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Annexure of Letter No . Dated

Audit Preparation

It is the responsibility of Audit Team leader to ensure that the audit team members take the necessary steps
to prepare for the internal audit in accordance with quarterly audit plan circulated by DoA. Before proceeding
to conduct the internal audit at the field, the audit team need to ensure that below mentioned activities are
undertaken;

Activity 1. Understand the Department and its operation
Activity 2:  Understand the legal and regularity framework
Activity 3:  Preparation of Planning Memorandum

The above activities shall be conducted by all the audit teams at the DOA level separately for each
department/unit to be audited.

As per the International Standards for the Professional Practice of Internal Auditing (Standards) issued by IIA.
2200 Engagement Planning

Internal auditors must develop and document a plan for each engagement including the engagement's
objectives, scope, timing and resource allocations. The plan must consider the organization's strategies,
objectives and risk relevant to the engagement.

2201 - Planning Considerations
In planning the engagement, internal auditors must consider:

The objectives of the activity being reviewed and how the activity controls its performance;
The significant risks to the activity, its objectives, resources, and operations and the means by which the
potential impact of risk is kept to an acceptable level;

The adequacy and effectiveness of the activity’s risk management & control processes compared to a
relevant control framework or model; and

The opportunities for making significant improvements to the activity's risk management and control
processes.

Activity 1 - Understand the Department and its operation

It is essential that the audit team need to have good knowledge about the environment of the departmentand
its operations before start of the audit. This includes understanding the rationale behind establishing the
department, structure and functions of the department. This will normally include considering matters such

as:
What are the services delivered / operations performed?
What is the statutory basis for these operations?
How are they funded?
What is its relationship with other department / government organizations?

Is the department stable or are there any major changes that took place / planned? (like re-organization
of a department/ wing)
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Who are the recipients of its services?

How does it deliver its products / services or perform its operations?

Who are likely to be the main contacts for audit in the organization?

Is there an audit committee and what is its scope?

What is the organizational structure of the department? Is it centralized or decentralized?

What are the principal geographical locations and how are the operations distributed between them?

Primary source of information about the audit department unit can be obtained through the following
documents:

Previous internal audit plans

Previous Internal audit reports

AGs inspection reports

Policy and procedures manuals, if any,

Important circulars issued by State and Central Government from time to time
Organization charts and flow charts of processes

Information sheet

Activity 2 - Understand the legal and regulatory framework

The audit team should familiarize with the legal and regularity framework within which the department
operates. This will inter alia include:

Any changes in law, regulations, accounting rules or policies of audit unit since the last audit;

Primary and secondary legislation (like any Governing Legislation, Financial Rules, Fiscal Responsibility
and other relevant rules) and any changes since the last year.

Regulations or instructions issued by the Finance Ministry or controlling Department and any changes
since the last audit.

Activity 3 - Preparation of Planning Memorandum

As per the International Standards for the Professional Practice of Internal Auditing (Standards) issued
by lIA’s:

2210 — Engagement Objectives:
Objectives must be established for each engagement

2210. A1: Internal auditors must conduct a preliminary assessment of the risks relevant to the activity under
review, engagement objectives must reflect the result of this assessment.

2210. A2: Internal auditors must consider the probability of significant errors, fraud, noncompliance and other
exposures when developing the engagement objectives

2220 — Engagement Scope
The established scope must be sufficient to satisfy the objectives of the engagement.

2220. A1: — The scope of the engagement must include consideration of relevant systems, records,
personnel, and physical properties, including those under the control of third parties.

2|Page

oq




The overall internal audit plan should be summarized in a memorandum containing a summary of the scope
of the internal audit and planned internal audit procedures. The planning memorandum shall present an
analysis of the key internal audit areas and a summary of the key planning decisions. In order to conduct the
internal audit function effectively the planning memorandum shall be prepared at the department level. t. The
content of the audit planning memorandum at the department level shall include:

A brief outline of the audit department activities.

Areas to be audited at the Department

Basic information of Units to be audited at the Department
A description of the scope and objective of the audit.

Details of any significant facts, events or changes which have taken, or may take place; their likely
effect on the audit of operations and environment

A summary of the key team members and the total planned man days

. OAMS Functionality: At the end of preparation phase, audit team need to prepare an audit planning memorandum:

; in OAMS which states, scope of audit, nature and timing of audit procedure and the overall strategy for the auditi
i execution. '

Refer Annexure for format of Internal Audit Planning Memorandum.

Based on the entry Meeting and on receipt of any additional/modified information after visiting the audit unit,
audit planning memorandum shall be updated/revised, if required, by the audit team leader.
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Format of Internal Audit Planning Memorandum

1. Name of Department | XYZ

2. Date DDD/MM/YYYY
3. General

3.1 Description of

Department

3.2 Details of any
significant changes in
department

3.3 Period and scope of
Audit

describing the scope of the audit and the authority under which it will be
conducted including any other reporting requirements if any. This shall also
include include details of the audit team members and planned days

3.4Internal/ External
Environment affecting the
department

e.g. parliamentary/ Legislative directive, relevant laws and regulations effecting
the entity, organisation set-up and sources of funding, Core function or nature of
entity

4. Risk Assessment of
Auditable
Areas(Applicable for High
Risk Department)

As part of planning event, we have carried out the Risk Assessment of Auditable
Areas as per Tier Il of Risk Based Internal Audit and following auditable areas to
be audited t :

Auditable Area

Nature of risk| Extent of Check

. assessed

Level of Risk

Eg - Significant
recruitment in last

EstEblisRmant High/Medium/Low

Expenses 2 years
Grants High/Medium/Low
etc.. High/Medium/Low

For each of the Auditable Areas Area, Audit team will select the transactions to be
audited as per GO

5. Understanding of
control environment:

6. Risk Assessment of
Units to be audited

As part of planning event, we have carried out Risk Assessment of Units as per
Tier 1l of Risk Based Internal Audit and have categorisation Units into high risk,
medium risk and low risk. We have categorised the unit as follows:

7 . Detailed audit
approach

Detailed approach and program

Prepared by:
Name:

Designation:
Date:

Reviewed by:
Name:
Designation:
Date:
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