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PT & T Audit Guidelines

PREFACH O REVISED EDITION

The Financial Audit Manual (FAM) was commissioned in June 2006 by the A«@éneral

of Pakistan for use in Field Audit Offices (FAOs) for conducting Certification and
Compliance with Authority audits. The Manual is based on the INTIG&#iting Standards

and the international best practices. It covers the entire Audit Cycle and provides guidance
with regard to the methods and approaches to audit that can be applied by auditors for
conducting the audit of government entities in Pakistan

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

on their old and outdated codes and manuals for conducting audit.

On the basis of lessons learnt from the implementation of FAM and its SectodeliGes, it

was decided to revise and update these Guidelines. This has been done with the help of
consultants engaged by PIFRA for different FAOs, and in close coordination with the
experienced auditors in the field. The results of these efforts areirmmhtan these
Guidelines. Tiough the document, as a whdias been revisedhe section on the Audit
Execution phase, in which detailed audit steps have been added is a significant addition.

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

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

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

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

Implemeration of the new audit methodology, and adoption of the Guidelines, will be
carried out according to a schedule to be determined by my office according to a gradual
phasing across the government entities that are covered in the audit mandate of thre Audito
General of Pakistan. Since the implementation of the new audit methodology is contingent
upon professional training, it shall be the responsibility of the heads of the Field Audit
Offices to get their personnel fully trained in the Financial Audit Mararad these
Guidelines, with the help of Audit and Accounts Training Institute. Continued professional
training of the officers and the staff of the Department shall remain the main focus of our
efforts towards modernization and professionalism.

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

(Muhammad Younis Khan)
Auditor General of Pakistan
Dated: March, 2006
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INTRODUCTION TO AUDIT GUIDELINES

1.1 Purpose of the Guidelines

These Guidelines aim to provide specific and detailed guidance to auditors engaged in the
audit of Pakistan Post Office Department and ffredecommunication Sectoifhey do not
replace theFinancial Audit Manual (FAM) that establishes a general framework for
conducting audit, but complement it. An auditor is expected to continuously refer to FAM in
developing a general understanding of awdihcepts, standards and methodology. The
Guidelines assist in their practical implementation.

The guidance provided is primarily meant for Regularity Audit that incl@@kssification

Audit and Compliance with Authority Audit. Though these audit type® lmeen discussed

in detail in FAM (Chapter 4), they have also been defined in these Guidelines under Scope of
Audit (Chapter 3). They provide specific and detailed set of instructions for an auditor for
preparing a permanent file, planning and conductirditawhich processes finally culminate

in the Evaluation and Reporting Phase of audit results.

1.2 Guiding Principles

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

p8acg ! OAEOI 0086 2AO0ODPTI 1 OEAEI EOU

Every auditor engaged iovernmentaudit is requiredo be familiar with audit theory,

practice, standards, and techniques described in FAM, which includes the Audit Working
Papers Kit.Because of the importance of ensuring a high standard of work by the DAGP,
particular attention needs to be paid tothadqui t y assurance programm
assurance framework ensures that its work is performed as efficiently and effectively as
possible and complies with the INTOSAI Auditing Standards. Quality is performing an audit
effectively, following up all errag and deviations with a rigorous evaluation, reporting

clearly on the results, while at the same time respecting the resource and time constraints

established by the budget. Therefore, quality assurance occurs throughout all the phases of
audit, not at thend. (RefFinancial AuditManual Para 15.1.1)

It needs to be highlighted that the audit strategy and methodology, recommended under
FAM, provides for continued quality assurance through all the phases of Wihiie
reviewing the audit plarpermanentile and other phases of audit, the functionaries, entrusted
with the quality assurance of audit, should ensure thabwsisteps recommended in these
Guidelines and respective forms have been followed in all respects.
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The Director General must ensutet the audit is carried out efficiently, effectively, and
with a high standard of professional competence. This requires auditors to be properly
supervised during each audit assignment. (Riefncial AuditManual Para 9.11.4).

1.4 Practical Tools

FAM is supported by standard Audit Working Papers tK#t provides the auditor with
practical tools for conducting audit. These working papers are a geedrséit of forms and
schedules designed to help each audit team perform audit in compliance witintiges

set out in FAM. These Guidelines have been prepared to assist the audit teams to apply the
Audit Working Papers Kit to a specific type of audit. These Guidelines also comply with the
INTOSAI Auditing Standards. While developing these Guideliries, work done by the
Professional Standards Committee of the INTOSAI and itsGuhmittees on Financial and
Compliance Audit has also been kept in view.

The software tools acquired under PIFRAs a part of theComputer Assisted Audit
Techniques (CAATsand Audit Management Softwareill be required to be used by the
audit For more information about these software tools, the auditor should refer to Manuals
for the respective software. In addition, Appendix C of FAM provides a discussion on the
use of CAATSs.

1.5 Continuous Improvement

|t is the DAGP6s intention to use FAM and
improving its methods to ensure that the highest quality audits are achieved with maximum
efficiency. While using these Guidelinesperforming audit, the auditors are encouraged to
identify ways of improving either the Guidelines or the underlying tools, and submit a written
suggestion to the Audit Policy and Special Sectors (AP&SS) Wing in the DAGP.

1.6 Using the Standard Audit Workig Papes

The auditprocesgyenerally follows a standard Audit Cycle comprising the following phases:

General audit planning

Detailed activity and resource planning
Fieldwork

Evaluation

Reporting

Follow-up

= =4 =4 -8 8 9

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

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




PT & T Audit Guidelines

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

Permanent file,

Planning file,

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

= =4 =4 -4

It is recommended that the electronic versiaf forms given in the Audit Working Papers

Kit are used during the conduct of audit. The auditor is reminded of the importance of
keeping backups of filledout forms (electronic and hard copy) to ensure that they are
adequately protected.

Kindly note that each form or schedule included in the Audit Working Papers Kit
incorporates notes on how to use the form. These notes are printed in italics to differentiate
them from other material on the form. In some cases, the note may relatectifia ggm

on the form, in which case it will follow the item it relates to. Notes that apply to the form as
a whole are presented either at the beginninbexend of the form.

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

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

Ultimately, it is the audit team leader who Mhlve to use his/her judgment in eehining how
best to apply thdudit Working Papers Kit in conducting a specific audit.

1.7 The Accountability Cycle

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

1. Each year, Ministry of Finance receives budget estimates@overnmentgencies.

2. Based on the resources available and priorities oGtneernmentthe annual budget
is prepared.

3. The Parliamenapproves the budget.

4. Principal Accounting Officers (PAOs) sanction the expenditure.

5. Controller General of Accounts is responsible for the preparation of ARimaicial
Statements This task is accomplished through the Accountant General Pakistan
RevenuegAGPR), who has the primary responsibility for disbursements, keeping a
record of transactions and the preparation of Anritiaancial Statementsf the
Federal, Provincial and Distri€ééovernmerg for centraked accounting entities. In
the case of selficcounting entities, this task is accomplished by the PAOs.

6. Each year, theAuditor-Generalof Pakistan certifies thé&inancial Statementsf
Federal, Provincial and DistrictGovernmerd, departmentalised accounts and
autonomous bodies.

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

Legislature \
PAC Finance Prepares
Budget

. Parliament
Audit Reports Authorize Budget

Auditor General Dept. / Executives
Certifies Spends
CGA Prepares
Accounts
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"zgaee
EEEE OVERVIEW OF THE DIRECTORATE GENERAL
o = OF AUDIT POST TELECOMMUNICATION AND

B TELEGRAPH (PT&T)

2.1. Overview of the Office

The audit of erstwhile T&T/PTC and PPO departmess assigned to théirectorate
General Audit, PT&T, Lahore w.e.f 01L(A981 being successor to A.G&T.

On the promulgation of Pakistan Telecommunication {&tgansation) Act, 1996 Pakistan
Telecommunication Authority(PTA), Frequency Allocation Board(FAB), National
Telecommunication CorporatiofNTC) and Pakistan Telecommunication Company Limited
were established on®1January, 1996After the restructuring of the T&T/PTGhe audit of
PTA, FAB and NTCis being conducted under section 15(1) & 41(16) of the Act.

The aulit of Special Communications Orgaaiion (SCO), National Radio
Telecommunication Corporation (NRTC) and Pakistan Post Office (PPO) department
continues taemain under the jurisdiction of this office.

The Directorate Generd?T&T Audit performs bottihe Certification AuditandCompliance
with Authority Audit of the Pakistan Post Office Department. T®ertification Audit of
other six teleconmunicationssector entities is conducted by their respective commercial
auditors In their case, the DG Audit (PT&Ts only involved in conductinGompliance with
Authority Audit.

2.2 Jurisdiction

Sr. | Principal Accounting o .
No. Officer (PAO) Departments/Organisations Formations
1. Ministry of Postal Pakistan Post Office Deptt. 219
Services
2. Special Communication Orgaation
11
- (SCO)
Ministry of . ——
3. . National Telecommunication
Information ) 41
Technology Corporation
4, Telephone Industries of Pakistan
01
(TIP)
5. Pakistan Telecommunication 05
Cabinet Division Authority
6. Frequency Allocation Board 01
7. Ministry of Defence | National Radio Telecommunicatior 01
Production (MoDP) Corporation
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2.3 Organogram of DG, AudRT&T

Director General |
Deputy Director Deputy Director Deputy Director
(Postal) (Telecom) Sub-office Karachi
l l l l " j
IRIAP Fcati (&
(RIAP) _[Pac) (Certifcation) (RIAP) (FAM) PrepucAuitpma | | (Admn) RIAP)
s compliance Condudingthe o Faciftating staf ‘consolidate Dealwih
e of Actionable Certffication ol far Implementation Information for Admn.& 5‘;;“(‘:'2";5:
prepareAPs PpomtsofPAC Audt prepare APs OfFAM ;mﬂ(é:m Financiallssues 3
Conducting of
DACs
y v y v v andpe
. . S
(Repor)) (MFDAC) (Coordination) (Repor) (MFDAC) (PAC)
Preparafonof Printing of MFDAC| Prepare AuditPlan & Preparationof Printing of MFDAC 3
mie | [owme || e bl R g
AuditRepart MDA Pesse onward submission AuditRepott MFDACParas points of PAC
to DAG(CASEYAGP
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SCOPE OF AUDIT

3.1 Types of Audit

Directorate General of AUdRT&T conducts the following types of audit:

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

Additionally the DirectorateGeneral also carries out special audit, special studies and the
audit of foreign aided projectSeparate guidelines have been issued byDXAGP for the
audit of foreign aided projects

The following section defineCertification Audit , Compliance with Authority Audit and
Performance Audit.

3.2 Definition of GovernmentAudit

According to the INTOSAI Auditing Standards, the full scopeGdvernmentauditing
includes regularity andPerformance AuditRegularity Audit comprises of the attest of
Financial $atementscalled Certification Audit and Compliance with Authority Audit.
Regularity Auditembraces:

1. Attestation of financial accountability of accountable entities, involving examination
and evaluation of financial records and expression of opinionForancial
Statements

2. Attestation of financial accountability of tli&vernmentadministration as a whole;

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

4. Audit of internal controbnd internal audit functions;

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

6. Reporting of any other matters arising from or relating to the audithbaSupreme
Audit Institutionconsiders should be dissed.

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

! These Guidelines provides guidance on both the Certification and Compliance with Authority audit.
2 Detailed guidelines for Performance Audit have been issued by the DAGP which are being updated under a

special program initiated by PIFRA.
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1. Audit of the economy of administrative activities in accordance with sound
administrative principles and practices, and management policies;

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

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

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

3.3 Certification Audit

Objectives:
To expresgnopinion on the accounts to the effect that:

1. TheFinancial Statemenisroperly presenin all material respects, the Governnterst
financial position, the results of its operations, its cash flows and its expenditdres an
receipts by appropriation;

2. Ensure that assessed revenue is promptly collected and deposi@u/ennment
treasury angbroperly classified in thEinancial Statementand

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

Financid Statementshave a large number of external users and it is necessary that the
Financial Statemengroperly present the financial position of the auditee. In order to express
anopinion on thd=inancial Statementshe auditor has to ensure the following

1 Financial Statementa r e evaluated for adequacy
Di sclosuredo requirement s;

1 Significant line items ofinancial Statementare tested for the following audit
assertions:

a. Existence and Occurrence
b. Completeness
c. Measurement
d. Regularity (compliance with applicable laws and regulations)

Methodology:

Understanding the auditee;

Conducting risk assessment;

Defining detailed audit objectives;

Developing audit programmes;

Performing analytical procedures;

Testing the internal contrsl

Determining sample size for substantive testing of details;
Conducting substantive tests;
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1 Evaluating results;
1 Reporting; and
1 Follow up.

3.4 Compliance with Authority Audit

Objective:

1.

Audit against the provision of funds to ascertain whetherntomeysshown as
expenditure in the accounts were autsedi for the purpose for which they were
spent.

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

Audit of sanctions oéxpenditure to see that every item of expenditure was done with
the approval of the competent authority in téevernmenfor expending the public
money.

Propriety Audit which extends beyond scruting the mere formality of expenditure

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

While conducting the audit of receipts of tk&overnmerd, the AuditorGeneral
satisfies himself that the rules and@edurediave been properly adopted asurs

that the assessment, collection and allocation of revenue are done in accordance with
the law and there is no leakage of revenue which legally should cddm/é&snment
Review, analge and comment on variowdovernmentpolicies relating to different
sectors.

Methodology:

1
1

T
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Updating the understanding of the business processes with respect to control structure.
|l denti fication of key control s opeciat he ba
directions from the head office etc.

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

Design audit programmes including analytical procedures for testing identified risk
conditions.

Selection daudit formations i.e. DDOs on the basis of:

o0 Materiality/significance

0 Risk assessment

Selecting samples as per sampling criteria.

Execution of audit programmes.

Identification of weaknesses in internal controls and development of audit
observations andecommendations relating to non compliance of laws, rules,
regulations and prescribed procedures.

Integrating the workvith financial attest auditvhere possible.

Evaluating results;

Reporting; and

Follow up.
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3.5 Important Audit Components ofPT&T Audit

Some of the specific risks relatingdaditee entitiegclude:

Pakistan Post Office Department

)l
)l
)l
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Postage revenue received has not been recorded in the daily account;

Revenue has been incorrectly coded;

Omission of receipts from agency functions e.g. tytills collected not recorded on
scroll;

Misappropriation of casHosses and defalcatigns

Undue retention cimountscollected on behalf of other agencies;

Retention ottashand stamp# excess of authorised limits;

Excesdlesscharging of commissioan agency functions;

Non-compliance with approved accounting procedures;

Non-deduction of incomé&x/withholding tax from payees;

Non reconciliation of major operational heads within the department and with
external agencies;

Non-posting and updating of@fit on saving schemes;

Double/Fake payments to military pensioners;

Non-compliance with PP&in procurements;

Non-maintenane of record relating to assets;

Non-submission of daily/monthly accounts to the accounting officea timely
manney

Telecom Sector
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Delay in issuance of demand notices;

Inadequate recovery procedure of receivables;

Follow up of long outstanding receivables;

Non-imposition of late payment fines/penalties on telecom operators;
Appointments and promotions in violation ofes and regulation;
Non-compliance with PP&in procurements;

Award of contract to unsuitable supplier/contractor.

Time overrun leading to exorbitant cost overrun.

Localinternational orders not completed in time causing fperglties being
imposed,;

Procuremenbf stores in excess afctual requirement.
Non-auctioridisposalof unserviceable material/machinery.
Non-maintenance of record relating to assets.

The auditor should decide what aspects of these risks should be taken into account when
planning he audit.

The major focus of the Directorate General of ARI&T is on:

il
il
il

Revenus/Receipts o&uditee departmeritgganisations
Expenditure incurred by the auditee departmerngsinisations
Assets maintained by tlauditeedepartment®rganisations
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3.5.1 Audit of Revenue /Receipts
The main components of revereeeiptsare:

PPOD
1 Sale ofpostage stamps
1 Sale ofrevenue stamps
1 Commission on money orders
1 Receipts from agency functions (Collection of utility bills, Saving schemes, Postal
Life Insurance and collection of provincial taxes etc)
1 Commission charged orariousagency functions.

PTA & FAB
9 Initial License fee
1 Spectrum auction fee
1 Annual license fe
1 Fines and penalties

1 Fixed line revenue

1 Interconnect charges

1 Multi ServicesDataNetworkrevenue
1 Co- location rent

1 Revenue from other services

NRTC & TIP
1 Sales ofdefenceequipmento Pakistan Army
91 Sale of radio/telephone equipment to Pakistan Aamy telecom operators
1 Sale of defence equipment to others
9 Sale of various types of equipment on demand

1 Fixed linerevenue

1 Revenue from cellular services
1 Revenue from WLL services

1 Interconnect charges

The receipts of money should be reviewed to check that they have been properly dealt with
from a revenue perspective in accordance with IMEOSAI Auditing Standards. The
audior, therefore, needs to keep /hiex knowledge up to date in auditing standarise

auditor should also conduct an examination of the attached terms and conditions to ensure
compliance with applicable laws and regulations.

3.5.2 Audit of Expenditure

The expenditureapart from employee related expensesurredis on the following major
types of activities in the auditee departments:

1 Civil works;
1 Operations, maintenance and repairk;
1 Procurement.
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These activities arenultifarious in natureand widely dispersed across tleeuntry. A
significant challenge for the audit team is to de@dethe appropriate and judicious use of
audit effort and resources.

In deciding what projects to audit, the audit team should begin with a list of projects (given in
the monthly accounts maintainetithe DAPPQ which are either ongoing or have reached
completion in the period being audite@he sample of projects to be auditedy then be
selected from this list. The audit team will include those projects:

1 on which substantial expenditure has bewuired,
1 which are longterm, extending beyond one year in implementation,
1 in which weaknesses or problems were identified in previous audits.

The auditor may also include a random sample of smaller projects, as available audit resource
may allow.

In the area of operations, maintenance and repairs, the auditor should apply the following
analytical techniques, as applicable, to identify anomalies:

1 From one year to the next at particular locations; or
1 By comparing similar facilities across the country.

This will provide a basis for selecting locations which should be subject to scrutiny. The
auditor may also perform random sampling of transactions.

A sound knowledge of operations will help the auditor identify potential problem areas. For
example, if moey was spent in the previous year on fixing a problem and then in the current
year, there is further expenditure on the same work, the auditor may decide to investigate
reasons for further expenditure.

Procurements constitute a significant amount of thedget allocation to any
department/organisation every year. This activity is normally centralised and is carried out by
either the DG PPO or delegated to the Post Master Generals of the twelve circle/region
offices in case of PPOD and in case of the teteounication sector it is carried out mainly

at the headquarter level.

In carrying out their audit auditors may consider selecting unusual/extraordinary large
procurements, procurements by way of imports, partial procurements spilling over to the next
period and procurement of software.

3.5.3 Audit of Assets

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

Asset Register which must reflect the current status of asdetsauditors should obtain
evidence that the assets have been valued properly as per record and duly insured as per
instructions of the Governmeriloreover, the auditors shioliobserve that necessary steps

have been taken by the departments for the safety of assets.

The New Accounting Model (NAM) provides for the accounting of assets. The auditor needs
to understand the level of implementation of NAM and verify the fair arefdresentation of
those assets in accordance with the policy given in NAM.
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PERMANENT FILE OF AUDITEE DEPARTMENTS

4.1 Introduction

Audit objectives and plans are developbda s e d on an understandin
operations. The auditor needs to have a detailed knowledge of those aspects of the entity that
relate to audit; the auditor should have cognizance about the other areas.

As its name implies, the Permanent Fil&)#s used to collect information about the entity

that will be useful not just for the current audit, but also for future audits of the same type for
the same entity. For exampl e: i nformati on
assessing materil i t vy ; understanding the entityds o
components to audit; and, knowing the types of transactions entered into by the entity helps

to assess inherent risks to the entity. This information will be fairly consistent avdnel

for at | east a few yearso6 audits.

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

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

1 Copies of relevantGovernment legislation, applicable financial rules, laws
regulationsguidelines and other rules affecting the operations of an entity.
Organgation charts, detalof key contacts and locations of operation.

Role of entity, Vision and Mission Statements and the mexstntbusiness plan or
charterof the entity.

Copies of heestimates.

Copies of longerm contracts.

Loan agreements, mortgages and debt instrunsetiedules of amosation for debts
and special assets.

Previ ous yRnancial Statemendsi t e d

Previous auditorsd reportssponses management
Extracts of the minutes of meetings.

Chart of accounts.

Accounting procedures duletted by Controller General of Accounts aaqproved
by theAuditor-General of Pakistan

Summary of accounting policies used by the auditee departments.

Special renuneration, if any, for senior officers.

Environmental laws and regulations

Others as appropriate

1
1
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Policies and Procedures Manuals may be in the Permanent File, if they are brief or,
alternatively, a copy should e in the aud

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

For subsequent audits of the same type for the same entity, the audit team simply needs to
confirm that the information is stillelevant, and to update the Permanent File at planning
stage where necessary. The dates on which updates occurred should be recorded on the
Update Control Sheet (Form PF) provided.

Members of the audit team should be familiar with the informatidhe Permanent File as it
isrequired to have an understanding of t he
effective and efficient audit is conducted.

It needs to be highlighted that the audit strategy and methodology recommended under FAM
provide for ontinued quality assurance through all the phases of audit. While reviewing the
permanent file, the functionaries entrusted with the quality assurance of audit should ensure
that the various steps recommended in these Guidelines and respective form&drave b
completely followed in all respects.

4.3 Documentation in Permanent File

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

1 Update Control Sheet (PF)

1 Status of the Entity (PFI)

1 Background Information (PF-11)
9 List of Auditable Locations (PFIIN)
9 List of Bank Accounts (PFIV)
9 List of Authorised Signatories (PFRV)
1 External Factors (PRVI)
9 Accounting Records and Accounting System  (PFVII)
1 Key Controls (PRVI
1 Significant Audit Areas (PFIX)
1 Significant Accounting Policies (PFX)
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The following paragraphprovide generafuidance for usinghe above mentionefbrms
Instructions for filling in these formare contained in thAudit Working Paper<it which
the auditors are reqeid to follow.

4.4 Update Control SheetPF

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

4.5 Status of Entityz Form PFI.

The auditor should document on this form the principal address, status (whether it is a
Federal or a ProvinciaGovernment semiGovernment self accounting, centraid or
exempt accounting entity, etc.) and its relationship with oth@overnment
departmats/ministries (attached department, branch office, etc).

4.6 Background Informationz Form PFII.

The auditor should gather financial and other background information about the operations
whose results are included in thmancial Statements the enity. This includes information

about total assets, total liabilities, total revenue and total expenditure, corporate plans, and
organsation structure, main functions, etc.

The main functions of the auditee departments generally are:

Provision of Postabervices to the general public;

Perform agency functions on behalf of seve@bvernmentDepartments and
agencies;

Regulating the telecommunication sector in Pakistan;

Provision of telecommunication services to designated subscribers in Pakistan and
Azad Ammu and Kashmir and Northern Areas.

il
il
il
il

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

4.7 List of Auditable Locationg Form PFIII.

The auditor should document taddresses of all locations including:

1 Headquarter;
1 Field Offices (e.gGPOsDSPS, PLJ;
1 Accounting office (DA PPQ)and,

1 Locations wheresignificantassets are located and their existence can be checked by
the auditor.
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4.8 List of Bank Accountg Form PFRIV.

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

The Directorate General Audit PT&T, audits both thevernmentand semiGovernment
(autonomous) departments. TkBovernmentDepartments maintain account with Federal
Treasury (State Bank/National Bank), whereas the autonomous bodies, along with Federal
Treasury accountlso have bank accounts with schedulaakis.

4.9 List of Authorised Signatoriesz Form PRV.

The auditorshould list the names of personnel with authority to certify, approve and
authorisethe collection, recording, processing and reportingheffinancial information of
the entity in accordance with the delegation of powers of the relevant department.

4.10 External Factorsz Form PFRVI.

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

Economic trends and conditions affecting input costs.

Variation in budget allocations

Local interventions or events that might have an impact on project progress.
General financial indicators and trends.

Industry trends.
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4.11 Accounting Records andccounting System Form PRVII.
This form has two requirements:

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

b. Document a brief @scription of the accounting systethgdmeans, including staff and
equipment, by which aorganisatiorproduces its accounting information)

The major accounting records maintained by the auditee departments include:

Cash Book

Cheque Book

Pass Book
Vouchers/Bills

Saving Bank Ledgers
Expenditure Statement
Daily Cash Account
Monthly Cash Account
Funds Releases
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Budget Releases

Transfer Register

Advance Register
ContingentExpenditure Register
Stock Register

General Ledger

Party wise Ledgers
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Note The @ove list is not comprehensivet, may include other additional records to
support the nature of activities an auditee is involved in.

Accounting Manuals and Codes:

Initial Account code volume 1&2

Post office manual (volumeswill)

Post office guide

PLI Manual

General Financial Rules

Pakistan Telecommunication (FReganisatioh Act 1996
Telecommunication Rules

USF & APC Rules 2005

Accounting procedures for telecom entities

DDO handbook on autonomous bodies

Service regulations

FBA & A procedures

Memorandunof associations under Companies ordinance 1984
Articles of association

Federal Treasury Rules

Revised System of Financial Control and Budgeting
FIDIC Guidelines

WB Procurement Guidelines
PakistarAccommodatiorAllocation Rules2002

ESTA Code

FinancialRules& ServiceRules

P&T Accounts Code

Departmentalisatio®cheme

Central PublidNVorks Account (CPWA Code)

Central PubliaVorks Department (CPWD Code)
Public Procurement Rules, 2004

Schedule of Rates

Book of Specifications
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Where there are new administratiymlicies or procedures with which the auditee

departments should comply, the auditors must become familiar with them and check that the
audit is conducted against these benchmarks. In addition, the auditor should consider whether
the policies and procedes in force are effective at reinforcing good management practices.

Where a rule or procedure does not contribute to good management practices, it is the job of

the auditor to recommend changes to such rules and procedures.
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It is pertinent to mention herdat the accounts and audit codes have not been updated for
more than three decades. However, over this period, the functions of the auditee entities have
evolved significantly and several new functions and practices have been put in place, which
are not overed by these codes. The audits of these entities/functions are performed on the
basis of past experience and procedures issued by the management from time to time. New
entities created as a result of splitting up of T&T are audited as per their respecti
legislations under which they have been formed.

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

collecting and recording transactions. This will help the auditor in understanding the
complexity of control structurand documentation. The process mapping will depend on the
nature, flow of transaction and significance of operations. For process mapping, the audit
team mayanalysean enti tyos manual s, applicable ru!
approaches to procesmpping hamelyinancial Statementpproach (a top down approach)

and transactions basedpapach (a bottom up approach).

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

4.12 Key Contactg Form PFVIII.

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

4.13 Significant Audit Aread z Form PF IX.

The auditor should obtain a current and up to date chart of accounB&hesbould check
that it follows the current accounts classifications and the regulations imposed by the CGA
(Controller General of Accounts).

The auditor should lis critical audit areas/significant financial statement components
(including individually significant transactions and events), and their impact dfirtaecial
Statement®f the Federal and Provinci@overnmerg (in liaison with those auditors having
responsibility for these audits). This will help the auditor to phesiheraudit for specific
FinancialAudit andCompliance with Authority Audibbjectives.

In order to determine the significant components of Rirancial Statementghe whole
activity of the auditee department should be divided into manageable parts, for example:

1 bycircle/region or

1 by major activitiegpostal functions, agency functietg.; or

1 byrevenue streamsale of postageilling, spectrum auctioetc.); or

1 Object elementdivil works (A012), repair & maintenance (A013) etc].

Where the selected components have separate locationdewéhtralisednanagement, each
location should be considered separately. On the other hand, if the activity operates under a
centrally controkd accounting system, the auditor should consider all locations together.
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For Certification Audit the most logical way of dividing up the financial statement is to
consider each line item in tlk@nancial Statements be a separate component. The iteen

would be each amount reported in the financial statement, including the amount disclosed in
the notes thereto.

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

1. Income

0 Appropriations (grants)
0 Rentals (selgeneratingncome)
0 Inter-governmerdl or interdepartmental transfers

2. Expenditures/Costs

o Major capital projects

Equipment (vehicles / heavy construction)

Goods and services

Utilization of inventory

Depreciation

Payroll

Personnel benefits such as Pensions and Pravideds

O O0OO0OO0OO0Oo

3. Assets

o Fixed assets (land / buildings / infrastructum®ads, bridges)
o Capital work in progress (civil works, etc.)

o0 Major equipment

o Current assets (stores)

o Cash

4. Liabilities

o Longterm loans

o Provision for retirement benefits
0 Security deposits

o Current liabilities (creditors, etc.)

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

AUDIT AREAS

Audit Area Critical Area
1 Civil works;

Expenditure 1 Operations, maintenance and repairk;
1 Procurement.
1 Sale ofpostage stamps
1 Sale ofrevenue stamps

Revenue o

1 Commission on money orders
1 Receipts from agency functions (Collection of util
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Audit Area Critical Area

bills, Saving schemes, Postal Life Insurance
collection of provincial taxes etc)

Commission charged on agency functions.
Initial License fee

Spectrum auction fee

Annual license fee

Fines and penalties
Telephone revenue

MSDN revenue

Co-location rent

Revenue from other services
Sales of radio equipment
Export sales radio equipment
Fixed linerevenue

Revenue from cellular services
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4.14 Significant Accounting Policieg Form PFX.

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

Significantpolicies may include:

Accounting forRevenues (Revenue Recognition)

Treatment of inventory of raw materials and other inputs to projects and operations
Fixed assets valuation and depreciation

Accounting for foreign currency transactions and intggagtments

Accounting for staff retirement benefits

Valuing work in progress

Accounting for liabilities and commitments

Accruing for expenses incurred but not recorded
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A sample of the permanent file prepared for tNational Radio Telecommunication
Corporaton has been annexed as Apperidi.
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AUDIT PLANNING PHASE

5.1 Introduction

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

the use of professional judgment.

Individual audits must be planned to chélcat

T appropriate and sufficient evidence is obi
1 the INTOSAI Auditing Standards are complied with;
1 only necessary wrk is performed.

The planning phase involves the following:

91 Determining the overall objectives and scope of audit; *

T Understand the entitybés business;

1 Assessing materiality, planned precision and audit risk.

T Assessing the entontrosd6s system of internal

1 Determining the components by which the audit will be conducted.*

1 DeterminingFinancial Auditand Compliance with Authority Audit objectives,and
error/irregularity conditions *

1 Assessing Inherent Risks and Control Risks.

1 Determining the appropte mix of tests of internal control, analytical procedures and

substantive tests of detail

* These steps of Planning Phase are common for both the Certification and Compliance with
Authority Audits, whereas the unmarked steps rela@ettification Audi only.
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The activities performed during the preparation of the Planning File are complex and varied.
Each member of the audit team should check that they have a good understanding of the
activities tha have been assigned to them. For details, please refer to Chapter 7 of the FAM.

Based on the information noted above, lead of the offices responsible for planning the
activities and associated resource requirements in conducting audit. Théviandgement
Software is a valuable tool to apply to this task. See Chapter 8 of the FAM and the Audit

Management Software Manual for additional information.
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I't should also be noted that the | NTOSAI Au
adequately document the audit evidence in working papers, including the basis and extent of

pl anning, work perf or medlheseforgthe andi tedm leaderi®s gs o0 1
responsible to check that the Planning File is complete and provides evidence of the basis and
extent of planning workerformedby the audit team.

It needs to be highlighted that the audit strategy and methodology recommexéed-AM

provide for continued quality assurance through all the phases of audit. While reviewing the
planning phase, the functionaries entrusted with the quality assurance of audit should ensure
that the various steps recommended in these Guidelineseapdctive forms have been
completely followed in all respects.

The key to maintaining the quality of the planning process itself is a review of the plan,
which the concerned Deputy Auditor General (DAG) should supervideapprove (Ref:
FAM-Para 15.R

5.3 Documentation in Planning Phase

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

Audit objectives and scope *

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

Audit planning memomadum *

Memorandum on posgilanning changes *

Important dates *

Tour programme *

Information requested from entity officials *
Materiality assessment form

Expected aggregate error and planned precision form
Audit risk assessment form

Inherent risk assessmeform

Internal control questionnaiiecontrol for overall environment
Internal control questionnaiiegeneral computer controls
Internal control questionnaiieapplication controls
Control risk assessment form

Analytical procedures assurance form

Souce of audit assurance form

List of applicable laws and regulations *

Sample selection checklist

High value item selection forrh

Key item selection form

Sample sizing for tests of internal control

Sample sizing fosubstantive tests of detail

Checklist ofaccounting estimates to be reviewed
Points for attention at next audit *

Audit planning checklist *
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Note: These forms recommended under FAM and Audit Working Papers Kit essentially
meet the requirements Glertification Audit However, some of these fammarked
with asteriskg*), can also be used for Compliance with Authority Audit.

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

5.4 Audit objectives and scope

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

1 Expressing an opinion dfinancialStatements

1 Expressing an opinion regarding compliance with current rules and regulations;

1 Testing Compliance with Authorityor controls on selected transactions with no
opinion being expressed; and

1 Evaluating operational performance.

Note: For a comprehesive discussion of audit objectives, please see Section 7.1 of FAM.

The nature and size of thaudit entity determines the scope of the audit, and is generally
defined by the audit mandate. Rbe audit ofFinancial Statementshat are required under
Section 7 of the AuditeGeneral Ordinanc&001,the entity to be audited will be defined by
the applicable accounting policies of BBevernment

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

The purpose of this form is to highlight mattersttBhould be taken into account when
planning the following yeardéds audit. The au
entitydés activities that may require change
to document practical suggestiohsor changes to the next year
encouraged to suggest improvements in the audit plan and procedures.

~ (N

5.6 Entity communication letter

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

the management of the auditee. It sets out the terms of the audit and will include the issues
that the auditor wants to bring to the atten
what is expected from auditors during the course of audit and teaxsperatiorbetween

both the parties.

5.7 Audit planning memorandum

The audit planning memorandum should comprise a coanideasy to understand summary

of important factors and decisions made during the planning phase. Emphasis should be
placed onbanges t hat have been made to the pre
memorandum should not duplicate all of the details set out elsewhere in the planning file, the
permanent file, or in the audit programmes.
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The actual contents of the audit plannmgmorandum will depend on specific circumstances
oftheaudi t . |t should include any <changes 1in
business, accounting policies or systems, internal controls or operational environment that
will affect the planed audit. It should also explaamdestablish an audit strategy, time tables

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

5.8 Memorandum on postplanning changes

As the executiorevaluation and reportinghases of the audit proceed, it may be necessary to

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

oft he entityds activities, from unexpected exte
means of adkving the audit objectives as the audit progresses.

If the changes are significant, such the one that calls for the development of new audit
programmes or a feonsideration of the sources of audit assurance, the auditor should discuss the
situation wth 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.

5.9 Important dates

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

5.10 Tour programme

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

5.11 Information requested from entity officials

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

and when it was actually receivetihis form provides a suggested format, but the audit team

leader may choose to use his or her own format.

5.12 Materiality assessment form

Materiality can be defined as foll ows: A AN
error (or the sum othe errors) is big enough to influence the users of Rimancial
Statements .

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

Note: For a comprehensive discussion Blateriality, see section 7.3dnd Appendix D of
FAM.
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5.13 Expected aggregate error and planned precision form

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

5.14 Audit risk assessment form

It is important that the audit teaestablish an appropriate level of risk for the audit. The
concept of risk is very important in planning systeased audits and is discussed in detail in
sections 7.7 and 7.8 of FAM. This form is used to identify whether there are any particular
factorsthat would cause the auditor to reduce the level of risk he or she is willing to accept,
therefore requiring additional audit work to be planned so as to tlasdevel ofaudit
assurance.

5.15 Inherent risk assessment form

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

This form indicates some factor s okinhereh may
risk. Inherent risk should be assessed for ebBuotancial Audit and Compliance with
Authority Audito b j ect i ve. However ,essmentd imeent tiskreay audi t

be the same for multife objectives or components, tli@m can be sed to capture risk for
each group of objectives or components that the auditor wishes to treat in the same manner.

5.16 Internal control questionnaire - controls for overall
environment

This form is used to guide the auditor in considering the ovetalinal control environment

in the entity. The better the apparent system of internal control, the less detailed checking of
individual transactions will be necessary. Internal controls are discussed at length in section
7.4 of FAM.

The internal controlge st i onnaire provides many questio
auditor should decide what questions are relevant to the present audit and is free to add
further questions wherever required.

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

The aiditor must be honest in the assessment of internal controls operating in overall
environment, general computer environment and specific computer based financial
applications. If the controls are weak or r@xstent, the auditor should inform the entity
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management of the need to make improvements and should also offer suggestions. In the
first few years of transition to the new auditing paradigns to be expected that the control
environment will be weak in most entities. Identifying the weaknesdebenvthe starting
pointfor developing stronger controls for the future.

5.17 Internal control questionnaire z general computer controls

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

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

5.18 Internal control questionnaire z application controls

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

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

5.19 Control risk assessment forma

This form is used by the auditor summarise¢he assessment of risk in the general control
environment, the overall computer environment and in specific computer applications (from
the previous three forms).

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

5.20 Analytical procedures assurance form

The audit tam leader uses this form to document the analytical procedure(s) that are planned
for each component. The type of procedure selected is important as different procedures (i.e.
comparative, predictive, statistical or overall verification procedures) prautigerent level

of assurance when it comes to planrsngstantive tests of detalil

Detailedinstructions are provided with the form.

Note: A detaileddiscussion on analytical procedures is provided in Eweancial Audit
Manual, section 7.8 and Appeix E.
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5.21 Source of audit assurance form

In conducting audit, the audit team is looking for sources of assurance than#meial
Statementgprovide a true and fair view. One source of assurance is a detailed review of
individual transactionss(ibstative tests of detgil However, this is very time consuming, so

the audit team looks for other sources of assurance that might enable them to reduce the
amountof substantive tests of detailhe audit risk model provides an arithmetic method of
using theassessments of inherent risk, control risk, analytical procedures and overall audit
risk to arrive at théevel of assurance that is requiredr substantive tests of detail

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

5.22 List of applicable laws and regulations

A major component of a Regularity Audit is the verification that the entity has complied with
applicable laws and regulations. The auditnteahould enlist all applicable laws and
regulations on this form for checkitigee nt i t y6s compl i ance with | a

5.23 Sample selection checklist

In preparation for performing thsubstantive tests of detailhe audit team must select
sampes of items to be tested. This form is used to record the identity of each sample and the
date onwhich it was collected. CAATshould be usedwhere applicable}o select and
record samples taken during audit.

The following section lists some of the sampling techniques which can be used both for the
Certification Audit and for Compliance with Authority Audit. Use of Monetary Unit
Sampling is recommended f@ertification Audit and when the auditors use altermati
sampling techniqueduring Certification Audit they will be required to exercise professional
judgment.

Sampling:

It is the selection of a stdet of a population. The auditor takes a sample to reach a
conclusion about the population as a whole. Assit is important that the sample be
representative of the population from which it was selected.

Sampling risk

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

Statistical sampling

Statistical sampling is the selection of a-s@h from a population in such a way that
each sampling unit has an equal and known chance of selection.

Non-statistical sampling

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

the objectivity of a statistically selected sample.
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Note that the only difference between statistical sampling andgtadistical sampling
is themethod of selectingample items. Planning requirements and the evaluation
process remaithe same.

Monetary Unit Sampling (MUS) for substantive tests of detail

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

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

Methods of sample selection

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

1. Random;

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

1. Random selection

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

2. Fixed interval (systematic) selection

This method involves selecting a random start and then etreriem.

3. Cell (random inteval) selection

This method essentially combines the previous two methods. The auditor divides the
population into cells and then picks a random item from within each cell.

4. Stratified random selection

CAATs may offer a fourth methoi stratified random sampling. Using this approach,
the population is first stratified based on monetary ranges, type of expenditure, etc.,
and then a random sample is drawn from each range. This could be used, for example,
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to weight an attribute sample to the larger dali@ams or specific expenditure types,
or to ensure that at least one sample item is drawn from each expenditure type.

Selecting the sample z statistical sampling

The Astandardo sample selection techni
selection. @Il (random interval) selection can also be used if the population has been
downloaded into a computer and a CAAS being used to do the selection. Random
selection is also possible, but contains all of the difficulties of cell selection. In
addition, ithas a further disadvantageshould fixed interval or cell selection be used,
the sample size will automatically be adjusted for any over or testenations of the
population value. With random selection, this will not occur. Hence random selection
is raely used with MUS. For both fixed interval selection and cell selection, the
auditor needs to know the sampling interval.

Selecting the sample z non -statistical sampling

To select a nowstatistical sample that approximates a monetary unit sample, the

audtor needs to find a way to bias the sample towards the larger monetary items.

Some form of valu@riented selection is therefore required.

For detailed guidance please refer to Appendix B of FAM.

5.24 High value item selection form

In addition to selecting a random sample for testing, the auditor should also make sure that

qu

the items of particular high value are tested, as any errors in these items could have a material

impact on the accuracy of thénancial Statementas a whole. Therefore, the auditor will
identify the high value items which will receive individual attention (and will remove them

from the population of items from which the samples are selected).

The auditor will identify the high value items on tiiigm and will crossrefer each item to
the working papers that recatfie audit tests performed on that item.

5.25 Key item selection form

As with high value items, the auditor may also want to individually review items which are
unusual and which warraspecial attention. Generally, these items will include transactions

that cause an account to show a negative balance (e.g. an asset account with a credit balance)

or unusual nomecurring items. The auditor will use judgment and experience to help ydentif

these key items.

Therefore, the auditor will identify the key itemdieh need individual attentioand will
remove them from the population of items frarhich the samples are selected

The auditor will identify the key items on this form and will ssoefer each item to the

working papers that records the audit tests performed on that item.
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5.26 Sample sizing for tests of internal control

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

The use of CAATs (seBinancial AuditManual Appendix C) will avoid having to follow
this manuaprocess.

5.27 Sample sizing fosubstantive tests of detalil

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

form.

The use of CAATgseeFinancial AuditManual Appendix C) will avoid having to follow this
manual process.

5.28 Checklist of accounting estimates to be reviewed
Finarcial Statements especially those produced on accrual basis, will often contain
accountng estimates, such as allowarfiocebad and doubtful debts and contingent liabilities.

The auditor should discuss with emduntdapdd s man
record them on this form for subsequent validation when the audit is performed.

5.29 Points for attention at next audit

During the course of preparation of Planning and subsequent Working Paper files, the auditor

may come across itemsinthecie nt year that should be foll o)
These may be accounting estimates that were contingent upon events that have not yet
happened or iitems that are expected to show

matters specific tthe audit at hand.

Use this form to record these items so that
phase.

5.30 Audit planning checklist

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

This form is also a key curance process, sincoiffprotidese DA C
a vehicle for communicating the planning process to the DAGP management so they can
review and approve that adequate planning was completed in repgezaudit.
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5.31 Centrally Led Audit

These are audits where a centelm is responsible for the overall planning, performance,
evaluation, reporting and follow ugn example of such an audit is tRakistan post office
departmentThe central team is responsible for the overall planning of the audit and the audit
compilation ofFinancial Statementat the Director Accounts PPOD level whereas the field
audit teams conduct the audit of expenditure incurredenue earned and receigtsd
payments made at the individual GPO level. The execution data is then consolidated by the
central team to form a basis for the opinion onRimancial Statements

Para 6.4.5 to 6.4.10 of FAM gives guidance about a centrally led audit. The ceartrabte
responsible for:

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

1 Setting inherent risk, control risk, other substantive procedures risk and substantive
test of details risk for each component and each spé&aifancial Auditobjective and
Compliance with Authority Audibbjective and error condition;

1 Determining the optimum mix of tests of internal controls, analytical procedures and
substantive tests of detddr each component and for each spedticandal Audit
objective and relate@ompliance with Authority Audibbjective and error condition;

1 Performing the overall error evaluation; and

1 Reporting the results of the audit.

The auditors from each of tffield audit teamsre, in turn, responsible for:

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

Reviewing the material received from the central team to ensure audit programmes,
forms and checklists reflect the optimumxnaif tests for that particular iizctorate,

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

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

il
1

= =

The Directorate General of AUdRT&T is solelyregonsible for theCertification Auditof
the Pakistan &st Office Department with the involvement of itwanch office and Field
Audit Teams
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AUDIT EXECUTION PHASE

6.1 Introduction

This chapter provides guidance for the auddaverk at the execution stage. This stage
includes compliance testing (test of tofs), substantive testingollecting and reviewing

evidence and maintaining working papers files. It needs to be noted that the audit
programmes given at the end of thisapter provide guidance to the field auditors for
Certification Auditand Compliance with Authority AuditHowever, there are very few audit
programmes as O6compil ati on o CertificatiornAuditt sd whi c

Overall audit executionugdance is available in Chapter 9 of th&NF.
The Audit Working Papers Kit provides:

Evidence that the auditor has complied with the DAGP auditing standards;
A basis to determine that the work delegated has been performed properly;
A source of informatio for preparing reports and answering enquiries; and,
Assistance in planning and executing future audits.

p8¢c 4EA | OAEO 4AAI 860 2A0OPT 1 OEAEI E
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The audit team has a major responsibifly documenting audit evidence in the working
papers ncl udi ng work performed and fRamd55.9gs (th

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

Sections9.9 t09.11of FAMprovi de det ail s of the auditorso
the work performed and standards for maintaining and keeping custody of the Working
Papers file. Each auditor should be familiar with these responsibilities.

The Audit Working Papers file shlslicontain various financial documis provided by the
auditeemanagement, including:

Financial Statements

Financial review

Trial balance

Expenditure statement

Cash accounts (Daily/Monthly)

Any inter-Governmenrdl accounts for elimination.

~ooo0op




PT & T Audit Guidelines

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

h. In addition, the audit team should maintain detailed minutes of all the meetings with
the auditee representatives, which should be placed in thé Wodking Papesfile.

It needs to be highlighted that the audit strategy and methodology recommended under FAM
provide for continued quality assurance through all the phases of audit. While reviewing the
execution phase, the functionaries entrusted wighquality assurance of audit should ensure

that the various steps recommended in these Guidelines and respective forms have been
completely followed in all respects.

6.3 Forms and Schedules for Audit Execution Phase

Titles of various forms specified ihe¢ Audit Working Papers Kit are listed below:

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

Internal Control Deviations Form *

Internal Control Deviatins Summary *

Compliance Summary

Substantive Tests of Accounting Estimates

Errors in Accounting Estimates

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

Details of Errors in Samples, High Valuerhs and Key Items
Exit Interviews

= =442 -0_5_9_9_9_°5_2_-2._-2-
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. These forms recommended under FAM and Audit Working Papers Kit essentially
meet the requirements Glertification Audit However, some of these forms, marked
with asteriskg*), can also be used for Compliance wihthority Audit.

The following paragraphprovide generaguidance for using thabove mentionedorms.

Instructiors for filling in these forms are contained in the Audit Working Pap@t which
the auditors are required to follow.

6.4 Summary ofAnalytical Review Procedures Performed
This form is used teummarisehe analytical procedures that were performed. The auditor
should note the procedures that were performed and-@fesseach procedure to the

working paper that provides the details thie test (i.e. Details of Analytical Review
Procedures Performed form).

6.5 Details of Analytical Review Procedures Performed

Details of each analytical review procedure conducted by the audit team, including type of

test, data used, calculations perfodne r esul ts and auditords con

this form.
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6.6 Completed Internal Control Questionnaires

The auditor must test the control environment to determine whether the system of internal
controls on which the audit team intends to relgatially working effectively. This is done

by following the detailed guidance provided in the Internal Control Questionnaires for
different aspects of the audit. The auditor will select the ICQs that are to be usedwdthis

and tick them off on thehecklist provided. The auditor does not have to apply all the
possible ICQs in every audit.

The key ICQs tdeconsideedfor PT&T audit are as follows:

Employee related expenditure
Goods and Services

Contracting

Project Costs and Performance
Receips

Cash

Assets Management

Stores and Inventory

Land and Buildings Management
Budgeting and Expenditure Controls
Grant in Aid

=4 =2 =4 -8 _9_9_9_°5_2°_-2._-2-

Note: Det ai l ed guidance for filling in the | CQ6
under the section Execution file.

6.7 Internal Control Deviations Form

While working through the ICQs, the auditor should identify deviations from the prescribed
internal controls in the operations of the audited entity. The auditor will document each
individual deviation and its potentialpna ct o n Fidarcial Statementp this form.
There should be one form for each deviation encountered.

Where the operationsf the auditee organisaticare decentralisedit is important to assess
which weaknesses are due to scattered natutepafrtment/policy weaknesses and which are
due to the inadequate application of these internal control systems and policies within the
decentralisedites being audited.

6.8 Internal Control Deviations Summary

For each significant type of deviation detecte t he awudi t or should re
management and make a recommendation for rectifying the control weakness. The purpose

of this form is to help the auditor track each weakness identified by applying theH€Q

problem and their recommendati which were reported to the entity. The year in which the

entity took corrective action should also be considered.

6.9 Compliance Summary

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

6.10 Substantive Tests of Accounting Estimates

This form summarise the errors ideniéd during the performance of substantive tests on
accounting estimates. The auditor will use istonmarisesrrors that were identified in the
Errors in Accounting Estimates Form (see next form) for later use in aggregating the errors in
the Evaluation ad Reporting phase.

6.11 Errors in Accounting Estimates

For the accounting estimates that were ident

of accounting estimates to be reviewedo, t h

estimate andhie nature and value of any errors that were identified. These errors will be

summarisd in the Substantive Tests of Accounting Estimates form as described above.

6.12 Substantive Test Sample Summary for each Audit
Programme

The auditor must test the sampled transactions to identify the incidence of errors in the

sample. This is done by following the detailed guidance provided in the Audit Programmes

for different aspects dPT&T audit given atsection 6.16 onwardf this chaper under the

heading Audit Programmes. The auditors are expected to select the relevant audit

programmes for each audit as they do not have to apply all the possible Audit Programmes in

every audit.

Substantive testing examines a sample of individwalstictions to determine whether the

transactions selected comply witth @pplicable laws, regulations amdles to find any errors

or anomalies that may exist. Each Audit Programme provides a basic set of steps for the

auditor to follow to perform substave tests.

The substantive testing section of the Audit Programmes includes a basic set of audit

objectives, which are described below:

Audit Objectives:

To determine whether, on the basis of the transactions examined (selecting a representative

sampé of transactions or other form of sample), the ebitdy Fi nanci al Statem

with the following assertiods

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

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

SAnother set ofassertions commonly used are: Existence / Completeness / Valuation / Rights and Obligations
(or Ownership) / Presentation and Disclosure. The set used in these Guidelines is more appropriate for the audit
of transactions in the public sector.
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1 Completenessall transactions relevant to the year of account have been recorded and
includedi the test has also been extended to includetmpleteness of what should
have been included not just the recorded transactions: i.e. all taxes due, not just those
collected.

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

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

The key Audit Programmes for this purpose are givahersection6.16.

6.13 Substantive Test of High Value/Key Iltemg Summary

This form is used tsummariseerrors found by the Substantive Tests afiHValue/Key

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

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

The auditor will complete one copy of this form for every single error discovered in any of
the substantive tests of detdfrom sampled transactiorend High Value Items and Key
Items). Details of the voucher on which the error occurred, the nature and cause of the error
and its valuesshouldbe documented on this form.

6.15 Exit Interviews

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

The audit ofdecentralisedites, remote from the Audit Office (out of which the audit team
operates), is complicated by the fact that briefing of the management at the site cannot be
done after the senior audit management has reviewed the audit findings. This means that the
teamshould provide feedback to management atdémentralisedite prior to conducting a

full review of findings. It is a good practice for the audit team leader to determine whether
there are any sensitive issues that need to be brought to the attentieniarf audit
management prior to discussing with entity management at the site. Where potentially
sensitive matters are involved, the audit team leader should get instructions from senior audit
management before the exit briefing.

6.16 Audit Programmes

The remaining part of this section contains the detailed audit programm#seféollowing
audit areas Where applicable alternative audit steps have been included in the audit
programmes of the relevant entities
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General Audit Programmes

Employee Related Erenses
Procurement

Planning and Contract Awarding
Contract Implementation/Execution
Contract Completion

Asset Management

Accouning and Financial Management
Investment

= =4 =8 -8 _98_5_95_2

Entity Specific Audit Programmes

Pakistan Post Office Department

PakistanTelecommunication Authority &requency Allocation Board
National Telecommunication Corporation

National Radio Telecommunication Belephone Industries of Pakistan
Special Communications Organisation

= =4 =4 -8 9

The Audit Programmes given in this section cannot pewd exhaustive set of checks.
Although in certain cases specific references to the current rules and regulations have been
given in the audit programmes, it needs tonbeed that the auditor shoulg: familiar with

the operations of the audit entity askdould have a sound knowledge of the relevant laws,
regulations and rules with which the transactions must comply. This will allow him/her to
make appropriate adjustments to the audit programme guides. Furthermore, if the audit
programmes do not covertlleudi t or 6s requirement s, he <can
which he notes the details of transaction(s) (revenue/expense /investment etc), his audit
procedure(s) and finding3he audit programmelsave beerdevelopedby keeping in view
therisksmentionedm 3.5
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6.17 Audit Programme- Employee Related Expenses

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

Done WP

Audit Procedure By Ref

1 Check that proper particulars are entered $tale Audit
Register for Gazetted Officeand inEstablishmenRegister
for Non Gazettetaff.

1 Checkthat DDO certified the payment to Non Gazet&diff.

1 Check that Payroll Officer prepares Monthly Schedule
Employees latest by 26 of each month asdverified by
Supervising Officer.

1 Check that Delegated Officeother than Payroll/ Supervisin
Payroll Officer) prepares Payroll Credit Invoice or Che
and sign by at least 2 officers.

1 Checkthat payment to employees is reconciled vidth PPQ

1 From a sample of transactions check that: employeé
identified in AuditScale AuditRegister; and that payme
was made to correct payee

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

M Check Service Book maintained fbion Gazetted Stafand
certified by DDO.

1 Conduct a reconciliation (and/or check a batch ¢
transactions) between {Direct Credit Advice / Payroll Adv
/ DDO monthly statement} and Monthly Schedule
Empl oyeesd Salaries and Co

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

1 For employees recently joining the offickeck hat Office
order or Establishment order for new appointment is issue
concerned head of department and amount is paid accq
to said order and entitlement $ervice Book anthe amount
of the first payment was correct according to the start datg
accordng to Scale entitlement.
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Done WP

Audit Procedure By Ref

1 For employees who recently left the office, the amount of
last payment was correct according to the date of last d
employment in section and according to their Payroll Reg
I compare pay slips with Last Pay slip Ciectte issued

1 Check that pay and allowances of staff on leave have
classified under head leave salary.

1 Check that payroll payments are correctly identified in
Compilation Sheet under Payroll Object and correctly cq
according to the Chart of Aounts by checking for th
sample of transactions that the net pay and deductions
been correctly coded according to the Chart of Acco
codes.

1 For a sample of months, check that the total pay (gross
and deductions) are correctly presented i@ @ompilation
Sheet by making the necessary calculations.

1 Check that payment of allowances to gazettedfametted
employees has beauthorise by the Finance Division.

1 Check that additional/current charge payaighorisé under
rules.

1 Check that paymenof arrears of pay & allowances 4
legitimate.

1 Check that all time barred claims (beyond six month)
been approved by threspectiveAccounts Office.

1 Check that pay and allowances are being made to
sanctioned/available strength.

1 Check that thegpointments are made as per procedure.

1 Check the appointments of daily wages/contingent paid ¢
budget provision and proper head of account and
appointments are maaes per rule

1 Check that HRA is not paid to the officers/officials to wh
designagd residences are provided.

1 Check that ceased allowances have not been paid to the

1 Check that double conveyandéwed to the entitled staff (g
per rule)approval by the competent authority.

1 Check that TA/DA claims are dulyuthorisd and are
accading to rates entitled for each category by the Fing
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Audit Procedure By Ref

Division.

1 Check that journey was actually performed and
authorisél by general or special order by the compe
authority.

Adhoc Relief (Wage Type: 1831)

1. Employees whose date of joining was-@@005 should bg
paid adhoc relief allowance as per revised pay scale 7
(Para-6 of Finance Division LetterNo. FD.PC.21/2009

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

3. Check that this allowance is also admissible to
appointment of Govt. servants from one post to another tg
effect after 0107-2005 provided they were previously
receipt ofsuch benefits immediately before their appointm
and such an allowance would also be made admissih
Govt. servants on extra ordinary leaves as soon as
resume duties, at the frozen level which would have |
admissible to them had they not preded on EOL(Finance
Division O.M. No.FD.PG-2-2/99, dated July, 21, 2007)

Special Additional Allowance (Wage type:)

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

Check that this allowance is also admissible to those Govt. ser
who were entitled to and were in receipt of the benefits immedi
before their appointment on or after-02-2001. Havever it is
inadmissible to those fresh appointees who have not been e
recipients immediately before such appointme(isance Division
O.M. No. FD.PCG2-2/99, Special Allowance (Wage Type: 1550)

1. Check that this allowance has been discontinuedinance
division with effect from December 04, 2001.
2. Anincrease @ 15 % on initial of the pay shall be allowe

the contractual appointees as special allowance who 3
receipt of pay package slightly higher than the standard
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Done WP

Audit Procedure By Ref

package prescribed ued the contract appointment poli
dated: 2912-2004. (Finance Division O.M No.FD.PG2-
1/2007, dated 23rd July, 2007)

1. Special Relief Allowanc&mployees whose date of joinir
was 306-2005 should be paid special relief allowance (@
% of basic pay per month to a civil servant in BP® 22
vide letter # No. FD.P@2-1/2003) as per revised pay sc
2005.(Para-6 of FinanceDivision O.M # FD.PC.21/2005

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

3. Check that this allowance is also admissible to

appointment of Govt. servants framne post to another takir
effect after 0107-2005 provided they were previously
receipt of such benefits immediately before their appointr
and such an allowance would also be made admissih
Govt. servants on extra ordinary leaves as soon as
resume duties, at the frozen level which would have |
admissible to them had they not proceeded on.EBihance
Division O.M. No. FD.PG2-2/99, dated July, 21, 2007)

Superannuation age

1. Superannuation pension is granted tG@ernmentservant
on compétion of age. Check thosgovernmenbfficials who
have attained the age of superannuation but are st
Governmenjob.

Annual Increments
Check that annual increments accrue ¥oflDecember.

As per letter# FD.P@-1/2007 Dated: 23 July, 2007 chek that the
first annual increment of existing employees in basic pay scalg
which their pay is fixed on 607-2007 shall accrue orfDecember
2007.

Dearness Allowance (Wage type: 1864)

Check that the dearness allowance @ 15 % sanctioned
1.07.2006 shall stand frozen at the level of its admissibility as
30.06.2007 and the amount shall continue to be admissible {
entitled recipients until further orders but it will not be admissibl
new entrants joining Govt. service on or after 0120@7.(Finance
Division O.M. No. FD.PC-2-1/2007, dated 23rd July, 2007
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Entertainment Allowance, Orderly and Senior Post Allowances
(Wage type 1518)

1 Check that thee allowance have been paid to entitle
officers ony.

Honorarium and Incentives

1 Check thattextra Duty Allowance EDA)/Overtime is paid tg
the entitled staff and on the prescribed rates.

1 Check that honorarium has been paid fanforming the
arduous nature of job and approved by the compg
autlority and payment is as per stipulatetes

1 Check that the incentives are paid to the staff entitled an
the rates prescribed by the Finance Division.

Medical Charges

1 Check that rembursement of medical charges to n
gazetted is made only in case of indoor treatment as per 1

1 Check hat claim has beerauthorised by the medical
officer/civil surgeon.

1 Check that rembursement has been allowed on origi
prescription and invoices of the chemist duly signed by,
medical officer.

1 Check that in casef re-imbursement to negazetted sfathe
original discharged certificate from thethorisé hospital hag
been attached with the claim.

1 Check that payment has been made to the family membg
per medical rules 1990.

M Check that invoice number and license number of the chg
have been pmted on the payment voucher.
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6.18 Audit Programme- Procurement

Audit Entity: Audit Period:
Date(s) Conducted:
. Done | WP
Audit Procedure By Ref
I. Existence and occurrence
Check tle:
1 Documentation (purchase order/purch

= =4

authorization/invoice/delivery receipt and receiv
documentations)

Entry in inventory register.

Payments for product/material enter into ledger for cur
year.

Payment was made to the correct payee.

[CPWA Code Para 105 to 110]

T
T

II. Completeness

Reconcile total expenditures on product/material with
amount recorded in the ledger.

Check that all material recorded as acquired in the yeg
charged against that year.

[Rule 26 of G.F.R. Volumel]

T
T

EJE

Ill. Measurements

Check that the neasurementswere made in prope
document/measurement books.

Check that goods were received as per order and pa
what was received. ldentify any short fall by compat
purchase order and good received note.
Check that the invoiseand payments have applied proj
pricesand includecorrect freight charges if applicable.
Checkthat advancepaymens have been reflected in th
invoice and correspondingly deducted from payment.
Check arithmetical accuracy

Check applicable guaranteespsce support.

Check that no payments were made
maintenance/replacement parts thatre covered by
warranties.
Check in case of late delivery, whether any penalties g
under contract and if so, whether payment was adjy
accordingly.

[CPWA Code Para No. 209]

T

IV. Regularity

Check thathe acquisition process and the size of purch
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Done WP

Audit Procedure By Ref

is within the authority limit of the authorizing officer.

1 Check that the supporting documents contained
justification for large purchases.

1 Checkthe expenditure was consistent with the nature
the appropriation to which it was charged.

1 Checkthatthes up p | i er 6 ghelstaofmepproves
vendors.

1 Check that in all major respects, the laws, regulations,
and policies to the acquisition areneplied with

Procurement Processid Methodology

Economy and effectiveness

Storage issues

Indent to supply

Storage

Issue policy

Arranging of stores

Limits of storage

O O0OO0OO0OO0OO0OO0O0o

[PPR-2004: Rule 15 to 22]
[CPWA Code Para 105 to 110]

V. Monitoring and Maintenance
1 Examine the facilities for handling ofquipments an
check that:
a. the equipments placed in suitable places
b. thestorage is free of hazardsdangerous situatiorn
c. the handling equipment is in good handling orde
d. there wereadequate periodic checks over tigage
of equipments
e. there are adequate physical control over
equipments tocheck thatthe equipment wer
properly safeguarded
1 Checkwhether the maintenance of equipmentgsord are
sufficient to safeguarthe inventory
a. records are maintained update
b. access to record limited to make it difficultto
alter tocover up theft
regular reconciliation of actual equipments with invent
records and accounting records thereof
[CPWA Code Para 105 to 110]
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6.19 Audit Programme- Planning andContract Awarding

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

Audit Procedure

Done
By

WP
Ref

I. Planning & Estimation of works.
Check that :

Feasibility study was prepared in case of Mega Projects.

Drawings, work specifications were prepared on the bas

data of survey reports.

1 Was the project economically viable on the basis of feasik
study.

1 If the project was not economically viable, what were
reasons for its selection

71 Design was prepead through design consultants/design w
and approved by the competent authority.

1 Rates used in the estimat®ere in accordanceith the rates
specified incomposite Schedule of Rates.

1 Estimates were based upon prevailing market rates in ca
Non Stedule Rates.

1 Rates of Non Schedules Items were properly analysed
analysis was available with estimate.

1 PGCIl/Engineer's estimate was approved by the compe
forum/authority.

1 Estimate covers all the components of the project objective

E

[Chapter 11, Par a 1 of 6Gui de
Management 6]
[C.S.R. of the relevant department]

II. Transparency in tendering of works and engagement o
consultancy services

Engagement of consultants
Check that:

Consultants were selected aféelvertisement in the press
Criteria for prequalification was clearly defined

Both technical and financial proposatere evaluated
Selection was made on merit

Consultarg were appointed as per approved policy
guidelinesissued by the Govt.

E R

[PPR-2004: Rules 8, 12 & 15]




PT & T Audit Guidelines

Done | WP

Audit Procedure By Ref

Engagement of contractor

1 Check the slistment/renewal of contractors with t
department

1 Check the atification for prequalification of contractor
advertised in the press.

1 Check that the r¢teria for selection of contractorsvere
followed.

1 Check that the wdficient time was given to contractors f
submission of documents for pgealification

[Code of the relevant department]

Tendering:

1 Check thatender was advertised in accordance with the pc
of the government.

1 Check thatbids were invited/received from popalified
bidders

1 Check thatbids were evaluated and accepted within vali

period.

Check thabid security was obtained.

Check thatenders were opened in the presence of bidders

Check that the tender sale and tender open regis

maintenance.

Check the pvisions of PPRA2004 werdollowed.

Compare the content of tender with the estimates.

Check that theender documents were preparel@arly &

accuratelywithout any ambiguity.

1 Check that theosts of administrative and technical sancti

wererecorded in the tender register.

Check the dteria of prebid meetings/amendments.

Compare bidding applications and tender register to ensu

accuracy of particulars (e.g. rates, quantity etc) epidty the

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

1 Check thathere were no imrpolations and correctiomeade
in the tender anénsure thaall the changewereapproved by
the competent authority.

1 Check that a @mparative statement of all the bidders W
prepared in the tender register.

1 Check thebasis on which bidding applicatisnvere accepte
or rejected.

1 Check thearithmetic accuracy of the calculations in the ter
and estimates.

1 Check that eceptance lettersvere issued to the success
bidders within bid validity period.

1 Check that work was not awarded without open tendering.

E

E N

= =4
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Audit Procedure

Done
By

WP
Ref

[PPR-2004: Rule 20 to 27]
[Relevant contract agreements]

I1l. Post bid contract amendments

Checkthatthe post bid amendmenigere made in accordan
with the rules and regulations.

Check the contract agreement to see the amendments in
therein.

6.20 Audit Programme- Contract Implementation/Execution

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

Audit Procedure

Done
By

WP
Ref

T
T

I. Variation /change orders in original contract/work orders

Check that the variations/deviation from approved scope
made as per requirements.

Checkvariation was recommended by the engineer (nomin
consultant) of theontract

Check that the variation order is approved by the comp
authority.

Check that the cost of variation order was prepare(
accordance with the terms and conditions of the con
agreement or prevailing market rates.

T
T

= =4

Il. Measurement of works

Check the measurement bodkB) and ensure that th
measurements were recorded in chronological order.
Check the arithmetic accuracy of the calculations booked i
MB and ensure the aggregate measurements do not €
estimated quantities as memed in the Bill of Quantities
(BOQ).

Identify the cases of excess measurement fromMBeand
ensure proper action has been taken against the respg
officers/officials.

Check that detail measurements were recorded in the M.B
Check that material te=d in authorized/approved laboratory

[C.P.W.A Code: Para 209]
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Done | WP

Audit Procedure By Ref

[ll. Extra financial assistance to the contractors

1 Check contract agreement and compare it with measurer

recorded in theMB and payment vouchers through wh
payment was made to the contractors.

1 In case of any deviation from the contract agreement, re

the instances and probe into the matter.

[C.P.W.A Code: Para 209]

IV. Escalation claim of the contractors

1 Check escalation provisions of the contract agreement
compare with the payment voucher.

1 Checkthatthe Factor "C'was provided in the agreement.
case of change of Factor "C" record the instances and
into the matter.

1 Check the current rate/base satd materialss provided in the
agreement for escalation purpose.

1 Check the source of materiglmentioned in the agreement.
there is a&hangean source of material, probe into the matter

[Contract Clausei 70, Appendix-C]

V. Payments

1 Check vouchers passed/payment made by SDO was
audited by DAO

1 Check that necessary deductions were made from
contractords payments.

1 Check that paid voucher amount or its part, in case plac
suspense head Misc. P.W. advances as recoverable
departnental officials was as per rules and
adjustment/recovery made within financial years as per bl
manual.

1 Check that paid voucher for release of security deposit
prepared after the maturity period or amount released ag
bank guarantee as pegraement clause. Equal amount
deposit was available in P.W. Deposit.

1 Check that expenditure was within the budgetary allocati

funds released.

Check that paid vouchers entered in the cash book

Payments made were acknowledged by the contractors.

Check that price variation was worked out correctly g

arithmetical calculations were correct.

1 Check that paid vouchers for mobilization advances \
against irrevocable bank guarantees issued by local sche
banks and forfeited in case of defaulter cactiors.

1 Check secured advance payment against indenture bond,
certificate of SDO and recovered with interest in case

E ]
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Done | WP

Audit Procedure By Ref

contractors default.

1 Check voucher for advance payment of work done but
measured as per laid down instructions

1 Check rates fuantity in vouchers correctly paid i.e. as
contract/ Market Rate System / Schedule of Rates.

1 Check muster roll/Casual labour rolls against pra
appointment and against provision ihechnical Sanctiof
Estimate TSE).

 Check that Financial Statementsn Revised Technica

EstimatesRTSE/Final or last bill prepared and recovery

imbalance rates made.

Check recovery of minus final/running bill made.

Check that payment charged to proper head of account.

Check that entries of temporary advance/imprest toair

adjustment were correctly made.

E N

[C.P.W.A Code: Para 221]
[C.P.W.A Code: Para 228 & 229]

VI. Violation of contract specification/design

1 Check the provision of contract specification/design and a
execution of work.

1 Identify the instances of violation, probe into the matter
worked out the financial impact of the violation.

[Relevant specification as per contract agreement]

VII. Non imposition of liquidated damages due to delay in
completion of works

1 Checkthe work schedule with actual progress of work.

1 In case of delay in execution of contract, ensure liquid
damages (LD) have been imposed/recovered in danoe
with the provisions of applicabl@rocedures and book
financial power.

VIIl. Failure and termination of contracts

1 Check the civil works execution in accordance with
contractual provisions

1 In case of non compliance with the terms and condition o
contract ensure the contractor was penalized in accorg
with the provisions of theontract.

IX. Payment of advances, Mobilization advance, Secured advanc

1 Check the contractual provision®wards the payment ¢
advances, Mobilization advance and Secured advance.
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Done | WP
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1 Check the authenticity of bank guarantees/debenture K
submitted by the contractors/suppliers against Mobilizat
advance /Secured advance was paid.

1 Check the material brought at site against which Secy
advance was paid

[C.P.W.A Code: Para 238]
[Relevant Contract Agreement Clauses]

X. Non recovery/adjustment of loans and advances ({(
contractors/suppliers/departments

1 Check loans and advances issued to the contractors /suf
were in accordance with the terms & conditions of the cont

1 Checkthe loans and advances given were approved by
competentuthority.

1 .Check accurate booking of all loans and advances ir
financial statements.

1 Check the progress report contracts and ensure the loar
advances were recovered in accordance with the terms
conditions of the agreement.

[C.P.W.A Code: Para 238]
[Relevant Contract Agreement Clauses]

XI. Non encashment of performance bounds/bank guarantee

1 Check that the performance bonds/bank guarantee rec
from the contractor/supplier in accordance with the terms
conditions of the contract.

1 Check the authenticity of the performance bonds /b
guarantees being submitted by the contractors/suppliers.

1 Check the guarantee register and ensure the completene
safe custody of the bonds/grantees.

1 Check the bonds /guarantees were encahsed andzewe with
the provisions of the contract.

[Relevant Contract Agreement Clauses]

XII. Security deposits
1 Check the provisions the contract agreement
1 Check the maintenance of security deposits registers/q
records.
1 Check the refunds of securitgeposits on satisfactol
completion of defect liability period.
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Audit Procedure

Done
By

WP
Ref

[C.P.W.A Code: Para 388 & 390]

T
T

XIll. Deduction of income tax

Check the provisions of the contract agreement towards
deduction of income tax.

Check the actual deductioniotome tax, if deviation, probe
into the matter.

[Income Tax Ordinance 2001]

6.21 Audit Programme- Contract Completion

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

Audit Procedure

Done
By

WP
Ref

T

I. Major Work (Development Work)

Check that PQ IV prepared and submitted to the compet
authority

Check that the Defect Liability Period has been success
completed.

Check that the performance security and security depos
released after the expiry Diefect Liability Period.

Check that the compliance of objectives set inlP@ve beer
started.

Check that no claim of the contractor / department is pen
against the project.

Check that the accounts of the project has been finalised af
kept open.

To check that no work charges have been charged afte
completion of the work/project

[Guidelines for Project Management: Annexurei XX]

M

[I. Minor Work (Repair & Maintenance)

Check that completion certificate is issued by the conce
department.

Check that the Defect Liability Period has been success
completed.
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. Done | WP
Audit Procedure By Ref
1 Check that the security deposit is released after the expi
Defect Liability Period.
1 Check that no claim of the contractor / department is pen
against the work.
1 Chek that allottee of house acknowledge the execution of \
in his house/quarter
1 Check the TSE is according to yard stidkamnualM&R for
Road/Building and without provision of contingenci
Check and report if any item pertaining to original work
incorporated in the M&R.
Check the issuance of AA of the M&R exceeding Rs. 50,00
Check that the cushion of 10% has not been used ir
estimate.
1 Checkthatthe work plan for M&R of road/buildingkas beer
approved by the competent authority.
1 Check thatthe general repair and maintenance work has [
completed within the financial year, as the sanction of esti
lapses on the last day of the working year.
[C.P.W.A Code: Para 260 to 262]
6.22 Audit Programme- Assets Management
Audit Entity: Audit Period:
Date(s) Conducted:
: Done WP
Audit Procedure By: Ref.

Fixed Asset Register

1 Check that the department has maintained fixed ¢
register in accordance with the provision of APPM (F¢
13A).

1 For a sample selected out of the Fix&skets Registe
that the assets physically exist and that they comply
the information in the Register regarding location, a
identification number, description, classification, &
other relevant information.

1 For the sample of assets, check that they are corr
identified in the Fixed Assets Register under the cof
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Audit Procedure

Done
By:

WP
Ref.

Object and correctly coded according to the Char
Accounts by checking for the sample of transactions
the payments have been correatded according to th
Chart of Accounts codes.

1 Check that all the additions (purchase / transfer in)
deletions (sale/of fixed assets have been proy
incorporated in Fixed Asset Register.

1 Check whether the manager(s) responsible for ¢
managemenreceive(s) regular reports from the Fix
Assets Register under the relevant Object Codes an
the information is presented in a way that it can be
by the responsible managers section.

{DFR Chapter-6, Rule 6.46}

Physical Verification

1 Checkfor a sample selected out of the Fixed As
Register that the assets physically exist and that
comply with the information in the Register regard
location, asset identification number, descripti
classification, and other relevant information.

1 Check from physical inspection of a sample of asset
site that they are entered into the Register and tha
information about them is accurate.

1 Check for a sample of expenditures (identified in Gen
Ledger) that they have been recorded correctlythie
Fixed Assets Ledger and that they are on site, acco
to location information in Ledger, and that they
operational and being used.

1 For any items still in storage, or n@ommissioned
determine reasons for ndanctional state.

1 For any assetsot delivered, determine why payment w
made before delivery. (May need to follap on
contract arrangements.)

{DFR Chapter-6, Rule 6.17, 6.28 & 6.30}

Fixed Assets Addition (Purchases)

Check for a sample of additions that:

1 Budget was approved for tiparticular purchase.
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Done WP

Audit Procedure By: Ref.

Transfer in

1

Subsequent Capitalization

1

Purchase Indent is approved by the competent autho

Tendering process was done in accordance with Py
Procurement Rules 2009 (PR2R09).

Purchase Order generated in favof selected/approve
supplier.

For the sample of purckad items during period audite
check that the cost listed in the Fixed Assets Regist
the same as the purchase price (including cos
installation & commissioning) and check agai
supporting documentation.

{Chapter-V, VI & VII of PPR 2009}

For items transferred in, check whether any tran
payments were made and if so whether for an approf
amount.

Check that any donation/gift of fixed asset received,
the requirements of the Accounting Policies ¢
Procedures ManuaAPPM

{Para-13.4.3 Donations/gifts of fixed assets}.

Review any expenditure on improvements to assets
check that these have been identified as ca
expenditures.

Fixed Assets Deletion (Disposal)

Check for a sample of fixed sets disposal that:

1

Whether proper authority was obtained to dispose o
asset

an appropriate price was obtained (either Dby
competitive bid process or by benchmarking the valu
the asset before determining the price)

Where possible, compare prices obtained for sin
assets and investigate any assets apparently sold
value

For any revenue, check that this was properly records
the General Ledger, or other account
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Done WP

Audit Procedure By: Ref.

Transfer out

1 For items transferred in, cheokhether any transfe
receipts were obtained and if so whether for
appropriate amount.

1 Check the accumulated depreciation of the ag
transferred out has been excluded from the accounts,

1 Check that any income earned on the transfer out of {
assetsvas correctly recorded.

1 Check thatassets were received by tbeganisatios to
which they were transferred.

Depreciation of Fixed Assets

1 Checked on sample basis that the depreciatio
accounted for accurately.

Revaluation of Fixed Assets

1 If duringthe period fixed assets were revalued, check
revaluation process in accordance with rules/poli
adopted by the department.

1 Check that any gain/loss on revaluation of fixed ag
had been accounted for in accordance with rules/pol
adopted byhe department.

1 Where assets have been revalued, determine reas
revaluation and if necessary obtain an opinion whe
they are fairly valued. (This could be an issue wt
operations to be privatized.)

Ownership of Fixed Assets

1 For assets examined, check, where appropriate, tha
Governmenthas clear ownership and title to the as
{This check is more likely to be important for any us
items acquired (equipment, buildings, etc.) or for
construction on lands where tl&vernmentmay not
have clear ownership of the langbarticularly in the cas
of new road construction.}

Land Acquisition.

1 Check that acquisition of land was made after prg
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Done WP

Audit Procedure By: Ref.

evaluation and award under the rules.

1 Land acquired was in public interesitiin the ROW of
road / building

1 Land award announced within one year in ordinary (
and within six month in emergency case (U/S 17.4(6)
responsibility fixed for extra cost caused due to d¢
regarding revised land rate or interest beyond six m
as per clauseé of Land Acquisition Rules 1982

1 Check that name of land owner, actual acquired ¢
rates applied for land or other item in land award.

1 Check that recovery of cosf old structure made fror|
the dfectees payment or material propedgcounted fo
and auctioned.

M Check that trees are accounted for and auctioned.

1 Check that mutation of land acquire@d the name o
Governmentlone.

1 Check that proper account of PLA is available
advance obtained in each case for land acquisi
Recondiation made. Vouched account issue to cong
besides refund of unspent balance.

1 Check that PLA pass book and voucher slips for ¢
account was available.

1 {Land Acquisition Act 1894 Chapter-Section4, 5, 6,
10, 11, 16, 17 & 23}

Reporting

1 Check thathe quarterly report on Fixed Assets Regis
as required by.2.7 of the FRMis produced in a timel
manner.
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6.23 Audit Programme- Accounting and FinanciaManagement

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

Done WP

Audit procedure by Ref

l. Preparation of Budget and its approval

1 Check the budget preparation is in accordance with @
provision and approved by the competent authority.

1 Check the actual budget allocation towards the expendity
revenues

1 Check the budget appropilimis and reappropriations
towards the actual expenditures.

. Embezzlement, overpayments, mgappropriation and
miss-use of funds

1 Check the vouchers, approval and supporting documer
ensure that proper controls are in place over the disburse
of cash

1 Check thathe cash books were properly maintained
Il. Preparation of Financial Statements

1 Check thatthe components ofinancial Statementsvere
prepared in accordance with the applicable laws
accounting standards.

1 Check the existence atsets/liabilities in the accounts.

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

1 Check thatappropriate action has been taken to recover
outstanding balances

1 Check that bad debts have been recorded for longaodisg
balances.

1 Check thatthe Financial Statementsvere audited by th
commercial auditors

V. Operation of bank accounts

1 Check theGovernmentpolicies towards operation of bat
accounts.
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Done WP

Audit procedure by Ref

1 Check the agreement with banks and ensure that the aut
hasselected banks offering highest interestes for making
deposits.

A Calculate the financial impact of n@ompliance with the
Governmentpolices and ensure that appropriate action
been taken against the responsible persons.

A Check that monthly bank reconciliation statement w
prepared and differences weidentified.

V. Accounting for foreign currency transactions and interest
payments

1 Check that the payments of foreign currency are
accordance with the provisions of loan agream

1 Check that the foreign currency transactions are record
accordance with the applicable accounting policies

1 Checkthat the interest calculation and payment are accot
to the terms and conditions of loan agreement

6.24 Audit Programme- Investment

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

Done WP

Audit Procedure By Ref.

I. Approval of investment decision

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

1 Check that risk factors are kept in view while mak
investment (assess through professional judgment).

1 Check that investments are made adowy to the terms an
conditions of the agreement and under the approvg
investment committee or board of directors where applica

II. Implementation of Governmentinstructions

1 Check that the bank/financial institution where money
depositedihhol di ng a mini mum r a
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Done WP

Audit Procedure By Ref.

the rating awarded by the standard rating agencies o
panel of State Bank of Pakistan (Pakistan Credit Rg
Agency, JCRVI S credi t rating c
and standard and Poords r a

1 Prior © placing deposits with bank and in case of work
balance exceeding 10 million, check that the bank sele
has been made on the basis of competitive bids from at
three independent banks.

1 In case of working balance exceeding 10 million, cheek
not more than 50 % of such balance has been deposite(

one bank.

T In case, bank rating drop
deposits and old deposits have been shifted to a bank w
| east nAO rating wi t h i

respectively.

1 Check that the working balance limit of eamiganisatiorhas
been determined with the approval of the administrg
ministry in consultation with finance division.

1 For Investment in NoiGovernmensecurities, check that th
investment of surplus fundsn the non Government
securities/TFCs/Shares does not exceed 20% of the total
under management.

Note- The above condition is not applicable on public se
enterprises/autonomous  bodies that have staty
restrictions on their investing in ne@overnmensecurities.
Corporate entities which receive support from the curi
budget are holding trust funds such as pension f
benevolent fund or insurance fund. These enterprises
devise their investment policies through their own board.

 Check the norGovernmentnvestment instruments meet t
eligibility criteria* as annexed.

1 Check the annual certificate is issued by t@hairman
regarding the implementation of instructions in respect of
working balance and surplus fund.

[ll. Physical verification of investment instruments

1 Ensure that the physical verification of investm
instruments is carried out.
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Done WP

Audit Procedure By Ref.

1 Check that all investment instruments are serially number

V.

Recording investments in the accounting record

1 Check that dlinvestments have been properly recorded in
books of accounts. Compare the investment schedule wit
ledger and bank records.

1 Explain movements and investigate any unexpectec
unusual relationship between current period and prior p¢
accounts.

1 Compare investment held at year end with prior year
budgeted amounts and enquire the variances.

9 Check that income from investment has been accounte
correctly. Perform recalculation of income on investment.

1 Check that the investment has been prigpeassified

V. Approval of disinvestment decision

1 Check that the encashment of investment instruments is
on favourablerates under the approval of proper authority
in accordance with the withdrawal policy. See the minute
meeting in which disinvestment decision was taken.

1 Verify receipt of principal and interest income on
investments matured during the period.

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

1.

2.

Non Governmentdebt instruments should have a major rating category of A and
above.

Public listed shares/units should have a total return comprising the dividenchgaid a
appreciation in value, which exceeds the average six months treasury bill rate for the
last three years, the formula for the calculation of the total return would be provided
by the Securities and Exchange CommissibPakistan from time to time.

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

Total investment in debt instrument of a compant tooexceed 10% of size of the
issue or 10% of the total size of funds managed by the public sector entity, whichever
is lower.

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

Investment in shares of Greenfield projects/companies will not be eligible.
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6.25 Audit Programmez Pakistan Post Office Department

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

Done | WP
Audit pr ocedue By Ref

Accounting and Financial Management

Preparation of Budget and its approval

1 Check the budgeis preparedin accordance with cod:
provisiors and approved by the competent authority.

1 Check the actual budget allocation towards
expendituregevenues

1 Check thatbudget appropriations and-appropriationshave
been made in accordance with System of Financial Co
and Budgeting 2006

1 Check that expenditure in excess of tgproved budge
stands regulares] through supplementagyant.

1 Check expenditure in respect of replacement of atisetiggh
R&R Fund has not been classified under expenditure
from budget appropriation

1 Check sanction of competent authority is available
charging this expenditure to renewal reserve fund

(Chapter-V regarding Budget, Grants and Appropriations
of General Financial Rules Voll)

Cash management and payment vouchers

1 Checkthatthet r e a s aasheboo&/gzass book has bee
properly maintaied and signed by the authorisiofficer on
daily basis

1 Check that closing b@ance has been carried forwaia next
day as opening balance in
office summary.

1 Check that closing balances mentioned in the head ¢
summay at the end of the month agreath that of cash
account.

1 Checkthat the payment/receiptzoucherswere prepared an
signed by theauthorisél officer and were accompanied
specific approval of the competent authoetyd suppogd by
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the relevantdocuments

1 Check that all the paymergteipt vouchers were entered
the relevant registers/ledgers.

1 Check that allchequesreceivedstand entered in the che
register and cleared in a timely manner.

1 Check that the receipt®alisal through cheques havgeen
entered in the Saving Bank Ledgafter clearance from ban

1 Check thatall paymentsto contractors/supplierbave beer
made through cheques.

1 Check that the cash has been retained withinatitborise
limit. In case of excess cash proper justification has
given in the head officeummary.

1 Check that urauthorisel payment has not been made
paper chits.

1 Check that stamps balanbas bee made part of the cas
balanceat the end of the day.

(Article 90 to 94, 174 to 176, 345 of PT&T IAC Val)
Remittances

1 Check that remittance ofash/stamps is prepared by P
Master of a GPO against another GPO.

1 Check that completedetail and amount is given in tk
remittance advice.

1 Check that opy of remittance advice is sent to DA PPO W
monthly cash account.

1 Check thatremittance advice isaccepted by the receivir
officer and sigedwith office seal.

1 Check thatnformation regarding accepted remittasicesent
to DA PPO with monthly cash account.

1 Check that emittance ackneledged ischeckedand pasted
with the counterdil in the remittirg office.

1 Check that eknowledged remittance is duly signed by the
after verification and amount acknowledged is the sourg
debit raised.

1 Check that o remittance advice is prepared for conting
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Compilation of Accounts

Operation of bank accounts

expenditure or other than cash, stamps and pay &aiioes.

Check that ththe remittance advices are acknowledged be
the closure of account on'30une.

Obtain justification of unacknowledged remittances after
year end.

Check that remittances made/received (acknowledged
properly shown in cashiccount concerned.

(Article 91, 102 to 104 of PT&T IAC Voll)

Checkthat all the comjdation was in accordance with Chg
of Accounts (COA) adapted from NAM & Financial
Statementavere prepared in accordance with the applici
laws and accounting standards.

Check that all the postal receipts (postage, commissio
others) are compiled in AB&Z statement

CheckthatForm A is maintained in respect of all the attac
unitg'sub officesin the GPO.

Checkthat Form B is maintained by every unit to which t
budget is allocated.

Checkthat the Forms A&B are submitted to tbiecle/region
office and DAPPO

Check that the receipt and budgeted expendituase
preaudited by the Accounts Wing PPO

(Article 360 to 362 of PT&T IAC Vol-I)

Check that the Governmentpolicies towards operation (
bank accountare complied with

Check that all the CPRS/CTRS are withdrawn/deposite
Governmenireasuryat each day end

Check that the account is openednly with State Bank of
Pakistan/ National Bank of Pakistan

Checkthataccount with other bank is opened only where
Governmenilreasury is not available.
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1 Check that the monthly bank reconciliation statement w
prepaed and differences wer@entified.

(Article 96-97,102 t0104 of PT&T IAC Voll)

Embezzlement, overpayments, misappropriation and misuse (
funds

1 Check that loss and fraud casegeported have beer
maintained in a separate register.

i Check that statemenf loss & fraud cases has been submif
to the circle office and the DA PPO periodically.

1 Check that FIRs have been registered in cases w
recoveries have not been matleeck that any fraud/log
occurred during the period hagenimmediatelyreported to
theDG Audit’DA PPOand circle office

1 Check that requisite inquiries have been initiated agains
accused and reports have been submitted to the cong
authorities.

1 Check that all losses and frauds have been posted i
objection booko watch recoveries.

1 Checkthat recoveries made in this regard have been p(
and the register has been updated accordingly

9 Checkthatsubjudice matters are being perusédorouslyin
the courts of law.

(Para 20 of GFR Voll & Article 24 of PT&T, IAC Vol-1)

Working/Operating Expenses

1 Check Budget allotment and observe thaiEexcess
expendituravas incurredvithout allotment.

1 Check anction of unit officelas per delegation of powers
1 Check that the expenditure is properly classified

1 Check payment made to correct payee artchowledgment
by payee.

1 CheckHot and cold water charges faisample of 2 or 3
months ares petrrules.

1 Check contingent charges are paid from the budget grant
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the same year.

1 Check expenditure beyond the powsesanctioned by
higher authority.

1 Check recording in contingent register with all particulars
bill, sanction authority & amount date SI.No. name of offic

1 Check progressive total of each entry of sanctioned
expenditure.

1 Check if expenditure is métom an advancdf sothe
advane is adjusted with parallehtry in advance register.

1 Check he sanction of the PMG is obtained for payment of
rent of buildings.

1 Check mymens have been dulgntered in the treasurer cas
book.

1 Check expenditure i'econciled with the monthly schedule ¢
expenditure (6A6 Form).

1 Check invoicdiill is available in thesanction/payment file

1 Check hreequotationdrom different parties for expenditure
onsupplymore than Rs 40,008reobtained.

1 Check thainvoices/bils have beenlefaced properly to
preventdouble/fraudulent payment.

1 Check thatejected claims/paymentsve beemighlighted in
the contingent registers aade dulyrecovered.

1 Check that number afaily wageremployedarementioned
along with the rate ovages

(Para 5 of System of Financial Control and budgeting
2006 & Chapter 2 of GFR Voll)

Advances

TA/DA advance

1 Checkthat proper sanction for the grant of advahes beer
givenas per rules.

1 Check that copy of tour programme approved by comps
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authority is available in the record.

1 Check that adjustment was made against TA bills subn
by the officers/officials concerned on completion of journe

1 Check that no previous TA/DA advance igstanding agains
the officers/officials.

1 Check that TAadvance is shown in the LPC in case
transfer of the officers/officials.

1 Check thatTA advances are adjusted/recovered before
close of the financial year.

1 Check that the amount of advance watersd in the TA/DA|
advance register and in case of adjustment/ recovery
particulars are recorded.

1 Check that every adjustment/recovery verified by
auhorised officer.

(Article 337 of PT&T, IAC Vol -1)
Emergent Advance
1 Check that the advancedanctioned by the head of the circ

1 Check that the advance is sanctioned for the specific
allowed in rules.

1 Check that the adjustment is made before the close @
financial year.

1 Check that no previous advance is outstanding againg
officer.

1 Check that advance is issued against the head of the unit
1 Check that advance is adjusted against the bill.

1 Check that the amount of advance was entered in
emergent advance register and in case of adjustment/ reg
full particulars are recorded.

1 Check that every adjustment/recovery is verified
authorisd officer.

(Article 306 & 482 of PT&T, IAC Vol -1)
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GPF advance

House Building/Motorcar/Motorcycle advance

Check that the application for the grant of advance is avai
in the file.

Check that balance slip was issued by the DA BRi@re.

Check that the balance slip of the class IV was prof
maintained by the head of the office.

Check that the payment is not made beyond 80% of
available balancander the age limit of 50

Check that advance was sanctioned by the comp
auhority.

Check that payment was made to the concerned off
official.

Check that proper receipt is obtained at the time of payme

Check that in case of GPF advance refundable a cg
record is maintained to watch the recovery as per sanct
authaity.

Check that in case of naefundable advance zakat w
deducted at the prescribed rated in case of exemption
Zakat,declaration to this effect msvailable

Check that interest on the refundable advance was calct
and deducted.

(Article 499 of PT&T, IAC Vol -1)

Check that the application for the grant of advance is avai
in the fileand seniority register is maintained

Check that sufficient budget is available in the proper heg
account.

Check that the advance is given after the completiol
prescribed length of service.

Check that the advance is adjusted before the retirement.

Check that the full amount of advance is granted at one
instead of pieces.
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1 Check that the mortgage deeashbeen executed.

Y Check that the ™ advance is not admissible before {
clearance of %fadvance.

1 Check that the advance is not sanctioned beyond
prescribed limit.

1 Check that advance was sanctioned by the comp
authority.

1 Check that payment wamade to the concerned office
official.

1 Check that proper receipt is obtained at the time of payme

1 Check that the recovery and retrenchment registers
maintained to watch the recovery as per sanctioned authg

1 Check that the interest is calcidd at the prescribed rate
completion of the recovery.

1 Check that the interest is recovered regularly.

1 Check that interest recovery is classified under proper He
Account.

1 Check that in case of transfer, the outstanding am
recorded in the LP@nd copy endorsed to DA PPO, Lahore|

(Article 333 to 335 of PT&T, IAC Vol-1 & Para 253 to 263
of GFR Vol-I)

Postal Receipts

Sale of Postage Stamps

1 Check that sufficient balance of Postage Stamps of all kir
denominations is available in stock.

1 Check that the indent for supply of stamps is sent in time.

1 Check that the stamps received are according to requig
and nominations from the zonal offices are entered in g
register as well as balance enhanced in head office sumn

1 Check that theale of stamps is properly recorded in the st
register and balance is reduced accordingly.

1 Check that the balance of stamps is available within
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stipulated minimum and maximum limits.

1 Check that the daily balance is verified by thethorise
officer.

1 Check that Fanking machines receipts are entered under
of PRC.

1 Observe that lanking machines issued are properly recor
and log books of all franking machines are maintained by
GPO and the firm. Balances are to be compared period
ard updated regularly.

1 Observe that franking machines are inspected from tim
time.

1 Check that the franking machines are filled on the dematr
firm after receipt of the cash.

1 Check that the inspection of the franking machines w
issued to firms is @de properly.

1 Check that stamps sent to sub offices are properly noted
respectiveegister.

1 Check that daily sale of sub office included in daily c
account and head office summary/sub office summary.

1 Stamps received from other offices are umgd in stock
register.

1 Check that stamps demanded from other offices are pro
justified.

1 Check that the booking receipt issued against postajiseal
in cash on account of postage, parcel, airex, LES etc.
accordance with the article booked.

1 Check that PRC on account of bulk post of other departm
banks /PTCL etc. is deposited in treasury and entered i
cash book/head office summary/SO summary.

1 Check that PRC on acunt of parcel fee, airex feeES
charges etc. are deposited into tregpsund entered in the cas
book/head office summary /SO summary.

1 Check that cheques received against PRC are entered
cheque register/cashbook/HO summary/SO summary.

1 Check that dishonored cheques of PRC have been rever
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the receipts and returnéal the authority for claim of credit.

Money orders

1 Check that the record of booking of money orders is prof
maintained.

1 Check that commission on booking of money orders
charged as per prescribed rates.

1 Check that the booked money orders areaugdsto the
concerned quarters well in time.

1 Check that thevalue andcommission of money orders
correctly shown in the daily schedulemnd taken into daily
account

1 Check that the sufficient balance of money order form
available in stock.

1 Check that the charges of urgent money orders are pra
calculated.

1 Check that urgent money orders are issued immediately.

1 Check that the staff for booking of money orders is avalil
on the counters.

1 Check that the commission and fee are propextpnded in
the accounts.

1 Check that the facility of fax money orders is available
working properly.

1 Check that the fax money orders are issued in the same d

1 Check that the commission on fax money orders is calcu
at prescribed rates.

(Article 189 of PT&T, IAC Vol-1& Part 1l & Il of
Chapter 7 of Post Office manual VoiVI)

Other receipts
1 Check that the record of other receipts is properly maintai

1 Check that the recoveries are properly shown in the rec
registers and schedules.
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Checkthat all receipts shown in AB&Z statement are propt
documented.

(Article 370 & 377 of PT&T, IAC Vol -1)

Sale

T

T

Pakistan Postal Order/Postal Draft Service

Payment

Check & the postal orders are in seriahd books are il
series.

Check $ock registeron form MO60 be maintained for recei
& issuance of PPO.

Stock register of PPO is checked by the PM daily.
A clear impression of stamp for datedyear be ensured.

Checkthatthe face valuendcommission be recovered fro
the purchageof PPO.

List of sold PPChearing totahumber,value and commissio
of each denomination be entered and supplied to DA PP(

In case of lost/theft the valuend commission be recovers
from the person held responsible under intimation to
PPO.

PPO should be presented fmyment alongvith its counter
foil.

PPO is made payable at the office at which it is presented

Payee or agent should be known to PM/PO staff and cert
on PPO.

Check that PPO is genuine and here is no alternative
date/amount or defaced/cut by any mean.

CheckthatPPO was bearing round MO stamp and sign of
of issuing post office.

CheckthatPPO is presentedr payment within six months ¢
issue date.

Checkthat second commission is charged on PPO remi
after six months before due year of issue date.
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1 Checkthat PPO is forfeited after issuance of one year
PPO of Defence Services after two years.

1 Checkthatajournal is prepared for paid PPOs bearing va
of PPO, Nos of AASS duly verified/signed by PM a
submitted to DA PPO Lahore.

(Part IV of Chapter 7 of Post Office Manual VolVI &
Clause 350 of Post Office Guide)

Refund Of Miscellaneous Charges

1 Check refund of receipts/postage/compensation for 10
fires, insured articles etc.

M Check that refund be on demand and to tlithorisd
claimant.

1 Note against the relevant/original credit.

1 Check that proper sanction isobtained from the office
authorise.

1 Checkthat amount refunded after lapse of the finahgiaar
beauthorisé by the audit office.

1 Checkthat the amount refunded was actually received
deposited in the accounts.

1 Checkthatevery claim/applicant for refund iaffixed with a
stamp of Rs 5.

(Article 310 to 312, 315, 318, 319, 327 & 330 of PT&]
IAC Vol -1)

Consolidated postal receipts/Consolidated treasury receipts

1 Check that Form ACG 9 and 10 have been prepared and
available.

I Check that CPR of each month is within the limit of Lette
Credit (LOC) issued by the DA PPO.

1 Check that proper justification is available in case
supplementary LOC.

1 Check that all cheques/cash deposited in treasury are e
in CTR Form ACG 9.

1 Check that cash drawn from Treasury (CPR) is recorde
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Form ACG 10.

1 Check that CPR/CTR is submitted to tregsafficer by the
4™ of the each month for verification.

1 Check that treasury officer has returned CPR/CTR
verification by the 19 of each month.

M Check that verified CPR/CTR is submitted to DA PPO Lah
for each month.

M Check that DA PPO Lahoreceves verifiedCPR/CTR from
GPOs and matchhe same withinward account receive
through civil account offices (6 AGPRS)

1 Observe that outstanding amounts in the CTR/CPR
verified in a certain month are verified in the next month.

1 Check that figures o€CPR/CTR are agreed with figures
cash accouraf that month

1 Check that treasury pass book is maintained properly
figures of CPR/CTR forms agreed with the treasury pass
figures.

(Article 96 & 97 of PT&T, IAC Vol -1)

Agency Functions

Savingbank accounts

1 Check that the saving bank account of each pers
opened separately.

1 Check that the saving bank ledgers are maintg
properly.

M Check that the account number, name of the acd
holder, address an@NIC number are recorded in tk
savirg bank ledgers.

1 Check that the form for opening of saving bank acco
is filled and placegbroperly.

1 Check that the deposit and withdrawal are prop
recorded in the S.B ledgers.

1 Check that the entries of deposits and withdrawals
saving bank ledgs are signed by theauthorise
postmaster.
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1 Check that the deposit and withdrawal slips are sent t
DA PPQ Lahore.

1 Check that the profistatementof ordinary saving bank
accountss received from DA PPQOLahoreand profitis
postedproperly in theS.B ledgers.

1 Check that the difference in S.B ledgers and pi
statement is reconcilaggularlywith DA PPQ Lahore.

1 Check that the minus balances shown in the p
statemenbf ordinary saving accountse reconciled with
the DA PPQLahore.

1 Checkthat the withholding tax is deducted on the profi
the S.B accounts.

 Check that the Zakat is deducted off Ramzanul-
Mubarak from the balance admissible S.B accounts
transferred to the concerned department

1 Check that the declaration regardingnndeduction of
Zakat are obtained well in time and placed in prg
custody.

1 Check that the profit on th&pecialsaving bank account
are calculatedon six monthly basis angrofit posted
properlyin the S.B ledgers.

1 Check that dead saving accounts aegived with the
approval of DA PPO, Lahore.

1 Check that the saving bank accounts transferred tg
other offices are acknowledged.

Saving certificates

M Check that thesufficient balance of blank certificates
all kinds is available in stock.

1 Check thathe sving certificates were sold atemand of
the account holders.

1 Check that the proper identification is obtained at the |
of sale of certificate.

1 Check that registration number is allocated to e
issued/ saving certificate.

1 Check that profit igpaid to the certificate holder at ti
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prescribed rate.

1 Check that zakat/withholding tax is deducted at the {
of discharge/payment.

1 Check that in case of death of certificate holder
payment is made after fulfilling the codal formalities.

1 Check th& in case of loss of certificate, thease ig
forwarded to DA PPO for issuance ofdeclaration in lieu
of lost/destroyed certificate

1 Check that principal amount and profit is mentioned in
payment schedule separately.

1 Check that the profit is paidharegular income certificat
on monthly basis at the prescribed rates.

1 Check that the deduction of service charges on prem
encashment of regular income certificate isseparately
accounted for transfer the Finance Divisiothrough DA
PPQ

i Checkthat the reconciliation of the blank certificates
made with CDNS.

1 Check that certificates are available according to the g
register.

(Chapter 8 of Post Office Manual VotVI)

PensiongMilitary, PTCL, CDA and Postal

Check that the file of each p&ioner is maintained separate

Check that Pension Payment Order (PPO) is issued b
competent authority.

Check that the PPO is verified from the issuing authority

Check that increases are allowed according to the notific
of Finance Division.

Check that the increases are verified by thgthorise
officers/officials

Check that the increases are not allowed to
re-employed pensioners.

Check that in case of death, family pension cases
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approved by the competent authority.

1 Check thatre-marriage certificate, life certificate and Rom
employment certificate are obtained.

1 Check that in case of overpayment the recovery is n
properly.

1 Check that the record of the sub office accounts is mainta
in head office and date noting is update.

1 Check that the advance payments are received from the |
and CDA.

1 Check that the adjustment of Military Pensions is m
through exchange account at DA PPO level.

1 Check that in case of military pension payment, paid voug
are sent toCMP, Lahore Cantt through DA PPO, Lahore

1 Check that the saving bank ledgers of military pensions
maintained properly as per rules of saving bank accounts
deposit and withdrawal slips are sent to the DA PPO, Lah

1 Check that the accounts of paymentR¥CL and CDA are
sent to GPO Lahore and Islamabad respectively within
prescribed time.

1 Check that pensioners saving bank accounts are trans
after proper approval and acknowledgment thereof obtain

(Article 323 of PT&T, IAC Vol-1 & procedures and
agreements for the payment of Military, PTCL, CDA and
Postal Pension)

Provincial taxes (Driving and Arms licenses, motor vehig
registration, motor vehicle fitness certificates and route pe
stamps)

1 Check that licenses are renewed on presciiasd.

1 Check that a defaulter list is prepared and sent to
concerned quarters.

1 Check thatfee/tax collectedis levied according to th
prescribed rates.

1 Check that income tax is deducted and remitted to conce
authorities.

1 Check that PT stampseaexchanged properly at the close
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Collection of utility bills

calendar year.

Check that the service charges are not deducted of
remittances to FBR.

Check that in case of collection of token tax, fee and inc
tax of the motor vehicles, the receipt in proper form is iss
to the owner of the vehicle and recorded in the ledgers.

Check that the ledgers are maintained properly.
Check that the penalty in case of late renewal is recovere

Check that the collected amount is transferred to conce
provincial departments afteeduction of service charges.

Check that the PT stamps are purchased according t
requirement.

Check that the renewal is made in prescribed period, in
of late the proper approval of competent authority is obtail

Check that the service charga® deducted and shown in {
schedules.

Check that the proper internal control is effectively applie
the time of issuance of PT stamps to sub offices.

Check that the daily balance is shown in the head o
summary.

(Procedures and agreements for he receipt of
registration/ renewal fee Driving and Arms licenses, moto
vehicle registration, motor vehicle fitness certificates anc
route permit stamps)

Check that the amount and due date is cleecky the
collecting clerk.

Check collection is in the form of cash only.
Check that utility bill is date stamped with cash receipt.

Check B & C stubs are detached from the bill and ¢
stamped stub A is returned to the depositor.

Check daily scroll is prepared for collection oiity bills.

Check dispatch of daily scroll to controllin
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GPO/DAPPO/Area revenue office of utility agency in resy
of collection of each kind of utility bill.

1 Check daily collection is entered in treasurer cash b
HO/SO summary and cash receipt jalrn

1 Check commercial/industrial utility bills are not accepted &
due date.

1 Check collection of utility bills of electricity, telephone, 3
gas and wasa are classified correctly.

1 Commission calculated be compared in the monthly ret
submitted to th®APPO and controlling GPO.

(Procedures and agreements for the receipt of utility bills
Chief Controller of Stamps

1 Check that the establishment of Chief Controller of Stam
approved by the competent authority.

1 Check that the working strength iaccording to the
sanctioned strength.

1 Check that the indents for printing of non postal stamps
judicial papers are received from the Federal/Provin
departments in time and printing is made according tg
requirements.

1 Check that the printing is awle from the Pakistan Secur
Printing Press, Karachi.

1 Check that the debit bills are raised to all the departm
after the close of financial year.

1 Check that the service/printing charges are recovered
the concerned departments.

1 Check that non ®ial stamps are deposited in the treasury

1 Check that the postal stamps are printed according t(
requirements of PPO Department and transferred to the
offices.

1 Check that the receipt of stamps is acknowledged by
zonal offices.

1 Check that thestock register for all kinds of stamps
maintained properly.
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1 Check that the proper security is available.

1 Check that the stock of postage and other valuable
maintained properly to save from loss.

1 Check that the postal and non postal stamps arerieg
other than by PSPC.

1 Check that the printing charges are paid to PSPC on 3
basis as per rate fixed by the Finance Division.

(Article 531 to 534 and appendix 5 of PT&T IAC Vol I)

POSTAL LIFE INSURANCE

Issuance of policies

1 Check thatpolicies have been issued not below the age ¢
and above 60 years. Further means of regular income
been ensured as per rule 3 of POIF Rules.

1 Check that policies have been issued on production of
age proof i.e CNIC, matriculation certificatairth certificate
and service certificate etc.

1 Check that requisite certificates on the prescribed form
been obtained from the proposer.

1 Check that certificate has been obtained from the proy
that he is not suffering from disease if the valugalicy is
not above Rs 200,000.

1 Check that policy has been issued on receipt of due amot
first installment of premium in the treasury.

1 Check that policy has been issued after necessary scrut
the GM office as per rule 8 of POIF Rules.

Medical examination

1 Check that proposer has been medically examined by
authorise medical officer if the value of policy is over |
200,000 as per rule 28 of POIF Rules.

1 Check that medical fee has been paid as per approved ra
laboratories tests have beearried out from theauthorisd
laboratories. Further, the cost of similar nature of test ha
been reimbursed at different rates.
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Conversion of Policies

1 Check that policy has not been converted or type of policy
been changed before two years bg GM as per rule 23 ¢
POIF Rules 2001.

1 Check that in case of conversion from high value into Ig
value, the excess amount paid to the canvassing has
recovered as per standing orders.

1 Check that converted/paid up policy is not allowed
surrender till completion of further two years after i
conversion/ paid up.

Rebate to the policy holders

1 Check that rebate to policy holders on advance paymen
been allowed at approved rates vide rule 10(7) of POIF R

PLI Receipts

Realization against fresh business targets

1 Check that monthly and annually fresh business targg
respect of each field office has been fixed by the respe
GM.

1 Check that monthly fresh business target has been ach
by each Assistant Director and AssistaBtiperintenden
(field) and in case of shedll, the recovery has beg
made @ 35% from the concerned officers/ officials as
standing orders of DG Pakistan Post.

1 Check that monthly fresh business target in respec
Canvassing Agents has beeniaghd. In case of shortfall ¢
prescribe quota, the deduction from the monthly TA/DA
the official has been made.

1 Check that Fresh Busisg Register and monthly& anny
reports have been completed in all respects.

Premium receipts against on going poligs

1 Check that ledgers have been completed and realizati
premium is upto date.

M Check that rebate has been allowed on account of ad
payment of premium vide 10(7) of POIF Rules, 2001.

1 Check that in case of default of premium payment, the no
have been issued as per standing orders of the DG Pa




PT & T Audit Guidelines

Done | WP
Audit pr ocedue By Ref

Post. Further, annual intimations have been issued to a
policy holders.

Premium receipts against death of policy holders

1 Check that in case of death of the policy holder, the pren
has beemecovered at the month of death.

1 Check that advance premiumealisel from the decease
policy holders has been adjusted/ refunded.

Examination of receipts accounts

1 Check that monthly fresh business reports have been pre
on the approved format affigures reported in the report tal
with the figures of monthly cash accounts.

1 Check that ledger cards in respect of each policy have
prepared and premium amount has been depicted there

1 Check that fresh business register has been preparedtain
of monthly premium tally with the monthly report.

1 Check that monthly receipts reported by the field offi
have been taken in account by the respective GM office
reconciled with the Director of Accounts PPO.

1 Check that total receipts of thear in respect of each GN
regional office has been taken into account by R
Directorate General and depicted PLI Fund in
Appropriation Accounts of the department.

1 Check that recovery of loan has been classified under
repayment of loan and nahcluded under PLI premiur
receipts.

Examination of Management Cost Summary

1 Check that management cost to PLI Fund has been calc
as per Article 291,298 & 299 of PT&T Account Code.

1 Check that management cost tally the figures reported i
Appropriatian Accounts of the department.

Payments to Canvassing Agents

Payment of honorarium against fresh policies

1 Check that honorarium @35% of the premitealiseal in the
first yearhas been paid to the canvassing agents as pe
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PPO letters No.PLI-5/92 dated 2-8-1994.

1 Check that honorarium @37.50% of the advance pren
realise@l in the first year has been paid to the canvas
agents as per DG PPO letters No. P{3/92 dated-7-1994.

1 Check that honorarium has been paid on verification
receipt of premium in the GPO treasury and recording in
ledger cards of the policy holders.

1 Check that payment has been made against accef
memos of policies issued by the GM/Regiooidice.

1 Check that 10%withholding tax has been deducted from t
payment.

Payment of commission against on going policies

1 Check that commission @10% to 12.50% of the prem
realisel in the 29year has been paid to the canvassing ag
as per DG PP@etters No. PLI.15/92 dated 2-8-1994 andb-
7-1994.

1 Check that commission @5% to 7.50% of the prem
realisel in the ¥ year has been paid to the canvassing ag
as per DG PPO letters No.PL5192 dated 2-8-1994 andb-
7-1994.

1 Check that commissiohas been paid on the basis of Crg¢
Certificates of the policies duly signed by Ledger cle
approved by Assistant Superintendent and countersigne
AD (field).

1 Check that 10%withholding tax has been deducted from {
payment.

Payment against Potal policies

1 Check that in case of Life insurance of postal employee
Postal Life, the premium will be reduced by the amount e
to commission payable to the canvassers and no comm
has been paid to the canvassers.

Examination of record maintained for payment of honorarium /
commission.

1 Check that sanction registers for payment of honorarium
commission to canvassing agents havenlbeaintained.

1 Check that monthly report for payment of honorarium
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commission to canvassing agents have bhmamtained or
the approved format and there is no difference betwee
reports prepared by field office and complied by GM offig

1 Check that Canvassers have been approved and proper
has been maintained.

1 Check that with holding tax has been tiaferred to the
Income Tax department in the same month.

1 Check that no honorarium/ commission had been paid t
canvassing agents if policy had not been continued for
years

Payments to policy holders

Payment against forfeited /lapsed policies

1 Check that policietapsed and forfeiteds per rule 13 & 14 o
POIF Rules have been revived by the GM after receig
arrear alongyith interest @ 12%.

1 Check that policiesapsed and forfeited upto 5 yeaes per
rule 13 & 14 of POIF Rules have beerived by the GM

1 Check that no honorarium/ commission had been paid t
canvassing agents without revival of policies.

Payment on account of surrender value

1 Check that no payment has been made on accou
surrender value of policy if the premium hadt been paig
for 24 months.

1 Check that surrender value of the policy has been paid g
request of the policy holder supporting with original pol
document and Premium Receipt book

1 Check that amount of surrender value has been calculat
prescribe rates and payment claim has been duly audite
Internal Audit cell of PLI.

1 Check that Zakat has been deducted @ 2.5% or Z
Declaration has been obtained before one month from
valuation date as per Zakat rules.

Payment on maturity

1 Check that oginal Premium Receipt books and poli
documents have been deposited by the claimant
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1 Check that payment claim has been-aueited and payabl
amount including bonus has been calculated at presc
rates.

1 Check that on maturity of policy the payment bagn madg
to the actual policy holder or his/her nominee as per p(
document.

1 Check that no amount of premium or loan is outstan
against and recoverable amount has been deducted |
making payment.

M Check that Zakat has been deducted @ 2.5% datZ
Declaration has been obtained before one month fron
valuation date as per Zakat rules.

Payment against death claim

1 Check that application in the prescribed form alenth
original death certificate, policy documents and Prem
Receipt books havbeen submitted by the widow or his/h
legal heir.

1 Check that in case of less than three years, the confid
inquiry has been conducted by departmental officers.

1 Check that payment claim has been-aueited and payabl
amount including bonus has beealculated at prescribe
rates

1 Check that no payment has been made to the clai
violating the recommendations of the inquiry officer.

1 Check thapayment vouchers duly signed by the claimant
concerned postmaster have been retained in the record
rule.

Grant of loans to policy holders

1 Check that loans haveebn granted on the request alipy
holder along with production of original policy and premiu
receipt book.

f Check that ™ loan has not been granted until the previ
loan together with interest has been fully repaid.

1 Check that approved loan is not over 80% of the surre
value of the policy.

I Check that on grant of loan, the original policy has b
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pledged and not retued till the repayment of loan along wi
interest.

1 Check that loans have been granted by the GM PLI ag
active policies exceeding Rs 200,000 as per rule 21 of |
Rules 2001.

1 Check that principal amount of loans along with inte
accrued thereon Babeen repaid before the maturity.

1 Check that interest has been charged as such rate laid
from time to time on monthly balance of the outstang
amount on the first day of the month.

1 Check that Loan Ledgers have been maintained. The an
depositedon account of repayment of loans through mon
cash accounts has duly accounted for in the ledgers.

1 Check that loans have paadited by Internal Audit cell o
the PLI and original Premium Receipt book has been rety
to the policy holder.

(Postal Life InsuranceFund Rules and PLI Manual)

6.26 Audit Program z Pakistan Telecommunication Authority&
Frequency Allocation Board

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

Done WP

Audit Procedure By Ref.

Revenue& Receivables

1 Obtain files of individual telecom and mobile
operators from licensing wing, commercial affairs
wing and finance wing.

1 Check that the demand notices are issued well in time
and as per the specified licensing conditions.

1 In case of any delay in issuance proper justification
has been given for the delay and is duly vetted by the
supervising officers.

9 Check whether the fee leviednahe mobile and
telecom operators are ascertained in accordance with
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the Telecommunication Rules.

Obtain ledgers of finance wingheck outstanding
dues and find out the reasons for fienovery.

Checkthat following fees are recovered in time:

(1) SpectrumAuction fee.

(i) Initial License Fee.

(i)  Annual License Fee.

(iv)  Annual Renewal Fee.

(v) Annual Spectrum Fee.

(vi)  Spedrum Administrative Fee.
(vi)  Numbering arges.

(viii)  Other Miscellaneous Fees.

In case of delayed payments by the operatbiesk
thatlate payment charges are leviesl per schedule of
charges

Obtain detail of operators along with Call Data
Recording (CDRs), traffic monitoring reports and
Annual Accounts of the operators and check that the
following levies have been correctly accounted for:

(1) Access Promotion Contribution (APC).
(i) APC for USF.

(i)  Resarch & Development (R&D).

(iv)  Universal Service Fund (USF).

Check whether the operators are depositing the above
fees to the PTA regularly.

In case of delay/nerecovery the penalty at the
prescribed rates has been imposed on the defaulting
operators.

Obtain listing of operators depositing tha&bovefees
directly to the USF Company under MolT.

Check the mechanism adopted by the PTA for
reconciliation of these outstanding dues.

Check whether the instructions issued by the Finance
Division in respectof revenueand receivables are
being followed by the PTA managemt as well as
MolT.

Check whether the assignment account has been
opened by the MolT with National Bank of Pakistan
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as required by the Finance Division or not.

Check whether MolT has devised the account
procedures with the consultation of th&uditor-
General of Pakistan and the Controller General of
Accounts and get it approvefdtom the Ministry of
Finance

Check whether theAuthority has deposited allthe
above sums to Public Account with Ministry of
Financeregularly

Check party wise receivable ledgers and reconcile the
same with billing during the period.

Check timely recovery of outstanding amounts.

Obtain ageing of receivables in all categories and
check tha long outstanding amounts are being
followed up properly.

Licensing and enforcement

T

Check whether all the formalities regarding awarding
license have been met.

Check whether the mobile and telecom operators
complying with the conditions dicenses issued to them.

The operators are submitting their annual accounts tg
Authority well in time in accordance with license conditig
or otherwise.

Check that in case of namompliance of the licens
conditions actions have been takey the enfecement wing

Check whether the show cause notices were issued tim¢
the operators or otherwise.

Check whether the billing is regularly issued according tq
tariff rates by he commercial affair wing

Check that the demand notices issued by the cencial
affair wing had been properly entered in the ledgers
receivables of Finance Wing.

Check the Reconciliation of billing and receivable ledger
ensure that in case of any difference the reconciliations
been prepared or not.

Check that the &®s of raids have been conducted
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collaboration with FIA and other agencies and purg
regularly or not and what action has been taken againg
defaulters.

1 Check the recovery process on account of loss found d
grey traffic and review the progreseports of grey traffig
monitoring equipment.

1 Check whether that the tariff introduced by the mobile
telecom operators was approved by the Authority
otherwise.

Service regulations and human resource management

1 Check that the service regulations héveenapprovedoy the
competent forums i.e Establishment Division for ser
matters and Finance Division for financial matters.

1 Check thatthe changes made in the regulations by
Authority was after approval ohé competent forums

1 The appointments / promotions are made in accordance
the approved regulations or otherwise.

Civil Works

General

1 Check whether budget allocations for the sanctioned W
are available.

Obtain annual development plaméaintenance programme.
Select sample from th@anfocusing on high value items.
Obtain complete files of the estimates of the selected sam

Check administrative and technical approvals.

= =A =4 =4 =

Check that in case of works requiring sanction from plan
division obtain approved PC | for work.

1 Check avertisementwere given in newspapertor the
execution of works and selection of firms.

1 Check comparative statement was prepared for all bidder

M Check issuance of work ordeinn accordance with th
advertisemenand development plan
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T

T

Contracts agreements and escalation

Check the provision of contract agreements made
reference to safeguard the public money.

Check that the variations/deviations from approved s(
were maden account of valid requirements

Check that the variation order is approved by the compe
authority and recommended by the engineer (consultant).

Check that the cost of variation order was prepare(
accordance with the terms and conditions of the con
agreement or prevailing markeites

In case of any deviation from the contract agreement, re
the instances amabtain justification

Check escalation provisions of the contract agreement
compare with the payment voucher.

Check the current rate / base rates of matepialigided in the
agreement for escalation purpose.

Measurement of works

Check the measurement book and ensure that
measurements were recorded in chronological order.

Check the arithmetic accuracy of the calculations bookeg
the measurement book

1 Check that the aggregate measurements do no ex
estimated quantities as mentioned in the bill of quant
(BOQ).

1 Identify the cases of excess measurement from
measurement boaknd obtain justifications.

1 Check that detail measurements were recorddukeiiviB.

Payments

1 Check that necessary deductions were made from
contractords payments.

1 Check that security deposit was relehsdéter the maturity
period

1 Check amount released against bank guararte@s per

agreement clause.
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1 Chek that paid vouchergor mobilisation advances wer
against irrevocable bank guarantees issued by the sche
banks.

1 Check recovery of minuamounts was made froriinal /
running bill.

1 Check entries of temporary advance / imprestaserve tha
their adjustment wasorredly made.

1 In case of delay execution of contract, ensure liquid
damages (LD) have been imposed / recovered in accor(
with the provision®f contract agreement

1 Ensure the material brought at site against which seg
advance was granted.

1 Check themaintenance of security deposits registers / a
records.

1 Check the refunds of security deposits on satisfag
completion of defect liability period.

1 Check the provisions of the contract agreement tow
deduction of income tax.

1 Check thatactual deluction of income taxvas as per rule
and obtain justification and check approval of the appro
authority in case of deviations

6.27 Audit Programme- National Telecommunication

Corporation
Audit Entity: Audit Period:
Date(s) Conducted:
. Done | WP
Audit procedure by Ref.

Revenue

1 Obtain the tariff regime regarding telephone dues,
DSL, PABXs, celocation charges and space tower
rent.

1 Checkthat bills were issued to designated subscribers
in accordance witkthe tariff regime.

1 Check billing system of DSL in the light of tariff
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regime and subsequent adjustments.

1 Check DSL charges are separately disclosed in the
bills issued.

1 Check issuance of royalty bills to the PABX
subscribers.

1 Check whether ctocation chages and space tower
rent were identified in accordance with the
interconnect agreements.

1 Obtain bill register, recovery posting register, defaulter
ledger, register of other charges, casual telephone
connection register and recovery resolution policy.

1 Chek that the dues are recovered within the
prescribed time frame as per the policy.

1 In case of any delayed payments check that late
payment charges have been levied as per policy.

T Check Aother chargeso hav
and posted in the ledgbill register.

T Obtain the firecovery state
and check that the recovery has beealisel by the
revenue officer in the suc

1 Check court cases appearing in the defaulter register
and observe pursuance for reeox

! Obtain Call Data Recordings (CDR) and traffic
monitoring reports.

1 Carry out reconciliations of traffic in the light of
interconnect agreements made with the telecom
operators.

1 Check monthly reconciliations regarding amounts
payable to and receivablerom other telecom
operators as per the interconnect agreement.

1 Reconcile record alemand notes raised, revenue received
entered intdedger andubsequent clearancebank
statements

1 Check a sample of receipts from point of receipt to the ba
account and to General Ledger/Cash Account

1 Check on a sample of goods or services provided that the
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resulted in an invoice/claim/payment and that all
invoices/claims resulted in either a payment or an entry or
list of accounts receivable.

1 Check that receipts are correctly identified in the General
Ledger/Cash Account under the correct head of account g
correctly coded according to the Chart of Accounts by
checkingasample of transactions.

1 Check whether the manager(s) reconcile the information i
the accounting report with the receipts for the period repo

Receivable management
1 Obtain aging of receivables of all revenue categories.

1 Check long outstanding receivables and observe the step
being taken for their recovery.

1 Obtain details ofeceivables pending on account of court
cases and check the follow up of recovery.

71 Obtain the opening closing statement (OCS) and check th
disconnections and their outstanding dues.

1 Check the nomecoverable dues against permanently close
connections

Write -Off of Non-Collectables

1 Examine what policies exist for the managemeravairdue
accounts of monies owing ti@&overnment

1 Check if there is a regular report of writéfs of uncollectible
monies owing th&overnmenturing the period.

1 Take a samplef accounts writteioff and determine whethel
the actions were consistent with the policies on wofte and
whether the propeauthorisatios were made by officers and
whether these actions were within their delegated authorit

1 In particular, determinezhether any writeoffs of monies
owing (especially large ones), were inconsistent with polig
or appeared to favour certain debtors.

1 Select a sample of aged accounts (individual cases of mo
which have been owed tl@&overnmenfor a long time) and
deermine what has been done with them (ideally the files
have a history of collection efforts) and compare actions ti
against the relevant policies.
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T

Where appropriate, conduct an analysis of the level of wri
offs compared to the amount of totalanee, and compare
different locations to determine if any particular locations
have a significantly higher level of write offs.

T

Service regulations and human resource management

Check that the service regulations have got approved fror
competentforums i.e Establishment Division for servi
matters and Finance Division for financial matters.

Check thatthe changes made in the regulations by
Corporation were madeafter approval of He competen
forums

The appointments / promotions are madedcordance with
the approved regulations.

M

Inventory Stores spares and loose tools

Check store/stock registegfACE-8) has been maintaine
properlyin accordance with the prescribed rules.

Check whether necessary invoices of store / stock prog
havebeen obtained and stock taking was made according

Check that entries of inventory / stock registers have
attested / authenticated by the in charge concerned.

Obtain the requisitions andheck that stores were issue
according to théndents / reqisitions.

Check that necessary orders / approval of the comp
authority to issue stores to the indenters have been obtair|

Inventory / stock registers are beirggularlyreviewed by the
officer in-charge on periodical basis.

Check that proper Stork Stock declared unserviceable |
been disposed off through auction and sale proceed th
have been credited to proper head of account.

Check that Stores/stock were not purchased/procure
excess of actual/rational estimated demand/utilization
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6.28 Audit Program z National Radio Telecommunication
Corporation & Telephone Industries of Pakistan

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

Done WP

Audit Procedure By Ref.

Revenue& Receivables

71 Obtain local and export sales ledgers to ascertain the
sales figure reported in tik@nancial Statements

71 Obtain work order register and files of individual work
orders.

1 Check proper agreement/MOU has been entered into
with the customer.

1 Check work ordeis as per agreement/MOU.

1 Check a sample of work orders and observe that
details entered into the work order register is as per the
specifications in the work order.

1 Check supply of Goodhas beemmade according to
the specification and within the time franprescribed
in the work order.

1 Check whether any liquidated damage charges have
been levied by the customer on account of delay in

supply.

1 If so, check the reasons for delay were justified and
have beenluly verified by the Management Board.

1 Obtain chequeegister and observe that tamount of
cheques received &s per the percentage specified in
the Work Order.

1 In case of export sales obtain files of export work
orders.

1 Check that the terms and conditions of exchange rate
fluctuation of foreign currenchave been included in
the agreement/work order.

1 Check that terms and conditions as mentioned in the
work order have been complied with in all respects.
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Obtain party wise ledgers of receivables.

Check recovery from the parties is being made in a
timely manner as per the agreement.

Obtain aging of receivables in all categories and check
recoveries.

In case of delay check that recovery is being pursued
rigorously.

Stock/Stores and spares

T

Check that store / stock register have been maintaing
accordance with the prescribed rules.

Checkwhether necessary invoices of store / stock proc
have been obtained and stock taking was made according

Check that mtries of inventory / stock registers have b
attested / authenticated by the in chargecerned.

Check whether tere / storeswere issued after obtainin
proper indents / requisitions.

Check that acessary orders / approval of the compe
authority to issue stores to the indenters have been obtair]

Inventory / stock registers are beirgyiewed by the office
incharge on periodical basis.

Check that proper Store / Stock declared unserviceablg
been disposed off through auction and sale practedeof
have been credited to proper head of account.

6.29 Audit Programz Special Communication®rganisation

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

Audit Procedure

Done
By

WP
Ref.

M

)

Examination of subsidiary record of receipts

Check that monthly telephones bilse being issued regular,
anddelivered to the subscribearsatimely manner

Check that monthly summary of the mljs has beer
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maintained.
1 Checkfor abnormal arrears in the billing summary.

1 Check that record of new connectiofisstallation charges)
arrearpaymens and departmeat /extra departmental PC(
has been maintained.

1 Check thatmonthly reportfor each category of receipts h
been prepared.

Receipts through GPOs

1 Check that amountealisal through GPOs as per para 34
FBA&A procedure has been depicted in the monthdghg
account of the GPO.

1 Check that there is no difference between the reported fig
and collected amount shown in the monthly report of
Accounts Officer telephone Revenue.

1 Check that daily statement obllected amount on account
paid telephoneilts has been prepared .The counterfoils of
paid bills have been received from the conedr GPO anc
duly compared by the concernlecanch.

Receipts through scheduled banks

1 Check that contract agreements for collection of telepk
bills have beerexecuted with the banks duly approved by
SCO Management Board.

1 Check that agreements have been executed to safegus
interests of the@rganisation and adequate provisions have
included for timely transfer of collected amount
GPOs/designategiccount/lGovernmentreasury.

1 Check that monthly bank statements are being rece
regularly.

1 Check that amountsealis&l on account of telephone bil
collected by different banks during a month as per [
statements have been transferred to theestse GPO as peg
provisions of the contract agreements. Any delay in transf|
collected amoustneeds to be pointed out.

f Check that there is nil closing balanaecashas on 38 June
of each financial year.

1 Obtain justification for amounts retainbdyond this date.
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1 Check that quarterly reconciliation was made with DA P
Lahore

i Check that all collections were transferred to DA PPO, Lal
through GPOs

1 Check that revenue collected in SCO Headquarter
transferred to DA PPO, Lahore by cheque

1 Chek that SCO Headquarter received its share from P]
and other Telecom operators

1 Check that proper reconciliation was made with PTCL
other Telecom operators

1 Check that GST & WHT deducted was transferred
Government of AJK in a timely manner

Establishment Charges

Pay and allowances of regular establishment

1 Check that pay bill has been prepared as per appf
sanctioned strength (TO&E) and paadited by the Uni
Accountant CMA (FWO) before payment. No amount h
been drawn in excess ovée approved strength.

1 Check that amount drawn is according to the entitlemel
relevant scale and allowances have been duly approved |
SCO Board/ Finance Division.

1 Check thahecessary deductions have been made.

1 Check that pay & allowances of theanisferred employeg
have been drawn according to their LPC.

1 Check that in case of new appointments, the me(
certificate from the authorisel medical officer has beeg
obtained.

1 Check that deduction frorsonveyance allowance has beg
made in respect ohe official/officer who has been grant
leave.

1 Check that staff of CMA (FWO) entrusted with the accoun
work of SCO hadeen duly authoresd from the SCO Proje
Board

Pay and allowances of temporary establishment

1 Check that appointments of temporary establishment (¥
charged) BPS to BPS16 against approved projects has b
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approved by the DG SCO as per S| No.10 to Annex.A
FBA&A procedure

1 Check thano official has been retained after completion of
project.

1 Check that expenditure incurred against work chal
establishment does not exceed #drmaount approved in th
project.

1 Check that expenditure has been debited to the project a
which appointments had been made.

Pay and allowances of contract stéf

1 Check that contract appointments have been mad;
accordance with the standing orders of the Establishi
Division.

1 Check that posts exist against which appointment on cor|
has been made.

i Check that no contract official/officer has been retainger
expiry of the contract period.

Procurement of stores

1 Check that provision of Public Procurement Rules 2004
para 42 & 53 to 64f FBA&A Procedure for procurement (
project store, equipments, vehicles and other store have
followed

1 Checkthat procurements have been made against appi
projects and in accordance with the provisions of thetlPC

1 Check thastore ledgers have been properly maintained.

1 Expense& issue vouchers have been maintained in
relevant files.

1 Check that provisies of para 43 to 47 of FBA&A Procedu
for procurement of Medical, ASC supplies, Ordnance
T&T store regarding indenting, receipt, issue and accouli
have been followed.

1 Check that demands for procurement of equipment/ veh
and store etc haveeen made as per para 53& 54 to FBA(
procedure.

1 Check that procurements have been made in accordancs
the financial powers vide Annexure A&B to FBAg&]
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Audit Procedure

Done
By

WP
Ref.

T

T

Procedure for procurement of different types of store.

Check that stores procured were used in thmeséinancial
year

Local purchase of store

Check that procedure of limited tenders for local purchag
store has been adopted only if fulfils the requirements of
48 to FBA&A Procedure.

Check that procedure for local purchases as per para
FBA&A has been adopted if monetary lindibesnot exceed
Rs 100,000.

Check that exp®diture has been sanctionad per delegate)
powers.

Check that expenditure does not exd the budget provisior
andcannons of financial propriety have been observed.

Check that propriety certificate has been obtained
competitive rates have not been obtained through tend
procedure or through sealed quotations.

T

Expenditure against projectworks

Check thatwork has been got approved as per finan
powers delegatedde Annexure A&B to FBA&A Procedure.

Check that Public Procurement Rules 2004 have |
followed while awarding the works.

Check that procurements have been made against apf
projects and in accordance with the provisions of thadPC

Check that povisions of para 430 47 of FBA&A Procedurg
for procurement of Medical, ASC supplies, @m@hce anc
T&T store regarding indenting, receipt, issue and accoul
have been followed.

Check that procurements have been made in accordancy
the financid powers vide Annexure A&B to FBA&A
Procedure for procurement of different types of store.

Check that demands for procurement of equipment/ veh
and store etc have been made as per para 53& 54 to FE
procedure.
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AUDIT EVALUATION AND REPORTING PHASE

7.1 Introduction

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

Evaluation of Audit Findings/Results

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

Error evaluation is done in stages. Fitbe auditor reaches a conclusion on the results of
each test. Next,he auditor reaches a conclusion on each component. Finally, the auditor
reaches a conclusion on thmancial Statementss a whole.

The optimum mix of tests of internal controls, analytical proceduresaistantive tests of
detailfor one specifid-inancial Auditor Compliance with Authority Audibbjective for one
component may be totally differefitom anotherobjective or component. Appendix Df

FAM provides a no#technical discussion on the theory behind the overall error evaluation
processi how the auditor can combine different sources of assurance to reach an overall
conclusion on th&inancial Statements

Reporting of Audit Conclusions

The aiditor normally issues

1 A formal opinion or a disclaimer dfinancial Statementnd
1 Long formeporscont ai ni ng auditorsd observations
Authority Audit and Performancaudit.

The audit report is issued by the external auditor as a result of an external audit or evaluation
performed on a legal entity or subdivision thereofa(l | ed an fAauditeeo).
subsequently provided to the auditesganisationin order to enable the usets make

decisions based on the results of the audit.

Whatever the audit type, the same considerations apply:

1 Audit reports should be easyrfentity management to read (brief and clear);
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1 The Audit reports will be read by Parliamentarians, the media and the public and
should be written with a minimal technical terminology and not assuming a prior
understanding of the detailed business of titéye

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

1 Any conclusions and recommendations should be useful; and

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

7.2The Audit4 AAT 8O0 2A0ODPT 1 OEAEI EOU

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

It is critical that the audit team works diligently through forms and schedules in the
Evaluation and Reporting section thfe Audit Working Papers Kit since it provides the
documentation that supports the Audi®e ner al 06 s opi ni dinancialn t he
Statementsind compliance witlsovernmentules and regulations.

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

It needs to be highlighted that the audit strategy and methodology recommended under FAM
provide for continued quality assurance through all the phases of audit. While revieing t
reporting phase, the functionaries entrusted with the quality assurance of audit should ensure
that the various steps recommended in these Guidelines and respectivgitf@ms the

Audit Working Paper kihave been completely followed in all respects

The following tools are provided to ensure the quality of the asdidor opi ni on on
Financial Statemen&ndtheir audit reports

a. Management representation letters;

b. Audit completion checklist

c. Memoranda recommending signature; and
d. Qualityassurance checklist

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

with Authority report based on valid audit findings.

A formal process, governing how audit observations are developed, cleared and reported in
the most appropriate reporting stylensures quality. This process helps eastnat the
contents of the report are correct, and that the findings, conclusions and recommendations
contained in the report are easily understood and appreciated by the readers of the reports.

Detailed guidance is provided in the following sectionthefinancial AuditManual:
Chapter 10 Evaluating Audit Results

Chapter 11 The Reporting process
Chapter 12 The Audit Report

102



PT & T Audit Guidelines

To facilitate the auditosd understanding of the reporting procei®e Reporting Cycleof
PT&T Audit is given below.

Reporting Cycle of Compliance with Authority Audit

Development of Draft Audit Report (DAR)

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

Audit report issued t&resident

Pre- PAC meeting witlthe AGP or Additional AuditorGeneral
Public Accounts Committee (PAC) Meeting

oA LNE

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

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

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

iii) Management response is obtained on the AIR.

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

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

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

vii) The Paras finaled for Audit Report are rained in the ARsection, while those which
camot find a place in the Audit Report are sent back to the concerned IR sections.
These Paras are compiled and issued as MFDAC by the IR sections for further
pursuance. The MFDAC is compiled and issued on dyybasis to respective PAOSs.

Departmental Accounts Committee (DAC) meeting

i) Paras and their replies are discussed with the respective PAO.

i) Minutes are prepared and signed.

i) DAR is updated based on the DAC minutes.

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

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

Quality assurance review at DAGP

i) Quality assurance is carried out using DAG&uality assurance framerk.
i) The framework ensures that the work is perforras@fficiently and effectively as
possible and complies withNTOSAI Auditing Standards
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Audit report issued tthe President

Under Article 171 of the Constitutioneports of the AuditeGeneralbf Pakistarshall
be submitted to th®residentwho shall cause them to be laid before Wational
Assembly.

Pre- PAC meeting with AGP

i) Pre FAC meeting is held with AuditeGeneralor the Additional AuditofGeneral
The audit paras are discusskdroughly before being presented at the PAC meeting.

i) During the Prei PAC meeting, theaudit parasare categorsd according to their
significanceand strategy for discussion is considered accordingly

Public Accounts Committee (PAC) Meeting

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

i) ThePAC accordingly disposes of the audit paras by giving necessary directives to the
executives/PAOSs.

7.3 Documentation in Evaluation and Reporting Phase

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

Internal Control Weaknesséedmpact Analysis
Analytical Procedure Thresholds

Evaluation of Analytical Procedures

Evaluation of Internal Control Deviations
Substantivel'ests Evaluatioii Projectable Errors from Sample
Substantive Tests EvaluatiorNon-Projectable Errors
Substantive Tests EvaluatiorSummary

Achieved Level of Assurance Form

Error in Each Component

Overall Error inFinancial Statements
ComplianceWith-Authority Violations *

Checklist of Management Representation Letter
Sample Management Representation Letter

Audit Completion Checklist *

Memorandum Supporting Signature

Audi tords Opinion

Follow-up Continuity Schedule *

Quality Assuranc€hecklist *

= =2 -0_9_9_9_95_40_42_9_2_-2°_-2_-2_-2_-2°:_--°_-2-2

Z
o
—
D

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

The following paragraphs contain specific guidance tming the forms given for the
Evaluation Rase in the Audit Working Papers Kit.
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7.4 Internal Control Weaknesseg Impact Analysis

This form tracks the dispabof internal control weaknesses identifigithe time of applying

ICQs during the performance of audit. Each control weakness should be noted. Each
weakness indicates whether the entity manag
the weakness, and whether the weakness is so significaiitdffatts the audit plan and will

require additional unplanned audit work to be performed.

7.5 Analytical Procedure Thresholds

Analytical procedures work by comparing an actual value fronfrith@ncial Statementsith

a baseline value (normally the comat@ve figures of previous audit year is used as baseline
value). If the difference between the actual value and the baseline value exceeds a certain
threshold, then the analytical procedure has not provided the required assurance, and
additional audit wik may be required.

This form is used to calculate the thresholds that the auditor should apply to each analytical
review procedure used in audit. Complete instructions are provided on the form.

7.6 Evaluation of Analytical Procedures

The auditor will corplete this form to determine whether each analytical procedure has
provided the required assurance. The auditor will describe the data used, its observed value
and the baseline value, and a comparison of the difference with the threshold calculated on
the Analytical Procedure Thresholds form.

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

difference warrants a t@assessment of audit risk, reduced reliance on analytical procedures or

an increasé substantive testsofdetatih e audi t or 6s deci sion is re

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

7.7 Evaluation of Internal Control Deviations

Using the data frorthe number of control deviations fouimdthe Internal Control Deviations

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

lead to a conclusion that these may be relied upon or whether the deviations warrant a re
assessment of control risk, reducedargte on controls or an increasesibstantive tests of

detail The auditorbés decision is recorded on tF

7.8 Substantive Tests Evaluationz Projectable Errors from
Sample

The auditor enters each projectable error from the Substantive Test Ssummpieary form,
separating overstatements and understatements, following théyssggp instructions
provided on the reverse of the form.
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7.9 Substantive Tests Evaluatiog Non-Projectable Errors

The auditor enters each nprojectable error from the Substive Test Sample Summary

form, plus errors from the Substantive Tests of High Value and Key Iltems and Errors in
Accounting Estimates separating overstatements and understatements. These are summed at
the bottom of the form.

7.10 Substantive Tests Evaluain z Summary

The auditor uses this form to calculate the figures of most likely error (MLE) and upper error
limits (UEL) for over and undesstatements based on the evaluations of sample results for
Projectable and Noprojectable errors from the precegitwo forms. This is done by
carefully following the stefby-step procedures included in the form.

The MLE andUEL are then compared with the previously calculated materiality amount to
determine whether the results of the audit are satisfactory otontovide the auditor with
the basis for his/her conclusion.

7.11 Achieved Level of Assurance Form

The Audt Plan was based on the audie amés esti mati on of the aud
achieved with respect to Inherent Risk, Control Risk, AnalyRewiew andSubstantive tests

of detail(see Source of Assurance Form) in arriving at the desired level of acceptable risk for

this audit.

While the assessments should be made for Eawmcial Auditobjective andCompliance

with Authority Audit objective for each component, the form permits the auditor to list more
than onesuchspecific 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 oljectives and components, and will, therefore, have listed more than one
component, specifi€inancial Auditobjective and relate@ompliance with Authority Audit
objective on his/her Source of Assurance form.

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

7.12 Error in Each Component

Before evaluating error in tHéinancial Statemeniss a whole, the auditor uses this form to
evaluate the error in each component. The auditor, following the directions on the form,
completes one form feeach component being audited.

The information on this form is consolidated ire t®verall Error inFinancial Statements
form.
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7.13 Overall Error inFinancial Statements

This fom is designed tsummariseerrors in theFinancial Statements first the errors in
receipts/revenues, expenditures and net income, and then the errorstsn |adskties,

equity and opening residual equity. The last table of this form then shows the overall most
likely errors in assets, liabilities, receipts/revenues, expenditures, equity and opening residual
equity, culminating with a Summary of Most LilgeErrors.

7.14 ComplianceWith-Authority Violations

This form is used to capture information on each violation of a compliance requirement. For
example, an entity may have reported urgfgnding a particular grant, whereas the auditor
has concluded thakpenditures have not all been properly charged to that grant. This type of
error, and other compliance violations, would be evaluated using this form.

7.15 Checklist of Management Representation Letter

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

This checklist will help the audit team Check all necessary mattem@yerly referred to in
the Management Representation Letter.

7.16 Sample Management Representation Letter

This form provides the audit team with a samfg#erto use as a starting pointabtaining a
Management Representation Letter their particular audit. This letter is a very important
component of the audit as it clearly establishes that management is responsible for the
Financial Statemenfsresented to the auditors and for all additional information provided by

them. It wil help focus management 6s attention on
participation in it.

7.17 Audit Completion Checklist

Before the AuditoiGeneral or other delegated DAGP official signs the final audit report for
presentation to Parliament, theyst be satisfied that the audit team has diligently carried out

a proper audit. This checklist will be completed and signed by the Dir@etoeralof the
particular audit to confirm that the audit has been conducted in accordance with the DAGP
audit sandards.

7.18 Memorandum Supporting Signature

The Audit Completion Checklist provides the official signing the audit with assurance about
the audit procedure but not about tkénancial Statement®r audit findings. This
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Memorandum provides the signing iof&l with this additional information and will provide
the basis for a briefing on the conduct and conclusions of the audit.

x8pw ! OAEOI 060 [/ PET EI 1
Based on the work of the audit team, the Aud@@neral prepardgbe audit reporwwhich also

containsthAudi t or 6s Opinion. The audit team wil/l
is appropriate in the circumstances.

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

The Audit Working Papers provide examples of the different standard audit reports:
Unqualified Audit Opinion; Qualified Audit Opinioil Scope Limitation; Qualified Audit

Opinion 7 Departure fromGovernmerdi s Accounting Policiéds; Qu a
Uncertainty; Qualified Audit Opinion Inappropriate Accounting Policies; Adverse Audit

Opinion; Disclaimer of an Opinion.

Audit teams should be prepared to recommend Qualiflelyerse or Disclaimed opinions
where circumstances warrant. The purpose of these opinions is to highlight situations where
Governmentpolicies are not being followed so that corrective action can be taken and
improvements can be made. It is likely thaarmy audits will result in Qualified, Adverse or
Disclaimed opinions during the first years of applying the new audit paradigm, as it will take
the audit entities some time to bring their accounting practices fully up to the new standards.

7.20 Follow up Catinuity Schedule

Follow up is an integral part of the audit
unless any errors or deficiencies identified during the e been correctlgddressed.

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

The entity officials themselves are responsible for ensuring thafRin@incial Statementzre
complete and accurate, andathheir internal control structures are operating as efficiently
and effectively as possible. They should be encouraged to view the auditor as an ally in this
endeavour and should actively work with the auditor to address any concerns.

To achieve thesebjectives, there should be a formal follow up of ev@nancial Audit All
observations, conclusions and recommendations should be pursued and reported until they
are satisfactorily dealt with, or until circumstances have rendered them no longer relevant

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

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

108



PT & T Audit Guidelines

The errors identified during tHénancial Auditcould include:

1 Monetary errors or relate€ompliance with Authorityviolations that led to a

reservation in the auditoro6s opinion
and

1 Other monetary errors af€bmpliance with Authorityiolations.

Recommendations made by the auditor can relate to:

Reservations being expressed in the audit report;

Comments on the form and content of Bmeancial Statements

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

Internal control weaknesses; and

Performance (valutr-money) matters.

= =4 =4 -8 48 -9

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

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

hand ed i n the current yeardés audit and wh
required.
Note Pl ease refer to Chapter 14 fAAudit Fo

7.21 Quality Assurance Checklist

Just as the auditors ar e c¢ on clkmntial Statemertsh t

et h

I 1 o

he

they must check the highest quality of their own work, if they are to earn and keep their

professional credibility. Consequently, quality assurance procedigesiplemented through
comprehensive working papers and sidfs throughout the audit. At the conclusion of
audit, an appropriate official should review the audit files to cindetherthe audit team has
fulfilled all the requirements of a quality atdi

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

i mpr ovement i n the quality of the DAGPOGsS
criticise the work of the audit team or individual auditors. In Hpsit, those being reviewed
should @ comfortable in offering themwn suggestions as to how the audit could have been
performed more effectively or efficiently.

7.22 Centrally Led Audit

As discussed in the Planning Chapter at 5.31, in case of ceméglpudit,there will be a
division of responsibilitie between the central team andld audit teams of the same
Directorate contributing to the centrally led audit.
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KEY TASKS AND RESPONSIBILITIES

8.1 Introduction

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

1 Permanent File

Audit Planning Phase

Audit Execution Phase

Audit Evaluation and Reporting Phase
Quiality Assurance

= =4 4 A

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

8.2 Assigning Roles and Responsibilities

These Key Tasks and Responsibilities have been developed for the four standard tiers of
functionaries in an FAO. They are Audit floér/Assistant Director, Deputy Director,
Director and Directozeneral. Itis recommended that functionaries below this level may not

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

In all cases where key tasks have been assigned to a functionary and that functionary is
temporarily or structurally not available in the office, the head of the office will be required
to assign the key tasks and responsibilities appropriately.

The Director General will be required to assign specific responsibilities to all the officers in
the FAOs for each audit and the performance of officers can then be monitored accordingly.

For High Profile Audits and studies of public significance, the DG may like to raise the level
of the audit team by substituting Audit Officers/Assistant Director with Deputy Directors and
Directors. The roles and responsibilities which are specified in tti®sgertain only to the
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Audit Cycle. For other functions like clerical record keeping, administration, budgeting etc,
the existing job descriptions available in the FAO should be used for defining the key tasks in
each area.

8.3 Key Tasks and Responsilties: Permanent File

Guideline TASKS RESPONSIBILITIES
reference AO/AD | DD | D | DG_
P S R

4.4 Developing and Updating the control she
PF

4.5 Updating Status of Entit P R
Form/information.

4.6 Gathering and updating financial P S R
Operationabackground Information.
Documenting the Background Informatio P SR

4.7 Listing all the possible Auditabl P R
Locations

4.8 Listings of names address and account P R
of all Bank Accounts in the name of Entit

4.9 Documentation and Listing Authoriz¢ P R
Signatories.

4.10 Listing External Factors related to P R
performance of the operational activities
an auditee.

4.11 Listing the accounting records maintain P R
by the auditee.
Development of érief description of the P R
accounting system used by the auditee.

4.12 Listing Key Contacts. P SR

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

4.14 Listing Significant Accounting Policies. P R
Update and review of Significal P R
Accounting policies.
Review and Sign Off of all the form R A
within the Permanent File.
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8.4 Key Tasks and Responsibilities: Audit Planning Phag

Guideline TASKS RESPONSIBILITIES
reference AO/AD DD | D | DG |
P

5.4 Determining Audit objectives and scope.

5.5 Listing/ Updating Points for attention P S R
next audit.

5.6 Preparing/Issuing Entity communicatior] P R A
letter.

5.7 Preparing Audit planning memorandum. P R

5.8 Revising Memorandum orpostplanning P R
changes.

5.9 Scheduling Important dates. P R

5.10 Preparing Tour Program. P S R A

5.11 Pursuing Information requested from enf P S
officials.

5.12 Preparing Materiality assessment form P R A

5.13 Computing Expectedaggregate error an P R
planned precision form.

5.14 Preparing Audit risk assessment form. P R

5.15 Preparing Inherent risk assessment form P R

5.16 Developinginternal control questionnaire P R
controls for overall environment.

5.17 Documentation of the internal contr P R
guestionnairé general computer controls

5.18 Documenting Internal control questionna P R
i application controls.

5.19 Developing Control risk assessment form P R

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

5.21 Documenting Source of audit assurar P R
form.

5.22 Listing all applicable laws and regulations P S R

5.23 Documenting and Updating Samg P S R
selectionchecklist.
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Guideline
reference

RESPONSIBILITIES

5.24 Preparing High value item selection form P R

5.25 Preparing Key item selection form. P R

5.26 Computing Sample sizing for tests P R
internal control.

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

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

5.29 Recording Points for attention at next au¢ P S R

5.30 Documenting Audit planning checkilist. P R A

8.5 Key Tasks and Responsibilities:Audit Execution Phase

reference AO/AD | DD _| D | DG

Documenting Summary of Analyticq P R
Review Procedures Performed.

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

6.6 Documenting Internal Contrg P R
Questionnaires.

6.7 Documenting Internal Control Deviatiol P R
Form.

6.8 Preparing Internal Control Deviatiol P R
Summary.

6.9 Preparing Compliance Summary. P R

6.10 Documenting  Substantive  Tests P R
Accounting Estimates.

6.11 Identifying and listing Errors in P R
Accounting Estimates.

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

6.13 Preparing Substantive Test of Hi P R
Value/Key Itemg Summary.

6.14 Documenting Details of Errors in Sampl¢ P R
High Valueltems and Key Items.

6.15 Conducting Exit Interviews. P S
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6.16 Updation of Audit Steps given in the Aug P R S
Programmes, if needed.

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

8.6 Key Tasks and Responsibilities  Audit Evaluation &
Reporting Phase

Guideline TASKS RESPONSIBILITIES
reference AO/AD DD D | DG_|
P R

7.4 Documenting Internal Control Weakness
I Impact Analysis.

7.5 Calculating Analytical Procedureg P R S
Thresholds.

7.6 Documenting Evaluation of Analytic: P R
Procedures.

7.7 Evaluating Internal Control Deviations. P R

7.8 Conducting Substantive Tests Evaluatio P S R
Projectable Errors from Sample.

7.9 DocumentingSubstantive Tests Evaluatic P SR
i Non-Projectable Errors.

7.10 Calculating Substantive Tests Evaluatior P SR
Summary.

7.11 Documenting  Achieved Level ¢ P R
Assurance Form

7.12 Evaluating Error in Each Component P R S

7.13 Summarizingand preparing Overall Errg P R S
in Financial Statements

7.14 Documenting Compliane@/ith-Authority P P-S R
Violations

7.15 Drafting Checklist of Managemel P S R
Representation Letter

7.16 Obtaining Management Representati P R
Letter.

7.17 Documenting Audit Completion Checklis P R-S A

7.18 Memorandum Supporting Signature P R A

7.19 Recommendi ng Audit P R-A
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Guideline RESPONSIBILITIES
reference TASKS AO/AD| DD | D | DG
7.20 Following up the Continuity Schedule P R-S
7.21 Reviewing the Quality Assurang P R
Checklist

8.7 KeyTasks and Responsibilities Audit Quality Assurance

Guideline TASKS RESPONSIBILITIES
reference AO/AD | DD | D | DG |

Planning
5.3 Review that Planning has been carr R S
out as per the recommended plann
process.
FAM 15.3.6 | Assigning Appropriate staff, require P R
strength and skill set of the audit tean
FAM 15.3.7 | Preparation, revision and approval P R A
the Audit Budget.
5.30 Ensuring that audit programs are P R
place as required in Audit Polig
Checklist.

Execution
5.8 Ensuring revision of the plannin P R A
decisions, if required.
Supervision of all phases of execulti P R-
as per the tasks S
related to execut
To ensure review of audit workin P R S
paper files.
6.16 To ensure executing audit steps as P R S
the Audit Programs.
Ensuring reporting and monitoring P R-S
audit activities with reference {
Afexecution task |

Evaluation
& Reporting
7.3 To ensure detailed review and appro P R-S A
of monetary errors, compliance wi
authority
Violations and internal  contrg
deviations found.
7.15,716,71§ Ensur i ng t ool s P S R
opinions and statements are used.
7.17 Ensuring Documentation of Audi P R-S A
Completion Checklist.
7.21 Reviewing the Quality Assuranc P R A
Checklist. *
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*The Comprehensive Quality Assurance Checklist present in the Audit Working Papers Kit
covers all thephases of audit. This checklist is timaster guide for assuring the quality of
audit processes throughout the augtitle.
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APPENDIXZ A

AUDITOR -GENERAL OF PAKISTAN
PERMANENT FILE

Ministry of Defence Production
National Radio Telecommunication Corporation

PERMANENT FILE

Major function of National Radio Telecommunication Corporation (NRTC) is to assemble
and manufacture the telecommunication equipments for Armed forces of Pakistan. Its
designated customers include Armed forces of Pakistan, Fegdevarnmentdepartments,
Provincial departments and such otl@overnmentagencies / institutions as the Federal
Governmentnay determine. NRTC also supplies such equipments to other countries with the
prior approval ofGovernmentf Pakistan.
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AUDITOR -GENERAL OF PAKISTAN
AUDIT PERMANENT FILE

Update Control Sheet

Name of Entity/Organisation: National Radio Telecommunication Corporation

Original file prepared by: Mr. Zulfigar Ahmed Audit Officer

Date: 10.08.2008

File updated by: Mr. Muhammad Bilal Ahmed Date: 28.12.2009

File updated by: Date:
File updated by: Date:
File updated by: Date:
File updated by: Date:
File updated by: Date:
File updated by: Date:
File updated by: Date:
File updated by: Date:
File updated by: Date:
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AUDITOR -GENERAL OF PAKISTAN
AUDIT PLANNING -PRMANENT FILE

Understanding of Entityos

Busi

ness

Form PF- |

Under st andi rBgsines§i StatusiofiEntity 6 s

Name of Entity/Organisation:

Principal Address: Secretary,
Ministry of Defeng,
Pak. Secretariat I,
Rawalpindi

Managing Director,
NRTC Haripur, NWFP

Status of the Entity:

(Governmenfautonomous/centrabsl/selfaccounting/exempt/other)

Corporation

Inter-Governmerdl Relationship:
(Attached department, branch office, etc.)

Working under the Ministry oDefen®
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OFFICE OF THE DIRECTOR GENERAL PT&T AUDIT, LAHORE

PERMANENT FILE
Form PF- I

Understandi ng o fi Bakygrmound Igf@msatioBu si nes s

Name of Entity/OrganisatiomNational Radio Telecommunication Corporation

INITIAL INVESTMENT

Initial investment of establish the factory was made as under

a. Ministry of Defeng Rs.10.00 Mlion
b. Ministry of Communication (T&T Dept) Rs.5.00 Milion
The funds contributed at the establishment stage wiised to:

a. Purchase Plar@ndMachinery

b. Construction of the Factory Buildings

The initial investment made back to the concerned Ministries as per following

details:
Ministry of Ministry of IT
Defence
a. Dividend Rs.10.00 Mn Rs.5.00 Mn Paid in cash
b. Bonus Shares R.20.00 Mn Rs.10.00 Mn Converted into
paid up capital
Total Rs.30.00 Mn Rs.15.00 Mn

Present position aduthorisél and paieup capital of the company is as under:

a. Ministry of Defence Rs.40.00 Mn
b. Ministry of IT (IT &TD) Rs.20.00 Mn
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Core Operational Activities / Corporate Plan

Major function of National Radio Telecommunication Corporation (NRTC) is to assemble
and manufacture the telecommunication equipments for Armed forces of Pakistan. Its
designated customers include Armed forces of Pakistan, Fedevarnmentdepartments,
Provincial departments and such otl@overnmentagencies / institutions as the Federal
Governmentnay determine. NRTC also supplies such equipments to other countries with the
prior approval ofGovernmentf Pakistan.

Corporate Plan

By virtue of long expgence in the field of telecommunication, NRTC has attained excellent
technical backedip knowledge and support with a modern infrastructure and standard
expertise for producing telecommunication equipment to the entire satisfaction of end users.
We are 1®-9001:2000 certified which is the highest degree of quality management and
quality assurance of products. Moreover company has planned to increase its production
capacity and achieve global recognition by coping with the foreign targets to strengthen, by
meeting its foreign and local customer requirements.

Major Beneficiaries

FederalGovernmenDepartments
ProvincialGovernmenDepartments
DefenseServices

w0 NP

Other Governmentagencies / institutions as the Federal
Governmenmmay determine.

Major Cost Centers

1. Managing Director, NRTC Haripur, NWFP
Function/Object classification

Functions Objectives
Policy formation Payroll, Physical Assets, Operating Expenses, machi

Apparatus and Plants, Machinery and Equipm
Procurement, and Repair amdintenance of fixed Assets,

Receipts 1. Receipts proceeds from sale of telecom equipments.
2. (Investments, and profit from bank accounts)

Reporting Authority Ministry of Defeng
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Business Process

National Radio Telecommunication Corporation (NRT&3semble and manufacturs
telecommunication equipmembainly for the Armed Forces, other agenciasd foreign
countries.This equipment is manufactured based on orders received from local and foreign
customers. The key function at NRTC is procuremenegtired supplies to fulfil the orders
received. This involves procurement of the requisite materials from both local and foreign
sources and maintenance of stores thereof. The purchase process is as follows:

Purchase requisition

1 Sales orders are reconceivieom various customers both Domestic and
International;

1 Based on the requirementgrphase requisitions are raisedrbgnufacturing
departmenand a written copy sent to tkeresdepartment

1 In case the requisite items are available with stores, tieggsued accordingly and
the remaining requisition is forwarded to the purchase department for processing;

Tendering

1 The ordering departmeitdentifies whether the required items are available locally or
are required to be imported from abroad;

1 Certain chssified equipment required is obtained only from designated suppliers, a
propriety certificate isssued for these purposes and orders are placed directly to the
identified vendor

1 In case of local purchase the ordering departnmsites suppliers to raequotations
andtenderghrough press or by official letter;

1 In case of preualification quotations are called for from gyealified contractors;

1 In case of defense related procurements orders are directly placed with the concerned
organisatios through official letters;

1 Rates offered by the suppliers are srutinised and comparative statements are

prepared,;

Order placement

T

Ordering department places an order with the relevant supplier and records the details
of the order on a sequentiattymbered nalti-part order form;

One copy of purchase order stays in ordering, one goes to the supplier and one to the
warehouse.

When the goods arrive from the supplier, sequentially numbered multipart goods
received note (GRN) is raised.

One copy of GRNtays in the warehouse and is matched and stapled to the purchase
order, one returns to the ordering department to match to their copy of the purchase
order and one goes to the purchase daybook clerk to update the records.

The details of the goods receivedte are entered into the purchase daybook and the
GRN6s are filed in numerical order .

At the end of the day, the total of the purchase daybook is transferred to the general
ledger.
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Payments
1 Once the invoice is received it is matched to the detail orettgetand is updated to

reflect this;

1 In case of any discrepancies the invoice is returned to the supplier for necessary
correction and updation;

1 Cheque is prepared in the name of the supplier;

1 The invoice is then stamped as paid after gettinguithorisel by the finance
manager.

Cash purchase
1 Besides the above, cash purchases were also made through temporary advances on

requirementbasis;

1 The temporary advands granted to the incharge procurement branch who received
demand from the concerned departmeaisl subsequently purchasase made
through purchase comittee;

1 The goods were entered in the store ledger as and when received and handed ov
the concerned departments;

1 The invoices are collected and an adjustment acasustibmittedto the Finance
Department.

Import purchase
1 Incase of import purchases orders are invited from designated suppliers through

email;

1 Memorandum of understanding (MOU) is then signed with the suppliers stating the
terms and conditions of supply of material and payment ahet @& placed
accordingly;

1 Letter of credit is then opened in the name of the selected supplier;

1 Goods are shipped by the supplier and a copy of bill of lading and details of shipment
is sent to the ordering department;

1 Delivery of the shipment iseceived at the port and goods are inspected for quality
and quantity;

91 Triplicate GRN is prepared and the material is handed over to the stores/warehouse
for issuance to concerned departments;

1 Entry is made in stores ledgers and record is updated;

1 The proairement department monitors the overall process and incase of any lapse on
part the supplier penalties/liquidated damages are imposed where applicable.
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AUDITOR -GENERAL OF PAKISTAN
AUDIT PLANNING -PERMANENT FILE
Form PF- 1l

UnderstandingofEnt i t y 6 si LiBtofsAuditabls Loocations

Name of Entity/Organisation:

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

Main Accounting Office

1. NRTC Haripur, NWFP

District Accounting Offices

NIL

Other Accounting Locations

NIL

AUDITOR -GENERAL OF PAKISTAN
AUDIT PLANNING -PERMANENT FILE
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Form PF- IV

Understandi ng ofiLigEof Bank AcdomtsBu si nes s

Name of Entity/Organisation:

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

S.NO PARTICULARS

1. Current account with NBP

2. Account No. SSD with HBL

3. Standard Chartered Bank Rawalpindi

4, Account with ABL Haripur

5. Unisaver with UBL Haripur

6. Cash account with I/C Mess

7. Account with MCB 365 Gold

8. Account No. Nidd Il with NBP

9. Premium Plus Account with ABL Haripur
10. Foreign currency account with KASB Rawalpindi
11. Local currency account with KASBawalpindi
12. STD with NBP TIP Branch Haripur

13. Bank Alfalah Haripur

14. TDR Bank Alfalah Haripur

15. DSC with NSCi Il Haripur
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AUDITOR -GENERAL OF PAKISTAN
AUDIT PLANNING -PERMANENT FILE
Form PF-V

Understandi ng o fi Lig of Authorisedl SignBtarissi n e s s

Name of Entity/Organisation:

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

Administrative and Financial Powers

1. Managing Director NRTC Haripur, NWFP
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AUDITOR -GENERAL OF PAKISTAN
AUDIT PLANNING -PERAMNENT FILE
Form PF- VI

Understanding ofiBEéemalFactgrd s Busi ness

Name of Entity/Organisation:

The a u dbjecticer i® 0 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 <coul

The auditor should 11 st b e | @ affectechbly the gxt@real a s s e
factors to ensure that costs, contingent liabilities, commitments and assets have been
properly recognised, valued and reported in accordance witltGibeernmerd s account i r
principles.

External Factors
Governmenpolicies on tle purchase of raw material for telecommunication equipment.

Strict legal laws and regulations over the quality of product and health and safety
requirements of employees.

Significant variation in the foreign exchange rates.
Inflation rates are changing laigh speed.

Disturbed economical condition of the local customers in the form of lesser purchasing
power.

Rapid changes in the technological environment of telecommunication equipment puts

pressure on the company to adapt with the changes of the industnyest the customer
requirements.

Account head being affected by the above mentioned external factors.
Raw material

Revenue

Contingencies and commitments

Debtors and creditors

Long term debts
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ADITOR -GENERAL OF PAKISTAN
AUDIT PLANNING -PERMANENT FILE
Form PF- VII

Understandi ng o fi AdeauntingtRgcords amllAccountiagsSystem

Name of Entity/Organisation:

The auditor should list the accounting records maintained by the entity for the collection,
recording, processing and reporting aécounting information.

Headquarter

Accounting record involves ledgers, cash books, journals

NRTC prepares its own annual budget and submit to Federal
Governmentor approval

1 Annual accounts are prepared by NRTC which are certified by
the Chartered Acamtants

Accounting System

Self Accounting Entity

Commercial Accounting (Double Entry System, on accrual basis)

Supporting Documents

Audited Accounts
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AUDITOR -GENERAL OF PAKISTAN

AUDIT PLANNING -PERMANENT FILE
Form PF- VIl

Understanding ofiKdyQdntadisy s Busi ness

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 Name Title Tel. Fax Email
Personnel

Entity/ Managing Director 0995611728 | 0995610933
Department/

Unit

District/ Local | Manager operation 0995612578 -do-

Office/
Formation
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AUDITOR -GENERAL OF PAKISTAN
AUDIT PLANNING -PERMANENT FILE
Form PF- IX

Understandi ng o fi Significant AugibAseasBu si ne s s

Name of Entity/Organisation

Significant Audit Areas

Receipts

Stocks

Production process

ProcurementandInstallation of ApparatuandPlants
Construction and maintenance of buildings
Maintenance of Apparatus and Plants
Employeegelated expenses payments

© N o 0 ks wDdhPE

Annual Audited Accounts
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AUDITOR -GENERAL OF PAKISTAN
AUDIT PLANNING -PERMANENT FILE
Form PF- X

Understandi ng o fi Significamt Acgodirging Palides n e s s

Name of Entity/Organisation:

Significant Accounting Policies

Revenue recognition

Sales are recorded on dispatch/ delivery of goods to the customers and when significant risk
and rewards are transferred to the customer. Profit on bank accounts, interest on general
reserve fund investment, short term investinand interest on loans to employees is
accounted for on a time proportion basis using applicable rate of interest.

Fixed Assets

All fixed assets are stated at cost less accumulated depreciation and impairment loss, if any
except for capital work in pgress and land which is stated at cost less impairment loss, if
any. The cost of fixed assets comprise its purchase price, including import duties and non
refundable purchase taxes and any directly attributable costs of bringing the asset to its
working candition and location for its intended use.

Depreciation on fixed assets is charged on reducing balance method, so as to write off the
cost of these assets over their estimated useful lives at the rates specified in note 11.

Maintenance and normal repaire &harged to income as and when incurred. Major renewals
and improvements are capitgld and assets so replaced, if any are retired. Gains and losses
on disposal of fixed assets. If any, are included in income currently.

Inventories

Stores, spares anddse tools are valued at lower of weighted average cost and net realizable

value less impairment. The Company reviews the carrying amount of stores and spares on a
regular basis and provision is made of obsolescence if there is any change in usage pattern
and physical form of related stores, spares and loose tools. Impairment is also made for slow
moving and/ or items identified as surplus

Stock in trade is valued at lower of cost and netsaialle value. Cost in relation taw and

packing materials is determined on moving average basis and in relation to work in process
and finished goods represents average cost comprising direct material, labour and appropriate
manufacturing overheads. Cost comprises invoice value andooistencurred for bringing

the stock at their present location and condition for intended use. Net realizable value
represents the estimated selling price less estimated cost of completion and estimated cost
necessarily to be incurred for such sale.
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Staff benefits
Defined contribution plan

The Company operates a recaguli contributory provident fund for its permanent
employees. Equal monthly contributions are made, both by the Company and the
employees to the fund at the rate of 10% of basic salary. bhe@any 6 s obl i gat
charged to income currently.

Defined benefit plan

The Company operates a defined benefits plan comprising a superannuation fund for
its permanent empl oyees. Superannuation
Annual contributionsto the fund are made on actuarial recommendation using
Projected Unit Credit Method, related details of which are given in not 9.3 to the
Financial Statement\ll contributions are charged to profit and loss account fore the
year Actuarial gains/ lossé@s excess of corridor limit (10% of the higher of fair value

of assets and present value of obligation) are resegrover the average remaining
service life of the employees. The most recent valuation was carried out as of 30 June
20009.

Foreign currency transactions

Transactions in foreign currencies are recorded into local currency at the rates of exchange
prevailing at the date of the transaction. All monetary assets and liabilities in foreign
currencies are translated at exchange rates prevaltlitig balance sheet date. Any resultant
exchange difference is recogad in the profit and loss account except in case of MoD where
contracts specifically allowed the Company to create receivable from MoD in respect of
exchange differences.

Trade debtsand other receivables

These are stated at invoice value less provision for impairment, if any. Known impaired
receivables are written off, while debts considered doubtful of recovery are fully provided
for.
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