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1. Key Auditable Areas Selected for Audit : At least 60% of transactions in terms of Value or

volume to be verified from the total population

of the selected areas. The above extent of

check is indicative and an auditor may increase the same based on their professional

judgment and findings during the audit.

2. For Remaining Key Auditable Areas: The decision regarding the audit of the other remaining

key auditable areas and the extent of check shal
professional judgment and findings during the a
Annexure as per Category B department for
checking for this year

fAuiia fFT av § (Fe@as 01 F 3ER)

Stepl: Extraction of Transactions Report: The audit team shall first extract the total
expenditures report of the audit unit to be audited
Step 2: Percentage of Transaction to be selected for Audit : The process for selection of

| be decided by the auditor based on their
udit. The auditor may take guidance from
the transaction’s selection and extent of
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transactions and the extent of checking for the key auditable area of units under such departments.

The extent of check mentioned in Annexure is indicative and an auditor may increase the same based

on their professional judgment and findings during the audit
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Annexure No.1

Steps And Sampling For General Internal Audit

Audit Execution

This is the stage where internal audit plans are executed, and observations are noted through application
of internal audit procedures. The purpose of audit execution is to ensure completion of the internal audit
and gather sufficient, appropriate internal audit evidence to reach a conclusion on each of the objectives
identified in the Internal Auditing Planning Memorandum. The Internal Auditor should execute all the tasks
on the basis of Internal Auditing Planning Memorandum prepared

As per the International Standards for the Professional Practice of Internal Auditing (Standardg
issued by IIA:

1200 - Proficiency and Due Professional Care
Engagements must be performed with proficiency and due professional care.
1210 - Proficiency

Internal auditors must possess the knowledge, skills, and other competencies needed to perform their
individual responsibilities. The internal audit activity collectively must possess or obtain the knowledge,
skills, and other competencies needed to perform its responsibilities.

1220 - Due Professional Care

Internal auditors must apply the care and skill expected of a reasonably prudent and competent internal
auditor. Due professional care does not imply infallibility.

2050 — Coordination and Reliance

The chief audit executive should share information, coordinate activities, and consider relying upon the
work of other internal and external assurance and consulting service providers to ensure proper
coverage and minimize duplication of efforts.

Interpretation:

In coordinating activities, the chief audit executive may rely on the work of other assurance and
consulting service providers. A consistent process for the basis of reliance should be established, and
the chief audit executive should consider the competency, objectivity, and due professional care of the
assurance and consulting service providers. The chief audit executive should also have a clear
understanding of the scope, objectives, and results of the work performed by other providers of
assurance and consulting services. Where reliance is placed on the work of others, the chief audit
executive is still accountable and responsible for ensuring adequate support for conclusions and
opinions reached by the internal audit activity.

Following are the steps is to be followed in audit execution stage:

1. Entry Meeting

2. Update/Revision of Audit Planning Memorandum

3. Select of Transaction to be Audited (Risk Assessment Process)
4. Work Distribution among the team members
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5. Audit of Transaction Selected
6. Audit Analysis and Evaluation
7. Issuance of Half Margin Memo
8. Exit meeting

= . :'
8- 20 _
'\ fik A ' Ji Pl
: Update of Planning Selaction of Transaction )y s
. Entry Maeting Memorandum (Tier V) Worlk distribution
f Pn‘of fo commencing the Based on the entry Selection of transaction Distribution of the work
audit field work, the audit meeting, any update or to be audiled and the among the team
team should meet with changes required shall extent of cheque based member
the audit unit's head and be made in planning on the Tier IV risk
key officials memaorandum assessment process

B0l g
(¥
Audit ol transaction Audit Analysis & !
selected Evaluation Issuance of HMR Exit Mesting
Audit of transactions Findings have been Audit memo for seeking Exit meeting shall be
selected based on the properly analyse, clarifications from the held on the last day of
; assertions in auditing evaluated and recorded audit unit regarding any audit for discussing the
observation/document key findings and
observations of audit

The figure below shows the flow chart of steps under the Audit Execution

1.Entry Meeting — Audit Entity Level

The purpose of the entry meeting is to establish effective communications between the audit team and
the audit unit at the beginning itself. The entry conference meeting will be held after completion of
individual audit unit planning and before commencement of actual audit work at the field. The entry
conference meeting will be held among the audit team members, audit unit's head and key officials of the
audit unit being audited. During the entry conference meeting the audit coordinator from audit unit shall be
identified. The entry conference meeting will facilitate to build a good relationship between the audit team
and official of the audit unit. Following are the main points which shall be discussed in the entry
conference meeting.

1.1 Objectives and Scope of Work

There should be clear communication about the objective and scope of the audit with emphasize on the
fact that the purpose of the audit is to assist management by providing analysis, appraisals,
recommendations and information in respect of their activities.

1.2 Seeking Inputs and Co-operation from Audit Unit

Discuss and seek inputs on problem areas where the auditors can be of assistance to audit unit. Careful
consideration must be given to any suggestions and reguests to ensure that there is need of audit
attention. Inquire about working hours, access to records, available work area for participating auditors,
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thg audit unit's work deadline and any other information which would help schedule the audit activities to
fit into the office routine with minimal interruption to the audit unit's routine activities.
1.3 Audit progress

Establish a clear understanding with the audit unit and regularly update them regarding audit progress
and findings. |
1.4 Audit Findings

Discuss how the audit findings will be handled, e.g. resolution of minor findings, the discussion of all
findings on a con-current basis to enable audit unit to take timely and corrective action and other actions
relating to closing meeting etc. and also discuss the status of prior audit findings.

1.5 Debriefing and reporting

The audit team shall discuss the procedures for verifying and reporting the audit findings with the audit
unit. Immediately after the entry meeting the audit team shall submit a preliminary list of records required
for execution of internal audit.

One team member of audit team shall be assigned to fill up all the details of the entry meeting into OAMS
under entry conference tab which shall be duly approved by both the parties.

OAMS Functionality: In OAMS, under entry conference tab, the audit team fills all necessary details
 relating to audit units like head's name of department, period of audit, last audit time and period, audit start!
! date, audit end date, audit month, auditee name, moabile number of concerned officials etc. ]

2. Update of Planning Memorandum

In case any new/revised information comes out during the entry meeting, the audit planning memorandum
prepared by in the audit planning stage shall be reviewed and updated for effective conducting of internal
audit.

OAMS Functionality: After the entry conference meeting, the audit team need to revise the audit:
: planning memorandum to include any further relevant information which may affect the execution::
 strategy. ‘

3. Selection of Transactions to be Audited

The risk assessment process shall be carried out by the audit team for identifying the transaction and
finalizing the extent of checking to be carried out

If all the information is available, respective audit team shall conduct the risk assessment process at audit
planning and preparation stage. However, in case of non-availability of information, the risk assessment
process shall be done after entry meeting. The process of risk assessment shall be different in following
two scenarios:

4. Scenario 1: Tier IV risk assessment process for units under Category A

4.1 Step 1: Extraction of Transactions Report
The audit team shall first extract the total expenditures report of the audit unit to be audited

Step 2: Percentage of Transaction to be selected for Audit

The approach to be followed for extent of check of transactions to be audited by the audit team is as
under:
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1. Key Auditable Areas Selected for Audit as per Tier -ll: At least 60% of transactions to be
verified from the total population of the selected areas. The above extent of check is indicative

and an auditor may increase the same based on their professional judgment and findings during
the audit.

2. For Remaining Key Auditable Areas: The decision regarding the audit of the other remaining
key auditable areas and the extent of check shall be decided by the auditor based on their
professional judgment and findings during the audit. The auditor may take guidance from
Annexure for the transaction’s selection and extent of checking for this year .

4.2 Scenario 2: risk assessment process for units underCategory B and C

Step1: Extraction of Transactions Report
The audit team shall first extract the total expenditures report of the audit unit to be audited
Step 2: Percentage of Transaction to be selected for Audit

The process for selection of transactions and the extent of checking for the key auditable area of
units under such departments. The extent of check mentioned in Annexure is indicative and an auditor
may increase the same based on their professional judgment and findings during the audit..

Note:

The above process is suggestive, and extent of check shall be kept dynamic wherein auditor shall apply
their professional judgment while selecting a transaction for audit.

For Works and Revenue Departments, the selection of Transactions/Contracts will be done in accordance
to Methodology suggested in their Respective Works and Revenue Internal Audit Manual.

5. Work Distribution among the Audit Team Members

|—As per the International Standards for the Professional Practice of Internal Auditing (Standards)
issued by lIA

IIA Standard 2030 Resource Management

The Chief Audit Executive must ensure that internal audit resources are appropriate, sufficient and
effectively deployed to achieve the approved plan

Interpretation

Appropriate refers to the mix of knowledge, skills and other competencies needed to perform the
engagement. Sufficient refers to the quantity of resources needed to accomplish the plan. Resources are
effectively deployed when they are used in a way that optimizes the achievement of the approved plan

Based on the understanding about the department, the audit team leader shall divide the audit work
among the team members and according to the work distribution they should proceed with the internal
audit. For example, one team member may take up verifying cash book, Treasury bill register and
reconciliation with treasury and the bank; another might start checking the establishment expenditure. The
audit team leader should take up more significant items along with supervision of other team members.
The work distribution should be recorded and kept with the working papers.
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OAMS Functionality: The work distribution shall be done by the team leader through OAMS under the
! work distribution tab. The audit team members can view the works assigned to them through OAMS only. ':

a. Audit of the Transaction selected

As per the International Standards for the Professional Practice of Internal Auditing (Standards) issued by
lA.

2300 Performing the Engagement

Internal auditors must identify, analyses, evaluate and document sufficient information to achieve the
engagement's objectives.

The audit team shall carry out the internal audit of transactions selected in step 3 (8.3 above) which
involves examination of supporting documents and occurrence of transactions. Audit Team has to ensure
that transactions are recorded in timely manner after proper verification and under the appropriate Head
of Account. All the transactions should be approved by the competent authority.

The transactions shall be audited based on the assertions in auditing. Assertions are used by the
internal auditor to form basis for:

Considering the different types of potential misstatements that may occur;

Assessing the risk of material misstatement;

Designing further audit procedures that are responsive to the assessed risks.

The following five items are classified as assertions related to transactions:
Existence/Occurrence
Completeness
Accuracy
Cut-off
Classification

These audit assertions are explained below with suitable examples for better understanding of the
concept.

Assertions Explanation = b Example: Procurement

Existence/ This assertions states that the | Whether Notice Inviting Bid was published
Occurrence | transactions recognized or recorded have | in the procurement portal with all the
occurred and relate to the specific audit | information as per Uttarakhand
unit or department Procurement Rules, 2017.

Completeness | This assertions states that all transactions Check whether any documentation is
that were supposed to be recorded have | maintained for evaluation of financial bids
been recognized in the books, registers or | (scoring sheet).

documents.

Accuracy This assertions states that all transactions | Check whether bid security or performance
have been recorded accurately at their | security are collected and recorded
appropriate amounts. correctly in the books of accounts at their

appropriate amount. |
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Assertions Ekplan'atii:ﬂ Example: Procurement

Cut-off This assertions states that transactions | Check whether the entire procurement
have been recognized in the correct| procedure was recorded appropriately in
accounting period. the accounting period when it was

occurred.

Classification | This assertions states that transactions | Check whether the procurement that is
have been classified and recorded within | made, is correctly accounted under the
the correct heads i.e. major and minor | head, where budget for the same was
head allocated for that purpose.

Daily Diary

The audit team members shall maintain the record of their daily working in the daily diary. During internal
audit, each audit team member is required to keep an account of work done by them. Such a diary shall
be kept date wise and should include the following:

Name of auditor

Name of audit unit

Audit Team number

Number of working days allotted

Date of commencement of audit

Period of audit

Date of allocation of work

Number of hours worked on audit (work allocation wise)
Area of work allocated by audit team leader

Progress made during the day.

The audit team leader shall review the daily dairy of team members and provide appropriate comments.

.................................................................................................

6. Audit Analysis and Evaluation

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

2310 Identifying Information

Internal auditors must identify sufficient, reliable, relevant and useful information to achieve the
engagement’s objectives

2320 — Analysis and Evaluation:

Internal auditors must base conclusions and engagement results on appropriate analyses and evaluations

Upon completion of the fieldwork, auditors shall ensure that all the necessary evidence to support findings
have been properly analysed and evaluated. Audit observation shall be clear, providing sufficient
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. information and clearly addressing the criteria of the internal audit engagement. Audit evidence should be
supportive to the audit observation and should have been cross-referenced in Half margin Memo to
demonstrate that the internal auditor has identified, analysed and evaluated sufficient information to
achieve the audit engagement objectives before issuing any audit observation.

Throughout the Internal Audit, the auditor shall have discussions with the staff of audit unit to review
observations findings and potential recommendations. This would help in ensuring that all pertinent
information has been considered in developing conclusions and also provides an opportunity to the Audit
Team and the Audit Unit to work together in developing potential solutions for the identified deficiencies.

7. lIssuance of Half Margin Memo

During the audit analysis and evaluation, audit team might come across various issues/findings for which a
clarification is required from the audit unit. Such information is asked by issuing Half Margin Memo to be
created through OAMS and send to the audit unit for reply.

Half margin memo is prepared by the audit team member during the audit for (i) seeking clarification from
the audit unit regarding any observation or (ii) requirement of any information or document.

Therefore, the Half Margin memo is classified as follows:
Information memo: is used to obtain additional information or documents from the audit unit
Observation memo: is used where preliminary audit indicates that a draft para can be made
Information Cum Observation Memo:

HMM created by team member shall be reviewed and approved by team leader before sharing it to the
audit unit. HMM shall be approved or rejected by the team leader only once and the HMM created by team
leader shall be sent directly to audit unit. There could be following scenarios:

If HMM is approved by the Audit Team Leader: The Half Margin Memo shall be sent to the audit
unit for seeking response. The timeline for providing response against Half Margin Memo is three
working days starting from the date of issuance of such Half Margin Memao.

The auditor is required to evaluate the response provided by the audit unit on each Half Margin
Memo and accordingly take necessary actions. Following are the two outcomes of a Half Margin
Memo:

e Resolved Half Margin Memos- In case audit unit provides a response, which is satisfactory as

per the auditor, then Half Margin Memo shall be resolved.

e Un-resolved Half Margin Memos-
o In case audit unit fails to provide response within stipulated time, then Half Margin Memo
shall be treated as un-resolved and shall be converted into para.
o In case audit unit provides a response, which is not satisfactory as per the auditor, then HMM
shall be treated as un-resolved and shall be converted into audit para.
If HMM is not approved by the audit team leader: It shall be sent to the audit team member again
along with the comments (reason for rejection) for necessary corrections, and the same will be

OAMS Functionality: Half Margin Memo (HMM) are created on OAMS by team member and approved by the team
' leader and on submission an automatic intimation is sent to the identified auditor and coordinator of audit unit through

: SMS and email for reply.

HMM once created and submitted to audit unit, cannot be edited. The audit team can add sub HMM for any additional
! point or for addressing the reply received from audit unit. However, all the HMM must be either closed as resolved or
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| converted into draft paras in OAMS. Information HMM has to be closed and any discrepancy or limitation faced shall !

| be mentioned in the audit report.

; upload all the documents on OAMS which supports the resolving of audit HMM.

’. Audit unit has to respond to the HMM within 3 working days. Along with the reply, the audit unit has also to;

: In case of non-reply or unsatisfactory reply, the HMM would be converted into draft para by audit team. Based

8. Exit Meeting

Once the audit team complete the audit execution, it would interact with audit unit for discussion on the
conclusion drawn on the audit findings. The audit team leader together with other team member is
responsible for scheduling the exit conference meeting with the audit unit's head or his/her authorised
representative prior to last date of fieldwork to provide an opportunity to them for any providing clarification
on audit findings. The purpose of the exit conference meeting is:
To Inform the head of the audit unit about the audit findings (discuss the unresolved half margin
memo issued during the audit period / uncorrected misstatement, which have been included in the
half margin memo) and reporting process,
To obtain management response on the half margin memo and recommendation made along with the
reason thereof,
To provide reasons for acceptance or rejection of responses received on the half margin memo,
To provide adequate guidance about corrective actions to be taken against each half margin memo
and also provide guidance about their rights and available remedies,
To apprise audit unit that in case of non-submission or reply to the HMM, the same shall be
converted into draft para and included in the internal audit report

Points to be discussed in exit meeting:
Observations and findings of internal audit on each issue, matter, segment and comments of the
audit unit thereon.
Reasons for acceptance or rejection of those comments.
Shortcomings/lapses in accounts and suggestion of internal audit thereon.
Remedial action/follow-up action to be taken by the audit unit.
Suggestion for improvement in the accounting, financial management and general performance of the
audit unit.

One audit team member should be assigned to document all discussion during the meeting on OAMS.
The audit team should prepare and circulate minutes of the meeting through OAMS to the audit unit
personnel who were present during the meeting. The minutes of exit conference meeting which shall be
duly approved by both the parties..

: OMAS Functionality: Under the exit conference meeting tab on OAMS, audit team leader has to enter all;
! the details of exit meeting such as meeting starts and end date, name and designation of participants etc. |
The exit conference meeting template also includes major queries raised and discussed held during the:

. exit conference meeting.
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2. Audit Reporting

The steps that are to be followed for reporting the findings under an internal audit engagement. The
chapter has been divided into the following sections:

s« Conversion of HMM into draft audit para
» Preparation of Draft Internal Audit Report

¢ Review, approval and issuance of Draft Internal Audit Report

As per the International Standards for the Professional Practice of Internal Auditing (Standards) issued by
A;

2400 - Communicating Results

Internal auditors must communicate the engagement results.

2410 - Criteria for Communicating

Communications must include the engagement's objectives and scope and results

2410. A1 — Final communication of engagement results must, where appropriate, contain internal auditors' overall
opinion and/or conclusions as well as applicable recommendations and/or action plans. Where appropriate the
internal auditor's opinion should be provided. An opinion must take into account the expectations of senior
management, the board and other stakeholders and must be supported by sufficient, reliable, relevant and useful
information

Interpretation:

Opinions at the engagement level may be ratings, conclusions or other descriptions of the results. Such an
engagement may be in relation to controls around a specific process, risk or business unit. The formulation of such
opinions requires consideration of the engagement results and their significance

2410. A2 — Internal auditors are encouraged to acknowledge satisfactory performance in engagement
communications.

2410. A3 — When releasing engagement results to parties outside the organization, the communication must include
limitations on distribution and use of the results.

2420 - Quality of Communications

Communications must be accurate, objective, clear, concise, constructive, complete, and timely.
Interpretation:

Accurate communications are free from errors and distortions and are based on underlying facts.

Objective communications are fair, impartial, unbiased and are result of a fair-minded and balanced assessment of
all relevant facts.

Clear communications are easily understood, logical, avoids unnecessary technical language and provides all
significant and relevant information.

Concise communications are to the point and avoid unnecessary elaboration, superfluous detail, redundancy and
wordiness.

Constructive communications are helpful to the client and the organization and lead to improvements where
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needed. Complete communications lack nothing that is essential to the target audience and include all significant
and relevant information to support recommendations and conclusions.

Timely communications are opportune and expedient, depending on the significance of the issue, allowing
management to take appropriate corrective action.

Audit reporting is the phase where the auditors prepare the audit report based on the findings noted
during the audit and interaction carried out with the officials of the audit unit. Audit reporting starts with the
conversion of unresolved Memo into draft para and preparation of a draft Internal Audit Report. The steps
to be

followed
in the
audit il o s

2 Conversion of F’re_par:_atlon of ) ' Review, approval
reportin | HMM into draft Diaft Internal. - | andissuance of

t . para L Audit report. ' Draft intemal

1S o oy
provide

d in the figure below:

1 Conversion of Half Margin Memo into Draft Audit Para

2.1 Conversion or Dropping of HMIM

Based on the response submitted by the audit unit, the audit team either drops the HMM or covert the
same into draft audit para. In case of non-reply or unsatisfactory reply, the HMM shall be converted into
draft para by the audit team.

The HMM converted to draft para by audit team member shall be sent to the audit team leader for
approval. The audit team leader shall either approve, reject or return the draft para to team member for
making necessary changes. The rejection or return of the HMM by team leader shall be done only once.

OMAS Functionality: Creation of Draft Audit Para from Half Margin shall be done through the functionality provided
. on OAMS . All the half margin memo (HMM) must be either closed as resolved or converted into draft audit paras in
| OAMS. There can be following two types of situation: '

! 1f Audit Unit answer is satisfied, then half margin memo (HMM) is drop or closed as resolved. OAMS functionality
Half Margin - Drop/ Not Converted into Draft audit para :

! If Audit Unit do not reply or answer is not-satisfactory, then half margin memo (HMM) is converted into Draft Audit

2.2 Categorization of Para
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The audit team need to classify the audit paras/observations into Serious or Non-serious irregularities.
The observation shall also be categorized based on the Key auditable Area to which it pertains. The
categorisation of paras shall be based on the following:

2.2.1Serious and Non Serious Para

Serious Para: All major observations involving major lapses or loss to government department shall be
categorized as serious para. Some examples of serious para are mentioned below:

Fraudulent withdrawal from treasury/ government bank accounts
Bogus payment and non-payment to beneficiaries
Misappropriation of cash and stocks

Any excess payments

Irregularities in procurement involving excess or illegal payments
Loss in revenue and fee realization

Embezzlement of funds

Irregularities in revenue and fee collections and utilizations

Any un-authorized expenditure.

Non-Serious Para: All other observations other than the serious observation shall be categorized as non-
serious para.

2.2.2 Categorization of observation based on Key Auditable Area audited

The categorization of the para shall also be done based on the key auditable area related to which such
observation is made. Further, if required, a sub-categorization to each observation shall be added based

on the sub-area of the Key auditable area to which such observation pertains to.

| OMAS Functionality: The categorization or sub categorization of the para shall be done through OAMS. All the
! type of categorization shall be pre-fed in the OAMS and auditor shall select the relevant category while converting !

2.3 Preparation of Draft Internal Audit Report

An internal audit report is @ written document, which formally communicates the results of the internal
audit to the audit unit. Internal Audit report is the final deliverable of audit process which reflects the
quality of audit. Hence, auditor should take utmost care in drafting their report. The draft internal audit
report prepared shall include the response received from audit unit during the audit execution phase.
There shall be two levels of audit reports to be submitted:

2.3.1 Internal Audit Report issued to Individual Audit Unit

The audit team leader shall consolidate all the para converted or created post completion of the internal
audit and prepare the draft internal audit report which shall be issued to the audit unit post necessary
review and approval. The Internal Audit report for individual unit consists of six sections. Refer Annexure
20" for format of Internal Audit report — Individual Unit. The key elements of the audit report for the
individual unit is provided below:

Elements in the Internal Audit Report

Report Section Contents

Part I: General Information
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Profile

This section will provide a brief description about the following to provide a background and
serve as an introduction:

Audit Unit’s Profile: It shall include name of the department, address, contact no, email-
id, name of head of the department, period of audit conducted, name and designation of-
HoD senior accounts person, DDO (Gazette and non-gazette), name of accountant,
cashier, store-keeper for fixed asset and consumables etc.

Auditors Profile: It will include name and contact details (email and phone no.) of the
internal audit team who conducted the audit

Audit Profile: It will the state audit period or cycle and duration of audit.

Part ll: Scope of Audit

Scope of Audit

In this section, auditors shall detail out the scope of internal audit to be conducted. The
Internal Auditor's shall mention the scope of internal audit, coverage of internal audit and risk
assessment process adopted. This section specifies the internal audit plan or methodology
adopted by the auditors depending on the risk involved, details of the process followed, and
parameters used for risk assessment.

Part lll: Observatio

ns and Conclusions

Transaction
Review, Serious
Observation and
Nan Serious
Observation

In this section, observations of Internal Auditors shall be detailed out categorizing
observations into Serious and Non Serious.

This section shall cover all major irregularities noticed during the course of internal audit and
consequences for non-compliance of the same viz. Fraudulent withdrawal from treasury/
bank accounts, misappropriation of cash and stocks, any excess payments irregularities in
procurement involving excess or illegal payments, cases of loss in revenue and fee
realization, fee collections and utilizations or any un-authorized expenditure.

The Internal Auditors shall report the observations on any other irregularities noticed while
conducting internal audit on each item of verification like: physical verification of cash, stock,
receipts, payments, contracts, stores, procurement, budget and actual review, or any other
irreqularities that comes across during audit, etc.

The Internal Auditor shall also provide the necessary recommendations, if any, with respect
to each para.

Part IV: Recomme

ndations

Recommendations

This section includes key analysis and recommendations that an Internal Auditor may include
on the overall performance of the audit unit.

The Internal Auditor shall also provide the necessary recommendations for the lapses noticed
during the internal audit and list of the areas needing improvement.

Part V : Previous a

udit compliance

Pending paras of
AG and DoA

In this section, the Internal Auditors shall provide the status of previous Audit Observations,
Audit Objections and Compliances. (DOA and AG Internal audits). '

Part VI: Follow-up

Audit follow-up

This section shall include Status Report of the follow up actions taken by the department to
the Previous Internal Audit Report/AG Report. Generally, only pending paras is to be
highlighted in this section along with the revised action plan and due date, so as to enhance
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| the follow-up mechanism.

Part VII: Limitation

Limitation The auditor shall provide the limitation faced by them during carrying out the internal audit.

2.3..2 Integrated Internal Audit Report issued to Department

The main objective of the annual consolidated internal audit report is to highlight the key and common
issues faced by various units of the same department to the senior management. The consolidated report
shall provide an executive summary which provides an overview of the key findings and observations
during the audit of selected high risk key auditable areas. The annual consolidated internal audit report
shall aim to highlight issues and challenges which might not be resolved at the unit level and may need
intervention from the top management of department (Concerned Secretary or Head of the department)
such as contradiction in the provisions of various applicable rules, weak internal controls, ambiguity in the
application & implementation of rules, outdated process, delays in approvals etc. This report shall provide
a consolidated and macro level view to the top management of the department about the various
activities being conducted and key challenges being faced by various units, which in turn would support
them in decision making process such as changes in policy, strategic long term planning efc.

The annual consolidated internal audit report shall be presented to the Secretary of the respective
department.

Qualities of Good Audit Report: this will be for both reports

The qualities of a good audit report are:
Complete
Accurate
Objective
Convincing
Clear
Concise
Constructive and
Timely

Further to the above, auditor shall perform the following checks:
Report should be concise, free of unnecessary detail
Contents in various sections i.e., executive summary, scope and audit observations are consistent
Report is logically presented and easily understood
Report is based on facts and is free from personal criticism
Acronyms are defined
Findings are worded constructively
Recommendations are directed toward achieving objectives and not step by step actions.
Report has proper spelling, grammar, and punctuation and is free of other surface errors.
Spacing is proper and consistent
Fonts and formatting are proper and consistent
Report addressee name and title are proper and correctly spelled
Names mentioned in ‘copy to’ columns are correct
Audit Report number and subject title are included on the report and are correct.
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..........................................................................................................................................

: OMAS Functionality: The audit report either for department or for individual unit shall be prepared through OAMS. :
The template/format of the audit report is pre-fed on the OAMS and audit team shall prepare the report online
: through OMAS only. Under OAMS, there is functionality under the which HMM can be converted directly to draft ;
para and also allows automatic populating of data including response from the audit unit. Further, with the help ofi
1 OAMS various data related to general information section such as name of audit unit, details of audit team, period of !
audit etc. are also pre-populated in the report. ;
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2.4 Review, Approval and Issuance of Draft Internal Audit Report

2.4.1 Internal Audit Report to Audit Units

The process flow for the submission, review, approval and issuance of an internal audit report for

individual audit is explained below can you please add their actions in the flow chart itself it will be very
good to read

2.4.1.1 Audit Team Member: Audit team members shall submit the draft para created for the audit work
allocated to them to team leader for review

2.4.1.2 Audit Team Leader: Along with the review of draft para submitted by team member, team leader
shall consolidate all the draft para created for the audit unit. Team leader shall either drop, edit or delete
draft para submitted by the team member on merit or advise them for making necessary changes. The
rejection or approval of the para submitted by team member shall be done only once. Post consolidation
of all draft paras, the team leader shall prepare the internal audit report in the pre-described format. The
draft internal audit report shall be submitted by team leader to their supervisor for review.

2.4.1.3 Supervisor: Therespectivesupervisor (Deputy director) shall review the draft internal report
submitted by the audit team leader. The supervisor shall either approve the report or return it to the team
leader for incorporating any changes, if required. Rejection or Approval of the draft internal audit
submitted by team leader shall be done only once by the supervisor. After approval of the draft internal
audit report, supervisor shall submit the same to expert committee for review and approval

2.4.1..4 Expert Committee: There shall be two expert committees namely

(i) Expert Committee for internal audit reports of audit units under High Risk Department and reports
submitted by external agencies
(ii) Expert Committee for internal audit reports under Medium and Low risk Departments

The above expert committee shall review the draft internal audit report submitted by the supervisors.
Meeting of expert committee shall be scheduled regularly based on the number of draft internal audit
reports submitted by the supervisors. If the expert committee finds any mistake/deficiency in the draft
internal audit report than the same would be returned to the concerned audit team for correction and
resubmission. Post the assessment and review of the draft internal audit report, the committee shall
approve the same and recommend for the issuance of the final internal audit report. Thereafter, with the
approval of the authorized officer in Finance Department and DoA (As applicable), the final internal audit
report shall be issued to the audit unit along with a copy to its head of department for compliance and
necessary action at their end. The composition of the expert committees is provided below:

Expert Committee for review of internal audit reports of audit units under High Risk Department
and reports submitted by external agencies

1 Joint Secretary, Audit Cell, GoUK

2 Supervising Officer, Directorate of Audit, Dehradun, Uttarakhand

3 Audit Officer, Audit Cell, GoUK
The internal audit reports reviewed and approved by the above committee shall be issued to the audit
units with the approval from Secretary, Finance, Uttarakhand
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Expert Committee for review internal audit reports under Medium and Low risk Departments

1 Additional Director/Joint Director, Directorate of Audit, Dehradun, Uttarakhand
2 Dy Director, Directorate of Audit, Dehradun Uttarakhand

3 Concerned Audit Team Leader

The internal audit reports reviewed and approved by the above committee shall be issued to the audit
units with the approval from Director, Directorate of Audit, Uttarakhand

' OAMS Functionality: All reviews, rejection, return or approval of report shall be done through OAMS.;
Separate log- in credential is be provided to all the stakeholders for review and issue of the reports. Thei
i draft audit report has to be prepared in OAMS within 14 days from date of the exit meeting. The Fnai
internal audit report shall be shared with the audit units and their HOD through OAMS.

2.4.1.5 The following are the indicative timelines for effective monitoring:

Action Time-frame

Submission of information sheet by audit unit | At least 15 working days prior to date of audit

Response to the Half Margin memo by audit

unit 3 working days from the date of issue of HMM

Exit meeting Immediately on completion of internal audit

Conversion of Half Margin Memo into Audit | Within 3 working days from the date of exit meeting
Para or in case the working days are less then till exit
meeting period

Review and Issue of Internal audit report by | Within 14 working days from the date of exit meeting
team leader to supervisor

Review, approve or reject the internal audit | Within 5 working days from the date of receipt of

report by supervisor report from team leader

Re-submission of internal audit report by team | Within 3 working days from the date of return from
leader in case returned by supervisor the supervisor

Meeting of Expert committee Bimonthly

Re-submission of internal audit report in case | 14 days from the return of the report by the expert
returned by expert committee committee

Issuance of the final internal audit report to the | Within 2 working days from the date of approval by
audit unit expert committee

2..5 Internal Audit Report to Departments

Post competition of audit reporting to all the planned individual audit units of a department, the DoA shall
appoint/select a team of auditors to prepare a consolidated annual internal audit report for such
department. The selection of the members in such team shall be based on the types of units audited by
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them in that financial year. Along with the team, DoA shall also appoint a supervisor for each team for
review of the quality and content of the report.

The selected team shall prepare the consolidated annual internal audit report for the department assigned
to them within 30 days from the finalization of internal audit reports of all the planned individual audit units
of that department. Post preparation of the consolidated annual internal audit report, the team shall submit
the same to the appointed supervisor for their review. The consolidated annual internal audit report for the
department shall be issued to the concerned Secretary within 30 days from the submission of the draft
report by the team to the supervisor,
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3 : Audit Documentation

This Chapter describes about the methodology for documentation of the work done by the auditors. The
chapter has been divided into the following sections:

1. Working Papers

2. Characteristics and qualities of good working papers

3. Review of working paper

4. Security and control of work papers

5. Audit Evidences and their collection

As per the International Standards for the Professional Practice of Internal Auditing (Standards) issued by
A

2330 — Documenting Information

Internal auditors must document relevant information to support the conclusions and engagement results.

Documentation of work done serves, both as a tool to aid the internal auditor in performing his/her work
and also as a written evidence to support the conclusions/finding included in the internal audit report.
Documentation of information shall be sufficient, competent, relevant and useful to provide a sound basis
for audit findings and recommendations.

Adequate documentation is important for several reasons such as:
Confirms and supports the internal auditors' report;
Increase the efficiency and effectiveness of audit;

Serve as a source of information for preparing reports or answering any enquiries from the audited
entity or from any other party.

Serve as evidence of the auditor's compliance with Auditing Standards.
Facilitate planning and supervision;
Provide evidence of work done for future reference;

Assist in conducting of external inspections in accordance with applicable legal, regulatory or other
requirements

Assist in conducting of quality control reviews and inspections

Retaining a record of matters of continuing significance to future audits

3.1 Working papers

Working papers are an important responsibility of the audit team. The working papers file should contain
all tests conducted, samples drawn, documentary evidence supporting the audit findings and
observations. These should be carefully numbered and cross referenced in the final report. Working
papers shall be kept in audit file for future reference and verification. The audit staff should ensure to
properly file all the working papers, number the pages, cross reference the papers where required, etc.
The term “working paper” in this context applies to both hard copy audit work papers and to files stored in
computer readable form.
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The audit file should contain a list of working papers referred / prepared during the course of audit and
generally consists of following:

Audit programme

Audit Schedule

Planning memorandum

Nature and purpose of the audit tests carried out and the results obtained.
Work allocation sheet among the audit party members

Previous Internal audit reports

Outstanding AG audit paragraphs

The financial information/statements of the audit unit

Physical verification reports of cash/stock and store etc.

Data relating to budget provision and actual expenditure for the period of audit
Audit evidences relating to key audit findings

Audit Memos issued and compliance received from the audit unit
Minutes of opening and closing meeting conducted

Draft Internal Audit Report

Daily diary maintained by the audit team

Names of audit personnel who carried out the audit work;

Dates when the audit work was carried out by the respective audit personnel;

Sources of the information / evidence obtained;
A standard method of filing working papers / documents is essential. The filing method should recognise
that documents fall into two categories:

those relevant to the audit of the entity generally;

those relevant only to the audit of the entity for a particular year of account.
The documents to which the auditor needs to refer each year should be placed in a permanent file. This
file should contain current information about the organisation itself, such as:

the authority for the audit

governing legislation and manuals

organisation chart and key personnel

descriptions of accounting systems, internal control environment

any other documents
The documents relevant to the audit of a particular year of account should be filed in a manner which
brings together related working papers in a series of folders (or in separate sections within folders).

OAMS Functionality: All the relevant working papers shall be uploaded in OAMS before finalization of the
. independent audit report.
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3.1.1Characteristics and qualities of good working papers

In order to standardize the internal audit working papers, the following information should be used for all
working papers:

Description of location/ period audited: Department/ Unit audited, and the audit period covered.

Tick marks: The auditor makes frequent use of a variety of symbols to indicate work that has been
done. These symbols are commonly referred to as tick-marks

Cross-referencing: Cross-referencing within work papers should be complete and accurate. Work
papers should be cross-referenced to the audit findings and audit programs

Indexing: The system of indexing audit working papers should be simple. A capital letter (A-Z)
should be used to identify each segment of the audit, and Arabic numerals (I, II, Il etc.) should be
used to identify schedules within the segments

Carry forward: The internal auditor should make full use of the working papers developed in the
previous audit. Those papers which remain useful should be made a part of the current working
papers.
Qualities of a good working paper are.
Completeness
Conciseness
Uniformity
Neatness

3.1.2 Review of working paper

An important part of the DOA's quality control program is a timely and thorough review of audit working
papers by the concerned officer at DOA or the team leader of the audit team. The purpose/objective of
working paper's review is to evaluate the adequacy of internal audit work performed and to determine if
the predetermined audit objectives have been met.

3.1.3 Security and control of Audit Working papers

Physical control: During the audit execution, audit working papers are the internal auditors' property
and should be kept under their control. The internal auditors should know exactly where the work
papers are kept during the conduct of the audit. All the working papers shall also be uploaded on
OAMS before the finalization of the report.

Storage procedures: The most recent set of audit working papers for each internal audit should be
kept in the DOA’s files area. Audit Working papers should be filed based on sequence of Internal
Audit Period and Internal Audit Number. Files removed or borrowed shall be recorded in the
appropriate column of the prescribed register maintained at the DOA's files area. All audit working
papers prior to recent one shall be shifted to the record room. This shall be the responsibility of
Establishment & Records section under the DOA.

Retention: Audit Working papers and reports shall be retained for at least 10 years from the date of
closure of the report. Retention of work papers shall be the responsibility of Establishment and
Records section under the DoA.
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3.2 Audit Evidences and their collection

As per the International Standards for the Professional Practice of Internal Auditing (Standards) issued by
HA:;

2310 - Identifying Information

Internal auditors must identify sufficient, reliable, relevant, and useful information to achieve the engagement's
objectives.

Interpretation:

Sufficient information is factual, adequate, and convincing so that a prudent, informed person would reach the same
conclusions as the auditor. Reliable information is the best attainable information through the use of appropriate
engagement techniques. Relevant information supports engagement observations and recommendations and is
consistent with the objectives for the engagement.

Audit evidence refers to information that an auditor collects for supporting his analysis, observation or
recommendation. It is important for the auditors to properly cross-verify the authenticity and accuracy of
the evidence.

3.2.1 Audit Evidence Characteristics

Audit evidence provides the foundation for any audit finding. It is therefore important that auditors
understand the nature of evidence and its critical role in the entire internal audit process. The more
important characteristics associated with good evidence are:
(i) Relevance refers to the relationship of evidence to its use. Questions that test the relevancy of
evidence include the following:
(a) Is the evidence related to such factors as background, condition, criteria, effect or cause?
(b) Does the evidence make an asserted finding, conclusion or recommendation more believable?

(i) Reliability refers to the appropriateness, soundness, trustworthiness or credibility of the sources of
information and the techniques used to obtain the information. Generally, evidence is more reliable if it
is obtained or developed from:

a) A credible independent source other than from the Audit Unit.

b) A good system of internal controls rather than that obtained from a source where such control is
weak or unsatisfactory.

c) Direct physical examination, observation, computation and inspection rather than indirectly.

d) Documentary rather than oral representations

e) Original documents rather than copies.

f) Testimonial evidence obtained under conditions where persons may speak freely rather than
testimonial evidence obtained under compromising conditions (e.g., where the persons may be
intimidated).

(i) Sufficiency relates to quantity. There should be enough factual and convincing evidence so that a
reasonably informed and unbiased person would agree with the auditor's findings and conclusions.
When considering the adequacy of evidence, the auditor should keep in mind that:

a) The audit is seeking reasonable, but not absolute, conclusions.

b) Incomplete data may result in inability to reach reasonable conclusions.

¢) Examination of extensive evidence may be uneconomical, inefficient and ineffective

d) Evidence should be reasonably representative of the population being reviewed or addressed

5.2 Techniques for Collection of audit evidence
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One of the most critical factors of any audit is to collect audit evidence in respect of the transaction/areas

that is being audited. Given below are some techniques to facilitate the collection of evidence during
internal audit.

Interviewing

Interviewing is an effective way of collecting information in respect of important and weak control areas for
the transaction/areas being audited. The following points need to be kept in mind in respect of
interviewing:
Fix a prior appointment: Considering that the auditor shall be meeting a senior officer of the
department, he/she should fix up an appointment prior to the meeting date and ensure that the officer
is able to spare the requisite time for the interview
Adopt a top down approach: For the assessment of the control environment it is necessary that the
auditors adopt a top down approach, meeting with the functional head and going down up to the
officers engaged in the function under audit at the respective locations. This approach leads to better
acceptability and wider coverage.
Keep the questions simple: The auditors should ask general questions, which are open ended in
nature like the following:
v" What are some of the key concerns you have in respect of your function?
Such questions encourage the audit unit to speak about his function and provide information to the
internal auditor.
Comparative Analysis

This involves comparing data, sometimes from various sources, to identify unusual trends or deviations.
Analytical review

This involves comparing results such as income, expenses etc., of the same department/audit unit from
period to period. It can also be used when evaluating changes in results that are dependent or affected by
other factors. For example, if the number of employees has increased from the last period, the payroll
costs should also go up in addition to the normal increase due to pay raise, inflation, etc.

Visual observations

A tour of the facilities of the department/audit unit to be audited may disclose material weaknesses in the
operations. Visual observations also include scanning records and reports for unusual items.
Photographs

Photographs are taken to capture something which audit team have already observed. The photos should
be conveying and clear. Before taking photographs, the auditor shall inform in writing to the audit unit, that
audit team will be taking photos (need not specify time, date). Photos should be authenticated by the audit
unit as far as possible to avoid dispute.

Physical verification

The internal audit team should carry out physical verification in presence of representatives of audit units
and should document the findings on the same date.
Other types of evidence

Copy of an external but authoritative record

Print out of an electronic database / web page

Extract from an authentic report/book

Result of a survey conducted by audit/ another agency

Analysis of data
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OAMS Functionality: All the relevant evidence shall also be uploaded on the OAMS and shall bei
i maintained in the repository ;

Steps And Sampling For Work Audit: Public Works Department,
Irrigation Department , Minor Irrigation And Regional Engineering
Service

Audit Execution

Audit Execution is the stage where audit plan which is prepared in the previous stage is executed through
audit engagements and observations are noted through systematic application of audit procedures.

Following are the steps that should be followed to conduct a works audit

Entry Meeting

Update/Revision of Audit Planning Memorandum
Risk assessment

Work Distribution among team member

Audit of the contracts/works and stores, as applicable
Audit Analysis and Evaluation

Issuance of Audit Memo (Half Margin Memo)

Exit Meeting

coi=l OOy B GaT R =t

The section 6 of Uttarakhand Audit Act, 2012, provide the authority and power to the auditor to obtain all
necessary information and records, as the auditors may think fit, required for the purpose completing
audit engagement. Section 7 of the Uttarakhand Audit Act, 2012, provide the provision for imposing
penalty on audit unit for disobeying or not meeting the requirement provided by auditors under section 8
of the Uttarakhand Audit Act, 2012.

The detailed steps to be undertaken in audit execution shall be referred from General Internal Audit
Manual. In this section, the specific considerations related to audit execution for a works departments is
elaborated:

1. Entry Meeting
2. Update/Revision of Audit Planning Memorandum

3. Risk assessment

The risk assessment process is carried out to identify the contracts/transactions for which the selected
process/areas shall be audited at the audit unit level. The risk assessment process) shall be completed in
the audit planning & preparation stage post receipt of all required information from audit unit. However, in
case of non-receipt of the desired information, the Tier - IV risk assessment process shall be carried out
after the entry meeting and obtaining of all the relevant data points.
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The methodology for risk assessment to be conducted in this stage

Scenario
Key Auditable Area Extent of Check
A) Procurement For selected Auditable Sub Areas under Tier Il risk assessment -To be
Management checked for contracts as per following table:
B) Contract Contract Category | % Contract to be checked/audited
Management A Category 100% of the Contract shall be audited
B Category 50% of the Contract shall be audited
C Category 20% of the Contract shall be audited
The details about the procedure to be adopted for categorization & selection
of contracts is mentioned in section 4.1
Note: The above extent of check is indicative, and an auditor may modify
the same based on their professional judgment and findings during the
audit.
For Remaining Key Auditable Area - The decision regarding the audit of the
other remaining key auditable areas and the extent of check shall be decided
by the auditor based on their professional judgment and findings during the
audit.
C) Management of | If selected as risky key auditable area:
Stores Detailed audit shall be carried out as per the audit program mentioned in 4.2
If not selected as risky key auditable area:
Detailed audit shall be carried in applicable cases as per the provisions
mentioned in
D) Payroll & For Key Auditable Areas Selected for Audit At least 60% of transactions to

Establishment

E) Training Expenses
F) Retirement benefits
G) Office Expenses
H) Revenue

1) Budget

J) Others (As
Applicable)

be examined from the total population of the selected areas. The above
extent of check is indicative, and an auditor may increase the same based on
their professional judgment and findings during the audit.

For Remaining Key Auditable Areas: The decision regarding the audit of
the other remaining key auditable areas and the extent of check shall be
decided by the auditor based on their professional judgment and findings
during the audit.

The audit program for these key auditable area shall be referred from general
internal audit manual.

Note: The extent of check mentioned in above process under Scenario is suggestive It shall be
kept dynamic wherein auditor shall apply their professional judgment while selecting a

transaction for audit.

4.1 Risk Assessment — Works
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The auditor shall carry out the assessment for various works/contracts of an audit unit to categorise and
select the works/contract for audit in the applicable scenarios explained above. The step wise risk-based
process for shortlisting and selecting of a contract/work to be audited has been explained below:

A. Scoring for a Works/Contracts

A.1 The auditor has to evaluate and rank each of the works/contracts, which were under execution or
completed or terminated in immediately preceding financial year. For example, if as per the quarterly
audit calendar, audit is to be conducted in October 2019, then the works/contracts which are under

execution or completed in the financial year 2018-2019 ending on 31° March 2019, shall be considered
for risk assessment

The parameters and the scoring matrix for assessment of works/contract is defined below:

The Contracts with value (as per the original contract) greater then INR 3.00 Cr. shall be considered
as A category contract.

For the contract's value less than INR 3.00 Cr. , the following matrix shall be adopted for

categorization:
1. Value of Value of contract as per initial contract Contracts of value in the 60%
Work accepted/ approved. following range:
Less than or Equal to INR 25
Lakhs: 3 Points
Greater than INR 25 Lakhs
but less than or equal to INR
75 Lakhs: 5 Points
Greater than INR 75 Lakhs
but less than or equal to INR
1.50 Cr.: 7 Poaints
Value greater than INR 1.5
Cr.: 10 Points
2. Complaints To check for any complaint for the works Yes: 10 Points 10%
as per the complaint register maintained by No: 0 Points
department
3. Legal To check for any legal case/arbitration for Yes: 10 Points 10%
Cases/ the works as per the complaint register No: 0 Points
Arbitration maintained by department
4. Past Audit Check whether the audit conducted for the No: 10 Points 20%
Conducted  works during the last audit Yes: O Points

A.2 The Scores shall be calculated for each parameters for all the contracts which shall be multiplied by
the respective weights of the parameter. The sum product of the scores and weights for all parameters of
a contract shall constitute the score for that contract. The formulae for the same is provided below:

Sct1= (P1x W) + (Pox W) + ....... + (Pnx W)
(W1 +Wa *....... Wp)

Where
Sis Score of the Contract
P, isscorefor the contract under respective parameters
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Wi, is the weight of the respective parameter

A.3 The auditors shall follow a dynamic approach while using above matrix for a different units or
different period by changing the combination of parameters used and/or changing the weightage for
parameters. However, the auditor shall not change the scoring method provided in the above matrix. The
auditor shall clearly define the parameters and their weightage used for scoring the contracts along with
rationale in the audit report.

A.4 Based on the scores generated, each contract/works shall be segregated into categories A, B and C
based on the scores.

A.5 To assist the auditors in conducting above process a suggestive MS-excel based template have
been prepared which the internal auditors may adopt to fetch information against each parameter for all
the works and calculate the score and segregate the works/ contracts in different categories.

B. Selection of Works/Contracts
B.1 Based on the scores generated for each works/contract, following categorization would be done for
the purpose of selecting the works/contract for audit:

% of the Works/Contracts to be selected

Score Range Category Tier-1l Applicable

- Selected Area Other Area
Works/Contracts with Score Greater than 7 A 100% Based on
and Works contract with contract value Professional
greater than INR 3.0 Cr. (as per original Judgement of
agreement) Auditor
Works/Contracts with Score Greater than 3 B 50% 20%
but less than or equal to 7 -
Works/Contracts with Score less than or C 20%
equalto 3

B.2 The above categorization may also be done a suggestive MS-excel based template. For categories
where works/contracts to be selected is less than 100% of the total works/contracts (eg. falling in B and C
category), an auditor can either use random sampling or select works/contracts with higher scores as
calculated at step A.2 above, ensuring the selection of required percentage of total works/contracts in the
respective category.

Note: In case the works/contracts is selected as per the above formula and results comes out to
be in an integer then the same shall be rounded off to nearest whole number

4.2 Risk Assessment - Stores
An auditor shall examine and pursue following issues in the stock register of store in a division or sub-
division:

Inventory level as fixed by divisional officer

Level of unserviceable & obsolete Items

Frequency of physical verifications by supervising officers & their comments.

Detailed audit of the store shall be conducted, if any of the following is observed as on the date of audit:
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o High inventory levels with total value of all the stores, tools and plants is greater than INR 1 Lakhs
as on date of audit
Physical verification not done in immediately preceding financial year
If result of physical verification for immediately preceding financial year indicates any defalcation /
losses above INR 10,000

4. Work distribution among audit team members

After completing the risk assessment process, the audit team leader shall divide the audit work among
the team members and according to the work distribution, the team members should proceed for
conducting the works internal audit. The work distribution can be done either on contract basis or
process/area basis and shall be decided by the team leader. The audit team leader should take up more
significant items along with supervision of other team members. The work distribution should be recorded
through OAMS and kept with the working papers. The format of work distribution is provided in the
General Internal Audit Manual.

5. Audit of the Contract/Works and Store selected

4.2.5.1 The audit team will carry out the audit of selected contracts/works and stores, as applicable,
which involves examination of supporting documents and occurrence of transactions.

4252 The auditor shall refer to applicable audit program based on the type of works unit to be audited
i.e. HoD, HOO or DDO as per their roles and involvement in various process life cycle of works

and management of stores.
6. Audit Analysis and Evaluation

7. Issue of Audit Memo/Half Margin Memo

8. Exit Meeting
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Transaction Selection and Verification Methodology

S. | Key Auditable | Object Head | Object Extent of Checking
No. | Area Sl e s Code .
o =i ANO S e T e .
_ SalEE Medium Risk Department | Low Risk Department
A Payroll and Salary/ Pay 1 (i) 100% of Service records | (i)100% of Service records of
Establishment Wages 2 of employees related to employees related to Promotions
Expenses Dearness 3 Promotions and MACP and MACP (Modified Assured
Allowances (Modified Assured Career Career Progression Scheme) in
Other 6 Progression Scheme) in the preceding financial year of
Allowance the preceding financial year | audit.
Honorarium 7 of audit.
Dearness Pay 51 (i)100% of service records | (ii)50% of service records of
of employees retiring in the | employees retiring in the current
current financial year of financial year of audit.
audit.
(iii) 25% checking of New
(iii) 50% checking of New Appointment of employees in
Appointment of employees | accordance with Regulation of
in accordance with Appointment of the state.
Regulation of Appointment | (iv)Verifying the salary payments
of the state. of the employees 10% as per
their Grade-wise (i.e. A,B, C etc.)
(iv)Verifying the salary for the month of January of the
payments of the employees | financial year of audit
20% as per their Grade-
wise (i.e. A,B, C etc.) for
the month of January and
July of the financial year
of audit
Medical 27 20%- 30% of the total 10%- 20% of the total
Reimbursement expenditure including the expenditure including the month
month of highest of highest expenditure in the
expenditure in the financial | financial year
year
B Training Training 44 20%- 30% of the total 10%- 20% of the total
Expenses Expenses expenditure including the expenditure including the month
month of highest of highest expenditure in the
expenditure in the financial | financial year
year.
c Retirement Pension and 33 (i) 100% of the total (i) 50% of the total expenditures
benefits Gratuity expenditures for Gratuity for Gratuity and Pension.
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S. | Key Auditable | Object Head | Object Extent of Checking
No. | Area S asiichde '
| No R
; e | Medium Risk Department | Low Risk Department
Dearness 49 and Pension. (ii) 10% of the total expenditure
Pension (ii) 20% of the total for other retirement benefits
expenditure for other
retirement benefits.

D Grants in Aid Grants in aid 43 (i)Perform 40-50% i)Perform 20%-30 % checking of
for salary and checking of grant-in-aid grant-in-aid other than salary and
allowances etc. other than salary and allowances.

Grants for 35 allowances. (ilPerform 20%-30 % checking
creation of (ii)Perform 40-50% for Grant in Aid for salary and
capital assets checking for Grant in Aid allowances.
Grant in Aid 20 for salary and allowances.
| General At least Two Grants out of total
At least Four Grants out of | grants in the department.
total grants in the
department.
E Schemes(CSS/ | Central or State At least four Schemes out | At least two Schemes out of total
SSS) Sponsored of total schemes in the schemes in the department, of
Schemes department, of which at which at least two scheme should
least two scheme should pertain to Central Sponsored
pertain to Central Scheme
Sponsored Scheme.
F Procurement of | Computer/Hard | 46 (iYPerform 60% checking of | i)Perform 50% checking of
Goods ware/Software Procurement through Procurement through Tendering
Procurement of | 14 Tendering (iPerform 25% checking of
Staff Cars (iiyPerform 50% checking of | Procurement through Quotation
&Motor car Procurement through (iiiyPerform 10% checking of
Machinery and | 26 Quotation Procurement through Direct
Equipment's, (iii)Perform 10% checking Purchase (without quotation
[Tools and of Procurement through
Plants Direct Purchase (without
Drugs and 43 quotation)
Medicines
Material and 31
Supplies
Medicine and 39
chemicals
Hospital 40
equipment
Office Furniture | 12

and Equipment

Page 29 of 31




S. | Key Auditable | Object Head Object 5 Extent of Checking
No. | Area ks Code B
| No ' :
' Medium Risk Department | Low Risk Department
G | Procurementof | Payment for 16 (i)Perform 60 % checking (iyPerform 50% checking of
Services consultancy of Procurement through Procurement through Expression
and special Expression of Interest o_f Interest d .
seiicas ” _ (ii)Perform 25% checking of
(ii)Perform 50% checking of | Procurement through
Procurement through Outsourcing
Outsourcing (iiiyPerform 10% checking of
Procurement through Nomination
(iiiyPerform 10% checking
of Procurement through
Nomination
H Procurement of | Maintenance 28 1. Extent of Checking 50% | 1. Extent of Checking 30% to
Works Minor Works 24 to 60% for Major Works 40% for Major Works
(Excluding Major Works 25 2. Extent of Checking 40% | 2. Extent of Checking 25% to
Works to 50% for Minor Works 30% for Minor Works
pertaining to 3. Extent of Checking 30% | 3. Extent of Checking 10% to
PWD, Irrigation, to 40% for Maintenance 20% for Maintenance Works
Minor Irrigation, Works
PMGSY, RWD
Departments). Note : Major and Minor Works as
defined by Government of
Note : Major and Minor Uttarakhand from time to time
Works as defined by
Government of
Uttarakhand from time to
time
I Office Expenses | Travelling 4 20%- 30% of the total 10%- 20% of the total
Expenses expenditure including the expenditure including the month
Printing and 11 month of highest of highest expenditure in the
Stationery expenditure in the financial | financial year.
Transfer 5 year,
Travelling
Allowance
Electricity Dues | ©
Water Charges | 10
/ Surcharges
Expenditure on | 13
telephone
Maintenance of | 15
vehicles and
purchase of
petrol
Leave travelling | 45
allowance
Office 08
Expenses
Fare Tax and 17
Ownership Tax
Publication 18
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S. | Key Auditable | Object Head Object Extent of Checking
No. | Area W G ode 5 '
No_ :
¥ Medium Risk Department | Low Risk Department
Expenses
Advertisement, | 19
Sale & Publicity
Expenses
Running and 16
Maintenance of
Vehicles
Guest 22
Expenses
Food 41
Expenditure
Other 42
Departmental
Expenses
Maintenance of | 47
Computer/Purc
hase of
Stationery
J Scholarship and | Scholarship 21 20% of each scheme of the | 10% of each scheme of the
Stipend and Stipend department including the department including the month
month of highest of highest expenditure in the
expenditure in the financial | financial year :
year
K Plantation 10% to 20% of the Total 5% to 10% of the Total
Expenditure. Expenditure
L Subsidy Subsidy 50 30% to 40% of the total 10% to 20% of the total
expenditure expenditure
M | Others Secret service | 23 Perform checking as per Perform checking as per
expenditure applicable GOs or Rules applicable GOs or Rules issued
Suspense 50 issued time to time. time to time.
Inter Account 48
Transfer
suspense
Interest and 32
dividend
N Revenue (Excluding Revenues of 50% of the Total Revenue 25% of the Total Revenue subject
Excise, State-Tax, Land Revenue, subject to minimum of 35% | to minimum of 25% of total
Stamp Duty, Mining & Forest of total transactions transactions
Departments).
Q | Budget 5|
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