (see questions 

C3, E1) and batched for submitting to the bank? 
 

By verbal enquiry, observation and/or walkthrough, check that 

the above functions are carried out by separate individuals or 
where these are not separate determine whether this is 

reasonable (such as too small an organisation, or money 

collection activity, to efficiently and effectively separate these 

functions) 
 

   

B Are there procedures to detect whether the collection of money 

due to the government is complete or close to complete? 
1. Is there a process of inspecting shipments / warehouses and 

shipment and storage records (based on a sampling /total 

inspection) to assess the correctness of taxes submitted? 

2. Does the organisation attempt to measure the gap between 

   

                                                   
12 The name/initials of the auditor who undertook the work 
13 Cross referenced to the working papers that contain the details on which the auditor has formed an 

opinion about the controls. 
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amount of taxes collected and the amount of taxes due? 
 

Obtain information on the inspection function and determine: 

a) Logic underlying selection of companies / commodities 

for more intensive inspections 
b) Results of inspection activities 

c)  Rational for increasing/decreasing inspection activity 

d) How well it is operating 
Enquire whether any analysis of the tax gap has been conducted 

and if so request a copy. 

 

C 
 

 

 
 

 

 

 
 

 

 
 

Are there systems to ensure all amounts due to the 

organisation are collected? 

1. Is there an adequate system of tracking amounts of taxes due 

to the government and ensuring that these amounts are 
collected? 

2. Is there regular reconciliation of money banked with records 

of sums received?  

3. Is there a register for entering taxes received (with amount, 
date, name {or tax number}, description of commodities, 

what the payment is for, accumulated taxes received to date 

for the year / for past years)? 
4. Is there a system to follow up all outstanding (unpaid) taxes 

to identify taxes due and a process for issuing notices of 

taxes due?  
5. Are there controls to track outstanding taxes and to take 

appropriate collection action? 

 

By verbal enquiry, observation and/or walkthrough, check that 
the above functions are carried out and check a sample of 

transactions to confirm these controls are being applied 

 

   

D 

 
Are there controls to ensure that all monies received are 

entered into the government’s bank account correctly and 

timely? 

1. Are there adequate controls over the physical handling of 
money? 

2. Is there a requirement that money is deposited in the bank 

each day? 
3. Where this is not done, is there a means of safeguarding large 

amounts of cheques/cash over night (or between visits to 

bank to deposit)? 

4. Is the recording of receipts separate from the depositing of 
the money in the bank? 

5. In submitting payment to the bank, is the receipt voucher 

filled out? 
6. Is the control requiring the receipt voucher to be date-

stamped and signed by the receiving officer at the bank 

being followed? 
7. Is there a regular management check (for substantial amounts 

of money, every day) that total receipts reconcile with 

amount deposited in the bank? 
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By verbal enquiry, observation and/or walkthrough, check that 
the above functions are carried out and check a sample of 

transactions to confirm these controls are being applied 

 

E 
 

Are there controls to prevent or detect money being received 

without being recorded? 

1. Is there a procedure for recording all amounts received (in 

form of cash / cheques) and are the details (regarding tax 

payer name/tax number, commodities, when, how much and 
for what) properly recorded? 

2. Is there a system for entering this information into the 

General Ledger? 
3. Are summaries of money received (by day, or other batching) 

reconciled with corresponding bank deposits? 

 
By verbal enquiry, observation and/or walkthrough, check that 

the above functions are carried out and check a sample of 

transactions to confirm these controls are being applied 

 

   

F 

 
Are there controls to ensure that the correct amount of money 

is collected and recorded accurately?  

1. Is there a control to ensure that the amount of payment 
corresponds to the amount due (including identifying what 

year the tax payment is for and the amount checked against 

the amount owing to determine if correct)? 

2. Is there a procedure to follow if the amount due and the 
amount of payment are not identical (including what to do in 

case of overpayment and in case of underpayment)? 

3. Is there a control to ensure proper documentation of tax 
information is maintained? 

 

By verbal enquiry, observation and/or walkthrough, check that 
the above functions are carried out and check a sample of 

transactions to confirm these controls are being applied 

In some cases, there may be procedures in place, and 

understood by those applying them, even though they may not 
be documented 

 

   

G Are there controls to safeguard tax records? 
1. Is access to tax records controlled (by pass words for 

computer records and locked cabinets for hard-copy 

documents with controls over access to keys)? 

2. Are regular backup of records made for computerised 
systems and kept off site? 

 

By verbal enquiry, observation and/or walkthrough, check that 
the documents and records are secure and well safeguarded 
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Note: 
For all X must provide explanations/elaboration/implications 

For all  the auditor should attach working notes to describe what tests, data and analysis led 

the auditor to be satisfied that controls were satisfactory 

 

Auditor’s conclusion: 

We have reviewed the controls using the Key Control Questions above as a guide and 

conclude that the overall control system is/ is not working satisfactorily. 

 

Based on this assessment we consider the risk of errors not being prevented or detected and 

corrected is low/medium/high. 

 

Therefore we can/cannot place the planned level of reliance on the controls. If we cannot 

place the planned level of reliance on the controls, we have adjusted the Audit Plan 

accordingly. 

 

 

Specific weakness are noted on the related Internal Control Weakness Form  

        (reference_______________) 

 

 

Signed:    Name:   Signature:  Date: 

 

Audit Team Leader __________________  _______________ ______ ______ 

 

Director Audit:  __________________  _______________ ____________ 

 

D.G. Audit  __________________  _______________ ____________ 
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AUDITOR-GENERAL OF PAKISTAN 
AUDIT WORKING PAPER FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 

Investment Revenue Internal Control Questionnaire 
 

Key Control Questions: 

A. Is there adequate separation of duties? 

B. Are there procedures to determine whether all investment income payments due to 

the government, as a result of investments held by the government (organisation), are 

received on time? 

C. Are there controls to ensure that the correct amount of money is received and 

recorded accurately? 

D. Are there controls to ensure that all investment income received is entered into the 

government’s bank account correctly and timely? 

E. Are there controls to prevent or detect investment income being received without 

being recorded? 

F. Are there controls to review government investments that are failing to provide 

adequate return or are in a risk status? 

 

Check in box: Yes:   No: X   NA: NA (not applicable) 

Q. Controls Yes/No 

NA 

Done 

By
14

: 

WP 

Ref
15

. 

A Is there adequate separation of duties? 

1. Is the function of managing and safeguarding the investment 
assets and/or determining the amounts due from the 

investments separate from the function of receiving and 

recording the investment income? 

2. Where investment income is received in the form of cheque or 
cash, are there more than one employee involved in opening 

letters containing cash / cheques and are the cash payments / 

cheques immediately entered into a register (see questions B1, 
E1) and batched for submitting to the bank? 

 

By verbal enquiry, observation and/or walkthrough, check that 
the above functions are carried out by separate individuals or 

where these are not separate determine whether this is 

reasonable (such as too small an organisation, or money 

collection activity, to efficiently and effectively separate these 
functions) 

 

   

B Are there procedures to determine whether all investment 

income payments due to the government, as a result of 

investments held by the government (organisation), are received 

   

                                                   
14 The name/initials of the auditor who undertook the work 
15 Cross referenced to the working papers that contain the details on which the auditor has formed an 

opinion about the controls. 
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on time? 
1. Is there a procedure to check the amount of investment income 

collected against the investment income due under each 

investment owned by the government (organisation) for each 

accounting period? 
2. Is the total investment income received in an accounting period 

reconciled with the total investment income due under the sum 

of all investments held (in total or by investment type)? 
3. Is there an adequate system of tracking amounts of investment 

income due to the government and ensuring that these 

amounts are collected? 

4. Is there regular reconciliation of investment income banked 
with records of total investment income received in the 

accounting period? 

5. Is there a register for entering investment income (with 
amount, date, name {or account number}, details of the 

investment)? 

6. If this register is different from the register of all investment 
assets held, is there a system for checking the information on 

this register against the register of investments (containing a 

schedule of payments)? 

7. Is there a system to follow up any outstanding (unpaid) 
investment income and to investigate the situation?  

 
By verbal enquiry, observation and/or walkthrough, check that 

the above functions are carried out and check a sample of 

transactions to confirm these controls are being applied. 

 
C 
 

 

 

 
 

 

 
 

 

 
 

Are there controls to ensure that the correct amount of money is 

received and recorded accurately?  

1. Is there a control to ensure that the amount received 

corresponds to the amount due (which in the case of monthly 

instalments, the payment is checked against the latest month 
requiring payment and the amount checked against the amount 

owing to determine if correct)? 

2. Is there a procedure to follow if the amount due and the 
amount of payment are not identical (including what to do in 

case of overpayment and in case of underpayment)? 

3. Is there a control to ensure proper documentation of investment 
revenues and where applicable, a tracking of how much is 

interest payment and how much is repayment of principal (and 

calculating remaining value of investment)? 

 
By verbal enquiry, observation and/or walkthrough, check that 

the above functions are carried out and check a sample of 

transactions to confirm these controls are being applied. 
In some cases, there may be procedures in place, and understood 

by those applying them, even though they may not be 

documented. 

 

   

D 

 
Are there controls to ensure that all investment income received 

is entered into the government’s bank account correctly and 

timely? 
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(A control in this area is sometimes difficult to administer) 
1. Are there adequate controls over the physical handling of 

money? 

1.1 Is there a procedure that any time one employee hands 

cash over to another employee a reconciliation of receipts 
(documents) is made with the cash balance.  

1.2 Is there a requirement that money is be deposited in the 

bank each day? 
1.3 Where this is not done, is there a means of safeguarding 

large amounts of cash over night (or between visits to 

bank to deposit)? 

1.4 Are cash receipts kept completely separate from cash for 
expenditure purposes, such as an imprest account? 

2. Is the change in cash balance from  the previous day reconciled 

at day’s end with record of cash received (sum of tickets or 
receipt documents issued)? 

3. Is the recording of receipts separate from the depositing of the  

in the bank? 
4. In submitting payment to the bank, is the receipt voucher  

filled out? 

5. Is the control requiring the receipt voucher to be date-stamped 

and signed by the receiving officer at the bank being 
followed? 

6. Is there a regular management check (for substantial amounts 

of money, every day) that total receipts reconcile with amount 
deposited in the bank? 

 

By verbal enquiry, observation and/or walkthrough, check that 
the above functions are carried out and check a sample of 

transactions to confirm these controls are being applied 

 

E 
 

Are there controls to prevent or detect investment income being 

received without being recorded? 

1. Is there a procedure for recording all investment income 

received (in form of cash / cheques) and are the details 

(regarding when, how much and under which investments) 
properly recorded (with clear identification of which 

investment asset)? 

2. Is there a system for entering this information into the General 
Ledger? 

3. Are summaries of investment income received (by day, or 

other batching) reconciled with corresponding bank deposits? 
 

By verbal enquiry, observation and/or walkthrough, check that 

the above functions are carried out and check a sample of 

transactions to confirm these controls are being applied 
 

   

F Are there controls to review government investments that are 

failing to provide adequate return or are in a risk status? 
(This is applicable to Commercial Audit) 

Are there review procedures that examine questions such as: 

a) are commercial concerns paying dividends on 

government equity? 
b) are loans extended by the government to commercial 
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concerns being repaid in a timely manner? 
c) are the interest payments as per schedule? 

Are appropriate actions taken where investments are not 

performing well? 

Are there adequate provisions in the investment agreements to 
resolve problems of failure to meet obligations (including dispute 

resolution)? 

 
By verbal enquiry, observation and/or walkthrough, check that 

government investments are being periodically reviewed and 

examine any reports that have been produced 

For a sample of investments that are not performing well, 
determine what review actions have been taken and enquire as to 

what actions have been taken to correct the situation 

 

 

Note: 
For all X must provide explanations/elaboration/implications 

For all  Working Papers should show what tests, data and analysis led the auditor to be 

satisfied that controls were satisfactory 

 

Auditor’s conclusion: 

We have reviewed the controls using the Key Control Questions above as a guide and 

conclude that the overall control system is/ is not working satisfactorily. 

 

Based on this assessment we consider the risk of errors not being prevented or detected and 

corrected is low/medium/high. 

 

Therefore we can/cannot place the planned level of reliance on the controls. If we cannot 

place the planned level of reliance on the controls, we have adjusted the Audit Plan 

accordingly. 

 

Specific weakness are noted on the related Internal Control Weakness Form  

        (reference_______________) 

 

Signed:    Name:   Signature:  Date: 

 

Audit Team Leader __________________  _______________ ______ ______ 

 

Director Audit:  __________________  _______________ ____________ 

 

D.G. Audit  __________________  _______________ ____________ 
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AUDITOR-GENERAL OF PAKISTAN 
AUDIT WORKING PAPER FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 
 

Debt Internal Control Questionnaire 
 

Key Control Questions: 

A. Is there adequate separation of duties? 

B. Are there controls in place to ensure that the terms and conditions of the debt 

agreements are appropriate? 

C. Are there procedures to ensure that the entering into the debt agreement was properly 

authorised? 

D. Are there procedures in place to ensure all payments are made on time, do not incur 

penalties and are correct according to the agreements? 

E. Are there controls to ensure the correct amount of instalment payments (according to 

the related agreements) are made? 

F. Are there procedures to ensure the correct calculation of Principal and Interest 

components of the payments? 

G. Is the calculation of outstanding debt at end of the audit period correct? 

H. Are there procedures to ensure proper tracking of due dates of every debt and 

appropriate scheduling of individual debts? 

I. Are there controls to ensure that no payments are made without being properly 

authorised by sanctioning officer? 

J. Are there controls to ensure all payments relating to interest on debt (or other 

expenditures such as penalties) are correctly and accurately reflected in the General 

Ledger on a timely basis? 

 

Check in box: Yes:   No: X   NA: NA (Not Applicable) 

Q. Controls Yes/No 

NA 

Done 

By: 

WP 

Ref. 

A 

 

 

Is there adequate separation of duties? 

1. Are the functions for drawing up the debt agreement, 

approving the agreement and authorising the government 
entering into the agreement carried out separately?  

2. Are the functions of calculating the instalment payments and 

authorising the payment carried out separately? 

 
By verbal enquiry, observation and/or walkthrough, check that 

the above functions are carried out by separate individuals or 

where these are not separate determine whether this is  
reasonable (such as too small an organisation, or money 

collection activity, to efficiently and effectively separate these 

functions). 

   

B 
 

Are there controls in place to ensure that the terms and 

conditions of the debt agreements are appropriate? 

 

For a sample of agreements check that the original agreement, 
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and all amendments, are on file. 
Analyse the terms and conditions of the agreements and 

determine if any include/exclude clauses that are standard in 

other agreements. 

If necessary consult with lawyers experienced in the field and 
obtain professional opinions. 

 

C 

 
Are there procedures to ensure that entering into the debt 

agreement was properly authorised? 
 

Obtain documents describing policies and procedures applying to 

selecting the lender; negotiating terms and conditions; and 
obtaining authority to enter into the borrowing arrangements. 

 

   

D 

 
Are there procedures in place to ensure all payments are made 

on time, do not incur penalties and are correct according to the 

agreements? 

 

Through interviews and examination of policies and procedures 
documents, determine whether the controls over the issuing of 

payments (and charges and penalties) are sufficient to ensure 

proper management of debt payments. 
 

   

E 

 
Are there controls to ensure the correct amount of instalment 

payments (according to the related agreements) are made? 

Is there a control to track the outstanding debt and payment 
schedule on each agreement and is this sufficient to ensure that no 

payments are made in excess of amount due under each 

agreement, especially where debt has been re-scheduled? 
 

By verbal enquiry, observation and/or walkthrough, check that 

the above functions are carried out and check a sample of 

transactions to confirm these controls are being applied. 
 

   

F Are there systems of checks to ensure that the calculation of 

Principal and Interest components of the payments is correctly 

made? 

 

Where the amortisation tables were drawn up at the time of 

negotiating the loan, check the validity and accuracy of a sample 
of agreements. 

Where the interest rates are variable, check  a sample of debt 

agreements to verify  that the appropriate interest rates were used 
and that the calculations, using those interest rates, were correct. 

 

   

G Are there procedures to ensure the correct calculation of 

outstanding debt at the end of the accounting period? 
 

Examine the methods, procedures and aids for producing the 

information and assess whether they are valid and reliable. 
Through enquiries and review of supporting procedures and 

documents and, especially in the case of computerised methods of 

calculation, recalculate some key figures to determine if the same 

result is obtained  
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H Are there procedures to ensure proper tracking of due dates of 

every debt and appropriate scheduling of individual debts? 

Are dates for renegotiating debt spread out to ensure that a 

sudden rise in interest rates does not affect too large a proportion 

of total debt? 
 

By verbal enquiry, observation and/or walkthrough, check that 

the above functions are carried out. 
If possible, obtain a schedule of major debt agreements with due 

dates, and check that due dates of loans are not too concentrated, 

or clustered, around a single time period . 

 

   

I Are there procedures to ensure no payments are made without 

being properly authorised by sanctioning officer? 

1. Are there checks to ensure that the instalment payment is not 
made twice in the same period? 

2. Are there controls to ensure that instalment payments are made 

on time and do not incur any penalties for late payment? 

3. Where any charges or penalties have to be made, are there 
controls to ensue that the payments are valid, properly 

authorised and, where avoidable, appropriate measures taken 

to avoid the occurrence in the future? 
 

By verbal enquiry, observation and/or walkthrough, check that 

the above functions are carried out and check a sample of 
transactions to confirm these controls are being applied. 

 

   

J Are there procedures to ensure all payments relating to interest 

on debt (or other expenditures such as penalties) are correctly 

and accurately reflected on a timely basis in the General 

Ledger? 

Are reports on the status of outstanding debt and the payments of 
instalments on debt produced regularly and are there requirements 

that the information in the reports be formally approved? 

 

Obtain and examine some status reports and by verbal enquiry, 
observation and/or walkthrough, check that the these reports are 

formally approved 
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Note: 
For all X must provide explanations/elaboration/implications 

For all  the auditor should attach working notes to describe what tests, data and analysis led 

the auditor to be satisfied that controls were satisfactory 

 

Auditor’s conclusion: 

We have reviewed the controls using the Key Control Questions above as a guide and 

conclude that the overall control system is/ is not working satisfactorily. 

 

Based on this assessment we consider the risk of errors not being prevented or detected and 

corrected is low/medium/high. 

 

Therefore we can/cannot place the planned level of reliance on the controls. If we cannot 

place the planned level of reliance on the controls, we have adjusted the Audit Plan 

accordingly. 

 

Specific weakness are noted on the related Internal Control Weakness Form  

        (reference_______________) 

 

Signed:    Name:   Signature:  Date: 

 

Audit Team Leader __________________  _______________ ______ ______ 

 

Director Audit:  __________________  _______________ ____________ 

 

D.G. Audit  __________________  _______________ ____________ 
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AUDITOR-GENERAL OF PAKISTAN 
AUDIT WORKING PAPER FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 

Cash (in Bank and in Hand) Internal Control Questionnaire 
 

Key Control Questions: 

A. Is there adequate separation of duties? 

B. Are there limitations on the size of a payment that may be made in cash? 

C. Are there controls to prevent or detect cash being received without being recorded? 

D. Are there controls to prevent or detect amounts being received but not banked? 

E. Are there controls to prevent or detect receipts being recorded without the cash being 

banked? 

F. Are there controls to prevent or detect cash recorded as received but not received or 

cash recorded as paid but not paid? 

G. Are there controls to prevent or detect cash banked but not recorded? 

H. Are there controls in place to ensure cash surplus to short term needs is earning 

interest? 

 

Check in box: Yes:   No: X   NA: NA  

Q. Controls Yes/No 

NA 

Done 

By
16

: 

WP 

Ref 
17

 

A 

 
 

 

 

Is there adequate separation of duties? 
1. Is more than one employee involved in opening letters 

containing cash cheques and are the cash payments and 

cheques immediately entered into a register (see questions 

C4, E1) and batched for submitting to the bank? 
2. Is the person who checks the balance of cash in hand (petty 

cash or imprest account) different from the person who 

handles the cash? 

 
By verbal enquiry, observation and/or walkthrough, check that 

the above functions are carried out by separate individuals or 

where these are not separate determine whether this is 
reasonable (such as too small an organisation, or money 

collection activity, to efficiently and effectively separate these 

functions. 

 

   

B Are there limitations on the size of a payment made in cash? 

1. Are there upper limits placed on how large a payment may be 

made in cash? 
2. Are there clear procedures for making payments in cash that 

exceed these limits, including: 

a) Who may authorise such payments; 

   

                                                   
16 The name/initials of the auditor who undertook the work 
17 Cross referenced to the working papers that contain the details on which the auditor has formed an 

opinion about the controls. 
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b) Their authorisation limit; 
c) Rationale for making such payment; and 

d) Reporting of all such cases. 

 

By verbal enquiry, observation and/or walkthrough, check that 
the above controls are in place and check a sample of 

transactions (such as found in a report of payments in cash that 

exceed limits and/or by examining payments made out of an 
imprest account) to confirm these controls are being applied. 

 

C 

 
 

Are there controls to prevent or detect money being received 

without being recorded? 
1. Is there a procedure for recording all money received (in form 

of cash or cheques) and are the details (regarding when, how 

much and for what) properly recorded (where appropriate, 
against invoice / receipt number / customer ID)? 

2. Is there a system for entering this information into the General 

Ledger? 

3. Are summaries of money received (by day, or other batching) 
reconciled with corresponding bank deposits? 

 

By verbal enquiry, observation and/or walkthrough, check that 
the above functions are carried out and check a sample of 

transactions to confirm these controls are being applied. 

 

   

D 
 

Are there controls to prevent or detect amounts being received 

but not banked? 

(A control in this area is sometimes difficult to administer) 

1. Are there adequate controls over the physical handling of 
money? 

1.1 Is there a procedure that any time one employee hands 

cash over to another employee a reconciliation of receipts 
(documents) with cash balance is made. 

1.2 Is there a requirement that money is deposited in the bank 

each day? 

1.3 Where this is not done, is there a means of safeguarding 
large amounts of cash over night (or between visits to 

bank to deposit)? 

1.4 Are cash receipts kept completely separate from cash for 
expenditure purposes, such as an imprest account? 

2. Is the change in cash balance from the previous day reconciled 

at day’s end with record of cash received (sum of tickets or 

receipt documents issued)? 
3. Is recording receipts conducted separately from depositing the 

money in the bank? 

4. In submitting payment to the bank, is the receipt voucher 
filled out? 

5. Is the control requiring the receipt voucher to be date-stamped 

and signed by the receiving officer at the bank being 
followed? 

6. Is there a regular management check (for substantial amounts 

of money, every day) that total receipts reconcile with 

amount deposited in the bank? 
7. Is reconciliation with bank carried out on a regular and timely 
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basis (weekly or monthly)? 
 

By verbal enquiry, observation and/or walkthrough, check that 

the above functions are carried out and check a sample of 

transactions to confirm these controls are being applied. 
 

E 

 
Are there controls to prevent or detect receipts being recorded 

without the cash being banked? 

1. Are the daily deposits into the bank reconciled with the record 
of receipts for the day?  

 

By verbal enquiry, observation and/or walkthrough, check that 
the above functions are carried out and check a sample of 

transactions to confirm these controls are being applied. 

 

   

F 
 

Are there controls to prevent or detect cash recorded as 

received but not received / cash recorded as paid but not paid? 

1. Are the daily deposits into the bank reconciled with the record 

of receipts for the day? 
2. Are changes in cash-in-hand balance (for payments in cash) 

reconciled daily against records of payment? 

 
By verbal enquiry, observation and/or walkthrough, check that 

the above functions are carried out and check a sample of 

transactions to confirm these controls are being applied. 

 

   

G 

 
Are there controls to prevent or detect cash banked but not 

recorded? 

Same as F above. 
 

   

H Are there controls in place to ensure cash surplus to short term 

needs is earning interest? 

1. Are forecasts made of short term cash needs? 
2. Are limits set, based on short term needs (or as a % in excess 

of short term needs), on the amount of money held as cash in 

bank? 
3. Are there directives in place as to how cash in excess of 

short term needs is to be handled?  

 

By verbal enquiry, observation and/or walkthrough, check that 
the above functions are carried out and scan bank account(s) to 

see if limits have been exceeded and if so why. 

 

   

 

Note: 
For all X must provide explanations/elaboration/implications 

For all  the auditor should attach working notes to describe what tests, data and analysis led 

the auditor to be satisfied that controls were satisfactory 

 

Auditor’s conclusion: 

We have reviewed the controls using the Key Control Questions above as a guide and 

conclude that the overall control system is/ is not working satisfactorily. 
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Based on this assessment we consider the risk of errors not being prevented or detected and 

corrected is low/medium/high. 

 

Therefore we can/cannot place the planned level of reliance on the controls. If we cannot 

place the planned level of reliance on the controls, we have adjusted the Audit Plan 

accordingly. 

 

Specific weakness are noted on the related Internal Control Weakness Form  

        (reference_______________) 

 

Signed:    Name:   Signature:  Date: 

 

Audit Team Leader __________________  _______________ ______ ______ 

 

Director Audit:  __________________  _______________ ____________ 

 

D.G. Audit  __________________  _______________ ____________ 
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AUDITOR-GENERAL OF PAKISTAN 
AUDIT WORKING PAPER FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 

Pension Internal Control Questionnaire 
 

Key Control Questions: 

I. Is there adequate separation of duties? 

J. Are there controls to ensure that pensioners are properly registered? 

K. Are pension files properly maintained and up-to-date? 

L. Are there controls to prevent or detect payments being made in error (death of 

pensioner / changed status / not a bone-fide pensioner / one person receiving more 

than one pension)? 

M. Are there adequate controls over computations of pension? 

N. Are there controls to ensure payments are properly authorised? 

O. Is transmittal of direct credit / distribution of cheques / cash properly controlled? 

P. Are there controls to ensure payments are properly recorded? 

 

Check in box: Yes:   No: X   NA: NA  

Q. Controls Yes/No 

NA 

Done 

By
18

: 

WP 

Ref
19

. 

A 

 
 

 

 
 

 

 
 

 

 

 

Is there adequate separation of duties? 

Is there adequate segregation of duties among employees who 
perform the following functions: 

a) Authorisation and certification of pension applications? 

b) Maintenance of pensioner records and approval of 
application? 

c) Preparation and authorisation of monthly pension 

payments? 
d) Approval of disbursement of payment to pensioners? 

e) Preparing reconciliations and updating pension register? 

 

By verbal enquiry, observation and/or walk-throughs, check that 
the above functions are actually performed independently. 

   

B Are there controls to ensure that pensioners are properly 

registered? 

1. Are all pension applications certified and authorised by the 

supervising officers before being recorded in the application 

register? 
2. Are pension books issued and recorded in the pension register 

after approval by the delegated officer? 

   

C 

 
Are pension files properly maintained and up-to-date? 
1. Is there sufficient control over access to pension files? 

2. Is there a system to ensure proper authorisation of changes to 

   

                                                   
18 The name/initials of the auditor who undertook the work 
19 Cross referenced to the working papers that contain the details on which the auditor has formed an 

opinion about the controls. 
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pensioner status, rates and information on pensioner files 
(such as bank account / address / )  

3. Are there controls to ensure changes to information on 

pensioner status are communicated promptly and accurately 

to the pay section? 
 

By verbal enquiry, observation and/or walkthroughs, check that 

the above controls are in place (such as control over pass words 

for electronic access to files / limited availability of keys for filing 
cabinets / proper controls for authorising and approving changes 

to data on Pension Register). 

 Check a sample of changes to pensioner status to verify  the 
dates of: request for change made to pensioner data / recording 

of change on pension record / communication of such change(s) 

to pay section. 

D 
 

Are there controls to prevent or detect payments being made in 

error ( e.g. when pensioner dies, is no longer eligible, is 

receiving more then one pension)? 

1. Are the identities of pensioners checked against an up-to-date 
list of pensioners before each pension payment run (or at least 

are the total numbers reconciled)? 

2. Is the personnel area required to vouch that the list of 

pensioners has not changed since the previous pay date (or if 
there have been changes to list them)? – This is a confirmation 

that the pay section has been kept up to date on changes in 

pensioners status 
3. Are there checks by supervisors (especially over the work of 

any new accounting clerks) to ensure any change in 

pensioners status are entered into calculation of pension 
payment and rules are being followed? 

 

By verbal enquiry, observation and/or walkthroughs, check that 

the above controls are in place (such as verifying assurances 
from pension area that the pensioner status information is correct 

for the period covered by the pension payment run / examining 

pensioner files for any communications of feedback on late 
payments, errors in amount of pension payment {note: only 

errors of insufficient payment are likely to be reported in most 

cases –lack of notification is no assurance that over payments 

have not been made}). 
Check a sample of changes to pensioner status to verify  that 

these changes have been incorporated in the list of pensions paid 

(to be paid). 

   

E 

 
Are there adequate controls over computations of pension? 

1. Are personnel in pay the section promptly notified of changes 

in rules and rates regarding pensions? (See also question C3) 

2. Are employees in pay section experienced and/or properly 

trained on rules and methods for calculating pensions? 
3. Where calculations are done by computer, is the process 

completely understood by operators and checks are there to 

ensure the correct inputs are made to the system and the 

outputs are reliable? 

4. Is there an independent check of calculations (such as by a 
supervisor) to pick up any wrong calculations? 
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5. Are records kept of late payment of pensions (with reasons for 
delay – such as insufficient information to complete 

calculations)? 

6. Are there checks made to ensure that entries in the pensioners’ 

pension books are correct and correspond to organisation’s 
records? (The auditor might make a point of being present 

when the pensioner goes to the office to get the pension book 

signed by the DDO) 
7. Is a file kept of all communications from pensioners about 

errors or enquiries over pension received? 

 

By verbal enquiry, observation and/or walkthroughs, check that 
the above controls are in place (such as supervisory activities / 

information on training / any guidelines on upper limits on 

individual payments / listings of errors, omissions, corrections). 
Check a sample of changes to pensioner status to verify  that 

these changes have been incorporated in the payment 

calculations. 

F 
 

Are there controls to ensure payments properly authorised? 
1. Is there a proper process for authorising a “delegated officer” 

within the Pension Section?  

3. Are there proper authorisations for the update of the Pension 
Register? 

4. Is there a formal statement in writing that the supervising 

pensions officer has examined the monthly schedule of 
pensioners’ payments and is satisfied as to its correctness? 

5. Is there a system of recording that the supervising pensions 

officer has, as required: 

 Checked that all amendments to pension payments are 

accurate and there are no unauthorised amendments; 

 Compared current month payments to last month 
payments and reviewed any differences; 

 Compared manual payment record to computer pension 

payments to ensure that no pensioner is paid twice. 

6. Does the supervising pensions officer check that the correct 
coding has been used? 

7. Are there appropriate written authorisations obtained from 

pensioners to authorise another person to collect the pension 
cheque? 

 

By verbal enquiry, observation and/or walkthroughs, check that 

the above controls are in place (including documentation of 
delegation of authority / supervisory sign offs). 

Obtain a list of adjustments made to following month’s pension 

payment because of previous error in pension payment – if no 
such list exists, by scanning a series of payments, select a sample 

of adjustments and determine causes of errors that led to such 

adjustments – and if possible identify control weaknesses. 

   

G 
 

Are transmittals of direct credit / distribution of cheques 

properly controlled? 

1. Are pension payments approved in writing by the DAO/TO 

before issuance of cheques / transmittal of direct credit? 
2. Are pensions distributed by persons who are independent of 

maintenance of pension register, pension preparation, and the 
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cheque preparation functions? 
3. Does the DAO/TO/Bank stamp the Pension Books as required 

and is there a record kept of each pensioner attending every 3 

months for the book to be signed and stamped (for those 

receiving direct credit into their bank)? 

4. Are there controls to ensure that the bank is certifying the 

identity of the pensioner and signing and stamping the 

pension books of those pensioners receiving pension by 

cheque? 
 
By verbal enquiry, observation and/or walkthroughs, check that 

the above controls are in place). 

H Are there controls to ensure payments are properly recorded? 

1. Does the supervisor of the pension section make periodic 
checks and calculations to determine that the total pension run 

is correctly recorded in the General Ledger under the 

appropriate Object codes (A041 and sub-levels)? 
2. Is there regular reconciliation of bank account to ledger to 

summaries of pension transactions? 

 

Review the manual/computer system(s) to assure that the 
appropriate steps are carried out, and adequate controls are in 

place. 

For a manual system: by verbal enquiry, observation and/or 
walkthroughs, check that the above controls are being applied. 

During substantive testing, or by analytical review, check that for 

a particular pension run, the total payments for pensions are 
identical to the figure posted to the General Ledger under the 

Object Code listed in Chart of Accounts for pensions (A041, or a 

subset of this code). 

 

   

 

 

 

 

 

 

Note: 
For all X must provide explanations/elaboration/implications 

For all  the auditor should attach working notes to describe what tests, data and analysis led 

the auditor to be satisfied that controls were satisfactory 

 

Auditor’s conclusion: 

We have reviewed the controls using the Key Control Questions above as a guide and 

conclude that the overall control system is/ is not working satisfactorily. 

 

Based on this assessment we consider the risk of errors not being prevented or detected and 

corrected is low/medium/high. 

 

Therefore we can/cannot place the planned level of reliance on the controls. If we cannot 

place the planned level of reliance on the controls, we have adjusted the Audit Plan 

accordingly. 
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Specific weakness are noted on the related Internal Control Weakness Form  

        (reference_______________) 

 

Signed:    Name:   Signature:  Date: 

 

Audit Team Leader __________________  _______________ ______ ______ 

 

Director Audit:  __________________  _______________ ____________ 

 

D.G. Audit  __________________  _______________ ____________ 
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AUDITOR-GENERAL OF PAKISTAN 
AUDIT WORKING PAPER FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 
 

Major Assets Internal Control Questionnaire 
 

Key Control Questions: 
 

A. Are the procedures for Fixed Assets Management outlined in 13.4, 13.5 and 13.6 of 

the Accounting Policies and Procedures Manual being followed? 

B. Is there adequate separation of duties for the key functions performed in the 

maintenance of asset records and the safeguarding of assets? 

C. Are there controls to ensure all new assets (purchased or constructed) are properly 

recorded? 

D. Are there controls to ensure that records are changed only for valid changes in the 

status of assets?  

E. Are assets adequately safeguarded? 

F. Are all assets maintained in good working order? 

G. Are assets properly utilised and is information on the use of the assets maintained?  

H. Do policies and procedures exist to ensure that all assets that are of no further use to 

the organisation (obsolete, not utilised or abandoned) are properly disposed of? 

I. Are all sales of assets properly authorised? 

J. Are all capital assets, and changes to the inventory of assets, correctly, accurately and 

timely reflected in the Fixed Assets Register? 

 

Check in box: Yes:   No: X   NA: NA (not applicable) 

Q. Controls Yes/No 

NA 

Done 

By
20

: 

WP 

Ref
21

 

A Are the procedures for Fixed Assets Management outlined in 

13.4, 13.5 and 13.6 of the Accounting Policies and Procedures 

Manual (NAM) being followed? 
1. Is the following information contained in the Fixed Assets 

Register22: 

a) Description 
b) Classification of asset 

c) Date of purchase / date of completion 

d) Original purchase cost (in rupees) 
e) Cost in foreign currency (where applicable) 

f) Asset identification number 

g) Current location 

h) Ownership of / responsibility for? 
1.1 In addition, where required (e.g. applicable in commercial 

   

                                                   
20 The name/initials of the auditor who undertook the work 
21 Cross referenced to the working papers that contain the details on which the auditor has formed an 

opinion about the controls. 
22 Categories of assets include: land & building; civil works; plant and machinery; vehicles; furniture and 

fittings; office equipment; computer equipment 
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operations), does the fixed assets register state the 
applicable depreciation rate? 

2. Are fixed assets reports produced every quarter? 

3. Are the policies for disposal of fixed assets (13.5) being 

followed? 
4. Is there proper accounting of the proceeds from disposal (13.6) 

being followed? 

 
Refer to the details outlined in the Accounting Polices and 

Procedures Manual to check on additional applicable policies. 

Through verbal enquiry, observation and/or walk-through, check 
that the above directives are being followed. 

Take a small sample of situations addressed in the Accounting 

Polices and Procedures Manual and check that they have 
complied with these directions. 

 

B 

 
 

 

 

Is there adequate separation of duties? 

1. Is the maintenance of asset records undertaken by 

individuals that are independent of those responsible for the 

safeguarding of the assets? 
Or Are the records of assets kept within the Finance Section 

periodically and independently cross-checked against the 
records of assets maintained elsewhere? 

2. Are periodic physical counts of assets made by persons 

independent of accounting and asset records and independent 
of the custodians of the assets? 

 

By verbal enquiry, observation and/or walkthrough, check that 

the above functions are carried out by separate individuals or 
where these are not separate determine whether this is 

reasonable (such as too small an organisation, or money 

collection activity, to efficiently and effectively separate these 
functions). 

 

   

C Are there controls to ensure all new assets (purchased or 

constructed) are properly recorded? 
1. Refer to the audit guide for the audit of Goods and Services for 

controls over the receipt of goods – is there a procedure for 

ensuring all capital goods, when entered into accounts (or 
General Ledger) also get entered into the Fixed Assets 

Register? 

2. Is there a procedure for reporting new assets resulting from 
construction (such as a copy of a commissioning report) to be 

submitted for entry into the Fixed Assets Register? 

 

By verbal enquiry, observation and/or walkthrough, check that 
the above functions are carried out and check a sample of 

transactions to confirm these controls are being applied 

 

   

D Are there controls to ensure that records cannot be changed 

except for valid changes in the status of assets? 

1. Are there controls over access to records (computerised and 

manual) such as pass word controls, limited availability of 
keys to the room or filing cabinet where records are kept? 
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2. Is there a requirement to report changes to assets on a 
sequentially numbered form? 

3. Is there a process for reporting these changes to the status of 

assets and are these reports checked against changes to 

records by a supervisor or independent officer? 
 

By verbal enquiry, observation and/or walkthrough, check that 

the documents and records are secure and well safeguarded. 

By verbal enquiry, observation and/or walkthrough, check that 
that controls over changes in status of assets are in place. 

 

E 

 
Are assets adequately safeguarded? 
1. Is a proper listing of assets maintained on site and is this 

periodically reconciled with Fixed Assets Register (if a 

different document)? 

2. Are assets maintained in good working order? 
3. Are assets properly guarded? 

4. Does management (or Internal Audit) conduct periodic stock 

taking of major assets? 
5. Are adequate actions taken in response to discrepancies 

between records and physical existence?  

 

Examine listing of assets at site and, for a sample of assests, 
confirm that they physically exist and are properly described in 

listing of assets. 

Inspect buildings, fencing, grounds, etc. and check existence of 
equipment. 

Check that fences are well maintained, access is adequately 

controlled (including keys to buildings) equipment  is properly 
secured), existence of armed security where appropriate and 

confirm through interviews, observation and walk-through that 

assets are adequately safeguarded. 

Examine stock taking reports and management follow-up on 
discrepancies discovered. 

 

   

F 
 

Are all assets maintained in good working order? 
1. Are there maintenance schedules and renovation plans? 

2. Are these schedules and plans being implemented in a timely 

manner? 

3. Are assets in good working order? 
 

Inspect condition of buildings, fencing, grounds, etc. and request 

that equipment be started up to demonstrate that it is  in good 
working order. 

Examine maintenance schedules and renovation plans and 

enquire if these are considered adequate and are being followed 

and, if not, why not. 
 

   

G 

 
Are assets properly utilised and information on the use of the 

assets maintained? 
1. Are buildings used as intended? 

2. Are buildings properly utilised (e.g. they are in use for the 

intended number of occupants)? 

3. Are records kept on the use of equipment (logs of daily use / 
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distances travelled / who used / fuel consumed etc) and is 
actual capacity utilisation assessed periodically? 

 

By verbal enquiry, observation and/or walkthrough, check that 

buildings, vehicles and other equipment are properly utilised. 
Check reports and equipment operating logs to determine 

whether management have knowledge of how assets are being 

utilised. 
 

H 

 
Are there policies and procedures to ensure any assets of no 

further use are properly disposed of? 

1. Are there clear policies on the disposal of obsolete, unutilised 
or abandoned assets? 

2. Is income from sales of the asset properly accounted for? 

3. Are maintenance costs tracked and decisions made as to when 
it is cheaper to replace equipment rather than continue to 

maintain? 

 

Through interviews and review of documents relating to disposal 
policies and procedures determine whether such controls exist. 

Through observation and inspection of assets determine whether 

these policies are followed. 
 

   

I 

 
Are all sales of assets properly authorised? 

1. Are there delegated authorisation limits for approving the sale / 

disposal of assets? 
2. Does the authorising officer have to complete a form 

explaining the reasons for the sale or disposal of the asset? 

 
By verbal enquiry, observation and/or walkthrough, check that 

the above functions are carried out and check a sample of 

transactions to confirm these controls are being applied 
  

   

J Are all capital asset and changes to the inventory of assets, 

correctly and accurately reflected in the Fixed Assets Register 

on a timely basis? 
1. Is there a form (or place on the authorising form referred to in 

question H2 above) to record the subsequent action? 

2. Does a copy of this information get sent to the Fixed Assets 

Register to update the status of the asset? 
 

By verbal enquiry, observation and/or walkthrough, check that 
the above functions are carried out and check a sample of 

transactions to confirm these controls are being applied. 

 

   

 

 

 

Note: 
For all X must provide explanations/elaboration/implications 

For all  the auditor should attach working notes to describe what tests, data and analysis led 

the auditor to be satisfied that controls were satisfactory 
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Auditor’s conclusion: 

We have reviewed the controls using the Key Control Questions above as a guide and 

conclude that the overall control system is/ is not working satisfactorily. 

 

Based on this assessment we consider the risk of errors not being prevented or detected and 

corrected is low/medium/high. 

 

Therefore we can/cannot place the planned level of reliance on the controls. If we cannot 

place the planned level of reliance on the controls, we have adjusted the Audit Plan 

accordingly. 

 

Specific weakness are noted on the related Internal Control Weakness Form  

        (reference_______________) 

 

Signed:    Name:   Signature:  Date: 

 

Audit Team Leader __________________  _______________ ______ ______ 

 

Director Audit:  __________________  _______________ ____________ 

 

D.G. Audit  __________________  _______________ ____________ 
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AUDITOR-GENERAL OF PAKISTAN 
AUDIT WORKING PAPER FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 

Assets Internal Control Questionnaire 
(For Accrual Accounting) 

 

Key Control Questions: 

 

A. Have assets been properly listed and valued for the purposes of full accrual 

accounting (where the organisation is on full accrual accounting basis)?  

B. Is there a system for collecting information from the Fixed Assets Register and the 

General Ledger for inclusion in the corporate balance sheet? 

C. Are there clear policies and procedures for the depreciation of assets according to 

generally accepted accounting principles? 

 

Check in box: Yes:   No: X   NA: NA (not applicable) 

Q. Controls Yes/No 

NA 

Done 

By
23

: 

WP 

Ref
24

. 

A 
 

 

 
 

Have assets been properly listed and valued for the purposes of 

full accrual accounting (where the organisation is on full 

accrual accounting basis)?  

1. Where the organisation is converting its accounting system 
from a cash basis to a full accrual accounting basis, are there 

adequate plans and controls for the conversion process? 

2. If there are any delays in the implementation of conversion, 

what plans and actions are in place to bring about the 
conversion? 

 

Through interviews and examination of documentation, 
determine how well the implementation process is progressing.  

 

   

B 

 
Is there a system for collecting information from the Fixed 

Assets Register and the General Ledger for inclusion in the 

corporate balance sheet? 
1. Is there a process to ensure that all transactions are captured? 

2. Is there clear responsibility for ensuring the completeness of 

the information on assets as presented on the balance sheet? 
 

By verbal enquiry, observation and/or walkthrough, check that 
the above functions are carried out and check a sample of 

transactions to confirm these controls are being applied. 

 
 

   

                                                   
23 The name/initials of the auditor who undertook the work 
24 Cross referenced to the working papers that contain the details on which the auditor has formed an 

opinion about the controls. 
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C 
 

Are there clear policies and procedures for the depreciation of 

assets according to generally accepted accounting principles? 

1. Is there a computerised process for entering depreciated data? 

2. For manual systems, is there a guideline for calculating the 

depreciated value of the asset, according to the class of asset, 
each year and for calculating the capital cost allowance? 

3. Is there a process for checking the data to ensure they are 

correct (complete and accurate)? 
 

By verbal enquiry, observation and/or walkthrough, check that 

the above functions are carried out and check for a sample of 

records that these controls are being applied. 
 

   

 

Note: 

For all X must provide explanations/elaboration/implications 

For all  the auditor should attach working notes to describe what tests, data and analysis led 

the auditor to be satisfied that controls were satisfactory 

 

Auditor’s conclusion: 

We have reviewed the controls using the Key Control Questions above as a guide and 

conclude that the overall control system is/ is not working satisfactorily. 

 

Based on this assessment we consider the risk of errors not being prevented or detected and 

corrected is low/medium/high. 

 

Therefore we can/cannot place the planned level of reliance on the controls. If we cannot 

place the planned level of reliance on the controls, we have adjusted the Audit Plan 

accordingly. 

 

Specific weakness are noted on the related Internal Control Weakness Form  

        (reference_______________) 

 

Signed:    Name:   Signature:  Date: 

 

Audit Team Leader __________________  _______________ ______ ______ 

 

Director Audit:  __________________  _______________ ____________ 

 

D.G. Audit  __________________  _______________ ____________ 
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AUDITOR-GENERAL OF PAKISTAN 
AUDIT WORKING PAPER FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 

Stores and Inventory Internal Control Questionnaire 
 

Key Control Questions: 

A. Is there adequate separation of duties? 

B. Are there adequate inventory policies and procedures? 

C. Are there adequate controls to ensure that items purchased for stores are properly 

inspected upon receipt? 

D. Is there a suitable inventory control system to reorder items in an economic and 

timely manner?  

E. Are there adequate controls over access to stores and the safeguarding of inventory? 

F. Is there an appropriate system for maintaining inventory records? 

G. Where there is full accrual accounting, is there a system for the tracking of items used 

and allocating costs to the correct cost allocation area? 

H. Is there regular stocktaking carried out (preferably periodically by an independent 

party) and reporting of the results? 

I. Are there proper controls over the write-off of obsolete, lost or damaged inventory? 

 

Check in box: Yes:   No: X   NA: NA  

Q. Controls Yes/No 

NA 

Done 

By: 

WP 

Ref. 

A 

 
Is there adequate separation of duties? 

1. Are the tasks of ordering stores, checking deliveries and 

approving payments conducted by separate individuals? 

2. Is the responsibility for issuing items out of stores separate 

from maintaining stores records (if the size of the operation 

can justify two or more people)? 
 
By verbal enquiry, observation and/or walkthrough, check that 

the above functions are carried out by separate individuals or 

where these are not separate determine whether this is 
reasonable (for example, because the organization is too small  to 

efficiently and effectively separate these functions) 

   

B Are there adequate inventory policies and procedures? 

1. Are there detailed inventory policies and procedures, approved 
by an appropriate management authority? 

2. Are they up-to-date and relevant to the specific operations? 

3. Are these instructions readily available to those to whom they 
apply? 

4. Are those responsible for stores well conversant with these 

procedures? 
 

Examine the policies, procedures and directives and assess their 

appropriateness. 
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By verbal enquiry, observation and/or walkthrough, check that 
these are being followed 

C 

 
Are there adequate controls to ensure that items purchased for 

stores are properly inspected upon receipt? 

1. Has an officer (with the technical competence for conducting 
the examination of goods received) been delegated the 

responsibility for examining goods delivered to stores to 

ensure that there is a valid purchase order, that the product is 

as specified, that there are the correct quantities and that the 
product is in good condition? 

2. Is there a system to record the quantity ,quality, specifications 

and condition of the deliveries with an authorisation signature 
to that effect? 

3. Are there clear instructions as to what should be checked on 

receipt (such as a check that there is full shelf-life remaining 
on product delivered)? 

 

Examine the policies, procedures and directives and assess their 

appropriateness. 
By verbal enquiry, observation and/or walkthrough, check that 

these are being followed. 

 

   

D 

 
Is there a suitable inventory control system to reorder items in 

an economic and timely manner? 

1. Is there a system for ensuring an appropriate number of items 

are acquired in sufficient time to ensure that stores do not 
normally run out of stock before replenished (such as a bin 

control system)? 

2. Is there a back-order list and is this checked regularly to follow 
up on over-due items on order? 

 

By verbal enquiry, observation and/or walkthrough, check that 
the above functions are carried out and check a sample of 

transactions to confirm these controls are being applied. 

 

   

E 
 

Are there adequate controls over access to stores and the 

safeguarding of inventory? 

1. Are all stores items under the physical control of a 

designated storekeeper, who is held responsible for their 

safekeeping? 
2. Are small, high value items (attractive items) maintained in a 

locked area with controlled access? 

3. Are there guards, fences, and other means appropriate for the 
safeguarding of stores inventory? 

4. For items transferred from one location to another (especially 

high value items), are there adequately controls to ensure safe 

delivery? 
5. Where materials are dismantled on site, are there controls to 

keep track of the items and ensure they are properly returned 

to stores? 
 

By verbal enquiry, observation and/or walkthrough, check that 

the above functions are carried out. 
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F 
 

Is there an appropriate system for maintaining inventory 

records? 

1. Are there suitable records for tracking items entering and 

leaving stores and for maintaining proper accounts and 

controls over the physical and financial information? 
2. Where a bin card system is in use, is this working properly? 

3. In particular, where the bin card system has an automatic 

reorder level, is this being complied with?  
4. Are there procedures to ensure timely and accurate entries to 

the accounts (records for all purchased and transferred items, 

and for all items issued out of stores, transferred or disposed 
of)? 

 

By verbal enquiry, observation and/or walkthrough, check that 
the above functions are carried out and check a sample of 

transactions to confirm these controls are being applied. 

Where there is a bin card system, check a sample of inventory 

items and note whether the information on the card is consistent 
with the physical count and check whether reorder action was 

taken promptly when the reorder level was hit (compare dates). 

 

   

G 

 
Where there is full accrual accounting, is there a system for the 

tracking of items used and allocating costs to the correct 

accountability area? 

1. Where the costs of items from inventory are allocated to the 
user at the time of use and charged against the relevant activity 

or cost-centre, is there a suitable system for tracking the use of 

items and allocating an appropriate cost (such as original 
purchase cost or some adjusted cost)? 

2. Is there a corresponding means of calculating the value of 

items kept in stores? 
3. Is the method of valuing inventory consistent with GAAP? 

4. Are there controls to ensure that a proper valuation of 

inventory is entered into the balance sheet of the financial 
statements? 

5. Are there adequate controls to ensure stores are properly 

credited with the value of the item(s) issued? 
 

By verbal enquiry, observation and/or walkthrough, check that 

the above functions are carried out and check a sample of 

transactions to confirm these controls are being applied. 

 

   

H Is regular stocktaking carried out (preferably periodically by an 

independent party) and reported on? 

1. Does the delegated officer ensure that balances recorded in 

stores are regularly checked by a stocktaking (at least once 

per year)? 
2. Are there appropriate controls over the process of stocktaking 

(to ensure all items are included in count, avoid any double 
counting, and ensure accurate counts) such as proper count 

sheets, well-instructed teams, a systematic approach and no 

movement of items during he count? 

3. Is a copy of the stocktaking report sent to relevant management 
(DAO/AG/AGPR)? 
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By verbal enquiry, observation and/or walkthrough, check that 

the above functions are carried out and check a sample of 

transactions to confirm these controls are being applied. 

Examine a few copies of stocktaking reports and conclude on how 
well the inventories are safeguarded. 

 

H Are there proper controls over the write-off of obsolete, lost or 

damaged inventory? 
1. Are there procedures for ensuring that: 

a) Slow moving items are regularly checked and excessive 

inventory identified for disposal (especially where there 
is a shortage of space); 

b) Damaged or missing items are identified and where 

appropriate written-off following proper procedures; 
c) Procedures ensure proper authorisation for disposal 

actions; 

d) Reports are issued for all write-offs (including 

information on what / value / reasons); and 
e) These reports are brought to the attention of senior 

management? 

2. Are there controls to ensure corresponding adjustments are 

made to the inventory accounts accurately and on a timely 

basis? 
 

By verbal enquiry, observation and/or walkthrough, check that 
the above functions are carried out and check a sample of stock 

items to confirm these controls are being applied. 

Examine a few copies of write-off reports and conclude on the 
extent of losses and damage to inventory. 

 

   

 

Note: 
For all X must provide explanations/elaboration/implications 

For all  the auditor should attach working notes to describe what tests, data and analysis led 

the auditor to be satisfied that controls were satisfactory 

Auditor’s conclusion: 

We have reviewed the controls using the Key Control Questions above as a guide and 

conclude that the overall control system is/ is not working satisfactorily. 

 

Based on this assessment we consider the risk of errors not being prevented or detected and 

corrected is low/medium/high. 

 

Therefore we can/cannot place the planned level of reliance on the controls. If we cannot 

place the planned level of reliance on the controls, we have adjusted the Audit Plan 

accordingly. 

 

Specific weakness are noted on the related Internal Control Weakness Form  

        (reference_______________) 

 

Signed:    Name:   Signature:  Date: 

 

Audit Team Leader __________________  _______________ ______ ______ 
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Director Audit:  __________________  _______________ ____________ 

 

D.G. Audit  __________________  _______________ ____________ 
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AUDITOR-GENERAL OF PAKISTAN 
AUDIT WORKING PAPER FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 

Investment Assets Internal Control Questionnaire 
 

Key Control Questions: 

A. Is there adequate separation of duties? 

B. Are there controls in place to ensure that the types of investment are appropriate and 

the terms and conditions of the investment agreements are appropriate? 

C. Are there procedures to ensure that each investment activity and investment 

agreement was properly authorised? 

D. Are there procedures in place to ensure all investment payments are received on time, 

and are consistent with the terms and conditions of the investment agreements and are 

correctly calculated? 

E. Are there controls to ensure the investment payments are properly accounted as to 

payment of interest and payment of principal and are correctly and accurately 

reflected in a timely manner in the General Ledger? 

F. Are there controls to ensure that the valuations of the investment assets at the end of 

the accounting period are correct? 

 

Check in box: Yes:   No: X   NA: NA (Not Applicable) 

Q. Controls Yes/No 

NA 

Done 

By: 

WP 

Ref. 

A 

 

 

Is there adequate separation of duties? 

1. Are the functions for drawing up the investment 

arrangements, approving the investment and authorising the 
government to make the investment carried out separately? 

2. Is the function of maintaining records on investments kept 

separate from the function of safeguarding the investment 
assets (holding the documents in safe-keeping)?  

   

B 

 
Are there controls in place to ensure that the types of investment 

are appropriate and the terms and conditions of the investment 

agreements are appropriate? 
Through analytical review, determine what types of investments 

have been entered into and assess the associated risks and 

returns associated with each type of investment. 
For a sample of agreements check that the original agreement, 

and all amendments, are on file. 

Analyse the terms and conditions of the agreements and 
determine if they are appropriate. 

If necessary consult with lawyers experienced in the field and 

obtain professional opinions. 

   

C 
 

Are there procedures to ensure that each investment activity and 

investment agreement was properly authorised? 

Obtain documents describing policies and procedures applying to 

selection of investments, negotiation of  terms and conditions, and 
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obtaining authority to enter into the investment arrangements. 
Select a sample of investments and through interviews, 

walkthrough, check whether there is documentation showing that 

the proper procedures were followed. 

D 
 

Are there procedures in place to ensure all investment payments 

are received on time, and are consistent with the terms and 

conditions of the investment agreements and are correctly 

calculated? 

Through interviews, and examination of policies and procedures 
documents, determine whether the appropriate controls are in 

place. 

For a sample of investment payments, check records of receipt of 
investment payments against arrangements outlined in the 

investment agreements and confirm that payments were received 

on time and for the correct amount. 

   

E 
 

Are there controls to ensure receipts of investment income are 

properly accounted for as to payment of interest and payment of 

principal and are correctly, accurately and timely reflected in 

the General Ledger? 
Are reports on the status of investments, and the earnings of the 

investments, produced regularly and are there requirements that 

the information in the reports be formally approved? 
 

Where the amortisation tables were drawn up at the time of 

negotiating the loan, check the validity and accuracy of a sample 

of agreements. 
Where the interest rates are variable, check for a sample of 

investment arrangements to verify  that the appropriate interest 

rates were used and that the calculations, using those interest 
rates, were correct. 

   

F Are there controls to ensure that the valuations of the 

investment assets at the end of the accounting period are 

correct? 
Is there a control to track the value of each investment as it 

changes (due, for example to increases in its value as interest is 

accumulated or decreases as the principal component of the 
repayments are deducted from the value of the investment)? 

 

Through interviews and examination of procedures, determine 
whether there are appropriate means of tracking the value of 

investments (either through computer routines or through 

instructions for conducting the calculations manually). 

   

 

Note: 
For all X must provide explanations/elaboration/implications 

For all  the auditor should attach working notes to describe what tests, data and analysis led 

the auditor to be satisfied that controls were satisfactory 

 

Auditor’s conclusion: 

We have reviewed the controls using the Key Control Questions above as a guide and 

conclude that the overall control system is/ is not working satisfactorily. 
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Based on this assessment we consider the risk of errors not being prevented or detected and 

corrected is low/medium/high. 

 

Therefore we can/cannot place the planned level of reliance on the controls. If we cannot 

place the planned level of reliance on the controls, we have adjusted the Audit Plan 

accordingly. 

 

Specific weakness are noted on the related Internal Control Weakness Form  

        (reference_______________) 

 

Signed:    Name:   Signature:  Date: 

 

Audit Team Leader __________________  _______________ ______ ______ 

 

Director Audit:  __________________  _______________ ____________ 

 

D.G. Audit  __________________  _______________ ____________ 
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AUDITOR-GENERAL OF PAKISTAN 
AUDIT WORKING PAPER FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 
Grants-in-Aid and Contributions Internal Control Questionnaire 

 

Key Control Questions: 

 

A. Is there adequate separation of duties? 

B. Is the provision of grant or contribution properly authorised? 

C. Are there controls to ensure that the necessary funds are available under the budget 

and that the particular grant / contribution is a correct expenditure against the budget 

(consistent with the object / appropriation / objectives of the programme)? 

D. Are there clear criteria as to what / who is eligible under the programme and are there 

procedures in place to ensure that a grant / contribution is consistent with these terms 

and conditions? 

E. Are there procedures in place to ensure that the provision of a grant/contribution and 

the allocation of funds to recipients is fair and equitable? 

F. Are agreements drawn up (or letters signed) that reflect the established terms and 

conditions for the grant or contribution? 

G. Are there controls to ensure payments are only made if the payment under the 

contribution has proper supporting documentation to support the amount claimed? 

H. Are there controls to ensure payments properly authorised? 

I. Are there controls to ensure all payments are properly recorded? 

J. Are audits carried out to ensure that funds were expended according to the terms and 

conditions / agreement under which the funding was provided? 

 

Check in box: Yes:   No: X   NA: NA  

Q. Controls Yes/No 

NA 

Done 

By
25

: 

WP 

Ref
26

. 

A 
 

 

 

 

Is there adequate separation of duties? 
Is the approval of a grant / contribution independent of the 

function of providing the funds? 

 

Through enquiry, observation and/or walk-through procedures, 
verify that these functions are performed by individuals 

independently of each other or where these are not separate 

determine whether reasonable (such as too small an organisation 
to efficiently and effectively separate these functions) 

   

B 

 
Is the provision of grant or contribution properly authorised? 

1. Is there a directive and procedure requiring proper authority 

to be obtained before entering into an agreement to provide 

a grant or contribution? 

   

                                                   
25 The name/initials of the auditor who undertook the work 
26 Cross referenced to the working papers that contain the details on which the auditor has formed an 

opinion about the controls. 
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2. Are there clearly defined levels of authority for positions 
and/or individuals and are these documented and properly 

delegated? 

3. Are there clear policies (or checklists) as to what the 

proposed grant or contribution has to meet before it may be 

authorised? 
 

By verbal enquiry, observation and/or walkthroughs, check that 

the above controls are understood and in place. 
Check for a sample of transactions whether proper authority to 

enter into the agreement to provide a grant or contribution was 

obtained and whether the size of the grant / contribution was 
within the authority limit of the authorising officer. 

 

C 

 
Are there controls to ensure that the necessary funds are 

available under the budget and that the particular grant / 

contribution is a correct expenditure against the budget 

(consistent with the object / appropriation / objectives of the 

programme)? 

1. Are there clear directives and procedures for ensuring that 

grants / contributions are only offered after proper 

authorisation to proceed? 
2. Are there directives / procedures / forms to check that 

sufficient funds are available before commitments are made to 

provide grant / contribution and are they being followed? 

3. Do these procedures ensure that the proposed grant / 

contribution is identified against the correct budget (consistent 
with object / appropriation / objectives of the programme)? 

 

By verbal enquiry, observation and/or walkthroughs, check that 
the above controls are understood and in place. 

Check a sample of transactions to see whether proper authority 

to enter into the grant / contribution agreements was obtained  
and whether the size of grant / contribution was within the 

authority limit of the authorising officer. 

 

   

D 
 

Are there clear criteria as to what / who is eligible under the 

programme and are there procedures in place to ensure that a 

grant / contribution is consistent with these terms and 

conditions? 
1. Are there specific eligibility criteria for the selection and/or 

approval of the grant / contribution? 

2. Are there procedures to ensure that these criteria are applied 

when deciding whether to approve/reject the grant / 
contribution? 

3. Are the criteria sufficiently clear to ensure that selection / 

approval are objective and consistent? 
 

By verbal enquiry, observation and/or walkthroughs, check that 

the above controls are understood and in place. 

Examine a sample of grants / contributions applications 
(covering both accepted and rejected) and determine whether the 

criteria are sufficiently clear to concur that the decisions to 

accept / reject are consistent with the criteria. 
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E 
 

Are there procedures in place to ensure that the provision of a 

grant/contribution and the allocation of funds to recipients is 

fair and equitable? 

1. Do the qualifying / selection criteria to ensure a fair and 

equitable process of providing grants / contributions?  
2. Are there reports that indicate the distribution of grants / 

contributions across the population of potential recipients 

(such as indicating the number / value of grants / contributions 
by district / province)? 

 

By verbal enquiry, observation and/or walkthroughs, check that 

the above controls are understood and in place. 
Through analytical methods, asses whether the grants / 

contributions are distributed relatively evenly throughout the 

population of potential recipients and where this is not the case, 
determine the explanations for the variations. 

 

   

F 

 
Are agreements drawn up (or letters signed) that reflect the 

established terms and conditions for the grant or contribution? 
1. Are there standard agreements (or letters of offer/acceptance) 

that make the terms and conditions of the funding clear? 

2. Are these agreements/letters according to a standard format 

and are the terms and conditions of the agreements/letters 

consistent with the legislation / regulations / objectives / 

conditions of the funding programme? 
 

For a sample of grants / contributions, examine the wording of 
the agreements / letters of offer / acceptance (and letters of 

rejection) and conclude whether they are consistent with the 

legislation / regulations / objectives / conditions of the funding 

programme. 
 

   

G Are there controls to ensure payments are only made if the 

payment under the contribution has proper supporting 

documentation to support the amount claimed? 

1. Do the contribution agreements clearly specify what 

supporting evidence of expenditures is required for claiming 

payments? 
2. Are there directives as to what information is required to 

support the payment claim before payment under the 

agreement is allowed?  
 

By verbal enquiry, observation and/or walkthroughs, check that 

the above controls are understood and in place. 

Check a sample of payments and determine whether the 
necessary evidence of expenditures was in place before a 

payment was authorised. 

 

   

H Are there controls to ensure payments are properly authorised? 

1. Are the delegated requirements as spelt out under “Delegation 

of Financial Powers” being followed? 

2. Does the delegated authority obtain audited financial 

statements (as required under 4.12.1.4 of the Accounting 
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Policies and Procedures Manual) before approving the grant 

/ contribution? 
3. Does the approving authority obtain evidence that the criteria 

for providing the grant / contribution have been met before 
approving the payment? 

4. Does the approving authority vouch that the financial 

statements and evidence of criteria met (as required under 

section 4.1.2.1.4)? 
 

By verbal enquiry, observation and/or walkthroughs, check that 

the above controls are understood and in place. 
Check a sample of payments and determine whether the required 

steps (as outlined above) were taken before a payment was 

authorised. 
 

I Are there controls to ensure all payments are properly 

recorded? 

1. Are cheque details recorded in the Cheque Register (Form 4J)? 

2. Does the Delegated Officer prepare and dispatch a Daily 

Advice Note (Form 4L) from the Cheque Register as 

required to the designated bank, and copy sent to Account 

Section? 
3. Are vouchers (how are these vouchers described?) forwarded 

to Account Section, entered into Sub Ledger and voucher and 

supporting documentation filed? 

4. Is the monthly report “Disbursement Confirmation Statement” 

issued in a timely manner and does the DDO check these 
reports for reliability and accuracy? 

 

By verbal enquiry, observation and/or walkthrough, check that 
the above functions are carried out and check a sample of 

transactions to confirm these controls are being applied. 

 

   

J Are audits carried out to ensure that funds were expended 

according to the terms and conditions / agreement under which 

the funding was provided? 

 
Examine audit plans and lists of audit completed. 

Take a sample of audit reports and determine whether the audits 

are establishing that: 
a) Funds are spent as intended; 

b) Unused funds are returned; 

c) Those organisations / individuals who have failed to 

comply with the conditions / agreements have not 
received any additional funding. 

 

   

 

 

Note: 
For all X must provide explanations/elaboration/implications 

For all  the auditor should attach working notes to describe what tests, data and analysis led 

the auditor to be satisfied that controls were satisfactory 
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Auditor’s conclusion: 

We have reviewed the controls using the Key Control Questions above as a guide and 

conclude that the overall control system is/ is not working satisfactorily. 

 

Based on this assessment we consider the risk of errors not being prevented or detected and 

corrected is low/medium/high. 

 

Therefore we can/cannot place the planned level of reliance on the controls. If we cannot 

place the planned level of reliance on the controls, we have adjusted the Audit Plan 

accordingly. 

 

Specific weakness are noted on the related Internal Control Weakness Form  

        (reference_______________) 

 

Signed:    Name:   Signature:  Date: 

 

Audit Team Leader __________________  _______________ ______ ______ 

 

Director Audit:  __________________  _______________ ____________ 

 

D.G. Audit  __________________  _______________ ____________ 
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AUDITOR-GENERAL OF PAKISTAN 
AUDIT WORKING PAPER FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 

Manufacturing Operations Internal Control Questionnaire 
 

Key Control Questions: 

A. Are there procedures in place to ensure that each job (or work order) has an 

associated cost estimate? 

B. Are there controls in place to ensure that no production job is started without proper 

approvals? 

C. Are there controls in place to ensure that labour costs are accurately allocated to 

product lines (or individual products / jobs / batches)? 

D. Are there systems to track the use of materials and allocate material costs to product 

lines (or individual products / jobs / batches)? 

E. Are there appropriate procedures to allocate overhead to product lines (or individual 

products / jobs / batches)? 

F. Are there controls in place to keep track of wastage / losses? 

G. Are there procedures to compare actual costs against estimates and explain any 

significant deviations? 

H. Where information on WIP needs to be captured for financial information purposes, 

are there controls in place to ensure that timely, accurate and reliable information is 

obtained? 
 

Check in box: Yes:   No: X   NA: NA  

Q. Controls Yes/No 

NA 

Done 

By
27

: 

WP 

Ref
28

. 

A 
 

 

 

Are there procedures in place to ensure that each job (or work 

order) has an associated cost estimate? 

 

Examine the policies, procedures and directives and assess their 
appropriateness. 

By verbal enquiry, observation and/or walkthrough, check that 

these are being followed. 
 

   

B 

 
Are there controls in place to ensure that no production job is 

started without proper approvals? 
1. Has the need for the product been established? 

2. Is the cost of production identified in the budget (where 

production is governed by a budget rather than by response to 
a market demand)? 

3. Are there procedures requiring the in-house cost estimates be 

compared to the cost of out-sourcing the product? 

4. Has proper authorisation been obtained before production 
begun? 

   

                                                   
27 The name/initials of the auditor who undertook the work 
28 Cross referenced to the working papers that contain the details on which the auditor has formed an 

opinion about the controls. 
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Examine the policies, procedures and directives and assess their 

appropriateness. 

By verbal enquiry, observation and/or walkthrough, check that 

these are being followed. 
Examine a sample of major work orders and trace back to the 

initial authorisation for the production and note whether 

appropriate procedures were followed. 
 

C 

 
Are there controls in place to ensure that labour costs are 

accurately allocated to product lines (or individual products / 

jobs / batches)? 
1. Is there a system to track labour hours (regular and overtime) 

and allocate the labour consumed on a particular product line 

{or record the time spent on each individual production task 
associated with a work order or the manufacture of a 

particular product (or component part)}? 

2. Are there computerised procedures (or for a manual system, 

documented procedures) for entering a labour rate to capture 
the costs of these hours allocated against a work order / 

product / product line?  

 
By verbal enquiry, observation and/or walkthrough, check that 

there is a system in place to record labour costs against product 

lines and/or work orders. 
Check whether the system is able to handle the complexities of 

allocating times attributed to tasks and allocating the 

corresponding costs (either at actual pay rate or a marked-up 

charge rate). 
 

   

D 

 
Are there systems to track the use of materials and allocate 

material costs to product lines (or individual products / jobs / 

batches)? 

1. Is there a system to account for the use of materials and 

identify the quantity of materials used on a product line 

(and/or work order)? 
2. Are there computerised procedures (or for a manual system, 

documented procedures) for capturing the costs of these 

materials and charging them against product lines (and/or 
work orders)?  

 

By verbal enquiry, observation and/or walkthrough, check that 

there is a system in place to record materials used and material 
costs against product lines and/or work orders. 

Check whether the system is able to handle the complexities of 

measuring material use, and accounting for material wastage 
and scrap (including the need to repeat certain steps in the 

production process). 

 

   

E 
 

Are there appropriate procedures to allocate overhead to 

product lines (or individual products / jobs / batches)? 

1. Are all production related costs captured and allocated either 

directly to jobs (as direct costs) or recovered as overheads? 
2. Is there a system for identifying the proportion of overheads 
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allocated?  {For example, does the total  labour charge 
against total work orders get summed at the charge-out rate 

and compared to the total labour costs (for all production 

labour)?} 

3. Are there documented procedures for costing labour and 
materials to work orders?  

4. Is the level of complexity of the costing systems appropriate 

for the size of operation (appropriate overheads should be 
captured but the cost of the accounting efforts should not be 

high compared to the value of the products being costed)?  

{Example of allocating overhead is to charge a mark-up on 

labour costs (e.g. charging an hourly rate of twice the pay 
rate for the particular category of labour)} 

 

Examine the policies, procedures and directives and assess their 
appropriateness. 

By verbal enquiry, observation and/or walkthrough, check that 

these are being followed. 
 

F 

 
Are there controls in place to keep track of wastage / losses? 

1. Is there a quality assurance programme in place? 

2. Are quality controls in place throughout the production 
process and so quality problems get detected as they occur or 

are they picked up only at the end of the production process? 

3. Are there systems in place to identify and capture the costs of 
scrap and production losses? 

4. Are there systems or procedures to allocate these costs 

appropriately to individual product / product line / production 

facility as a whole? 
5. Are there procedures to write-off the value added to products 

that are subsequently scrapped? 

 
Examine the policies, procedures and directives and assess their 

appropriateness. 

By verbal enquiry, observation and/or walkthrough, check that 

these are being followed. 
Examine a sample of products / work orders that have suffered 

wastage or resulted in scrap and determine whether the resultant 

financial losses have been properly identified, recorded and 
allocated. 

 

   

G Are there procedures to compare actual costs against estimates 

and explain any significant deviations? 
1. Does the estimate act as a budget, in that any costs above the 

estimate (or some % above the estimate) have to be justified 

or authorised? 
2. Are actual costs compared to estimates and deviations 

reported? 

3. Is there any process of feedback to the estimating function in 
light of actual costs on previous jobs? 

 

By verbal enquiry, observation and/or walkthrough, check that 

these are being followed. 
By analytical methods, if possible, compare actual against 
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estimates and determine causes of any trends or patterns. 

H Where information on WIP needs to be captured for financial 

information purposes, are there controls in place to ensure that 

timely, accurate and reliable information is obtained? 

1. Are accounts maintained on the value of WIP and are 
production records entered in a timely manner? 

2. Are there regular reports on the value of WIP? 

3. Are the values of WIP checked in an annual stocktaking? 

4. Are the values of WIP corrected in light of the result of 
stocktaking? 

 

By verbal enquiry, observation and/or walkthrough, check that 
these are being followed. 

 

   

 

Note: 
For all X must provide explanations/elaboration/implications 

For all  the auditor should attach working notes to describe what tests, data and analysis led 

the auditor to be satisfied that controls were satisfactory 

 

Auditor’s conclusion: 

We have reviewed the controls using the Key Control Questions above as a guide and 

conclude that the overall control system is/ is not working satisfactorily. 

 

Based on this assessment we consider the risk of errors not being prevented or detected and 

corrected is low/medium/high. 

 

Therefore we can/cannot place the planned level of reliance on the controls. If we cannot 

place the planned level of reliance on the controls, we have adjusted the Audit Plan 

accordingly. 

 

Specific weakness are noted on the related Internal Control Weakness Form  

        (reference_______________) 

 

Signed:    Name:   Signature:  Date: 

 

Audit Team Leader __________________  _______________ ______ ______ 

 

Director Audit:  __________________  _______________ ____________ 

 

D.G. Audit  __________________  _______________ ____________ 
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AUDITOR-GENERAL OF PAKISTAN 
AUDIT WORKING PAPER FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 

Land and Buildings Internal Control Questionnaire 
 

Key Control Questions: 
 

A. Are the procedures for Fixed Assets Management outlined in 13.4, 13.5 and 13.6 of 

the Accounting Policies and Procedures Manual being followed for land and 

buildings? 

B. Is there adequate separation of duties for the key functions performed in the 

maintenance of land / building records and the safeguarding of real estate assets? 

C. Are there controls to ensure all new land and/or buildings (purchased or constructed) 

are properly recorded? 

D. Are there controls to ensure that records are changed only for valid changes in the 

status of land or buildings?  

E. Are lands and buildings adequately safeguarded? 

F. Are all real estate assets maintained in appropriate condition? 

G. Are land and buildings properly utilised and is information on the use of the land / 

buildings maintained?  

H. Are there policies and procedures to ensure that all land and buildings that are of no 

further use to the organisation (or inappropriately utilised, not utilised or abandoned) 

are properly disposed of? 

I. Are all sales of land or buildings properly authorised? 

J. Are all land and buildings, and changes to the inventory of land / buildings, correctly, 

accurately and timely reflected in the Fixed Assets Register? 

 

Check in box: Yes:   No: X   NA: NA (not applicable) 

Q. Controls Yes/No 

NA 

Done 

By
29

: 

WP 

Ref
30

 

A Are the procedures for Fixed Assets Management outlined in 

13.4, 13.5 and 13.6 of the Accounting Policies and Procedures 

Manual (NAM) being followed? 

1. Is the following information contained in the Fixed Assets 

Register31: 
i) Description 

j) Classification of asset 

k) Date of purchase / date of completion 
l) Original purchase cost (in rupees) 

m) Cost in foreign currency (where applicable) 

n) Asset identification number 

   

                                                   
29 The name/initials of the auditor who undertook the work 
30 Cross referenced to the working papers that contain the details on which the auditor has formed an 

opinion about the controls. 
31 Categories of assets include: land & building; civil works; plant and machinery; vehicles; furniture and 

fittings; office equipment; computer equipment 
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o) Location 
p) Ownership of / responsibility for? 

1.1 In addition, where required (e.g. in commercial 

operations), does the fixed assets register state the 

applicable depreciation rate (applicable to buildings but 
not land)? 

2. Are fixed assets reports produced every quarter? 

3. Are the policies for disposal of fixed assets (13.5) being 
followed? 

4. Is there proper accounting of the proceeds from disposal (13.6) 

being followed? 

 
Refer to the details outlined in the Accounting Polices and 

Procedures Manual to check on additional applicable policies 

Through verbal enquiry, observation and/or walk-through, check 
that the above directives are being followed. 

Take a small sample of situations addressed in the Accounting 

Polices and Procedures Manual and check that they have 
complied with these directions. 

 

B 

 
 

 

 

Is there adequate separation of duties? 

1. Is the maintenance of land and building records undertaken 

by individuals that are independent of those responsible for 

the safeguarding of the assets? 
Or Are the records of land and buildings kept within the Finance 

Section periodically and independently cross-checked against the 
records of land and buildings maintained elsewhere? 

2. Are periodic physical checks on land and buildings made by 

persons independent of accounting and asset records and 
independent of the custodians of the assets? 

 

By verbal enquiry, observation and/or walkthrough, check that 

the above functions are carried out by separate individuals or 
where these are not separate determine whether reasonable (such 

as too small an organisation, or money collection activity, to 

efficiently and effectively separate these functions). 
 

   

C Are there controls to ensure all new land / buildings (purchased 

or constructed) are properly recorded? 

1. Refer to the audit programme guide for the audit of Projects – 
is there a procedure for ensuring all new construction (and 

major renovations), when entered into accounts (or General 

Ledger) also get entered into the Fixed Assets Register? 
2. Is there a procedure for reporting new buildings resulting from 

construction (such as a copy of a commissioning report) to be 

submitted for entry into the Fixed Assets Register? 

 
By verbal enquiry, observation and/or walkthrough, check that 

the above functions are carried out and check a sample of 

transactions to confirm these controls are being applied. 
 

   

D Are there controls to ensure that records cannot be changed 

except for valid changes in the status of land / buildings? 

1. Are there controls over access to records (computerised / 
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manual) such as pass word controls / limited availability of 

keys to room / filing cabinet where records are kept? 
2. Is there a requirement to report changes to land and buildings 

on a sequentially numbered form? 

3. Is there a process for reporting these changes to the status of 

land and buildings and are these reports checked against 

changes to records by a supervisor or independent officer? 
 
By verbal enquiry, observation and/or walkthrough, check that 

the documents and records are secure and well safeguarded. 

By verbal enquiry, observation and/or walkthrough, check that 

that controls over changes in status of land / buildings are in 
place. 

 

E 
 

Are real estate assets adequately safeguarded? 
1. Is a proper listing of land and buildings maintained in local 

offices and is this periodically reconciled with Fixed Assets 

Register (if a different document)? 

2. Are land and buildings maintained in appropriate condition? 
3. Are land and buildings properly guarded? 

4. Does management (or Internal Audit) conduct periodic review 

of land and buildings? 
5. Are adequate actions taken in response to discrepancies 

between records and physical existence?  

 
Examine listing of land and buildings at site and, for a sample, 

confirm that the assets physically exist and conform with 

description in listing of land / buildings. 

Inspect buildings, fencing, grounds, etc. and check that properties 
correspond to information in the records. 

Check that fences are well maintained, access is adequately 

controlled (including keys to buildings / no encroachment on 
property owned by the entity / no misuse of land such as the 

dumping of waste, garbage, old vehicles etc.), existence of armed 

security where appropriate and confirm through interviews, 
observation and walk-through that land and buildings are 

adequately safeguarded. 

Examine land registry or other records and determine what is 

being done by management about issues noted on discrepancies 
discovered. 

 

   

F 
 

Are all land and buildings maintained in good working order? 
1. Are there maintenance schedules and renovation plans for 

buildings? 

2. Are these schedules and plans being implemented in a timely 

manner? 
3. Are land / buildings in appropriate condition? 

 

Inspect condition of buildings, fencing, grounds, etc. 
Examine maintenance schedules and renovation plans for 

buildings and enquire if these are considered adequate and are 

being followed and, if not, why not. 
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G 
 

Are land and buildings properly utilised and information on the 

use of the land / buildings maintained? 

1. Are buildings used as intended? 
2. Are buildings properly utilised (e.g. classroom used and/or not 

overcrowded)? 

3. Are lands or buildings used in an appropriate manner and is 

the most economic use made of the properties (for example,  

building in a high rental area still being used as a 

government warehouse where relocation of the warehouse 

function could provide a more profitable return on the 

government’s investment)? 
 

By verbal enquiry, observation and/or walkthrough, check that 

land, buildings and other facilities are properly utilised 
Check reports to determine whether management have knowledge 

of how land / buildings are being utilised.  

   

H 

 
Are there policies and procedures to ensure any land or 

buildings that are of no further use to the organisation are 

properly disposed of? 

1. Are there requirements to review periodically all properties to 

determine whether they are being appropriately used and 
maintained and whether they should be kept, used for other 

purposes or disposed of? 

2. Are there clear policies on the disposal of inappropriately 

used, unused or abandoned land and buildings? 
3. Does the organisation which disposes of land and building get 

credited with the income from sales? 
4. Are maintenance and renovation costs tracked and decisions 

made as to when it is cheaper to replace buildings rather than 

continue to maintain? 

 
Through interviews and review of documents relating to disposal 

policies and procedures determine whether such controls exist. 

Through observation and inspection of land / buildings determine 
whether these policies are followed. 

   

I 

 
Are all sales of property properly authorised? 

1. Are there delegated authorisation limits for the approval of 

disposal of land or buildings? 
2. Does the authorising officer have to complete a form 

explaining the reasons for the sale / disposal of the land or 
building? 

 

By verbal enquiry, observation or walkthrough, check that the 

above functions are carried out and check a sample of 
transactions to confirm these controls are being applied. 

  

   

J Are all land and buildings, and changes to the inventory of land 

and buildings, correctly, accurately and timely reflected in the 

Fixed Assets Register? 
1. Is there a form (or place on the authorising form referred to in 

question H2 above) to record the subsequent action? 
2. Is a copy of this information get sent to the Fixed Assets 

Register to update the status of the asset? 
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By verbal enquiry, observation or walkthrough, check that the 

above functions are carried out and check a sample of 

transactions to confirm these controls are being applied. 

 

 

Note: 
For all X must provide explanations/elaboration/implications 

For all  the auditor should attach working notes to describe what tests, data and analysis led 

the auditor to be satisfied that controls were satisfactory 

 

Auditor’s conclusion: 

We have reviewed the controls using the Key Control Questions above as a guide and 

conclude that the overall control system is/ is not working satisfactorily. 

 

Based on this assessment we consider the risk of errors not being prevented or detected and 

corrected is low/medium/high. 

 

Therefore we can/cannot place the planned level of reliance on the controls. If we cannot 

place the planned level of reliance on the controls, we have adjusted the Audit Plan 

accordingly. 

 

Specific weakness are noted on the related Internal Control Weakness Form  

        (reference_______________) 

 

Signed:    Name:   Signature:  Date: 

 

Audit Team Leader __________________  _______________ ______ ______ 

 

Director Audit:  __________________  _______________ ____________ 

 

D.G. Audit  __________________  _______________ ____________ 
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AUDITOR-GENERAL OF PAKISTAN 
AUDIT WORKING PAPER FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 

Inter-Entity Transfers Internal Control Questionnaire 
 

Key Control Questions: 

A. Is there adequate separation of duties? 

B. Are the procedures for exchange and settlement accounts outlined in Account Code 

Volume IV and chapter 12 of the Accounting Policies and Procedures Manual being 

followed? 

C. Are there procedures to ensure proper authorisation of the transfer payment? 

D. Are there controls to ensure that funds are available before the transfer of the monies 

is authorised? 

E. Are there adequate controls in the clearing house meetings to ensure complete 

exchange of supporting documents (including agreements drawn up - or letters signed 

- that reflect the established terms and conditions for the grant or contribution) and 

recording of each exchange transaction? 

F. Are there controls to ensure that only valid and properly classified exchange 

transactions are allowed to be recorded? 

 

Check in box: Yes:   No: X   NA: NA  

Q. Controls Yes/No 

NA 

Done 

By
32

: 

WP 

Ref
33

. 

A 

 

 

Is there adequate separation of duties? 

 

Is the function of identifying the amount of money to be 
transferred and authorising payments separate from the function 

of issuing the transaction? 

 
Through enquiry, observation and/or walk-through procedures, 

verify that these functions are performed by individuals 

independently of each other or where these are not separate 
determine whether this is reasonable (such as  because the 

organisation is too small to efficiently and effectively separate 

these functions) 

 

   

B 

 
Are the procedures for exchange and settlement accounts 

outlined in Account Code Volume IV and chapter 12 of the 

Accounting Policies and Procedures Manual being followed? 
1. Do the supplying and receiving organisations have clear and 

defined roles and responsibilities? 

2. Are receipts of income properly recognised (see audit 

programme guide on receipts)? 

   

                                                   
32 The name/initials of the auditor who undertook the work 
33 Cross referenced to the working papers that contain the details on which the auditor has formed an 

opinion about the controls. 
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3. Are expenditures by entity acting as agent properly 
recognised (see audit programme guide for goods and 

services)? 

4. Are inter-entity transactions between governments using the 

settlement account process? 
5. Are inter-entity transactions supported by inter-entity forms 

(form 12A)? 

 
By verbal enquiry, observation and/or walkthrough, check that 

the above functions are carried out and check a sample of 

transactions to confirm these controls are being applied. 

 

C 

 
Are there procedures to ensure proper authorisation of the 

transfer payment? 

 
By verbal enquiry, observation and/or walkthrough, check that 

the above functions are carried out and check a sample of 

transactions to confirm these controls are being applied 

 

   

D 

 
Are there controls to ensure that funds are available before the 

transfer of the monies is authorised? 

 
By verbal enquiry, observation or walkthrough, check that the 

above functions are carried out and check a sample of 

transactions to confirm these controls are being applied. 

 

   

E 

 
Are there adequate controls in the clearing house meetings to 

ensure complete exchange of supporting documents and 

recording of each exchange transaction? 
 

Is there proper documentation in support of transfer arrangements 

(including agreements drawn up - or letters signed - that reflect 

the established terms and conditions for the grant or contribution) 
- as specified by Article 61 of Chapter 7 of Account Code 

Volume IV? 

 
By verbal enquiry, observation and/or walkthrough, check that 

the above functions are carried out and check a sample of 

transactions to confirm these controls are being applied. 
 

   

F 

 
Are there controls to ensure that only valid and properly 

classified exchange transactions are allowed to be recorded? 

 
Does the AG/PAO/DAO reconcile the total of inter-entity 

transactions in register of adjustments with transaction forms and 

general ledger account? 
 

By verbal enquiry, observation or walkthrough, check that the 

above functions are carried out and check a sample of 

transactions to confirm these controls are being applied. 
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Note: 
For all X must provide explanations/elaboration/implications 

For all  the auditor should attach working notes to describe what tests, data and analysis led 

the auditor to be satisfied that controls were satisfactory 

 

Auditor’s conclusion: 

We have reviewed the controls using the Key Control Questions above as a guide and 

conclude that the overall control system is/ is not working satisfactorily. 

 

Based on this assessment we consider the risk of errors not being prevented or detected and 

corrected is low/medium/high. 

 

Therefore we can/cannot place the planned level of reliance on the controls. If we cannot 

place the planned level of reliance on the controls, we have adjusted the Audit Plan 

accordingly. 

 

Specific weakness are noted on the related Internal Control Weakness Form  

        (reference_______________) 

 

Signed:    Name:   Signature:  Date: 

 

Audit Team Leader __________________  _______________ ______ ______ 

 

Director Audit:  __________________  _______________ ____________ 

 

D.G. Audit  __________________  _______________ ____________ 
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AUDITOR-GENERAL OF PAKISTAN 
AUDIT WORKING PAPER FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 
General Provident Fund Internal Control Questionnaire 

 

Key Control Questions: 
 

A. Is there adequate separation of duties? 

B. Are GP Fund files properly maintained and up-to-date? 

C. Are there controls to prevent or detect payments being made in error (advance in 

excess of allowable amount / incorrect amount of deductions / errors in amount of 

payments, particularly last payment)? 

D. Are there adequate controls over computations of deductions and repayment of 

advances? 

E. Are there controls to ensure payment of advances and final payments are properly 

authorised? 

F. Is the transmittal of direct credit properly controlled? 

G. Are there controls to ensure payments are properly recorded? 

 

Check in box: Yes:   No: X   NA: NA  

Q. Controls Yes/No 

NA 

Done 

By
34

: 

WP 

Ref
35

. 

A 

 
 

 

 

 
 

 

 
 

 

 

Is there adequate separation of duties? 

Is there adequate segregation of duties among employees who 
perform the following functions: 

a) Authorisation and certification of GP Fund advance 

applications? 

b) Maintenance of GP Fund Ledger and GP Fund 
Application Register and approval of applications? 

c) Preparation and authorisation of GP Fund advance 

payments? 
d) Approval of disbursement of payment to subscriber? 

e) Preparing reconciliations and updating GP Fund Ledger 

and GP Fund Application Register? 
 

By verbal enquiry, observation /or walk-throughs, check that the 

above functions are actually performed independently. 

 

   

B 

 
Are GP Fund files properly maintained and up-to-date? 
1. Is there sufficient control over access to GP Fund files? 

2. Is there a system to ensure proper authorisation of changes 

to information relating to subscriber (such as bank account / 

   

                                                   
34 The name/initials of the auditor who undertook the work 
35 Cross referenced to the working papers that contain the details on which the auditor has formed an 

opinion about the controls. 
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address) and is this checked against payroll data maintained 

on subscriber? 

 
Is the GP Fund ledger updated to reflect: 

a) the monthly deductions from salary; 
b) any advances or final payment; and 

c) calculations of interest and bonuses (in accordance with 

the GP Fund rules)  

 
By verbal enquiry, observation or walkthroughs, check that the 

above controls are in place (such as limited availability of keys 

for filing cabinets / proper controls for authorising and 
approving changes to data on the GP Fund Register / control 

over pass words for electronic access to files). 

 Check, for a sample of changes in information on subscriber, 

that correct changes have been made and in a timely manner: 
request for advance / final payment / entering information into 

GP Fund register / communication of changes in deductions (for 

repayment of advance) to pay section. 
 

C 

 
Are there controls to prevent or detect payments being made in 

error? 

1. Does the GP Fund officer in the GP Fund section verify that: 
a) the subscriber whose application is submitted is eligible? 

b) a final payment has been adjusted for any outstanding 

payments against an existing advance? 
c) the application is complete and signed by subscriber and 

relevant DDO? 

d) supporting documentation is attached and duly signed by 
DDO and subscriber? 

e) for an advance payment, it meets criteria set out in GP 

Fund rules? 

f) calculations are correct? 

2. Does the GP Fund supervisor officer authorise the 

application and ensure: 
a) the amount is in the subscriber’s fund account? 

b) previous phases of GP Fund application preparation and 

certification properly carried out? 

c) calculation conforms to GP Fund rules 
and, when satisfied: 

d) sign and date the application for payment? 

e) update the GP Fund Application Register and the GP 
Fund Ledger? 

f) in case of final payment, close the GP Fund account of 

the subscriber? 

3. Does a delegated officer (independent of the GP Fund 

officer and the GP Fund supervisor officer) prepare the GP 

Fund Credit Advice (form 4M) for direct credit payment? 
4. Is there a file kept of all communications from GP Fund 

subscribers about errors or enquiries over payments received? 
 

By verbal enquiry, observation and/or walkthroughs, check that 

the above controls are in place. 
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D 
 

Are there adequate controls over computations of deductions / 

repayment of advances? 
These controls can be tested as part of the GP Fund audit or  

applied during the payroll audit 

1. Are personnel in pay section notified promptly of changes in 
rules and rates regarding GP Fund? 

2. Is the pay section notified of required changes to the GP Fund 

deductions for the subscriber as a result of an advance 
payment promptly and reliably?  

3. Are employees in pay section experienced or properly trained 

on rules and methods for calculating GP Fund? 

4. Where these calculations are done by computer, is the process 
completely understood by operators and what checks are there 

to ensure the correct inputs are made to the system and the 

outputs are reliable? 
5. Is the pay section required to vouch that the required changes 

to pay deductions for GP Fund subscribers since the previous 

pay date have been made? – This is a check that the pay 
section has been kept up to date on changes in GP Fund 

deductions. 

6. Are there checks by supervisors in the pay section (especially 

over the work of any new accounting clerks) to ensure any 
change in GP Fund deductions from employees’ pay are 

entered accurately and timely and that they are consistent with 

the GP Fund rules? 
7. Is there an independent check of calculations (such as by a 

supervisor) to pick up any wrong calculations? 

8. Are records kept of late entry of deductions relating to GP 
Fund due to being unable to process on time (with reasons for 

delay – such as insufficient information to complete 

calculations)? 

9. Is there a file kept of all communications from GP Fund 
subscribers about errors or enquiries over GP Fund deductions 

in their pay records / payments? 

 
By verbal enquiry, observation or walkthroughs, check that the 

above controls are in place (such as supervisory activities / 

information on training / any guidelines on GP Fund deductions / 

listings of errors, omissions, corrections). 
Check for a sample of GP Fund advances to determine how the 

changes in pay deductions relating to repayment of advance have 

been made and that these changes have been incorporated in the 
payment calculations correctly and in a timely manner. 

 

   

F 

 
Are there controls to ensure payment of advances properly 

authorised? 
In addition to questions C1 and C2: 

Is there a proper process for authorising a “delegated officer” 

responsible for the GP Fund?  
 

By verbal enquiry, observation or walkthroughs, check that the 

above controls are in place (including documentation of 
delegation of authority / supervisory sign offs). 

Obtain a list of adjustments made to following month’s salary 
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payment resulting from incorrect calculation of GP Fund 
deductions in previous salary payment – if no such list exists, by 

scanning a series of payments, select a sample of adjustments and 

determine causes of errors that led to such adjustments – and if 

possible identify control weaknesses. 

G 

 
Is the transmittal of direct credit properly controlled? 

In addition to question C3: 

1. Is there regular reconciliation of bank account transactions 

relating to GP Fund (Bank Return provided the accounts 

section) with the GP Fund Credit Advice and are any 

discrepancies (which may occur as a result of timing 

differences) investigated by the delegated officer? 
2. Does the delegated officer in the Account Section of the 

DAO/AG/AGPR consolidate the expenditures on the monthly 

basis, from the entries in the General Ledger and include them 
in the Monthly Accounts? 

 

By verbal enquiry, observation or walkthroughs, check that the 

above controls are in place). 
 

   

H Are there controls to ensure payments are properly recorded? 

In addition to questions C3, G1 and G2: 
Does the supervisor of the GP Fund section make periodic checks 

and calculations to determine that the total of GP Fund payments 

and monthly deductions for subscribers are correctly recorded in 

the General Ledger under the appropriate Object codes (what are 
the correct codes)? 

 

Review the manual/computer system(s) to assure that the 
appropriate steps are carried out, ensuring adequate controls are 

in place. 

By verbal enquiry, observation or walkthroughs, check that the 
above controls are being applied. 

During substantive testing, or by analytical review, check that for 

a sample of monthly GP Fund transactions, the total payments 

into/out of the GP Fund are identical to the figure posted to the 
General Ledger under the Object Code listed in Chart of 

Accounts for GP Fund (what is this code?). 
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Note: 
For all X must provide explanations/elaboration/implications 

For all  the auditor should attach working notes to describe what tests, data and analysis led 

the auditor to be satisfied that controls were satisfactory 

 

Auditor’s conclusion: 

We have reviewed the controls using the Key Control Questions above as a guide and 

conclude that the overall control system is/ is not working satisfactorily. 

 

Based on this assessment we consider the risk of errors not being prevented or detected and 

corrected is low/medium/high. 

 

Therefore we can/cannot place the planned level of reliance on the controls. If we cannot 

place the planned level of reliance on the controls, we have adjusted the Audit Plan 

accordingly. 

 

Specific weakness are noted on the related Internal Control Weakness Form  

        (reference_______________) 

 

Signed:    Name:   Signature:  Date: 

 

Audit Team Leader __________________  _______________ ______ ______ 

 

Director Audit:  __________________  _______________ ____________ 

 

D.G. Audit  __________________  _______________ ____________ 
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AUDITOR-GENERAL OF PAKISTAN 
AUDIT WORKING PAPER FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 
Budgeting and Expenditure Controls Internal Control 

Questionnaire 
 

Key Control Questions: 

 

A. Are there procedures to ensure that budgets are properly prepared? 

B. Is there a system to ensure that appropriations are allocated and communicated to the 

financial responsibility areas in a timely and reliable manner? 

C. Are there controls to ensure commitments and expenditures are properly coded to 

ensure that the expenditures are consistent with the authorities granted by Parliament 

and that no money is spent in excess of the appropriation? 

D. Is there regular reporting of financial information, including variations (expenditures 

against budget)? 

E. Are there processes to ensure that reliable forecasts of end-of-year surplus/deficit and 

that appropriate adjustments are made? 

F. Are there controls to ensure that any reallocation of budgets is properly authorised? 

 

Check in box: Yes:   No: X   NA: NA  

Q. Controls Yes/No 

NA 

Done 

By
36

: 

WP 

Ref
37

. 

A 

 

 

Are there procedures to ensure that budgets are properly 

prepared? 

1. Is there a process in place to provide clear instructions to each 
entity for the preparation of the budget each year? 

2. Is there a set of instructions within each entity to ensure that all 

sections (who have their own responsibility centre for 
financial control) prepare their budgets and “wish lists”? 

3. Is there a central coordination team within each entity to 

ensure that the overall entity’s budget is aggregated and 

includes the highest priority items within the government’s 

priorities? 
4. Is there a central policy and coordination function to aggregate 

the budgets from every entity and provide central government 

with a budget that is consistent with, and furthers, the 

government’s set of priorities? 
 

Through interviews and review of documents relating to the 

budgeting process determine whether there is an appropriate 
process and is working properly. 

   

                                                   
36 The name/initials of the auditor who undertook the work 
37 Cross referenced to the working papers that contain the details on which the auditor has formed an 

opinion about the controls. 
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Through observation and review of budget documents and 
supporting documents, determine whether budgeting process is 

properly carried out in a timely manner. 

B 

 
Is there a system to ensure that appropriations are allocated 

and communicated to the financial responsibility areas in a 

timely and reliable manner? 

1. Is there a clear and rational process of allocating budget within 

the entity? 

2. Is there a process for informing all accounting areas, and 

management responsibility areas, of their budget in a timely 

manner? 
 

By verbal enquiry, document review or walkthrough, check that 
the proper procedures (as laid down in the Accounting Policies 

and Procedures Manual, under section 3.3.11) for making funds 

available have been followed. 
 

   

C 

 
Are there controls to ensure commitments and expenditures are 

properly coded to ensure that the expenditures are consistent 

with the authorities granted by Parliament and that no money is 

spent in excess of the appropriation? 

1. Are there controls to ensure expenditures are properly 

allocated to the appropriate appropriation vote and line object? 
2. Are there controls to ensure commitments are properly and 

promptly identified and reported? 

3. Are there controls to ensure reliable reporting of expenditures 
and commitments (timely and accurate)? 

 

By verbal enquiry, observation or walkthrough, check that there 

are controls to ensure that the expenditures are properly coded 
and check a sample of transactions to confirm these controls are 

being applied (this test can be carried out as part of the audit of 

“Receipts”). 
By verbal enquiry, observation /or walkthrough, check that there 

are controls to ensure that expenditures and commitments are 

properly and promptly recorded and reported. 
 

   

D 

 
Is there regular reporting of financial information, including 

variations (expenditures against budget)? 

 
Through interviews and review of documents relating to financial 

reporting policies and guidelines determine whether such 

controls exist. 
Through observation and review of financial reports determine 

whether financial reporting is timely and appropriate 

 

   

E 
 

Are there processes to ensure that reliable forecasts of end-of-

year surplus/deficit and that appropriate adjustments are made? 

 

Through interviews and review of documents relating to forecasts 

of end-of-year surplus/deficit determine if the process is in place 
and compare forecasts with annual figures (adjusting for any 

transfers of funds) to determine if the process is realistic. 
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F Are there controls to ensure that any reallocation of budgets is 

properly authorised? 

1. Are there controls to ensure that the PAO does not 

reallocate funds between major and minor function heads? 
2. Are there controls to ensure that the AG’s office is 

immediately informed of any fund reallocations? 

3. Are there controls to ensure that any Supplementary Grant 

application is fully justified (excess is due to a cause beyond 
the control of the spending entity) and properly authorised? 

 

By verbal enquiry, observation or walkthrough, check that there 
are controls to ensure that reallocation of budgets is properly 

and promptly authorised. 

 

   

 

Note: 
For all X must provide explanations/elaboration/implications 

For all  the auditor should attach working notes to describe what tests, data and analysis led 

the auditor to be satisfied that controls were satisfactory 

 

Auditor’s conclusion: 

We have reviewed the controls using the Key Control Questions above as a guide and 

conclude that the overall control system is/ is not working satisfactorily. 

 

Based on this assessment we consider the risk of errors not being prevented or detected and 

corrected is low/medium/high. 

 

Therefore we can/cannot place the planned level of reliance on the controls. If we cannot 

place the planned level of reliance on the controls, we have adjusted the Audit Plan 

accordingly. 

 

Specific weakness are noted on the related Internal Control Weakness Form  

        (reference_______________) 

 

Signed:    Name:   Signature:  Date: 

 

Audit Team Leader __________________  _______________ ______ ______ 

 

Director Audit:  __________________  _______________ ____________ 

 

D.G. Audit  __________________  _______________ ____________ 
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AUDITOR-GENERAL OF PAKISTAN 
AUDIT WORKING PAPER FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 
INTERNAL CONTROL DEVIATIONS FORM 

 

 REFERENCE TO ICQ: 

This form can be used to record individual internal control deviations observed during the 

audit. 

 
 
Description of deviation: 
 
 
 
 
 
 
 
 
 
 
 
 
 
Potential impact of the deviation: 
 
 
 
 
 
 
 
 
 
 
 
 

 

Reference to copies of supporting documents or 
written description of the evidence supporting the observation: 
 
 
 

 
 
         Continued over… 



Execution File 100 

 
 
Recommended action for entity to take: 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Comments of the responsible entity official: 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
This observation has been discussed with: 

 
Responsible Official – Title & Name: ________________________________________ 

Signature: ______________________________________ Date: __________________ 

Auditor: ________________________________________Date: __________________ 

Reviewed by Director Audit: _______________________ Date: ___________________ 
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AUDITOR-GENERAL OF PAKISTAN 
AUDIT WORKING PAPER FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 
INTERNAL CONTROL DEVIATIONS SUMMARY  
         
This form can be used to summarise internal control weaknesses documented in detail on the Internal Control Deviations Forms.  

 

ICQ 

Ref. 
Nature of Weakness Recommendation Made Entity Comments 

Year(s) 
Reported 

Year 
Corrected 
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AUDITOR-GENERAL OF PAKISTAN 
AUDIT WORKING PAPER FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

COMPLIANCE SUMMARY 
 
Title of Law: 

Section (Particular Provision) of Law: 

Note: This Summary should be completed for only the most significant provision.s 

Regulatory 

Requirement 

Objective Control Techniques 

to ensure  

Compliance 

Satisfactory 

Controls 

(Y/N) 

Satisfactory 

Compliance 

(Y/N) 

      

 

Prepared by:        Date: 

 

Reviewed by:        Date:
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AUDITOR-GENERAL OF PAKISTAN 
AUDIT WORKING PAPER FILE 
 
NAME OF AUDIT ENTITY:      
 
AUDIT COMPONENT:  TEST COMPLETED BY:   DATE: 
 
AUDIT PERIOD:   REVIEWED BY:    DATE: 
 
 
 

SUBSTANTIVE TESTS OF ACCOUNTING ESTIMATES 
 

 
SELECTED ESTIMATES (from CHECKLIST OF ACCOUNTING ESTIMATES in 
AUDIT PLANNING FILE) 
 

 
 
NAME  

 
ENTITY 
ESTIMATE 
Rs. 

 
AUDITOR 
ESTIMATE 
Rs. 

 
ERROR 
OVER  
Rs. 

 
ERROR 
UNDER  
Rs. 

 
REFERENCES 
TO ERRORS IN 
ACCOUNTING 
ESTIMATES 
FORM. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

     

 

See over for instructions 
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Substantive Tests of Accounting Estimates. 

 
This form is used to list each of the Accounting Estimates for this Component (from the 

CHECKLIST OF ACCOUNTING ESTIMATES TO BE REVIEWED in the Audit Planning 

File) 

 

For each Accounting Estimate that the auditor considers is unreasonable, complete the 

details in the Errors in Accounting Estimates form, and summarize the size of the Auditor’s 

Estimate, Entity’s Estimate and the resulting ERROR on the this form. 

 

The information captured on this form will be used to complete the EVALUATION OF 

SUBSTANTIVE TESTS OF DETAILS FORM. 
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AUDITOR-GENERAL OF PAKISTAN 
AUDIT WORKING PAPER FILE 
 
NAME OF AUDIT ENTITY:      
 
AUDIT COMPONENT:   
 
AUDIT PERIOD:  
 

ERRORS IN ACCOUNTING ESTIMATES 
 

 

Voucher Reference:  _______________________________________________ 

 

 Description of error:                _______________________________________________ 

 

    _______________________________________________ 

 

Expected cause of error: _______________________________________________ 

 

    _______________________________________________ 

 

Authority violation?    

(“No” or description)  _______________________________________________ 

  

 

Inconsistent application  

of accounting policies?  

(“No” or description)  _______________________________________________ 

 

 

Error affects future year(s)?  

(“No” or list year(s))  _______________________________________________ 

  

 

Book value:   __________ 

 

 

Audit value:  Lower limit: __________  Upper limit: __________ 

 

 

Most likely error:   __________ 
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CORRECTIVE  ACTION: 

 

Either 1. Correction to a misstated amount (describe) 

 

Or      2. Correcting journal entry (show below). 

 

DR/CR Account name/description 
Account 

Number 
Amount 

    

    

    

    

    

    

        

 

Errors in Accounting Estimate 

 

Accounting estimates by their nature are based on the judgment of entity management.  

 

The auditor should investigate the basis for arriving at each estimate and evaluate whether 

the basis used is reasonable in the circumstance. The auditor should be aware that 

accounting estimates are easily manipulated to show managers as achieving performance 

targets and earning performance bonuses, or to cover for loss of assets. The auditor should 

therefore exercise care when reviewing these amounts. 

 

Attach a copy of each estimate you consider to be unreasonable. Discuss the error with entity 

management and agree on appropriate corrective action that they should take. 
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AUDITOR-GENERAL OF PAKISTAN 
AUDIT WORKING PAPER FILE 
 

SUBSTANTIVE TEST SAMPLE SUMMARY 
 

NAME OF AUDIT ENTITY:      
 
AUDIT COMPONENT:   
 
AUDIT PERIOD:  

 

 

POPULATION DESCRIPTION: 

 

POPULATION VALUE:  TEST COMPLETED BY:   DATE: 

 

SAMPLE SIZE:   REVIEWED BY:    DATE: 

 

AVERAGE SAMPLING INTERVAL (ASI): 

 

 

SELECTED VOUCHERS: 

 

ITEM 

NUMBER 

VOUCHER 

REFERENCE 

NO. 

BOOK 

VALUE 

Rs. 

AUDIT 

VALUE 

Rs. 

ERROR 

OVER 

Rs. 

ERROR 

UNDER 

Rs. 

PROJECTABLE 

ERROR? Y/N 

REFERENCE 

TO ERROR 

DETAILS 

FORM 

NO.____ 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

TOTAL 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

See over for instructions 
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SUBSTANTIVE TEST SAMPLE SUMMARY 
 

Guide for usage: 
 

This form is used to list all the transactions included in the sample for each Component. The 

“Population Size”, “Sample Size” and “Average Sampling Interval” are taken from the 

SAMPLE SIZING FOR SUBSTANTIVE TESTS OF DETAILS form in the Audit Planning File 

for this Component. 

 

List the vouchers which were selected to form the sample. For each voucher where an error 

was found, complete the DETAILS OF ERROR form and summarize the size and type     

(projectable or non-projectable) of the error overleaf.  

 

The information captured on this form will be used to complete the EVALUATION OF 

SUBSTANTIVE TESTS OF DETAILS form. 
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AUDITOR-GENERAL OF PAKISTAN 
AUDIT WORKING PAPER FILE 
 
NAME OF AUDIT ENTITY:      
 
AUDIT COMPONENT:  TEST COMPLETED BY:   DATE: 
 
AUDIT PERIOD:   REVIEWED BY:    DATE: 
 

 

SUBSTANTIVE TEST OF HIGH VALUE / KEY ITEMS – SUMMARY 
 

SELECTED VOUCHERS (from HIGH VALUE and KEY ITEMS SELECTION 

FORMS IN PLANNING FILE) 

 

See over for instructions 

 

 

ITEM 

NUMBER 

 

VOUCHER 

REFERENCE 

NO. 

 

BOOK 

VALUE  

Rs. 

 

AUDIT 

VALUE 

Rs. 

 

ERROR 

OVER 

Rs. 

 

ERROR 

UNDER 

Rs. 

REFERENCE 

TO ERROR 

DETAILS 

FORM NO.___ 
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SUBSTANTIVE TEST OF HIGH VALUE & KEY ITEMS FORM 

 

This form is used to list all the transactions selected as High Value or Key Items (from the 

HIGH VALUE  ITEMS SELECTION FORM and KEY ITEMS SELECTION FORM in the 

Audit Planning File for this component). 

 

For each voucher where an error was found, complete the DETAILS OF ERRORS FORM, 

and summarize the size of the error overleaf. 

 

The information captured on this form will be used to complete the EVALUATION OF 

SUBSTANTIVE TESTS OF DETAILS form. 
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AUDITOR-GENERAL OF PAKISTAN 
AUDIT WORKING PAPER FILE 
 
NAME OF AUDIT ENTITY:      
 
AUDIT COMPONENT:   
 
AUDIT PERIOD:    
 

DETAILS OF ERRORS IN SAMPLES, HIGH VALUE ITEMS & KEY 
ITEMS 

Voucher Reference:  _______________________________________________ 

 

Is Item selected (a) from a sample,  

(b) a High Value Item, or (c) a key 

Item?    _______________________________________________ 

 

 Description of error:  _______________________________________________ 

 

    _______________________________________________ 

 

Expected cause of error: _______________________________________________ 

 

    _______________________________________________ 

 

Projectable? (“Yes” or 

reason why not).  _______________________________________________ 

 

 

Authority violation?    

(“No” or description).  _______________________________________________ 

 

 

Inconsistent application  

of accounting policies?  

(“No” or description).  _______________________________________________ 

 

 

Error affects future year(s)?  

(“No” or list year(s)).  _______________________________________________ 

 

 

Book value:   __________ 

 

 

Audit value:   __________ 
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CORRECTIVE ACTION: 

 

 

 

Either  

1. Correction to a misstated amount (describe) 

Or 

2. Correcting Journal Voucher 

 

 

 

 

DR/CR Account Name 

 

Account Number 

 

Amount 

 

 

  

 

 

  

 

 

  

 

 

  

 

DETAILS OF ERRORS FORM 

 

This form captures details of each error found. Each error should be recorded on a separate 

form. A copy of the voucher containing the error should be attached. 

 

If the error will effect future years, add this information to the POINTS FOR ATTENTION 

AT NEXT AUDIT form maintained in the Audit Planning file. 

 

Discuss the error with entity management and agree with them on an appropriate corrective 

action they should take. 
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Audit Programmes – Guide on their Use 

 

The audits to be conducted in each period will be determined by the Department of the 

Auditor-General of Pakistan (DAGP) in accordance with an overall Audit Strategy.  The 

audit of each audit entity is conducted by applying a series of Audit Programmes.  These 

Audit Programmes guide the audit team in the activities of planning the audit, collecting 

information and evidence, performing tests and, finally, interpreting the results of tests to 

form an opinion. 

 

This section describes the general purpose, features and content of an audit programme and is 

then followed by a series of Audit Programmes that apply to different functional areas across 

the various audit entities. The auditor should plan to include the Audit Programmes that are 

relevant for the Entity and Component being audited. 

 
Selection of Individual Audit Programmes 
 

In general, the auditor will not plan to execute every Audit Programme, nor necessarily every 

part of an Audit Programme.  The auditor will use the priorities established during the 

planning process to select appropriate audit programmes, or parts of Audit Programmes, to 

cover the areas within the scope of the audit. 

 

Substantive Testing 
 

Substantive testing examines a sample of individual transactions to determine whether the 

transactions selected comply with all applicable laws, regulations and rules and to find any 

errors or anomalies that may exist. Each Audit Programme guide provides a basic set of steps 

for the auditor to follow to perform substantive tests.   

 

The substantive testing section includes a basic set of audit objectives and particular audit 

objectives relating to the area of audit.  The general audit objective is: 

 

Audit Objective: To determine whether, on the basis of the transactions examined (selecting a 

representative sample of transactions or other form of sample), that the financial assertions 

comply with the following five considerations: 

 

 Existence and Occurrence: all transactions relevant to the year of account have been 

recorded and all recorded transactions have occurred 

 Completeness: all 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 collected 

 Measurement: the recorded transactions have been correctly valued, accurately 

calculated and appropriately measured  

 Regularity: the activities and transactions have been in compliance with relevant and 

applicable laws, regulations and policies of the government  

 Presentation and Disclosure: the transactions have been appropriately recorded, 

classified and presented 

 

These guides cannot provide an exhaustive set of checks and the auditor needs to be familiar 

with the operations of the government and have a sound knowledge of the relevant laws, 

regulations and rules with which the transactions must comply, so he or she can make 

appropriate adjustments to the Audit Programmes. 
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Interpret Findings and Report 
 

The ultimate purpose of the audit tests is to support an opinion or a report of audit findings.  

This requires the auditor to interpret the results of executing the Audit Programme.  When the 

auditor discovers an error, he/she needs to determine how or why a particular error occurred.  

There are many causes of observed errors: 

 

 Individual human error (for various reasons, such as carelessness, too much work, 

inadequate training, misunderstanding of instruction, etc.); 

 Incorrect procedure or systemic error (such as incorrect instructions, a computer 

programme error, procedures not updated to reflect a new law, regulation or rule); 

 Intentional action, or alteration, for purposes of theft or fraud; and 

 Equipment failure and many others (such as two invoices inadvertently becoming 

attached, etc.) 

 

An investigation of errors helps to determine the likely materiality of the error and the risk 

associated with the error.  Also, an understanding of the cause of an error allows the auditor 

to put forward practical recommendation for eliminating or reducing the occurrence of the 

error in the future. 

 

Determining the specific details of an error and tracking down its cause can be very time 

consuming.  The auditor needs to apply judgement as to how much follow up analysis is 

appropriate.  When the auditor can see a pattern of error occurrences then it may not be 

necessary to check each error. 

 
The proper identification of the error, the significance of the error and the cause of the error 

are important for estimating the financial error (for certification purposes) and for 

determining the seriousness of the regulatory problem. 

 

Minor, unrelated errors, still have a contribution to the determination of the fairness of the 

financial statements but are not usually important enough to report to management.  
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INDIVIDUAL AUDIT PROGRAMME GUIDES 
 

The following pages contain the general Audit Programme guides: 

 

1. Audit of Expenditures – Payroll 

2. Audit of Expenditures – Goods and Services 

3. Audit of Expenditures – Contracting 

4. Audit of Expenditures – Project Costs and Performance 

5. Audit of Revenue – Receipts 

6. Audit of Revenue – Income Tax 

7. Audit of Revenue – Sales Tax 

8. Audit of Revenue – Customs and Excise Tax 

9. Audit of Revenue – Investments 

10. Audit of Debt 

11. Audit of Cash 

12. Audit of Pensions 

13. Audit of Assets – Major Assets 

14. Audit of Assets – Stores and Inventory 

15. Audit of Assets – Investments 

16. Audit of Grants-In-Aid and Contributions 

17. Audit of Manufacturing Operations 

18. Audit of Land and Buildings Management 

19. Audit of Inter-Entity Transfers 

20. Audit of the General Provident Fund 

21. Audit of Budgeting and Expenditure Controls 

22. Audit of Related Parties transactions 

23. Audit of Subsequent Events 

24. Audit of Specific Topics 
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Audit of Expenditures - Payroll 
 

This Audit Programme guide relates to the audit of “Expenditures – Payroll” and other 

aspects of an Establishment audit. 

 

Plan the Audit 
 

The amount of effort to be dedicated to the Payroll Audit Programme will depend on the 

materiality of the value of Payroll expenditures to the audit entity as a whole (for certification 

purposes).  The extent of substantive testing will depend also on levels of associated risks and 

the quality of internal controls relating to payroll.  Even where materiality and risk do not 

justify much audit effort on payroll, questions of propriety and regularity may cause the 

auditor to decide to expend effort on the audit of payroll. 

 

The auditor should invest time in developing a knowledge of the entity and the systems that 

support its Payroll operations.  Current knowledge will enable the auditor to adjust the Audit 

Programme as new processes, systems, controls and rules and regulations are implemented 

by the audit entity. 

 

Each year, in preparation for the audit, the Audit Programme should be developed, updating 

the previous audit programme where appropriate. In particular, the auditor should record 

changes in size of establishment, organisational structure and classifications, employee pay 

rates, rules relating to the conditions of employment including leave entitlements, overtime 

payments, etc. 

 

Key inputs for the Payroll Audit Programme will include organisation chart, personnel 

strength, pay scales for the period, personnel records (details of hiring, termination, pay 

changes, voluntary and mandatory deductions), calculations of deductions, physical locations 

and so forth.  The auditor must identify official sources for this information, and document 

them. 

 

Where this is not a first time audit, the auditor will review the audit file from the previous 

audit to review results of inquiries and tests to provide a basis for planning the current audit.  

 

NOTE: Currently non-gazetted employee records are maintained at local site only and no 

information is available in AG offices38.  Under NAM, these records will be computerised 

and then available in AG offices.  In the meantime the local site needs to be visited to check 

employee records or a rigorous audit is not possible. 

 

Consider Potential Error Conditions 
 

In the area of payroll there are particular errors for which the auditor should check (often 

referred to as “Error Conditions”).  The Audit Programme guide identifies specific tests for 

the auditor to apply.  The auditor should consider whether there are additional error 

conditions for which tests should be derived. 

 

 

 

 

                                                   
38 Currently, following information is not available at AG office level : Service Record / Entitlement of Pay 

/ List of Establishment / Payee’s acknowledgement / Deductions / Etc. 
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Potential Error Condition Audit Objective 

Wrong individual receiving pay Existence 

Incorrect calculation of pay (error / status 

not updated / pay rate not corresponding to 

level / incorrect deductions / invalid 

allowances) 

Measurement 

Payments made after employee has left the 

organisation, or been transferred to another 

accounting circle 

Existence, Completeness 

Individuals on the payroll who do not exist 

or have poor attendance (an imaginary 

employee with fake identity / one 

individual receiving more than one pay 

each payday / employee receiving full pay 

for part time attendance) 

Existence 

Excessive overtime payments (which may 

indicate under-staffing or possible fraud); 

Measurement 

Payments not recorded properly (including 

wrong accounting year / incorrect amount 

posted); 

Presentation and Disclosure 

Without necessary approvals or other 

regulatory errors 

Regularity 

 

Analytical Review 
 

Audit Objective: To determine in aggregate whether payroll expenditures are properly 

reported, and in particular cases, to discover whether there are apparent over or 

underpayments relating to payroll. 

 

One key analytical test is to determine whether payroll expenditure reported can be 

reconciled to an estimate of salaries and wages for the number of employees on the payroll. 

 

To do this, the auditor needs to obtain information on the total number of employees within 

the unit being audited, their classification levels with rates of pay, entitlements and 

deductions at source.  The number of employees needs to be corrected for those who have 

been on the payroll for only a part of the year (either due to leaving the section or joining the 

section during the year of audit, or on secondment to, or away from, the section for part or all 

of the year).  The auditor can then calculate the expected amount of expenditures for the year 

(or conduct a similar calculation for a selection of individual months) and compare this with 

the actual expenditures incurred. 

 

Any significant difference between the expected and actual expenditures should be 

investigated to determine the explanation for the difference. 

 

A similar test can be done by comparing the change in payroll cost from the previous period 

with the expected change due to personnel and pay scale changes. 

 

Also, the auditor can search the records for individual payments (transactions) that 

significantly exceed the amount that would be expected for a particular employee.  This 

search can be conducted very quickly and efficiently where the auditor has access to the use 

of CAATs.  CAATs can be used to sum the total payments to an individual for the whole 

year or similar manipulations of the database of transactions quite easily. 
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Transaction searches can focus on: 

 

 Individual payments (or transactions) 

 The total payment for the year to an individual employee 

 Apparent duplicate payments in the same pay period 

 Excessive payments, etc. 

 

Any unusual payments found in this manner should be followed up to determine explanations 

and identify possible wrongful payments and underlying weaknesses in the control systems 

that enabled them to occur. 

 

Compliance Testing 
 

Audit Objective: To confirm that appropriate internal control procedures are implemented. 

 

In updating the Audit Programme with regard to the internal controls, the auditor should refer 

to a flow chart (or process mapping) of all main systems involved in expenditures and 

controls relating to pay.  This system description should be updated in light of any changes in 

the accounting systems, procedures and policies and any changes in laws, regulations and 

rules relating to pay. 

 

The auditor should review the previous year’s findings relating to any weaknesses in the 

controls and make enquiries regarding any actions taken by management to correct these 

weaknesses.  Any claimed improvements need to be verified during the audit of the controls. 

 

The auditor should review various authorities which describe internal control procedures 

relating to Payroll, including: 

 

 Accounting Policies and Procedures Manual Section 4.6: Expenditures – Salaries and 

Wages. 

 Payroll regulations and procedures manuals (Fundamental Rules and Supplementary 

Rules). 

 General Financial Rules and Federal Treasury Rules (for purpose of pay 

fixation/deduction) 

 

Add (or substitute) appropriate paragraph for organisations with different or additional 

procedures relating to pay. 

 

The controls the auditor expects to be in place include methods and procedures to ensure: 

 

 The engagement, promotion and termination of employees are properly carried out, in 

compliance with applicable regulations and rules; 

 Employees receive pay and benefits according to their entitlements as established by 

laws, regulations and rules (or policies); 

 Attendance and/or time records are properly maintained; 

 All changes to employee status as they impact on pay are promptly input to the pay 

system; 

 Payments are made to the correct employees and are accurately calculated; 

 Deductions from salaries and wages comply with applicable laws and rules and are 

correctly transmitted (or credited) to the appropriate authorities ;  
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 No payments are made without being properly authorised by sanctioning officer; and 

 All payments to employees are correctly, accurately and timely reflected in the 

General Ledger. 

 

See ICQ for Payroll:  

 

Substantive Testing 
 

Audit Objective: Substantive tests of Payroll expenditures fulfil three key audit objectives: 

 

(i) For the purposes of the financial attest audit of the financial statements of the 

government entity as a whole (or for certification of the accounts of the self-accounting 

organisations), to determine whether all material information relating to the area of 

payroll examined are reliable and are fairly presented in relation to the financial 

statements. 

 

(ii) To determine whether, on the basis of the transactions examined (selecting a 

representative sample of all significant areas of payroll within the audit entity), that the 

financial assertions comply with the following five considerations: 

 

 Existence and Occurrence 

 Completeness 

 Measurement 

 Regularity 

 Presentation and Disclosure 

 

(iii) To determine whether all activities and financial transactions examined comply with 

relevant laws and regulations (based on selection of all significant activities/transactions 

and a sample of the remainder) and on the basis of this audit work conclude on whether 

the relevant laws and regulations are being properly applied. 

 

For substantive testing, the auditor must be familiar with the relevant forms and registers 

applicable to Payroll, and where they are kept.  These include: 

 

 Establishment Register 

 Payroll Register (for each individual) 

 Scale Audit Register 

 Direct Credit Application (for each individual on Form 4X) 

 Payslip (for any time an employee’s salary, allowances or deductions are changed) 

 Monthly Salary Statement (for each individual) 

 Direct Credit Advice / Payroll Advice (copy sent to Account Section) – source 

document for recording purposes 

 Cheque Register 

 DDO monthly statement (certifying that either all relevant employees were paid in 

cash or stating the name of the employees not paid – including amount not paid and 

reasons for non-payments) Are there individual receipts signed by recipients kept on 

record? 

 Monthly Schedule of Employees’ Salaries 
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For Manual Accounting Systems 

 Sub Ledger (each transaction must be entered with: date; payment reference [e.g. 

cheque number]; payment description; account [as per Chart of Accounts]; DDO 

reference; and amount in Rupees 

 General Ledger (daily totals of expenditure [by account code] from Sub Ledger with: 

date; account [as per Chart of Accounts]; account description; and amount in Rupees 

 

For Computerised Systems 

 General Ledger (containing claim and payment details against appropriate 

expenditure head code [account code] as set out in Chart of Accounts) 
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Payroll Audit Programme Steps 
 

Audit Entity:       Audit Period: 

Date(s) Conducted: 

Audit Objectives: 

To determine whether, on the basis of the transactions examined (selecting all significant 

and/or representative sample) that the financial assertions / transactions comply with the 

following five considerations: 

 

A. Existence and Occurrence (recorded transactions relating to pay and allowances did 

properly occur)  

B. Completeness (all expenditure on pay and allowances have been recorded) 

C. Measurement (calculations correctly carried out)  

D. Regularity (all transactions examined comply with relevant laws and regulations and 

on the basis of this audit work conclude on whether the relevant laws and regulations 

are being properly applied) 

E. Presentation and Disclosure (expenditures properly coded in the general ledger and 

reported) 

 

Audit 

Obj. 
Audit Procedure Done 

By
39

: 

WP 

Ref
40

. 

A 
 

 

 

 
 

 

 
 

 

 
 

 

 

 
 

Existence and Occurrence 
1. Select a sample of transactions (as required for certification 

requirements / for purposes of testing controls / for 

additional substantive compliance testing) 

2. Refer to the Payroll Register for all employees in the 
sample  

3. From the sample of transactions check that: employee is 

identified in Payroll Register; and that that payment was 
made to correct payee 

4. Check attendance records to determine that employees in 

sample earned the amount due in pay (this is a test of 
attendance, not of effort) 

5. Direct deposit – do we need confirmation from bank of 

employee in sample regarding amounts deposited and 

identity of individual who holds account? 
6. Be present on one or more occasions when cash is 

distributed to employees below level 5 and check that those 

receiving money are bone-fide employees and that the total 
money distributed in aggregate totals the amount of cash 

authorised by the DDO 

 

  

B Completeness 

1. Compare list of employees paid against Establishment 

Register for selected months 

2. Select a sample of employees who recently retired / 

transferred out / otherwise left the office and check whether 
any received payments after date of leaving (adjusting for 

timing of last payment) 

  

                                                   
39 The name/initials of the auditor who undertook the work 
40 Cross referenced to the working papers that contain the supporting details. 
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3. Select a sample of employees recently joining the office 

and confirm that they were not paid before they 

commenced 
4. Conduct a reconciliation (and/or check a batch of 

transactions) between {Direct Credit Advice / Payroll 

Advice / DDO monthly statement41} and Monthly Schedule 

of Employees’ Salaries and General Ledger 
5. Take a sample of employees (from establishment listing / 

telephone list / or other source) and check that they have 

received payment out of the payroll system 
 

C Measurement 

1. For the sample of transactions check: 1) that payment 

received by employee is correct according to Payroll 
Register; 2. that the Payroll Register is consistent with 

relevant Rules applying to promotion, pay rates and 

entitlements; and 3) that deductions are correct (according 
to the DP Fund / the income Tax Ordinance, 1979 and as 

modified from time to time / other deductions in accordance 

with rules and regulations governing deductions such as 
rent deductions, loans and advances / etc.) 

3. Check for the selected sample of employees recently 

joining the office that the amount of the first payment was 

correct according to the start date and according to their 
Payroll Register 

4. Check for the selected sample of employees who recently 

left the office that the amount of the last payment was 
correct according to the date of last day of employment in 

section and according to their Payroll Register – compare 

payslips with Last Payslip Certificate issued  
 

Any situations of receipt of pay in lieu of vacation time? (in 

which case, should check that vacation time was not taken in 

addition to receiving pay) 

  

D Regulatory 

1. Check that all documents relating to the sample of 

transactions/employees are completed fully, have proper 
authorisation (including checking signing authority and 

signatures of the approving officers) 

2. Any rules regarding receipt of increments in pay should be 

checked (including for example disciplinary actions / 
satisfactory performance / qualifications or certifications 

required to advance beyond barriers / etc) 

3. Check that the total number of employees (by individual 
units) receiving pay does not exceed stipulated 

establishment limits 

 

To be completed after examination of relevant Regulations / 
Rules applying to Employment 

  

E Presentation and Disclosure 

1. Check that payroll payments are correctly identified in the 
General Ledger under Payroll Object and correctly coded 

  

                                                   
41 Note: payroll payments under the DDO monthly statement may possibly not show up in other documents 

as salary payments (although they should). 
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according to the Chart of Accounts by checking for the 

sample of transactions that the net pay and deductions have 

been correctly coded according to the Chart of Accounts 
codes. 

2. Check whether the payroll section receives timely reports 

from the General Ledger under the relevant Object Codes 

and that the information is presented in a way that it can be 
used by the payroll section. 

3. For a sample of months, check that the total pay (gross, net 

and deductions) are correctly presented in the General 
Ledger by making the necessary calculations (which will be 

much easier through the use of CAATs).  
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Audit of Expenditures - Goods and Services 
 

This Audit Programme guide relates to the audit of “Expenditures - Goods and Services”.  

Related Audit Programme guides are: “Expenditures – Contracting” and “Expenditures – 

Project Costs and Performance”. 

 

Plan the Audit 
 

Before commencing audit planning, the auditor should be familiar with the activities of the 

entity, its operational cycles, and the goods and services expenditures that are associated with 

those activities.  Expenditures on goods and services should be aggregated into meaningful 

categories for analysis and comparison. 

 

The auditor needs to be aware of what expenditures there have been on goods and services, 

especially if there have been any significant changes in the amount of goods and services that 

have been acquired during the year compared to previous years or any new activity that has 

led to different goods and services being purchased. 

 

The amount of audit effort planned for goods and services expenditures will depend on the 

materiality of amounts and whether expenditures relating to goods and services are 

significant and are at risk of malfeasance.  This consideration should relate both to financial 

audit for certification and to compliance audit. 

 

Each year, in preparation for the audit, the Audit Programme should be developed, updating 

the previous audit programme where appropriate, to reflect any changes in circumstances that 

may affect the Audit Plan. 

 

Consider Potential Error Conditions   
 

In the area of goods and services there are particular concerns that the auditor may wish to 

check in order to safeguard against their occurrence (often referred to as “Error Conditions”).  

Each one of these is the subject of a specific procedure in the Audit Programme.  Before 

commencing each audit, the auditor should consider whether there are other potential error 

conditions for which he or she should derive appropriate audit procedures. 

 

Potential Error Condition Audit Objective 

Duplicate payments for the same product or 

service 

Existence 

Non-delivery, or non existence, of the product or 

service that has been paid for 

Existence 

Product or service not meeting the required 

number of items, the specified quality or the 

performance specifications 

Measurement 

Over payment in relation to the product / service Measurement 

Individual performing more than one function 

which should be performed independently 

Internal control 

Proper purchasing procedures not followed Regularity 
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Analytical Review 
 

Audit Objective: To determine: 

 

 What patterns of change have occurred over the last few years in the area of the 

acquisition of goods and services; 

 Whether the unit cost of particular goods or services are reasonable or appear excessive; 

 Which individual transactions, or group of certain types of expenditure (such as on the 

acquisition of vehicles) represent the more significant areas of expenditure on goods and 

services; 

 Whether there are certain transactions that appear to need more close scrutiny (such as 

transactions that appear as if they could represent duplicate payments, or where 

individual suppliers represent a significant level of expenditure); and 

 Whether different products or names of company suppliers have the same mailing 

address (suggesting fictitious products or products going through a middleman with mark 

up). 

 

The auditor can apply analytical procedures to determine whether any of these situations has 

occurred, or is likely to have occurred.  In this way, the auditor can identify any individual 

purchases, or group of purchases, of which further examination would be useful. 

 

Also, the auditor can use CAATs to search the records for individual payments (transactions) 

that are apparently significantly in excess of the amount that would be expected according to 

the type of product or service.  This search may be difficult to conduct if the recorded amount 

could be for more than one item (and therefore does not represent a unit price).  If the record 

also includes the number of items, the CAAT can calculate the unit price automatically.  

CAATs also enable the auditor to sum the total payments to an individual or a company for 

the whole year, or conduct similar manipulations of the database of transactions to identify 

areas for further investigation. 

 

Any unusual payments found in this manner should be followed up to determine whether 

there are satisfactory explanations or whether payments have been made wrongly, as well as 

to investigate the possibility of weaknesses in control systems. 

 

Compliance Tests 
 

Audit Objective: To determine whether appropriate controls are implemented over 

expenditures on goods and services. 

 

The first step is to review the system of internal controls relating to expenditures on goods 

and services.  The auditor should refer to a flow chart (or process mapping) of all main 

systems involved in expenditures and controls relating to goods and services.  This system 

description should be updated in light of any changes in the accounting systems, procedures 

and policies and any changes in laws, regulations and rules relating to the purchase of goods 

and services. 

 

The auditor should review the previous year’s findings relating to any weaknesses in the 

controls and make enquiries regarding any actions taken by management to correct these 

weaknesses.  Any claimed improvements need to be verified during the audit of the controls. 

 

Where the New Accounting System (NAM) has been implemented, the auditor should refer 

to the Accounting Policies and Procedures Manual: 
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 Particularly relating to Section 4.5.3: Voucher preparation for claims above the 

specified limits. 

 

For compliance purposes, the auditor should refer to applicable regulations and procedures 

manuals, including 

 

Add (or substitute) appropriate paragraph for organisations with different or additional 

procedures relating to goods and services. 

 

The controls the auditor expects to be in place should include methods and procedures to 

ensure: 

 

 Adequate separation of duties for the key functions performed in the purchasing of 

goods and services; 

 Purchases of goods and services justified and properly authorised; 

 The government does not commit to the purchase of a product or service without 

there being the necessary funds available under the appropriate budget (consistent 

with the object / appropriation / objectives of the programme); 

 The goods and services have been delivered and received, according to the quantity, 

quality and specifications and within time promised (where applicable); 

 The goods and services are competitively and/or reasonably priced and negotiated 

prices, special rates, etc have been obtained where appropriate; 

 No payment is made without a check made that the purchase order; invoice; and 

delivery record match; 

 No payments are made without being properly authorised by sanctioning officer; and 

 All payments for goods and services are correctly, accurately and timely reflected in 

the General Ledger. 

 

See ICQ for Goods and Services:  

 

Substantive Testing 
 

Audit Objective: Substantive tests fulfil three audit objectives: 

 

(i) For the purposes of the financial audit of the financial statements of the government 

entity as a whole (or for certification of the accounts of self-accounting organisations), 

to determine whether all material information relating to expenditures on goods and 

services examined by the auditor are reliable and are fairly presented in relation to the 

financial statements. 

 

(ii) To determine whether, on the basis of the transactions examined (based on selection of 

all significant activities / transaction and a sample of the remainder), that the financial 

assertions comply with the following five considerations: 

 

 Existence and Occurrence 

 Completeness 

 Measurement 

 Regularity 

 Presentation and Disclosure 
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(iii) To determine whether all activities and financial transactions examined comply with 

relevant laws and regulations (based on selection of all significant activities / transaction 

and a sample of the remainder) and on the basis of this audit work conclude on whether 

the relevant laws and regulations are being properly applied. 

 

One of the problems in taking a sample of purchase transactions is that a single purchase may 

represent a single unit of the product, multiple units of a particular product, or even a mix of 

various products contained within the individual purchase order / expenditure.  Also, 

especially in large, complex purchases, an individual expenditure may represent a partial 

payment (e.g. an advance payment or payment in stages or instalments), or payment for one 

component of the total purchase (e.g. front-end loader separate from the tractor).  

 

In selecting a sample, the auditor must be clear whether he/she is selecting individual 

purchases or individual orders (which may contain multiple purchases in the same 

transaction). 

 

For substantive testing, the auditor must be familiar with the relevant forms and registers 

applicable to the purchase of goods and services, which can include: 

 

 Authority to purchase (including allocation of funds); 

 Purchase order (or claim voucher); 

 Supplier’s invoice; 

 Delivery documentation (and sometimes inspection on receipt of goods); 

 Recording of goods in the stock register (according to para 148 of GFR Volume 1) 

 Certification (pre-audit) of claims; 

 Authorisation of payment; 

 Issue of payment; and 

 Recording of expenditure in accounting records (accounts and ledger). 

 

In addition, there may be further documentation relating to the tendering and contracting 

process (see Contracting Audit Programme guide). 

 

For Manual Accounting System 

 Sub Ledger (each transaction must be entered with: date; payment reference [e.g. 

cheque number]; payment description; account [as per Chart of Accounts]; DDO 

reference; and amount in Rupees 

 General Ledger (daily totals of expenditure [by account code] from Sub Ledger with: 

date; account [as per Chart of Accounts]; account description; and amount in Rupees 

 

For Computerised System 

 General Ledger (containing claim and payment details against appropriate 

expenditure head code [account code] as set out in Chart of Accounts) 
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Goods and Services Audit Programme Steps 
 

Audit Entity:       Audit Period: 

Date(s) Conducted: 

Audit Objectives: 

To determine whether, on the basis of the transactions examined (selecting all significant 

and/or representative sample) that the financial assertions / transactions comply with the 

following five considerations: 

 

A. Existence and Occurrence 

B. Completeness 

C. Measurement 

D. Regularity 

E. Presentation and Disclosure 

 

Audit 

Obj. 

Audit Procedure Done 

By
42

: 

WP 

Ref
43

. 

A 

 

 
 

 

 
 

 

 

 
 

 

Existence and Occurrence 

1. Select a sample of transactions (as required for certification 

requirements / for purposes of testing controls / for 
additional substantive compliance testing) – if possible, this 

sample should focus on large transactions and a 

representative sample of the rest; and include a sample of 
transactions close to year end  

2. For this sample of transactions, collect all related 

documentation (purchase order / purchase authorisation / 

invoice / delivery receipt / any receiving documentation / 
payment) and check entry in Inventory Register and in 

general ledger  

3. Check payments for product/service entered into ledger for 
correct year  

4. Confirm that the payment was made to the correct payee by 

comparing information on cheque register with invoice and 

delivery information 
5. Through CAATs or other means, identify in the records any 

situations of “identical” transactions and check whether 

they are two separate purchases (tracing through to physical 
check of goods/services received) or are cases of double 

payment for same goods/service.  Follow up on cause(s) of 

duplicate payments (including possibility of fraud). 
6. Check also whether any “identical” transactions resulted 

from a practice of “order splitting”, i.e. purchase orders 

split to avoid need for sanction from a higher authority. 

7. At least for large transactions and transactions close to year 
end, conduct physical check on existence of goods and 

services (if these are distant from site where conducting 

audit, may seek confirmation in writing from DDO or 
independent party) 

8. Review suspense account for uncleared payments or for 

inappropriate clearances 
 

  

                                                   
42 The name/initials of the auditor who undertook the work 
43 Cross referenced to the working papers that contain the supporting details. 
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B 

 

 
 

Completeness 

1. Reconcile total expenditures on goods and services with the 

amount recorded on the general ledger (if practical or use of 
CAAT available) 

2. Check that all goods and services recorded as acquired in 

the year are charged against that year (if practical or use of 

CAAT available) 
3. Check for recently delivered goods and current service 

contracts that payments are recorded and/or monies 

allocated for payment (particularly important if the audit is 
conducted close to year end) 

 

  

C 

 
 

Measurement 

1. For the sample of transactions, check that the 
documentation (purchase order / purchase authorisation / 

invoice / delivery receipt / any receiving documentation / 

payment) is consistent in quantity, pricing, product 
description (particularly checking for substitution of lower 

quality/grade product) 

2. Check whether the individual items add up to the total 
given on the voucher / purchase order and the appropriate 

amounts of tax have been supplied 

3. Follow up on any short-fall / substitution / missing items / 

multiple deliveries to ensure that only what was received 
was paid for 

4. Check that the invoice and payment have applied proper 

prices / include any negotiated prices or other arrangements 
/ reflect correct freight charges if applicable 

5. Check also that any payment advances have been properly 

reflected in the invoice and correspondingly deducted from 
payment 

6. Check arithmetical accuracy 

7. Check inclusion of applicable guarantees, service support 

8. If any products / services to provide maintenance or spare 
parts for a product (i.e. an expenditure to service a product 

previously acquired) are included in the sample of 

transactions, check that no payments were made for 
maintenance / replacement parts that should have been 

covered by warranties 

9. Check in case of late delivery, whether any penalties apply 

under contract and if so, whether payment was adjusted 
accordingly 

10. Check for any duplicate payments (see application of 

CAAT / analytical review under Analytical Review 
activity) 

 

  

D 

 
 

 

Regularity 

1. Check there has been proper authority to enter into the 
acquisition process, and that the size of the purchase is 

within the authority limit of the authorising officer (use of 

certification and authorisation register?) 
2. (In the cases of large purchases): Check for supporting 

material to justify the acquisition of the goods and services: 

identified in budget or paper defining the needs and 
requirements 
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3. Ensure the expenditure is consistent with the nature of the 

appropriation to which it was charged - check whether the 

particular goods or services are a correct expenditure 
against the budget (consistent with the object / 

appropriation / objectives of the programme). 

4. Ensure that supplier’s name is on list of approved vendors 

(or, if part of audit plan, check proper contracting 
procedures have been followed by applying contracting 

audit programme) 

5. Check that in all major respects, the laws, regulations, rules 
and policies applying to the acquisition are complied with 

(need to include the relevant policies, rules, etc.) 

 

E 
 

 

 
 

Presentation and Disclosure 
1. Check that purchase payments are correctly identified in the 

General Ledger under the correct Object and correctly 

coded according to the Chart of Accounts by checking for 
the sample of transactions that the payments have been 

correctly coded according to the Chart of Accounts codes. 

2. Check whether the manager(s) responsible for the 
purchasing function(s) receive(s) timely reports from the 

General Ledger under the relevant Object Codes and that 

the information is presented in a way that it can be used by 

the responsible managers section. 
3. Check whether the manager(s) reconcile the information in 

the accounting report with the purchases for the period 

reported. 
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Extract from Accounting Policies and Procedures Manual 
 

Approval of expenditure 

 

The approving officer shall approve the claim voucher (bill) if satisfied that payment can be 

made his/her delegated financial powers. 

 

The approving officer shall review the claim voucher and all relevant supporting documents, 

including the authorised purchase order. 

 

Every delegated officer who approves a claim shall have an “Official Stamp” for that 

department/entity. The delegated officer shall put the official stamp on the claim voucher 

once he/she approves the claim for payment. 

 

The approving officer shall ensure that the account to which the voucher is to be charged is 

correct and is shown on the face of each voucher. 

 

The approving officer shall ensure that the service or supply has been performed or received, 

or, where it is necessary to pay in advance, payment is properly due. 

 

If the approving officer is not satisfied with the claim he/she shall not approve the 

expenditure and return the claim voucher and any supporting documents to the officer who 

prepared the claim, with written reasons for refusal. 

 

Once the officer who prepared the claim rectifies the reasons for refusal, he/she can re-

present the claim to the approving officer for approval. 

 

 If the approving officer is satisfied with the claim, he/she shall sign the original claim 

voucher and initial all documents supporting the claim. This shall indicate the capacity in 

which the approving officer has signed and the date of signing. 

 

The approving officer shall send the following along with the original claim voucher to the 

relevant DAO/AG/AGPR office. 

 

 Original approved purchase order 

 Attested copy of approved contract with the supplier (where applicable) 

 Original approved bills (invoices) from the supplier. 

 

Registration of purchase order/claim voucher 

 

A “Claim Register” (Bill Register) in DDO-wise order (form 4H) shall be kept by a delegated 

officer in the office of the DAO/AG/AGPR. 

 

When a sequential purchase order is submitted to the DAO/AG/AGPR, the delegated officer 

shall check the sequential number of the purchase order for the relevant DDO, by checking 

with the Claim Register. 

 

Where the sequential number of the purchase order is incorrect, the delegated officer shall 

return the purchase order to the relevant DDO. 

 

The DDO shall resubmit the correct sequential purchase order or the reason for the missing 

purchase order in writing. 



   Execution File 132 

 

Where the sequential number of the purchase order is correct, the delegated officer shall enter 

the sequential number in the Claim Register and shall forward the purchase order to the 

certifying officer. 

 

When the claim is submitted (or re-submitted ) in the office of the DAO/AG/AGPR, the 

delegated officer shall check the sequential number of the claim voucher for the relevant 

DDO, by checking with the Claim Register. 

 

Where the sequential number of the claim voucher is incorrect, the delegated officer shall 

return the claim voucher to the relevant DDO. 

 

Where the sequential number of the claim voucher is correct, the delegated officer shall enter 

the sequential number in the Claim Register. 

 

The delegated officer shall then give its own (i.e. DAO’s) unique claim number, being the 

next sequential number on the claim register. The date the claim is received shall be recorded 

in the claim register. The delegated officer shall then pass on the claim to the certifying 

officer dealing with that department/entity (DDO). 

 

If a claim is returned to the officer who submitted the claim for any reason, it shall be 

recorded in the claim register along with the date it is returned to the department/entity. 

 

Certification (pre-audit) of expenditure 

 

The certifying officer shall record details of the claim in the “Certification and Authorisation 

Register” (form 41) 

 

 The certifying officer shall certify the claim as per policies laid down in Section 4.2.7. 

 

 The certifying officer shall ensure that: 

 

 the claims submitted to his/her office are valid claims that have been duly approved 

and there is no reason to believe that the claims should not be paid 

 the claim voucher (bill) is complete, duly approved and signed by the delegated 

officer of the entity 

 the claim voucher (bill) has the proper official stamp on it 

 supporting documents accompanying the claim are valid, duly approved and signed 

by the delegated officer 

 the delegated officer who has approved and signed the voucher and supporting 

documents, is an officer authorised to approve such claims within that entity and has 

not exceeded his/her authority 

 the claim must not have been previously paid (especially in respects of claims issued 

on a duplicate voucher) 

 the claim must identify the head of expenditure to which the amount is chargeable. 

 

The certifying officer shall check the 2nd copy of the purchase order, sent along with the 

claim voucher, to the purchase order previously sent. If the two copies of the purchase order 

do not agree, he/she shall reject the claim voucher. 

 

 If the certifying officer requires additional information or documents, he/she shall obtain 

them from the department/entity. 
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Where the certifying officer is not satisfied with the claim, the officer shall not approve it and 

refer the claim to his/her next higher authority along with his/her specific observations. 

 

On rejection, the officer shall return the claim voucher and all supporting documents to the 

concerned DDO, with written reasons for refusal. The claim voucher shall be endorsed as 

rejected.  

 

The certifying officer shall only entertain such rejected claims where the approving officer 

provides written explanation in support of the claim. 

 

Once the certifying officer is satisfied with the claim, he/she shall sign and date the claim 

voucher, update the Certification and Authorisation Register and pass on the claim to the 

authorising officer. 

 

When the certifying officer receives the purchase order, with or without a commitment 

advice form, the officer shall review the purchase order, in light with the commitment criteria 

as set out in section 4.3.3, to certify whether or not a commitment is properly raised by the 

DDO. 

 

In cases where a commitment advice is sent with the purchase order and the certifying officer 

disagrees with the DDO in relation to commitment, the officer shall communicate with the 

DDO and resolve any disagreement. 

 

In cases where a commitment advice is not sent with the purchase order and the certifying 

officer feels (in accordance with the commitment criteria) that a commitment need to be set 

up, the officer shall communicate with the DDO and resolve any disagreement. 

 

Where the purchase order meets the commitment criteria and the certifying officer is in 

agreement with the DDO, the officer shall sign the commitment advice form and shall pass it 

on to the authorising officer. 

 

Authorisation of payment   

 

The authorising officer shall authorise the claim for payments as per policies laid down in 

Section 4.2.8. 

 

The authorising officer shall ensure that the claim voucher (bill) bears valid evidence that 

preparation, approval and certification have been properly carried out. This officer shall also 

ensure funds are available to make the payment, or enter the commitment, as the case may 

be. 

 

If the authorising officer is not satisfied with the claim, he/she shall not authorise the 

payment and return the claim voucher and all supporting documents to the certifying officer 

who certified the claim, with written reasons for refusal. The claim voucher shall be endorsed 

as rejected. 

 

If the certifying officer is able to rectify the reasons for refusal, the officer shall rectify it and 

resubmit to the authorised officer. If the certifying officer is not in a position to rectify the 

reason for refusal, he/she shall return the claim voucher and all supporting documents to the 

officer who originally submitted claim to the office, with written reasons for refusal. 
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Once the delegated officer in the department/entity rectifies the reasons for refusal, the 

officer shall re-submit the claim to the office of the DAO/AG/AGPR. The claim voucher 

shall be given a new claim number. 

 

Where the authorising officer receives a commitment advice form signed by the certifying 

officer, the authorising officer shall enter the commitment in the “Appropriation Control 

Register” (form 4D) in accordance with section 4.4.2. 

 

Where the authorising officer is satisfied with the claim voucher, he/she shall authorise the 

claim voucher for payment, sign and date the Certification and Authorisation Register and 

pass on the claim voucher to the relevant officer for the issue of a cheque. At the same time 

the authorising officer shall update the Appropriation Control Register and in doing so, 

reverse any commitments that may have previously established.  
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Audit of Expenditures - Contracting 
 

This section relates to the audit of “Expenditures - Contracting”.  It addresses compliance and 

regulatory audit concerns and is unlikely to be required for any financial attest audit work for 

certification purposes.  See other audit programme guides for general audit of expenditures 

which can involve contracting issues: Goods and Services and Projects. 

 

In the area of Contracting, the auditor should apply this audit programme guide in 

conjunction with one of the other audit programme guides (relating to Goods and Services 

and/or Projects). 

 

Contracting and procurement procedures apply to a range of resources and include: 

 

 Infrastructure, buildings and major equipment acquisition44; 

 Vehicles, furniture, tools, small equipment and parts; 

 Small items such as stationary and pencils; 

 Materials and equipment for maintenance purposes; 

 Maintenance services for facilities and equipment; 

 Hardware and software for computer systems; 

 Consulting services; and 

 Other contracted out services. 

 

Plan the Audit 
 

The amount of audit effort planned or Audit of Expenditures - Contracting will depend on 

whether the auditor considers it important to examine the contracting processes involved in 

the purchase of Goods and Services and/or the management of Projects.  This consideration 

relates primarily to Compliance. 

 

Each year, in preparation for the audit, the Audit Programme should be developed, updating 

the previous audit programme where appropriate.  The auditor needs to be aware of any 

changes in Contracting Regulations and Policies. 

 

Consider Potential Error Conditions 
 

In the area of Contracting there are particular concerns that the auditor may wish to check in 

order to safeguard against their occurrence (often referred to as “Error Conditions”).  The 

Audit Programme guide identifies specific tests for the auditor to apply.  The auditor should 

consider whether there are additional error conditions for which tests should be derived. 

 

Potential Error Condition Audit Objective 

Non-competitive procurement of goods or services Contracting Process 

Non-compliance with proper contracting procedures Contracting Process 

Scoring of bidders not properly carried out Contracting Process 

Contract awarded without consulting end user Contracting Process 

Contract not signed by competent authority Contracting Process 

Contract amendments after award of contract that in effect 

nullifies the proper competitive bid process 

Contract Amendments 

Actual deliverable does not meet terms and conditions of Performance Under 

                                                   
44 These are generally managed as projects and usually have a substantial contracting and procurement 

component. 
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promised deliverable Contract 

Payments made for work not done Payments Under Contract 

 

Analytical Review 
 

Audit Objective: To obtain/determine: 

 

 List of major contracts/transactions in decreasing order of magnitude of expenditure; 

 If possible, broken down between competitive and sole-sourced contracts; 

 Situations where there is frequent use of a particular supplier; and 

 Situations where contracts are for identical amounts (suggesting a non-competitive 

process - including bid rigging – or fictitious contracts to provide unearned income to 

“contractor”) 

 

The auditor is referred to other audit programme guides (Expenditures – Goods and Services, 

and Expenditures – Project Costs and Performance) for other suggested analytical methods 

that can assist the auditor in examining contracts. 

 

Compliance Testing 
 

Audit Objective: To determine whether there are appropriate internal controls in place 

relating to all areas examined in the audit. 

 

In updating the Audit Programme with regard to the internal controls, the auditor should refer 

to a flow chart (or process mapping) of all main systems involved in expenditures and 

controls relating to Contracting.  This system description should be updated in light of any 

changes in the accounting systems, procedures and policies and any changes in laws, 

regulations and rules relating to Contracting. 

 

The auditor should review the previous year’s findings relating to any weaknesses in the 

controls and make enquiries regarding any actions taken by management to correct these 

weaknesses.  Any claimed improvements need to be verified during the audit of the controls. 

 

For compliance purposes, the auditor should refer to applicable regulations and procedures 

manuals on Contracting, including; 

 

 General Financial Rules of the Central Government; Chapter 2: General Systems of 

Financial Management and Control; IV - Contracts:  General Principles – Rules 18 

and 19  

 

Add appropriate materials (including specific material for organisations with different or 

additional procedures relating to contracting). 

 

The controls the auditor expects to be in place should include methods and procedures to 

ensure: 

 

 Proper contracting procedures are followed; 

 Contracts are only entered into with proper authority; and 

 Payments against a contract are made according to the terms and conditions of the 

contract. 

 

See ICQ for Contracting:  
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Substantive Testing 
 

Audit Objective: Substantive tests of Contracting fulfil two key audit objectives: 

 

(i) To determine whether, on the basis of the transactions examined (selecting major 

contracts entered into during the period covered by the audit and/or a representative 

sample of contracts within the audit entity), that a fair and, where appropriate, 

competitive process was followed in awarding contracts to suitable suppliers and that: 

 

 A proper contracting process was followed; 

 The analysis of the bids was according to the selection criteria; 

 The calculations and comparisons were properly carried out; 

 The presentation of relevant information and the awarding process was properly 

disclosed; 

 The contract was properly drawn up; 

 Amendments to contract were justified and appropriate; 

 Performance under the contract was satisfactory; and 

 Payments under the contract were properly authorised. 

 

(ii) To determine whether all activities and financial transactions examined comply with 

relevant laws and regulations (based on selection of all significant activities / transaction 

and a sample of the remainder) and on the basis of this audit work conclude on whether 

the relevant laws and regulations are being properly applied. 
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Contracting Audit Programme Steps 
 

Audit Entity:       Audit Period: 

Date(s) Conducted: 

Audit Objectives: 

 

To determine whether, on the basis of the transactions examined (selecting major contracts 

entered into during the period covered by the audit and/or a representative sample of 

contracts within the audit entity), that a fair and, where appropriate, competitive process was 

followed in awarding contracts to suitable suppliers and that: 

 

A. A proper contracting process was followed; 

B. The analysis of the bids was according to the selection criteria; 

C. The calculations and comparisons were properly carried out; 

D. The contract was awarded in a timely manner; the end user was involved in the 

process; relevant information was properly presented; and the awarding process was 

properly disclosed; 

E. The contract was properly drawn up; 

F. Amendments to contract were justified and appropriate; 

G. Performance under the contract was satisfactory; and 

H. Payments under the contract were properly authorised. 

 

Audit 

Obj. 

Audit Procedure Done 

By
45

: 

WP 

Ref
46

. 

A 

 
 

 

 

Proper Contracting Process Followed 

1. By examining reports on contracting, or by analytical 
methods, or otherwise, determine the extent that contracting 

and procurement is performed on a competitive basis 

(conducting the analysis by size of contract, i.e. the auditor 

would expect to see that almost all large contracts were 
awarded on a competitive basis but that many small 

contracts might be sole-sourced) 

2. Select a sample of contracts (focusing on large contracts, 
and/or contracts of possibly a questionable nature – se 

section on Analytical Review above) 

2.1. The sample may have already been selected as part of 
an audit of Goods and Services or of Projects  

3. For each contract, examine the contract file and obtain 

information on: 

a) Timing of the process (initiation of the contracting 
process, issue of the request-for-proposal (RFP), 

closing date for the bids, the decision on which bid is 

elected, date of informing the successful bidder, date 
of signing contract – noting whether any negotiations 

prior to signing of the contract) 

b) Number of RFPs sent out, number of bids received 

(on time), number of bidders who missed the deadline 
(if any), number of bids that qualified under the 

criteria 

  

                                                   
45 The name/initials of the auditor who undertook the work 
46 Cross referenced to the working papers that contain the supporting details. 
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c) The scores and the bid prices of each bid received 

d) The summary of the evaluation and selection process 

e) Any correspondence relating to the bidding process 
and conclude on the appropriateness of the process (sufficient 

bids received, decision supported by analysis, timely process) 

4. For each contract, review the advertising process and 

determine whether information about the RFP was widely 
distributed, with sufficient time provided to respond 

5. For each contract, assess whether the RFP is stated in clear, 

unambiguous terms, with sufficient specifications to ensure 
all bidders are able to offer comparable bids 

6. Also, check that the terms of the RFP were such that the 

responses were not too restricted {Sometimes, the 
requirements are written so that they distort the bidding 

process: 

a) only one supplier can meet the conditions imposed 

b) the requirements are so demanding (such as tough 
penalty clauses for failure to meet contract 

conditions) that many potential bidders are 

discouraged from bidding 
c) imposed budget so low that better suppliers would not 

bid and the supplier who does get awarded the 

contract naturally fails to deliver an adequate 
product/service for the price  

7. Examine what was done when less than 3 bids were 

submitted.  {Was special authority obtained to proceed 

when fewer than 3 bids received and justification given 
(such as only 2 suppliers of product/service available)?  

Was the RFP process repeated and if so was there a 

sufficient number of bids obtained the second time?} 
8. Check that contracts were not entered into (signed) without 

assurance that sufficient funds were available and monies 

had been allocated for that purpose 

 

B 

 

 

Analysis of Bids According to Selection Criteria 

1. Seek evidence that evaluation criteria and scoring method 

are established before bids are opened (by observation 
and/or interviewing and confirm that in certain cases, these 

criteria and the scoring method are provided to potential 

bidders with the RFP) 

2. Note whether there are more than one (should be 3 or more) 
evaluators asked to score the bids 

3. On a sample basis, confirm that the scores awarded against 

individual criteria for the different bidders are reasonable 
and assess whether the variability in scores between 

different evaluators is reasonable 

 

  

C 
 

 

Calculations and Comparisons Properly Carried Out 
1. For each contract, check: 

a) the calculation of scores given by each evaluator 

against the criteria; 
b) the calculation of the overall score (the average of the 

individual evaluator’s scores); and 

c)  the verification of bidders price; and confirm correct 
(sometimes the bidder may have miscalculated the 
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total price compared to the detailed breakdown of 

costing) 

2. For sole source contracts, check whether there is any 
evidence that the reasonableness of the price had been 

checked by the contracting authority (whether any 

assurance given that the price was reasonable) 

3. For these sole source cases, the auditor should verify that 
the pricing was not unreasonable (on the basis of other 

contracts / industry standards for the type of work / etc.) 

 

D 

 

 

Disclosure of Information and Award of Contract 

1. For each sample contract, check whether the evaluation and 

selection process was properly documented; and the 

decision properly justified 
2. For sole sourced cases in the sample, determine what 

justification was given for sole sourcing the contracts (for 

contracts valued above the cut-off figure for sole sourcing) 
3. Check that before the contract was awarded the end user 

was consulted (may be already represented on the 

evaluation committee)  
4. Check the amount of time taken between submission of 

bids and awarding of the contract and conclude whether the 

process took an excessive time. 

5. Where the awarding process was lengthy enquire as to the 
impact of the delays. 

 

  

E 
 

 

 

Contract properly drawn up 
1. Check that the contract contains all relevant standard 

clauses 

2. Where special clauses are included, determine whether 

legal advice was obtained for any that are inconsistent with 
the standard clauses, or could have substantial cost 

implications 

3. Check that the contract specifies, wherever possible, clear 
milestones, or specific deliverables, to be met before 

payments are made under the contract 

4. Confirm that the contract was in place, signed by both 
parties, before any activities were carried out under the 

contract 

5. Review any penalty clauses and assess their reasonableness 

6. Examine whether the contracts are clear as to how 
shortfalls, or variances from the original contract, are to be 

handled. 

7. Finally check that the contract (if properly carried out) 
meets the requirements as originally defined 

8. Where applicable, check whether pre-shipment inspection 

clauses have been included 

 

  

F Appropriate amendments to contract 
1. Determine whether for any changes to the contract, the 

rationale for those changes is documented and fully 
justified 

2. Ensure that there had been no changes made to the contract 

that could negate the cost-effectiveness of the original 
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choice of the selected contractor/supplier over the other 

bids received., i.e. ensure that the bidder did not come in 

low to beat out the competition and then obtained increases 
in the value of the contract to complete the job profitably 

G Performance under the contract 

1. For each contract in the sample, determine if the contract 

was carried out satisfactorily, and if there were any delays, 
over-runs, failure to meet quality, timeliness and quantity 

of the good or service provided under the contract. 

2. Determine whether the correct goods or services were 
received according to the contract 

3. Where any of the contracts were not carried out 

satisfactorily, determine the problem(s) that contributed to 

inadequate performance 
4. In particular, identify any failures in the internal controls 

that might have contributed to the inadequate performance 

(such as, lack of adequate quality control checks specified 
for each stage of delivery {of project or manufacture of 

equipment}) 

5. Check if there were any situations where the government 
failed to meet its responsibilities for meeting deadlines 

under the contract (such as the delivery of detailed 

drawings or the inspection of a particular stage of 

construction) and if so, check if this resulted in any 
increase in cost or reduction in performance under the 

contract 

 

  

H Payments under the contract 

1. For each contract in the sample, check that there was 

evidence on file that each milestone had been met before 

payment was made (where payment was conditional on the 
milestone being satisfactorily met prior to payment) 

2. Ensure that there is evidence that the contract manager, or 

project manager, made a signed statement that the work has 
been performed or products delivered according to 

specifications 

3. Ensure that all payments were made only after being 
properly authorised by sanctioning officer, and note 

whether there was a statement that payment was consistent 

with the terms of the contract 
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Extract from “General Financial Rules of the Central 

Government” 
 

Chapter 2: General Systems of Financial Management and Control 

IV - Contracts:  General Principles – Rules 18 and 19 
 

18. No contracts may be entered into by any authority which has not been empowered to 

do so by or under the orders of the President. 

 

The various classes of contracts and assurances of property authorised by the President in 

exercise of powers conferred by Article 99 of the Constitution to be executed by different 

authorities are specified in Appendix 1. 

 

Subsidiary orders of Government as to the limitation upon the powers of these 

authorities, the conditions under which such powers should be exercised and the general 

procedure prescribed with regard to such contracts, such as calling for and acceptance of 

tenders, etc., are laid down in the appropriate departmental regulations. 

 

19. The following general principles have been laid down for the guidance of authorities 

which have to enter into contracts or agreements involving expenditure from Public 

funds: 

 

i. The terms of a contract must be precise and definite and there must be no 

room for ambiguity or misconstruction therein. 

ii. As far as possible, legal and financial advice should be taken in the drafting 

of contracts and before they are finally entered into. 

iii. Standards forms of contracts should be adopted wherever possible, the terms 

to be subject to adequate prior scrutiny. 

iv. The terms of the contract once entered into should not be materially varied 

without the previous consent of the authority competent to enter into the 

contract as so varied. No payments to contractors by way of compensation, or 

otherwise, outside the strict terms of the contract or in excess of the contract 

rates may be authorised without the previous approval of the Ministry of 

Finance. 

v. No contact involving an uncertain or indefinite liability or any condition of an 

unusual character should be entered into without the previous consent of the 

Ministry of Finance.  

vi. Whenever practicable and advantageous, contracts should be placed only 

after tenders have been openly invited and, in cases where the lowest tender is 

not accepted, reasons should be recorded. 

vii. In selecting the tender to be accepted, the financial status of the individuals 

and firms tendering must be taken into consideration in addition to all other 

relevant factors. 

viii. Even in cases where a formal written contract is not made into order for 

supplies, etc., should be placed without at least a written agreement as to the 

price. 

ix. Provision must be made in contracts for safeguarding Government property 

entrusted to a contractor. 

x. When a contract is likely to endure for a period of more than 5 years, it 

should, wherever feasible, include a provision for unconditional powers of 
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revocation or cancellation by Government at any time on the expiry of six 

months’ notice to that effect.  
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Audit of Expenditures – Project Costs and Performance 
 

This section relates to the audit of “Expenditures – Project Costs and Performance” and other 

aspects of project management. 

 

A project is a set of tasks with a defined objective or goal.  It has a beginning and a 

completion date, and normally has a separate budget.  Major projects can span many years, 

proceeding through: design; development; contracting; implementation; and completion.  

 

The government can be involved in a variety of major projects, such as: 

 Construction projects, such as roads, buildings, or dams; 

 Large scale equipment acquisitions, such as a fleet of buses, military equipment, or 

air traffic control equipment; 

 Computer systems design, development and acquisition; 

 Establishment of a new government programme;  

 Large studies of a scientific nature; 

 Research projects; and 

 Social programmes. 

 

This audit programme guide focuses on the financial controls and monitoring of progress.  In 

addition, the auditor should consult other audit programme guides: Expenditures – Goods and 

Services; and Expenditures – Contracting.  

 

This audit programme guide does not examine: 

 

 The way the project fits into higher level government objectives; 

 Whether the needs for the project and the development of options were properly 

assessed; or 

 Whether the detailed specifications were sufficient and appropriate. 

 

Plan the Audit 
 

The amount of audit effort relating to projects will depend on whether the proportion of an 

audit entity’s expenditures incurred on projects is significant.  This consideration should 

relate both to financial audit for certification and to Compliance-with-Authority work. 

 

In addition, there may be specific requirements for certain projects to be audited. 

 

Each year, in preparation for the audit, the Audit Programme should be developed, updating 

the previous audit programme where appropriate.  The auditor needs to be aware of what 

projects are being managed by the organisation and at what stage of their progress they are at: 

 

 Planning Stage (focus on any related consulting contracts); 

 Acquisition and Contracting (focus on approvals and authorisations and the 

contracting process); 

 Implementation (focus on progress milestones; progress payments; and contract 

amendments); and 

 Completion (focus on final payments; satisfactory completion of contractual 

obligations; and a fully operational situation). 
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Consider Potential Error Conditions 
 

In the area of projects there are particular concerns that the auditor may wish to check in 

order to safeguard against their occurrence (often referred to as “Error Conditions”). 

 

These include: 

 

Potential Error Condition Audit Objective 

Failure to obtain proper authorisations Regularity 

Expenditures in excess of original budget and/or 

amended budgets 

Project Management 

Expenditures allocated to other programmes Presentation and Disclosure 

Payments made without proper confirmation of 

payment milestone met 

Project Management 

Expenditures within budget but project progress 

less than planned (result of which would mean 

that the project eventually would likely not be 

brought in within budget) 

Project Management 

 

Analytical Review 
 

Audit Objective: To obtain: 

 

 Total list of active projects; 

 List of projects in descending order of magnitude; 

 Where the data are available, those projects that have had the greatest increase in 

budget (expressed as a percent of original budget); 

 Any cases where the project costs have exceeded their budget allocation; 

 List of projects behind schedule; 

 List of recently completed projects (or those completed since time of previous audit); 

and 

 List of any cancelled projects. 

 

In addition, analysis can be applied to the individual projects to compare expenditures to 

budgets, and progress against planned schedule broken down by the stages of the project and 

identify at what stage, if any, the project encountered financial or delivery problems (cost 

overruns / delays). 

 

Compliance Testing 
 

Audit Objective: To determine whether there are appropriate internal controls in place 

relating to all areas examined in the audit. 

 

In updating the Audit Programme with regard to the internal controls, the auditor should refer 

to a flow chart (or process mapping) of all main systems involved in expenditures and 

controls relating to projects in general and to specific controls applied to each major project 

selected for audit.  This system description should be updated in light of any changes in the 

accounting systems, procedures and policies and any changes in laws, regulations and rules 

relating to projects. 
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The auditor should review the previous year’s findings relating to any weaknesses in the 

controls and make enquiries regarding any actions taken by management to correct these 

weaknesses.  Any claimed improvements need to be verified during the audit of the controls. 

 

Where the New Accounting System (NAM) has been implemented, the auditor should refer 

to the Accounting Policies and Procedures Manual: 

 

 Particularly relating to Section 10: Project Accounting. 

 

For compliance purposes, the auditor should refer to applicable regulations and procedures 

manuals, including 

 

 Manual for Development Projects (issued by Ministry of Finance – Planning 

Commission) 

 

Add (or substitute) appropriate paragraph for organisations with different or additional 

procedures relating to projects. 

 

The controls the auditor expects to be in place should include methods and procedures to 

ensure: 

 

 Appropriate project approvals 

 Contingency plans developed for major risk situations 

 Proper contracting procedures and practices are followed (see Audit Guide on 

Contracting) 

 Project does not proceed before all prerequisites met 

 Payments properly justified and authorised  

 All expenditures relating to the project are accounted against the project 

 Appropriate monitoring and reporting of progress (expenditures against budget and 

progress against schedule) 

 Corrective actions are taken in a timely and effective manner 

 Proper commissioning and operational performance 

 Appropriate warranty coverage 
  

See ICQ for Projects:  

 

Substantive Testing 
 

Audit Objective: Substantive tests fulfil four audit objectives: 

 

(i) For the purposes of the financial attest audit of an individual project, or for the financial 

statements of the government entity as a whole (or for certification of the accounts of 

the other organisations), to determine whether all material information relating to the 

specific projects examined are reliable and are fairly presented in relation to the 

financial statements on the project. 

 

(ii) To determine whether, on the basis of the transactions examined (selecting a 

representative sample of transactions relating to one or more individual projects), that 

the financial assertions comply with the following five considerations: 

 

 Existence and Occurrence 
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 Completeness 

 Measurement 

 Regularity 

 Presentation and Disclosure 

 

(iii) To determine whether all activities and financial transactions examined comply with 

relevant laws and regulations (based on selection of all significant activities / transaction 

and a sample of the remainder) and on the basis of this audit work conclude on whether 

the relevant laws and regulations are being properly applied. 

 

(iv) To determine whether the project(s) examined complied with sound project 

management principles. 

 

In the case of projects, due to their often unique characteristics, substantive testing is always 

necessary in addition to tests of internal controls. 

 

One of the problems in auditing large projects is obtaining the historical documents (relating 

to approvals; statement of results to be achieved; original budgets ad schedules) because 

these may have been produced many years earlier.  

 

For substantive testing, the auditor must be familiar with the relevant forms and registers 

applicable to the projects being audited; and where they are kept.  These include, for 

example: 

 

 PC-1 approved by Executive Committee of the National Economic Council (for 

foreign aided projects) 

 

The auditor should become well acquainted with the total project history before examining 

specific details relating to the project. 
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Project Audit Programme Steps 

 

Audit Entity:       Audit Period: 

Date(s) Conducted: 

Audit Objectives: 

To determine whether, on the basis of the transactions examined (selecting all significant 

and/or representative sample) that the financial assertions / transactions comply with the 

following five considerations: 

 

A. Existence and Occurrence 

B. Completeness 

C. Measurement 

D. Regularity 

E. Presentation and Disclosure 

 

To determine whether the project(s) examined complied with the following sound project 

management principles: 

 

F. Appropriate approvals and project controls are in place before any commitments, or 

actions, can be taken on a project 

G. Where required, an appropriate environmental assessment relating to the proposed 

project is completed 

H. Decisions to proceed are based on appropriate and adequate information (for 

example, reliable estimates of cost, requirements specified, and risks identified and 

assessed) 

I. Contingency plans are developed for major risk situations, wherever feasible 

J. Proper contracting procedures and practices followed (see Audit Guide on 

Contracting) 

K. All prerequisites are met before commitments made (e.g., soil tests conducted before 

contracting for construction, detailed plans and specifications developed before 

entering into a contract, clear ownership of land verified before commencing 

construction of a road, facility or building) 

L. Payments are not made until all agreed-upon quality and quantity of materials, 

construction, etc. are met (inspection, quality control, sign-off procedures, etc.) or the 

necessary approvals, and corresponding contract amendments, are obtained to waiver 

one or more of these specifications 

M. Where a prototype is required, major specifications are met before the production 

phase is entered into 

N. Appropriate monitoring and reporting of progress (expenditures against budget and 

progress against schedule) 

O. Corrective actions are taken in a timely and effective manner 

P. Testing is conducted to ensure all components are in operational condition 

Q. Any failures to meet operational specifications are corrected in a timely manner 

R. Where applicable, all warranties are in place and no expenditures are made on items 

covered by warranty nor poor operational performance that could be corrected under 

warranty and/or contract 
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Audit 

Obj. 

Audit Procedure Done By: WP Ref. 

A 

 
 

 

 
 

 

 

 
 

 

 

Existence and Occurrence 

1. For a sample of projects and/or project expenditure 
transactions, check whether payments of bills/invoices are 

promptly and correctly entered into accounting records 

2. Trace each payment / deposit to relevant bank account and 
check that recipient of payment was the party who carried 

out the work and billed against the project 

3. For a sample of expenditure records in the General Ledger 

and/or project accounts, check that these were correctly 
charged to the project (and were consistent with the terms 

of the contract) 

 

  

B 
 

 

Completeness 
1. For a sample of projects, reconcile the total payments, 

during the year of audit, (as determined by inspection of 

vouchers or from project accounts) with the amount 
recorded in the General Ledger 

2. Take a sample of vouchers, close to the beginning or end of 

the year, and check that the work was conducted (or goods 
delivered) in the year against which the cost was allocated 

 

  

C 

 
 

Measurement 

1. Where project bills/invoices are based on volume of 
materials used (and/or contract hours consumed) check for 

a sample of vouchers that the total cost is correctly 

calculated on the basis of volume times unit price (and/or 
number of hours times hourly rate), taking into 

consideration any discounts / overtime rates 

2. Where payment is based on progress, check a sample of 

payments to verify that the amount paid does not exceed the 
technical officer’s, or project manager’s, estimate of 

progress achieved - and, where feasible, confirm by 

observation or reading of project progress reports that the 
stated progress has actually been achieved 

 

  

D 

 
 

Regularity 

1. Confirm that for the sample of projects examined, a project 
manager was appointed for each project, and given 

delegated financial powers as laid down in the “Delegation 

of Financial Powers” as issued by MoF  
2. Check that project payments have been properly authorised, 

and there is evidence on file that the work for which the 

payment is claimed was completed satisfactorily (suitable 
progress according to contract agreement, satisfactory 

quality and according to terms and conditions / 

specifications as laid out in the contract) and approved by 

technical officer / project manager {This step overlaps with 
step 

3. Determine whether commitments were recorded, for the 

sample of projects examined, in accordance with the 
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accounting policies laid down in Section 4.3 of the 

Accounting Policies and Procedures Manual  

4. Check that no expenditures were made against the project 
for any indirect costs, such as interest, depreciation, or 

administrative overheads unless specifically provided for 

under the project budget (as directed under paragraph 

10.3.3.4 of the Accounting Policies and Procedures 
Manual) 

5. For regularity issues relating to the procurement of goods 

and services and contracting practices, se the audit guides 
for “Expenditures – Goods and Services” and “Contracting” 

 

E 

 
 

 

Presentation and Disclosure 

1. For a sample of projects, and (where there are a large 
number of payments per project) on a sample of payments, 

check that all payments are correctly recorded in the 

General Ledger against the project and no payments are 
made against the project that are not a valid expense against 

the project 

2. Review project reports and check on a sample basis that 
items in the report correspond to the records in the General 

Ledger (this is more critical if the report is not a computer 

generated report) 

 

  

F Appropriate approvals and project controls in place before 

any commitments, or actions, can be taken on a project 

1. For a sample of projects, check whether the appropriate 
project approvals and project controls were in place before 

any commitments were made to proceed (specifically, no 

contracts or other written or verbal undertakings had been 

made) 
2. In particular, ensure that the funds had been allocated to the 

project before any contractual arrangements were entered 

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

contract signed 

 

  

G Where required, an appropriate environmental assessment 

relating to the proposed project 

1. For those projects in the sample selected, check whether an 

environmental assessment is/was required (refer to here 

Environment Audit guidelines and the Act No. XXXIV of 

199747) 

2. Where an environmental assessment is required, check 

whether one was done (or is being done) 
3. Conclude whether the environmental assessment was 

timely (i.e. completed before any significant effort or 

commitments made on the project – and did not contribute 
to any serious delays {although the auditor should be 

careful to recognise complexities surrounding this 

requirement}); and adequate - judgement on adequacy 

  

                                                   
47 An Act to provide for the protection, conservation, rehabilitation and improvement of the environment, 

for the prevention and control of pollution, and promotion of sustainable development 
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might require expert opinion to guide the auditor 

4. Note whether actions on the project complied with the 

conclusions and recommendations of the environmental 
assessment 

H Decisions to proceed based on appropriate and adequate 

information 

1. For those projects in the sample selected, check whether 
decisions relating to the project were made with supporting 

analysis and information available 

(such as: reliable estimates of cost48; requirements 
specified; and risks identified and assessed) 

2. Where possible, conclude on the adequacy of the analysis 

{to do this may require expert opinion to guide the auditor} 

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

 

{Note: There are other considerations relating to decisions 
on selection of projects, (such as: the way the project fits into 

higher level government objectives; whether the needs for the 

project and the development of options were properly 
assessed; and whether the requirements analysis and detailed 

specifications were sufficient and appropriate) but normally 

these would be included only in a full performance audit of 

the project and therefore go beyond this audit guide} 
  

  

I Contingency plans developed for major risk situations, 

wherever feasible 
1. The auditor should enquire whether there are any policies 

or directives regarding contingency planning for specific 

high risk situations (possible labour disputes, 

availability/cost of particular technologies, environmental 
constraints, local support for the project) 

2. For those projects in the sample selected, check whether 

there are situations where a contingency plan would be 
appropriate (or required under policy) 

3. Where in the opinion of the auditor, a contingency plan 

would be appropriate, determine whether one was produced 
and assess its appropriateness for the risks / requirements 

identified 

 

  

J Proper contracting procedures and practices followed 
See Audit Guide on Contracting 

 

  

K All prerequisites met before commitments made / or 

contracts entered into 
1. For a sample of projects, check whether the appropriate 

activities have been successfully completed before entering 

the next stage of the project 
{These activities will vary from project to project, and stage 

in the project, according to what is necessary for the particular 

project at that stage.  Examples include: an environmental 

impact study, soil tests conducted before contracting for 

  

                                                   
48 Note: the estimates of cost are usually produced in increasing levels of accuracy according to the stage 

reached in the project. 
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construction, detailed plans and specifications developed 

before entering into a contract, clear ownership of land 

verified before commencing construction of a road, facility or 
building} 

2. In particular, ensure that commitments to proceed have not 

been made until all substantial requirements have been 

completed at the previous stage 
3. Specifically, no contracts or other written or verbal 

undertakings have been made before the monies have been 

allocated to the next stage of the project and all 
prerequisites have been met 

 

L Payments not made until all agreed-upon quality and 

quantity of materials, construction, etc. are met  
1. For those projects in the sample, check whether there is 

documentation on file to demonstrate that all requirements 

were met, and approvals obtained, before payments were 
made 

2. In particular, look for evidence relating to (where 

appropriate): proper inspection carried out, checking that 
the full amount of materials supplied, existence of quality 

control over products and services received; proper sign-off 

procedures followed; etc. 

3. Where the terms and conditions of the contract were not 
met, check whether the necessary approvals, and 

corresponding contract amendments, were obtained to 

either: 
a) waive one or more of these specifications / 

requirements, and/or 

b) change the amount of payment prior to payment 
 

  

M Where a prototype is required, major specifications met 

before the production phase is entered into 
1. For projects that involve the production of a prototype (or 

conduct of a pilot study) prior to full implementation, 

determine whether there was an evaluation report produced 

after the pilot/prototype stage 
2. On the basis of this report, and/or from interviews and 

observation, determine what weaknesses existed at this 

stage (and what major specifications were not met) 

3. Conclude whether full implementation / production was 
entered into before such weaknesses were resolved 

4. Determine (in retrospect) what problems resulted from 

premature embarkation on next stage before resolving 
issues raised at the pilot/prototype stage 

 

  

N Appropriate monitoring and reporting of progress  

1. The auditor should enquire what policies, directives and 
procedures exist with regard to the monitoring and 

reporting of projects (particularly large and/or complex 

projects)  
2. As covered in the ICQ (question G), determine whether 

there are regular project reports containing information on: 

g) the progress of the project; 
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h) expenditures against budget; 

i) forecast of total completion cost and completion date; 

j) project difficulties and/or delays; 
k) proposed corrective actions; 

l) contingency plans? 

for each of the projects in the sample of projects  

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

monitoring and reporting of progress 

 

O Corrective actions taken in a timely and effective manner 
1. If any of the projects in the sample encountered problems 

or setbacks, examine what issues had to be resolved 

2. Conduct an analysis of what corrective actions had been 
identified as necessary 

3. Document what actions were taken and conclude whether: 

a) these were taken in a timely manner 
b) at a reasonable additional cost (compared to action 

plan if available), and 

c) impacted on the success of the project 
 

  

P Testing conducted to ensure all components are in 

operational condition 

1. For those projects in the sample that have been completed, 
check what actions were taken to assure that the facility / 

equipment / computer system / or other output met the 

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

completion of the project) produced 

3. Did this report, or other communications indicate examples 

of deficiencies (or unsatisfactory performance) 
 

  

Q Any failures to meet operational specifications corrected in a 

timely manner 
1. With regard to any deficiencies identified above (under 

audit objective P), what actions were taken in response to 

these deficiencies (such as hold back of final payment) 

2. Determine whether these corrective actions were taken in a 
timely manner and furthermore, whether these problems 

were eventually resolved 

3. Through interviews, physical inspection and review of 
documents, conclude whether the facility / equipment / or 

whatever was satisfactory or whether there was evidence of 

incomplete / unsatisfactory product(s) and workmanship 

  

R Where applicable, all warranties in place and no 

expenditures on items covered by warranty nor poor 

operational performance that could be corrected under 

warranty and/or contract 
1. For the projects in the sample, that had reached contract 

stage, determine whether considerations of warranty were 

covered in the contract(s)  

2. For those projects in the sample that were completed, or 
close to completion, identify what, if any, corrective actions 

were required 
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3. Check for these cases, whether they were covered under 

warranty, and if so, that the costs of corrective action were 

born by the contractor / supplier according o the terms of 
the warranty 

 

4. Where there was inadequate operational performance, 

determine whether it could have been corrected under 
warranty 

5. In these cases, determine why corrective action had not 

been taken under the warranty  
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Audit of Revenue - Receipts 
 

This section relates to the audit of “Revenue – Receipts”.  In this audit programme guide, we 

address income to the government other than in areas of revenue collection covered in the 

other audit guides: “Revenue – Income Tax”, “Revenue – Sales Taxes” “Revenue – Excise” 

and “Revenue – Investments”. 

 

Receipts can come from various sources: 

 

 Payments for licenses issued by the government; 

 Income from the sale of products and services (such as electricity, telephone services, 

books and pamphlets, etc.); 

 Miscellaneous income, such as rental income from properties owned by the 

government or leased to government employees49; or 

 Cash collected from provision of services, such as car parks, toll booths. 

 

The key in identifying the types of receipts is whether: 

 

 They correspond to a measurable product or service (in which case the auditor can 

check income received against output produced); or 

 The volume of income generated cannot be compared with a verifiable output. 

 

Plan the Audit 
 

In most audit areas, receipts will unlikely be a highly significant area.  For some government 

departments, however, such as for example in WAPDA, or organisations that issue licenses, 

or produce a significant volume of products or services, it can be the most important area for 

the auditor to address. 

 

Thus the amount of audit effort on receipts will depend on whether these are significant in 

relation to the audit entity’s expenditures incurred.  This consideration should relate both to 

financial audit for certification and to Compliance audit. 

 

Each year, in preparation for the audit, the Audit Programme should be developed, updating 

the previous audit programme where appropriate.  The auditor needs to be aware of changes 

in amount of income, activities that can affect the level and types of income, changes in 

systems and policies affecting the collection of revenue; and changes in laws and regulations 

relating to revenue. 

 

Consider Potential Error Conditions 
 

In the area of receipts there are particular concerns that the auditor may wish to check in 

order to safeguard against their occurrence (often referred to as “Error Conditions”).  The 

Audit Programme guide identifies specific tests for the auditor to apply.  The auditor should 

consider whether there are additional error conditions for which tests should be derived. 

 

 

 

                                                   
49 Although in most cases employee rental payments would likely show up as pay deductions rather than 

payments made by employees. 
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Potential Error Conditions Audit Objectives 

Collection of monies (in the form of cash) not fully submitted to 

the government 

Completeness 

Errors in recording consumption/use of services (in case of 

electricity, water or other services that have to be tracked) 

Measurement 

Inadequate list of debtors or potential debtors Occurrence 

Or stated differently, failure to collect monies due through lack 

of proper tracking 

Occurrence 

Failure to collect monies due that have been identified but not 

collected (these should show up under accounts collectible) 

Collection 

Serious delays and/or failure to right off uncollectible debts – 

shown up as aging of accounts 

Write-Off 

Unauthorised right off of monies owing to the government Write-Off 

Monies collected incorrectly recorded Disclosure 

Recorded income not received Occurrence 

 

Analytical Review 
 

Audit Objective: To determine: 

 

 Which categories of receipts account for the most money collected by the entity; 

 What patterns of change have occurred over the last few years in the characteristics 

and volumes of receipts (for example, compare different locations, and determine if 

changes follow similar patterns or whether some locations show anomalies); 

 Information on uncollected revenue, if readily available for analysis purposes 

(ideally in a form that an aging of accounts can be determined – i.e. the total amount 

of uncollected revenue due, then broken down by outstanding for over a month, 

outstanding for over six months, outstanding for over a year, etc.); and 

 Any anomalies that might trigger the need for follow-up audit effort. 

 

In the case of receipts, the most important concern is whether, in total, the government is 

receiving the full amount of income due.  This can be the greatest challenge in the audit of 

receipts.  

 

Analytical techniques can help the auditor get some indicators in this regard.  Trend analysis 

can see if there have been any sudden changes in the volume of receipts.  If so, the auditor 

can look for possible causes.  If the person responsible for the collection of revenue has 

changed and the change in income correspondingly goes up or down significantly, there is a 

possible indication that one of the individuals has not been doing his/her job properly.  

Similarly the rotation of personnel can help to detect inadequate collection of revenues and/or 

the practice of fraud/theft. 

 

Certain types of receipts may be seasonal, i.e. much larger amounts of income are generated 

at particular times of the year. 

 

Where the government has recorded amounts due (such as income from rental of properties, 

or amounts due on the supply of electricity) and payments are not up-to-date there should be 

a record of these amounts due and when they were incurred.  These amounts owing should be 

tracked and for how long these payments have been outstanding – this information is referred 

to as the aging of accounts.  The auditor should conduct an analysis of these accounts – to 

determine whether the amount is increasing or decreasing and the length of time the debts 

have existed. 
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Compliance Testing 
 

Audit Objective: To determine whether there are appropriate internal controls in place 

relating to all areas examined in the audit. 

 

In updating the Audit Programme with regard to the internal controls, the auditor should refer 

to a flow chart (or process mapping) of all main systems involved in expenditures and 

controls relating to the collection and recording of receipts.  This system description should 

be updated in light of any changes in the accounting systems, procedures and policies and 

any changes in laws, regulations and rules relating to receipts. 

 

The auditor should review the previous year’s findings relating to any weaknesses in the 

controls and make enquiries regarding any actions taken by management to correct these 

weaknesses.  Any claimed improvements need to be verified during the audit of the controls. 

 

Where the New Accounting System (NAM) has been implemented, the auditor should refer 

to the Accounting Policies and Procedures Manual: 

 

 Particularly relating to Chapter 5. 

 

For compliance purposes, the auditor should refer to applicable regulations and procedures 

manuals, including 

 

Add appropriate materials (including specific material for organisations with different or 

additional procedures relating to receipts). 

 

The controls the auditor expects to be in place should include methods and procedures to 

ensure, as far as is possible: 

 

 All monies due to the organisation are collected;  

 All monies received do in fact enter the government’s bank account; 

 Deposits are made in a timely manner; 

 Change in cash balance from previous day’s is reconciled at day end with cash 

received (presumably, cash receipts are kept completely separate from cash for 

expenditure purposes such as an imprest account); 

 Wherever possible, the value of goods / services produced (in terms of what the 

public are expected to pay) are reconciled to the corresponding income received; 

 Proper documentation of receipts maintained; and 

 All receipts are correctly, accurately and timely reflected in the General Ledger. 

 

And, in terms of revenue not collected: 

 

 All monies due to the government, and not collected, are properly recorded and 

reported; 

 All monies due are conscientiously pursued; 

 All monies determined to be non-collectable are written-off with proper authorities 

and reporting of losses. 

 

See ICQ for Receipts:  
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Substantive Testing 
 

Audit Objective: Substantive tests of receipts fulfil four key audit objectives: 

 

(i) For the purposes of the financial attest audit of the financial statements of the 

government entity as a whole (or for certification  of the accounts of the other 

organisations), to determine whether all material information relating to the area of 

receipts examined are reliable and are fairly presented in relation to the financial 

statements. 

 

(ii) To determine whether, on the basis of the transactions examined (selecting a 

representative sample of all significant areas of income {excluding income from taxes 

and investment income which are covered in separate audit guides} within the audit 

entity), that the financial assertions comply with the following five considerations: 

 

 Existence and Occurrence 

 Completeness 

 Measurement 

 Regularity 

 Presentation and Disclosure 

 

(iii) To determine whether all activities and financial transactions examined comply with 

relevant laws and regulations (based on selection of all significant activities / transaction 

and a sample of the remainder) and on the basis of this audit work conclude on whether 

the relevant laws and regulations are being properly applied. 

 

(iv) With regard to the collection of payments due, but not remitted, and the management of 

receivables including the right-off of uncollectible receivables, to determine whether: 

 All monies due to the government, and not collected, are properly recorded and 

reported; 

 All monies due are conscientiously pursued; 

 All monies determined to be non-collectible are written-off with proper authorities 

and reporting of losses. 

 

For substantive testing, the auditor must be familiar with the relevant forms and registers 

applicable to Receipts; and where they are kept.  These include: 

 

 Receipt Voucher (Form 5A) 
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Receipts Audit Programme Steps 
 

Audit Entity:       Audit Period: 

Date(s) Conducted: 

Audit Objectives: 

To determine whether, on the basis of the transactions examined (selecting all significant 

and/or representative sample) that the financial assertions / transactions comply with the 

following five considerations: 

A. Existence and Occurrence 

B. Completeness 

C. Measurement 

D. Regularity 

E. Presentation and Disclosure 

 

To determine whether: 

F. All monies due to the government, and not collected, are properly recorded and 

reported; 

G. All monies due are conscientiously pursued; 

H. All monies determined to be non-collectable are written-off with proper authorities 

and reporting of losses. 

 

Audit 

Obj. 

Audit Procedure Done 

By
50

: 

WP 

Ref
51

. 

A 

 
 

 

 

 
 

Existence and Occurrence 
1. Select a sample of receipts and check against record in cash 

book. 

2. Check supporting documentation to ensure applied to 

relevant account. 

3. Check that listing in cash book for period covered by one or 
more of receipts sampled (for particular day / month) 

corresponds with amount entered into bank for that period. 

 

  

B 

 

 

Completeness 

Completeness of Monies Collected/Due 

1. Where feasible, by analytical methods, calculate an 

estimate of the total income by estimating the value of 
product/service provided during a particular period (taking 

into account unit pricing and different pricing 

arrangements) and compare this with actual income over 
the same period  

2. By analytical methods, scanning data, determine whether 

any examples of unusual levels of consumption recorded 
(i.e. errors in recording consumption/use of services {in 

case of electricity, water or other services that have to be 

tracked})  

3. On a sample basis, or by analytical methods, test that goods 
and services provided resulted in invoices/claims and 

payments (or identified as an amount due). 

  

                                                   
50 The name/initials of the auditor who undertook the work 
51 Cross referenced to the working papers that contain the supporting details. 
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Completeness of Recording of Receipts 

4. Reconcile record of receipts to ledger and to bank totals. 
5. Check a sample of receipts from point of receipt to the bank 

account and to General Ledger 

6. Check on a sample of goods or services provided that these 

resulted in an invoice/claim/payment and that all 
invoices/claims resulted in either a payment or an entry 

onto a list of accounts receivable. 

C 
 

 

Measurement 
1. On a sample basis, or by analytical methods, test that the 

price of goods and services provided corresponded to 

amounts shown on invoices/claims and resulted in 

corresponding amounts of payments (or amounts identified 
as monies due to the government) – adjusted for any 

penalties / interest charges for possible late payment or 

discounts for early payment, etc. 
2. For a sample of receipts, check to supporting information to 

ensure correct valuation. 

  

D 

 
 

Regularity 
1. Check that the procedures for collecting revenue comply 

with relevant legislation. 

2. Note whether receipts (document) are provided as required 

{see 5.2.2.7 of Accounting Policies and Procedures Manual 
(NAM)} 

3. Check that the application of discounts, penalty and interest 

charges etc. comply with legislation. 
4. Ensure that the following procedures are consistent with 

legislation and regulations: 

a) maintaining accounts receivable 

b) legal procedures 
c) collection methods 

d) cut-off of supply of further services/suspending 

license/etc. 
e) process for write-off of bad debts 

  

E 

 

 
 

Presentation and Disclosure 

1. Check that receipts are correctly identified in the General 

Ledger under the correct Object and correctly coded 
according to the Chart of Accounts by checking for the 

sample of transactions that the receipts have been correctly 

coded according to the Chart of Accounts codes. 
2. Check whether the manager(s) responsible for the receipts 

function(s) receive(s) timely reports from the General 

Ledger under the relevant Object Codes and that the 

information is presented in a way that it can be used by the 
responsible managers section. 

3. Check whether the manager(s) reconcile the information in 

the accounting report with the receipts for the period 
reported. 

  

F Accounts Receivable Properly Controlled 

1. Check that all monies due to the government, and not 

collected, are properly recorded and reported – on a basis of 
all transactions or a selected sample. 

2. Examine these reports and management actions as a result 
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of the reports – decide whether the situation is appropriately 

handled. 

3. Check that a receipt (document) or an invoice stamped paid 
is not issued until the cheque is successfully processed 

through the bank. 

4. Check that the list of debtors is adequately protected and 

that all unpaid invoices/claims over period have been 
entered onto the list and that all removals correspond to 

proper payment of debt / or properly authorised write-off of 

debt. 
 

G Debt Collection 

1. Determine whether al accounts receivable are reviewed on 

a regular basis to ensure that best efforts are made to 
recover monies owing to the government 

2. Determine whether reasonable efforts are made, either 

directly, or through a collection agency, to collect accounts 
receivable (including for example plans for easy 

repayments) 

3. Is there evidence that all monies due are conscientiously 
pursued (for example, supervisors follow-up on whether 

collection officers are taking sufficient actions) 

4. The auditor can apply analytical methods to determine 

whether different locations / different collection officers / 
collection agencies have comparable levels of success in 

recovering monies due (note: variations could be 

influenced by different economic conditions in different 
locations) 

 

  

H Write-Off of Non-Collectables 

1.  Examine what policies exist for the management of over 
due accounts of monies owing the government. 

2. Check if there is a regular report of write-offs of 

uncollectible monies owing the government during the 
period. 

3. Take a sample of accounts written-off and determine 

whether the actions were consistent with the policies on 
write-offs and whether the proper authorisations were 

made by officers and whether these actions were within 

their delegated authority. 

4. In particular, determine whether any write-offs of monies 
owing (especially large ones), were inconsistent with 

policies or appeared to favour certain debtors. 

5. Select a sample of aged accounts (individual cases of 
monies which have been owed the government for a long 

time) and determine what has been done with them 

(ideally the files will have a history of collection efforts) 

and compare actions taken against the relevant policies. 
6. Where appropriate, conduct an analysis of the level of 

write-offs compared to the amount of total income, and 

compare different locations to determine if any particular 
locations have a significantly higher level of write offs. 

 

  

 



   Execution File 162 

Audit of Revenue - Income Tax 
 

This section relates to the audit of “Revenue – Income Tax”.  This audit programme guide 

relates to the audit of the tax collection function, not the activity of auditing the tax payer. 

  

Plan the Audit 
 

Income Tax is a material component of the revenues of the government.  The audit of Income 

Tax is critical for certification purposes of the government as a whole.  In addition, the 

auditor needs to be assured that the activities involved in the collection of income tax are in 

compliance with the tax laws and regulations.  The auditor may also decide to address the 

critical but difficult issue of estimating the amount of taxes due to the government that the 

government fails to collect.  These three audit considerations will determine the extent of 

audit and the particular emphasis of the audit.  The results of previous audits will also help 

the auditor to decide what to include in the up-coming audit. 

 

The auditor should invest time in developing a knowledge of the entity, the Central Board of 

Revenue (CBR) and the systems that support income tax collection.  Current knowledge will 

enable the auditor to adjust the Audit Programme as new processes, systems, controls and 

rules and regulations are implemented by the audit entity. 

 

Each year, in preparation for the audit, the Audit Programme should be developed, updating 

the previous audit programme where appropriate.  In particular, the auditor should record 

changes in the way the CBR collects taxes (such as for example, the change to a self-

assessment approach), any changes in the tax laws, any systems changes, especially with 

regard to the use of the computer, and the way the taxes are assessed and the tax audits are 

conducted. 

 

Key inputs for taxes will include information on the computer records and the way hard copy 

supporting documentation is stored.  The auditor must identify official sources for this 

information, and document them. 

 

Where this is not a first time audit, the auditor will review the audit file from the previous 

audit to review results of inquiries and tests to provide a basis for planning the current audit.  

 

Consider Potential Error Conditions 
 

In the area of income tax there are particular errors for which the auditor should check (often 

referred to as “Error Conditions”).  The Audit Programme guide identifies specific tests for 

the auditor to apply.  The auditor should consider whether there are additional error 

conditions for which tests should be derived. 
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These include: 

 

Potential Error Condition Audit Objective 

Not all taxes due to the government are collected52 Completeness 

Errors in calculation of taxes53  Measurement 

Incorrect, or inconsistent application of the tax laws54 Regularity 

Recorded income not received Occurrence 

Deposits not made in a timely manner Occurrence 

Taxes collected incorrectly recorded55 Disclosure 

Failure to collect taxes due Collection 

Serious delays and/or failure to right off uncollectible taxes Write-Off 

Unauthorised right off of taxes owing to the government Write-Off 

Insufficient or inadequate tax audits conducted Audit 

 

Analytical Review 
 

Audit Objective: To determine: 

 

 Which categories of taxes account for the most money collected by the CBR; 

 What patterns of change have occurred over the last few years in the characteristics 

and volumes of tax payers and amounts of taxes collected (for example, compare 

different locations, and determine if changes follow similar patterns or whether some 

locations show anomalies); 

 Completeness of tax information (identifying missing elements of information in the 

data base); 

 Information on uncollected taxes, if readily available for analysis purposes (ideally 

in a form that identifies how far back the back taxes go); and 

 Any anomalies that might trigger the need for follow-up audit effort. 

 

In the case of taxes, the most important concern is whether, in total, the government is 

receiving the full amount of income due.  This can be the greatest challenge in the audit of 

taxes.  

 

Analytical techniques can help the auditor get some indicators in this regard.  Trend analysis 

can see if there have been any sudden changes in the volume and amount of taxes.  If so, the 

auditor can look for possible causes.   

 

Broad estimates of overall taxes due can be useful in determining how good a job is done in 

collecting taxes.  For example, an estimate of personal income tax could be derived by taking 

statistics on employment income and multiplying this by an appropriate tax rate to get an 

estimate of total income tax due from employment. 

 

                                                   
52 Including income escaping assessment (evasion) 
53 Due to such as: incorrect status adopted in assessments; irregular exemption of excess relief; incorrect 

computation of income from salary / dividends / properties / business; incorrect allowance of depreciation; 
incorrect allowance of export rebate; incorrect calculation of capital gains; adoption of incorrect share 

income of partners; incorrect set-off of loss; incorrect computation of super-tax; capital expenditure treated 

as revenue expenditure; irregular exemption from tax of a newly established industrial undertakings; excess 

or irregular refunds; ad-back of inadmissible expenses; non-recovery of WWF and 8% additional payment 
54 Such as non-levy / short-levy of additional tax under Sections 86, 87, 88 and 89 of Income Tax 

Ordinance; non-levy / short-levy of surcharge; failure to apply provisions of Finance Acts 
55 Including wrong postings of collections in the DCR and Daily Collection Register 
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An indication of the completeness of the list of company tax payers held by CBR could be 

obtained by developing a list of companies in a particular location (through telephone listings 

/ walking through a business area / etc.) and checking these company names against the list 

held by CBR.  This may not be statistically valid but it could certainly indicate a problem if 

the government had not been collecting any taxes from many of the companies so identified. 

 

In the case of field tax audit, for example, if the person responsible for the collection of 

revenue (from a particular group of taxpayers) has changed and the change in income 

correspondingly goes up or down significantly, there is a possible indication that one of the 

individuals has not been doing his/her job properly.  This would suggest follow up audit work 

to determine the significance of such anomalies. 

 

Where the government has recorded amounts due, or estimated taxes due (based on an 

assessment of income tax, based for example on past years’ taxes) and payments are not up-

to-date there should be a record of these amounts due and when they were incurred.  These 

amounts of tax owing (both on an individual basis and on an aggregated basis) should be 

tracked and for how long these payments have been outstanding. 

 

Compliance Testing 
 

Audit Objective: To determine whether there are appropriate internal controls in place 

relating to all areas examined in the audit. 

 

In updating the Audit Programme with regard to the internal controls, the auditor should refer 

to a flow chart (or process mapping) of all main systems involved in revenue collection and 

controls relating to income tax.  This system description should be updated in light of any 

changes in the accounting systems, procedures and policies and any changes in laws, 

regulations and rules relating to income tax. 

 

The auditor should review the previous year’s findings relating to any weaknesses in the 

controls and make enquiries regarding any actions taken by management to correct these 

weaknesses.  Any claimed improvements need to be verified during the audit of the controls. 

 

The auditor should refer to the various authorities which prescribe the internal control 

procedures relating to income tax, including: 

 

 Accounting Policies and Procedures Manual: Section 5: Receipts and, within this 

section, especially 5.3 Accounting Policies; 5.4 Accounting for Receipts; and 5.6 

Treatment of specific classes of receipt; 

 Income Tax Ordinance, 2001; 

 Income Tax Rules, 2002; 

 CBR Circulars; 

 Case Law. 

 

Add (or substitute) appropriate paragraph for organisations with different or additional 

procedures relating to income tax. 
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The controls the auditor expects to be in place should include methods and procedures to 

ensure, as far as is possible: 

 

 All taxes due to the organisation are collected;  

 All monies received do in fact enter the government’s bank account; 

 Deposits are made in a timely manner; 

 Change in cash balance from previous day’s is reconciled at day end with cash 

received; 

 Wherever possible, the record of taxes received (in terms of what the public are 

expected to pay) are reconciled to the corresponding income received; 

 Proper documentation of tax records (submitted information, tax calculations, tax 

audit reports, appeals and status of appeals, settlements) maintained; and 

 All receipts are correctly, accurately and timely reflected in the General Ledger. 

 

And, in terms of taxes not collected: 

 

 All taxes due to the government, and not collected, are properly recorded and 

reported; 

 All taxes due are conscientiously pursued; 

 Field audits are conducted and the performance of audit monitored; 

 The amount of uncollected taxes is monitored and reported; and 

 All taxes determined to be non-collectable are written-off with proper authorities and 

reporting of losses. 

 

See ICQ for Income Tax:  

 

Substantive Testing 
 

Audit Objective: Substantive tests relating to income tax fulfil five key audit objectives: 

 

(i) For the purposes of the financial attest audit of the financial statements of the 

government entity as a whole, to determine whether all material information relating to 

the area of income tax examined are reliable and are fairly presented in relation to the 

financial statements. 

 

(ii)  To determine whether, on the basis of the transactions examined (selecting a 

representative sample of all significant areas of income tax within the audit entity), that 

the financial assertions comply with the following five considerations: 

 

 Existence and Occurrence 

 Completeness 

 Measurement 

 Regularity 

 Presentation and Disclosure 

 

(iii) To determine whether all activities and financial transactions examined comply with 

relevant laws and regulations (based on selection of all significant activities/transactions 

and a sample of the remainder) and on the basis of this audit work conclude on whether 

the relevant laws and regulations are being properly applied. 
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(iv) To examine, or search for, particular transactions, or groups of tax payers, where 

information acquired by other means (than available within the CBR) is used to identify 

tax submissions that warrant more detailed examination. 

 

(v) With regard to the collection of taxes outstanding, to determine whether: 

 All taxes due to the government, and not collected, are properly recorded and 

reported; 

 All taxes due are conscientiously pursued; 

 All taxes determined to be non-collectable are written-off with proper authorities and 

reporting of the tax write-offs; and 

 A report is produced regularly of total outstanding taxes not collected. 

 

For substantive testing, the auditor must be familiar with the relevant forms and registers 

applicable to income tax; and where they are kept.  These include: 

 

 Receipt Voucher (Form 5A) of NAM 

 Demand and Collection Register 

 Daily Collection Register 

 Refund Issue Register 

 Advance Tax Register 

 Refund Claim Register 

 NTN (National Tax Number) Register 

 Register of Proceedings Initiated Against Defaultees 

 Register of Penalties 

 Register of Set Aside Cases 

 Register of Rectification Cases 

 Register of Carry Forward of Losses 

 Register of Transferred Cases 

 Communication Slip Register 

 Monthly Performance Report 

 

In addition the auditor needs to be conversant with the tax laws and regulations of Pakistan.  

A thorough knowledge of these is especially important in meeting the audit sub-objective of 

“measurement”, i.e. checking the calculations of tax due. 
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Income Tax Audit Programme Steps 

 

Audit Entity:       Audit Period: 

Date(s) Conducted: 

Audit Objectives: 

To determine whether, on the basis of the transactions examined (selecting all significant 

and/or representative sample) that the financial assertions / transactions comply with the 

following five considerations: 

A. Existence and Occurrence 

B. Completeness 

C. Measurement 

D. Regularity 

E. Presentation and Disclosure 

 

To determine whether: 

F. All taxes due to the government, and not collected, are properly recorded and 

reported; 

G. Sufficient and adequate field audits are conducted; 

H. All taxes due are conscientiously pursued; and 

I. All taxes determined to be non-collectable are written-off with proper authorities and 

reporting of the tax write-offs.  

 

Audit 

Obj. 

Audit Procedure Done 

By
56

: 

WP 

Ref
57

. 

A 

 
 

 

 

 
 

Existence and Occurrence 
1. Select a sample of receipt vouchers and check against 

record in income tax ledger (use correct title). 

2. Check supporting documentation to ensure applied to 

relevant account. 

3. Check that listing in ledger (or cash book or whatever the 

term) for a selected period (for particular day / month) 

corresponds with amount entered into bank for that period. 

4. For the sample selected, check that the tax payer is not 
issued an acknowledgement of payment until the cheque is 

successfully processed through the bank. 

5. Also check that there are no delays between receipt of 
payment and deposit into the bank 

 

  

B 

 
 

Completeness 

Completeness of Tax Revenue Collected/Due 
1. Where feasible, by analytical methods, calculate an 

estimate of the total tax income by taking tax rates applied 

to alternative sources of information on income – such as 
for example, aggregated information on salaries and wages 

– (this may not be possible but worth exploring) 

2. By analytical methods compare taxes (paid and/or due) this 

year with previous years, in aggregate (which CBR 
publishes) and broken down by tax groupings  

3. By analytical methods, scanning data, determine whether 

  

                                                   
56 The name/initials of the auditor who undertook the work 
57 Cross referenced to the working papers that contain the supporting details. 
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any examples of unusual changes in tax submitted this year 

compared to previous years 

4. Follow up on any anomalies noted in steps 2 and 3 
 

Completeness of Recording of Receipts 

5. Reconcile record of receipt vouchers to ledger and to bank 

totals. 
6. Check a sample of receipt vouchers from point of receipt to 

the bank account and to General Ledger 

 

C 

 

 

Measurement 
1. Take a sample of individual tax files and 

a) Check if sufficient information on file to properly 

calculate taxes due; 
b) Note whether tax officer visited site to check records 

and if so whether well documented; 

c) Re-calculate tax due and compare with figure on file; 
and 

d) Identify any differences that could be based on 

interpretation of tax law 
2. Where feasible, for publicly traded companies, select a 

sample companies and check information on tax records 

with the financial statements of the company 

3. For this sample, check the calculations of tax due and 
compare with the amount assessed  

 

  

D 
 

 

Regularity 
1. Check that the procedures for collecting revenue comply 

with relevant legislation. 

2. Note whether acknowledgement of receipt of income tax 

payment is provided as required {see 5.2.2.7 of Accounting 
Policies and Procedures Manual (NAM)} 

3. Check that the application of tax law complies with 

legislation {relying on work done in step C1 (d)} 
4. In any situation where the application of tax law is judged 

incorrect, it may be appropriate to take a larger sample to 

determine how widespread is the problem 
5. If possible, identify and select a sample of tax case where 

there has been dispute over the amount of taxes to be paid 

and determine whether the settlement was according to the 

law 
 

  

E 

 

 
 

Presentation and Disclosure 

1. Check that income tax payments are correctly identified in 

the General Ledger under the correct Object and correctly 
coded according to the Chart of Accounts by checking, for 

the sample of transactions, that the receipts have been 

correctly coded according to the Chart of Accounts codes. 
2. Check whether the manager(s) responsible for tax 

collection function(s) receive(s) timely reports from the 

General Ledger under the relevant Object Codes and that 
the information is presented in a way that it can be used by 

the responsible managers section. 

3. Check whether the manager(s) reconcile the information in 
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the accounting report with the tax payments received for the 

period reported. 

 

F Over-due Taxes Properly Recorded and Reported 

1. Check that all monies due to the government, and not 

collected, are properly recorded as uncollected taxes – on a 

basis of all transactions or a selected sample. 
2. Note whether a report of total outstanding taxes is produced 

regularly  

3. Examine these reports and determine what management 
actions are taken as a result of the reports – decide whether 

the situation is appropriately handled. 

4. Ensure that the records of taxes outstanding is adequately 

protected 
5. Check that all removals or changes to the records 

correspond to: 

a) either proper payment of taxes (check a sample of 
changes to the record against record of payments); or 

b) properly authorised write-off of tax debt. 

 

  

G Sufficient and Adequate Field Audits Conducted 
1. Examine reports on audit activity 

2. Conclude whether there is sufficient audit effort (for 

example, by comparing the cost of audits versus the amount 
of taxes collected as a result of audit – although there are 

many other considerations in determining what is an 

appropriate level of effort in auditing the tax payer) 
3. Examine field notes and the assessments of the amounts of 

tax due 

4. Compare the assessment of taxes due with the amount of 

taxes collected as a result of the audit activity (received 
within say three months of the audit) 

5. For a sample of audit cases determine what actions 

occurred as a result of the audit (issuing of rulings / appeal / 
payment / court action by the government / other) and 

determine whether actions complied with policies and 

procedures  
6. Review the effort applied to the training of auditors and the 

supervision and monitoring of the auditors 

 

  

H Pursuit of Taxes in Arrears 
1. Determine whether all taxes owing are reviewed on a 

regular basis to ensure that best efforts are made to recover 

taxes owing to the government 

2. Determine whether reasonable efforts are made to collect 
outstanding taxes (including for example plans for easy 

payments) – also see step G? above 

3. Examine a sample of cases taken to court (including 
appeals / tax claims / tax evasion) and assess success of 

outcomes 

4. The auditor can apply analytical methods to determine 
whether different locations / different collection offices / 

different collection officers have comparable levels of 

success in recovering taxes due (note: many possible 
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explanations for variations – such as influence of different 

economic conditions in different locations)  

 

I Write-Off of Uncollectible Taxes 

1. Examine the policies and procedures for the write-off of 

unpaid taxes owing to the government. 

2. Take a sample of taxes written off and ensure that they 
were written off according to these policies and procedures 

(authority, basis for discontinuing collection effort, legal 

considerations) 
3. Check if there is a regular report of write-offs of 

uncollectible taxes owing the government during the 

period. 

3. Take a sample of tax debts written-off and determine 
whether the actions were consistent with the policies and 

procedures for write-offs 

3.1 In particular, note whether the proper authorisations 
were made by delegated officers and whether these 

actions were within their delegated authority 

3.2  Examine basis for discontinuing collection effort 
3.3 Note whether legal considerations / actions were 

properly addressed 

4. In particular, determine whether any write-offs of taxes 

owing (especially large ones), were inconsistent with 
policies or appeared to favour certain tax payers. 

5. Select a sample of taxes that have been over-due for a long 

time and determine what has been done with them (ideally 
the files will have a history of collection efforts) and 

compare actions taken against the relevant policies. 

6. Where appropriate, conduct an analysis of the level of 
write-offs compared to the amount of total income, and 

compare different locations to determine if any particular 

locations have a significantly higher level of write offs. 
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Audit of Revenue - Sales Tax 
 

This section relates to the audit of “Revenue – Sales Tax”.  This audit programme guide 

relates to the audit of the tax collection function, not the activity of auditing the tax payer. 

  

Plan the Audit 
 

Sales Tax is a material component of the revenues of the government.  The audit of Sales Tax 

is critical for certification purposes of the government as a whole.  In addition, the auditor 

needs to be assured that the activities involved in the collection of sales tax are in compliance 

with the tax laws and regulations.  The auditor may also decide to address the critical but 

difficult issue of estimating the amount of taxes due to the government that the government 

fails to collect.  These three audit considerations will determine the extent of audit and the 

particular emphasis of the audit.  The results of previous audits will also help the auditor to 

decide what to include in the up-coming audit. 

 

The auditor should invest time in developing a knowledge of the entity, the Central Board of 

Revenue (CBR) and the systems that support sales tax collection.  Current knowledge will 

enable the auditor to adjust the Audit Programme as new processes, systems, controls and 

rules and regulations are implemented by the audit entity. 

 

Each year, in preparation for the audit, the Audit Programme should be developed, updating 

the previous audit programme where appropriate.  In particular, the auditor should record 

changes in the way the CBR collects taxes, any changes in the tax laws, any systems changes, 

especially with regard to the use of the computer, and the way the taxes are assessed and the 

tax audits are conducted. 

 

Key inputs for taxes will include information on the computer records and the way hard copy 

supporting documentation is stored.  The auditor must identify official sources for this 

information, and document them. 

 

Where this is not a first time audit, the auditor will review the audit file from the previous 

audit to review results of inquiries and tests to provide a basis for planning the current audit.  

 

Consider Potential Error Conditions 
 

In the area of sales tax there are particular errors for which the auditor should check (often 

referred to as “Error Conditions”).  The Audit Programme guide identifies specific tests for 

the auditor to apply.  The auditor should consider whether there are additional error 

conditions for which tests should be derived. 

 

These include: 

 

Potential Error Condition Audit Objective 

Not all taxes due to the government are collected Completeness 

Errors in calculation of taxes  Measurement 

Incorrect, or inconsistent application of the tax laws Regularity 

Recorded income not received Occurrence 

Deposits not made in a timely manner Occurrence 

Taxes collected incorrectly recorded Disclosure 

Failure to collect taxes due Collection 

Serious delays and/or failure to right off uncollectible taxes Write-Off 
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Unauthorised right off of taxes owing to the government Write-Off 

Insufficient or inadequate tax audits conducted Audit 

 

Analytical Review 
 

Audit Objective: To determine: 

 

 Which categories of taxes account for the most money collected by the CBR; 

 What patterns of change have occurred over the last few years in the characteristics 

and volumes of tax payers and amounts of taxes collected (for example, compare 

different locations, and determine if changes follow similar patterns or whether some 

locations show anomalies); 

 Completeness of tax information (identifying missing elements of information in the 

data base); 

 Information on uncollected taxes, if readily available for analysis purposes (ideally 

in a form that identifies how far back the back taxes go); and 

 Any anomalies that might trigger the need for follow-up audit effort. 

 

In the case of taxes, the most important concern is whether, in total, the government is 

receiving the full amount of income due.  This can be the greatest challenge in the audit of 

taxes.  

 

Analytical techniques can help the auditor get some indicators in this regard.  Trend analysis 

can see if there have been any sudden changes in the volume and amount of taxes.  If so, the 

auditor can look for possible causes.   

 

Broad estimates of overall taxes due can be useful in determining how good a job is done in 

collecting taxes.  For example, an estimate of sales tax for a particular group of commodities 

could be derived by taking statistics on volume of sales of those commodities and 

multiplying this by the 15% tax rate, and making other adjustments such as for exempt items, 

to get an estimate of total sales tax due for that group of commodities. 

 

An indication of the completeness of the list of company tax payers held by CBR could be 

obtained by developing a list of companies in a particular location (through telephone listings 

/ walking through a business area / etc.) and checking these company names against the list 

held by CBR.  This may not be statistically valid but it could certainly indicate a problem if 

the government had not been collecting any taxes from many of the companies so identified. 

 

In the case of field tax audit, for example, if the person responsible for the collection of 

revenue (from a particular group of taxpayers) has changed and the change in income 

correspondingly goes up or down significantly, there is a possible indication that one of the 

individuals has not been doing his/her job properly.  This would suggest follow up audit work 

to determine the significance of such anomalies. 

 

Where the government has recorded amounts due, or estimated taxes due (based on an 

assessment of sales tax, based for example on past years’ taxes) and payments are not up-to-

date there should be a record of these amounts due and when they were incurred.  These 

amounts of tax owing (both on an individual basis and on an aggregated basis) should be 

tracked and for how long these payments have been outstanding. 
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Compliance Testing 
 

Audit Objective: To determine whether there are appropriate internal controls in place 

relating to all areas examined in the audit. 

 

In updating the Audit Programme with regard to the internal controls, the auditor should refer 

to a flow chart (or process mapping) of all main systems involved in revenue collection and 

controls relating to sales tax.  This system description should be updated in light of any 

changes in the accounting systems, procedures and policies and any changes in laws, 

regulations and rules relating to sales tax. 

 

The auditor should review the previous year’s findings relating to any weaknesses in the 

controls and make enquiries regarding any actions taken by management to correct these 

weaknesses.  Any claimed improvements need to be verified during the audit of the controls. 

 

The auditor should refer to the various authorities which prescribe the internal control 

procedures relating to sales tax, including: 

 

 Accounting Policies and Procedures Manual: Section 5: Receipts and, within this 

section, especially 5.3 Accounting Policies; 5.4 Accounting for Receipts; and 5.6 

Treatment of specific classes of receipt; 

 Sales Tax Act, 1990 (Amended up to 30th June, 2003) 

 

Add (or substitute) appropriate paragraphs from other manuals, administrative instructions, 

etc. relating to sales tax. 

 

The controls the auditor expects to be in place should include methods and procedures to 

ensure, as far as is possible: 

 

 All taxes due to the organisation are collected;  

 All monies received do in fact enter the government’s bank account; 

 Deposits are made in a timely manner; 

 Change in cash balance from previous day’s is reconciled at day end with cash 

received; 

 Wherever possible, the record of taxes received are reconciled to the corresponding 

income received; 

 Proper documentation of tax records (submitted information, tax calculations, tax 

audit reports, appeals and status of appeals, settlements) maintained; and 

 All receipts are correctly, accurately and timely reflected in the General Ledger. 

 

And, in terms of taxes not collected: 

 

 All taxes due to the government, and not collected, are properly recorded and 

reported; 

 All taxes due are conscientiously pursued; 

 Field audits are conducted and the performance of audit monitored; 

 The amount of uncollected taxes is monitored and reported; and 

 All taxes determined to be non-collectable are written-off with proper authorities and 

reporting of losses. 

 

See ICQ for Sales Tax:  
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Substantive Testing 
 

Audit Objective: Substantive tests relating to sales tax fulfil five key audit objectives: 

 

(i) For the purposes of the financial attest audit of the financial statements of the 

government entity as a whole, to determine whether all material information relating to 

the area of sales tax examined are reliable and are fairly presented in relation to the 

financial statements. 

 

(ii)  To determine whether, on the basis of the transactions examined (selecting a 

representative sample of all significant areas of sales tax within the audit entity), that the 

financial assertions comply with the following five considerations: 

 

 Existence and Occurrence 

 Completeness 

 Measurement 

 Regularity 

 Presentation and Disclosure 

 

(iii) To determine whether all activities and financial transactions examined comply with 

relevant laws and regulations (based on selection of all significant activities/transactions 

and a sample of the remainder) and on the basis of this audit work conclude on whether 

the relevant laws and regulations are being properly applied. 

 

(iv) To examine, or search for, particular transactions, or groups of tax payers, where 

information acquired by other means (than available within the CBR) is used to identify 

tax submissions that warrant more detailed examination. 

 

(v) With regard to the collection of taxes outstanding, to determine whether: 

 All taxes due to the government, and not collected, are properly recorded and 

reported; 

 All taxes due are conscientiously pursued; 

 All taxes determined to be non-collectable are written-off with proper authorities and 

reporting of the tax write-offs; and 

 A report is produced regularly of total outstanding taxes not collected. 

 

For substantive testing, the auditor must be familiar with the relevant forms and registers 

applicable to sales tax; and where they are kept.  These include: 

 

 Receipt Voucher (Form 5A) 

 

In addition the auditor needs to be conversant with the tax laws and regulations of Pakistan.  

A thorough knowledge of these is especially important in meeting the audit sub-objective of 

“measurement”, i.e. checking the calculations of tax due. 
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Sales Tax Audit Programme Steps 
 

Audit Entity:       Audit Period: 

Date(s) Conducted: 

Audit Objectives: 

To determine whether, on the basis of the transactions examined (selecting all significant 

and/or representative sample) that the financial assertions / transactions comply with the 

following five considerations: 

A. Existence and Occurrence 

B. Completeness 

C. Measurement 

D. Regularity 

E. Presentation and Disclosure 

 

To determine whether: 

F. All taxes due to the government, and not collected, are properly recorded and 

reported; 

G. Sufficient and adequate field audits are conducted; 

H. All taxes due are conscientiously pursued; and 

I. All taxes determined to be non-collectable are written-off with proper authorities and 

reporting of the tax write-offs.  

 

Audit 

Obj. 

Audit Procedure Done 

By
58

: 

WP 

Ref
59

. 

A 

 
 

 

 
 

 

Existence and Occurrence 

1. Select a sample of receipt vouchers and check against 
record in sales tax ledger (use correct title). 

2. Check supporting documentation to ensure applied to 

relevant account. 

3. Check that listing in ledger (or cash book or whatever the 

term) for a selected period (for particular day / month) 

corresponds with amount entered into bank for that period. 

4. For the sample selected, check that the tax payer is not 
issued an acknowledgement of payment until the cheque is 

successfully processed through the bank. 

5. Also check that there are no delays between receipt of 
payment and deposit into the bank 

 

  

B 

 
 

Completeness 

Completeness of Tax Revenue Collected/Due 
1. Where feasible, by analytical methods, calculate an 

estimate of the total tax sales by taking tax rates applied to 

alternative sources of information on sales – such as for 
example, trade statistics (if collected independently of tax 

information) – (this may not be possible but worth 

exploring) 

2. By analytical methods compare taxes (paid and/or due) this 
year with previous years, in aggregate (which CBR 

publishes) and broken down by tax groupings  

  

                                                   
58 The name/initials of the auditor who undertook the work 
59 Cross referenced to the working papers that contain the supporting details. 
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3. By analytical methods, scanning data, determine whether 

any examples of unusual changes in tax submitted this year 

compared to previous years 
4. Follow up on any anomalies noted in steps 2 and 3 

 

Completeness of Recording of Receipts 

5. Reconcile record of receipt vouchers to ledger and to bank 
totals. 

6. Check a sample of receipt vouchers from point of receipt to 

the bank account and to General Ledger 
 

C 

 

 

Measurement 
1. Take a sample of individual tax files and 

a) Check if sufficient information on file to properly 
calculate taxes due; 

b) Note whether tax officer visited site to check records 

and if so whether well documented; 
c) Re-calculate tax due and compare with figure on file; 

and 

d) Identify any differences that could be based on 
interpretation of tax law 

2. Where feasible, for publicly traded companies, select a 

sample companies and check information on tax records 

with the financial statements (statement of sales) of the 
company 

3. For this sample, check the calculations of tax due and 

compare with the amount assessed  
 

  

D 

 

 

Regularity 
1. Check that the procedures for collecting revenue comply 

with relevant legislation. 
2. Note whether acknowledgement of receipt of sales tax 

payment is provided as required {see 5.2.2.7 of Accounting 

Policies and Procedures Manual (NAM)} 
3. Check that the application of tax law complies with 

legislation {relying on work done in step C1 (d)} 

4. In any situation where the application of tax law is judged 
incorrect, it may be appropriate to take a larger sample to 

determine how widespread is the problem 

5. If possible, identify and select a sample of tax case where 

there has been dispute over the amount of taxes to be paid 
and determine whether the settlement was according to the 

law 

 

  

E 
 

 

 

Presentation and Disclosure 
1. Check that sales tax payments are correctly identified in the 

General Ledger under the correct Object and correctly 

coded according to the Chart of Accounts by checking, for 
the sample of transactions, that the receipts have been 

correctly coded according to the Chart of Accounts codes. 

2. Check whether the manager(s) responsible for tax 
collection function(s) receive(s) timely reports from the 

General Ledger under the relevant Object Codes and that 

the information is presented in a way that it can be used by 
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the responsible manager’s section. 

3. Check whether the manager(s) reconcile the information in 

the accounting report with the tax payments received for the 
period reported. 

 

F Over-due Taxes Properly Recorded and Reported 

1. Check that all monies due to the government, and not 
collected, are properly recorded as uncollected taxes – on a 

basis of all transactions or a selected sample. 

2. Note whether a report of total outstanding taxes is produced 
regularly  

3. Examine these reports and determine what management 

actions are taken as a result of the reports – decide whether 

the situation is appropriately handled. 
4. Ensure that the records of taxes outstanding is adequately 

protected 

5. Check that all removals or changes to the records 
correspond to: 

a) either proper payment of taxes (check a sample of 

changes to the record against record of payments); or 
b) properly authorised write-off of tax debt. 

 

  

G Sufficient and Adequate Field Audits Conducted 

1. Examine reports on audit activity 
2. Conclude whether there is sufficient audit effort (for 

example, by comparing the cost of audits versus the amount 

of taxes collected as a result of audit – although there are 
many other considerations in determining what is an 

appropriate level of effort in auditing the tax payer) 

3. Examine field notes and the assessments of the amounts of 

tax due 
4. Compare the assessment of taxes due with the amount of 

taxes collected as a result of the audit activity (received 

within say three months of the audit) 
5. For a sample of audit cases determine what actions 

occurred as a result of the audit (issuing of rulings / appeal / 

payment / court action by the government / other) and 
determine whether actions complied with policies and 

procedures  

6. Review the effort applied to the training of auditors and the 

supervision and monitoring of the auditors 
 

  

H Pursuit of Taxes in Arrears 

1. Determine whether all taxes owing are reviewed on a 

regular basis to ensure that best efforts are made to recover 
taxes owing to the government 

2. Determine whether reasonable efforts are made to collect 

outstanding taxes (including for example plans for easy 
payments) – also see step G1 above 

3. Examine a sample of cases taken to court (including 

appeals / tax claims / tax evasion) and assess success of 
outcomes 

4. The auditor can apply analytical methods to determine 

whether different locations / different collection offices / 
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different collection officers have comparable levels of 

success in recovering taxes due (note: many possible 

explanations for variations – such as influence of different 
economic conditions in different locations) 

 

I Write-Off of Uncollectible Taxes 

1. Examine the policies and procedures for the write-off of 
unpaid taxes owing to the government. 

2. Take a sample of taxes written off and ensure that they 

were written off according to these policies and procedures 
(authority, basis for discontinuing collection effort, legal 

considerations) 

3. Check if there is a regular report of write-offs of 

uncollectible taxes owing the government during the period. 
3. Take a sample of tax debts written-off and determine 

whether the actions were consistent with the policies and 

procedures for write-offs 
3.1 In particular, note whether the proper authorisations 

were made by delegated officers and whether these 

actions were within their delegated authority 
3.2  Examine basis for discontinuing collection effort 

3.3 Note whether legal considerations / actions were 

properly addressed 

4. In particular, determine whether any write-offs of taxes 
owing (especially large ones), were inconsistent with 

policies or appeared to favour certain tax payers. 

5. Select a sample of taxes that have been over-due for a long 
time and determine what has been done with them (ideally 

the files will have a history of collection efforts) and 

compare actions taken against the relevant policies. 
6. Where appropriate, conduct an analysis of the level of 

write-offs compared to the amount of total income, and 

compare different locations to determine if any particular 

locations have a significantly higher level of write offs. 
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Audit of Revenue – Customs and Excise Tax 
 

This section relates to the audit of “Revenue – Customs and Excise Tax”.  This audit 

programme guide relates to the audit of the tax collection function, not the activity of 

auditing the tax payer. 

 

Plan the Audit 
 

Customs and Excise Tax is a material component of the revenues of the government.  The 

audit of Customs and Excise Tax is critical for certification purposes of the government as a 

whole.  In addition, the auditor needs to be assured that the activities involved in the 

collection of customs and excise tax are in compliance with the tax laws and regulations.  

The auditor may also decide to address the critical but difficult issue of estimating the 

amount of taxes due to the government that the government fails to collect.  These three audit 

considerations will determine the extent of audit and the particular emphasis of the audit.  

The results of previous audits will also help the auditor to decide what to include in the up-

coming audit. 

 

The auditor should invest time in developing a knowledge of the entity, the Central Board of 

Revenue (CBR) and the systems that support customs and excise tax collection.  Current 

knowledge will enable the auditor to adjust the Audit Programme as new processes, systems, 

controls and rules and regulations are implemented by the audit entity. 

 

Each year, in preparation for the audit, the Audit Programme should be developed, updating 

the previous audit programme where appropriate.  In particular, the auditor should record 

changes in the way the CBR collects taxes, any changes in the tax laws and tax rates, any 

systems changes, especially with regard to the use of the computer, and the way the taxes are 

assessed and the tax audits are conducted. 

 

Key inputs for taxes will include information on the computer records and the way hard copy 

supporting documentation is stored.  The auditor must identify official sources for this 

information, and document them. 

 

Where this is not a first time audit, the auditor will review the audit file from the previous 

audit to review results of inquiries and tests to provide a basis for planning the current audit.  

 

Consider Potential Error Conditions 
 

In the area of customs and excise tax there are particular errors for which the auditor should 

check (often referred to as “Error Conditions”).  The Audit Programme guide identifies 

specific tests for the auditor to apply.  The auditor should consider whether there are 

additional error conditions for which tests should be derived. 
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These include: 

 

Potential Error Condition Audit Objective 

Not all taxes due to the government are collected Completeness 

Errors in calculation of taxes  Measurement 

Incorrect, or inconsistent application of the tax laws Regularity 

Recorded income not received Occurrence 

Deposits not made in a timely manner Occurrence 

Taxes collected incorrectly recorded Disclosure 

Failure to collect taxes due Collection 

Serious delays and/or failure to right off uncollectible taxes Write-Off 

Unauthorised right off of taxes owing to the government Write-Off 

Insufficient or inadequate tax audits conducted Audit 

 

Analytical Review 
 

Audit Objective: To determine: 

 

 Which categories of taxes account for the most money collected by the CBR; 

 What patterns of change have occurred over the last few years in the characteristics 

and volumes of commodities and amounts of taxes collected (for example, compare 

different locations, and determine if changes follow similar patterns or whether some 

locations show anomalies); 

 Completeness of tax information (identifying missing elements of information in the 

data base); 

 Information on uncollected taxes, if readily available for analysis purposes (ideally 

in a form that identifies how far back the back taxes go); and 

 Any anomalies that might trigger the need for follow-up audit effort. 

 

In the case of taxes, the most important concern is whether, in total, the government is 

receiving the full amount of income due.  This can be the greatest challenge in the audit of 

taxes.  

 

Analytical techniques can help the auditor get some indicators in this regard.  Trend analysis 

can see if there have been any sudden changes in the volume and amount of taxes.  If so, the 

auditor can look for possible causes.   

 

Broad estimates of overall taxes due can be useful in determining how good a job is done in 

collecting taxes.  For example, an estimate of customs and excise tax could be derived by 

taking statistics on imports (or commodities on which excise taxes are applied) and 

multiplying each commodity type by an appropriate tax rate to get an estimate of total 

customs (or excise) taxes due. 

 

An indication of the completeness of the list of companies paying customs duties held by 

CBR could be obtained by developing a list of import companies in a particular location 

(through telephone listings / or sources of information on importers – particularly large multi-

national corporations, such as car manufacturers) and checking these company names against 

the list held by CBR.  This may not be statistically valid but it could certainly indicate a 

problem if the government had not been collecting any taxes from many of the companies so 

identified. 
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In the case of field tax audit, for example, if the person responsible for the collection of 

revenue (from a particular group of taxpayers) has changed and the change in income 

correspondingly goes up or down significantly, there is a possible indication that one of the 

individuals has not been doing his/her job properly.  This would suggest follow up audit work 

to determine the significance of such anomalies. 

 

Where the government has recorded amounts due, or estimated taxes due (based on for 

example on past years’ taxes) and payments are not up-to-date there should be a record of 

these amounts due and when they were incurred.  These amounts of tax owing (both on an 

individual basis and on an aggregated basis) should be tracked and for how long these 

payments have been outstanding. 

 

Compliance Testing 
 

Audit Objective: To determine whether there are appropriate internal controls in place 

relating to all areas examined in the audit. 

 

In updating the Audit Programme with regard to the internal controls, the auditor should refer 

to a flow chart (or process mapping) of all main systems involved in revenue collection and 

controls relating to customs and excise tax.  This system description should be updated in 

light of any changes in the accounting systems, procedures and policies and any changes in 

laws, regulations and rules relating to customs and excise tax. 

 

The auditor should review the previous year’s findings relating to any weaknesses in the 

controls and make enquiries regarding any actions taken by management to correct these 

weaknesses.  Any claimed improvements need to be verified during the audit of the controls. 

 

The auditor should refer to the various authorities which prescribe the internal control 

procedures relating to customs and excise tax, including: 

 

 Accounting Policies and Procedures Manual: Section 5: Receipts and, within this 

section, especially 5.3 Accounting Policies; 5.4 Accounting for Receipts; and 5.6 

Treatment of specific classes of receipt; 

 Customs / Excise Tax rules  

 

Add (or substitute) appropriate paragraphs from other manuals, administrative instructions, 

etc. relating to customs and excise taxes. 

 

The controls the auditor expects to be in place should include methods and procedures to 

ensure, as far as is possible: 

 

 All taxes due to the organisation are collected;  

 All monies received do in fact enter the government’s bank account; 

 Deposits are made in a timely manner; 

 Change in cash balance from previous day’s is reconciled at day end with cash 

received; 

 Wherever possible, the record of taxes received are reconciled to the corresponding 

income received; 

 Proper documentation of tax records (submitted information, tax calculations, tax 

audit reports, appeals and status of appeals, settlements) maintained; and 

 All receipts are correctly, accurately and timely reflected in the General Ledger. 
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And, in terms of taxes not collected: 

 

 Sufficient and adequate customs / excise inspection and controls; 

 All taxes due to the government, and not collected, are properly recorded and 

reported; 

 All taxes due are conscientiously pursued; 

 The amount of uncollected taxes is monitored and reported; and 

 All taxes determined to be non-collectable are written-off with proper authorities and 

reporting of losses. 

 

See ICQ for Customs and Excise Tax:   

 

Substantive Testing 
 

Audit Objective: Substantive tests relating to customs and excise tax fulfil five key audit 

objectives: 

 

(i) For the purposes of the financial attest audit of the financial statements of the 

government entity as a whole, to determine whether all material information relating to 

the area of customs and excise tax examined are reliable and are fairly presented in 

relation to the financial statements. 

 

(ii)  To determine whether, on the basis of the transactions examined (selecting a 

representative sample of all significant areas of customs and excise tax within the audit 

entity), that the financial assertions comply with the following five considerations: 

 

 Existence and Occurrence 

 Completeness 

 Measurement 

 Regularity 

 Presentation and Disclosure 

 

(iii) To determine whether all activities and financial transactions examined comply with 

relevant laws and regulations (based on selection of all significant activities/transactions 

and a sample of the remainder) and on the basis of this audit work conclude on whether 

the relevant laws and regulations are being properly applied. 

 

(iv) To examine, or search for, particular transactions, or groups of taxed commodities, 

where information acquired by other means (than available within the CBR) is used to 

identify tax submissions that warrant more detailed examination. 

 

(v) With regard to the collection of taxes outstanding, to determine whether: 

 All taxes due to the government, and not collected, are properly recorded and 

reported; 

 All taxes due are conscientiously pursued; 

 All taxes determined to be non-collectable are written-off with proper authorities and 

reporting of the tax write-offs; and 

 A report is produced regularly of total outstanding taxes not collected. 

 

For substantive testing, the auditor must be familiar with the relevant forms and registers 

applicable to customs and excise tax; and where they are kept.  These include: 



   Execution File 183 

 

 Receipt Voucher (Form 5A) 

 

In addition the auditor needs to be conversant with the tax laws and regulations of Pakistan.  

A thorough knowledge of these is especially important in meeting the audit sub-objective of 

“measurement”, i.e. checking the calculations of tax due. 

 

 

 



   Execution File 184 

 

Customs and Excise Tax Audit Programme Steps 
 

Audit Entity:       Audit Period: 

Date(s) Conducted: 

Audit Objectives: 

To determine whether, on the basis of the transactions examined (selecting all significant 

and/or representative sample) that the financial assertions / transactions comply with the 

following five considerations: 

A. Existence and Occurrence 

B. Completeness 

C. Measurement 

D. Regularity 

E. Presentation and Disclosure 

 

To determine whether: 

F. All taxes due to the government, and not collected, are properly recorded and 

reported; 

G. Sufficient and adequate customs / excise inspection and controls; 

H. All taxes due are conscientiously pursued; and 

I. All taxes determined to be non-collectable are written-off with proper authorities and 

reporting of the tax write-offs.  

 

Audit 

Obj. 

Audit Procedure Done 

By
60

: 

WP 

Ref
61

. 

A 

 
 

 

 

 
 

Existence and Occurrence 
1. Select a sample of receipt vouchers and check against 

record in customs / excise tax ledger (use correct title). 

2. Check supporting documentation to ensure applied to 

relevant account. 

3. Check that listing in ledger (or cash book or whatever the 

term) for a selected period (for particular day / month) 

corresponds with amount entered into bank for that period. 

4. For the sample selected, check that the tax payer is not 
issued an acknowledgement of payment until the cheque is 

successfully processed through the bank. 

5. Also check that there are no delays between receipt of 
payment and deposit into the bank 

 

  

B 

 
 

Completeness 

Completeness of Tax Revenue Collected/Due 
1. Where feasible, by analytical methods, calculate an 

estimate of the total tax income by taking tax rates applied 

to alternative sources of information on volumes of goods 

with applicable tax rates – such as for example, trade 
statistics (if collected independently of tax information) – 

(this may not be possible but worth exploring) 

2. By analytical methods compare taxes (paid and/or due) this 
year with previous years, in aggregate (which CBR 

publishes) and broken down by tax groupings  

  

                                                   
60 The name/initials of the auditor who undertook the work 
61 Cross referenced to the working papers that contain the supporting details. 
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3. By analytical methods, scanning data, determine whether 

any examples of unusual changes in tax submitted this year 

compared to previous years 
4. Follow up on any anomalies noted in steps 2 and 3 

 

Completeness of Recording of Receipts 

5. Reconcile record of receipt vouchers to ledger and to bank 
totals. 

6. Check a sample of receipt vouchers from point of receipt to 

the bank account and to General Ledger 
 

C 

 

 

Measurement 
1. Take a sample of individual tax files and 

a) Check if sufficient information on file to properly 
calculate taxes due; 

b) Note whether customs officer inspected containers to 

confirm contents of shipments (or in case of excise 
tax, materials on which excise is applied to) and if so 

whether well documented; 

c) Note situations where auditor checked (appropriately 
on a random basis)  

d) Re-calculate tax due and compare with figure on file; 

and 

e) Identify any differences that could be based on 
interpretation of tax law 

2. Where feasible, request containers (ideally selected at 

random) to be checked to confirm that commodities were as 
declared and check against shipment forms – alternatively 

rely on the work of internal audit if such procedures applied 

3. For this sample, check the calculations of tax due and 
compare with the amount assessed  

 

  

D 

 
 

Regularity 
1. Check that the procedures for collecting revenue comply 

with relevant legislation. 

2. Note whether acknowledgement of receipt of customs and 

excise tax payment is provided as required {see 5.2.2.7 of 
Accounting Policies and Procedures Manual (NAM)} 

3. Check that the application of tax law complies with 

legislation {relying on work done in step C1 (d)} 

4. In any situation where the application of tax law is judged 
incorrect, it may be appropriate to take a larger sample to 

determine how widespread is the problem 

5. If possible, identify and select a sample of tax case where 
there has been dispute over the amount of taxes to be paid 

and determine whether the settlement was according to the 

law 

 

  

E 

 

 
 

Presentation and Disclosure 

1. Check that customs and excise tax payments are correctly 

identified in the General Ledger under the correct Object 
and correctly coded according to the Chart of Accounts by 

checking, for the sample of transactions, that the receipts 

have been correctly coded according to the Chart of 
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Accounts codes. 

2. Check whether the manager(s) responsible for tax 

collection function(s) receive(s) timely reports from the 
General Ledger under the relevant Object Codes and that 

the information is presented in a way that it can be used by 

the responsible managers section. 

3. Check whether the manager(s) reconcile the information in 
the accounting report with the tax payments received for the 

period reported. 

 

F Over-due Taxes Properly Recorded and Reported 

1. Check that all monies due to the government, and not 

collected, are properly recorded as uncollected taxes – on a 

basis of all transactions or a selected sample. 
2. Note whether a report of total outstanding taxes is produced 

regularly  

3. Examine these reports and determine what management 
actions are taken as a result of the reports – decide whether 

the situation is appropriately handled. 

4. Ensure that the records of taxes outstanding is adequately 
protected 

5. Check that all removals or changes to the records 

correspond to: 

a) either proper payment of taxes (check a sample of 
changes to the record against record of payments); or 

b) properly authorised write-off of tax debt. 

 

  

G Sufficient and adequate customs / excise inspection and 

controls; 

1. Examine inspection policies, procedures and practices (in 

particular, the sampling methods used as to which shippers / 
commodities / containers to select for a detailed search) 

2. Examine inspection reports and note: 

a) what proportion of declarations are checked with 
inspection 

b) what proportion of declarations found inaccurate upon 

detailed inspection 
3. Determine whether these reports indicate satisfactory 

controls over tax collection and conclude whether there was 

sufficient inspection 

4. Analyse, using CAATs if possible, whether the 
performance of customs (excise) officers / customs (excise) 

offices varies within reasonable limits or whether some 

officers / offices were not identifying irregularities and/or 
not colleting as much revenues    

5. Consider, if feasible, arranging inspections of containers 

(including containers already inspected by customs / excise 

officers) to estimate the extent of losses under the 
inspection activities and the performance of the inspection 

process 

6. Conclude whether there is sufficient inspection effort (for 
example, by comparing the cost of inspection versus the 

amount of taxes collected as a result of inspection – 

although there are many other considerations in determining 
what is an appropriate level of effort in collecting taxes – 
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including impact on flow of commercial activity) 

7. For a sample of inspections finding irregularities, determine 

what actions occurred as a result of the inspection (issuing 
of rulings / appeal / payment / court action by the 

government / other) and determine whether actions 

complied with policies and procedures  

8. Review the effort applied to the training of inspectors and 
the supervision and monitoring of the inspectors 

 

H Pursuit of Taxes in Arrears 
1. Identify what actions are taken on goods that have not had 

tax duties paid (goods sealed / put into storage / allowed to 

proceed) 

2. The auditor may want to examine if any serious problems / 
expenses associated with storage of seized goods 

3. Determine whether all taxes owing are reviewed on a 

regular basis to ensure that best efforts are made to recover 
taxes owing to the government 

4. Determine whether reasonable efforts are made to collect 

outstanding taxes (including for example plans for easy 
payments) 

5. Examine a sample of cases taken to court (including 

appeals / tax claims / tax evasion) and assess success of 

outcomes 
6. The auditor can apply analytical methods to determine 

whether different locations / different collection offices / 

different collection officers have comparable levels of 
success in recovering taxes due (note: many possible 

explanations for variations – such as influence of different 

economic conditions in different locations) 
 

  

I Write-Off of Uncollectible Taxes 

1. Examine the policies and procedures for the write-off of 

unpaid taxes owing to the government. 
2. Take a sample of taxes written off and ensure that they 

were written off according to these policies and procedures 

(authority, basis for discontinuing collection effort, legal 
considerations) 

3. Check if there is a regular report of write-offs of 

uncollectible taxes owing the government during the period. 

3. Take a sample of tax debts written-off and determine 
whether the actions were consistent with the policies and 

procedures for write-offs 

3.1 In particular, note whether the proper authorisations 
were made by delegated officers and whether these 

actions were within their delegated authority 

3.2  Examine basis for discontinuing collection effort 

3.3 Note whether legal considerations / actions were 
properly addressed 

4. In particular, determine whether any write-offs of taxes 

owing (especially large ones), were inconsistent with 
policies or appeared to favour certain tax payers. 

5. Select a sample of taxes that have been over-due for a long 

time and determine what has been done with them (ideally 
the files will have a history of collection efforts) and 
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compare actions taken against the relevant policies. 

 

6. Where appropriate, conduct an analysis of the level of 
write-offs compared to the amount of total customs and 

excise, and compare different locations to determine if any 

particular locations have a significantly higher level of 

write offs. 
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Audit of Revenue - Investments 
 

This section relates to the audit of “Revenue – Investments”.  In this audit programme guide, 

we address income to the government from investments.  See also “Assets – Investments” for 

the management and safeguarding of investments. 

 

Plan the Audit 
 

The amount of audit effort on investment revenues will depend on whether these are 

significant in relation to other revenue and the expenditures incurred by the audit entity.  This 

consideration should relate both to financial audit for certification and to Compliance audit. 

 

Each year, in preparation for the audit, the Audit Programme should be developed, updating 

the previous audit programme where appropriate.  The auditor needs to be aware of changes 

in amount of income, activities that can affect the level and types of investment, changes in 

systems and policies affecting the management of investments; and changes in laws and 

regulations relating to investments. 

 

Consider Potential Error Conditions 
 

In the area of investment revenue there are particular concerns that the auditor may wish to 

check in order to safeguard against their occurrence (often referred to as “Error Conditions”).  

The Audit Programme guide identifies specific tests for the auditor to apply.  The auditor 

should consider whether there are additional error conditions for which tests should be 

derived. 

 

Potential Error Condition Audit Objectives 

Income received incorrectly recorded Disclosure 

Recorded income not received Occurrence 

  

Failure to identify late payments through lack of proper 

monitoring 

Occurrence 

Collection of income not fully submitted to the government Completeness 

Incorrect calculation of income Measurement 

Incorrect calculation of loss in income from early cash-in Measurement 

  

Unauthorised write-off of monies owing to the government Write-Off 

 

Analytical Review 
 

Audit Objective: To determine: 

 

 Which categories of investments account for the most money collected by the 

government (or entity); 

 Whether interest earned from the investments appear reasonable, based on a 

comparison of the calculation of estimated interest income with actual income 

received during the year; 

 What patterns of change have occurred over the last few years in the portfolio of 

investments; and 

 Any anomalies that might trigger the need for follow-up audit effort. 
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In the case of investment income, the most important concern is whether, in total, the 

government is receiving the full amount of income due. 

 

Analytical techniques can help the auditor get some indicators in this regard.  Trend analysis 

can see if there have been any sudden changes in the volume of investment income.  If so, the 

auditor can look for changes in the amount of investments held – see audit programme guide 

on “Assets – Investment”, or changes in interest rates or possible bad investments for causes 

of the changes. 

 

Compliance Testing 
 

Audit Objective: To determine whether there are appropriate internal controls in place 

relating to all areas examined in the audit. 

 

In updating the Audit Programme with regard to the internal controls, the auditor should refer 

to a flow chart (or process mapping) of all main systems involved in controls relating to the 

management of investments and recording of investment income.  This system description 

should be updated in light of any changes in the accounting systems, procedures and policies 

and any changes in laws, regulations and rules relating to investments. 

 

The auditor should review the previous year’s findings relating to any weaknesses in the 

controls and make enquiries regarding any actions taken by management to correct these 

weaknesses.  Any claimed improvements need to be verified during the audit of the controls. 

 

Where the New Accounting System (NAM) has been implemented, the auditor should refer 

to the Accounting Policies and Procedures Manual: 

 

 Particularly relating to Chapter 5; 

 And, specifically 5.6.2.3: Revenue receipts – other income which lists income as 

interest received, dividends received; and 

 Under 5.6.2.4: Capital Receipts which requires “recoveries of loans and advances” 

to record recovered principal as a capital receipt.  

 

For compliance purposes, the auditor should refer to applicable regulations and procedures 

manuals, including 

 

Add appropriate materials (including specific material for organisations with different or 

additional procedures relating to investments). 

 

The controls the auditor expects to be in place should include methods and procedures to 

ensure, as far as is possible: 

 

 All income due to the government (organisation) are collected;  

 All income received does in fact enter the government’s bank account; 

 Deposits are made in a timely manner; 

 Where applicable, the income received is reconciled to the schedule of income 

payments under the investment agreements; 

 Proper documentation of income from investments maintained; and 

 All investment income is correctly, accurately and timely reflected in the General 

Ledger; and 
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 All failures to receive full investment income (in a timely manner) are properly 

recorded, reported and investigated by responsible management62. 

 

See ICQ for Investment Income:  

 

Substantive Testing 
 

Audit Objective: Substantive tests of receipts fulfil four key audit objectives: 

 

(i) For the purposes of the financial attest audit of the financial statements of the 

government entity as a whole (or for certification  of the accounts of the other 

organisations), to determine whether all material information relating to investment 

income examined are reliable and are fairly presented in relation to the financial 

statements. 

 

(ii) To determine whether, on the basis of the transactions examined (selecting a 

representative sample of all significant areas of investment income managed by the 

audit entity), that the financial assertions comply with the following five considerations: 

 

 Existence and Occurrence 

 Completeness 

 Measurement 

 Regularity 

 Presentation and Disclosure 

 

(iii) To determine whether all activities and financial transactions examined comply with 

relevant laws and regulations (based on selection of all significant activities / transaction 

and a sample of the remainder) and on the basis of this audit work conclude on whether 

the relevant laws and regulations are being properly applied. 

 

(iv) With regard to the management of investment income, to determine whether: 

 

 All failures to receive full investment income (in a timely manner) are properly 

recorded, reported and investigated by responsible management. 

 

For substantive testing, the auditor must be familiar with the relevant forms and registers 

applicable to investment income; and where they are kept.  These include: 

 

 Receipt Voucher (Form 5A) 

 

Question: Would these be used for investment income or would the transactions normally 

be bank-to-bank transactions? 

 

 

 

 

  

                                                   
62 In particular, for example, loans and equity investment by the government in commercial concerns 

sustaining losses and not repaying government loans 
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Investment Revenue Audit Programme Steps 
Audit Entity:       Audit Period: 

Date(s) Conducted: 

Audit Objectives: 

To determine whether, on the basis of the transactions examined (selecting all significant 

and/or representative sample) that the financial assertions / transactions comply with the 

following five considerations: 

A. Existence and Occurrence 

B. Completeness 

C. Measurement 

D. Regularity 

E. Presentation and Disclosure 

 

To determine whether: 

F. All monies due to the government, and not collected, are properly recorded and 

reported; 

G. All monies due are conscientiously pursued; 

H. All monies determined to be non-collectable are written-off with proper authorities 

and reporting of losses. 

 

Audit 

Obj. 

Audit Procedure Done 

By
63

: 

WP 

Ref
64

. 

A 
 

 

 

 
 

 

Existence and Occurrence 
1. Select a sample of receipts and check against record in cash 

book. 

2. Check supporting documentation to ensure applied to 

relevant account. 
3. Check that listing in cash book for period covered by one or 

more of receipts sampled (for particular day / month) 

corresponds with amount entered into bank for that period. 
 

  

B 

 

 

Completeness 

Completeness of Monies Collected/Due 

1. Where feasible, by analytical methods, calculate an 
estimate of the total income by estimating the value of 

product/service provided during a particular period (taking 

into account unit pricing and different pricing 
arrangements) and compare this with actual income over 

the same period  

2. By analytical methods, scanning data, determine whether 
any examples of unusual levels of consumption recorded 

(i.e. errors in recording consumption/use of services {in 

case of electricity, water or other services that have to be 

tracked})  
3. On a sample basis, or by analytical methods, test that goods 

and services provided resulted in invoices/claims and 

payments (or identified as an amount due). 
 

Completeness of Recording of Receipts 

4. Reconcile record of receipts to ledger and to bank totals. 

5. Check a sample of receipts from point of receipt to the bank 

  

                                                   
63 The name/initials of the auditor who undertook the work 
64 Cross referenced to the working papers that contain the supporting details. 
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account and to General Ledger 

6. Check on a sample of goods or services provided that these 

resulted in an invoice/claim/payment and that all 
invoices/claims resulted in either a payment or an entry 

onto a list of accounts receivable. 

 

C 
 

 
Measurement 

1. On a sample basis, or by analytical methods, test that the 

price of goods and services provided corresponded to 

amounts shown on invoices/claims and resulted in 
corresponding amounts of payments (or amounts identified 

as monies due to the government) – adjusted for any 

penalties / interest charges for possible late payment or 

discounts for early payment, etc. 
2. For a sample of receipts, check to supporting information to 

ensure correct valuation. 

 

  

D 
 

 

Regularity 
1. Check that the procedures for collecting revenue comply 

with relevant legislation. 

2. Note whether receipts (document) are provided as required 
{see 5.2.2.7 of Accounting Policies and Procedures Manual 

(NAM)} 

3. Check that the application of discounts, penalty and interest 
charges etc. comply with legislation. 

4. Ensure that the following procedures are consistent with 

legislation and regulations: 

a) maintaining accounts receivable 
b) legal procedures 

c) collection methods 

d) cut-off of supply of further services/suspending 
license/etc. 

e) process for write-off of bad debts 

 

  

E 
 

 

 

Presentation and Disclosure 
1. Check that receipts are correctly identified in the General 

Ledger under the correct Object and correctly coded 

according to the Chart of Accounts by checking for the 
sample of transactions that the receipts have been correctly 

coded according to the Chart of Accounts codes. 

2. Check whether the manager(s) responsible for the receipts 
function(s) receive(s) timely reports from the General 

Ledger under the relevant Object Codes and that the 

information is presented in a way that it can be used by the 

responsible managers section. 
3. Check whether the manager(s) reconcile the information in 

the accounting report with the receipts for the period 

reported. 
 

 

  

F Accounts Receivable Properly Controlled 

1. Check that all monies due to the government, and not 
collected, are properly recorded and reported – on a basis of 
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all transactions or a selected sample. 

2. Examine these reports and management actions as a result 

of the reports – decide whether the situation is appropriately 
handled. 

3. Check that a receipt (document) or an invoice stamped paid 

is not issued until the cheque is successfully processed 

through the bank. 
4. Check that the list of debtors is adequately protected and 

that all unpaid invoices/claims over period have been 

entered onto the list and that all removals correspond to 
proper payment of debt / or properly authorised write-off of 

debt. 

G Debt Collection 

1. Determine whether al accounts receivable are reviewed on 
a regular basis to ensure that best efforts are made to 

recover monies owing to the government 

2. Determine whether reasonable efforts are made, either 
directly, or through a collection agency, to collect accounts 

receivable (including for example plans for easy 

repayments) 
3. Is there evidence that all monies due are conscientiously 

pursued (for example, supervisors follow-up on whether 

collection officers are taking sufficient actions) 

4. The auditor can apply analytical methods to determine 
whether different locations / different collection officers / 

collection agencies have comparable levels of success in 

recovering monies due (note: variations could be influenced 
by different economic conditions in different locations) 

  

H Write-Off of Non-Collectables 

1. Examine what policies exist for the management of over 

due accounts of monies owing the government. 
2. Check if there is a regular report of write-offs of 

uncollectible monies owing the government during the 

period. 
3. Take a sample of accounts written-off and determine 

whether the actions were consistent with the policies on 

write-offs and whether the proper authorisations were made 
by officers and whether these actions were within their 

delegated authority. 

4. In particular, determine whether any write-offs of monies 

owing (especially large ones), were inconsistent with 
policies or appeared to favour certain debtors. 

5. Select a sample of aged accounts (individual cases of 

monies which have been owed the government for a long 
time) and determine what has been done with them (ideally 

the files will have a history of collection efforts) and 

compare actions taken against the relevant policies. 

6. Where appropriate, conduct an analysis of the level of 
write-offs compared to the amount of total income, and 

compare different locations to determine if any particular 

locations have a significantly higher level of write offs. 
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Audit of Debt 
 

This section relates to the audit of “Debt”.  There are two significant audit issues: 

 

1) Financial controls and recording of financial information on debt; and 

2) Management of debt. 

 

This audit programme guide covers the first audit issue only.  

 

Plan the Audit 
 

Debt is a significant cost to the government.  Even minor variations in the interest rates 

applied to debt can have a substantial impact on the annual costs of government. 

 

The amount of audit effort on debt depends on the materiality (which is significant) and on 

the quality of internal controls. 

 

A potential audit issue is the questions of whether the government has chosen the most 

advantageous interest rates available, which has to consider: 

 

 Rates of exchange (for foreign borrowing); 

 The time at which the loans were negotiated; 

 The credit rating of the institution (individual organisations may have different credit 

ratings and hence different interest rates on their loans); 

 Variability of interest rates according to the term of each loan; and 

 The most appropriate mix of loans – mix of short term and long-term and dates on 

which they mature). 

 

This area of audit, however, is complex and may require auditors with expertise on the 

treasury function and knowledge of macro economics.  This audit programme guide does not 

address this issue because of the complexity of the audit activity – however, the auditor 

should be aware of the significance of interest rates and their impact on the costs to the 

government. 

 

The auditor needs to identify the different forms of debt and decide which of these to 

examine: 

 

These include: 

 

 Foreign debt; 

 Government issued bonds; 

 Bank loans; and  

 Other government borrowings. 

 

In turn, these can take the form of short-term loans and long-term loans. 

 

Each year, in preparation for the audit, the Audit Programme should be developed, updating 

the previous audit programme where appropriate.  The auditor needs to be aware of changes 

in borrowings, the interest rates applicable during the period covered by the audit 

(particularly where the loan has a variable interest rate applied to it); and the terms and 
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conditions on the borrowings, such as penalties on late payments, early payoff of the loan, 

etc. 

 

Consider Potential Error Conditions 
 

In the area of debt there are particular concerns that the auditor may wish to check in order to 

safeguard against their occurrence (often referred to as “Error Conditions”). 

 

These include: 

 

Potential Error Condition Audit Objective 

Incomplete or inaccurate accounting of outstanding debt Measurement 

Incorrect calculation of interest payments Measurement 

Incorrect calculation of reductions in debt Measurement 

Late payments and consequential penalties Debt Administration 

Other penalties and the incorrect application of the penalties Debt Administration 

 

In addition, the auditor should identify areas where high interest is being applied on short 

term borrowing, especially if there are corresponding large amounts of government cash 

deposited in banks with low or no interest being earned.   

 

Analytical Review 
 

Audit Objective: To determine: 

 

 Changes in amount of debt by category of debt compared to previous year; 

 Occurrences of re-scheduled debt and the financial impact; 

 The amount of early re-payment of debts;  

 An estimate of interest payments over the year, taking into account 

increases/decreases in amount of debt; any rescheduling of debt; and changes in 

interest affecting debts with variable interest rates; and 

 Whether interest payments on debt appear reasonable, based on a comparison of the 

calculation of estimated debt with actual debt payments made during the year.  

 

The result of this last calculation will give the auditor an indication of how much audit work 

is likely necessary.  If the estimate of debt payments for the year is very different to the 

actual payments, extensive audit will likely be necessary, whereas if the figures are close the 

auditor may decide to place reliance on the analytical review. 

 

To estimate the amount of debt payments may prove too difficult if debt structure is very 

complex.  If this is the case, then analytical review can be applied to individual debts or 

groupings of debt. 

 

Compliance Testing 
 

Audit Objective: To determine whether there are appropriate internal controls in place 

relating to all areas examined in the audit. 

 

In updating the Audit Programme with regard to the internal controls, the auditor should refer 

to a flow chart (or process mapping) of all main systems involved in payments, controls and 

the maintenance of records relating to debt.  This system description should be updated in 
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light of any changes in the accounting systems, procedures and policies and any changes in 

laws, regulations and rules relating to debt. 

 

The auditor should review the previous year’s findings relating to any weaknesses in the 

controls and make enquiries regarding any actions taken by management to correct these 

weaknesses.  Any claimed improvements need to be verified during the audit of the controls. 

 

Where the New Accounting System (NAM) has been implemented, the auditor should refer 

to the Accounting Policies and Procedures Manual: 

 

 Particularly relating to Section 11 (Accounting for Liabilities). 

 

For compliance purposes, the auditor should refer to applicable regulations and procedures 

manuals, including 

 

 Public Debt Act (1944) 

 The Government Securities Manual 

 Account Code 

 

Add (or substitute) appropriate paragraph for organisations with different or additional 

procedures relating to debt. 

 

The controls the auditor expects to be in place should include methods and procedures to 

ensure: 

 

 The terms and conditions of the original debt agreement are appropriate; 

 The entering into the debt agreement was properly authorised; 

 The correct amount of instalment payments (according to the related agreements); 

 The correct calculation of Principal and Interest components of the payments; and 

 Accordingly, the correct calculation of outstanding debt at end of period; 

 The periodicity of each and every debt is properly highlighted; 

 No payments are made without being properly authorised by sanctioning officer; and 

 All payments relating to interest on debt (or other expenditures such as penalties) are 

correctly, accurately and timely reflected in the General Ledger. 

 

See ICQ for Debt:  

 

Substantive Testing 
 

Audit Objective: Substantive tests fulfil four audit objectives: 

 

(i) For the purposes of the financial attest audit of the financial statements of the 

government entity as a whole (or for certification of the accounts of the other 

organisations), to determine whether all material information relating to the area of debt 

examined are reliable and are fairly presented in relation to the financial statements. 

 

(ii) To determine whether, on the basis of the transactions examined (selecting a 

representative sample of all significant areas of debt within the audit entity), that the 

financial assertions comply with the following five considerations: 

 

 Existence and Occurrence 
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 Completeness 

 Measurement 

 Regularity 

 Presentation and Disclosure 

 

(iii) To determine whether any penalties had to be paid and if so, the reasons for such 

penalties and whether these payments were properly calculated, authorised and justified. 

 

(iv) To determine whether all activities and financial transactions examined comply with 

relevant laws and regulations (based on selection of all significant activities / transaction 

and a sample of the remainder) and on the basis of this audit work conclude on whether 

the relevant laws and regulations are being properly applied. 

 

For substantive testing, the auditor must be familiar with the relevant forms and registers 

applicable to debt and liabilities; and where they are kept.  These include: 

 

 Liabilities Register 
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Debt Audit Programme Steps 
 

Audit Entity:       Audit Period: 

Date(s) Conducted: 

Audit Objectives: 

To determine whether, on the basis of the transactions examined (selecting all significant 

and/or representative sample) that the financial assertions / transactions comply with the 

following five considerations: 

 

A. Existence and Occurrence 

B. Completeness 

C. Measurement 

D. Regularity 

E. Presentation and Disclosure 

 

To determine whether: 

 

F. The payments of penalties were properly authorised, correctly calculated and 

reasonable in the situation.  

 

Audit 

Obj. 

Audit Procedure Done By: WP Ref. 

A 
 

 

 

 
 

 

 
 

 

 
 

Existence and Occurrence 
1. From the schedule (obtained from EAD), select large debt 

obligations and/or a representative sample of debt 

obligations (Are these borrowings both institutional 

borrowings (such as World Bank) and foreign bank 
loans?) 

2. Similarly, from the schedule of domestic borrowing 

(obtained from Finance Division, Internal Finance Wing) 
select large debt obligations and/or a representative 

sample of debt obligations (Are these borrowings both 

bond issues and bank loans? – Might some of the 

payments on bank borrowing show up as changes to 

bank balances or would they be entered into ledger as 

loan payments?) 

3. Obtain the corresponding documents (original agreements 
and all amendments) for these debt obligations 

4. Alternatively, or additionally, select loan payments from 

ledger and trace back to debt obligations 
 

  

B 

 

 

Completeness 
1. On the basis of a sample, or complete examination, check 

items (additions / retirements) in a sample of monthly 
Debt Reports (or if possible, for the whole year) and 

confirm items in Liabilities Ledger 

 

  

C 
 

 

Measurement 
1. Determine the outstanding balances against each at close 

of financial year – obtain previous year’s balances and 

check that change in figures correspond to aggregated 
contribution to principal over the year (checking against 

amortisation tables showing principal and interest 
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components of payments) 

2. Also check opening balance this year with closing balance 

last year 
3. Seek confirmation of balances (Use Appendix G)from 

lending institutions and match replies with the amounts 

shown in the schedules 

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

5. Where there are variable interest rates, check that the 

interest rates are consistent with the agreement and that 
the payments are correct 

6. Check and verify basis of currency conversions (where 

applicable) and confirm correctly applied to calculations 
of payments 

7. Ascertain commitment charges (what are these?) if any 

and their proper recording 

8. Identify any payments of penalties (for late payment or 
other reason) and determine if consistent with agreement 

clauses (applicable and/or correctly calculated) 

 

D 

 

 

Regularity 

1. Examine if debt conforms to Article 79 of Constitution 

and within limits prescribed by Legislation – (need to 

make reference to relevant legislation) (how are limits 

imposed on borrowing activity of 

federal/provincial/district governments and SOEs?) 

2. Check that all new loans have been reported to the State 
Bank 

3. Ensure that policy directives of Finance Division 

regarding debt limitation are being complied with 
 

  

E 

 

 
 

Presentation and Disclosure 

1. Check that debt has been properly entered into General 

Ledger according to correct classification under Chart of 
Accounts 

2. Examine reporting and check against data in General 

Ledger and Liabilities Ledger 
 

  

 Payment of Penalties 
1.  Check for any penalty payments (such as, for example: 

a) Late payment of instalment payments; and 
b) Early re-payment of debts) 

2.  Examine whether these were: 

a) Valid payments according to the terms of the 

agreement; 
b) Correctly calculated; 

c) Properly authorised; and 

d) Where appropriate, fully reported to senior 
management with applicable explanation. 

3.  Determine reasons for penalty payments and whether any 

of these could have been avoided 
4.  Conclude whether there were any inappropriate conditions 

in the agreements that caused unnecessary or excessive 

penalties 
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Audit of Cash 
 

This section relates to the audit of “Cash”.  It includes both audit of “Cash in Bank” and the 

audit of “Cash in Hand”.  Also it includes audit programme content for Bank Reconciliation. 

 

Note of Caution: Other audit guides also address the audit of cash, or recording in a cash 

book, so care should be taken to avoid duplication with other audit work when applying this 

audit guide addressing cash specifically.  See in particular audit programme guides on 

Expenditures – Payroll, Expenditures – Receipts, Assets – Major Assets. 

 

The audit of “cash in hand”, unlike other audits, should be conducted ideally as a “surprise” 

audit.  The reason for this is that if an employee has been taking money out of cash for 

his/her own use, a surprise audit can discover that some of the cash is missing, whereas if 

sufficient warning of the audit is given, the employee has time to replace the borrowed/stolen 

money. 

 

In applying the general principles discussed in the Introduction to this Audit Programme 

Guides Section, this audit guide presents some specific considerations.  These are discussed 

in the sections that follow. 

 

Plan the Audit 
 

The amount of audit effort with regard to “cash in bank” will depend on the amount of cash 

involved and whether there are any concerns about cash, such as problems in reconciliation 

of bank statements with other records. 

 

This consideration relates especially to financial audit for certification but there may also be 

Compliance concerns if the regulations and procedures relating to the handling of cash are 

not being followed. 

  

Generally, “cash in hand” is not audited for reasons of materiality because it normally 

represents a small proportion of total revenues/expenditures.  By its very nature, however, it 

is normally a high risk area.  In addition, it is an area where the opportunity for theft is high 

and consequently, it is important that dishonesty is not allowed to be given an opportunity to 

establish itself, since that could encourage more serious efforts at fraud / theft.  It is an area 

where the impact of audit is more prevention (the presence of the auditor) than detection of 

errors or internal control problems. 

 

Each year, in preparation for the audit, the Audit Programme should be developed, updating 

the previous audit programme where appropriate.  The auditor needs to be aware of any 

changes in rules and policies relating to the use and control of cash.  In addition to the 

materiality of cash at the various locations, past audit observations should be an input in 

deciding where to place most audit effort. 

 

Consider Potential Error Conditions 
 

In the area of cash there are particular errors for which the auditor should check (often 

referred to as “Error Conditions”).  The Audit Programme guide identifies specific tests for 

the auditor to apply.  The auditor should consider whether there are additional error 

conditions for which tests should be derived. 
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These include: 

 

Potential Error Condition Audit Objective 

Recorded income not received / recorded expenditure not 

paid 

Existence / Occurrence 

Amounts received but not banked Existence / Occurrence 

Payments made but not recorded Existence 

Incorrect currency conversions Measurement 

Bank reconciliation incorrectly carried out Measurement 

Delay in banking cash Regularity 

Payments / receipts incorrectly entered into General Ledger Presentation and 

Disclosure 

 

Analytical Review 
 

Audit Objective: To determine: 

 

 Change in amount of cash in bank compared to previous year; 

 Amount of interest earned from cash in bank; and 

 Calculation of potential additional income to government if cash in bank had been 

placed in short term investments in an optimal manner. 

 

Compliance Testing 
 

Audit Objective: To determine whether there are appropriate internal controls in place 

relating to all areas examined in the audit. 

 

The auditor should be aware of any changes in the accounting systems, procedures and 

policies and any changes in laws, regulations and rules relating to cash. 

 

The auditor should review the previous year’s findings relating to any weaknesses in the 

controls and make enquiries regarding any actions taken by management to correct these 

weaknesses.  Any claimed improvements need to be verified during the audit of the controls. 

 

The auditor should refer to the various authorities which describe the internal control 

procedures relating to cash, including: 

 

 Accounting Policies and Procedures Manual: Section 6: Bank Reconciliation and 

particularly paragraph 6.3.3: Cash balances and cash reporting 

 

Add (or substitute) appropriate paragraph for organisations with different or additional 

procedures relating to cash. 

 

The controls the auditor expects to be in place should include methods and procedures to 

ensure: 

 Is there adequate separation of duties? 

 Are there limitations on the size of a payment made in cash?  

 Are there controls to prevent or detect monies being received without being recorded? 

 Are there controls to prevent or detect amounts being received but not banked? 

 Are there controls to prevent or detect receipts being recorded without the cash being 

banked? 
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 Are there controls to prevent or detect cash recorded as received but not received / 

cash recorded as paid but not paid? 

 Are there controls to prevent or detect cash banked but not recorded? 

 Are there controls in place to ensure cash surplus to short term needs is earning 

interest?  

 

See ICQ for Cash:  

 

Substantive Testing 
 

Audit Objective: Substantive tests of receipts fulfil three key audit objectives: 

 

(i) For the purposes of the financial attest audit of the financial statements of the 

government entity as a whole (or for certification  of the accounts of the other 

organisations), to determine whether all material information relating to the area of cash 

are reliable and are fairly presented in relation to the financial statements. 

 

(ii) To determine whether, on the basis of the transactions examined (selecting a 

representative sample of all significant areas of cash within the audit entity), that the 

financial assertions comply with the following five considerations: 

 

 Existence and Occurrence 

 Completeness 

 Measurement 

 Regularity 

 Presentation and Disclosure 

 

(iii) To determine whether all activities and financial transactions examined comply with 

relevant laws and regulations (based on selection of all significant activities / transaction 

and a sample of the remainder) and on the basis of this audit work conclude on whether 

the relevant laws and regulations are being properly applied. 

 

For substantive testing, the auditor must be familiar with the relevant forms and registers 

applicable to cash; and where they are kept.  These include: 

 

 Receipt Voucher (Form 5A) 
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Cash (in Bank / in Hand) Audit Programme Steps 
 

Audit Entity:       Audit Period: 

Date(s) Conducted: 

Audit Objectives: 

To determine whether, on the basis of the transactions examined (selecting all significant 

and/or representative sample) that the financial assertions / transactions comply with the 

following five considerations: 

 

A. Existence and Occurrence 

B. Completeness 

C. Measurement 

D. Regularity 

E. Presentation and Disclosure 

F. Presentation and Disclosure (Accrual) 

 

Audit 

Obj. 

Audit Procedure Done 

By
65

: 

WP 

Ref
66

. 

A 

 

 
 

 

 

Existence and Occurrence 

1. Where relevant, obtain a list of bank accounts and their 

location 
2. Obtain a schedule of cash showing all cash-in-bank and 

cash-in-hand at each location (or sample of locations)  

3. Agree all amounts to the general ledger 

4. Obtain cut-off bank statement for the period immediately 
after reconciliation date to determine whether receipts or 

disbursements are recorded on a timely basis and verify 

appropriateness of recording items 
5. From the bank statement immediately after reconciliation 

date: 

a) Review all cheques contained therein to see if there 
are any out of numerical sequence in comparison with 

cheques currently being used 

b) Note and investigate any cheques which appear to be 

out of sequence 
c) Clear all the outstanding cheques to the bank 

statements and investigate any uncleared cheques 

d) Investigate outstanding cheques of material amount 
which do not appear on the bank statement 

 

  

B 

 
 

Completeness 

1. Prepare a standard bank confirmation request 
2. Obtain from the bank a direct confirmation (Use Appendix 

G) of period end balances (and any loans / debts not 

included on the bank statement that could reflect on proper 
cash balance) 

3. Reconcile the balance in the General Ledger with bank 

confirmation letter 

4. Arrange physical count or obtain certificate of cash-in-hand 
of imprest accounts and undeposited cash receipts 

5. Agree closing balances with general ledger 

  

                                                   
65 The name/initials of the auditor who undertook the work 
66 Cross referenced to the working papers that contain the supporting details. 
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6. Examine the cash book before and after the period end date 

for items that might not be included in the correct period 

7. Check the organisation’s bank reconciliation procedures 
and ensure they are conducted regularly and that the latest 

is consistent with audit reconciliation results 

 

C 
 

 

Measurement 
1. Determine the outstanding balances against each at close of 

financial year – obtain previous year’s balances and check 

that change in figures correspond to aggregated 
contribution to principal over the year (checking against 

amortisation tables showing principal and interest 

components of payments) 

2. Check opening balance this year with closing balance last 
year 

3. From latest bank reconciliation obtained (step B7) or year 

end reconciliation: 
a) Verify accuracy of the bank reconciliation 

b) Examine approval of reconciliation 

c) Agree balances per bank reconciliation to the 
financial statements (for end of year reconciliation) 

d) Investigate any unusual adjustments shown 

4. For foreign currency transactions, check applied currency 

conversion rates (and confirm correct for time of 
transaction) and check conversion calculations 

 

  

D 
 

 

Regularity 
1. Check to ensure no bank accounts maintained contrary to 

policy 

2. Ensure that the controls as specified in the Accounting 

Policies and Procedures Manual are in place, including: 
a) In normal circumstances, the DAO only deal with one 

bank branch 

b) The DAO prepare a monthly reconciliation for 
expenditures and receipts 

c) All receipt vouchers sequentially numbered 

d) DAO check the bank scroll with the payment advice 
note on a daily basis 

e) Further, the auditor should note whether the bank is 

also meeting its obligations as laid out in the 

Accounting Polices and Procedures Manual and if not 
enquire of the DAO what actions have been taken 

 

 
 

 

 

 
 

 

 
 

 

 
 

 

 

 
 

 

 

 

E 
 

 

 

Presentation and Disclosure 
1. Trace deposits in transit at the end of the period to ensure 

they have been recorded in the proper period 

2. Check that the cash figures are correctly coded in the 
general ledger (under F01 according to the breakdown of 

the Chart of Accounts) 

3. Review reports from the financial system and ensure (for a 
sample) that they reconcile with bank statements and cash-

in-hand figures 
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F 

 
Presentation and Disclosure (Accrual) 

1. Check the statements of cash on the balance sheet and 

confirm it is consistent with the data in the General Ledger 
and ensure that the disclosure of cash balances in the 

financial statements is complete, accurate and appropriate 
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Audit of Pensions 
 

This section relates to the audit of “Pensions”. 

 

Plan the Audit 
 

The amount of effort to be dedicated to the audit of pensions will depend on the materiality 

of the value of expenditures on pensions compared to the total expenditures of the audit 

entity as a whole (for certification purposes).  The extent of substantive testing will depend 

also on levels of associated risks and the quality of internal controls relating to pensions.  

Even where materiality and risk do not justify much audit effort on pensions, questions of 

propriety and regularity may cause the auditor to decide to expend effort on the audit of 

pensions. 

 

The auditor should invest time in developing an understanding of pensions and the systems 

that support the payments of pensions.  Current knowledge will enable the auditor to adjust 

the Audit Programme as new processes, systems, controls and rules and regulations are 

implemented by the audit entity. 

 

Each year, in preparation for the audit, the Audit Programme should be developed, updating 

the previous audit programme where appropriate.  In particular, the auditor should record 

changes in the number of pensioners (particularly if many employees became pensioners 

during the audit year), pension rates, rules relating to the administration of pensions, etc. 

 

Where this is not a first time audit, the auditor will review the audit file from the previous 

audit to review results of inquiries and tests to provide a basis for planning the current audit.  

 

Consider Potential Error Conditions 
 

In the area of pensions there are particular errors for which the auditor should check (often 

referred to as “Error Conditions”).  The Audit Programme guide identifies specific tests for 

the auditor to apply.  The auditor should consider whether there are additional error 

conditions for which tests should be derived. 

 

Potential Error Conditions Audit Objectives 

Payments continue after death Existence, Completeness 

More than one payment to the same person Existence 

Ineligible recipient Existence 

Incorrect payments Measurement 

Incorrect deductions from pay Measurement 

Payments not recorded properly (including wrong accounting 

year / incorrect amount posted) 

Presentation and 

Disclosure 

 

Analytical Review 
 

Audit Objective: To determine: 

 

 Whether pension payments for year of audit is of the same order of magnitude as 

previous year’s payments, adjusting for reduced pension payments due to deaths and 

increased payments resulting from new pensioners added to the list; and adjusting for 

any changes in the rate; 
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 Whether pension deductions for year of audit is of the same order of magnitude as 

previous year’s payments, adjusting for changes in the number of employees (by 

classification level); and adjusting for any changes in the rates; 

 Through scanning the data, whether there are any missing elements in the data base, 

any apparent duplicate payments; 

 Any payments to persons with different names but the same address (suggesting the 

possibility of one individual receiving more than one payment using false names); 

and 

 Any anomalies that might be noted. 

 

Compliance Testing 
 

Audit Objective: To determine whether there are appropriate internal controls in place 

relating to all areas examined in the audit. 

 

In updating the Audit Programme with regard to the internal controls, the auditor should refer 

to a flow chart (or process mapping) of all main systems involved in expenditures and 

controls relating to Pensions. This system description should be updated in light of any 

changes in the accounting systems, procedures and policies and any changes in laws, 

regulations and rules relating to Pensions. 

 

The auditor should review the previous year’s findings relating to any weaknesses in the 

controls and make enquiries regarding any actions taken by management to correct these 

weaknesses.  Any claimed improvements need to be verified during the audit of the controls. 

 

The auditor should refer to the various authorities which describe the internal control 

procedures relating to pensions, including: 

 

 Accounting Policies and Procedures Manual: Section 4.7: Pension Payments 

 Civil Service regulations 

 

Add (or substitute) appropriate paragraph for organisations with different or additional 

procedures relating to pensions. 

 

The controls the auditor expects to be in place should include methods and procedures to 

ensure: 

 Adequate separation of duties 

 Pensioners are properly registered 

 Pension files properly maintained and up-to-date 

 Changes to pension rules and rates made promptly and correctly 

 The prevention, or detection, of payments being made in error (death of pensioner / 

changed status / not a bona-fide pensioner / one person receiving more than one 

pension) 

 Adequate controls over computations of pension 

 Payments properly authorised 

 Transmittal of direct credit / distribution of cheques properly controlled 

 Payments are properly recorded 

 

See ICQ for Pensions:  
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Substantive Testing 
 

Audit Objective: Substantive tests of Pensions fulfil three key audit objectives: 

 

(i) For the purposes of the financial attest audit of the financial statements of the 

government entity as a whole (or for certification of the accounts of the self-accounting 

organisations), to determine whether all material information relating to the area of 

pensions examined are reliable and are fairly presented in relation to the financial 

statements. 

 

(ii)  To determine whether, on the basis of the transactions examined (selecting a 

representative sample of all significant areas of pensions within the audit entity), that 

the financial assertions comply with the following five considerations: 

 

 Existence and Occurrence 

 Completeness 

 Measurement 

 Regularity 

 Presentation and Disclosure 

 

(iii)  To determine whether all activities and financial transactions examined comply with 

relevant laws and regulations (based on selection of all significant activities/transactions 

and a sample of the remainder) and on the basis of this audit work conclude on whether 

the relevant laws and regulations are being properly applied. 

 

For substantive testing, the auditor must be familiar with the pension procedures and the 

relevant forms and registers applicable to Pensions; and where they are kept.  These include: 

 

 Pension Application Form (CSR – 25) 

 Pension Register (4V) 

 Pension Book 
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Pension Audit Programme Steps 

 

Audit Entity:       Audit Period: 

Date(s) Conducted: 

Audit Objectives: 

To determine whether, on the basis of the transactions examined (selecting all significant 

and/or representative sample) that the financial assertions / transactions comply with the 

following five considerations: 

 

F. Existence and Occurrence 

G. Completeness 

H. Measurement 

I. Regularity 

J. Presentation and Disclosure 

 

Audit 

Obj. 

Audit Procedure Done 

By
67

: 

WP 

Ref
68

. 

A 

 

 
 

 

 

 
 

 

 
 

 

Existence and Occurrence 

1. Select a sample of transactions (as required for certification 

requirements / for purposes of testing controls / for 
additional substantive compliance testing) 

2. Refer to the Pension Register for all pensioners in the 

sample  

3. From the sample of transactions check that: pensioner is 
identified in Pension Register; and that that payment was 

made to correct recipient 

4. Through application of CAATs or otherwise, search for any 
payments to pensioners that look as if they might be double 

payments to the same person – e.g. those pension recipients 

who have the same home address 
5. Through application of CAATs or otherwise, search for any 

payments made to an address other than that of the 

pensioner – e.g. check if the wrong person is receiving the 

pension payment 
6. Where it is suspected that there could be duplicate 

payments it might be possible for the auditor to arrange that 

the DDO request these pensioners to pick up their cheques 
at the office of the DDO 

 

  

B 

 
 

Completeness 

1. Compare list of pensioners paid against Pension Register 
for selected months 

2. For the sample selected, check pensioners in the Pension 

Register against Establishment Register (if records date 
back to the time that the pensioner retired from public 

service) and confirm that pertinent information are 

consistent (name, date of birth, level, date of retirement/ 

start of pension payments, etc.) 
3. Select a sample of pensioners who recently retired and 

  

                                                   
67 The name/initials of the auditor who undertook the work 
68 Cross referenced to the working papers that contain the supporting details. 
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check whether they received correct pension payments 

4. Conduct a reconciliation (and/or check a batch of 

transactions) between {Direct Credit Advice / Pension 
cheque} and Monthly Statement of Pension Payments and 

General Ledger 

5. Take a sample of pensioners from Pension Register and 

check that they have received their pension payment 
 

C 

 
 

Measurement 

1. For the sample of transactions check: 1) that payment 
received by pensioner is correct according to Pension 

Register; and 2) that the Pension Register is consistent with 

relevant Rules applying to pension rates and entitlements 

2. Check for the selected sample of pensioners recently 
becoming pensioners that the amount of the first payment 

was correct according to the start date and according to 

their Pension Register 
3. Check for the selected sample of pensioners who recently 

died, that the amount of the last payment was corrected 

according to the date of death (any documentation, such as 

death certificate required?)  

4. Obtain a copy of monthly Exception Report for errors and 

omissions in pension payments: 

a) Ensure it is checked by supervising officer and 
appropriate action taken 

b) Compare with computer pension register 

c) Consider impact on pension costs in general ledger 
5. For a sample of months, check that the total pension 

payments are correctly presented in the General Ledger by 

making the necessary calculations (which will be much 
easier through the use of CAATs).  

 

  

D 

 
 

Regularity 

1. Check that all documents relating to the sample of 
transactions regarding pension payments are completed 

fully, have proper authorisation (including checking signing 

authority and signatures of the approving officers) 
2. At the same time as steps C1 and C3, check that these 

calculations comply with the regulations relating to 

pensions 

 

  

E 

 

 

 

Presentation and Disclosure 

1. Check that pension payments are correctly identified in the 

General Ledger under Pension Object (what is the code?) 

and correctly coded according to the Chart of Accounts by 
checking for the sample of transactions that the pension 

payments have been correctly coded according to the Chart 

of Accounts codes. 
2. Check whether the pension section receives timely reports 

from the General Ledger under the relevant Object Codes 

and that the information is presented in a way that it can be 
used by the pension section. 
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Audit of Assets - Major Assets 
 

This section relates to the audit of “Assets – Major Assets”.  See also, “Assets – 

Investments”, and “Assets – Stock and Inventory”. 

 

Here we include under major assets both fixed assets (land, buildings, etc.) and other major 

capital assets, such as heavy equipment, vehicles, etc.  {Note: generally accountants refer to 

these as “Fixed Assets”.}  Smaller assets, such as furniture, personal computers, etc. are 

covered under Assets - Stock and Inventory”.  {Note: these are also referred to under 

Accounting Policies and Procedures Manual of NAM as “Fixed Assets”.} 

 

The main concerns regarding major assets are: 

 

 The safeguarding of assets; 

 The correct classification and recording of assets; 

 The depreciation of assets (for organisations that utilise accrual accounting); 

 The proper entry of capital cost allowance and asset value in the financial accounts 

(for organisations that utilise accrual accounting); 

 The maintenance and condition of assets; 

 The utilisation of assets; and 

 Asset disposal. 

 

This audit programme guide does not address the acquisition of capital assets. 

(See “Expenditures – Goods and Services” and “Expenditures – Contracting”.) 

 

Other aspects of asset management and acquisition, such as justification for asset acquisition 

(“Needs Analysis” and “Requirements Definition”) and Life Cycle Costing, including the 

analysis of maintenance costs and the cost-effective timing of asset disposal are not covered 

in these audit guides. 

 

Plan the Audit 
 

The amount of audit effort on major assets will depend on whether the proportion of an audit 

entity’s expenditures incurred on major assets is significant and/or, for those organisations on 

full accrual accounting, whether major assets are a significant component on the balance 

sheet.  This consideration should relate both to financial audit for certification and to 

Compliance. 

 

Each year, in preparation for the audit, the Audit Programme should be developed, updating 

the previous audit programme where appropriate.  The auditor needs to be aware of changes 

in the amount of assets and any changes in the use of the assets, such as a major increase in 

the needs for the assets or significant change in the use of some of the assets (such as the 

close-down of part of the organisation’s activities). 

 

The rest of this audit guide is divided into Part I: Main Audit Guide; and Part II: Accrual 

Accounting Audit Guide. 
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Part I: Main Audit Guide 
 
Consider Potential Error Conditions 
 

In the area of major assets there are particular concerns that the auditor may wish to check in 

order to safeguard against their occurrence (often referred to as “Error Conditions”). 

 

Potential Error Conditions Audit Objectives 

Major assets not properly classified and recorded Occurrence 

Assets not properly or fully owned Ownership 

Transactions incorrectly posted to ledger as capital transactions69 Disclosure 

Discrepancies between the physical existence of assets and the 

records of assets (lost / stolen / scrapped / cannibalised70 / 

incorrectly classified / change of location without notifying 

Register) 

Occurrence / 

Completeness 

Incomplete/inaccurate records Occurrence 

Value in Fixed Assets Register not the same as purchase price Measurement 

Assets not properly safeguarded Safeguarding of Assets 

Assets removed from records when not properly disposed of Occurrence / Disposal 

Disposed assets not removed from records Occurrence / Disposal 

Assets that should be disposed of (obsolete, not utilised or 

abandoned) not disposed of 

Disposal 

Write-off of assets without proper authorisation Disposal 

Sale of assets below true value Disposal 

 

Analytical Review 
 

Audit Objective: To determine: 

 

 Which categories of assets account for the most money tied up in assets; 

 Changes in the mix of assets over recent years (to assist in deciding which 

categories of assets to include in the audit and possibly also which 

equipment/property purchases to examine); 

 Cases of old assets (indicating possible need for disposal); 

 Distribution of assets by location (to assist in deciding which locations to visit for 

audit purposes); and 

 Any anomalies that might trigger the need for follow-up audit effort. 

 

Also, the auditor can apply useful tests to determine whether the Fixed Assets Register is 

complete and reliable: 

 

 Examine Fixed Assets Register for incomplete records or unrealistic values / dates / 

etc. 

 Sum the total value of assets in Fixed Assets Register and compare with the value one 

year earlier.  Then check this difference with the sum of expenditures minus the sum 

                                                   
69 Categorising expenditures on buildings and equipment as either maintenance expenses or as capital 

improvements can be open to different interpretations. 
70 Using parts from an inoperable piece of equipment to keep others operating: this is common, especially 

in remote areas, where spare parts are difficult to obtain quickly.  In these situations, the auditor should 

guard against recommending disposal without understanding user’s needs. 
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of sales / write-offs during the period.  Any anomalies would indicate possible errors 

in the assets records. 

 Compare prices of similar categories of assets and identify any anomalies – 

suggesting either inaccurate records or possibly too much paid for certain assets. 

 

Compliance Testing 
 

Audit Objective: To determine whether there are appropriate internal controls in place 

relating to all areas examined in the audit. 

 

In updating the Audit Programme with regard to the internal controls, the auditor should refer 

to a flow chart (or process mapping) of all main systems involved in expenditures and 

controls relating to the acquisition, recording, safeguarding and disposal of major assets.  

This system description should be updated in light of any changes in the accounting systems, 

procedures and policies and any changes in laws, regulations and rules relating to assets. 

 

The auditor should review the previous year’s findings relating to any weaknesses in the 

controls and make enquiries regarding any actions taken by management to correct these 

weaknesses.  Any claimed improvements need to be verified during the audit of the controls. 

 

Where the New Accounting System (NAM) has been implemented, the auditor should refer 

to the Accounting Policies and Procedures Manual: 

 

 Particularly relating to Section 13.4: Fixed Assets Management 

 And Section 13.5: General Policies or Disposal of Fixed Asserts 

 And Section 13.6: Accounting for Proceeds from Disposals 

 

For compliance purposes, the auditor should refer to applicable regulations and procedures 

manuals, including 

 

Add reference to relevant manuals and also add (or substitute) appropriate paragraph for 

organisations with different or additional procedures relating to the management of assets. 

 

The controls the auditor expects to be in place should include methods and procedures to 

ensure: 

 

 Adequate separation of duties for the key functions performed in the maintenance of 

asset records and the safeguarding of assets; 

 The safeguarding of assets; 

 All assets are maintained in good working order; 

 Assets are properly utilised and information on the use of the assets is maintained;  

 Any assets that are of no further use to the organisation (obsolete, not utilised or 

abandoned) are disposed of;  

 All sales of assets are properly authorised; and 

 All capital assets (referred to as “Fixed Assets”), and changes to the inventory of 

assets, are correctly, accurately and timely reflected in the Fixed Assets Register. 

 

See ICQ for Major Assets:  
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Substantive Testing 
 

Audit Objective: Substantive tests fulfil three audit objectives: 

 

(i) To determine whether, on the basis of the transactions examined (selecting a 

representative sample of all significant areas of xx   within the audit entity), that the 

financial assertions comply with the following five considerations: 

 

 Existence and Occurrence 

 Completeness 

 Measurement 

 Regularity 

 Presentation and Disclosure 

 

(ii) To determine whether all activities and financial transactions examined comply with 

relevant laws and regulations (based on selection of all significant activities / transaction 

and a sample of the remainder) and on the basis of this audit work conclude on whether 

the relevant laws and regulations are being properly applied. 

 

(iii) To determine whether the organisation has clear ownership of assets and that the 

disposal of assets is properly managed. 

 

For substantive testing, the auditor must be familiar with the relevant forms and registers 

applicable to major assets; and where they are kept.  These include: 

 

 Fixed Assets Register (Form 13A); 

 Fixed Assets Form for any claim voucher relating to expenditures on fixed assets 

(Form 13B) 

 Quarterly report on Fixed Assets Register (according to Section 2.2.7 of FRM) 
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Major Assets Audit Programme Steps 
 

Audit Entity:       Audit Period: 

Date(s) Conducted: 

Audit Objectives: 

To determine whether, on the basis of the transactions examined (selecting all significant 

and/or representative sample) that the financial assertions / transactions comply with the 

following five considerations: 

 

A. Existence and Occurrence 

B. Completeness 

C. Measurement 

D. Regularity 

E. Presentation and Disclosure 

 

To determine whether: 

 

F. There is clear ownership of assets 

G. The Disposal of assets is properly managed  

 

Audit 

Obj. 

Audit Procedure Done 

By
71

: 

WP 

Ref
72

. 

A 
 

 

 

 
 

 

 
 

 

 
 

Existence and occurrence 
1. Check for a sample selected out of the Fixed Assets 

Register that the assets physically exist and that they 

comply with the information in the Register regarding 

location, asset identification number, description, 
classification, and other relevant information. 

2. Check from physical inspection of a sample of assets on 

site that they are entered into the Register and that the 
information about them is accurate. 

3. Check for a sample of expenditures (identified in General 

Ledger) that they have been recorded correctly in the Fixed 
Assets Ledger and that they are on site, according to 

location information in Ledger, and that they are 

operational and being used. 

4. For any items still in storage, or non-commissioned, 
determine reasons for non-functional state. 

5. For any assets not delivered, determine why payment was 

made before delivery.  (May need to follow-up on contract 
arrangements.) 

  

B 

 

 

Completeness 

Note: If previous audits have been able to determine the 

completeness of assets at that time, the auditor may be able to 
focus only on changes to the assets, and asset records, since 

the time of the previous audit.  (Although, there is no 

guarantee that assets existing at the time of the previous audit 
have not been stolen, lost or damaged in the interim.) 

1. On the basis of tests 1 and 2 above, conclude whether the 

listed assets exist and whether existing assets are recorded 

  

                                                   
71 The name/initials of the auditor who undertook the work 
72 Cross referenced to the working papers that contain the details on which the auditor has formed an 

opinion about the controls. 
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on the Fixed Asset Register. 

2. In addition, check specifically all, or a sample of, major 

assets added (purchased or transferred in) or removed 
(transferred out or disposed of) during the year (or period 

covered by the audit).  Again, check that the records (both 

in the Register and in the General Ledger) correspond with 

physical existence. 
3. Select a sample of assets deleted out of the Fixed Asset 

Register and verify that they have been properly disposed of 

or alternatively transferred out. 
4. For these, check: authorisation; revenue compared to 

depreciated value; proper documentation. 

5. And confirm that assets were received by the organisations 
to which they were transferred. 

6. For any revenue, check that this was properly recorded in 

the General Ledger, or other account. 

7. review periodic reconciliations of the Fixed Assets Register 
with the general ledger (particularly with regard to 

additions/removals)  

 

C 

 

 

Measurement 

1. For the sample of purchased items during period audited, 

check that the price listed in the Fixed Assets Register is the 

same as the purchase price73 and check against supporting 
documentation. 

2. For items transferred in or transferred out, check whether 

any transfer payments were made and if so whether for an 
appropriate amount. 

3. For valuation, or revaluation of assets, see section of this 

guide for accrual accounting. 
 

  

D 

 

 

Regularity 

1. Check for the sample of assets that the following 

requirements outlined in 13.4 (recording of fixed assets; 
13.5 (disposal of fixed assets); and 13.6 (accounting for the 

proceeds from sale of fixed assets) of the Accounting 

Policies and Procedures Manual (NAM) have been 
complied with 

2. Check that the quarterly report on Fixed Assets Register as 

required by 2.2.7 of the FRM is produced in a timely 

manner. 
 

  

E 

 

 
 

Presentation and disclosure 

1. For the sample of assets, check that they are correctly 

identified in the Fixed Assets Register under the correct 
Object and correctly coded according to the Chart of 

Accounts by checking for the sample of transactions that 

the payments have been correctly coded according to the 
Chart of Accounts codes. 

2. Check whether the manager(s) responsible for asset 

management receive(s) regular reports from the Fixed 

  

                                                   
73 Plus other costs that should be amortised (such as installation and commissioning costs) but excluding 

indirect costs such as interest, administrative overhead, etc. (see section 10.3.3 Recognition of project 

expenditure of Accounting Policies and Procedures Manual  under NAM) 
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Assets Register under the relevant Object Codes and that 

the information is presented in a way that it can be used by 

the responsible managers section. 
3. Check whether the manager(s) reconcile the changes in the 

Fixed Assets Register with the acquisitions and disposals of 

assets for the period reported. 

 

F Ownership 

For assets examined, check, where appropriate, that the 

government has clear ownership and title to the asset.  {This 
check is more likely to be important for any used items 

acquired (equipment, buildings, etc.) or for any construction 

on lands where the government may not have clear ownership 

of the land – particularly in the case of new road 
construction.} 

 

  

H Disposal of assets is properly managed 
Take a sample of assets recently disposed of and check: 

a) Whether proper authority was obtained to dispose of 

the asset 

b) That an appropriate price was obtained (either by a 
competitive bid process or by benchmarking the value 

of the asset before determining the price) 

c) Where possible, compare prices obtained for similar 
assets and investigate any assets apparently sold 

below value  
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Part II: Accrual Accounting Audit Guide 
 

Part II provides additional audit testing applicable to an organisation who’s accounts are kept 

on an accrual accounting basis. 

 

Consider Potential Error Conditions 
 

In the area of major assets there are particular concerns that the auditor may wish to check in 

order to safeguard against their occurrence (often referred to as “Error Conditions”). 

 

Potential Error Conditions Audit Objectives 

Significant changes in the total value of assets (especially 

where depreciation is large compared to new acquisition of 

assets) 

Measurement 

Large amount of acquisitions not reflected on the balance 

sheet 

Occurrence 

Inappropriate re-evaluation of assets and/or assets not adjusted 

to reflect inflation 

Measurement 

Asset incorrectly classified for depreciation purposes Measurement 

Incorrect depreciation rates applied Measurement 

Balance sheet not properly adjusted when asset disposed of 

(not corrected for difference between depreciated value and 

disposal income) 

Completeness 

 

Analytical Review 
 

Audit Objective: To determine whether the assets summarised on the financial balance sheet 

correspond to the information contained in the Fixed Assets Register, after taking into 

account the appropriate rates of depreciation. 

 

This test can be accomplished most simply by comparing this year’s information with last 

year’s information, adjusted for additions and removals of assets and depreciation over the 

year rather than conducting the analysis from scratch each year. 

 

The auditor can apply useful tests to determine whether the financial information indicates 

any problems in accounting and/or managing assets. 

 

For example: test whether any significant changes in the total value of assets occurred 

between this year and last year (especially where depreciation is large compared to new 

acquisition of assets).  Any substantial reduction in the depreciated value of assets could 

indicate either inaccurate information and/or the amount of assets are being allowed to 

decline without replenishment.  Over a few years this may not be a problem, but over a 

longer period, if assets are allowed to deteriorate, the operational viability of the organisation 

could be threatened, depending on the characteristics of the assets.  {The asset value of 

vehicles and equipment should be maintained to ensure sound operations, whereas one-off 

assets such a dam for electrical power might not suffer if the asset value deteriorates so long 

as the facility is well maintained.} 

 

Calculate the expected capital cost allowance for an aggregate of assets under each asset class 

and compare to the total cost allowance entered into the financial statements for each class of 

asset. 
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Compliance Testing 
 

Audit Objective: To determine whether there are appropriate internal controls in place 

relating to the accounting of assets under an accrual based accounting system. 

 

For compliance purposes, the auditor should refer to applicable regulations and procedures 

manuals, including 

 

 Guidelines on the presentation of financial statements - for accrual based 

accounting (what is used for this purpose?) 

 

Add (or substitute) appropriate paragraph for organisations with different or additional 

procedures relating to the accrual accounting of assets. 

 

The controls the auditor expects to be in place should include methods and procedures to 

ensure: 

 

 In addition to the normal data held in the Fixed Assets Register, information 

appropriate for accrual accounting purposes, including: realistic value (in addition to 

purchase price), updated periodically where appropriate – such as adjusting for 

inflation 

 Appropriate depreciation rates for different classes of asset 

 

See ICQ for Assets (for accrual accounting):  

 

Substantive Testing 

 

Audit Objective: Substantive tests fulfil two audit objectives: 

 

(i) For the purposes of the financial attest audit of the financial statements of a government 

organisation with accrual based accounting, to determine whether all material 

information relating to the presentation of assets on the balance sheet and the allocation 

of capital cost allowance expenses against income are reliable and are fairly presented in 

relation to the financial statements. 

 

(ii) To determine whether, on the basis of the transactions examined (selecting a 

representative sample of all significant areas of assets and asset related transactions), 

that the financial assertions comply with the following five considerations: 

 

 Existence and Occurrence 

 Completeness 

 Measurement 

 Regularity 

 Presentation and Disclosure 

 

For substantive testing, the auditor must be familiar with the controls and financial policies 

relating to the management and recording of assets under accrual based accounting. 
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Assets Audit Programme Steps 
(For Accrual Accounting) 

 

Audit Entity:       Audit Period: 

Date(s) Conducted: 

Audit Objectives: 

To determine whether, on the basis of the transactions examined (selecting all significant 

and/or representative sample) that the financial assertions / transactions relating to assets 

under accrual accounting practices comply with the following five considerations: 

 

A. Existence and Occurrence 

B. Completeness 

C. Measurement 

D. Regularity 

E. Presentation and Disclosure 

 

Audit 

Obj. 

Audit Procedure Done 

By
74

: 

WP 

Ref
75

. 

A 

 

 

Existence and Occurrence 

1. Review maintenance and repairs expenditures (or a sample) 

and check that these have been entered as operating not 
capital expenditures. 

2. Review any expenditures on improvements to assets and 

check that these have been identified as capital 

expenditures. 
 

  

B 

 
 

Completeness 

1. Check a list of new assets / disposed assets (or a sample if 
the list is too large) and determine if these have been 

included in the assets aggregated for inclusion on the 

balance sheet.  

  

C 
 

 

Measurement 
1. For a sample of assets, check that they have been properly 

classified (for depreciation purposes) 

2. Check that the annual change in value of assets carried on 
the books has been correctly calculated: 

a) Using correct depreciation for class of asset; 

b) Includes all new assets; and 

c) Adjusted for any assets disposed or transferred out. 
3. Check that the capital cost allowance carried as an expense 

has been correctly calculated. 

4. For items transferred in or transferred out, check whether 
the listing of assets on the balance sheet had been adjusted. 

5. For items transferred in or transferred out, check: 

a) whether any transfer payments were made or not; 

b) whether the depreciated value carried on the books 
had been adjusted accordingly; and 

c) income / expenditure statements correctly reflected 

transfer income / expenditure. 
6. For items sold, check whether income has been entered into 

income statement, and whether depreciated value of the 

  

                                                   
74 The name/initials of the auditor who undertook the work 
75 Cross referenced to the working papers that contain the supporting details. 
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asset has been adjusted accordingly 

7. Check whether any obsolete or inoperative assets are 

carried on the books valued above their current worth. 
8. Where assets have been revalued, determine reason for 

revaluation and if necessary obtain an opinion whether they 

are fairly valued.  {This could be an issue where operations 

to be privatised.} 
 

D 

 
 

Regularity 

Determine whether the presentation of financial information 
adheres to Generally Accepted Accounting Principles 

 

  

E 

 
 

 

Presentation and Disclosure 

1. Through analytical procedures, and by examining changes 
from previous audited statements, check that the financial 

statements (relating to the valuation of capital assets on the 

balance sheet) are consistent with the information on the 
Fixed Assets Register and entries in the General Ledger. 
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Audit of Assets – Stores and Inventory 
 

This section relates to the audit of “Assets – Stores and Inventory”.  The acquisition of 

materials, spare parts and other products to be held in inventory is handled under 

“Expenditures – Goods and Services”.   This audit programme guide is concerned with the 

safeguarding and control over inventory after it has been acquired. 

 

Plan the Audit 
 

The amount of audit effort in this area will depend on whether the proportion of an audit 

entity’s assets tied up in inventory and the cost of the storage of the inventory are significant.  

This consideration should relate both to financial audit for certification and to Compliance.  

Sometimes, the risk of loss of inventory can be a serious concern, especially when there are 

small, expensive items stored in inventory (referred to sometimes as “attractive items”). 

 

Each year, in preparation for the audit, the Audit Programme should be developed, updating 

the previous audit programme where appropriate.  The auditor needs to be aware of changes 

in the value of inventory.  Large changes over the year can sometimes indicate potential 

problems in providing a satisfactory level of service, if the products or services of the 

organisation are highly dependent on the smooth supply of parts and materials from 

inventory. 

 

Consider Potential Error Conditions 
 

In the area of stores and inventory there are particular concerns that the auditor may wish to 

check in order to safeguard against their occurrence (often referred to as “Error Conditions”). 

 

Potential Error Condition Audit Objective 

Inadequate safeguarding and storage of 

inventory 

Stores Properly Maintained 

Poor inventory controls resulting in delays in 

supplying parts and materials as required 

Inventory Management 

Loss and theft of inventory Stores Properly Maintained 

Losses due to obsolescence, damage or the 

holding of parts and materials beyond their 

shelf-life 

Inventory Management 

Inconsistencies between inventory records and 

physical count 

Existence and Occurrence 

Poor management of inventory (too much 

inventory for some items and failure to supply 

items as needed from inventory) 

Inventory Management 

 

Analytical Review 
 

Audit Objective: To determine: 

 

 Which items of inventory (individual items, or classes of items) that account for the 

major proportion of value of inventory; 

 What changes in the value of inventory (by classes of inventory) have occurred over 

the period of audit; 
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 Where the individual items of inventory are tracked, the average time in inventory 

of individual items (or class of item); 

 What items are out of stock (can express as a % of all items in stock); 

 Where there are large volumes of stock (dividing total stock of item by monthly 

usage rates for the item) if information is available; 

 Whether there are many items on “back order” (i.e. ordered but not delivered) and 

what are the characteristics; and 

 If possible,  

 

Also inventory reports can provide useful information, including stock taking reports 

(identifying losses in inventory since the date of last stock taking).  The auditor should look 

also at any reports on the write-off of inventory items. 

 

Compliance Testing 
 

Audit Objective: To determine whether there are appropriate internal controls in place 

relating to all areas examined in the audit. 

 

In updating the Audit Programme with regard to the internal controls, the auditor should refer 

to a flow chart (or process mapping) of all main systems involved in the storage, use and 

controls relating to stores and inventory.  This system description should be updated in light 

of any changes in the accounting systems, procedures and policies and any changes in laws, 

regulations and rules relating to the management of stores and inventory. 

 

The auditor should review the previous year’s findings relating to any weaknesses in the 

controls and make enquiries regarding any actions taken by management to correct these 

weaknesses.  Any claimed improvements need to be verified during the audit of the controls. 

 

The auditor should be familiar with the different inventory policies, such as FIFO (first-in-

first-out) and LIFO (last-in-first-out) and ensure that the organisation is consistent in 

applying these policies, at least within certain groupings of inventory characteristics.  There 

are two accounting policies that the auditor should be aware of: 

 

 Perpetual Inventory System: one where each stock transaction is tracked (and 

balances verified by means of periodical physical counts); and 

 Periodic Inventory System: information on inventory is obtained from a physical 

count, at least once per year at fiscal year end but the accounting of additions and 

deletions to inventory is not maintained. 

 

For low value inventories and/or where risk of loss or theft is low, a periodic inventory 

system is acceptable.  In general, however, this accounting approach would not provide 

sufficient controls.  This audit programme assumes that the organisation has some form of 

perpetual inventory system in place, except for high volume low value items that do not need 

close scrutiny (such as nails and other low-cost hardware items, low cost stationary items 

where theft is not a serious problem).  If the information is not part of the financial 

accounting system but records are well kept within the stores, the periodic system would 

provide adequate controls provided that the auditor is able to confirm from stores records that 

the information obtained through the periodic inventory system was reliable. 

  

Where the New Accounting System (NAM) has been implemented, the auditor should refer 

to the Accounting Policies and Procedures Manual: 
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 Particularly relating to Section 13.3: Accounting for Stores 

 

This addresses stores accounts, segregation of duties, receipt of stores, issue of stores and 

stocktaking. 

 

For compliance purposes, the auditor should also refer to applicable regulations and 

procedures manuals, including departmental policies and procedures relating to stores and 

inventory and the subsidiary accounts kept by the department/entity for the purposes of 

recording and maintaining stores. 

 

See ICQ for Stores and Inventory:  

 

Substantive Testing 
 

Audit Objective: Substantive tests fulfil four audit objectives: 

 

(i) For the purposes of the financial attest audit of the financial statements of the 

government entity as a whole (or for certification  of the accounts of the other 

organisations), to determine whether all material information relating to inventory costs 

and inventory assets are reliable and are fairly presented in relation to the financial 

statements. 

 

(ii) To determine whether, on the basis of the transactions examined (selecting a 

representative sample of all significant areas of inventory within the audit entity), that 

the financial assertions comply with the following five considerations: 

 

 Existence and Occurrence 

 Completeness 

 Measurement 

 Regularity 

 Presentation and Disclosure 

 

(iii) To determine whether all activities and financial transactions examined comply with 

relevant laws and regulations (based on selection of all significant activities / transaction 

and a sample of the remainder) and on the basis of this audit work conclude on whether 

the relevant laws and regulations are being properly applied. 

 

(iv) To determine whether: 

 

 Stores are properly maintained 

 There is sound management of inventory levels 

 

For substantive testing, the auditor must be familiar with the relevant forms and registers 

applicable to stores and inventory management; and where they are kept.   
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Stores and Inventory Audit Programme Steps 

 

Audit Entity:       Audit Period: 

Date(s) Conducted: 

Audit Objectives: 

To determine whether, on the basis of the transactions examined (selecting all significant 

and/or representative sample) that the financial assertions / transactions comply with the 

following five considerations: 

 

A. Existence and Occurrence 

B. Completeness 

C. Measurement 

D. Regularity 

E. Presentation and Disclosure 

F. Presentation and Disclosure under Accrual Accounting 

 

To determine whether: 

 

G. Stores are properly maintained and safeguarded 

H. There is sound management of inventory levels 

 

Audit 

Obj. Audit Procedure 
Done By: WP Ref. 

A 

 

 
 

Existence and Occurrence 

1. Take a sample of records and check against the physical 

items in stock (on shelf or otherwise located) and confirm 
that the record corresponds to all characteristics of the 

physical items in storage (quantity / specifications 

{including for example the dimensions of bolts or the part 

number of a spare part} / condition / etc. – may require 
reference to catalogues) 

2. Take sample of items in stores, or located elsewhere, and 

check these items against records (quantity / specifications 
{including for example the dimensions of bolts or the part 

number of a spare part} / condition / etc. – may require 

reference to catalogues) 
3. Take a sample of recent acquisitions to stores and check 

against stores accounts 

4. Where the record kept at stores (for recording receipt and 

issuing of stores) is a separate record from stores accounts, 
check on a sample basis that adjustments to stores accounts 

are properly made 

  

  

B 

 

 

Completeness 

1. Applying analytical methods, check that the change in 

inventory balance from this year to previous year’s balance 

equates to the sum of all additions to, minus all removals 
from, stock during the period. 

2. If possible, the auditor should be present during stock 

taking to confirm appropriate procedures are followed 
3. Examine stocktaking reports 

4. Examine the most recent stocktaking report and on a 

  



   Execution File 227 

sample basis check figures in the report against physical 

count (with adjustments for additions to, and subtractions 

from, inventory since the time of the stocktaking) 
 

C 

 

 

Measurement 

1. Check the calculations as part of the checking of existence 

and completeness 
2. Determine whether there are there means of identifying 

items in stores that do not belong to the organisation (such 

as on loan from another department) and verify that these 
have not been included in valuation of the inventory in 

stores 

 

  

D 
 

 

Regularity 
1. Check that the procedures, and activities, for the 

management of stores comply with departmental polices 

and procedures (relating to: maintenance of records; issuing 
goods from stores – including signing of requisitions; the 

recording of incoming / outgoing items; reconciling 

demands and issues; adjustments to store accounts, 

including the write-off of obsolete, damaged or lost items; 
stocktaking) 

2. Take a sample of transactions (relating to each of the 

procedures identified in step 1), and determine whether  the 
transactions complied with these procedures 

3. Where the procedures were not followed, determine the 

significance of the irregularity and the reason or not 
complying  

  

E 

 

 
 

Presentation and Disclosure 

1. Check a sample of recent entries into stores and confirm 

that these are properly recorded in the General Ledger 
under correct codes 

2. Check also that these are correctly entered into stores 

accounts and correctly described in these accounts (that the 
information on the vouchers correspond to stores records) 

3. Where the inventory is maintained in the General Ledger as 

assets, check for a sample of items in inventory that they 

are correctly identified in the ledger records (correct code, 
value, location) 

4. Check that there are regular reports on changes to inventory 

(both from General Ledger and stores accounts) and on 
inventory (from stores accounts and {where applicable} 

from General Ledger) 

5. Reconcile reports from stores accounts with General Ledger 

 

  

F Presentation and Disclosure Under Accrual Accounting 

1. Through analytical procedures, and by examining changes 

from previous audited statements, check that the financial 
statements (relating to the valuation of inventory on the 

balance sheet / and for the allocation of costs of consumable 

items out of stores) are consistent with the information on 

the Fixed Assets Register and entries in the General Ledger 
(where applicable) and/or 

1.1 Check that the closing balances of all inventories 
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(finished goods / work-in-progress / materials / 

equipment) are accurately reflected on the balance sheet 

2. Where inventory items should be depreciated, check that 
this is being done properly 

3. For any changes in the method of valuation of inventory, 

check that the supporting rationale is documented and 

reasonable 
 

G Appropriate Storage and Safeguarding of Inventory 

1. Examine the facilities for handling and storing inventory 
and conclude whether appropriate 

a) Determine whether the amount of space is reasonable 

(not too crowded / not too much wasted space) 

b) Conclude whether the storage conditions are suitable 
(no perishable items stored outside / the building free 

of wet or damp / reasonable access to stored items) 

c) Check that storage is free of hazards or dangerous 
situations (unstable shelving / very heavy items stored 

high / walkways cluttered / dangerous chemicals not 

marked or guarded) 
d) Note whether the handling equipment is in good 

operating order 

e) Observe whether there are adequate physical controls 

over the inventory to ensure they are properly 
safeguarded 

2. Conclude whether the maintenance of inventory records are 

sufficient to safeguard the inventory 
a) Records are maintained up-to-date 

b) Access to records controlled so difficult to change to 

cover up theft 
c) Regular reconciliation of actual inventory with 

inventory records and accounting records 

 

  

H Appropriate Level of Inventory 
1. Examine items in stock by physical inspection and identify 

any unusual items (large quantity / look as if in storage a 

long time / etc.) and enquire about the items 
2. Look at items in records that raise possible questions (large 

stock levels / little demand / large volume purchased with 

low usage and already many in stock / last purchase many 

years ago / etc.) (if this type of information can be 
determined easily) 

3. Follow up on items noted in steps 1 and 2 

Measures of Over-Supply 
4. On a sample basis, including high value items or very bulky 

items (taking up space in stores) (and also items noted in 

stores / records as apparently over-stocked), examine usage 

rates and thus calculate the amount of inventory in terms of 
months (or years) it would take to use up all of that item in 

stock 

5. For those items that have many year‘s worth of usage, 
enquire why so much is in stock and what actions are 

intended to be taken 

 

Measures of Under-Supply 
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6. From stores records / stores accounts, identify those items 

that could not be supplied from stock, especially those with 

high usage (if such information is available) 
7. Examine items on “back order”, (i.e. those items ordered 

and still not delivered) and determine how long been on 

order, especially those with high usage, and determine if 

reasonable or not 
8. If information is available on “lead times” (i.e. how long it 

normally takes from order to delivery) compare information 

obtained from back orders with the lead times and identify 
problems and reasons for problems 

Bin Card System 

9. Where a bin card system is in use, check a sample of 
inventory items and note: 

a) whether the information on the card is consistent with 

the physical count; 

b) whether reorder action was taken promptly when the 
reorder level was hit (compare dates); and 

c) the delivery of the ordered items was made in a timely 

manner (where available, compare against quoted 
delivery time) 

10. In particular, where the bin card system has an automatic 

reorder level, is this being complied with? 
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Audit of Assets - Investments 
 

This section relates to the audit of “Assets – Investments”.  See also, “Revenue – 

Investments”. 

 

Before conducting an audit of investment assets, the first thing is to define what is meant by 

investments.  The Government of Pakistan has many different types of investment, including: 

 Deposits and reserves (object code F04101); 

 Investment deposit accounts (object code F04102); 

 Various forms of loans (the interest from which is recorded under object codes: C012 

to C018); and 

 Government investments in financial and non-financial institutions (the dividends 

from which are recorded under object code C019) 

 

It is suggested that the various forms of loans are more an instrument of government (for 

programmes and policy purposes) and do not fit into the normal concept of investments for 

income purposes.  The government investments that earn dividends may be for: 

a) Investment purposes; 

b) Maintaining participation in particular corporations / operations; or 

c) Programme or policy purposes.   

 

Whether categories b) and c) are treated under this audit programme or as part of an audit of 

programme activities should be decided by the auditor when drawing up the audit 

programme.  

 

Plan the Audit 
 

The amount of audit effort on investment assets depends on the materiality (which can be 

significant) and on the quality of internal controls, especially with regard to the safeguarding 

of the investments. 

 

The auditor should be concerned with: 

 Existence of the investment assets; 

 The valuation of the investment assets (of importance for accrual based accounting); 

 The safeguarding of the investment assets; and 

 Compliance with laws and regulations governing investments and the management of 

investments.  

 

Another issue relating to investment is whether the government has chosen the most 

appropriate investments, which has to consider: 

 The time at which the investments were negotiated; 

 Earnings from the investments (particularly the interest rates); 

 The risk associated with the investment (type of investment, credit rating of the 

institution in which the investment is made); 

 Rates of exchange (for foreign investments); 

 Variability of interest rates according to the term of each investment; and 

 The most appropriate amount and mix of investments (balancing cash needs with the 

most advantageous investment portfolio including mix of short term and long-term 

investments). 

 



   Execution File 231 

The audit of the appropriateness of the investment portfolio is complex and may require 

auditors with expertise on the treasury function and knowledge of macroeconomics.  This 

audit programme guide does not address this issue because of the complexity of the audit 

activity – however, the auditor should be aware of the significance of the investment 

portfolio on the income of the government. 

 

Each year, in preparation for the audit, the Audit Programme should be developed, updating 

the previous audit programme where appropriate.  The auditor needs to be aware of changes 

in investments, the interest rates applicable during the period covered by the audit 

(particularly where the investment has a variable interest rate applied to it); and the terms and 

conditions on the investments, such as administrative charges and legal fees, penalty for early 

cashing-in of the investment, etc. 

 

Consider Potential Error Conditions 
 

In the area of investment assets there are particular concerns that the auditor may wish to 

check in order to safeguard against their occurrence (often referred to as “Error Conditions”). 

 

These include: 

 

Potential Error Condition Audit Objective 

Investment asset not entered in records Existence 

Investment asset recorded but asset not found Existence / Completeness 

Disposed assets not removed from records Occurrence / Disposal 

Value of investment not the same as recorded value Measurement 

Investment not properly classified in General Ledger Disclosure 

Write-off of investment asset without proper authorisation Write-off 

Investment assets not properly safeguarded Safeguarding of Assets 

Value of investments not correctly reflected on balance sheet 

(for accrual accounting) 

Measurement 

 

Analytical Review 
 

Audit Objective: To determine: 

 

 Changes in amount of investments by category of investment compared to previous 

year; 

 An estimate of investment income over the year, taking into account 

increases/decreases in amount of investments; and changes in interest rates affecting 

investments with variable interest rates; and 

 Whether interest earned from the investments appear reasonable, based on a 

comparison of the calculation of estimated interest income with actual income 

received during the year.  

 

The result of this last calculation will give the auditor an indication of how much audit work 

is likely necessary.  If the estimate of investment income for the year is very different to the 

actual income, extensive audit will likely be necessary, whereas if the figures are close the 

auditor may decide to place reliance on the analytical review.  Note: Much of this analysis 

(suggested above) is focused on income rather than assets but the level of income is an 

indicator of the state of the investment assets. 
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To estimate the amount of investment income may prove too difficult if the mix of 

investments is very complex.  If this is the case, then analytical review can be applied to 

individual investments or groupings of investments. 

 

Compliance Testing 
 

Audit Objective: To determine whether there are appropriate internal controls in place 

relating to all areas examined in the audit. 

 

In updating the Audit Programme with regard to the internal controls, the auditor should refer 

to a flow chart (or process mapping) of all main systems involved in the controls and the 

maintenance of records relating to investment assets.  This system description should be 

updated in light of any changes in the accounting systems, procedures and policies and any 

changes in laws, regulations and rules relating to government investments. 

 

The auditor should review the previous year’s findings relating to any weaknesses in the 

controls and make enquiries regarding any actions taken by management to correct these 

weaknesses.  Any claimed improvements need to be verified during the audit of the controls. 

 

The Accounting Policies and Procedures Manual under the New Accounting System (NAM) 

identifies receipts from loans and investments under 5.6.2.3: Revenues – other income and 

recovery of principal as 5.6.2.4 capital receipts but does not address the accounting of 

investment assets (check that this is indeed a correct statement) 

 

For compliance purposes, the auditor should refer to applicable regulations and procedures 

manuals, including 

 

 The Government Securities Manual (?) 

 Account Code (?) 

 

Add (or substitute) appropriate paragraph for organisations with different or additional 

procedures relating to investments. 

 

The controls the auditor expects to be in place should include methods and procedures to 

ensure: 

 

 Adequate separation of duties for the key functions performed in the maintenance of 

investment records and the safeguarding of investment assets; 

 The safeguarding of investment assets (documents held in safe-keeping); 

 All acquisition and sales of investment assets are properly authorised; 

 Investment assets are properly valued (of importance for accrual based accounting); 

and 

 All investment assets and changes to the inventory of investment assets, are correctly, 

accurately and timely reflected in the General Ledger. 

 

See ICQ for Investment Assets:  

 

Substantive Testing 
 

Audit Objective: Substantive tests fulfil five audit objectives: 
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(i) For the purposes of the financial attest audit of the financial statements of the 

government entity as a whole (or for certification of the accounts of the other 

organisations), to determine whether all material information relating to the area of 

investment assets examined are reliable and are fairly presented in relation to the 

financial statements. 

 

(ii) To determine whether, on the basis of the transactions examined (selecting a 

representative sample of all significant areas of investment within the audit entity), that 

the financial assertions comply with the following five considerations: 

 

 Existence and Occurrence 

 Completeness 

 Measurement 

 Regularity 

 Presentation and Disclosure 

 

(iii) To determine whether all activities and financial transactions examined comply with 

relevant laws and regulations (based on selection of all significant activities / transaction 

and a sample of the remainder) and on the basis of this audit work conclude on whether 

the relevant laws and regulations are being properly applied. 

 

(iv) To determine whether any losses were incurred from the early cash-in or sale of 

investments and whether any losses associated with investments were properly written-

off 

 

(v) To determine whether investment documents and investment records were properly 

safeguarded 

 

For substantive testing, the auditor must be familiar with the relevant forms and registers 

applicable to investments; and where they are kept.  These include: 

 

 (What are these?) 

 

 

 



   Execution File 234 

  
Investment Assets Audit Programme Steps 

 

Audit Entity:       Audit Period: 

Date(s) Conducted: 

Audit Objectives: 

To determine whether, on the basis of the transactions examined (selecting all significant 

and/or representative sample) that the financial assertions / transactions comply with the 

following five considerations: 

 

G. Existence and Occurrence 

H. Completeness 

I. Measurement 

J. Regularity 

K. Presentation and Disclosure 

 

To determine whether: 

 

L. Any early cash-in, or sale, of investments and if so, whether any losses were incurred 

M. Proper procedures followed, and proper authorisation obtained, for the write-off of 

any losses associated with investment activity 

N. Investment documents and records are properly safeguarded 

 

Audit 

Obj. 

Audit Procedure Done 

By: 

WP Ref. 

A 

 
 

 

 

 
 

 

 
 

 

 

Existence and Occurrence 
1. From the schedule (obtained from EAD), select large 

investments and/or a representative sample of 

investments 

2. Similarly, from the schedule of domestic investments 

(obtained from Finance Division, Internal Finance Wing) 
select large investments and/or a representative sample 

of investments (What form do these investments take – 

any in form of bank deposits / bank investment 

certificates? – If so, might some of these investments 

show up as entries / changes to bank balances and if 

so, do they get reported properly into General Ledger?) 
3. Obtain the corresponding documents (original 

agreements and all amendments) for these investments 

4. Alternatively, or additionally, select investments (or 

investment payments) from ledger and trace back to 
listings of investments 

 

  

B 
 

 

Completeness 
1. On the basis of a sample, or complete examination, check 

items (additions / retirements) in a sample of monthly 

Investment Reports (or if possible, for the whole year) 

and confirm items in Asset Ledger (or whatever 

accounts the investments are kept in) 

 

  

C 
 

 

Measurement 
1. Identify the types of investments and treat each 

investment type according to the way the payments on 
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the investment are made (e.g. interest payments in 

instalments, or at time of maturity; instalments paying 

both interest and principal; dividends; etc.) 
2. For each type of investment, or a sample of different 

investment types, determine the investment balances 

against each at close of financial year – obtain previous 

year’s balances and check that change in figures are  
correct, or of the correct order of magnitude, according 

to the proper method of calculating the change 

3. Also check opening balance this year with closing 
balance last year 

4. Seek confirmation of balances from institutions in which 

the investments have been made and match replies with 
the amounts shown in the schedules 

5. Check that investment payments are consistent with 

investment arrangements 

6. Where there are variable interest rates, check that the 
interest rates are consistent with the agreement and that 

the payments are correct 

7. Check and verify basis of currency conversions (where 
applicable) and confirm correctly applied to calculations 

of payments 

8. Ascertain investment charges if any (or portfolio fees if 
applicable) and check whether correct and properly 

recorded 

 

D 
 

 

Regularity 
1. Examine if investments conform to Article 79 of 

Constitution and within limits prescribed by Legislation – 

(check if applicable and if so need to make reference to 

relevant legislation) (Are any restrictions placed on 

government organisations regarding investment 

activities?) 

2. Check that all new investments have been reported to the 
State Bank (if this is a requirement) 

3. Ensure that policy directives of Finance Division 

regarding investment activity are being complied with 
4. For a sample of investments, check whether proper 

procedures were followed in making the investment 

5. Check whether proper authorisation for entering into 

these investment was obtained 
 

  

E 

 
 

 

Presentation and Disclosure 

1. Check that investment assets have been properly entered 
into General Ledger according to correct classification 

under Chart of Accounts 

2. Examine reporting and check against data in General 

Ledger and Liabilities Ledger 
 

  

F Early Cash-in of Investment / Sale of Investments 
early cash-in of investments and if so, what investment 
earnings were forgone 

1. Check for any penalties associated with early cash-in 

(such as loss of interest earnings; or special management 
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fees) 

2. Examine whether these were: 

e) Valid losses / payments according to the terms of 
the agreement; 

f) Correctly calculated; 

g) Properly authorised; and 

h) Where appropriate, fully reported to senior 
management with applicable explanation. 

3. For any sales of dividend-earning investments (shares) 

check that sale price corresponded with market rate at 
the time and that the price was not at an unreasonably 

low value at the time of sale 

4. For any situations where losses occurred, determine 
reasons for early cash-in, or sale, of investments (in 

particular, problems with the forecasting and 

management of cash needs of the government) and 

conclude whether any of these could have been avoided  
5. Conclude whether there were any inappropriate 

conditions in the investment arrangements that caused 

unnecessary or excessive losses (e.g. such as a fixed re-
sale value of shares that were well below market rates) 

 

G Write-off of Investment Losses 
1. Where any investments were disposed of below value 

held in the asset ledger (or other account), were losses 

accordingly identified 

2. Was proper authority obtained for the write-off of the 
loss 

3. Were these losses properly acknowledged and reported 

 

  

H Safeguarding of investment documents and records 
1. Determine whether investment documents are properly 

safeguarded (kept secure in a safe or other well protected 

location) 
2. Check a sample of documents and note whether: 

a) An original and signed (check government 

representative had the signing authority) 
b) No alterations, or if there are, that they are properly 

initialled (and the changes are not unfavourable) 

3. Ensure restricted access to the documents (control over 

keys / safe combination / etc.) 
4. Conclude whether the investment records are properly 

safeguarded (restrictions on access to keys for physical 

records / pass word protected for computerised records) 
5. Ensure that there are separations of duties between the 

holding of investment documents and the keeping of 

investment records 
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Audit of Grants-in-Aid and Contributions 
 

This section relates to the audit of “Grants-in-Aid and Contributions”.  These are 

expenditures by the government for particular purposes. 

 

Grants-in-Aid and Contributions are usually means of implementing government 

programmes with particular policies and objectives to be achieved. 

 

This Audit Programme guide focuses on the financial management and compliance with the 

laws, regulations and policies and procedures with regard to Grants-in-Aid and 

Contributions.  The following aspects of grant programmes are not covered here: 

 

 The development of the programme and its policies and objectives 

 The formation of the terms and conditions consistent with the established policies and 

objectives 

 The planning process for initiating the programme 

 The efficiency and effectiveness of the administration of the programme 

 

Plan the Audit 
 

The amount of effort to be dedicated to grants will depend on the materiality of the value of 

Grants-in-Aid and Contributions to the audit entity and on the risks and significance 

associated with Grants-in-Aid and Contributions. 

 

The auditor should invest time in developing a knowledge of the entity and the systems that 

support Grants-in-Aid and Contributions operations.  Current knowledge will enable the 

auditor to adjust the Audit Programme as new processes, systems, controls and rules and 

regulations are implemented by the audit entity. 

 

Each year, in preparation for the audit, the Audit Programme should be developed, updating 

the previous audit programme where appropriate.  In particular, the auditor should record 

changes in objectives relating to the funded programmes, changes in amount of funding 

provided, if possible obtain information on the volume (and value) of applications compared 

to number (and value) of grants / contributions awarded, etc. 

 

Key inputs for grants / contributions will include distribution of recipients, which offices 

handle the larger volumes (and value) of grants / contributions and so forth.  The auditor 

needs to obtain the most recent administrative instructions for the management of the funded 

programmes.  The auditor must identify official sources for this information, and document 

them. 

 

Where this is not a first time audit, the auditor will review the audit file from the previous 

audit to review results of inquiries and tests to provide a basis for planning the current audit.  

 

Consider Potential Error Conditions 
 

In the area of grants and contributions there are particular errors for which the auditor should 

check (often referred to as “Error Conditions”).  The Audit Programme guide identifies 

specific tests for the auditor to apply.  The auditor should consider whether there are 

additional error conditions for which tests should be derived. 
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Potential Error Conditions Audit Objectives 

Expenditure made but nor recorded Completeness 

Expenditure incorrectly defined in general ledger Disclosure 

Supporting documentation does not equal the amount of 

monies paid out under the contribution payment 

Measurement 

Duplicate payment to the same recipient (particularly where 

there is a limit placed on an individual grant) 

Existence 

No clear rationale for allocating funds Administration 

Purpose for which grant provided not clearly indicated Administration 

Funds not spent as intended Audit 

 

Analytical Review 
 

Audit Objective: To determine: 

 

 What patterns of change have occurred over the last few years in the area of grants 

and contributions; 

 Any situation where an upper-limit on a grant or contribution has been exceeded; 

 Which individual transactions, or group of certain types of expenditure represent the 

more significant recipients of grants or contributions; 

 Whether there are certain transactions that appear to need more close scrutiny (such 

as transactions that appear as if the could represent duplicate payments, or where 

individual organisations, or types of organisations represent a significant level of 

expenditure); and 

 Whether different recipients or groups of organisations have the same mailing 

address (suggesting fictitious persons or organisations as recipients of grants or 

contributions; 

 Any unusual patterns of grants or contributions that might suggest the need for 

greater scrutiny. 

 

This analysis should be conducted using CAATs wherever possible. 

 

Compliance Testing 
 

Audit Objective: To determine whether there are appropriate internal controls in place 

relating to all areas examined in the audit. 

 

In updating the Audit Programme with regard to the internal controls, the auditor should refer 

to a flow chart (or process mapping) of all main systems involved in expenditures and 

controls relating to Grants-in-Aid and Contributions.  This system description should be 

updated in light of any changes in the accounting systems, procedures and policies and any 

changes in laws, regulations and rules relating to Grants-in-Aid and Contributions. 

 

The auditor should review the previous year’s findings relating to any weaknesses in the 

controls and make enquiries regarding any actions taken by management to correct these 

weaknesses.  Any claimed improvements need to be verified during the audit of the controls. 

 

The auditor should refer to the various authorities which describe the internal control 

procedures relating to Grants-in-Aid and Contributions, including: 
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 Accounting Policies and Procedures Manual: Section 4.12: Grants-in-Aid and 

Contributions 
 

Add (or substitute) appropriate paragraph for organisations with different or additional 

procedures relating to Grants-in-Aid and Contributions. 

 

The controls the auditor expects to be in place should include methods and procedures to 

ensure: 

 Adequate separation of duties 

 Proper authorisation of the grant or contribution 

 Clear criteria as to what / who is eligible under the programme 

 The provision of a grant/contribution and the allocation of funds to recipients is fair 

and equitable 

 Agreements are drawn up (or letters signed) that reflect the established terms and 

conditions for the grant or contribution 

 Payments are only made if the payment under the contribution has proper supporting 

documentation to support the amount claimed 

 Payments are properly authorised and recorded 

 Audits are carried out to ensure that funds were expended according to the terms and 

conditions / agreement under which the funding was provided 

 

See ICQ for Grants-in-Aid and Contributions:  

 

Substantive Testing 
 

Audit Objective: Substantive tests of Grants-in-Aid and Contributions fulfil three key audit 

objectives: 

 

(i) For the purposes of the financial attest audit of the financial statements of the 

government entity as a whole (or for certification  of the accounts of the self-accounting 

organisations), to determine whether all material information relating to the area of 

Grants-in-Aid and Contributions examined are reliable and are fairly presented in 

relation to the financial statements. 

 

(ii)  To determine whether, on the basis of the transactions examined (selecting a 

representative sample of all significant areas of Grants-in-Aid and Contributions within 

the audit entity), that the financial assertions comply with the following five 

considerations: 

 

 Existence and Occurrence 

 Completeness 

 Measurement 

 Regularity 

 Presentation and Disclosure 

 

(iii) To determine whether all activities and financial transactions examined comply with 

relevant laws and regulations (based on selection of all significant activities/transactions 

and a sample of the remainder) and on the basis of this audit work conclude on whether 

the relevant laws and regulations are being properly applied. 

 

(iv) To determine whether grants-in-aid and contributions are administered properly 
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(v) To determine whether sufficient and appropriate audit is carried out to assure funds are 

spent as intended  

 

For substantive testing, the auditor must be familiar with the relevant forms and registers 

applicable to Grants-in-Aid and Contributions; and where they are kept. 
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Grants-in-Aid and Contributions Audit Programme Steps 
 

Audit Entity:       Audit Period: 

Date(s) Conducted: 

Audit Objectives: 

To determine whether, on the basis of the transactions examined (selecting all significant 

and/or representative sample) that the financial assertions / transactions comply with the 

following five considerations: 

 

A. Existence and Occurrence 

B. Completeness 

C. Measurement 

D. Regularity 

E. Presentation and Disclosure 

 

To determine whether: 

 

F. Grants-in-aid and contributions are administered properly 

G. Sufficient and appropriate audit is carried out to assure funds are spent as intended  

 

Audit 

Obj. 

Audit Procedure Done 

By
76

: 

WP 

Ref
77

. 

A 

 
 

Existence and Occurrence 

1. Select a sample of transactions (as required for 
certification requirements / for purposes of testing 

controls / for additional substantive compliance testing) 

– if possible, this sample should focus on large 
transactions and a representative sample of rest; and 

include a sample of transactions close to year end  

2. For this sample of transactions, collect all related 
documentation (request for grant or contribution / letter 

of agreement / applicable authorisations / 

acknowledgement of receipt of monies {does this 

happen?}) and check entry in Grant Register (whatever 

this is called) and in general ledger  

3. Check payments of grant / contribution entered into 

ledger for correct year  
4. Confirm that the payment was made to correct payee by 

comparing information on cheque register with details 

on grant / contribution information 

5. Through CAATs or other means, identify in the records 
any situations of “identical” transactions and check 

whether two separate purposes for grant / contribution or 

whether contain cases of double payment to same 
recipient of grant / contribution.  Follow up on cause(s) 

of duplicate payments (including possibility of fraud). 

6. At least for large transactions and transactions close to 
year end, may decide to contact recipient of grant / 

contribution to obtain confirmation that the monies were 

spent on what was agreed to (if these are distant from 

  

                                                   
76 The name/initials of the auditor who undertook the work 
77 Cross referenced to the working papers that contain the supporting details. 
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site where conducting audit, may seek confirmation in 

writing from DDO or independent party) 

7. Review suspense account for uncleared payments or for 
inappropriate clearances 

 

B 

 
 

Completeness 

1. Reconcile total expenditures on grants / contributions 
with the amount recorded on the general ledger (if 

practical or use of CAAT available) 

2. Check that all grants / contributions recorded as issued in 
the year are charged against that year (if practical or use 

of CAAT available) 

3. Check for recently provided grants / contributions that 

payments are recorded and/or monies allocated for 
payment (particularly important if audit is conducted 

close to year end) 

 

  

C 

 

 

Measurement 

1. For a sample of contributions, check that payments under 

the agreement were fully supported by proper 

documentation (showing how monies were spent) 
2. Check that the calculations supporting payments under a 

contributions programme were accurate and included 

only allowable expenses under the agreement (and/or 
met the conditions and criteria laid out under the 

programme) 

3. Check also that any payment advances under the 
contribution agreement have been properly taken into 

account before additional payments made and 

correspondingly deducted from payment 

4. Check for any duplicate payments (see application of 
CAAT / analytical review under Analytical Review 

activity) 

 

  

D 

 

 

Regularity 

1. Check there has been proper authority to enter into the 

process of supplying the grants / contributions and that 

size of the grants / contributions is within the authority 
limit of the authorising officer (use of certification and 

authorisation register?) 

2. Ensure the expenditure is consistent with the nature of 
the appropriation to which it was charged - check for 

each in the sample, whether the particular grant / 

contribution is a correct expenditure against the budget 

(consistent with the object / appropriation / objectives of 
the programme). 

3. Check that in all major respects, the laws, regulations, 

rules and policies applying to the acquisition are 
complied with (need to include the relevant policies, 

rules, etc.) 

 
 

  

E 

 
Presentation and Disclosure 

1. Check that the grants / contribution payments are 
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correctly identified in the General Ledger under the 

correct Object and correctly coded according to the 

Chart of Accounts by checking for the sample of 
transactions that the payments have been correctly coded 

according to the Chart of Accounts codes. 

2. Check whether the respective managers responsible for 

the provision of grants / contributions and for the 
payments on grants / contributions receive timely reports 

from the General Ledger under the relevant Object 

Codes and that the information is presented in a way that 
it can be used by the responsible managers section. 

3. Check whether the managers reconcile the information in 

the accounting report with the grants / contributions 
payments made for the period reported. 

 

F Grants-in-aid and contributions are administered properly 

1. Review the procedures used for administering the 
programme, including: 

a) Information about the programme 

b) Application forms 
c) Criteria for qualifying / selecting 

d) Review committee (or other decision making body) 

e) Authorisation of awarding grant / contribution 

f) Documentation of rejection / letter of rejection  
g) Documents for making offer: conditions of funding 

(agreement / letter of offer) 

h) Acceptance by recipient of conditions of funding 
i) Basis of providing funds 

j) Authorisation of payments 

k) Reporting requirement (by recipient) 
2. Assessment of procedures as to whether they provide 

adequate controls over the programme 

3. For a sample of grants or contributions, determine 

whether they complied with the administrative 
procedures (provided that step 2 has concluded that the 

existing procedures are appropriate for administering the 

programme) 
4. By step 3 and by analytical methods, determine whether 

there are any anomalies (or transactions that require 

greater examination) amongst the grants / contributions 

5. Conclude whether there are adequate controls over the 
management of the funding programme and whether the 

approval process and financial payments processes are 

satisfactory 
 

  

G Sufficient and appropriate audit 

1. Examine: 

a) audit plans 
b) completed audits 

c) audit reports 

d) actions taken in response to audit findings and 
recommendations 

e) unresolved problems / issues  

2. Conclude whether audit coverage is sufficient and 
appropriate for the size of funding programme being 
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administered 

3. Conclude whether audit activities are assuring funds are 

spent as intended 
4. On the basis of steps H4 and H5, determine what areas of 

audit should be covered and conclude whether the audit 

coverage is adequate regarding these potential 

weaknesses in administration of funds 
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Audit of Manufacturing Operations 
 

This audit programme guide relates to the audit of manufacturing operations, including: 

 Estimating costs 

 Recording direct costs against work orders 

 Allocation of overheads 

 Tracking of work-in-progress (WIP) 

 

See also audit programme guides on inventory and stores. 

 

The emphasis of this audit programme guide is on the reliability and appropriateness of costs 

and financial information relating to manufacturing operations.  It does not address issues 

such as production control, efficiency, manufacturing methods, product quality and 

timeliness. 

 

Plan the Audit 
 

The importance of auditing manufacturing costs will depend on the impact of these 

operations on the presentation of financial information on production costs, the value of 

inventory carried on the books (which may include the value of WIP) and any presentation of 

profit/loss on individual product lines.  The accuracy of allocation of costs to products is 

particularly important where the price of a product is based on a formula such as the cost of 

production plus a % markup (which is sometimes used in determining how much the 

government pays for development projects {such as implementation of a computer system or 

the development of military equipment}).  

 

The auditor should invest time in developing an understanding of the production processes 

and the costing and production systems that support the development of financial information 

on operations.  Current knowledge will enable the auditor to adjust the Audit Programme as 

new processes, systems, controls and rules and regulations are implemented by the audit 

entity. 

 

Each year, in preparation for the audit, the Audit Programme should be developed, updating 

the previous audit programme where appropriate.  In particular, the auditor should record 

changes in the manufacturing organisation, changes in products and manufacturing processes 

(including any out-sourcing of work that was previously produced in-house, or vice-versa), 

etc.  Key inputs for planning the audit of manufacturing operations will include the physical 

location of the financial information and production records; and of the production facilities. 

 

Where this is not a first time audit, the auditor will review the audit file from the previous 

audit to review results of inquiries and tests to provide a basis for planning the current audit.  

 

Consider Potential Error Conditions 
 

In the area of manufacturing operations there are particular errors for which the auditor 

should check (often referred to as “Error Conditions”).  The Audit Programme guide 

identifies specific tests for the auditor to apply.  The auditor should consider whether there 

are additional error conditions for which tests should be derived. 
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Potential Error Conditions Audit Objectives 

Unreliable cost estimates Estimation of production 

costs 

Production (or work orders) not properly authorised Regularity / Proper 

authorisation of 

production activities 

Total allocated labour costs do not sum to total payroll costs Production costs fully 

accounted for 

Not all work orders for the period recorded Proper allocation of costs 

Scrap not properly accounted for Wastage / other losses 

properly controlled 

WIP not properly recorded Information on WIP 

properly recorded 

 

Analytical Review 
 

Audit Objective: To determine: 

 Whether total costs allocated to work orders adds up to payroll (adjusting for any 

mark up on labour rates and unallocated time) for a given period; 

 Difference between material used (i.e. changes in levels of material, including 

materials delivered during period) and amount of materials allocated to work orders 

(adjusting for any mark ups that might be included in cost of materials); 

 Where and how overheads are allocated (including production overheads, 

administrative overheads, etc.); 

 How the estimates of job costs compared to actual costs and how these varied by size 

of job, area of manufacture, etc.; 

 How WIP changes through the year and whether there are any seasonal patterns; 

 What changes in WIP at year end for last year compared to previous years; and 

 Whether WIP shown in financial statements equates to the WIP figures maintained in 

production records. 

 

The extent analytical methods can be applied to the data will depend on how records are kept 

and the availability of CAATs. 

 

Compliance Testing 
 

Audit Objective: To determine whether there are appropriate internal controls in place 

relating to all areas examined in the audit. 

 

In updating the Audit Programme with regard to the internal controls, the auditor should refer 

to a flow chart (or process mapping) of all main systems involved in expenditures and 

controls relating to manufacturing operations.  This system description should be updated in 

light of any changes in the production processes and accounting systems, procedures and 

policies and any changes in laws, regulations and rules relating to manufacturing operations. 

 

The auditor should review the previous year’s findings relating to any weaknesses in the 

controls and make enquiries regarding any actions taken by management to correct these 

weaknesses.  Any claimed improvements need to be verified during the audit of the controls. 
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The auditor should refer to the various authorities which describe the internal control 

procedures relating to: 

 Estimating production costs; 

 Authorising production; 

 Allocation of overheads; 

 Rates for charging production labour costs (i.e. how direct labour costs may be 

marked up when allocating them to particular work orders); 

 Controls over material losses and scrap; 

 Etc. 

 

Add (or substitute) appropriate paragraph for organisations with different or additional 

procedures relating to manufacturing operations. 

 

The controls the auditor expects to be in place should include methods and procedures to 

ensure: 

 

 Each job (or work order) has an associated cost estimate 

 No production job is started without proper approvals 

 Labour costs are accurately allocated to product lines (or individual products / jobs / 

batches) 

 Materials are tracked and material costs are allocated to product lines (or individual 

products / jobs / batches) 

 Appropriate procedures to allocate overhead to product lines (or individual products 

/ jobs / batches) 

 Production wastage / losses are properly tracked and controlled 

 Actual costs are compared to estimated costs and any significant deviations are 

explained 

 Timely, accurate and reliable information is obtained on value of WIP for 

presentation on the balance sheet of financial statements (where this information is 

part of the financial statements) 

 

See ICQ for Manufacturing Operations:  

 

Substantive Testing 
 

Audit Objective: Substantive tests of costs and financial information relating to 

manufacturing fulfil five key audit objectives: 

 

(i) To determine whether, on the basis of the transactions examined (selecting all significant 

and/or representative sample) that the costs and financial information relating to 

manufacturing operations are reliable and fairly presented, with regard to: 

 The estimating of product costs; and 

 Proper allocation of production costs (labour, materials and overheads) to product 

lines (or individual products / jobs / batches). 

 

(ii) To determine whether all activities and financial transactions examined comply with 

relevant laws and regulations (based on selection of all significant activities/transactions 

and a sample of the remainder) and on the basis of this audit work conclude on whether 

the relevant laws and regulations are being properly applied. 

 



   Execution File 248 

(iii) To determine by analytical methods, and by other means, whether production costs are 

fully accounted for, and properly recorded 

 

(iv) To determine whether wastage and other losses are properly controlled. 

 

(v) To determine whether financial information on WIP is properly captured and reflected 

correctly in financial statements (where the financial statements include an entry on the 

value of WIP) 

 

For substantive testing, the auditor must be familiar with the relevant forms and registers 

applicable to accounts and costing systems and procedures relating to manufacturing 

operations; and where they are kept. 
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Manufacturing Operations Audit Programme Steps 
 

Audit Entity:       Audit Period: 

Date(s) Conducted: 

Audit Objectives: 

To determine whether, on the basis of the transactions examined (selecting all significant 

and/or representative sample) that the costs and financial information relating to 

manufacturing operations are reliable and fairly presented, with regard to: 

A. The estimation of product costs; 

B. Proper authorisation of production activities; 

C. Proper allocation of direct production costs (labour, materials); and 

D. Proper allocation of overhead costs to product lines (or individual products / jobs / 

batches). 

 

To determine whether: 

 

E. All activities and financial transactions examined comply with relevant laws and 

regulations (based on selection of all significant activities/transactions and a sample 

of the remainder) and on the basis of this audit work conclude on whether the 

relevant laws and regulations are being properly applied; 

F. By analytical methods, and by other means, production costs are fully accounted for, 

and properly recorded; 

G. Wastage and other losses are properly controlled; and 

H. Financial information on WIP is properly captured and reflected correctly in financial 

statements (where the financial statements include an entry on the value of WIP). 

 

Audit 

Obj. 

Audit Procedure Done 

By
78

: 

WP 

Ref
79

. 

A Proper estimation of product costs (or work orders) 

1. Take a sample of major work orders (It is easier if the same 

sample is taken for audit objective A as for audit objectives 

C and D) 
2. Check that estimates had been produced and that the 

estimates are based on a sufficient breakdown of the tasks 

as to be able to provide an appropriately accurate estimate. 
3. Compare the estimates with the actual  – both in terms of 

the steps (or tasks) carried out and the related costs and 

conclude whether the estimates were reasonable 
(recognising that frequently conducted tasks are much 

easier to estimate than a task that has not been performed 

before) 

4. Follow up on any apparently serious inaccuracies in 
estimates and determine reason for differences between 

estimate and actual 

 

  

B Proper authorisation of production activities 

1. Examine the production control procedures and directives 

regarding shop production authorisations 

2. Conclude whether these provide appropriate controls 

  

                                                   
78 The name/initials of the auditor who undertook the work 
79 Cross referenced to the working papers that contain the supporting details. 
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3. Take a sample of major work orders (using the sample for 

audit objective A) and check whether there is evidence on 

file that these were properly authorised before production 
activities were started, checking that: 

a) The production item was identified in the budget (or 

in a commercial context, that it was in response to a 

request from “sales” or there was a customer invoice, 
or was for inventory replenishment); 

b) There were clearly specified requirements (quantity / 

manufacturing “specs” / completion date); 
c) Contained an estimated cost (or specified labour and 

materials requirements); 

d) Signed authorisation; and 
e) The cost was within the authority of the authorising 

officer. 

4. Check that the actual cost of the production was still within 

the authority level of the person authorising the production 
5. Identify any irregularities or anomalies and follow up 

 

C 
 

 

 

 
 

 

 
 

 

 
 

Proper allocation of direct costs to product lines (or work 

orders) 

1. Take a sample of major work orders (It is easier if the same 

sample is taken for audit objectives C and D as for audit 

objective A) 
2. Check that every task has an allocated time against it (or 

evidence that the particular step was omitted from the 

production process) and compare it against the estimate for 
the work 

3. Follow up on any unusual times / costs or other questions 

that my arise  
4. Check that the identified material and/ or component parts 

have been recorded and at the appropriate cost 

5. Compare material quantities and costs against the estimate 

for the work 
6. Follow up on any unusual material quantities / costs / 

component parts / other questions that the auditor my raise 

(Note: production personnel may try to bury production 
losses/ thefts by allocating them to a particular work order 

which did not require the materials so allocated) 

 

  

D 
 

 

Proper allocation of overhead to product lines (or work 

orders) 

1. Examine the policies, procedures and directives relating to 

the allocation of overheads 
Note: the allocation of overheads can be through very 

detailed tracking of the costs or through a simple formula 

(usually taking the form of direct cost multiplied by a factor 

(such as 1.5 or 2 times) to cover the costs of the overheads.  
Periodic analysis of costs can help to decide on the most 

appropriate mark-up rate and whether the rate should be the 

same for all products or different for different categories of 
products.  

2. Conclude whether the policies, procedures and directives 

are appropriate for the type and size of operation 
Note: the way overhead is allocated to individual product 
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lines can significantly affect the apparent profitability of the 

particular product.  If heavy expenses incurred for a 

particular product (especially, for example, the costs of 
product development) are allocated across all products rather 

than against the individual product, other products appear 

less profitable and the serious losses incurred on the 

individual product can go undetected. 
3. Take a sample of major work orders (using the sample for 

audit objective A) and check whether the allocation of 

overhead is according to the policies and procedures 
4. Check that the calculations are accurate 

5. Follow up on any anomalies or errors 

 

E 
 

 

Regularity: procedures and transactions against relevant 

laws, regulations and administrative and operating rules 

1. Refer to audit objective A, that the production activity was 

properly authorised, the need was clearly identified and that 
the item(s) was covered in the budget (the Pink Book in 

Railways) 

2. Where it is required that the estimated internal production 
costs should be compared with the cost of out-sourcing, 

check that there is evidence that this has been done (and 

realistic and genuine quotes obtained)  

3. Check what regulations and rules apply to the production 
functions. 

4. Ensure that these regulations and rules are reflected in 

production procedures and directives and, for the sample 
examined, check that these were complied with  

 

Health and Safety: As part of the audit coverage, the auditor 
might wish to include a check that industrial safety laws are 

being met: 

a) Obtain relevant health and safety regulations for 

particular manufacturing functions; 
b) Determine if these are prominently exhibited and/or 

distributed to employees; 

c) Identify what safety training is provided employees; 
d) Enquire if there is an active Health and Safety 

Committee  

e) Examine minutes of the Committee  

f) Obtain safety records and compare with industry 
norms (loss of time due to job related injury / injuries 

/ deaths) 

g) Check that the safety requirements are being 
followed (such as wearing head protection, fire 

extinguisher inspections up to date, etc.) 

Include for Railways: railway safety coverage including 
equipment checks, rules applying to track maintenance crews, 

etc. 

Include for WAPTA: safety procedures for pole maintenance, 

shut down procedures for line maintenance and adding new 
lines; etc. 

 

  

F 
 

Production costs fully accounted for / properly recorded 
1. Check that total shop floor labour costs are fully allocated 
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to product lines (as direct costs or as overhead allocated 

costs) 

2. Where overhead costs (indirect production costs and 
administrative costs) are recovered by the use of a mark up 

on direct labour costs (and/or on material costs), determine 

whether there are regular calculations of “profit/loss” on 

the production function (i.e. how does the total “value 
earned” from production in the periods compare with the 

total production costs and any administrative costs that are 

supported by production “value earned” during the same 
periods) 

3. Determine how much of the labour costs are allocated as 

overhead rather than direct costs (too much time allocated 
to overhead would suggest low utilisation of labour and 

poor production controls, and/or underutilisation of 

facilities80) 

4. Reconcile total material costs (of material consumed during 
period) with allocated material costs to product lines (or 

work orders) produced during the period (allowing for 

reasonable wastage) 
5. For a sample of work orders, or other transactions, check 

that the information on the work order, or other production 

record, can be traced to a shop accounts record and/or the 
financial accounts (such as general ledger) – (Note: the 

financial accounting system may keep track of work order, 

or other production, cost information OR only keep track of 

payroll, acquisition of goods and services and other costs 
but not keep track of the allocation of these costs to the 

individual production tasks.) 

 

G Wastage and other losses are properly controlled 

1. Review the quality assurance programme and examine 

quality control practices 

2. Determine if these quality control checks are working 
properly and are picking up production problems as they 

occur rather than at the end of the production process 

4. Examine the procedures and directives regarding the 
tracking and recording of scrap, production wastage and 

losses during the production process and the authorisation 

for the reworking / replacement of the damaged / lost 

products 
5. Conclude whether these provide appropriate controls 

6. Examine records / reports on scrap and note whether losses 

are being controlled (e.g. where there are standards for an 
acceptable level of wastage, note if quality levels are within 

an acceptable range) 

7. Determine how financial records are adjusted when WIP 
gets scrapped, or re-worked and conclude if the resulting 

financial information is appropriate and reliable 

 

  

H Timely, accurate and reliable information on WIP 
1. Examine the production accounting systems and determine 

  

                                                   
80 Under utilisation of particular production functions, such as foundry, might suggest that management 

should consider out-sourcing the function 
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how WIP is recorded (if it is recorded) and how the 

information is captured and entered into the records. 

2. Conclude whether these procedures are appropriate for 
capturing the value of WIP as the work orders / products 

proceed through the production facilities and as they are 

held in storage as inventory (temporarily as a product 

component or unfinished product) 
3. Take a sample of incomplete work orders and check 

whether the WIP value shown on the production document 

is reflected accurately, and in a timely manner, in the shop 
floor accounts or in the financial accounting system (Note: 

the Chart of Accounts under NAM do not appear to have a 

code for recording WIP as assets) 
4. Conclude whether the accounting of WIP is reliable 

5. Check the year end figures in the shop floor accounting 

system and/or in the financial accounting system and 

confirm that these figures are consistent with the WIP as 
shown as assets on the balance sheet of the financial 

statements (where the financial statements report the value 

of WIP) 
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Audit of Land and Buildings Management 
 

This section relates to the audit of the acquisition, management and disposal of land and 

buildings.  This audit programme guide is an alternative audit programme guide to that for 

“Assets – Major Assets”.  They are basically similar guides, except this one emphasises 

particular considerations applicable to land and building. 

 

Plan the Audit 
 

This audit programme guide is meant to be used where the entity has a significant amount of 

land and/or buildings and/or issues have arisen with regard to the acquisition, use or disposal 

of land and/or buildings. 

 

As with any major asset, the main concerns regarding land and buildings are: 

 

 The safeguarding of assets; 

 The correct classification and recording of assets; 

 The depreciation of assets (for buildings but NOT for land) – where an accrual 

accounting approach is taken; 

 The proper entry of capital cost allowance and asset value in the financial accounts 

(for organisations that utilise accrual accounting); 

 The maintenance and condition of assets; 

 The utilisation of assets; and 

 Asset disposal. 

 

In addition, in the case of land, major concerns can include: 

 

 Proper procedures in selecting and acquiring land; 

 Maintaining a proper registry of land holdings; 

 Assessment of land needs; 

 Proper title to lands (especially prior to any investment in improvements, such as the 

construction of buildings on the property); and 

 Disposal of lands surplus to needs. 

 

In addition, in the case of buildings, major concerns can include: 

 

 Decision whether to buy / build / rent; 

 Best use of buildings (whether owner operated or leased out); 

 In particular any buildings left unused or under-used; and 

 Long-term accommodation planning. 

 

See also the audit programme guides on the acquisition of capital assets (“Expenditures – 

Goods and Services” and “Expenditures – Contracting”). 

 

Plan the Audit 
 

The amount of audit effort on land and buildings will depend on whether the proportion of an 

audit entity’s expenditures and/or asset holdings relating to land and/or buildings is 

significant.  This consideration should relate both to financial audit for certification and to 

Compliance. 
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Each year, in preparation for the audit, the Audit Programme should be developed, updating 

the previous audit programme where appropriate.  The auditor needs to be aware of changes 

in the amount of land / buildings and any changes in the use of the land / buildings, such as a 

major increase in the needs for the land / buildings or significant change in the use of some of 

the land / buildings (such as the close-down of part of the organisation’s activities). 

 

For any audit work regarding the accounting of land / buildings on an accrual accounting 

basis, the auditor is referred to the audit programme guide on “Assets – Major Assets”, Part 

II: Accrual Accounting Audit Guide, which provides additional audit testing applicable to an 

organisation who’s accounts are kept on an accrual accounting basis. 

 

Consider Potential Error Conditions 
 

In the area of land and buildings there are particular concerns that the auditor may wish to 

check in order to safeguard against their occurrence (often referred to as “Error Conditions”). 

 

Potential Error Conditions Audit Objectives 

Land/buildings not properly classified and recorded Occurrence 

Land / building not properly or fully owned Ownership 

Transactions incorrectly posted to ledger as capital 

transactions81 

Disclosure 

Discrepancies between the physical existence of land / 

buildings and the records (never entered / buildings removed / 

incorrectly classified) 

Occurrence / 

Completeness 

Incomplete/inaccurate records Occurrence 

Value in Fixed Assets Register not the same as purchase price Measurement 

Land / buildings not properly safeguarded Safeguarding of Assets 

Land / buildings removed from records when not properly 

disposed of 

Occurrence / Disposal 

Disposed land / buildings not removed from records Occurrence / Disposal 

Land / buildings that should be disposed of (underutilised / 

inappropriately utilised / not utilised or abandoned) not 

disposed of 

Disposal 

Sale of land / buildings below true value (e.g. land sold at 

book value) 

Disposal 

 

 

                                                   
81 Categorising expenditures on buildings as either maintenance expenses or as capital improvements can 

be open to different interpretations. 
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Analytical Review 
 

Audit Objective: To determine: 

 

 Which categories of properties account for the most money tied up in assets; 

 Changes in the mix of assets over recent years (to assist in deciding which 

categories of assets to include in the audit and possibly also which property 

purchases to examine); 

 Distribution of properties by location (to assist in deciding which locations to visit 

for audit purposes); and 

 Any anomalies that might trigger the need for follow-up audit effort. 

 

Also, the auditor can apply useful tests to determine whether the Fixed Assets Register (or 

registry of land holdings) is complete and reliable: 

 

 Examine Fixed Assets Register (or a registry of land holdings) for incomplete records 

or unrealistic values / dates / etc. 

 Sum the total value of land / buildings in Fixed Assets Register and compare with the 

value one year earlier.  Then check this difference with the sum of expenditures 

minus the sum of sales during the period.  Any anomalies would indicate possible 

errors in the assets records. 

 Compare prices of similar categories of land / buildings and identify any anomalies – 

suggesting either inaccurate records or possibly too much paid for certain land / 

buildings. 

 

Compliance Testing 
 

Audit Objective: To determine whether there are appropriate internal controls in place 

relating to all areas examined in the audit. 

 

In updating the Audit Programme with regard to the internal controls, the auditor should refer 

to a flow chart (or process mapping) of all main systems involved in expenditures and 

controls relating to the acquisition, recording, safeguarding and disposal of land / buildings.  

This system description should be updated in light of any changes in the accounting systems, 

procedures and policies and any changes in laws, regulations and rules relating to land / 

buildings. 

 

The auditor should review the previous year’s findings relating to any weaknesses in the 

controls and make enquiries regarding any actions taken by management to correct these 

weaknesses.  Any claimed improvements need to be verified during the audit of the controls. 

 

Where the New Accounting System (NAM) has been implemented, the auditor should refer 

to the Accounting Policies and Procedures Manual: 

 

 Particularly relating to Section 13.4: Fixed Assets Management 

 And Section 13.5: General Policies or Disposal of Fixed Asserts 

 And Section 13.6: Accounting for Proceeds from Disposals 

 

For compliance purposes, the auditor should refer to any other applicable regulations and 

procedures manuals. 
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Add reference to relevant manuals and also add (or substitute) appropriate paragraph for 

organisations with different or additional procedures relating to the management of land / 

buildings. 
 

The controls the auditor expects to be in place should include methods and procedures to 

ensure: 
 

 Adequate separation of duties for the key functions performed in the maintenance of 

land / building records and the safeguarding of land / buildings; 

 The safeguarding of land / buildings; 

 All land / buildings are maintained in appropriate condition; 

 Land / buildings are properly utilised and information on the use of the land / 

buildings is maintained;  

 Any land / buildings that are of no further use to the organisation (or inappropriately 

used, not utilised or abandoned) are disposed of;  

 All sales of land / buildings are properly authorised; and 

 All land / buildings (referred to as “Fixed Assets”), and changes to the inventory of 

land / buildings, are correctly, accurately and timely reflected in the Fixed Assets 

Register. 
 

See ICQ for Land and Buildings:  
 

Substantive Testing 
 

Audit Objective: Substantive tests fulfil three audit objectives: 
 

(i) To determine whether, on the basis of the transactions examined (selecting a 

representative sample of all significant areas of xx   within the audit entity), that the 

financial assertions comply with the following five considerations: 

 

 Existence and Occurrence 

 Completeness 

 Measurement 

 Regularity 

 Presentation and Disclosure 

 

(ii) To determine whether all activities and financial transactions examined comply with 

relevant laws and regulations (based on selection of all significant activities / transaction 

and a sample of the remainder) and on the basis of this audit work conclude on whether 

the relevant laws and regulations are being properly applied. 

 

(iii) To determine whether the organisation has clear ownership of land / buildings and that 

the acquisition and disposal of land / buildings is properly managed. 

 

For substantive testing, the auditor must be familiar with the relevant forms and registers 

applicable to major assets; and where they are kept.  These include: 

 

 Fixed Assets Register (Form 13A); 

 Fixed Assets Form for any claim voucher relating to expenditures on fixed assets 

(Form 13B) 

 Quarterly report on Fixed Assets Register (according to Section 2.2.7 of FRM) 
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Land and Buildings Audit Programme Steps 
 

Audit Entity:       Audit Period: 

Date(s) Conducted: 

Audit Objectives: 

To determine whether, on the basis of the transactions examined (selecting all significant 

and/or representative sample) that the financial assertions / transactions comply with the 

following five considerations: 

 

A. Existence and Occurrence 

B. Completeness 

C. Measurement 

D. Regularity 

E. Presentation and Disclosure 

 

To determine whether: 

 

F. There is clear ownership of land / buildings; 

G. Decisions whether to buy / construct / lease are based on sound economic analysis; 

H. Land and/or buildings are appropriately valued; 

I. Land and/or buildings are acquired at a fair price; 

J. Land is expropriated only when fully justified and correct legal procedures are 

followed; 

K. Buildings are maintained in good operating condition; and 

L. Unused or under-used land and/or buildings are periodically reviewed and properly 

disposed of. 

 

Audit 

Obj. 

Audit Procedure Done 

By
82

: 

WP 

Ref
83

. 

A 

 

 

 
 

 

 
 

 

 
 

 

Existence and occurrence 

1. Check for a sample selected out of the Fixed Assets 

Register that the land / buildings physically exist and that 

they comply with the information in the Register regarding 
location, asset identification number, description, 

classification, and other relevant information. 

2. Check from physical inspection of a sample of land / 
buildings that they are entered into the Register and that the 

information about them is accurate. 

3. Check for a sample of expenditures (identified in General 
Ledger) on new construction and/or major renovation 

projects that they have been recorded correctly in the Fixed 

Assets Ledger and that there is evidence on site that such 

expenditures occurred and are commensurate with the 
physical structure(s) observed, and in accordance with the 

location and other information in the Ledger, and that the 

buildings or other facilities are operational and being used. 
4. For any facilities still not in an operating state, or non-

commissioned, determine reasons for non-functional state. 

 

  

                                                   
82 The name/initials of the auditor who undertook the work 
83 Cross referenced to the working papers that contain the details on which the auditor has formed an 

opinion about the controls. 
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B 

 

 

Completeness 

Note: If previous audits have been able to determine the 

completeness of the listing of land / buildings at that time, the 
auditor may be able to focus only on changes to the inventory 

of land / buildings, and asset records, since the time of the 

previous audit.  (Although, the condition of buildings could 

have changed and land may have been encroached upon in the 
interim.) 

1. On the basis of tests 1 and 2 above, conclude whether the 

listed land / buildings exist and whether existing land / 
buildings are recorded on the Fixed Asset Register. 

2. In addition, check specifically all, or a sample of, land / 

buildings added (purchased, constructed or transferred in 
ownership) or removed (sold, or ownership transferred) 

during the year (or period covered by the audit).  Again, 

check that the records (both in the Register and in the 

General Ledger) correspond with physical existence. 
3. Select a sample of land / buildings deleted out of the Fixed 

Asset Register and verify that they have been properly sold 

or alternatively transferred out. 
4. For these, check: authorisation; revenue compared to an 

estimate of their value (see Step H below); proper 

documentation. 
5. And confirm that land / buildings were properly recorded, 

and responsibility for their safeguarding undertaken, by the 

organisations to which they were transferred. 

6. For any revenue, check that this was properly recorded in 
the General Ledger, or other account. 

7. Review periodic reconciliations of the Fixed Assets 

Register with the general ledger (particularly with regard to 
additions/removals)  

 

  

C 

 
 

Measurement 

1. For the sample of purchased land / buildings during period 
audited, check that the price listed in the Fixed Assets 

Register is the same as the purchase price84 and check 

against supporting documentation. 
2. For items transferred in or transferred out, check whether 

any transfer payments were made and if so whether for an 

appropriate amount. 

3. For valuation, or revaluation of assets, see section of Audit 
Programme Guide for Major Assets relating to accrual 

accounting. 

 

  

D 

 

 

Regularity 

1. Check for the sample of land / buildings that the following 

requirements outlined in 13.4 (recording of fixed assets; 

13.5 (disposal of fixed assets); and 13.6 (accounting for the 
proceeds from sale of fixed assets) of the Accounting 

Policies and Procedures Manual (NAM) have been 

complied with 

  

                                                   
84 Plus other costs that should be amortised (such as installation and commissioning costs) but excluding 

indirect costs such as interest, administrative overhead, etc. (see section 10.3.3 Recognition of project 

expenditure of Accounting Policies and Procedures Manual  under NAM) 
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2. Check that the quarterly report on Fixed Assets Register as 

required by 2.2.7 of the FRM is produced in a timely 

manner. 
3. Ensure that any expropriation of lands have been in 

compliance with the law 

4. Where applicable, check that any laws / regulations 

regarding environmental surveys, environmental conditions, 
etc. are fully met in the acquisition / use of land and in the 

construction / use of facilities that could impact on the 

environment (see Audit Guidelines for the Environment 
Audit) 

 

E 

 
 

 

Presentation and disclosure 

1. For the sample of land / buildings, check that they are 
correctly identified in the Fixed Assets Register under the 

correct Object and correctly coded according to the Chart of 

Accounts by checking for the sample of transactions that 
the payments have been correctly coded according to the 

Chart of Accounts codes. 

2. Check whether the manager(s) responsible for land / 
building management receive(s) regular reports from the 

Fixed Assets Register under the relevant Object Codes and 

that the information is presented in a way that it can be used 

by the responsible managers section. 
3. Check whether the manager(s) reconcile the changes in the 

Fixed Assets Register with the acquisitions and disposals of 

land / buildings for the period reported. 
 

  

F Ownership 

For land / buildings examined, check, where appropriate, that 

the government has clear ownership and title to the building / 
land.  {This check is more likely to be important for any 

construction on lands where the government may not have 

clear ownership of the land – particularly in the case of new 
road construction.} 

 

  

G Buy / lease / build 

1. For a sample of recent acquisitions, constructions and/or 
leasing arrangements, check whether the government / audit 

entity had conducted a thorough and professional analysis 

of the buy / lease / build options 
{Note: usually the build to lease arrangement with a private 

property owner is the least attractive arrangement for the 

government.  Whether to lease existing facilities or build 

depends on the market conditions – low cost accommodation 
can be obtained when there is low occupancy in the 

commercial market.} 

{Note: the government should have a sound knowledge of its 
overall accommodation and future accommodation needs, as 

well as a knowledge of the private sector office 

accommodation market before embarking on buying / 
building general office space} 

2. Where this analysis was conducted, check whether the best 

option identified was subsequently adopted 
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H Proper valuation 

1. From a sample of lands / buildings taken from the Asset 

Register, and/or a sample of lands / buildings recently 
acquired and/or sold, determine how the properties were 

valued and conclude whether these were appropriately 

valued 

{Note: proper valuation of land or buildings can be carried out 
in one or more of the following methods: 

a) Market value (based on a survey of recent similar 

properties sold on open market); 
b) Best use (the income that could be generated by 

renting / operating in the most economically 

beneficial manner); and/or 
c) Replacement value.} 

{Note: There should be an independent valuation (preferably 

three independent valuations) of the property before 

acquisition / sale of the property} 
{Note: Since land is not depreciated on the books and 

buildings are carried at below purchase price (or construction 

cost) if subject to depreciation, the real value of land and 
buildings is usually far in excess of the book value} 

 

  

I Acquisition 

1. For a sample of lands and/or buildings recently acquired, 
check if there was a clear identification of specific need 

(such as part of a long-term plan for facilities and 

properties) 
2. Determine whether there had been a short-list of potential 

properties from which to select 

3. Examine what analysis had been done to determine which 
option to acquire (such as a cost-benefit or analysis of 

prices) and whether any negotiations had taken place 

4. Ensure that there is clear title to the property and right of 

access and that an environmental analysis had been 
undertaken where appropriate (see Audit Guidelines for 

Environment Audit)  

5. Check whether these were acquired at a fair price 
6. In particular, apply Step H above  

7. The auditor might wish to conduct also the following 

analysis: 

a) for any properties acquired in a given period, check 
whether any of these properties had changed hands 

within the previous two or three years; 

b) where this had happened, compare the price with that 
paid by the government; 

c) in any cases where the differences in the prices were 

substantial (well in excess of the inflation in the value 
of properties in the area), investigate the possible 

explanations 

 

  

J Proper process for appropriation 
1. For any cases examined where land or other property had 

been expropriated, check that the expropriation action was 

fully justified 
2. For any properties expropriated, check that the purpose of 

  



   Execution File 262 

the expropriation was subsequently still valid (i.e. there 

was no change in the use of the property in relation to the 

basis of the expropriation and that the project for which 
the property was expropriated was still being pursued)  

3. Check that correct legal procedures were followed 

4. Check whether the government has been subsequently 

subject to legal actions and if so obtain the likely 
liabilities resulting from the impending legal actions 

 

K Maintenance and operation of buildings and land 
1. For a sample properties, check whether the Fixed Asset 

Register, or a land / buildings register, maintains current 

information on the condition / use / utilisation of the 

properties 
2. Conduct a physical inspection of the properties, or 

perhaps a sample of the more accessible properties, and 

determine whether the properties are well maintained 
(especially the condition of unused / only occasionally 

used buildings) 

3. Where the properties are not occupied, and especially 
where deterioration is evident, determine what actions are 

being considered 

4. Assess whether, in those cases where there is inadequate 

maintenance, the property value is at risk  
 

  

L Review and disposal of surplus land / buildings 

1. Determine whether there is a practice in place to 
periodically review unused or under-used land and/or 

buildings as to whether they should be kept, used for other 

purposes or disposed of 

2. Take a sample of land / buildings recently disposed of and 
check: 

a) Whether a long-term analysis of the organisations land 

/ building needs had been conducted before the 
decision to dispose of land / buildings 

b) Whether proper authority was obtained to dispose of 

the land / buildings 
c) That an appropriate price was obtained (either by a 

competitive bid process or by benchmarking the value 

of the land / buildings before determining the price – 

see Step H above) 
d) Where possible, compare prices obtained for similar 

land / building and investigate any land / buildings 

apparently sold below value  
3. The auditor might wish to conduct also the following 

analysis: 

a) for a sample of properties acquired a few years before 

the time of the audit, check whether any of these 
properties have subsequently changed hands; 

b) where this had happened, compare the price with that 

paid by the government; 
c) in any cases where the differences in the prices were 

substantial (well in excess of the inflation in the value 

of properties in the area), investigate the possible 
explanations 
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Audit of Inter-Entity Transfers 
 

This audit programme guide addresses the audit of “Inter-Entity Transfers” (including in 

particular Inter-Governmental Transfers such as between the Federal and Provincial 

governments) relating to the applicable legislation, transfer processes and accounting of the 

transfers. 

 

The process involves the use of exchange accounts (for the settlement of transactions 

between different central account circles, namely civil, defence, post and telephone 

departments).  Settlement Accounts are for inter-government adjustments consisting of 

accounting of inter-provincial suspense and adjusting account between central and provincial 

governments. 

 

Plan the Audit 
 

This audit is best carried out through cooperation between audit teams (e.g. an audit team 

within the Federal Audit – and including Revenue Audit - and audit team(s) within Provincial 

Audits working together) so that transfers from federal finance can be tracked to (and 

matched with) the receipt by the province.  This is likely a better way of conducting the audit 

than requesting formal confirmation from the responsible accounting officers within the 

provinces. 

 

The amount of effort to be dedicated to inter-entity transfers will depend on the materiality of 

the value of such transfers to the audit entity (for certification purposes) and on the risks and 

significance associated with transfers (for compliance purposes).  See relevant sections of the 

Audit Manual relating to Financial Audit, and Compliance Audit for more discussion of this. 

 

The auditor should invest time in developing a knowledge of the inter-entity transfers and the 

systems that support transfer activities.  Current knowledge will enable the auditor to adjust 

the Audit Programme as new processes, systems, controls and rules and regulations are 

implemented by the audit entity. 

 

Each year, in preparation for the audit, the Audit Programme should be developed, updating 

the previous audit programme where appropriate.  In particular, the auditor should record 

changes in budget figures (and/or any applicable formulae), payment arrangements, 

agreements of inter-governmental financial committees, etc. 

 

Where this is not a first time audit, the auditor will review the audit file from the previous 

audit to review results of inquiries and tests to provide a basis for planning the current audit.  

 

Consider Potential Error Conditions 
 

In the area of transfers there are particular errors for which the auditor should check (often 

referred to as “Error Conditions”).  The Audit Programme guide identifies specific tests for 

the auditor to apply.  The auditor should consider whether there are additional error 

conditions for which tests should be derived. 

 

Potential Error Conditions Audit Objectives 

Incorrect calculation of amount transferred Measurement 

Amounts paid inconsistent with legislation and/or 

agreements 

Regularity 
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Exchange transactions are not supported by detailed 

vouchers or cheques 

Existence 

Discrepancies between debit/credit entries in accounts 

offices and registers maintained by State Bank 

Existence, Completeness 

Payment not recorded as an expenditure Existence, Completeness 

Payment not recorded as a receipt Existence, Completeness 

Payments not recorded properly (not properly classified) Presentation and 

Disclosure 

 

Analytical Review 
 

Audit Objective: To determine: 

 Whether the total amounts transferred out equal the total amounts received; 

 Whether all transfers out can be matched with all individual transfers received and 

that each transaction (in and out) has been entered in the appropriate financial period; 

 Whether the amounts transferred are consistent with the prescribed formulae for the 

payments  

 

Compliance Testing 
 

Audit Objective: To determine whether there are appropriate internal controls in place 

relating to all areas examined in the audit. 

 

In updating the Audit Programme with regard to the internal controls, the auditor should refer 

to a flow chart (or process mapping) of all main systems involved in expenditures and 

controls relating to transfer payments.  This system description should be updated in light of 

any changes in the accounting systems, procedures and policies and any changes in laws, 

regulations and rules relating to transfer payments. 

 

The auditor should review the previous year’s findings relating to any weaknesses in the 

controls and make enquiries regarding any actions taken by management to correct these 

weaknesses.  Any claimed improvements need to be verified during the audit of the controls. 

 

The auditor should refer to the various authorities which describe the internal control 

procedures relating to transfers, including: 

 

 Accounting Policies and Procedures Manual: Section 12: Transactions Between 

Government Entities  

 In particular, refer to key internal controls defined in 12.5.1.4 of APPM; and 

 Refer to requirement for bank reconciliation to be carried out to control complete and 

accurate transfer of funds between entities with different back accounts – 12.5.9.2 of 

APPM 

 Account Code Volume-IV, General Procedures or Exchange Accounts: 

o Chapter 7; and 

o Chapter-8: Inter-Government Adjustments of Account 

 

Add (or substitute) appropriate paragraph for organisations with different or additional 

procedures relating to transfer payments. 

 

The controls the auditor expects to be in place should include methods and procedures to 

ensure: 
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 Adequate separation of duties for the major functions involved in the transfer of 

funds 

 Proper authorisation of the transfer payment 

 Funds are available before the transfer of the monies is authorised 

 Agreements are drawn up (or letters signed) that reflect the established terms and 

conditions for the grant or contribution 

 Payments are only made if there is proper supporting documentation for the transfer 

 Payments are properly authorised and recorded 

 

See ICQ for Inter-Entity Transfers:  

 

Substantive Testing 
 

Audit Objective: Substantive tests of transfer payments fulfil three key audit objectives: 

 

(i) For the purposes of the financial attest audit of the financial statements of the 

government entity as a whole (or for certification  of the accounts of the self-accounting 

organisations), to determine whether all material information relating to the area of xx 

examined are reliable and are fairly presented in relation to the financial statements. 

 

(ii)  To determine whether, on the basis of the transactions examined (selecting a 

representative sample of all significant areas of transfer payments within the audit 

entity), that the financial assertions comply with the following five considerations: 

 

 Existence and Occurrence 

 Completeness 

 Measurement 

 Regularity 

 Presentation and Disclosure 

 

(iii) To determine whether all activities and financial transactions examined comply with 

relevant laws and regulations (based on selection of all significant activities/transactions 

and a sample of the remainder) and on the basis of this audit work conclude on whether 

the relevant laws and regulations are being properly applied. 

 

For substantive testing, the auditor must be familiar with the inter-entity transfer mechanisms 

including the role of the monthly Clearing House Meetings within the Accountant General 

Pakistan Revenue, Islamabad); the relevant forms and registers applicable to inter-entity 

transfers; and where they are kept. 
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Inter-Entity Transfers Audit Programme Steps 

 

Audit Entity:       Audit Period: 

Date(s) Conducted: 

Audit Objectives: 

To determine whether, on the basis of the transactions examined (selecting all significant 

and/or representative sample) that the financial assertions / transactions comply with the 

following five considerations: 

 

A. Existence and Occurrence 

B. Completeness 

C. Measurement 

D. Regularity 

E. Presentation and Disclosure 

 

Audit 

Obj. 

Audit Procedure Done 

By
85

: 

WP 

Ref
86

. 

A 

 

 
 

 

 

 
 

 

 
 

 

Existence and Occurrence 

1. Obtain from the entity a schedule of inter-

entity/government accounts showing separately for the 
current and previous year: 

a) Receivable from/payable to other department/ section 

within the entity 

b) Receivable from/payable to other government entities/ 
departments/self accounting entities/exempt entities. 

2. Agree all amounts to the general ledger. 

3. Obtain monthly reconciliations of inter-entity/government 
transactions/exchange and settlement accounts between 

AGPR/Accountant General and CAO/DAO, and 

investigate/analyse unusual reconciling items and 
differences. 

4. Select a sample of transactions (as required for certification 

requirements / for purposes of testing controls / for 

additional substantive compliance testing) – if possible, this 
sample should focus on large transactions and a 

representative sample of rest; and include a sample of 

transactions close to year end  
5. For this sample of transactions, collect all related 

documentation (inter-entity transaction form / relevant 

invoice / notification to SBP via Accountant General’s 

office) and check complete 
6. Through CAATs or other means, identify in the records any 

situations of “identical” transactions and check whether 

transfer transaction entered as a duplicate 
7. Ensure that an entity did not occur in the exchange accounts 

of one entity prior to recording of the original transaction in 

the accounts of the other entity (according to Article 68 of 
Chapter 7 of Account Code Volume IV) except where any 

two accounts offices may arrange in respect of any 

particular class of transactions, to afford credit in advance 

  

                                                   
85 The name/initials of the auditor who undertook the work 
86 Cross referenced to the working papers that contain the supporting details. 
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of the debit or vice versa, care being taken to avoid 

double payments 
 

B 

 

 

Completeness 

1. Arrange to have audit teams in federal and provincial 

governments conduct audits jointly to check that a sample 

of entries of transfers (in form of expenditures) by one 
government correspond to the entries of transfers (in the 

form of receipts) in the other – or, alternatively, request 

formal confirmation of all balances from other 
government entities 

2. Check that on consolidation of transfer transactions within 

the government entity, the transactions cancel out or that 

any not cancelled out can be explained 
 

  

C 

 
 

Measurement 

1. Check that a sample of Federal government grants to 
provincial governments comply with the applicable 

legislation / agreements relating to the provision of the 

grants 

2. Check whether any erroneous debits and credits adjusted 
in the accounts of a previous year have been written back 

by fresh credits or debits87. 

3. Check that the total debits or credits in an exchange 
account tally with the corresponding entries in the 

consolidated abstract and the ledger88 and that any 

differences have been reconciled. 
 

  

D 

 

 

Regularity 

1. For a selection of transactions, check that the exchange 

has been approved by the principal entity benefiting from 
the transaction (in accordance with requirement set out 

under paragraph 12.2.2.2 of APPM) 

2. For transactions examined, check that an agreement exists 
between entities and/or approval of Finance Ministry 

regarding provision of supply/service (in accordance with 

paragraph 12.2.3.1 of APPM) 

3. For inter-government grants, obtain and review the 
approved final budget to ascertain the grants made for the 

year 

4. Ensure that all appropriations have received legislature 
authorisation 

5. Check mathematical accuracy of approved grants 

6. Verify supplementary grants allocated during the year 

7. Ensure that all funds withdrawn from one grant or 
appropriation for re-appropriation to another grant or 

appropriation has received the approval of the legislature 

 

  

E 

 

 

 

Presentation and Disclosure 

1. Check that inter-entity account balances within the same 

government have been recognised in the accounts of the 

individual entity but cancelled out on consolidation 

  

                                                   
87 In accordance with Article 62, Note 2 of Chapter 7 of Account Code Volume IV 
88 In accordance with Article 62, Note 3 of Chapter 7 of Account Code Volume IV 
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2. Check that the balances have not been recognised in the 

Consolidated Monthly Accounts 

3. Check that inter-entity account balances between 
governments have been recognised in the separate 

accounts of each government but cancelled out on 

consolidation in the Federal and Provincial Governments’ 

accounts 
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Audit of the General Provident Fund 
 

This section relates to the audit of the “General Provident (GP) Fund”.  The audit of 

deductions from salary for payment into the GP Fund should be carried out as pat of the 

payroll audit (refer to audit programme guide on Payroll). 

 

The GP Fund consists of compulsory deductions from the salary of employees at various 

rates for each pay scale prescribed by the Government from time to time.  In turn, the 

employee may request an advance out of the GP Fund as laid down by the General Provident 

Fund Rules. 

 

Plan the Audit 
 

The amount of effort to be dedicated to the audit of GP Fund will depend on the materiality 

of the value of expenditures on GP Fund compared to the total expenditures of the audit 

entity as a whole (for certification purposes).  The extent of substantive testing will depend 

also on levels of associated risks and the quality of internal controls relating to GP Fund. 

 

The auditor should invest time in developing an understanding of GP Fund and the systems 

that support the payments of GP Fund.  Current knowledge will enable the auditor to adjust 

the Audit Programme as any changes to the rules, controls and regulations are introduced in 

the audit entity. 

 

Each year, in preparation for the audit, the Audit Programme should be developed, updating 

the previous audit programme where appropriate.  In particular, the auditor should record 

changes in rates or rules with regard to the administration of GP Fund. 

 

Where this is not a first time audit, the auditor will review the audit file from the previous 

audit to review results of inquiries and tests to provide a basis for planning the current audit.  

 

Consider Potential Error Conditions 
 

In the area of GP Fund there are particular errors for which the auditor should check (often 

referred to as “Error Conditions”).  The Audit Programme guide identifies specific tests for 

the auditor to apply.  The auditor should consider whether there are additional error 

conditions for which tests should be derived. 

 

Potential Error Conditions Audit Objectives 

Non-entry of deductions schedules Existence, Completeness 

Advance more than 80% of balance Regularity 

Incorrect payments (advance / final payment) Measurement 

Incorrect deductions from pay for repayment of advance Measurement 

Miscalculation of annual balances Measurement 

Payments not recorded properly (including wrong 

accounting year / incorrect amount posted) 

Presentation and 

Disclosure 
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Analytical Review 
 

Audit Objective: To determine: 

 

 The overall state of the fund and how it has changed from the previous year; 

 Whether GP Fund deductions for year of audit is of the same order of magnitude as 

previous year’s payments, adjusting for changes in the number of employees, 

applying rules for deductions; 

 Whether the total GF Fund amount equates to the sum of the annual statements for 

each subscriber; 

 Through scanning the data, whether there are any missing elements in the data base, 

such as missing deductions for certain months; 

 Any payments of additional advances before previous advance has been fully paid 

back;  

 Any payments of advances that exceed the rule of being less than 80% of the balance 

in the account; and 

 Any anomalies that might be noted. 

 

Compliance Testing 
 

Audit Objective: To determine whether there are appropriate internal controls in place 

relating to all areas examined in the audit. 

 

In updating the Audit Programme with regard to the internal controls, the auditor should refer 

to a flow chart (or process mapping) of all main systems involved in expenditures and 

controls relating to GP Fund.  This system description should be updated in light of any 

changes in the accounting systems, procedures and policies and any changes in laws, 

regulations and rules relating to GP Fund. 

 

The auditor should review the previous year’s findings relating to any weaknesses in the 

controls and make enquiries regarding any actions taken by management to correct these 

weaknesses.  Any claimed improvements need to be verified during the audit of the controls. 

 

The auditor should refer to the various authorities which describe the internal control 

procedures relating to the GP Fund, including: 

 

 Accounting Policies and Procedures Manual: Section 4.8: General Provident Fund 

 Provident Fund Act (XIX of 1925) 

 General Provident Fund Rules 

 

Add (or substitute) appropriate paragraph for organisations with different or additional 

procedures relating to GP Fund. 

 

The controls the auditor expects to be in place should include methods and procedures to 

ensure: 

 Adequate separation of duties 

 GP Fund files properly maintained and up-to-date 

 The prevention, or detection, of payments being made in error (advance in excess of 

allowable amount / incorrect amount of deductions / errors in amounts of repayment) 

 Adequate controls over computations of deductions / repayment of advances 

 Payment of advance properly authorised 
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 Transmittal of direct credit / distribution of cheques properly controlled 

 Payments are properly recorded 

 

See ICQ for GP Fund:  

 

Substantive Testing 
 

Audit Objective: Substantive tests of GP Fund fulfil three key audit objectives: 

 

(i) For the purposes of the financial attest audit of the financial statements of the 

government entity as a whole (or for certification  of the accounts of the self-accounting 

organisations), to determine whether all material information relating to the area of GP 

Fund examined are reliable and are fairly presented in relation to the financial 

statements. 

 

(ii)  To determine whether, on the basis of the transactions examined (selecting a 

representative sample of all significant areas of GP Fund within the audit entity), that 

the financial assertions comply with the following five considerations: 

 

 Existence and Occurrence 

 Completeness 

 Measurement 

 Regularity 

 Presentation and Disclosure 

 

(iii) To determine whether all activities and financial transactions examined comply with 

relevant laws and regulations (based on selection of all significant activities/transactions 

and a sample of the remainder) and on the basis of this audit work conclude on whether 

the relevant laws and regulations are being properly applied. 

 

For substantive testing, the auditor must be familiar with the GP Fund procedures and the 

relevant forms and registers applicable to GP Fund; and where they are kept.  These include: 

 

 GP Fund Ledger; 

 GP Fund Application Register (form 4P) 

 GP Fund Application for Withdrawal of Advance / Final Payment (form 4O) 
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General Provident Fund Audit Programme Steps 
 

Audit Entity:       Audit Period: 

Date(s) Conducted: 

Audit Objectives: 

To determine whether, on the basis of the transactions examined (selecting all significant 

and/or representative sample) that the financial assertions / transactions comply with the 

following five considerations: 

 

A. Existence and Occurrence 

B. Completeness 

C. Measurement 

D. Regularity 

E. Presentation and Disclosure 

 

Audit 

Obj. Audit Procedure 
Done 

By
89

: 

WP 

Ref
90

. 

A 
 

Existence and Occurrence 
1. Select a sample of transactions (as required for certification 

requirements / for purposes of testing controls / for 

additional substantive compliance testing) 
2. Refer to the GP Fund register for all subscribers in the 

sample  

3. From the sample of transactions providing advances / final 

payments, check that these have been correctly updated in 
the GP Fund register; and that for each transaction: 

a) the payment; 

b) the adjustment to fund balance; and 
c) deductions from payroll for repayment of advance; 

 was to the same subscriber 

4. Check for the sample that the GP Fund ledger has been 
updated to reflect the monthly deductions from salary 

5. Through application of CAATs or otherwise, search for any 

payments (advances / final payments) to subscribers that 

look as if they might be double payments to the same 
person 

6. Through application of CAATs or otherwise, search for any 

payments made to a bank account different from the one 
used for salary payments – e.g. check if the wrong person is 

receiving the advance / final payment 

 

  

B 
 

 

Completeness 
1. Check through application of a CAAT that the sum of the 

annual statements provided subscribers equals the amount 

of money in the GP Fund 
2. Compare list of advance payments paid out of GP Fund for 

selected months with list of subscribers and check whether 

the changes to the payroll deductions reflect the necessary 

changes to pay back the advance 
3. Does the final payment correspond with the 

  

                                                   
89 The name/initials of the auditor who undertook the work 
90 Cross referenced to the working papers that contain the supporting details. 
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retirement/resignation of the employee? – if so: Check that 

the final payment out of the GP Fund corresponds with the 

final payroll payment and initiation of pension payments 
(where applicable) – in other words, for the sample 

selected, check that data relating to the final payment 

corresponds with pensioners in the Pension Register against 

Establishment Register and confirm that pertinent 
information are consistent (name, date of birth, level, date 

of leaving/retirement / start of pension payments, etc.) 

4. Conduct a reconciliation (and/or check a batch of 
transactions) between Direct Credit Advice and Monthly 

Statement of GP Fund register and General Ledger 

C 

 
 

Measurement 

1. Check that final payment has correctly adjusted for any 
outstanding advance taken 

2. Check whether payroll deductions for repayment of 

advance have been correctly calculated (including interest) 
and that the number of repayments are between 12 and 48 

3. Check that the annual statements provided subscribers are 

correctly calculated advance in excess of allowable amount 
/ incorrect amount of deductions / errors in amount of 

payments, particularly last payment 

  

D 

 
 

Regularity 

1. From a sample of refusals of applications for an advance, 
determine whether the refusal was a correct application of 

the GP Fund rules 

2. Check that all documents relating to the sample of 
transactions regarding advance / final payments are 

completed fully, have proper authorisation (including 

checking signing authority and signatures of the approving 

officers) and that the credit advance was signed by two 
delegated officers 

3. At the same time as steps C1 and C3, check that these 

calculations comply with the regulations and rules relating 
to the GP Fund (including advance is less that 80% of 

balance in subscriber’s account / a non-refundable advance 

is only provided someone who’s age is above the threshold 
/ previous advance repaid before/out-of a second advance / 

number of payroll deductions for repayment of advance 

between 12 and 48) 

  

E 
 

Presentation and Disclosure 
1. Check that advance / final payments are correctly identified 

in the General Ledger under GP Fund Object (what is the 

code?) and correctly coded according to the Chart of 

Accounts by checking for the sample of transactions that 
the advance / final payments have been correctly coded 

according to the Chart of Accounts codes. 

2. Check whether the GP Fund section receives timely reports 
from the General Ledger under the relevant Object Codes 

and that the information is presented in a way that it can be 

used by the section. 
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Audit of Budgeting and Expenditure Controls 
 

This section relates to the audit of “Budgeting and Expenditure Controls” and other aspects 

of financial management. 

 

The budget cycle consists of the following phases: 

 Setting budget policy and initiatives: Cabinet communicates policy, initiatives and 

priorities; 

 Preparation: submission of budget estimates of expenditures and receipts by entities 

and subsequent review and consolidation; 

 Authorisation: submission to National/Provincial Assembly – approved budget is the 

“Schedule of Authorised Expenditure”; 

 Implementation: entity can carry out activities and incur expenditures, for which 

funding has been given in that period; 

 Reporting and monitoring: actual revenues and expenditures (including 

commitments) are recorded and reported to monitor progress against budget; and 

 Review: periodic review of financial performance and the achievement of policy by 

spending agencies and external review bodies (including audit activities and review 

by Public Accounts Committee). 

 

Plan the Audit 
 

Controls relating to budgeting; expenditures; and revenues are fundamental to the auditor 

concluding on the reliability of the financial statements and the regularity performance of the 

government.  Audit work under other audit programmes (such as audits of projects, 

acquisition of goods and services, payroll, taxes and other receipts may cover the controls of 

expenditures (particularly with regard to the expenditures being within the relevant 

appropriated funds).  Alternatively, the auditor may wish to focus on the budgeting and 

expenditure controls specifically.  Certainly, the system should be examined from time to 

time. 

 

The auditor should be knowledgeable of the budgeting; expenditure (and commitment) 

controls; revenue collection; and financial reporting requirements of the government (as 

stated under NAM).  The auditor should be aware of any changes in the processes, systems, 

controls and rules and regulations relating to the budget and expenditure systems.  Each year, 

in preparation for the audit, the Audit Programme should be developed, updating the previous 

audit programme where appropriate.  In particular, the auditor should record changes in these 

systems. 

 

Where this is not a first time audit, the auditor will review the audit file from the previous 

audit to review results of inquiries and tests to provide a basis for planning the current audit.  

 

Consider Potential Error Conditions 
 

In the area of budgeting, financial controls and financial reporting there are particular errors 

for which the auditor should check (often referred to as “Error Conditions”).  The Audit 

Programme guide identifies specific tests for the auditor to apply.  The auditor should 

consider whether there are additional error conditions for which tests should be derived. 
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Potential Error Conditions Audit Objectives 

Late submission of budget Budgeting process 

Unsubstantiated budget  Budgeting process 

Expenditure against an appropriation exceeds the amount of 

the appropriation 

Regularity 

Certain expenditures wrongly recorded against the 

appropriation 

Financial controls 

Inadequate, inaccurate, untimely financial information 

reported 

Reporting 

 

Analytical Review 
 

Audit Objective: To determine: 

 

 Whether changes in expenditures to date, compared to the equivalent91 in the 

previous year are proportional to changes in budget; 

 How well the budgeting process was working by comparing budget, revised budget, 

actual expenditure for previous years and obtaining explanations or any unusual 

patterns; 

 Performance of the forecasting and revenue controls by compare forecasted revenue 

with actual revenue, and changes in revenue received from year to year over previous 

years and determining whether the situation is improving or deteriorating92; 

 Where monies have been transferred from the budget of one area to another, so that 

these transfers of budget can be followed up to ensure that proper authorisation was 

obtained for such adjustments; 

 

When the audit is conducted part way through the financial year, in cases of “inevitable” 

expenditures, such as payroll, the auditor can compare93 actual expenditure against budget 

and calculate an estimate of total expenditure against budget and conclude whether there may 

be problems of significant under/over expenditure against budget. 

 

Compliance Testing 
 

Audit Objective: To determine whether there are appropriate internal controls in place 

relating to all areas examined in the audit. 

 

In updating the Audit Programme with regard to the internal controls, the auditor should refer 

to a flow chart (or process mapping) of all main systems involved in budgeting, 

expenditure/revenue controls and financial reporting.  This system description should be 

updated in light of any changes in the accounting systems, procedures and policies and any 

changes in laws, regulations and rules relating to the budgeting expenditure controls. 

 

The auditor should review the previous year’s findings relating to any weaknesses in the 

controls and make enquiries regarding any actions taken by management to correct these 

weaknesses.  Any claimed improvements need to be verified during the audit of the controls. 

                                                   
91 For example, for the first three months, i.e. accumulated expenditures to end of September, is compared 

to the same period in the previous year 
92 Note: differences between forecast and actual can have many explanations, including unreasonable 

forecast, changes in factors outside of the control of management, inadequate resources to accomplish 

necessary tasks, etc. 
93 Ideally, using a CAAT 
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The auditor should refer to the various authorities which describe the internal control 

procedures relating to budgeting and expenditure controls, including: 

 

 Accounting Policies and Procedures Manual: Section 3: Budgetary Control; Section 

4.3.3: Commitment accounting 

 Financial Reporting Manual 

 Preparation of development projects outlined in “Manual for Development Projects” 

 

Add (or substitute) appropriate paragraph for organisations with different or additional 

procedures relating to budgeting, appropriations, commitments and expenditure controls. 

 

The controls the auditor expects to be in place should include methods and procedures to 

ensure: 

 

 Budgets are properly prepared; 

 Appropriations are allocated and communicated to the financial responsibility areas 

in a timely and reliable manner; 

 Commitment and expenditure controls are in place to ensure that no money is spent 

in excess of the appropriation; 

 Commitments and expenditures are properly coded to ensure that the expenditures are 

consistent with the authorities granted by Parliament; 

 Regular reporting of variations (expenditures against budget); 

 Reliable forecasts of end-of-year surplus/deficit and appropriate means of making 

adjustments; and 

 Reallocation of budgets between objects properly authorised. 

 

See ICQ for Budgeting and Expenditure:  

 

Substantive Testing 
 

Audit Objective: Substantive tests of budgeting and expenditures controls fulfil two key audit 

objectives: 

 

(i) To determine whether proper budgeting and expenditure controls are in place; and 

 

(ii) To determine whether all activities and financial transactions examined comply with 

relevant laws and regulations (based on selection of all significant activities/transactions 

and a sample of the remainder) and on the basis of this audit work conclude on whether 

the relevant laws and regulations are being properly applied, particularly regarding 

compliance with appropriation limits. 

 

For substantive testing, the auditor must be familiar with the relevant forms and registers 

applicable to budget, expenditure and commitment controls; and where they are kept.  These 

include: 

 

 Appropriation Control Register (form 4D) 

 

 Commitment Advice Form (form 4C) 
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Budgeting and Expenditure Controls Audit Programme Steps 
 

Audit Entity:       Audit Period: 

Date(s) Conducted: 

Audit Objectives: 

To determine whether, on the basis of the systems and transactions examined (selecting all 

significant and/or representative sample) that: 

 

A. Budgets are properly drawn up (and address every line item) and fully justified; 

B. Budgets are so structured that financial transactions can be controlled against them; 

C. Budget process is timely and responsive to central directives on policies and 

priorities; 

D. Budgets are based on appropriate assumptions and make allowance for increases in 

rates (pay / product costs / etc); 

E. There are sufficient resources identified to meet the entity’s responsibilities and 

provide the outputs required 

F. Changes in revenue rates are properly authorised (within statutory powers) 

G. Funds are made available after the appropriation has been authorised; 

H. Budget and expenditure processes comply with relevant authorities; 

I. Tracking expenditures and commitments against appropriated budget 

J. System to reallocate budget and make resources available as required 

 

Audit 

Obj. 

Audit Procedure Done 

By94: 

WP 

Ref95. 

A 

 

 

 

 

 

 

 

 

 

 

 

Budgets are properly drawn up 

1. Examine the process of developing budgets and 

conclude whether the budgets are well justified or 

simply based on an incremental change from the 

previous year’s budget 

2. Note whether the budget is based on an analysis of 

what is required to produce the planned outputs for the 

following year (see paragraph 3.2.3.2 on Methods of 

Budgeting in the Accounting Policies and Procedures 

Manual) 

3. Check whether every line item has been properly 

addressed in the budget 

 

  

B 

 

 

Budgets structured in a way that expenditures against 

budget can be tracked 

1. Examine the budget structure, in terms of 

responsibility centres / line object / activity 

2. Identify any problems in allocating the costs of goods 

and services to a level of the organisation to which 

budgets have been allocated 

3. Check that the recording and reporting of expenditures 

is according to a system of classification (or coding) 

such that the actual expenditures can be compared 

with the allocated budgets (this is sometimes a 

problem with accounting systems for project 

  

                                                   
94 The name/initials of the auditor who undertook the work 
95 Cross referenced to the working papers that contain the supporting details. 
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activities, especially relating to the allocation of 

employee payroll costs) 

 

C 

 

 

Timely and responsive budget process 

1. Examine the directives for developing and submitting 

the budgets (such as the Budget Call Circular), and the 

actual budget documents, and determine whether the 

process has been complied with and the responses to 

directives have been timely and consistent with the 

instructions 

2. Assess whether the budget process has appropriately 

reflected the stated policies and priorities of the 

government (care must be taken by the auditor to 

ensure that the analysis is confined to the process and 

does not comment on the policies and the 

interpretation of the policies) 

3. Examine the process of aggregating the lower level 

budgets to the total entity budget and assess whether 

the process was rational and consistent - examine 

minutes of any budget meetings (to determine needs 

and priorities) and note if the process was clear and 

well documented 

 

  

D 

 

 

Budgets based on appropriate assumptions 

1. Review what assumptions have been made to arrive at 

the estimated budget figures 

2. Note whether these assumptions have used the same 

rates/figures as supplied through the Budget Call 

Circular (such as expected inflation rate, increases in 

salary costs due to increases in salary rates, etc.) 

3. Conclude whether such calculations have been 

properly carried out  

 

  

E 

 

 

Sufficient resources within budget 

1. Examine documentation to justify budget requests and 

compare amount requested with amount granted under 

the budget 

2. Conclude whether the justification for amount 

requested was reasonable and acceptable 

3. Where the gap between the amount requested and 

amount received was substantial, determine what 

responses were taken 

4. Conclude whether there were sufficient resources 

obtained to meet the entity’s responsibilities and 

provide the outputs required 

5. Document the consequences of the entity (or part of 

the entity) not receiving sufficient funds to carry out 

its responsibilities 

 

  

F Changes in revenue rates properly authorised 

1. Check that estimates have been prepared by those 

authorities responsible for administering revenues 
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2. Check whether any estimates of revenues were based 

on assumptions of increases in rates without having 

prior authority for those increases (within statutory 

powers) 

3. In those cases of assumptions prior to authorisation, 

check whether such authorisations occurred and if not, 

determine what impact the delay, or failure to obtain 

the forecast increases, had on the receipts (against 

budget estimate) 

4. Conclude whether in such case, the assumptions were 

reasonable or unreasonable and assess the 

appropriateness of the budgeting process  

 

G Funds made available after appropriation authorised 

1. Check whether the Finance Division/Department has 

provided a release letter to the spending ministries and 

departments (with copies to the respective AGs) to 

advise on the funds made available against the 

budgets, in a timely manner and that the AGs have 

communicated the information to the District 

Accounts Offices 

2. Check that he PAO has communicated the budgets to 

the various delegated officers 

 

  

H Budget and expenditure processes comply with relevant 

authorities 

1. Check that the key controls in the budgeting process 

have been followed (see paragraph 3.3.1.4 in the 

Accounting Policies and Procedures Manual), 

including: 

a) All budget estimates must be reviewed ad signed 

off by the Financial Advisor before submitting to 

Finance Division/Department; 

b) Budgets authorised by National/Provincial 

Assembly; 

c) Authorised budgets communicated to AG for a 

complete record maintained for verification and 

authorisation of a payment; 

d) Authorised budgets communicated through 

release letters; and 

e) PAO for each entity monitors actual transactions 

against budget 

2. Check that total expenditures against an appropriation 

within the period do not exceed the amount of the 

appropriation 

3. Check that the monies were spent for the purposes 

intended (this part of the audit programme could be 

carried out in conjunction with the audit of 

“Expenditures on Goods and Services”) 

  

I Proper tracking of expenditures and commitments 

1. Check that the reporting of expenditures and 

commitments are sufficiently timely that expenditures 
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against budget can be successfully controlled (in 

particular, check for manual systems to keep track of 

expenditures / commitments that are not reflected 

soon enough in the main accounting systems) 

2. Conclude whether the financial controls are adequate 

to ensure that expenditures do not exceed the amounts 

appropriated by Parliament 

3. Review examples of financial reports and determine 

whether they provide clear and meaningful 

information 

4. Note what management actions are taken in response 

to problems identified in the reports 

5. Take a sample of end-of-year financial reports and 

examine the end-of-year variations (of expenditures 

against budgets) and conclude whether the financial 

controls are adequate and/or whether management 

actions in reallocating funds was timely and effective 

(i.e. see whether there were any examples of under 

expenditure in one area and a failure to find funds 

needed in another area or examples of over 

expenditure against budget) 

6. Follow up on examples of substantial variations (both 

over and under) and determine the underlying 

problems 

 

J Reallocate budget 

1. Further to audit step I6, examine situations where 

budgeted funds have been reallocated or where 

substantial over/under expenditures against budget 

have occurred by year-end 

2. First, check if the original forecasts were realistic and 

reliable 

3. Determine in cases where there were savings, why 

such savings had not been surrendered as required 

4. Check also, where there was excess budget funds 

earlier in the year, which subsequently were spent, 

whether such expenditures were justifiable 

(“expenditures must not be incurred simply because 

funds may be available within a particular grant”) 

5. Check whether reallocation of budget was properly 

conducted and authorised (see ICQ question F) 
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Audit of Related Party Disclosures and Transactions 
 

This section relates to the audit of “Related Party Disclosures and Transactions with them”. 

 

Many related party transactions are in the normal course of business. In such circumstances, 

they may carry no higher risk of material misstatement of the financial statements than 

similar transactions with unrelated parties. However, the nature of related party relationships 

and transactions may, in some circumstances, give rise to higher risks of material 

misstatement of the financial statements than transactions with unrelated parties. For 

example: 

 Related parties may operate through an extensive and complex range of relationships 

and structures, with a corresponding increase in the complexity of related party 

transactions. 

 Information systems may be ineffective at identifying or summarizing transactions 

and outstanding balances between an entity and its related parties. 

 Related party transactions may not be conducted under normal market terms and 

conditions; for example, some related party transactions may be conducted with no 

exchange of consideration. 

 

The objectives of the auditor are: 
(a) Irrespective of whether the applicable financial reporting framework establishes related 

party requirements, to obtain an understanding of related party relationships and 

transactions sufficient to be able: 

i. To recognize fraud risk factors, if any, arising from related party relationships and 

transactions that are relevant to the identification and assessment of the risks of 

material misstatement due to fraud; and 

ii. To conclude, based on the audit evidence obtained, whether the financial statements, 

insofar as they are affected by those relationships and transactions: 

a) Achieve fair presentation (for fair presentation frameworks); or 

b) Are not misleading (for compliance frameworks); and 

 

(b) In addition, where the applicable financial reporting framework establishes related party 

requirements, to obtain sufficient appropriate audit evidence about whether related party 

relationships and transactions have been appropriately identified, accounted for and 

disclosed in the financial statements in accordance with the framework. 

 
Plan the Audit 

An audit cannot be expected to provide assurance that all related-party transactions will be 

discovered. Nevertheless, the auditor should be aware of: 

 The possibility that material related-party transactions exist that could affect the 

financial statements. 

 Common ownership or management control relationships that are required by the 

reporting framework to be disclosed even though there are no transactions. In 

determining the scope of work to be performed, the auditor should obtain an 

understanding of management responsibilities and the relationship of each of the 

entity’s component to the total entity. The auditor should consider controls over 

management activities and the business purpose served by the various components. 
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Each year, in preparation for the audit, the Audit Programme should be developed, updating 

the previous audit programme where appropriate.  In particular, the auditor should record 

changes. 

 

Consider Potential Error Conditions 
 

In the area of related party transaction, financial controls and financial reporting there are 

particular errors for which the auditor should check (often referred to as “Error Conditions”).  

The Audit Programme guide identifies specific tests for the auditor to apply.  The auditor 

should consider whether there are additional error conditions for which tests should be 

derived. 

 

Potential Error Conditions Audit Objectives 

Non disclosure of related party relationships where control 

exists irrespective of whether there have been transactions 

between the related parties. 

Disclosure 

Undisclosed relationship with a party to a material transaction 

has been used 

Disclosure 

Substance of a particular transaction could be significantly 

different from its form 

Regularity 

The transactions may be fraudulent or without substance. Regularity 
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Related Party Transactions Audit Program steps 
 

Audit Entity:       Audit Period: 

Date(s) Conducted: 

Audit Objectives: 

Our audit procedures concerning RPTs focus on the identification, consideration that related 

parties transactions are conducted in transparent manner at “ARM’S LENGTH PRICE” 

and that those related parties and concerned transactions have been properly disclosed in 

accordance with the applicable reporting framework.  

 

 

Check in box: Yes:   No: X   NA: NA (not applicable) 

Audit Procedures Yes/No 

NA 

Done 

By: 

WP 

Ref. 

 

Identification: 

 

1. For identification of related parties check the following 

record: 

 

 Prior year working papers for names of known 

related parties; 

 Entity’s procedures for identification of related 

parties; 

 Affiliation of those charged with governance and 

officers with other entities; 

 Shareholder records to determine the names of 

principal shareholders or, if appropriate, obtain a 

listing of principal shareholders from the share 

register; 

 Minutes of the meetings of shareholders and those 

charged with governance and other relevant 

statutory records such as the register of directors’ 

interests; 

 Inquire of other auditors currently involved in the 

audit, or predecessor auditors, as to their 

knowledge of additional related parties;  

 

2. Perform procedures to identify additional related 

parties and significant, unusual, or nonrecurring 

transactions or balances involving related parties. Such 

procedures would include: 

 

 Identifying major customers, suppliers, borrowers, 

and lenders, and significant changes to these 

relationships. 

 Review of lawyer billings 

 Review of bank guarantees 

 Review of contract awards 

 Review of overdue receivables or payables 

 Review of investment transactions 
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 Transactions at, or near, the year end 

 Review of transactions with unusual terms of trade 

 

Procedures: 

 

1. Check the client’s procedures, if any, for authorising, 

identifying and properly accounting for related party 

transactions (RPTs). 

  

2. Check and evaluate the client’s procedures, if any for 

prohibiting individual directors or other members of 

management from exercising significant influence over 

transactions in which that person is a related party. 

 

3. Compare the information provided by the management 

with information gathered during course of audit in 

respect of related party transactions. 

 

4. Check minutes of the meeting of board of directors, 

other relevant and inquire of appropriate management 

personnel whether there were any transactions with 

related parties (including significant transactions that 

occurred but were not given accounting recognition). 

 

5. Check all material transactions with the related parties 

as whether the management has followed rules and 

regulations in this regard and that any undue favour 

has not been given. 

 

6. Check the agreements for the provision of services 

to/from certain parties under terms and conditions that 

are outside the entity’s normal course of business. 

 

7. Check the transactions under contracts whose terms are 

changed before expiry and inquire the management 

regarding appropriate reasons. 

 

8. Obtain written representations from the management 

regarding the completeness of information provided in 

respect of related parties. 

 

9. Obtain direct confirmations from the related parties 

regarding material terms of the contracts and 

outstanding balances if any. 
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Audit of Subsequent Events 
 

This section relates to the audit of “Subsequent events”.  Financial statements may be 

affected by the events that occur after the balance sheet date but before the signing of the 

audit report. 

 

Subsequent events are of two types; 

 

 Those that provide evidence of the conditions that existed at the date of the financial 

statements. 

 Those that provide evidence of the conditions that arose after the date of the financial 

statements. 

 

Plan the Audit 
 

The auditor should properly plan the audit of the subsequent events recognising the 

importance of their impact on the financial statements. The treatment of both types of 

subsequent events is different. First type of events includes those that provide evidence of the 

conditions existed at the balance sheet date. These events are called adjusting events and they 

will require the revision in the financial statements to include the effect of those events. The 

other type of events includes those that provide evidence of the conditions that arose after the 

date of financial statements. These events are known as non adjusting events. The financial 

statements need not to be revised for such events but if the event is significant and have a 

material effect on the entity then these should be disclosed in the financial statements by way 

of a note to the financial statements. 

 

The auditor will obtain understanding of the formal procedures that management has 

established to identify the subsequent events. The auditor will perform certain procedures to 

check whether there is any significant subsequent event which the management has failed to 

identify. 

 

Once the subsequent events are identified the auditor should determine whether it is an 

adjusting event or non adjusting event. In case of adjusting event the auditor will ask the 

management to revise the financial statements accordingly and if the event is non adjusting, 

the auditor should use his professional judgement to determine whether disclosure in the 

financial statements is required or not depending on the nature and impact of the event on the 

financial statements. 

 

Each year, in preparation for the audit, the Audit Programme should be developed, updating 

the previous audit programme where appropriate.  The auditor needs to be aware of any 

changes in management procedures to identify the subsequent events.   

 

Consider Potential Error Conditions 
 

The Audit Programme guide identifies specific tests for the auditor to apply.  The auditor 

should consider whether there are additional error conditions for which tests should be 

derived. These include: 

 

Potential Error Condition Audit Objective 
Occurrence of an event having potential of influencing users of 

financial statements decision making process.  

Existence and 

Measurement / disclosure 

Major change in the currency exchange rate requiring revision Measurement / Occurrence 
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in the loan amount payable 

Change in the legislation adversely affecting the entity Presentation and disclosure 

/Measurement 

Major Debtor became bankrupt Presentation and 

Disclosure 

Significant change in accounting estimates Measurement / Occurrence 

 

Analytical Review 

Audit Objective: To determine: 

• Whether new commitments, borrowings or guarantees have been entered into. 

• Whether sales or acquisitions of assets have occurred or are planned. 

• Whether any assets have been appropriated by government or destroyed, for example, by 

fire or flood. 

• Whether there have been any developments regarding contingencies. 

• Whether any unusual accounting adjustments have been made or are contemplated. 

• Whether any events have occurred or are likely to occur that will bring into question the 

appropriateness of accounting policies used in the financial statements, as would be the 

case, for example, if such events call into question the validity of the going concern 

assumption. 

• Whether any events have occurred those are relevant to the measurement of estimates or 

provisions made in the financial statements. 

• Whether any events have occurred those are relevant to the recoverability of assets. 

 

The auditor shall perform the procedures required so that they cover the period from the date 

of the financial statements to the date of the auditor’s report, or as near as practicable thereto. 

The auditor shall take into account the auditor’s risk assessment in determining the nature 

and extent of such audit procedures, which shall include the following:  

 

a) Obtaining an understanding of any procedures management has established to ensure that 

subsequent events are identified. 

b) Inquiring of management and, where appropriate, those charged with governance as to 

whether any subsequent events have occurred which might affect the financial 

statements.  

c) Reading minutes, if any, of the meetings, of the entity’s owners, management and those 

charged with governance, that have been held after the date of the financial statements 

and inquiring about matters discussed at any such meetings for which minutes are not yet 

available.  

d) Reading the entity’s latest subsequent interim financial statements, if any. 

 

 If, as a result of the procedures performed, the auditor identifies events that require 

adjustment of, or disclosure in, the financial statements, the auditor shall determine whether 

each such event is appropriately reflected in those financial statements in accordance with the 

applicable financial reporting framework. 

 

Written Representations 
The auditor shall request management and, where appropriate, those charged with 

governance, to provide a written representation in accordance with ISSAI 1580 that all events 

occurring subsequent to the date of the financial statements and for which the applicable 

financial reporting framework requires adjustment or disclosure have been adjusted or 

disclosed. 
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Subsequent Events Audit Programme Steps 

Audit Entity:       Audit Period: 

Date(s) Conducted: 

Audit Objectives: 

The purpose of this audit program is to assist the auditor in determining whether events or 

transactions have occurred from the date of the balance sheet to the date of the auditor’s 

report, that may require adjustment to, or disclosure in, the financial statements, or that would 

affect the auditor’s report. 
 

 

Audit Procedure Yes/No 

NA 
Done By: WP Ref. 

Identification of Subsequent Events 
 

Obtain an understanding of the formal procedures 

that management has established to ensure that 

subsequent events are identified. 
 

   

Read the latest available interim financial 

statements, and: 
 

a. Compare them with the financial statements 

being reported on.  

b. Investigate any unexpected significant changes.  

c. Make any other comparisons considered 

appropriate in the circumstances.  

d. Inquire about whether the interim financial 

statements have been prepared on the same basis 

as that used for the audited statements. 
 

   

Scan the following for the period subsequent to the 

financial statement date through the last day of 

fieldwork, for unusual transactions:  

 
a. General ledger 

b. Cash receipts journals or records  

c. Cash disbursement journals or records  

d. Sales journal and accounts receivable ledger  

e. General journal entries 

   

Inquire of management whether:  
 

a. New commitments, borrowings or guarantees 

have been entered into.  

b. There has been a change in the status of items 

that were not completely resolved at the balance-

sheet date. 

c. Any material adjustments have been made 

during the period subsequent to the date of the 

financial statements being reported on.  

d. Commitments or plans for major purchases or 

sale of capital assets or inventory exist, and 
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consideration of possible losses due to price 

changes.  

e. There have been any changes in accounting or 

financial policies.  

f. Any events have occurred that have caused a 

decline in the value of any assets or have made 

any significant portion of fixed assets idle or 

obsolete.  

g. There are any new regulatory requirements or 

laws that could adversely affect the entity.  

h. There have been any losses of significant 

customers, major suppliers, or key executive 

employees.  

i. Any other events have occurred or are likely to 

occur which will bring into question the 

appropriateness of accounting policies used in 

the financial statements (for example, if such 

events call into question the validity of the going 

concern assumption). 

Review Minutes of Meetings 
 

Read minutes of meetings of Governing Board and 

appropriate committees held subsequent to the period 

being audited through the last date of the audit 

report. If meetings were held for which minutes have 

not been prepared, inquire about significant matters 

discussed and resolutions made at such meetings. 
 

   

Inquire from Legal Advisors 
 

Inquire of client’s legal counsel concerning 

litigation, claims, and assessments. 
 

   

Management Representations 
 

Obtain written representations from management 

about whether any events have occurred subsequent 

to the balance-sheet date that would require 

adjustment to, or disclosure in, the financial 

statements. 
 

   

Accounting estimates used in preparation of 

financial statements 
 

Check that accounting estimates made in the 

financial statements are reasonable at the date of the 

auditor’s report or circumstances have made them 

unreasonable. 

   

Consider adjustment of year-end financial statements 

or disclosure of any items as a result of the above 

procedures. 
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Specific Topics Audit Program Steps 
 

Audit Entity:       Audit Period: 

Date(s) Conducted: 

 

Applicability 

This audit program is designed to cover three specific areas of concern for an auditor (Going 

Concern, Laws and regulations and Litigation and claims). These areas are applicable to 

entity as a whole and do not relate to any specific head of account so use of this Program is 

mandatory for all types of entities.  

 

Audit Objectives: 

The purpose of this Audit Program is to facilitate adherence to the Financial Audit Manual 

(FAM) regarding going concern, laws and regulations, litigation and claims. It provides 

engagement teams with a step-by-step approach in their consideration of those topics in each 

phase of the audit workflow and addresses relevant documentation requirements. 

The Attachments to this working paper may be filed as part of the engagement working 

papers or detached prior to filing. 

Contents 

This Audit Program includes the following Sections: 

I. Going Concern 

II. Laws and Regulations 

III. Litigation and Claims 

The engagement team may consider combining the performance of certain similar procedures 

that have been included within each section of this audit program. Such procedures include: 

 consideration of the results of other risk assessment procedures performed during 

Planning 

 inquiries of management and those charged with governance 

 review of minutes of meetings of shareholders and those charged with governance 

 evaluation up to the date of the audit report of the results of all audit procedures 

performed to identify information that may change our risk assessment or our response to 

identified risks 

 management representations, and 

 Communications to management and those charged with governance. 

I Going Concern 
 

Management’s use of the going concern assumption is relevant to public sector entities. 

Sovereign governments, and in particular, sovereign central governments, ordinarily do not 

become legally insolvent or bankrupt because these governments have wide-ranging powers 

to levy rates, fees or taxes and so are able to adjust their revenues to meet their obligations. 

Nevertheless, in some cases governments may have substantial net liabilities relative to the 

size of the economy or their ability to levy rates, fees, or taxes, or may be substantially 

dependent upon assistance from other governments. While not common, sovereign 

governments, including sovereign central governments, can become insolvent in the sense of 

not being able to meet their obligations when they become due when, for example, the 

rescheduling of obligations is not possible. The inability of a government to discharge its 
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obligations may also be affected by the extent to which the currency issued by the 

government, or on its behalf by its central bank, continues to be accepted as a medium of 

exchange to discharge its financial obligations. For this reason, public sector auditors apply 

the requirements and guidance in the ISA. 

 

Going Concern Assumption 
 

Public sector auditors may be required to review and report upon the entity’s arrangements to 

maintain its general financial standing.  

 

Public sector entities may spend more in one year than they have resources to cover, such 

that their income may be less than their expenditure or there is an excess of liabilities over 

assets. However, it is uncommon for the operational existence of a public sector entity to 

cease or its scale of operations to be subject to a forced reduction as a result of an inability to 

finance its operations or of net liabilities.  

 

Cessation of a public sector entity is most likely to result from a government policy decision. 

A policy decision may be taken to wind up and dissolve an entity in its entirety, to scale back 

its operations and transfer some of its functions to another public entity, merge with another 

public entity or privatize the entity. In each of these cases the operational existence of all or 

part of the entity ceases. Only in the case of dissolution without any continuation of the entity 

would the going concern basis cease to be appropriate. In the other cases public sector 

auditors consider the basis on which the activities are transferred, from the viewpoint of the 

entity that is relinquishing the assets and liabilities at the accounting date.  

 

In forming a view of the entity’s ability to continue its operations, public sector auditors’ 

consideration of going concern embraces two separate, but sometimes overlapping, factors: 

The greater risk associated with changes in policy direction (for example, where there is a 

change in government); and The less common operational, or business, risk (for example, 

where an entity has insufficient working capital to continue its operations at its existing 

level). 

 

To minimize the risk of changes in government policies not coming to the auditor’s attention 

which could impact on the going concern assumption, the auditor ascertains whether: 

• The government has declared its intention to review an area of policy affecting the 

audited entity; 

• A review has been announced and is in progress; 

• A review has indicated that the audited entity could be rationalized or that an entity’s 

future may be re-examined; or there is a government policy to privatize the activities 

of the audited entity evaluating Management’s Assessment. 

 

Public sector auditors are aware that changes of government policies can have a significant 

impact on the status and functions of public sector entities. However, political decisions are 

often no more uncertain than those unforeseeable risks faced by private sector entities.  

 

Additional Audit Procedures When Events or Conditions Are Identified 
 

When considering the requirements of paragraph 16 of the ISA 570 Going Concerns, public 

sector auditors consider whether to request that the entity secures direct confirmation from 

the department or executive body responsible for providing financial backing or future 

funding to the entity. When considering requesting such confirmation, public sector auditors 
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take into account any constraints imposed by the political process. In such circumstances, a 

representation provided by the responsible financial officer of the entity that financial 

backing or future funding will be received may not be sufficient as meaningful assurance on 

the future of an entity. This is because the intentions of the financial backer might not be 

known by the entity. 

 

In addition to the audit procedures set out in A15 of the ISA, public sector auditors may also 

read official records of changes in policy and relevant proceedings of the legislature and 

inquire about matters addressed in proceedings for which official records are not yet 

available. Use of Going Concern Assumption Appropriate but a Material Uncertainty exists  

 

Paragraphs 19 and 20 of the ISA contain requirements for the auditor when adequate 

disclosure of a material uncertainty is made in the financial statements and when such 

disclosure is not made. Paragraph A21 to A24 of the ISA provides illustrations of emphasis 

of Matter paragraphs opinions when adequate disclosure is made or when adequate disclosure 

is not made. Public sector related illustrations are provided in paragraphs below.  

 

Illustration of an Emphasis of Matter paragraph when the public sector auditors are satisfied 

as to the adequacy of the note disclosure: 

 

Emphasis of matter 
 

“Without qualifying our opinion, we draw attention to Note X in the financial statements 

which indicates that the Government has undertaken a review of the Agency’s future 

operations but has not yet decided on a course of action. This situation, along with other 

matters as set forth in Note X, indicates the existence of a material uncertainty that may cast 

significant doubt about the Agency’s ability to continue as a going concern.” 

 

Illustration of the relevant paragraphs when a qualified opinion is to be expressed because of  

inadequate disclosure of a material uncertainty 

 

Basis for Qualified Opinion 
 

“The Government has undertaken a review of the Agency’s future operations but has not yet 

decided on the course of action. This situation indicates the existence of a material 

uncertainty that may cast significant doubt on the Agency’s ability to continue as a going 

concern and therefore the Agency may be unable to realize its assets and discharge its 

liabilities in the normal course of operations. The financial statements (and notes thereto) do 

not disclose this fact.” 

 

Qualified Opinion 
 

“In our opinion, except for the omission of the information referred to in the Basis for 

Qualified Opinion paragraph, the financial statements present fairly, in all material respects 

(or “give a true and fair view of”) the financial position of the Agency at December 31, 20X0 

and of its financial performance and its cash flows for the year then ended in accordance 

with. “ 

 

Illustration of the relevant paragraphs when an adverse opinion is to be expressed because of 

inadequate disclosure of a material uncertainty:  

 

 



   Execution File 292 

Basis for Adverse Opinion 
 

“The Government has decided that the Agency will cease the operations and be dissolved 

within the next year. This indicates a material uncertainty that may cast significant doubt on 

the Agency’s ability to continue as a going concern and therefore it may be unable to realize 

its assets and discharge its liabilities in the normal course of operations. The financial 

statements (and notes thereto) do not disclose this fact.” 

 

Adverse Opinion 
 

“In our opinion, because of the omission of the information mentioned in the Basis for 

Adverse Opinion paragraph, the financial statements do not present fairly (or “give a true and 

fair view of”) the financial position of the Agency as at December 31, 20X0, and of its 

financial performance and its cash flows for the year then ended in accordance with.” 

 

Audit Objective; 
 

The objectives of the auditor are:   

• To obtain sufficient appropriate audit evidence regarding the appropriateness of 

management’s use of the going concern assumption in the preparation of the financial 

statements;   

• To conclude, based on the audit evidence obtained, whether a material uncertainty 

exists related to events or conditions that may cast significant doubt on the entity’s 

ability to continue as a going concern; and   

• To determine the implications for the auditor’s report. 
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Nature and extent of audit procedures 
Done by 

and date W/P Ref 

Section I. 

Perform risk assessment procedures.  

The following risk assessment procedures are performed during Planning  

1. Identify events or conditions (including related business risks) 

that may cast significant doubt on the entity’s ability to continue 

as a going concern in the foreseeable future (which should be at 

least, but is not limited to, twelve months from the balance sheet 

date, or a longer period of time if required by the applicable 

auditing or financial reporting framework), based on our 

understanding of the entity’s business, industry and environment, 

and its financial performance. 

  

1.1 Evaluate management’s assessment or, if none, inquire of 

appropriate members of management about the entity’s ability to 

continue as a going concern. 

If management’s assessment covers less than twelve months 

from the balance sheet date, ask management to extend its 

assessment period to at least twelve months from the balance 

sheet date or to the longer period of time that may be required by 

the applicable auditing or financial reporting framework. 

When there is a history of profitable operations and a ready 

access to financial resources, management may make its 

assessment without detailed analysis.  In such circumstances, 

our conclusion about the appropriateness of management's 

going concern assessment is ordinarily also made without the 

need for performing detailed procedures. 

   

1.2 Inquire of management as to its knowledge of events or 

conditions and related business risks beyond the period of 

assessment used by management. 

  

1.3 Corroborate management’s assessment by review of budgets and 

forecasts for the foreseeable future (as defined above), including 

the ability to comply with debt covenants. 

  

1.4 Document any events or conditions identified during planning 

that may cast significant doubt on the entity’s ability to continue as a 

going concern for the foreseeable future in Section _____of the 

Planning File. 

In addition, if such events and conditions are identified during  

Planning, document the going concern risk as a financial 

statement level risk in Section ____of the Planning File. 
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Nature and extent of audit procedures 
Done by 

and date W/P Ref 

The following risk assessment procedures are performed during Substantive Testing and 

Completion  

2. Remain alert throughout the audit and evaluate, up to the date of 

the audit report, the results of all procedures performed during 

the audit, in order to identify previously unrecognized events or 

conditions and related business risks that may cast significant 

doubt on the entity’s ability to continue as a going concern. In 

particular, perform the following procedures: 

 update inquiries of appropriate members of management about 

events or conditions, if any, that may cast significant doubt about 

the entity’s ability to continue as a going concern 

 consider the results of the overall review of the financial 

statements, including final analytical procedures as documented 

in Section I.A of the Reporting and Evaluation File 

 consider the results of the evaluation of the entity’s assessment of 

debt covenant compliance at period-end and for the year 

subsequent to the balance sheet date (or longer period as required 

by the relevant auditing or financial reporting framework), as 

documented in the relevant Audit Program, and summarize such 

consideration in Section I.A of the Reporting and Evaluation File, 

when relevant, and 

 consider whether to obtain written representation from 

management that the financial statements disclose all of the 

matters of which they are aware that are relevant to the entity’s 

ability to continue as a going concern, including significant 

conditions and events that may cast significant doubt on the 

entity’s ability to continue as a going concern. 

Document the results of the above procedures and our 

conclusions about the going concern assumption in Section I.C 

of the Reporting and Evaluation File and updated inquiries in 

Section I.B of the Reporting and Evaluation File. 

  

2.1 When there is significant delay, in the judgment of the 

engagement partner, in the signature or approval of the financial 

statements by management after the balance sheet date, consider 

the reasons for the delay. When the delay could be related to 

events or conditions relating to the going concern assessment, 

consider the need to perform additional audit procedures, as well 

as the effect on our conclusion regarding the existence of a 

material uncertainty. 

  

2.2 Discuss management as to availability of/or withdrawal of any 

banking/credit facility by the bank 

  

2.3 If an entity’s continuation as a going concern depends on the 

financial support of a parent, affiliate or other related party, set 

out any procedures to obtain audit evidence as to whether: 
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Nature and extent of audit procedures 
Done by 

and date W/P Ref 

· there is a commitment by the related party to provide 

financial support  

· the related party has the intent and ability to provide such 

support 

2.4 Obtain actual results for -----------, and compare the same with 

the budgets, to ensure reasonableness of assumptions used in 

budgets 

  

Section II. 

If, after considering the conditions and events (including related business risks) 
identified in Section I, we believe there is significant doubt about the entity’s 
ability to continue as a going concern for the foreseeable future, perform the 
procedures described in this Section.  

3. Assess whether it is likely that the adverse effects of the 

identified conditions and events will be mitigated by 

management’s plans for future actions and whether 

management’s plans are feasible, can be implemented effectively 

and their outcome will improve the situation. 

  

3.1 Consider the use of external experts to assist in the evaluation of 

management’s plans. 

  

3.2 Consider and discuss with management the following: 

 the prospective operating and financial information (cash flow, 

profit and other relevant forecasts)  

 plans to dispose of assets  

 plans to borrow money or restructure debt  

 plans to reduce or delay expenditures (e.g., workforce reductions 

and plant closures)  

 plans to increase ownership equity  

 plans involving significant revenue growth or increases in gross 

margin, and 

 plans that involve support by a parent company or other related 

party. 

See Attachment 2 for examples of other considerations in 

evaluating management’s plans. 

  

3.3 Consider whether to perform additional procedures, such as 

those listed in Attachment 3, to gain additional information. If 

additional procedures are performed, add such procedures below. 

  

3.4 When financial support by a parent company or other related 

party is a significant factor in considering the future outcome of 

events or conditions that cast a significant doubt on the entity’s 

ability to continue as a going concern: 

 obtain sufficient evidence of support (e.g., written confirmation or 

contractual agreement) from the parent company or the other 
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Nature and extent of audit procedures 
Done by 

and date W/P Ref 

related party for funding and support 

 consider and discuss with management the ability and intent of 

the parent company or other related party to fulfil the 

commitment and whether this commitment is enforceable 

 consider historical actions of the parent company or other related 

party 

 consider the underlying business reasons why the parent company 

or other related party may or may not support the entity, and 

 conclude on the ability of the parent company or the other related 

party to meet the commitment. 

 When analysis of cash flow is a significant factor in considering 

the future outcome of events or conditions, consider: 

 the reliability of the entity's information system for generating 

such information, and 

 whether there is adequate support for the assumptions underlying 

the forecast. 

 In addition, compare:  

 the prospective financial information with historical results for 

recent prior periods, and 

 the prospective financial information for the current period with 

results achieved to date. 

  

 Gather sufficient appropriate audit evidence to confirm or dispel 

whether or not a material uncertainty exists on the entity’s ability 

to continue as a going concern through carrying out further audit 

procedures considered necessary and add additional procedures, if 

any, below. 

  

 Obtain appropriate representations from management regarding 

going concern. 

 When events or conditions have been identified that may cast 

significant doubt on the entity’s ability to continue as a going 

concern, we obtain written representations from management 

regarding its plans for future action. 

 We also consider obtaining written representations from 

management that the financial statements disclose all of the 

matters of which management is aware that are relevant to the 

entity’s ability to continue as a going concern, including 

significant conditions and events, and management plans. 

  

 Conclude whether, in our judgment, a material uncertainty exists 

related to events or conditions that, alone or in aggregate, may 

cast significant doubt on the entity’s ability to continue as a going 

concern. 

 When, primarily because of our consideration of management 

plans, we conclude that a material uncertainty concerning going 

concern does not exist, consult the Risk Management Partner or 

designee when we are considering the issuance of an audit report 
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Nature and extent of audit procedures 
Done by 

and date W/P Ref 

that is not modified. 

 Document relevant findings and conclusions in Section I.C of the 

Reporting and Evaluation File (or provide a W/P Ref).  Generally, 

such documentation includes the following: 

 a description of the conditions or events that led us to believe 

there could be significant doubt about the entity’s ability to 

continue as a going concern for the foreseeable future, including 

those identified subsequent to Planning 

 our conclusion as to whether: 

 there is a significant doubt about the entity’s ability to continue as 

a going concern 

 the going concern assumption is appropriate 

 the going concern assumption is appropriate but a material 

uncertainty exists, or 

 the going concern assumption is inappropriate 

 pertinent facts involving the use of specialists or consultation with 

individuals other than engagement team members 

 a description of management’s plans overcoming the adverse 

effects of the identified conditions or events, and 

 if the use of the going concern assumption is appropriate but a 

material uncertainty exists: 

 document our consideration of the possible effects of the 

conditions or events on the entity’s financial statements 

 consider whether the financial statements adequately describe the 

principal events or conditions that give rise to the significant 

doubt on the entity’s ability to continue in operation and 

management’s plans to deal with these events or conditions, and 

 State clearly that there is a material uncertainty related to events 

or conditions which may cast significant doubt on the entity’s 

ability to continue as a going concern and, therefore, that it may 

be unable to realize its assets and discharge its liabilities in the 

normal course of business. 

 If any significant changes to the going concern assumption and 

our planned procedures related thereto occurred subsequent to 

Planning, document such changes.  

  

Section III. 

If we conclude that, in our judgment, a material uncertainty exists related to 
events or conditions that, alone or in aggregate, may cast significant doubt on 
the entity’s ability to continue as a going concern, perform the procedures 
included in this Section.  

4. Assess reporting implications (i.e., the effects on our audit 

report), including local reporting implications, and follow the 

relevant local consultation protocols. 

  

5. Consider relevant local laws, regulations and professional 

standards regarding communicating going concern related 

matters with management and/or those charged with governance 
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Nature and extent of audit procedures 
Done by 

and date W/P Ref 

(such as the board of directors and the audit committee). 

We consider including in our communication any audit matters 

of governance interest related to going concern that came to our 

attention as a result of the performance of our audit, such as: 

 

 material uncertainties related to events and conditions that may 

cast significant doubt on the entity's ability to continue as a going 

concern 

 expected modifications to our audit report related to going 

concern matters 

 the potential effect on the financial statements of any material 

risks and exposures related to going concern matters, and 

 Other going concern related matters warranting attention by those 

charged with governance. 

 

GOING CONCERN PRACTICE AID 

 

PURPOSE 

 
This Practice Aid includes the audit procedures and guidance to assess an entity's ability to 

continue as a going concern in accordance with ISSAI_____.  

 

GUIDANCE 
 

Following are the guidelines with respect to disclosure and reporting purposes which should 

be considered by the engagement teams where there is a material uncertainty regarding going 

concern assumption. 

 

CONDITIONS FINANCIAL STATEMENTS 

DISCLOSURES 

EFFECT ON 

AUDITOR’S OPINION 

Going concern assumption 

considered appropriate, 

material uncertainty exists.  

Adequate disclosures describing 

events and conditions giving rise to 

entity’s ability to continue in 

operation and management’s plan to 

deal with these conditions / events 

Emphasis of matter 

paragraph 

Going concern assumption 

considered doubtful 

Adequate disclosure made in financial 

statements 

Emphasis of matter 

paragraph 

Going concern assumption 

considered doubtful 

Adequate disclosure not made in 

financial statements 

Qualified or adverse 

opinion 

Going concern assumption 

inappropriate – Financial 

Statements prepared on 

Going concern basis 

Adequate disclosures made or not Adverse opinion 

Going concern assumption Ensure financial statement disclosure Emphasis of matter 



   Execution File 299 

where an entity is near the 

end of its project or 

operations for which it was 

formed 

regarding the activities and objectives 

of the entity 

paragraph 

 

GOING CONCERN PRACTICE AID 

APPENDICES 

Appendix A: Consideration of Management's Plans 

 

Examples of management plans and supporting evidence are described below. The plans that 

would have the most immediate impact on cash flows and solvency normally are of the most 

relevance to the audit. Whenever possible, we should obtain supporting evidence in the form 

of documentation from third parties and/or management's intentions stated in writing to third 

parties: 

o Third-party guarantee. The ability and obligation of a third party to provide continuing 

financial support, as evidenced by a legally binding agreement by a financially capable 

party. See Appendix B. 

o Debt restructuring or new borrowings. The availability of debt financing, including 

existing or committed lines of credit, assets that might be factored or sold and leased 

back, the possibility of restructuring or subordinating debt or of obtaining guaranteed 

loans, the effects of existing restrictions on additional borrowing and the sufficiency of 

available collateral. Absent other factors, there is a rebuttable presumption that only an 

irrevocable legally binding commitment letter constitutes sufficient evidential matter for 

the audit team to consider.  (One major factor that should be considered when attempting 

to overcome this rebuttable presumption is whether management may have other plans in 

the event that the primary financing or refinancing is not forthcoming, including the 

likelihood of implementation of that alternative plan.  In addition, other factors which 

should be considered collectively when attempting to overcome the rebuttable 

presumption above are: (1) the company’s history of obtaining financing in difficult 

times; (2) the quality of current management; (3) the principal reasons giving rise to the 

going concern issue; and (4) the results of direct discussions with the lender or lenders.) 

o Liquidation of assets. The marketability of the assets, restrictions on their disposal (such 

as loan agreements or encumbrances), possible direct and indirect effects of disposal, 

ability to separately discontinue operations with negative cash flows and appraisal 

information in support of values. Support may be found in a sale agreement, letter of 

intent or an appraisal report. Also, consider assistance of Firm appraisal and valuation 

personnel. 

o Reduction or delay of expenditures. The feasibility of plans to reduce overhead and 

administrative costs, to postpone maintenance or research and development projects or to 

lease, rather than purchase, assets and the possible effects of reduced or delayed 

expenditures. Such plans might be evidenced by an approval of the board of directors or a 

published announcement. 

o Increase revenue. New products, customers, markets, etc., as supported by a detailed 

marketing plan. 

Increase in equity. The feasibility of plans to increase ownership equity, reduce current 

dividend requirements or accelerate cash contributions from investees. Normally, the board 

or the principal owners should document these plans.  Absent other factors, there is a 

rebuttable presumption that only an irrevocable legally binding commitment letter constitutes 
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sufficient evidential matter for the audit team to consider. Other factors that should be 

considered collectively when attempting to overcome this rebuttable presumption are set 

forth in the discussion of Debt restructurings or new borrowings above. 

 

Appendix B: Tests of Third-Party Guarantee 

 

The following steps normally are performed to obtain evidence about a third-party guarantee. 

1. Examine the documentation of the guarantee: 

o Statement in the minutes of the guarantor's board of directors. 

o Written communication between the guarantor and the entity. 

o Contractual agreement for which adequate consideration has been received by the 

guarantor. 

o Other (describe). 

2. Obtain written confirmation from the guarantor of its commitment. In addition, the 

engagement team should consider obtaining a statement from the entity’s legal counsel 

that the guarantee is legally enforceable.  If the guarantor is the entity’s parent company 

and is an audit client, this may be included in the general representation letter obtained 

during the parent company's audit, giving due consideration to any differences in year-

ends. An example of the representation is: 

"Management of parent company A is committed to provide the necessary level 

of financial support to subsidiary B to enable it to pay its debts as they become 

due for a period ending on (date should be no earlier than one year from the date 

of the subsidiary's audited balance sheet), and believes parent company A has 

the financial resources to fulfil that commitment." 

3. Examine and describe the evidence that demonstrates that the guarantor has adequate 

financial resources to fulfil its commitment. (Examples include its historical financial 

statements, commitments to others in addition to the entity, and forecasted information.) 

4. Consider the following steps if the guarantee is not legally binding (i.e., if there is no 

contractual obligation for a stated period): 

o Request that management obtain a modification of the guarantee to make it legally 

binding upon the guarantor (i.e., by amending the agreement). (If the guarantor is 

unwilling to revise the terms to our satisfaction, a report modification may be 

appropriate). 

o Interview the guarantor to understand its concerns, financial resources and degree of 

commitment (e.g., as evidenced by its willingness for the entity to disclose the 

agreement). 

 

Appendix C: Going-Concern Assumption is Appropriate 
 

If the going-concern question was raised and subsequently resolved: 

 

1. We should insist that the entity’s accounting policies and procedures be "pristine," 

i.e., as conservative as possible in the circumstances. 

2. In general, the financial statements should disclose – 

a. The principal events or conditions that raised the issue. 

b. The possible effects of those events or conditions. 

c. Management's plans and/or other significant mitigating factors. 
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3. Our opinion should not be modified if the disclosures are adequate.  

4. If adequate disclosures are not made, our opinion should be modified (qualified or 

adverse). The report should include specific reference to the fact that there is a 

material uncertainty that may cast significant doubt about the entity’s ability to 

continue as a going concern.   

5. We should consider whether there are conditions that are likely to have significant 

adverse effects after the 12-month period following the audit date (e.g., the maturing 

of debt, the expectation of liquidity problems, and a start up operation with highly 

uncertain prospects). These events or conditions may call for appropriate footnote 

disclosures.    

 

Appendix D: Substantial Doubt About the Going-Concern Assumption 

If substantial doubt remains about the going-concern question: 

1. We should insist that the entity’s accounting policies and procedures be "pristine," 

i.e., as conservative as possible in the circumstances. 

2. In general, the financial statements should disclose: 

a. The principal conditions that raised the issue. 

b. The possible effects of those conditions. 

c. Management's evaluation of the significance of those conditions and any 

mitigating factors. 

d. Possible discontinuance of operations. 

e. Management's plans, including relevant prospective financial information. The 

prospective financial information need not constitute a "complete" presentation. 

f. Information about the recoverability or classification of assets or the amounts or 

classification of liabilities. 

3. Our report should contain an explanatory "going concern" paragraph following the 

opinion paragraph. See Auditors' Reports, Chapter 6, “Uncertainties." 

4. If adequate financial statement disclosures are not made, our opinion should be 

modified (qualified or adverse). 

 

Appendix E: Management’s Representation 

When we are relying on management's plans to resolve a going-concern question, we should 

obtain appropriate written representation covering management's intentions.  For example: 

o If management, in response to a specific business issue, possible litigation or another 

significant loss contingency, may be considering voluntary protection under bankruptcy 

laws (even though operations are currently profitable), the following representation might 

be obtained; this may be particularly important if there is a likelihood that there will be a 

change in management, in that new management may be more inclined to seek 

bankruptcy: 

"Management has no plans to file for bankruptcy in the coming year." 

o Representations similar to those obtained in the examination of a forecast may be 

appropriate for prospective financial information. 
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II Laws and Regulations  

Overall Considerations 

The objectives of a financial audit in the public sector are often broader than expressing an 

opinion whether the financial statements have been prepared, in all material respects, in 

accordance with the applicable financial reporting framework (i.e. the scope of the ISAs) as 

noted in paragraph A6 of the ISA. The audit mandate, or obligations for public sector entities, 

arising from legislation, regulation, ministerial directives, government policy requirements, 

or resolutions of the legislature may result in additional objectives. These additional 

objectives may include audit and reporting responsibilities relating to reporting whether 

public sector auditors found noncompliance with authorities including budget and 

accountability. However, even where there are no such additional objectives, there may be 

general public expectations in regard to public sector auditors’ reporting of non-compliance 

with authorities. Therefore, public sector auditors keep such expectations in mind, and are 

alert to instances of non-compliance.  

 

In the public sector, consideration of compliance with laws and regulations often has a 

broader scope than that set out in the ISA. This broader scope may, for example, include 

additional responsibilities for expressing a separate opinion as to the entity’s compliance with 

laws and regulations. These additional responsibilities, and related audit and reporting 

objectives, are dealt with in the INTOSAI Compliance Audit Guidelines (ISSAI 4000 and 

4200). Public sector auditors with such additional responsibilities consider ISSAIs 4000 and 

4200. 

 

As noted in paragraph 2 of the ISA, the effect of laws and regulations on the financial 

statements varies considerably. In the public sector there may, for instance, be specific laws 

and regulations on how to distribute grants and subsidies from an agency that will have a 

direct impact on the financial statements. The financial reporting framework may often also 

include information such as a budget report, appropriation report, or performance report. 

When the financial reporting framework includes such information, public sector auditors 

may need to consider specific laws and regulations that may have a direct or indirect effect 

on such information. 

 

when public sector auditors have a broader mandate as noted in paragraph A6 of the ISA and 

paragraph P4 above, public sector auditors take care to ensure that where matters come to 

their attention in respect of such additional responsibilities, these findings are considered 

under the framework of the ISA to assess their potential impact on the financial statements 

and the auditor’s report thereon. The Auditor’s Consideration of Compliance with Laws and 

Regulations 

 

when considering the requirements in paragraph 15 of the ISA, public sector auditors may 

also take into account findings related to non-compliance with laws and regulations from 

other types of audit activities undertaken by the public sector audit organization such as 

performance audits. Reporting of Identified or Suspected Non-Compliance 

 

In addition to the requirement to report to those charged with governance as stated in 

paragraph 22 of the ISA, some public sector auditors communicate all identified instances of 

non-compliance with laws and regulations, even those that are clearly inconsequential. Some 

public sector audit organizations can, according to the audit mandate, order the entity to 

correct any instances of non-compliance with laws and regulations. In such cases, especially 
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where there is an element of subjectivity in interpreting laws and regulations, public sector 

auditors consider whether exercising this authority may impair their independence and, if so, 

take appropriate action to  

avoid such impairment.  

 

when considering the requirement of paragraph 28 of the ISA public sector auditors may also 

determine whether such responsibilities include reporting separately to the legislature and/or 

other relevant authorities such as prosecutors, the police and (if relevant to legislation) 

affected third parties. 

 

Nature and extent of audit procedures 
Done by 

and date 
W/P Ref 

The following risk assessment procedures are performed during Planning  

1. Obtain a general understanding of the legal and regulatory 

framework applicable to the entity and its industry by 

performing the following: 

 use the existing understanding of the entity’s industry, 

regulatory and other external factors, and 

 inquire of management about laws or regulations that may 

be expected to have a fundamental effect on the operations 

of the entity or an effect on the determination of material 

amounts and disclosures in the financial statements. 

 

  

2. Obtain a general understanding of how the entity is complying 

with the applicable legal and regulatory framework by 

inquiring of management concerning the entity’s policies and 

procedures regarding compliance with laws and regulations. 

Such policies and procedures ordinarily include those to ensure: 

 compliance with laws and regulations and prevention of 

instances of noncompliance, including illegal acts. 

 Identification and evaluation of possible instances of 

noncompliance, including illegal acts. 

 

  

3. Perform procedures to identify instances of noncompliance 

with laws and regulations, including illegal acts, where 

noncompliance should be considered when preparing financial 

statements, by performing the following procedures and 

considering the example indicators of noncompliance included 

in Attachment 4. 

Coordinate the performance of such procedures with 

Procedures 4.2, 4.3 and 4.4 of the Audit Program for Specific 

Topics – Fraud. 

Consider whether such instances may be subject to local anti-

money laundering or other related local laws and regulations, 

which impact on communication with the client and 

communication with third parties. 
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Nature and extent of audit procedures 
Done by 

and date 
W/P Ref 

3.1 Inquire of appropriate members of management about: 

 actual or potential instances of noncompliance with laws and 

regulations , including illegal acts, and 

 inquiries, investigations and/or enforcement actions by 

licensing or regulatory authorities. 

 

  

3.2 Follow up on any identified instances of noncompliance with 

laws and regulations existing as of prior period end. 
  

4. Based on the procedures above, document identified risks as 

follows: 

 risk of noncompliance with laws and regulations that affect 

multiple audit objectives as a financial statement level risk.  

 risk of noncompliance that affect a single audit objective as an 

assertion level risk. 

  

The following procedures are performed during Substantive Testing  

5. For each identified audit objective related to the risk of 

noncompliance with laws and regulations, perform the 

following: 

 understand the relevant facts considering the elements of 

information obtained, including information obtained during 

Planning, to identify possible instances of noncompliance 

involving the entity, such as the following: 

- discuss with the entity’s legal counsel, if appropriate 

- inquire of management at a level above those involved 

- consider the use of related work done by internal audit 

- review responses to letters sent to lawyers, tax advisors, 

or others to confirm compliance with laws and 

regulations, and  

- perform other audit procedures as determined to be 

appropriate in the circumstances. 

 evaluate the design of the entity’s related controls and 

determine whether they have been implemented, if the audit 

objective is associated with a significant risk 

 if considered appropriate, test the operating effectiveness of 

such controls 

 perform appropriate substantive procedures, such as: 

- examine as appropriate additional information, and 

- analyze information obtained from the entity’s legal 

counsel who provide or have provided services to the 

entity related to the relevant matter, and 

 evaluate the accounting for and adequacy of disclosure of the 
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Nature and extent of audit procedures 
Done by 

and date 
W/P Ref 

possible instances of noncompliance. When forming the 

conclusion, determine that: 

- sufficient appropriate audit evidence has been obtained 

as to whether the effects of the possible instances of 

noncompliance have been properly recorded (i.e., the 

accounting for an adequate provision and disclosure of 

relevant facts are in accordance with the applicable 

financial reporting framework), and 

- any indications of possible fraud, noncompliance or 

illegal act have been adequately resolved. 

Document the procedures performed and the results of those 

procedures in the appropriate Audit Program or supporting 

working papers. 

6. In those circumstances where we have become aware of 

information concerning a possible instance of noncompliance, 

including a possible illegal act, obtain an understanding of the 

nature of the act and of the circumstances in which it has 

occurred, and sufficient other information to evaluate the 

possible effects on the financial statements. 

Bring promptly to the attention of the engagement partner acts 

of noncompliance with laws and regulations committed by 

clients, or third parties associated with a client that may 

materially affect the financial statements, that KPMG personnel 

learn of or suspect during an engagement, so that the 

engagement partner may then report them to the Risk 

Management Partner. 

  

6.1 When we determine that it is likely that instances of 

noncompliance, including an illegal act, have occurred, perform 

the following: 

 assess the procedures performed by the entity, including any 

investigations that have been conducted 

 document the findings  

 discuss our findings with management and document such 

discussions 

 determine and consider the implications of noncompliance on 

the financial statements   

 consider the implications of noncompliance in relation to other 

aspects of the audit, particularly reliability of management 

representations and our audit report, and 

 consider the relevant local consultation protocols. 

  

6.2 Based on the discussions with management and those charged 

with governance and the results of other procedures, assess the 

need for additional audit procedures, disclosures in the 

financial statements, communications of internal control 

deficiencies, and/or modifications to our audit report. 

  



   Execution File 306 

Nature and extent of audit procedures 
Done by 

and date 
W/P Ref 

6.3 Communicate, as soon as practicable, with those charged with 

governance and senior management, or obtain evidence that 

they are appropriately informed, regarding noncompliance, 

including illegal acts, that comes to our attention. 

Before communicating with those charged with governance, we 

consider if any local laws or regulations limit out ability to 

communicate such considerations, such as where suspicions 

have been reported under local anti-money laundering 

legislation. 

For matters communicated: 

 the communication describes the act, the circumstances of its 

occurrence, and the effect on the financial statements 

 the communication may be oral or written. If the 

communication is oral, the matters communicated 

 we need not communicate matters that are clearly 

inconsequential or trivial and we may reach an agreement in 

advance on the nature of such matters to be communicated  

 if, in our judgment, the noncompliance is believed to be 

intentional and material, we communicate our finding without 

delay, and  

 if we suspect that members of senior management, including 

members of the board of directors, are involved in 

noncompliance, including an illegal act, we report the matter 

to the next higher level of authority at the entity, if it exists, 

such as an audit committee or others charged with governance. 

Where no higher authority exists, or if we believe that the 

report may not be acted upon or are unsure as to the person to 

whom to report, we follow applicable consultation protocols 

and consider seeking legal advice. 

  

The following procedures are performed during Completion 

7. Remain alert throughout the audit and evaluate, up to the date 

of the audit report, the results of all audit procedures 

performed, in order to determine the existence of previously 

unrecognized instances of noncompliance with laws and 

regulations, including possible illegal acts, which may change 

our previous assessments of, or our audit response to, identified 

risks. In particular: 

 consider the results of the review of minutes or other records 

of meetings of shareholders and of those charged with 

governance (e.g., the board of directors and board committees)  

 consider the results of substantive tests of details of classes of 

transactions, account balances, or disclosures  

 consider the results of inquiries of the entity’s management 

and in-house legal counsel concerning litigation, claims and 

assessments and update selected inquiries of management for 
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Nature and extent of audit procedures 
Done by 

and date 
W/P Ref 

any instances of noncompliance 

 follow-up on instances of noncompliance identified earlier 

during the audit, and 

 consider whether there are any other conditions or information 

gained throughout the audit that may be indicative of 

noncompliance. Investigate and perform additional procedures 

as necessary. 

 

8. Obtain written representations from management that they 

have disclosed to us all known actual or possible 

noncompliance with laws and regulations, including illegal 

acts, the effects of which should be considered when preparing 

financial statements. 

  

 

III Litigation and Claims  

Audit Objective 
The objective of the auditor is to obtain sufficient appropriate audit evidence regarding the 

completeness of litigation and claims involving the entity. 

 

When designing and performing audit procedures in accordance with the requirements in 

paragraph 9 and the related guidance in paragraph A18 of the ISA, public sector auditors may 

have additional responsibilities in relation to litigation and claims. These responsibilities may 

include identifying probable future claims and the potential wider consequences of those 

claims on the public sector. Due to the complexity and structure of public sector 

organizations, public sector auditors may need to inquire of other public sector organizations 

in addition to management of the audited public sector entity. For example, a central legal 

department may administer all claims against the government; the public sector auditors 

would inquire of that department in addition to management of the audited entity.  

 

Where legal counsels within the government do not charge the public sector entity for their 

services, public sector entities may not have legal expense accounts as discussed in paragraph 

9(c) of the ISA. ISSAI 1501 

 

Public sector auditors may need to consider other sources of information when performing 

audit procedures to identify litigation and claims involving the entity such as: 

 

 Media reports;  

 General public and stakeholder feedback;  

 Other information obtained by regulators, officials, public prosecutors, or other 

investigative  

 agencies;  

 Information from complaints officials and whistle-blowers; and  

 Outcomes of performance or other audits.  

 

When applying the requirements in paragraph 10 of the ISA, public sector auditors, in 

accordance with their mandate, may have the right to communicate directly with the entity’s 

external legal counsel without management’s permission. Public sector auditors consider the 
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independence and objectivity of a legal counsel who may be part of the entity or part of 

another government organization. When the independence or objectivity of legal counsel is in 

doubt, the public sector auditors may wish to consider obtaining legal advice from another 

source. 

 

When seeking direct communication through a letter (Use Appendix G) of general or specific 

inquiry as referred to in paragraphs A22 and A23 of the ISA, public sector auditors may 

include other specific inquiries if permitted by the applicable financial reporting framework. 

For example, this may include whether the entity is operating within its legislative mandate. 

 

Nature and extent of audit procedures 
Done by 

and date 

W/P 

Ref 

The following risk assessment procedures are performed during Planning  

1. Discuss with management the policies and procedures adopted for 

identifying, evaluating and accounting for litigation, claims and 

assessments that may have a material effect on the financial 

statements. 

  

2. Identify litigation and claims involving the entity that may result 

in a material misstatement of the financial statements by 

performing the procedures listed below. 

  

2.1 Obtain from management a list with a current description of 

litigation, claims and assessments and management’s assessment 

of each (i.e., the estimate of the related financial statement 

implications, including costs involved, to resolve the matters). 

The list may include an identification of those matters referred to 

external legal counsel and those matters handled by in-house legal 

counsel. 

  

2.2 Obtain from management a list of claims defended by insurance 

companies. The list may include for each claim: 

 the amount of the claim 

 the amount of insurance coverage 

 the amount of the deductible, and 

 management’s opinion as to the outcome. 

 

 N/A 

2.3 Test the completeness of the lists by performing the following: 

 review of the minutes of meetings of the shareholders and of 

those charged with governance  

 examination of relevant documents in the entity’s possession 

concerning litigation, claims and assessments, including 

correspondence with and, if appropriate, invoices from the 

entity’s legal counsel  

 examination of the legal expense and fee accounts  

 use of information regarding the entity’s business, including 

information obtained from in-house legal counsel  

 inquire of appropriate members of management regarding the 

completeness of the above lists and management’s assessment. 

  



   Execution File 309 

Nature and extent of audit procedures 
Done by 

and date 

W/P 

Ref 

 follow up on any significant litigation, claims and assessments 

existing as of prior period-end, and 

 consider performing other procedures as appropriate under the 

circumstances and document such procedures. 

3. Identify commitments and contingencies involving the entity by 

inquiring of the appropriate members of management or other 

employees as to the existence of commitments and contingencies, 

which may help us identify litigation or claims involving the 

entity that may result in a material misstatement of the financial 

statements and/or may require disclosure in accordance with the 

relevant financial reporting framework. 

  

4. If any significant litigation, claims, commitments or 

contingencies are identified, include such risks as an assertion 

level risk.  

Ordinarily, a risk involving litigation or claims with a possible 

significant impact on the financial statements is considered a 

significant risk. 

 

  

The following procedures are performed during Control Evaluation and Substantive 

Testing  

5. Send letters of audit inquiry to selected lawyers who provide or 

have provided services to the entity and, when sending such 

letters, also consider litigation being defended by insurance 

companies. When doing so: 

 document the basis of selection of the entity’s lawyers to whom 

audit inquiry letters are sent in a supporting working paper 

 evaluate the response to each audit inquiry letter that was sent 

and document the conclusions as to accounting and disclosure 

for each litigation, claim and assessment identified in the 

lawyers’ response to letters of audit inquiry. 

  

6. For each identified audit objective involving litigation and claims, 

perform the following: 
 

 understand the relevant facts considering the elements of 

information obtained, including information obtained during 

Planning, to identify significant litigation and claims involving 

the entity, such as the following: 

- information obtained through inquiries of management 

- information obtained from discussion with any in-house 

legal department 

- information obtained from discussion with other 

appropriate client personnel 

- results of review of minutes of meetings of shareholders 

and those charged with governance 

- results of review of correspondence with the entity’s legal 
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Nature and extent of audit procedures 
Done by 

and date 

W/P 

Ref 

counsel, and 

- results of review of relevant documents in the auditee’s 

possession 

 evaluate the design of the entity’s related controls and determine 

whether they have been implemented, if the audit objective is 

associated with a significant risk 

 if considered appropriate, test the operating effectiveness of such 

controls 

 perform appropriate substantive procedures, such as: 

- examine as appropriate additional information (such as 

invoices, executed copies of agreements, contracts, and 

other pertinent documents) on the litigation or claim in 

possession of the entity 

- analyze information obtained from the entity’s legal 

counsel who provide or have provided services to the 

entity 

- evaluate management’s assessment of the litigation or 

claim (i.e., the estimate of the related financial statement 

implications, including costs involved, to resolve the 

matters), and 

- obtain a confirmation from the entity’s legal counsel (or 

in-house legal counsel if no outside legal counsel is 

involved) of the reasonableness of management’s 

assessment on the matters, and 

 evaluate the accounting for, and adequacy of, disclosure of the 

litigation or claim. When forming the conclusion, determine that: 

- sufficient appropriate audit evidence has been obtained as 

to whether the effects of the litigation or claim have been 

properly recorded (i.e., the accounting for an adequate 

provision and disclosure of relevant facts are in 

accordance with the applicable financial reporting 

framework), and 

- any indications of possible fraud or illegal act have been 

adequately resolved. 

7. Vouch 100% legal and professional expense with supporting 

documents for identification of unusual payment to legal advisor 
  

The following procedures are performed during Completion. 

8. Evaluate, up to the date of the audit report, the results of all 

procedures performed related to litigation and claims that may 

change our previous assessments or our audit response to 

identified risks, up to the date of our report. In particular, update 

the risk assessment made in Planning by: 

 updating selected inquiries with appropriate members of 
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Nature and extent of audit procedures 
Done by 

and date 

W/P 

Ref 

management concerning litigation, claims, contingencies and 

commitments, as appropriate 

 obtaining an updated summary of all litigation and claims and 

management’s assessment of each  

 considering whether it is necessary to obtain updated information 

from the entity’s legal counsel, and  

 concluding on litigation and claims. 

 

9. Obtain written representation from management that they have 

disclosed to us all unasserted litigation, claims, contingencies and 

commitments. 

  

10. Consider whether any communication to management or those 

charged with governance is needed.   
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AUDITOR-GENERAL OF PAKISTAN 
EVALUATION AND REPORTING FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 

INTERNAL CONTROL WEAKNESSES – IMPACT ANALYSIS   

 

FORM ____ 

This form is used to summarise the internal control weaknesses that were documented in detail on the Internal Control Questionnaires, and 

any changes required to the Audit Plan as a result of the weaknesses.  

ICQ 
Ref. 

Nature of Weakness 
Entity Agrees 
(Yes/No) 

Effect of Weakness on Audit Plan/ 
Additional Audit Work Required 

Ref. To Work 
Performed 
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AUDITOR-GENERAL OF PAKISTAN 
EVALUATION AND REPORTING FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 

ANALYTICAL PROCEDURE THRESHOLDS 
 

1. Analytical Procedure (reference to Summary of  

Analytical Procedures Performed form):    __________________ 

 

2. Planned Precision (from Expected Aggregate Error 

and Planned Precision Form):     __________________ 

 

3. Threshold Factor (from table below):    __________________ 

 

4. Calculated Threshold (line 2 x line 3):    __________________ 

 

 

THRESHOLD FACTORS: 

 

 

Level of Aggregation 

 

 

Data for year 

 

Data for month 

 

Entity-wide (e.g. a major 

expense/revenue head for whole 

entity) 

 

 

0.5 

 

 

0.2 

 

One level down (e.g. expense 

line for a unit of the entity, or a 

minor expense/revenue head 

instead of a major object) 

 

 

 

0.15 

 

 

0.05 

 

Two levels down (e.g. expense 

/revenue line for a division or a 

staff classification) 

 

 

 

0.05 

 

 

0.02 

 

 

 

 

 

        See guidance over….. 
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Guidance for use of Setting Analytical Procedures Thresholds form: 

 

The smaller the Threshold, the greater the assurance that can be achieved. 

 

Items comprising an account balance can be analysed at of different levels of aggregation. 

Also, the data used for an analytical procedure may be data for a whole year, or for 

individual months. 

 

In general, the thresholds are smaller as the data is analysed in greater detail. So data 

selected at a division level supports a smaller threshold than data selected at a ministry level. 

Similarly, data representing an individual month supports a smaller threshold then data that 

represents a whole year. 

 

See Appendix E of the Financial Audit Manual for a full discussion of Analytical Procedures.  
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AUDITOR-GENERAL OF PAKISTAN 
EVALUATION AND REPORTING FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 

 

EVALUATION OF ANALYTICAL PROCEDURES 
 

 

1. Analytical Procedure (reference to Summary of 

Analytical Procedures Performed form):    __________________ 

 

2. Description of data being analysed: name    __________________ 

 

entity / sub-entity level  __________________ 

 

annual or monthly  __________________ 

 

3. Data value (from Details of Analytical Review Procedure 

Performed form):     __________________ 

 

4. Comparative Value (from Details of Analytical Review  

Procedures Performed  from):   __________________ 

 

5. Difference (Line 4  minus line 3):     __________________ 

 

6. Threshold (from Analytical Procedure Threshold form):  __________________ 

 

Does Difference (Line 5) exceed Threshold (line 6)?     Y / N 

 

If yes, complete the following: 

 

 

 

 

 

 

 

          Continued over…… 
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(A) Explanation of difference from Entity Management: 

 

 

 

 

 

 

 

 

(B) Auditor’s comment on Entity Management’s explanation: 

 

 

 

 

 

 

 

(C) Impact on planned audit activities: 

 

E.g.  if explanation is satisfactory – no impact 

 

 if  explanation is not satisfactory -     re-assess inherent risk? 

- reduce reliance on analytical procedures? 

- increase substantive tests of details? 

 

 

 

 

Signed:        Date: 

 

 

Reviewed:       Date: 

 

 

 

 

 

Guidance on use of this form: 

 

See Appendix E of the Financial Audit Manual for a full discussion of Analytical Procedures, 

particularly steps 12 and 13 of the process for performing analytical methods. 
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AUDITOR-GENERAL OF PAKISTAN 
EVALUATION AND REPORTING FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 

EVALUATION OF INTERNAL CONTROL DEVIATIONS 
 

EVALUATION OF SAMPLE RESULTS 

 

1. Confidence level used        __________% 

 

2. Number of deviations found in sample (from Internal Control  

Deviation forms )        ___________ 

 

3. Confidence factor (from table overleaf)     ___________ 

 

4. Sample size (from sample sizing for tests of Internal Control form)  ___________ 

 

5. Maximum projected deviation rate [ 3 / 4 ]     __________% 

 

6. Upper error limit (maximum tolerable deviation rate from Sample Sizing  

For tests Of Internal Control form)      __________% 

 

 

 

Conclusion:  I am _____%  ( from line 1) confident that a maximum of  _______%  

(from line 5) of transactions in this Component  contain internal control deviations. This is 

lower / higher than the Upper error / limit of  _____% (from line 6). Therefore result is / is 

not acceptable. 

 

 

Impact on planned audit activities: 

 

If conclusion is acceptable – no impact 

 

If conclusion is unacceptable     -     reassess control risk? 

- reduce reliance on controls? 

- Increase substantive test of details? 

 

 

 

Signed:____________________    Date:___________ 

 

 

Reviewed by:_______________    Date:___________ 
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CONFIDENCE  Number   of  Deviations   

 

Level (%) 

 

0 

 

1 

 

2 

 

3 

 

4 

 

99.0 

 

4.61 

 

6.64 

 

8.41 

 

10.05 

 

11.61 

 

97.5 

 

3.69 

 

5.57 

 

7.22 

 

8.76 

 

10.23 

 

95.0 

 

3.00 

 

4.75 

 

6.30 

 

7.76 

 

9.16 

 

90.0 

 

2.30 

 

3.89 

 

5.32 

 

6.68 

 

7.99 

 

85.0 

 

1.90 

 

3.38 

 

4.73 

 

6.02 

 

7.27 

 

80.0 

 

1.61 

 

3.00 

 

4.29 

 

5.53 

 

6.74 

 

75.0 

 

1.39 

 

2.70 

 

3.93 

 

5.11 

 

6.28 

 

70.0 

 

1.21 

 

2.44 

 

3.62 

 

4.76 

 

5.89 

 

 

 

 

Guidance: 

 

The confidence level is not the converse of control risk, because 

 

a) Usually several key controls need to work together to prevent or detect material error, and  

b) The auditor usually performs other non-sampling procedures as well, such as inquiries, 

observations and walk – through procedures. 

 

Use of the following Confidence Levels:      

 

          CONFIDENCE LEVEL  

 

High reliance on controls / low control risk     95% 

 

Moderate reliance on controls / moderate control risk   90% 

 

Low reliance on controls / high control risk     80% 
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AUDITOR-GENERAL OF PAKISTAN 
EVALUATION AND REPORTING FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 

SUBSTANTIVE TESTS EVALUATION – PROJECTABLE ERRORS  
FROM SAMPLE 

 

SAMPLE  Ref.  :  

 

AVERAGE SAMPLING INTERVAL (from Sample Sizing for Substantive Tests of 

Details form): 

 

CONFIDENCE LEVEL (from Sample Sizing for Substantive Tests of Details form): 

 

OVERSTATEMENTS (use only Projectable Overstatement Errors from Substantive Test 

Sample Summary 

1 2 3 4 5 6 7 8 

WP 

Reference  

Book 

Value 

Audit 

Value 

Error Tainting  Ranking PGW 

Factor 

Adjusted 

Tainting 

 

 

 

 

 

 

 

 

       

TOTAL        

 

 

UNDERSTATEMENTS (use only Projectable Understatement Errors from Substantive 

Test Sample Summary  form) 

1 2 3 4 5 6 7 8 

WP 

Reference  

Book 

Value 

Audit 

Value 

Error Tainting  Ranking PGW 

Factor 

Adjusted 

Tainting 

 

 

 

 

 

 

 

 

       

TOTAL        

See guidance over……. 
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Guidance for use of Substantive Tests Evaluation – Projectable Errors from Sample form: 

 

Enter each Projectable Error from the Substantive Test Sample Summary, separating 

overstatements and understatements. 

Column 1. Insert reference to item on Substantive Test Sample Summary form. 

Column 2. Insert item’s book value  

Column 3. Insert audit value for item 

Column 4. Insert error (difference between 2 and 3) 

Column 5. Calculate Tainting (4/2) 

Column 6. Rank Tainting values, highest = 1, next highest = 2, and so on. 

Column 7. Select appropriate PGW factors from table below 

Column 8 Calculate Adjusted Taintings (5 x 7) 

 

Then sum each column. 

 

Basic Precision and Precision Gap widening factors: 

 

75% 80% 85% Confidence level 90% 95% 

 

1.39 

 

1.61 

 

1.90 

 

Basic Precision 

 

2.30 

 

3.00 

   PGW factors   

0.31 0.39 0.48 for the 1st error 0.59 0.75 

0.23 0.29 0.35 for the 2nd error 0.43 0.55 

0.18 0.24 0.29 for the 3rd error 0.36 0.46 

0.17 0.21 0.25 for the 4th error 0.31 0.40 

0.15 0.19 0.23 for the 5th error 0.28 0.36 

      

0.13 0.17 0.21 for the 6th error 0.26 0.33 

0.13 0.16 0.19 for the 7th error 0.24 0.31 

0.12 0.15 0.18 for the 8th error 0.22 0.29 

0.11 0.14 0.17 for the 9th error 0.21 0.27 

0.11 0.13 0.16 for the 10th error 0.20 0.26 

      

0.10 0.13 0.16 for the 11th error 0.19 0.25 

0.09 0.12 0.15 for the 12th error 0.18 0.24 

0.09 0.12 0.14 for the 13th error 0.18 0.23 

0.09 0.11 0.14 for the 14th error 0.17 0.22 

0.09 0.11 0.13 for the 15th error 0.16 0.21 
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AUDITOR-GENERAL OF PAKISTAN 
EVALUATION AND REPORTING FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 

SUBSTANTIVE TESTS EVALUATION – NON-PROJECTABLE ERRORS 
 

 

Non-projectable overstatement errors from 

Substantive Test Sample Summary     + _________________ 

 

Non-projectable understatement errors from  

Substantive Test Sample Summary     - _________________ 

 

Overstatement errors from Substantive Tests of  

High Value/Key Items – Summary form    + _________________ 

 

Understatement errors from Substantive Tests of  

High Value/Key Items – Summary form    - _________________ 

 

Overstatements from Errors in Accounting Estimates form  + _________________ 

 

Understatements from Errors in Accounting Estimates form  - _________________ 

         

        _________________ 

 

NET NON-PROJECTABLE ERRORS      

 (Sum of above)       __________________ 
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AUDITOR-GENERAL OF PAKISTAN 
EVALUATION AND REPORTING FILE 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 

SUBSTANTIVE TESTS EVALUATION - SUMMARY  
 

MOST LIKELY ERROR (MLE)  OVERSTATEMENTS    UNDERSTATEMENTS 

 

1. Net non-projectable errors (from Non-projectable   

Errors form)           __________  ___________ 

 

2. Total Overstatements Tainting (from Projectable  

Errors from Sample form)         __________  ___________ 

 

3. Total Understatements Tainting  (from Projectable  

Errors from Sample form)         __________  ___________ 

 

4. Total Tainting (2 plus 3)         __________  ___________ 

 

5. Average Sampling Interval (ASI) (from Sample Size   

For Substantive Tests of details form)       __________  ___________ 

 

6. Most likely Projected error (4 x 5)        __________  ___________ 

 

7. Most likely Error (1+6)         __________  ___________ 

 

 

BASIC PRECISION 

 

8. Basic Precision Factor (select from Table overleaf)    ____________ 

 

9. Basic Precision (5 x 8)       ____________ 

 

TOTAL PRECISION 

 OVERSTATEMENTS: 

 

10. Total Adjusted Taintings for Overstatements  

(from Projectable Errors for Sample form)     ____________ 

 

11. Precision Gap Widening (10 x 5) 

 

12. Total Precision for Overstatements (9 + 11) 

 

UNDERSTATEMENTS: 

 

13. Total Adjusted Taintings for Understatements 

(from Projectable Errors from Sample form)     ____________ 

 

14. Precision Gap Widening (13 x 5)      ____________ 
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15. Total Precision for Understatements ( 9 + 14)    ____________ 

Continued over…….. 

NET UPPER  ERROR LIMITS 

 

16. Net UEL for Overstatements (7 +12)      ____________ 

 

17. Net UEL for Understatements (7 + 15)     ____________ 

 

MATERIALITY 

 

18. From Materiality Assessment form      ____________ 

 

CONCLUSION 

 

For this Component, I am ______________% (insert Confidence Level) Confident that the 

population is not overstated by more than _____________ (insert from 16) or  understated by 

more than ________(insert from 17).These amounts are less than / not less than Materiality  

______________ (insert from 18).Therefore this is/is not an acceptable result. 

 

Prepared by:       Date: 

 

 

Reviewed by:       Date: 

 

Guidance for the Substantive Tests Evaluation Summary form: 

 

This form uses the data captured on the Projectable Errors from Sample form and the Non-

Projectable Errors form to determine the likely over and understatement errors in the 

component. These errors, called Upper Error Limits for Overstatements and Understatements 

are compared with the Materiality amount to determine if the results are acceptable. 

 

 

75% 80% 85% Confidence level 90% 95% 

 

1.39 

 

1.61 

 

1.90 

 

Basic Precision 

 

2.30 

 

3.00 

   PGW factors   

0.31 0.39 0.48 for the 1st error 0.59 0.75 

0.23 0.29 0.35 for the 2nd error 0.43 0.55 

0.18 0.24 0.29 for the 3rd error 0.36 0.46 

0.17 0.21 0.25 for the 4th error 0.31 0.40 

0.15 0.19 0.23 for the 5th error 0.28 0.36 

      

0.13 0.17 0.21 for the 6th error 0.26 0.33 

0.13 0.16 0.19 for the 7th error 0.24 0.31 

0.12 0.15 0.18 for the 8th error 0.22 0.29 

0.11 0.14 0.17 for the 9th error 0.21 0.27 

0.11 0.13 0.16 for the 10th error 0.20 0.26 

      

0.10 0.13 0.16 for the 11th error 0.19 0.25 

0.09 0.12 0.15 for the 12th error 0.18 0.24 

0.09 0.12 0.14 for the 13th error 0.18 0.23 

0.09 0.11 0.14 for the 14th error 0.17 0.22 

0.09 0.11 0.13 for the 15th error 0.16 0.21 

 
 
 



  Reporting File 16 

AUDITOR-GENERAL OF PAKISTAN 
EVALUATION AND REPORTING FILE 

 

ACHIEVED LEVEL OF ASSURANCE FORM  
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT(S): 
 
AUDIT PERIOD: 

 

Specific financial audit 

objective(s) and related 

compliance with 

authority objective(s): 

______________________ 

______________________ 

______________________ 

______________________ 

______________________ 

______________________ 

 

 

Risk Category Planned Achieved 

Inherent Risk (IR)    

Control Risk (CR)    

Other Substantive Procedures Risk (OSPR)    

Resulting Substantive Tests of Details Risk (STDR)    

Desired Audit Risk (AR)   N/A 

Achieved Audit Risk (IR x CR x OSPR x STDR) (If higher 

than desired audit risk, more work is required.) 
N/A 

 

 

 

 

Determined by: ______________________________ Date: ____________ 

 

 

 

Approved by:  ________________________ Date: ____________ 
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How to Use the Achieved Level of Assurance Form: 
 

This form is a guide to assist the auditor to determine whether he/she has achieved the desired 

level of overall audit assurance (i.e. has reduced audit risk to the desired level) for each 

financial audit objective and compliance with authority objective for each component.  

The following points should be noted: 

1. The amounts in the “planned” column are taken from the applicable Source of 

Assurance Form.  

2. In the “achieved” column, the auditor inserts the converses of the achieved levels of 

assurance. For example, if the auditor had found that the internal controls were not 

operating very well, and could only place a low level of assurance (20%) on the controls, 

the auditor would insert 80% as the achieved control risk.  

3. Achieved inherent risk is the same as planned inherent risk. 

4. To assist in determining the achieved level of control risk (CR), the auditor can make 

reference to: 

(a) The completed Internal Control Questionnaire; and 

(b) The guidance contained in the Financial Audit Manual concerning the evaluation of 

tests of internal control. 

5. To assist in determining the achieved level of Other Substantive Procedures Risk 

(OSPR), i.e. Analytical Procedures the auditor can make reference to the guidance 

contained in Annex E of the Financial Audit Manual. 

6. With respect to the achieved level of Substantive Tests of Details Risk (STDR), unless the 

auditor had amended his sampling parameters to take into account lower or higher 

achieved levels of risk in the other categories, the auditor would normally insert the 

same amount as the planned risk.  

7. The auditor should then multiply the achieved risks and compare the achieved audit risk 

to the desired audit risk. If the achieved risk is higher than the desired risk, the auditor 

needs to perform more work to reduce the risk to the desired level. 

8. While the assessments should be made for each financial audit objective and compliance 

with authority objective for each component, the form permits the auditor to list more 

than one specific financial audit objective, related compliance with authority 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, specific financial 

audit objective and related compliance with authority objective on his/her Source of 

Assurance Form. 
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AUDITOR-GENERAL OF PAKISTAN 
EVALUATION AND REPORTING FILE 

 
ERROR IN EACH COMPONENT 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

  

Component: _________________________________________ 

 

 Over-

statements 

Under-

statements 

Most likely error (MLE) (consider projectable 

errors, non-projectable errors, errors in accounting 

estimates and errors carried forward from the 

previous year) 

  

Basic precision (BP)   

Precision gap widening (PGW) _________ _________ 

Total of MLE, BP and PGW   

(Less): “Opposing” MLE  (_________) (__________) 

Net Upper Error Limit (UEL) in 

component 

 

__________ 

 

__________ 

 

Prepared by:       Date: 

 

Reviewed by:       Date: 

 

 

 

Guidance for use of this form: 

 

This form is used to capture the most likely and maximum possible errors in each component. 

A component includes any amounts requested in the notes to the financial statements. 

 

Before arriving at an error for each component, all of the potential errors from all audit 

procedures need to be considered, and any conflicting audit evidence resolved. 

 

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

form. 
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AUDITOR-GENERAL OF PAKISTAN 
EVALUATION AND REPORTING FILE 

 
OVERALL ERROR IN FINANCIAL STATEMENTS 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

Receipts/Revenue Components 

Overstatements in 

Net Income/ 

Residual Equity 

Understatements 

in Net Income/ 

Residual Equity 

Most likely error (MLE) in each receipts/ 

revenue component (listed below): 

  

_______________   

_______________   

_______________ 
 

 

_______________ 
 

 

_______________ 
_________ 

_________ 

Total MLE _________ _________ 

Basic precision (BP) (largest of all 

receipts/revenue components) 

 

_________ 

 

_________ 

Precision gap widening (PGW) in each 

receipts/revenue component (listed 

below): 

  

_______________   

_______________ 
 

 

_______________ 
 

 

_______________ 
 

 

Total PGW _________ _________ 

Total of MLE, BP and PGW 
 

 

(Less): “Opposing” MLE  
(________________) 

(_____________) 

Net Upper Error Limit (UEL) in 

receipts/revenues 

 

_________ 

 

_________ 
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Overall Error in Financial Statements (continued) 
 

 

Expenditure Components 

Overstatements in 

Net Income/ 

Residual Equity 

Understatements 

in Net Income/ 

Residual Equity 

Most likely error (MLE) in each 

expenditure component (listed below): 

  

_______________   

_______________   

_______________ 
 

 

_______________ 
 

 

_______________ 
_________ 

_________ 

Total MLE _________ _________ 

Basic precision (BP) (largest of all 

expenditure components) 

 

_________ 

 

_________ 

Precision gap widening (PGW) in each 

expenditure component (listed below): 

  

_______________   

_______________ 
 

 

_______________ 
 

 

_______________ 
 

 

_______________ 
_________ 

_________ 

Total PGW _________ _________ 

Total of MLE, BP and PGW 
 

 

(Less): “Opposing” MLE  
(_________________) 

(_____________) 

Net Upper Error Limit (UEL) in 

expenditures 

 

_________ 

 

_________ 
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Overall Error in Financial Statements (continued) 
 

 

Net Income 

Overstatements in 

Net Income/ 

Residual Equity 

Understatements 

in Net Income/ 

Residual Equity 

Most likely error (MLE) in 

receipts/revenues 

  

(Less): “Opposing” MLE  
(_________________) 

(_____________) 

 Net MLE in receipts/revenue   

Most likely error (MLE) in expenditures   

(Less): “Opposing” MLE  
(_________________) 

(_____________) 

Net MLE in expenditures _________ _________ 

Net MLE in net income _________ _________ 

Basic precision (BP) for receipts/revenues 

(largest of all receipts/revenue 

components) 

  

Basic precision (BP) for expenditures 

(largest of all expenditure components) 
  

Basic precision (BP) for net  

income (largest of the two above) 

 

_________ 

 

_________ 

Precision gap widening (PGW) for 

receipts/revenues 

  

Precision gap widening (PGW) for 

expenditures 

 

_________ 

 

_________ 

Precision gap widening (PGW) for net 

income 

 

_________ 

 

_________ 

Net Upper Error Limit (UEL) in 

net income 

 

_________ 

 

_________ 
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Overall Error in Financial Statements (continued) 
 

 

Asset Components 

Overstatements in 

Net Income/ 

Residual Equity 

Understatements 

in Net Income/ 

Residual Equity 

Most likely error (MLE) in each asset 

component (listed below): 

  

_______________   

_______________   

_______________ 
 

 

_______________ 
 

 

_______________ 
_________ 

_________ 

Total MLE _________ _________ 

Basic precision (BP) (largest of all asset 

components) 

 

_________ 

 

_________ 

Precision gap widening (PGW) in each 

asset component (listed below): 

  

_______________   

_______________ 
 

 

_______________ 
 

 

_______________ 
 

 

_______________ 
_________. 

_________ 

Total PGW 
_________ _________ 

Total of MLE, BP and PGW 
 

 

(Less): “Opposing” MLE  
(_________________) 

(_____________) 

Net Upper Error Limit (UEL) in 

assets 

 

_________ 

 

_________ 
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Overall Error in Financial Statements (continued) 
 

 

Liability Components 

Overstatements in 

Net Income/ 

Residual Equity 

Understatements 

in Net Income/ 

Residual Equity 

Most likely error (MLE) in each liability 

component (listed below): 

  

_______________   

_______________   

_______________ 
 

 

_______________ 
 

 

_______________ 
_________ 

_________ 

Total MLE _________ _________ 

Basic precision (BP) (largest of all 

liability components) 

 

_________ 

 

_________ 

Precision gap widening (PGW) in each 

liability component (listed below): 

  

_______________   

_______________ 
 

 

_______________ 
 

 

_______________ 
 

 

_______________ 
_________ 

_________ 

Total PGW 
_________ _________ 

Total of MLE, BP and PGW 
 

 

(Less): “Opposing” MLE  
(_________________) 

(_____________) 

Net Upper Error Limit (UEL) in 

liabilities 

 

_________ 

 

_________ 
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Overall Error in Financial Statements (continued) 
 

 

Equity Components 

Overstatements in 

Net Income/ 

Residual Equity 

Understatements 

in Net Income/ 

Residual Equity 

Most likely error (MLE) in each equity 

component (listed below): 

  

_______________   

_______________   

_______________ 
 

 

_______________. 
 

 

_______________ 
_________ 

_________ 

Total MLE _________ _________ 

Basic precision (BP) (largest of all equity 

components) 

 

_________ 

 

_________ 

Precision gap widening (PGW) in each 

equity component (listed below): 

  

_______________   

_______________ 
 

 

_______________ 
 

 

_______________ 
 

 

_______________ 
_________ 

_________ 

Total PGW _________ _________ 

Total of MLE, BP and PGW 
 

 

(Less): “Opposing” MLE  
(_________________) 

(_____________) 

Net Upper Error Limit (UEL) in 

equity 

 

_________ 

 

_________ 
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Overall Error in Financial Statements (continued) 
 

 

Opening Residual Equity 

Overstatements in 

Net Income/ 

Residual Equity 

Understatements 

in Net Income/ 

Residual Equity 

Most likely error (MLE)    

Basic precision (BP)    

Precision gap widening (PGW)  
_________ 

_________ 

Total of MLE, BP and PGW 
 

 

(Less): “Opposing” MLE  
(_________________) 

(_____________) 

Net Upper Error Limit (UEL) in 

opening residual equity 

 

_________ 

 

_________ 

 

 

Summary of Most Likely Errors: 

 

 
MLE 

(Overstatement) understatement of assets  

Overstatement (understatement) of liabilities _________ 

Overstatement (understatement) of equity components _________                     

(Overstatement) understatement of closing residual equity  

_________ 

  

(Overstatement) understatement of receipts/revenues  

Overstatement (understatement) of expenditures _________ 

(Overstatement) understatement of net income  

(Overstatement) understatement of opening residual equity _________ 

(Overstatement) understatement of closing residual equity 

(as above) 

 

_________ 
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Guidance on use of Errors in the Financial Statements form: 

This form is designed to summarise the errors in the financial statements – first the errors in 

receipts/revenues, expenditures and net income, and then the errors in assets, liabilities, 

equity and opening residual equity. The last table of this form then shows the overall most 

likely errors in assets, liabilities, receipts/revenues, expenditures, equity and opening residual 

equity.  

This summary will not capture errors in the notes to the financial statements, 

misclassifications between asset components, etc. These will, though, have been captured on 

Form 3. 
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AUDITOR-GENERAL OF PAKISTAN 
EVALUATION AND REPORTING FILE 

 
COMPLIANCE WITH AUTHORITY VIOLATIONS 
 
NAME OF AUDIT ENTITY: 
 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

Part A -- Errors in Amount for Authority Available: 

 

Grant:  ___________________________ 
Over-

statements 

Under-

statements 

Most likely error (MLE) (consider projectable errors, 

non-projectable errors, errors in accounting estimates 

and errors carried forward from the previous year) 

  

Basic precision (BP)   

Precision gap widening (PGW) _________ _________ 

Total of MLE, BP and PGW   

(Less): “Opposing” MLE  (_________) (_________) 

Net Upper Error Limit (UEL) in grant _________ _________ 

 

 

Part B – Errors in Amount for Excess/ Saving: 

 

Grant:  ___________________________ 
Over-

statements 

Under-

statements 

Most likely error (MLE) (consider projectable errors, 

non-projectable errors, errors in accounting estimates 

and errors carried forward from the previous year) 

  

Basic precision (BP)   

Precision gap widening (PGW) _________ _________ 

Total of MLE, BP and PGW   

(Less): “Opposing” MLE  (_________) (_________) 

Net Upper Error Limit (UEL) in grant _________ _________ 
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Compliance With Authority Violations (cont) 
 

 

Part C – Vote over-expended but not so reported: 

 

Grant:  ___________________________ Amount 

Savings reported (show as negative amount) (               ) 

Add: Most likely error (MLE) (consider projectable errors, non-

projectable errors, errors in accounting estimates and errors carried 

forward from the previous year) 

 

_________ 

Most likely amount by which vote over-expended 
_________ 

 

 

Part D – Spending for purposes not authorised: 

 

Grant to which charged: ________________________ Amount 

Most likely error (MLE) (consider projectable errors, non-projectable 

errors, errors in accounting estimates and errors carried forward from 

the previous year) 

 

Basic precision (BP)  

Precision gap widening (PGW) _________ 

Total of MLE, BP and PGW _________ 

 

 

 

Guidance on use of Compliance with Authority Violations form:  

This form is to be used to capture specific compliance with authority violations.  

For example, if an entity has reported a savings in a particular grant, but the auditor has 

concluded that the expenditures charged to that grant are most likely understated, then the 

grant may, in fact, be exceeded. This would be captured in Part C above. 
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AUDITOR-GENERAL OF PAKISTAN 
EVALUATION AND REPORTING FILE 
 
NAME OF AUDIT ENTITY: 

 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 

CHECKLIST FOR MANAGEMENT REPRESENTATION LETTER 
Guide to using this checklist: 
Entity officials in each ministry, department, agency, etc., and the Controller General of 

Accounts in the case of the financial statements of the Federation, provinces and districts, are 

responsible for the completeness and accuracy of the financial statements. During the course 

of the audit, these officials will have provided the auditors with numerous pieces of 

information, both verbally and in writing. The purpose of the management representation 

letter is to have entity officials acknowledge in writing their responsibility for the 

completeness and accuracy of the financial statements, and for the more significant 

representations made to the auditors during the course of the audit. 

 

This checklist has been designed to guide auditors in the preparation and clearance of the 

management  representation letter. The auditors’ goal is to ensure that all matters that have 

come to their attention during the audit, and for which significant representations were made 

by the entity officials, have been included in the management representation letter. 

 Done By W/P Ref. 

1. Have you reviewed the letter of representation included 
in the Standard Working Paper Kit to ensure that it is 
appropriate for the entity? 

2. Have you ensured that all items that have come to the 
attention of the audit team and that require 
management representation have been included in the 
letter? 

3. Have you ensured that the wording being used in each 
representation is consistent with the conclusions you 
have reached in the working paper files? 

4. Have you discussed the draft letter with the entity 
officials and ensured that the management 
understands and accepts each representation 
contained in the letter? 

5. Have you ensured upon receiving the signed letter that 
there are no significant deviations from the draft given 
to the entity? 

6. If there are significant deviations or unsatisfactory 
representations in the letter, have you documented 
your explanation for accepting or rejecting the 
representations made by the entity? 

7. Have you ensured that the letter is signed by the 
appropriate official(s)?  

  

Signed by Director:   __________________________ Date:  __________ 

Signed by Director General: ___________________ Date:  ___________ 
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AUDITOR-GENERAL OF PAKISTAN 
EVALUATION AND REPORTING FILE 
 

SAMPLE MANAGEMENT REPRESENTATION LETTER 
 

[ON ENTITY LETTERHEAD] 
 

[Date (Should be the date of auditor’s report)] 

 

[Name of Director General (Audit)] 

Department of the Auditor-General of Pakistan 

[Address where Director General is located] 

___________________________________ 

___________________________________ 

 

Dear [Name of Director General (Audit)]: 

 

We are writing at your request to confirm several representations that we have made to 
you during your examination of _________________ {insert either “the financial 
statements of [name of entity]” or “the accounts of [name of entity] that are to be included 
in the financial statements of [the Federation/name of Province/name of District]”}. Your 
examination was made for the purpose of expressing an opinion by the Auditor-General 
as to whether the ___________ {insert either “financial statements” or “accounts”} 
properly present in all material respects, of the financial position of [name of entity] as at 
30 June 200X, and the results of its operations and its cash flows for the financial year 
then ended are in conformity with the government’s stated accounting policies.  

We confirm, to the best of our knowledge and belief, the following representations made 
to the audit team during the examination: 

Note: For simplicity, the word “accounts” is used throughout these representations. The 
word should be changed to “financial statements” when applicable. 
 
1. It is the responsibility of management of this entity, in conjunction with the Controller 

General of Accounts, to fairly present in the accounts the assets, liabilities, revenue 
and expenditure in conformity with the government’s stated accounting policies.  

2. All accounting and financial records and related data of the entity have been made 
available to the audit team as required under the Auditor-General’s (Functions and 
Powers, Terms and Conditions of Service) Ordinance, 2001. 

3. There are no irregularities involving management or employees who have significant 
roles in the system of internal accounting control or any irregularities involving other 
employees that could have a material effect on the accounts and that have not been 
disclosed to the audit team. 

4. There are no violations or possible violations of laws or regulations whose effect 
should be considered for disclosure in the accounts, which have not already been 
disclosed. 

5. There are no deficiencies in or non-compliance with financial reporting requirements 
as specified in the Controller General of Accounts (Appointment, Functions and 
Powers) Ordinance, 2001 (the Controller General Ordinance) or the New Accounting 
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Model [or … list other appropriate documents] that could have a material effect on the 

fair presentation of accounts. 

6. All cash and bank accounts and all other properties and assets of the entity are 
included in the accounts as at 30 June 200X. The entity has satisfactory title to all 
owned assets and all liens, encumbrances or security interests of any important 
consequence on any assets of the entity are disclosed in the accounts. 

7. All liabilities of the entity are included in the accounts as at 30 June 200X. There are 
no other material liabilities or gain or loss contingencies that are required to be 
accrued or disclosed as required under the government’s accounting policies. There 
are also no unasserted claims or assessments which must be disclosed. 

8. Commitments for purchases and services are against a valid contract/agreement as 
required under the New Accounting Model [or … list other appropriate documents] 

and are for quantities not in excess of the anticipated requirements and at a price, 
which will not result in loss. 

9. The accounts and appended notes include all disclosures necessary for a fair 
presentation of the financial position and results of operations of the entity in 
accordance with the stated accounting policies, and disclosures otherwise required to 
be included therein by the laws and regulations to which the entity is subject.  

10. No matters or occurrences have come to our attention up to the present time which 
would affect the accounts and related disclosures for the financial year ended 30 June 
200X or, although not affecting accounts or disclosures, have caused or are likely to 
cause any material change, adverse or otherwise, in the assets and liabilities or 
revenue and expenditure of the entity. We have no plans or intentions that may 
materially affect the carrying value or classification of the assets or liabilities. 

 
Signed: 

Head of Organisation:   ________________________________ 

 

Principal Accounting Officer:   ________________________________ 

 

Financial Advisor:    ________________________________ 

 

Finance and Accounts Officer: ________________________________ 
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AUDITOR-GENERAL OF PAKISTAN 
EVALUATION AND REPORTING FILE 
 
NAME OF AUDIT ENTITY: 

 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 

AUDIT COMPLETION CHECKLIST 
 

This document is to be completed by the Director responsible for the conduct of the audit. The 

purpose of the checklist is to give assurance to the Auditor-General or to the appropriate 

Deputy Auditor General or the Deputy Auditor General (Senior) that the opinion may be 

signed and issued. 
 

 Yes No N/A 

1. Is there an approved audit plan on file?    

2. Does the audit plan clearly indicate: 

(a) The overall objectives of the audit?  

(b) The overall scope of the audit (the entity to be 
audited)? 

   

3. If the audit plan had to be amended during the audit, were 
the amendments documented and approved? 

   

4. Is there an audit programme on file that includes all of the 
procedures reflected in the final audit plan? 

   

5. Does the audit programme call for sufficient tests of internal 
control, analytical procedures and substantive tests of 
details to provide the planned level of assurance for each 
specific financial audit objective and related compliance 
with authority objective for each financial statement 
component? 

   

6. Have all of the audit procedures been satisfactorily 
completed? 

   

7. Is there adequate documentation in the working paper files 
to support the work performed for each of the audit 
procedures? 

   

8. Is the assessment of materiality made at the planning stage 
and used to determine the nature, extent and timing of the 
audit procedures still considered appropriate?  

If not, were changes made to the nature, extent and timing 
of the audit procedures to reflect the amended 
assessment? 
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 Yes No N/A 

9. Are the assessments of inherent risk made at the planning 
stage, and used to determine the nature, extent and timing 
of the audit procedures, still considered valid? 

If not, were changes made to the nature, extent and timing 
of the audit procedures to reflect the amended 
assessments? 

   

10. Are the assessments of control risk made at the planning 
stage, and used to determine the nature, extent and timing 
of the audit procedures, still considered valid (i.e., are we 
able to place the planned level of reliance on the internal 
control structure)? 

If not, were changes made to the nature, extent and timing 
of the audit procedures to reflect the amended 
assessments? 

   

11. Is the most likely error for each component, and for the 
financial statements as a whole, less than the materiality 
amount? 

If not, has the auditor’s opinion been amended 
appropriately? 

   

12. Has the planned level of assurance been achieved to 
conclude that the upper error limit for each specific 
component, and for the financial statements as a whole, is 
less than the materiality amount? 

If not, has the auditor’s opinion been amended 
appropriately? 

   

13. Has the planned level of overall assurance been achieved 
for each specific financial audit objective and related 
compliance with authority objective for each financial 
statement component? 

If not, has the auditor’s opinion been amended 
appropriately?  

   

14. Have the overall audit objectives been met?    

15. Have all monetary errors, internal control weaknesses and 
deviations, compliance with authority violations and/or other 
reportable matters been summarised and discussed with 
entity officials? 

   



  Reporting File 34 

 

 Yes No N/A 

16. Where entity officials disagree with a particular monetary 
error, internal control weakness or deviation, compliance 
with authority violation or other reportable matter, has the 
disagreement and the reason therefore been documented? 

   

17. Has an audit report and/or management report been 
drafted? 

   

18. Have all matters for the attention of the next audit been 
documented? 

   

19. Has the time summary been completed?     

 

Certification: 

I hereby certify that: 

a) I have reviewed the working paper files. 
 
b) The audit work is complete. 
 
c) Sufficient appropriate audit evidence has been obtained to support the audit opinion. 
 
d) All matters that should be reported are included in the audit opinion. 
 
e) Either:  
 

(i) An unqualified opinion can be issued; or 
 
(ii) The audit opinion contains all of the required reservations.  

 
I recommend that the audit opinion be signed and released. 
 
Signed by: Director:            __________________     Date: ________________ 
 
Reviewed by: 

Director General:             __________________    Date: ________________ 
 
Approved by: 

Deputy Auditor General: __________________    Date: ________________ 
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AUDITOR-GENERAL OF PAKISTAN 
EVALUATION AND REPORTING FILE 
 

MEMORANDUM SUPPORTING SIGNATURE 
 

Purpose: 

The Audit Completion Checklist provides the person signing the audit opinion with the 

assurances noted at the end of the Checklist. The Checklist, though, does not provide any 

details concerning the contents of the financial statements or the audit process itself.  

 

The memorandum supporting signature provides the person signing the audit opinion with this 

additional information.  

 

Table of Contents: 

A possible Table of Contents for the memorandum supporting signature is as follows: 

 

1. Reservations expressed in the auditor’s opinion 

2. Contentious matters on which no reservations have been expressed 

3. Significant changes made to the content of the financial statements 

4. Significant changes made to the accounting policies and their impact on the financial 

statements 

5. Significant fluctuations in assets, liabilities, revenue and expenditure 

6. Significant changes to basic planning parameters 

7. Significant changes to the audit approach (sources of audit assurance, timing of the audit, 

etc.) 

8. Difficulties encountered during the audit 

9. Summary of the amounts contained in the Summary of Unadjusted Differences 

10. Other matters that should be brought to the attention of the person signing the audit 

opinion 
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AUDITOR-GENERAL OF PAKISTAN 
EVALUATION AND REPORTING FILE 
 

AUDITOR’S OPINIONS - EXAMPLES 

 
Example of an Unqualified Audit Opinion 

 

Notes:  

1. The following opinion is a draft opinion on the financial statements of the Federation 

prepared in accordance with the accounting policies in the New Accounting Model. The 

statements contained in the first paragraph are those called for by the New Accounting 

Model. 

2. If the auditor chooses, further opinions could be given. These could include: 

(a) The accounts have, in all material respects, been kept in accordance with the 

provisions of the Controller General of Accounts (Appointment, Functions and 

Powers) Ordinance, 2001, the accounting policies, standards and procedures 

contained in the Accounts Code, and relevant instructions that have been 

consistently applied. 

(b) The amounts contained in the financial statements are, in all material respects, in 

agreement with the books of accounts and approved system of classification. 

(c) Reasonable arrangements were in place for exercising pre-audit checks and 

ensuring that payments have been made in observation of relevant rules and 

regulations. 

3. The unqualified opinion assumes that the stated accounting policies will be adequately 

disclosed. Under the New Accounting Model, they would be disclosed in Note 1 to the 

financial statements. 

 
Auditor's Report 

 

To the President of the Islamic Republic of Pakistan: 

 

I have audited the statement of assets and liabilities of the Federal Government of Pakistan as 

at 30 June 20XX and the statements of revenues and expenditure, cash flows, appropriation 

accounts by grants and appropriations, appropriation accounts by economic functions and 

department/division, appropriation accounts by grant, and analysis of revenues by 

division/department for the year then ended. These financial statements are the responsibility 

of the Government. My responsibility is to express an opinion on these financial statements 

based on my audit in accordance with the requirements of Article 169 of the Constitution of 

the Islamic Republic of Pakistan read with Section 7 of the Auditor-General’s (Functions, 

Powers and Terms and Conditions of Service) Ordinance, 2001. 

 

I conducted my audit in accordance with the auditing standards issued by the International 

Organisation of Supreme Audit Institutions and by my Department. Those standards require 

that I plan and perform an audit to obtain reasonable assurance whether the financial 

statements are free of material misstatement. An audit includes examining, on a test basis, 
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evidence supporting the amounts and disclosures in the financial statements. An audit also 

includes assessing the accounting principles used and significant estimates made by the 

Government, as well as evaluating the overall financial statement presentation. I believe that 

my audit provides a reasonable basis for my opinion. 

 

In my opinion: 

(a) These financial statements properly present, in all material respects, the financial position 

of the federal government as at 30 June 20XX and the results of its operations, its cash 

flows and its expenditures and receipts by appropriation for the year then ended in 

accordance with the stated accounting policies of the Government of Pakistan.  

(b) The sums expended have been applied, in all material respects, for the purposes 

authorised by Parliament and have, in all material respects, been booked to the relevant 

grants and appropriations. 

Without qualifying my opinion, I draw your attention to [reference to a separate document 

where further comments/findings are discussed].  

 

Islamabad, Pakistan      (signed) ________________________ 

[Date]  Auditor-General of Pakistan 
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Example of a Qualified Opinion – Scope Limitation 

 
Auditor unable to verify account balances at one location. (Note: Example assumes that 

location is not so significant that a disclaimer is required.) 

 

Introductory paragraph: 

 

Unchanged. 

 

Scope paragraph: 

 

Except as explained in the following paragraph, I conducted my audit in accordance 

with the auditing standards issued by the International Organisation of Supreme Audit 

Institutions and by my Department.  …  [rest of scope paragraph remains unchanged.] 

 

Reservation paragraph: 

 

The entity has recently introduced a computerised accounting system at one of its 

locations. This system contained numerous deficiencies, and numerous errors have 

been detected in the accounts. Until such time as the system deficiencies are rectified 

and the identified errors are corrected, I will not be able to satisfy myself concerning 

the completeness and accuracy of the account balances listed below, and, accordingly, 

I am not able to determine whether any adjustments might be necessary to the account 

balances.  

 

[List accounts and recorded amounts.] 

 

Opinion paragraph: 

 

Note: In this illustration, both opinion (a) and opinion (b) are affected. 

 

In my opinion, except for the effect of adjustments, if any, which I might have determined to 

be necessary had I been able to verify the completeness and accuracy of the above account 

balances:  

 

(a) These financial statements properly present, in all material respects, the financial position 

of the entity as at 30 June 20XX and the results of its operations, its cash flows and its 

expenditures and receipts by appropriation for the year then ended in accordance with the 

stated accounting policies of the Government of Pakistan.  

 

(b) The sums expended have been applied, in all material respects, for the purposes 

authorised by Parliament and have, in all material respects, been booked to the relevant 

grants and appropriations. 

 

Note: If the auditor wanted to have a further paragraph, it would be worded something like: 

 

Without further qualifying my opinion, I draw your attention to [reference to a separate 

document where further comments/findings are discussed].  
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Example of a Qualified Opinion – Departure from Government’s Accounting 
Policies  
 

Failure to disclose fixed assets. 

 

Introductory paragraph: 

 

Unchanged. 

 

Scope paragraph: 

 

Unchanged. 

 

Reservation paragraph: 

 

The entity’s accounting policies require it to disclose fixed assets in the notes to its 

financial statements. Entity officials have informed us that they have not done so because 

they consider the amounts to be too difficult to estimate.  

 

Opinion paragraph: 

Note: In this illustration, only opinion (a) is affected. 

 

In my opinion: 

(a) Except for the failure to disclosure fixed assets, as described in the preceding paragraph 

these financial statements properly present, in all material respects, the financial position 

of the entity as at 30 June 20XX and the results of its operations, its cash flows and its 

expenditures and receipts by appropriation for the year then ended in accordance with the 

stated accounting policies of the Government of Pakistan.  

(b) The sums expended have been applied, in all material respects, for the purposes authorised 

by Parliament and have, in all material respects, been booked to the relevant grants and 

appropriations. 

 

 

Note: If the auditor wanted to have a further paragraph, it would be worded something like: 

Without further qualifying my opinion, I draw your attention to [reference to a separate 

document where further comments/findings are discussed].  
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Example of a Qualified Opinion – Uncertainty 
 
Entity faced with major potential environmental liabilities. 
 
Introductory paragraph: 

 

Unchanged. 

 

Scope paragraph: 

 

Except as explained in the following paragraph, I conducted my audit in accordance 

with the auditing standards issued by the International Organisation of Supreme Audit 

Institutions and by my Department.  …  [rest of scope paragraph remains unchanged.] 

 

Reservation paragraph: 

 

As disclosed in Note X to the financial statements, the entity is currently being sued by 

individuals in several districts for environmental damage caused by its past actions. At 

the present time, entity officials are not able to estimate the potential liability, if any, 

associated with this lawsuit. Accordingly, I am not able to determine whether any 

adjustments might be necessary to the total expenditures, liabilities, income before 

taxes, income taxes and net income. 

 

Opinion paragraph: 

 

Note: In this illustration, only opinion (a) is affected. 

 

In my opinion: 

(a) Subject to the adjustments, if any, that may be needed to reflect the eventual outcome of 

the lawsuit described in the preceding paragraph, these financial statements properly 

present, in all material respects, the financial position of the entity as at 30 June 20XX 

and the results of its operations, its cash flows and its expenditures and receipts by 

appropriation for the year then ended in accordance with the stated accounting policies of 

the Government of Pakistan.  

(b) The sums expended have been applied, in all material respects, for the purposes 

authorised by Parliament and have, in all material respects, been booked to the relevant 

grants and appropriations. 

 

Note: If the auditor wanted to have a further paragraph, it would be worded something like: 

Without further qualifying my opinion, I draw your attention to [reference to a separate 

document where further comments/findings are discussed].  
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Example of a Qualified Opinion – Inappropriate Accounting Policies  

 
 
Failure of Government’s accounting polices to present a give a true and fair view. 

 

Introductory paragraph: 

 

Unchanged. 

 

Scope paragraph: 

 

             Unchanged. 

 

 

Reservation paragraph: 

 

The entity’s accounting policies do not require the entity to depreciate its fixed assets. The 

estimated useful life of similar assets is usually considered to be between 5 and 40 years, 

with 10 years being the average for the types of assets held by the entity. If depreciation 

had been provided on the basis of an estimated useful life of, say, 10 years, depreciation 

for the current year would have been Rs. ____ (200X: Rs. ____), net income after taxes 

would have been decreased by Rs. ____ (200X: Rs. ____), accumulated depreciation 

would have been Rs. ______ (200X: Rs. ____) and the closing balance of residual equity 

would have been reduced by Rs. ____ (200X: Rs. ____). 

 

Opinion paragraph: 

 

In my opinion, these financial statements are, in all material respects, in accordance with 

the entity’s accounting policies. In addition, in my opinion, except for the effects of the 

failure to depreciate fixed assets as described in the preceding paragraph, these financial 

statements give a true and fair view, in all material respects, of the financial position of the 

entity … [rest of opinion paragraph unchanged]. 
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Example of an Adverse Opinion  
 

Failure to follow the modified cash basis of accounting. 

 

 

Introductory paragraph: 

 

Unchanged. 

 

Scope paragraph: 

 

Unchanged. 

 

Reservation paragraph: 

 

These financial statements have been prepared using the cash basis of accounting. The 

Government’s accounting policies require organisations such as this to follow a modified 

cash basis of accounting. [This would then be followed by a brief description of the major 

differences between the cash basis of accounting and the modified cash basis of 

accounting, as it applies to this entity.] 

 

Opinion paragraph: 

 

Note: In this illustration, opinion (b) is also affected, and the phrase “that have been recorded” 

has been inserted after “The sums expended”. 

 

In my opinion: 

(a) Because the entity has not followed the modified cash basis of accounting as explained in the 

preceding paragraph these financial statements do not properly present, [omit reference to 

“in all material respects”] the financial position of the entity as at 30 June 20XX and the 

results of its operations, its cash flows and its expenditures and receipts by appropriation for 

the year then ended in accordance with the stated accounting policies of the Government of 

Pakistan.  

(b) The sums expended that have been recorded have been applied, in all material respects, for 

the purposes authorised by Parliament and have, in all material respects, been booked to the 

relevant grants and appropriations. 

 

Note: If the auditor wanted to have a further paragraph, it would be worded something like: 

Without further qualifying my opinion, I draw your attention to [reference to a separate 

document where further comments/findings are discussed].  
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Example of a Disclaimer of an Opinion 
 

Auditor unable to satisfy himself/herself that cash receipts and revenues are complete. 

 

Introductory paragraph: 

 

Unchanged. 

 

 

Scope paragraph: 

 

Except as explained in the following paragraph, I conducted my audit in accordance with the 

auditing standards issued by the International Organisation of Supreme Audit Institutions and 

by my Department.  …  [rest of scope paragraph remains unchanged.] 

 

Reservation paragraph: 

 

My examination indicated serious deficiencies in internal control over the completeness of cash 

receipts. As a consequence, I was unable to satisfy myself that all cash receipts and revenues of 

the entity had been recorded, and my verification of these accounts was limited to the amounts 

recorded in the records of the organisation. As a result, I was unable to determine whether 

adjustments were required in cash and the various categories of revenues.  

 

Opinion paragraph: 

 

Note: In this illustration, only opinion (a) is affected. 

 

(a) In view of the possible material effects on the financial statements of the matters described in 

the preceding paragraph, I am unable to express an opinion whether these financial statements 

properly present [omit reference to “in all material respects”] in accordance with the entity’s 

stated accounting policies. 

(b) In my opinion, the sums expended have been applied, in all material respects, for the purposes 

authorised by Parliament and have, in all material respects, been booked to the relevant grants 

and appropriations. 

 

Note: If the auditor wanted to have a further paragraph, it would be worded something like: 

Without further qualifying my opinion, I draw your attention to [reference to a separate document 

where further comments/findings are discussed].  
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AUDITOR-GENERAL OF PAKISTAN 
EVALUATION AND REPORTING FILE 
 
NAME OF AUDIT ENTITY: 

 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 

FOLLOW UP CONTINUITY SCHEDULE 
FORM _____  

This form can be used to keep track of outstanding observations and the planned follow up work thereon.  
 

Outstanding Observations from Previous Years 
Current Year’s Audit Work (If Work Planned) 

Future Years 
Planning Evaluation Reporting 

Audit 
report 

ref. 

Mgt. 
report 

ref. 

Year(s) 
reported 
to date 

Year(s) of 
proposed 
correction 

(or “No Date”) 

Year(s) in 
which follow 
up performed 

to date  

Planned 
level of 

assurance 

Matter 
satisfactorily 
dealt with? 

(Y/N) 

To be reported in 
current year? 

(Audit Report, Mgt. 
Report or “No”) 

Further follow 
planned? 

(Note year or 
“No”) 
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AUDITOR-GENERAL OF PAKISTAN 
EVALUATION AND REPORTING FILE 
 
NAME OF AUDIT ENTITY: 

 
AUDIT COMPONENT: 
 
AUDIT PERIOD: 

 
QUALITY ASSURANCE CHECKLIST 
 

This checklist is for use during a post-audit quality assurance review.  

 

The review should be conducted through interviews with audit team members and the examination of 

working paper files. Interviews with entity officials may also be appropriate.  

 

The audit work should be compared to the relevant sections of the Financial Audit Manual, the 

relevant Working Papers and, if applicable, the relevant Audit Guide. 

 

This checklist has been drafted with a financial audit in mind. It is, however, likely that it will only 

require a minimum amount of tailoring before it can be used on other types of audits. The individual 

performing the review should tailor the checklist to the particular audit type and to particular issues 

that might relate to the audit under review. 

 

The Checklist has been designed so that, for all but the last section, a “yes” answer is acceptable 

and a “no” answer requires support. For the last section (“Overall Conclusions About the Audit”), 

the reviewer should document both “yes” and “no” answers, with particular attention being given to 

the “yes” answers.  

 

As with any examination, the reviewer needs to have a good understanding of the entity being 

audited and the key audit issues before commencing the review. For a financial audit, the reviewer 

should normally start acquiring this understanding by meeting with the senior officials of the audit 

team, and by examining the audit planning memorandum and the memorandum supporting 

signature.  

 

The primary purpose of these reviews is to improve the quality of audit within the Department. The 

reviews are not intended to praise or criticize either the team or the individuals. In this spirit, it is 

hoped that those being reviewed will take the opportunity to suggest how they could have done the 

work better without feeling that they are opening themselves to criticism. 
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Planning: 

1. Is there evidence in the file as to why this particular 

financial audit is being performed? (If the audit was 

required by the Auditor-General Ordinance, this 

question is not applicable.) 

   

2. Does the audit appear to be justified by the 

materiality and significance of the area? (If the audit 

was required by the Auditor-General Ordinance, this 

question is not applicable.) 

   

3. Is there an approved audit plan on file?    

4. If, based on DAGP’s annual planning process, other 

audit work was to have been performed on the entity 

during the year, was an effort made to integrate this 

other work with the financial audit work?  

   

5. Is there evidence in the file that the auditors worked 

with the internal auditors to coordinate their audit 

plans and to reduce the total audit effort? 

   

6. Does the audit plan contain the following 

information: 

a) Overall objectives for the audit? 

b) Overall scope of the audit? 

c) The materiality and planned precision amounts? 

d) Audit risk? 

e) Significant audit components? 

f) Inherent risk assessments for all specific 

financial audit objectives and related compliance 

with authority objectives for all significant 

components? 

g) Control risk assessments for all specific 

financial audit objectives and related compliance 

with authority objectives for all significant 

components? 

h) Sources of audit assurance for all specific 

financial audit objectives and related compliance 

with authority objectives for all significant 

components? 

i) Budget (in total audit days)?  

j) Staff allocations to each component? 

   

k) A time schedule showing estimated start and 

completion dates for each phase of the audit? 

l) Approved audit programmes that contain: 

i. Specified audit procedures? 

ii. Sample(s) (either a list of those selected or 

the proposed methodology to select them)? 
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7. Does the audit plan include: 

a) An appropriate use of computer-assisted 

auditing techniques (CAATs)? 

b) An appropriate use of internal audit? 

   

8. Was the audit plan approved before the work 

commenced? 

   

9. If any adjustments were subsequently made to the 

audit plan: 

a) Were the audit programmes updated to reflect 

the amendments? 

b) Were all significant amendments approved? 

   

10. Is there evidence that the audit staff members 

performing the work were aware of the contents of 

the audit plan? 

   

11. Were entity officials informed about the audit before 

it commenced? (This could be in the form of an 

entity communication letter.) 

   

12. Did the audit team provide entity officials with a list 

of schedules, documents, to provide? If yes, was this 

list provided well in advance of the commencement 

of the audit to provide entity officials time to 

assemble the requested information? 

   

13. Overall, did the documentation of the understanding 

of the audit entity and the planning decisions that 

were made appear to be reasonable? Consider: 

a) Was there a permanent file, a planning file and 

an audit planning memorandum?  

b) Were the appropriate forms used and were they 

approved? 

c) Did the documentation appear to be complete? 

d) Did the documentation appear to be excessive, 

(i.e., was there irrelevant material in the files)?  
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14. Overall, does it appear as if the audit plan would 

provide sufficient and appropriate audit evidence to 

provide the required amount of assurance? (If no, 

provide examples to support conclusions.) 

   

15. Overall, does it appear as if the mix of tests of 

internal control, analytical procedures and 

substantive tests of details provide a cost-effective 

source of assurance for all significant components? 

(If no, provide examples to support conclusions.) 

   

16. Overall, was the planning of the audit well done? (If 

no, provide examples to support conclusions.) 

   

Performing the Audit: 

17. Was the progress against the plan monitored?  

If so, did the monitoring include: 

(a) Resources expended (in days/hours)? 

(b) Passage of time (start and end dates for each 

phase, etc.)? 

   

18. Is there evidence on file of regular progress 

meetings? 

   

19. If significant delays were incurred, were they well 

documented? 

   

20. Was the audit work completed within budget?  

If not: 

a) Were the overruns adequately explained?  

b) Do the explanations appear reasonable? 

   

21. Is there adequate evidence in the working paper files 

to indicate that the planned work was completed 

correctly? 

   

22. Do the working paper files include: 

a) An easy to follow table of contents? 

b) Cross references from financial statements to 

where the supporting evidence can be found? 

   

23. Are the working papers neat, clearly written, and 

well presented?  

   

24. Does each working paper include, to the extent 

required to avoid ambiguity:  

a) Clear file numbers and names of the audit areas? 

b) The period covered by the audit? 

c) The name or initials of the auditor? 

d) Sources and dates of documents obtained? 
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25. Were the auditors provided appropriate supervision 

given their level of experience? 

   

26. Is there evidence on file of review by the supervisor 

(e.g., pages of working paper files initialled, memos 

on file indicating supervision)? 

   

27. Based on discussions with team members, do they 

believe that they have received the correct amount of 

supervision? 

If they believe that they have received either too much or 

too little, ensure that the comments made can be 

supported by specific examples. 

   

Evaluating the Audit Results: 

28. Was the planned level of overall assurance achieved 

for each specific financial audit objective and each 

related compliance with authority objective for each 

component?  

   

29. Have all errors, authority violations or other 

reportable matters found in samples been projected 

over the population from which they were selected? 

   

30. Have upper error limits been determined for each 

component? 

   

31. Has an overall error evaluation (reaching conclusions 

about each component and then about the financial 

statements as a whole) been performed? 

   

Reporting – Audit Opinion 

32. Is the audit opinion consistent with overall error 

evaluation? 

   

33. Does the audit opinion contain reservations for all 

applicable matters? 

   

34. Were entity officials properly briefed about the 

contents of the audit opinion? 

   

35. Was the process of issuing the opinion performed in 

a timely manner?  

If not, were the delays: 

a) Documented? 

b) Justifiable? 
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36. Were entity officials generally in agreement with the 

opinion being issued? 

If not, were the underlying reasons clearly 

documented? 

   

Reporting – Audit Reports and Management Reports 

 

For each audit report and management report issued: 

37. Were entity officials properly briefed during the 

clearing process?  

   

38. Was the process of issuing the report performed in a 

timely manner?  

If not, were the delays: 

a) Documented? 

b) Justifiable? 

   

39. Were entity officials generally in agreement with the 

findings, conclusions and recommendations 

contained in the report?  

If not, were the underlying reasons clearly 

documented? 

   

40. Was there any information (including background 

description) in the report that was not supported by 

evidence on file? 

   

41. Does the report follow an appropriate structure, such 

as observation/findings, conclusions, 

recommendations, and entity comments? 

   

42. Are the observations grouped by cause or by 

functional area? 

   

43. Where the report is fairly long, say more than 10 or 

15 pages, is there an executive summary? 

   

44. Is each matter being reported: 

a) Briefly and clearly described? 

b) Relatively free of technical jargon? 

   

45. Are the recommendations: 

a) Practical? 

b) Put in proper context? 

   

46. Can any savings be claimed as a result of the audit? 

If so, is the estimate of the savings: 

a) Well documented? 

b) Reasonable? 
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47. Overall, is the report: 

a) Well written?  

b) Apparently useful?  

   

For each audit report: 

48. Is the audit report sufficiently concise that 

Parliamentarians, the Public Accounts Committee, 

the media, etc. would find it of interest to read? 

   

49. Have minor matters been kept out of the published 

audit report? (They could have been reported in a 

management report.) 

   

Overall Conclusions About the Audit: 

 

(The reviewer should document both “yes” and “no” 

answers, with particular attention being given to the 

“yes” answers.) 

50. In retrospect, are there ways in which the audit could 

have been conducted differently to increase the cost-

effectiveness of the audit, or to correct any mistakes 

or weaknesses in the way the audit was conducted? 

   

51. Are there any “lessons learned” from this audit (both 

positive and negative)? 

   

52. Do you have any recommendations with regard to 

the Audit Manual, the Standard Audit Working Paper 

Kit, the Audit Guides, or other related material? 

   

53. Are there any recommendations regarding: 

a) Training of DAGP staff? 

b) DAGP’s organisational structure?  

c) DAGP’s supervision procedures?  

d) Communications (within DAGP and with 

entity)? 

e) Team characteristics (e.g., need for external 

expertise, size, composition)? 

   

 

 

Name of Reviewer: _________________________________________ 

 

 

Date of Review:  ______________ 

 

 


