DE 5200 T @¢BIOHCOBINY
(PBTMDSHSHIND HAVIBHBTUIND HleNEISHSHEILD
DEPARTMENT OF MANAGEMENT AUDIT

fod, pRulom ow 50800 w.080m, AR B i & wppus QurgerTsry syfalmsiR MINISTRY OF FINANCE, PLANNING ANd

38025, SN FE ECONOMIC DEVELOPMENT

emg® 01 @aragiby 01 Colomba 01

Sed gaoa Ded ooy e[

amy Bo DMA/ADM/07/CIRCULAR Your No } Date} 2025.04.2. 8
203 B Hagl

My No

Management Audit Circular No: DMA/01/2025

All Secretaries to Ministries,
Provincial Chief Secretaries,
Heads of Departments,
District Secretaries.

Internal Audit Guidelines

This new circular is issued taking into consideration the Management Audit Circular No. DMA/01-
2019 dated 2019.01.12 issued by the Department of Management Audit , Provincial Internal Audit
Guidelines No. 01 dated 2020.08.26, subsequent amendments made to those circulars, and all the
various guidelines issued with the aim of strengthening the internal audit process. In this process,
some of the matters included in the aforementioned circulars and guidelines have been revised, and
in addition, guidance on new areas of concern observed in the audit and management committees
has also been included. When it comes to provincial councils and local government institutions, the
provisions of this circular must be followed subject to the provisions of the relevant constitution

and other written laws and regulations.

In accordance with sections 38 and 39 of the National Audit Act No. 19 of 2018, and Financial
Regulations (F.R.) 127 and 128 (Provincial Financial Rules in the case of Provincial Councils),
Chief Accounting Officers/Accountirg Officers are responsible for the financial management of
their Ministry/Provincial Council/Department/District Secretariat and other institutions under
them. They are also required to appear before the Committee on Public Accounts/Provincial
Commitiece on Public Accounts/Committee on Public Enterprises regarding their
Ministry/Department/District Secretariat/Institution/Provincial Council and Local Government

Institutions.
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To further strengthen the support provided by the Treasury to Chief Accounting Officers and
Accounting Officers in fulfilling this responsibility, the Department of Management Audit was
established as a Treasury Department from 2008.02.01, as per the Cabinet decision dated
2008.01.25, No. 08/0200/306/012.

As per section 40 (1) of the National Audit Act, an internal auditor must be appointed for the audit
entities mentioned in 41 (2) of the Act. The Department of Management Audit will provide the
necessary guidance to conduct internal audit activities efficiently and effectively in the

aforementioned entities.
01. Internal Audit

Internal audit is an independent, impartial, objective assurance and consulting activity designed to
add value and improve an organization's operations. It helps an organization achieve its objectives
by bringing a systematic, disciplined approach to evaluate and improve the effectiveness of risk

management, control, and governing processes.
1.1 Internal Audit Charter

The Internal Audit Charter is a formal document that defines the purpose, authority, responsibility,
and position of the internal audit function within the organization. The Internal Audit Charter
further includes provisions for the independence, reporting, code of ethics, and scope of internal
audit. The Chief Internal Auditor/Internal Auditor of all audit entities must prepare and obtain

approval for an Internal Audit Charter for their respective entity.
1.2 Independence of Internal Audit
The independence of internal audit is ensured under the following acts and regulations:

i. Section 33(1) of the Public Financial Management Act No. 44 of 2024
ii. Section 40(3) of the National Audit Act No. 19 0of2018

iii. Provision 134(1) of the Financial Regulations

Reporting directly to the Chief Accounting Officer/Accounting Officer/Governing Body creates a
formal functional existence necessary for providing impartial, unbiased judgment, free from
influences or conditions of other parties. As per subsection 33(1) of the Public Financial
Management Act No. 44 of 2024, the Chief Accounting Officer, Accounting Officer, or Governing
Body of a government entity that has appointed an internal auditor must ensure that the internal
auditor performs his duties independently and that the internal auditor is not assigned duties that

may create a conflict of interest.
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1.3 Goals and Objectives of Internal Audit

The goal of internal audit is to play a supportive role in improving the organization's operational

processes and enhancing its performance. The objectives of an internal audit are:

i. To ensure compliance with laws, regulations, policies, and procedures.
ii. To detect and prevent errors, fraud, and corruption.
iii. To evaluate and improve internal control systems.
iv. To protect assets by ensuring their acquisition, proper recording, physical existence, and
compliance with policies.
v. To maintain proper financial management/financial discipline.
vi. To ensure a comprehensive accounting system.
vii. To provide independent, impartial, and objective assurance regarding the organization's

operational activities. (Attention should be paid to F.R. 133(1)).
1.4 Scope of Internal Audit

The scope of the internal audit unit of an institution is specified in F.R. 133(2). Accordingly, the
internal audit unit is assigned the functions specified under F.R. 133(2)(a) and (b) to assist the

Accounting Officer and the Progress/Monitoring Committee in relation to the following functions:

i. Assessing the adequacy of the existing internal controls and internal checks over the
financial operations of the department.

ii. Monitoring the progress of work programs and projects.
1.5 Appointment of Internal Auditors

According to subsection 40(1) of the National Audit Act, an internal auditor must be appointed for

each auditcd entity mentioned in subsection 41(2) of the Act.

i. An internal audit division headed by a Class 1 officer of the Sri Lanka Accounting Service,
under the direct supervision of the Chief Accounting Officer/Accounting Officer, must be
established for all Ministries, Provincial Councils, and District Secretariats.

ii. An internal audit division headed by a Class 1 officer of the Sri Lanka Accounting Service
should also be established for central government departments/special expenditure units as
appropriate, considering factors such as allocations made through the annual budget, staff,
and the scope of the institution.

iii. The internal audit unit of other central government departments/special spending units

should be established under a suitable officer of the Sri Lanka Accounting Service.
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02.

2.1

iv.

In accordance with Sub section 40(1) of the National Audit Act, a suitable auditor should

be appointed for other institutions as mentioned in 41(2) of the act.

Audit and Management Committees

Establishment, Composition, Objectives, Functions, and Quorum of Audit and

Management Committees

i. In accordance with 41(1) of the National Audit Act, for every audited entity mentioned in

iv.

subsection 41(2), the relevant Chief Accounting Officer, Accounting Officer, or relevant

governing body must establish an Audit and Management Committee to assist them.

. The composition of the Audit and Management Committees relevant to each institution

should be as per Annexure 01.

These committees must be conducted with the participation of the Ministry
Secretary/Provincial Chief Secretary/Head of Department/District Secretary at all times to
ensure that actions are taken in accordance with subsections 41(1)(a) and (b) of the

National Audit Act.

a) Personal attention of the Ministry Secretary/Provincial Chief Secretary/Head of
Department/District Secretary should be paid to the efficient functioning of the
Audit and Management Committees.

b) Attention should be paid to the audit reports of the Chief Internal Auditor/Provincial
Director of Internal Audit/Internal Auditor and the Auditor General regarding their
institution at the Audit and Management Committee.

¢) Important management issues related to the introduction of adequate control
systems should be discussed, and immediate corrective and preventive measures
should be taken to address existing problems. The recommended role for Audit and
Management Committees is specified in Annexure 02. Systematic Audit and
Management Committee reports should also be maintained for follow-up on the

implementation of committee recommendations.

Audit and Management Committee meetings should be conducted with the full
participation of the Audit Committee members mentioned in Annexure 0l. The
participation of the Committee Chairman is mandatory. A convenient date, free of other
duties, should be chosen with his/her prior agreement so that they can contribute

throughout the meeting. If a non-chairman member is unable to attend due to unavoidable
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reasons, Audit and Management Committee meetings can be held with the participation of

the Committee Chairman and one other member.

. In cases where an officer from the Department of Management Audit has not been

appointed to the Audit and Management Committees of central government departments,
the composition of the department's Audit and Management Committees is as specified

under 2.2 of Annexure 01.

2.2 Conducting Audit and Management Committee Meetings

iii.

At least four Audit and Management Committee meetings should be held annually, one per
quarter. However, when the head of the institution is a Revenue Accounting Officer,
additional Audit and Management Committee meetings can be held as needed to discuss

revenue-related issues, in addition to the four meetings mentioned above.

. If additional clarification or special presentations are required regarding any matter

discussed during Audit and Management Committee meetings, it is more effective to do so
during the discussion of that matter. This also helps with time management.

Chief Accounting Officers and Accounting Officers are responsible for ensuring that
relevant heads of institutions participate in the committee meetings to expedite the

implementation of decisions made during the Audit and Management Committee meetings.

. The representative of the Department of Management Audit will provide necessary

guidance, and any matters observed by him/her during those committee meetings that are
deemed appropriate to bring to the attention of the Secretary to the Treasury will be
reported to the Secretary to the Treasury by the Director-General of the Department of
Management Audit.

2.3 Audit and Management Committee Meeting Agenda

The agenda for the Audit and Management Committee meeting should be prepared on a priority
basis, taking into account the risk of matters to be discussed and their impact on the institution's
objectives, while also covering the functions mentioned in 41(1) (a) and (b) of the National Audit
Act No. 19 of 2018. A sample format for such an agenda is shown in Annexure 03. Accordingly,
key matters to be included in an Audit and Management Committee Mieeting Agenda as follows;

Discussion of matters arising from Auditor General's audit queries and internal audit
reports.

a) Specifically, discussing audit queries and audit reports received from the Auditor
General, as well as internal audit reports, helps to understand the observed

shortcomings in the institution's internal control system and prevent recurrence.
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b)

If the audit unit is not satisfied with the explanations provided for audit queries after
submitting them to the audit, matters that need further discussion should be inquired

from the relevant audit unit and included in the agenda for discussion.

ii. Discussion of Matters Related to Institutions under the Ministry/Provincial Council

a)

b)

c)

Audit observations of institutions under the Ministry or Provincial Council should
be discussed and resolved to the maximum extent possible at the institution’s Audit
and Management Committee before being discussed at the Ministry/Provincial
Council Audit and Management Committee. Only issues that cannot be resolved at
the institutional level and require the intervention of the Ministry/Provincial
Council Audit and Management Committee should be submitted to the
Ministry/Provincial Council Audit and Management Committee. When such issues
are referred, the decision reached by the respective institution's Audit and
Management Committee regarding the matter must be stated.

Since the Chief Internal Auditor of the Ministry/Provincial Director of Internal
Audit participates as a member or observer in the Audit and Management
Committees of other institutions under the Ministry/Provincial Council, any matters
discussed in those institutions that require discussion at the Ministry/Provincial
Council Audit and Management Committee should be presented to the
Ministry/Provincial Council Audit and Management Committee with the
recommendations of the Chief Internal Auditor/Provincial Director of Internal
Audit. This ensures that only matters that absolutely need to be discussed at the
Ministry/Provincial Council Audit and Management Committee regarding
institutions under the Ministry are discussed. This allows more attention to be paid
to matters related to the Ministry/Provincial Council itself and to specific matters
presented by departments and institutions, leading to proper solutions and actions
for those problems.

When presenting audit observations for discussion at the Audit and Management
Committee, a sufficient summary description of the problem(s) identified by the
auditors should be included in the discussion notes so that committee members and

observers can understand them.

iii.  Discussion of Progress in Implementing Directions Issued by Committees

When discussing direction issued by the Committee on Public Accounts/Provincial

Committee on Public Accounts/Committee on Public Enterprises, the specific direction

issued by the relevant committee should be included in the discussion notes.
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2.4. Preparation, Distribution, and Progress Reporting of Audit and Management Committee

Meeting Reports

i.  Preparation and Distribution of Audit and Management Committee Meeting Reports

a)

b)

d)

Follow-up on the implementation of Audit and Management Committee
recommendations.

Communication of decisions made at the Audit and Management Committee meeting to
relevant officials.

Meeting minutes Should be prepared in a way that allows for reviewing progress at the
next meeting

Copies of the meeting report should be sent to the National Audit Office, the Department
of Management Audit, and the heads of institutions and divisions participating in the

meeting within two weeks from the meeting.

A sample format for the Audit and Management Committee meeting report is shown in

Annexure-04.

ii. Reporting Progress of Audit and Management Committee Meetings

a)

b)

c)

Two weeks before the upcoming Audit and Management Committee meeting, written
progress on the implementation of the committee report's recommendations should be
obtained. Progress on matters assigned by the Audit and Management Committee to the
sub-committee mentioned in 2.5 along with the sub-committee's recommendations,
should be obtained by the Chief Internal Auditor/Internal Auditor.

This progress should be provided to the Audit and Management Committee members
one week before the Audit and Management Committee meeting.

Progress achieved during the period between the date of providing the progress report
and the date of the Audit Committee meeting should be reported verbally or in another

appropriate manner at the committee meeting.

2.5 Appointment of a Sub-Committee

At the beginning of the year, the Audit and Management Committee should appoint a permanent

sub-committee consisting of three members relevant to their institution. The main purpose of

establishing this sub-committee is to coordinate with relevant parties regarding matters decided
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by the Audit and Management Committee to be referred to the sub-committee and to provide
observations and recommendations to the Audit and Management Committee. Appropriate
members with proficient knowledge in the relevant subject can be nominated to the sub-committee
as needed, depending on the nature of the subject matter. This process makes the Audit and
Management Committee's role more efficient and helps in making effective decisions by managing

time.

The sub-committee should consist of senior-level staff officers such as Additional
Secretary/Deputy  Chief Secretary/Chief Financial Officer of the Ministry/Provincial
Council/Department/District Secretariat, and its composition should be determined by the relevant
Audit and Management Committee. The Chief Internal Auditor/Provincial Director of Internal
Audit/Internal Auditor of the relevant institution should coordinate the activities of this sub-

committee.

2.6 Reporting Progress of Committee Decisions Finalized by the Audit and Management

Committee

The progress of implementing committee decisions finalized by the Audit and Management
Committee at its meetings should be reported using the forms from Annexure 05-i to 05-iii, as

described below.

i.  Matters Involving Legal Proceedings.

a) Issues for which Attorney General's advice has been obtained and legal action has
been initiated can be temporarily removed from discussion at Audit and
Management Committees until such legal action is concluded. Such matters should
be rcported by the Chief Internal Auditor according to the format in Annexure 05-i.
As soon as a court decision is received regarding a reported issue, the matter and the
related court decision should be presented to the next Audit and Management
Committee meeting to obtain committee recommendations and proceed
accordingly.

b) Regarding matters for which court decisions have not been received, the current
progress of those legal proceedings should be stated and reported to the Audit and
Management Committee held at the end of the year by the Chief Internal
Auditor/Provincial Director of Internal Audit/Internal Auditor. This step should be
followed annually until court decisions are received.

c) Also, if committee members wish to bring back to the committee's discussion any
legal action matter that was temporarily removed from discussion by the Audit
Committee, before the end of the year that matter can be included back in the

agenda.
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ii. Matters Not Agreed Upon by the Auditor General's Representative, Authorities, or

Institutions.

a) If, after the committee has reached a final agreement on the actions to be taken,
considering all relevant facts related to any audit observation or issue, the Auditor
General's representative, relevant authorities, or institutions (e.g., the
Treasury/Provincial Treasury in the case of write-offs of losses) do not agree with
the committee's decision, further discussion of the matter at the Audit and
Management Committee is a futile exercise that wastes time unnecessarily.

b) Therefore, to manage time for other matters that require the committee's attention,
the matter should be removed from the Audit and Management Committee agenda,
and the final committee decision should be brought to the attention of the
Committee on  Public  Accounts/Provincial Committee on  Public
Accounts/Committee on Public Enterprises during their respective committee
sessions.

¢) In this case, a file containing all the information that formed the basis for that
committee decision should be maintained by the internal auditor, and that
information should also be included in the Annexure 05-ii form. Necessary further
actions should be taken based on the decisions given by the Committee on Public
Accounts/Provincial Committee on Public Accounts/Committee on Public

Enterprises regarding those committee decisions.

iii. Decisions Reached with the Agreement of Audit and Management Committee

Members and Observers.

a) The responsibility for implementing decisions reached with the agreement of the
Audit and Management Committee members and the observer from the National
Audit Office lies with the hiead of the institution.

b) These matters do not need to be discussed repeatedly at every upcoming Audit and
Management Committee meeting. The internal auditor should report the progress of
implementation according to Annexure 05-iii at a quarter specified by the Audit and
Management Committee for progress reporting or at the final Audit and
Management Committee meeting of the year.

¢) The committee has the power to remove matters that have been fully implemented
according to the decision given by the Audit and Management Committee from

discussions at the next Audit and Management Committee meeting.
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d) In a case where progress is requested to be reported in a specific quarter, as per (b)
above, and it is deemed necessary to bring the committee's attention back to the
decisions given by the committee, that matter should be presented to the nearest
Audit and Management Committee meeting for a decision, without waiting for the
quarter specified for progress reporting.

2.7 Other Matters

i.  The Meeting can be made more formal by arranging seating and name boards for the
committee members, observers, and the committee convener near the chairperson, ensuring
the Audit and Management Committee members are clearly identifiable. Suitable seating
should be arranged for other officials as well.

ii.  Furthermore, before holding Audit and Management Committee meetings of the
Ministry/Provincial Council, Audit and Management Committee meetings of all other
institutions under the Ministry/Provincial Council should be completed.

03. Annual Internal Audit Plan
3.1. Preparing the Annual Internal Audit Plan

The annual internal audit plan is a strategic plan that includes the scope, objectives, and schedule
of audit activities for the upcoming year. It acts as a guide for evaluating the organization's risk
management, control, and corporate governance activities. This plan determines audit areas on a
risk-based priority basis, aligned with the organization's objectives. This audit plan is prepared
based on risk assessments and discussions with stakeholders, with the aim of improving the
organization's performance and compliance. This annual audit plan should cover audit areas such

as financial audit, compliance audit, performance audit, and systems audit.

As this audit plan is a risk-based audit plan, the risk register prepared by the organization
according to Appendix 3 of Management Audit Circular No. DMA/1-2024 dated 2024.06.21,
issued by the Department of Management Audit should be used when preparing it. Accordingly,
activities with very high and high risks should be given higher priority and included in the audit
plan, and activities with medium and low risks can also be included in the audit plan, in

accordance with available human and physical resources.

If the internal auditor observes a very high or high risk in the control systems related to activities
identified by the organization as low or medium risk during periodic assessments of the
organization's internal control, the internal auditor should revise their risk-based internal audit plan
accordingly, taking into account the revisions made by the organization to its risk register. The

sample format for the annual risk-based internal audit plan is shown in Annexure 06.
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The annual internal audit plan for the upcoming year should be prepared and approved by the
Audit and Management Committee with the agreement of the National Audit Office before
December 15 of the current year. Copies of the approved annual internal audit plan should be sent

to the National Audit Office and the Department of Management Audit.
3.2 Implementation of the Annual Internal Audit Plan

The implementation of the annual internal audit plan is the responsibility of the Chief Internal
Auditor/Provincial Director of Internal Audit/Internal Auditor. However, if there is a situation
where the internal audit plan cannot be properly implemented due to any uncontrollable reason, a

revised internal audit plan should be prepared and approved.
04. Preparation of Internal Audit Programs

An internal audit program is a comprehensive plan that outlines the scope, objectives, processes,
and timelines for conducting internal audits within an organization. It guides internal auditors to
systematically assess and assure the effectiveness, efficiency, compliance, and risk management of
the organization's operations and control systems. The sample format for the internal audit program

is shown in Annexure 07.
05. Allocation of Resources and Staff Training for Internal Audit Units

It is the responsibility of the head of the institution to provide sufficient human resources and other
resources necessary to implement the audit plan for internal audit units. When providing audit staff
for internal audit units, Chief Accounting Officers and Accounting Officers should pay special
attention to providing officers with knowledge of accounting and auditing subjects whenever

possible. This will help improve the performance of internal audit units.
06. Reports to be Prepared and Submitted by the Internal Auditor for their Institution
i. Preliminary Report

At the beginning of each year, a Preliminary report, including information related to plans
to be prepared for the proper conduct of the institution's operations, books, records to be
started and updated, and the implementation of related internal control systems, should be
prepared according to the format shown in Annexure 08 of this circular. Chief Internal
Auditors/Provincial Directors of Internal Audit/Internal Auditors should prepare this
preliminary report for each year and submit it to their institution head before January 31 of
the relevant year, and submit soft copies to the Department of Management Audit and the

Auditor General. Departures identified in the Preliminary report should be discussed and
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iii.

iv.

addressed at the first quarter's Audit and Management Committee meeting to eliminate

those departures.
Internal Audit Reports

Each internal audit unit must prepare internal audit reports, signed by the internal auditor
and submitted to their institution head, containing findings and related observations and
recommendations from audit examinations conducted according to the risk-based internal
audit plan based on the institution's risk register. Each internal audit unit must maintain an
internal audit report register. In addition, copies of internal audit reports should be
submitted to the Department of Management Audit as per subsection 40(4) of the National
Audit Act No. 19 of 2018 and to the National Audit Office as per F.R. 134(3). According
to 38(1)(c) of the National Audit Act, every Chief Accounting Officer/Accounting Officer
must ensure that their entity maintains adequate and effective internal control and
periodically reviews and makes necessary revisions to those internal control systems.
Accordingly, Annexure 09 provides a sample format that can be used to prepare internal

audit reports to meet those requirements.
Special Investigation Reports

Internal auditor should submit reports on special investigations assigned to him by their

institution heads from time to time to the institution head.

Quarterly Evaluation Report of the Chief Internal Auditor/Provincial Director of

Internal Audit/Internal Auditor

The quarterly cvaluation report of the Chief Internal Auditor/Provincial Director of Internal
Audit/Internal Auditor, prepared using the format in Annexure 10 of this circular, should be
prepared within the following month after the end of each quarter, and a soft copy should
be submitted to the Department of Management Audit. Furthermore, departures and
weaknesses revealed by this quarterly report should be discussed and resolved at the Audit
and Management Committee meeting held within the institution after the ead of each
quarter. In the case of provincial councils, as there are a large number of institutions, it is
practically difficult to prepare the Provincial Director of Internal Audit's quarterly
evaluation report by obtaining information from all institutions separately. Therefore, it is
appropriate to prepare this report by including information from the Provincial Chief

Secretary's Office and ministries and departments under the Provincial Council.
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07. Further Clarifications Regarding this Circular

If further clarification is needed regarding this circular, inquiries can be made through the

Department of Management Audit’s telephone number 0112484974, Or email address-

dma.treasury@gmail.com.

The following circulars and guidelines issued by the Department of Management Audit are

hereby repealed.

Vi.
vii.

viii.

Management Audit Circular No. DMA/01-2019 dated 2019.01.12

Management Audit Circular Letter No. DMA/01/2019/Letter dated 2019.05.21
Provincial Internal Audit Guidelines No. 01 dated 2020.08.26

Management Audit Circular No. DMA/01-2019(1) dated 2021.12.24

Management Audit Circular Letter No. DMA/01-2019/1. including guidance on
preparing the risk-based internal audit plan, issued by letter No.
DMA/AMC/02/2021/02 dated 2021.04.05.

Management Audit Guidelines DMA/01-2023 dated 2023.01.23

Management Audit Guidelines 02/2023 dated 2023.02.09

Management Audit Circular No. DMA/01-2019 Letter No. 03 dated 2023.07.25

(When this circular refers to provisions included in any act, financial regulation. or provincial

financial rule, the provisions of the relevant act, financial regulation, or provincial financial rule

shall prevail, regardless of how it is stated in the circular.)

ppe

A.K. Senevirathna

Secretary to the Treasury (Acting)

Copies: 1. Secretary to the President

2. Secretary to the Prime Minister

3. Secretary to the Cabinet of Minister
4. Auditor General
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Annex 01
Composition of Audit and Management Committees

1. Composition of the Ministry Audit and Management Committee

1. Secretary of the Ministry - Chairman
2. Chief Accountant of the Ministry - Member
3. Representative of the Department of Management Audit - Member
4. Representative of the National Audit Office - Observer
5. Chief Internal Auditor of the Ministry - Convener

2. Composition of the Department Audit and Management Committee

2.1 When an officer from the Department of Management Audit is appointed as a committee
member:

1. Head of Department - Chairman
2. Chief Accountant of the Department - Member

3. Representative of the Department of Management Audit - Co-member
4. Chief Internal Auditor of the relevant Ministry - Co-member
5. Representative of the National Audit Office - Observer

6. Chief Internal Auditor of the Department - Convener

2.2 When an officer from the Department of Management Audit is not appointed as a
committee member:

1. Head of Department - Chairman
2. Chief Accountant of the Department - Member
3. Chief Internal Auditor of the relevant Ministry - Member
4. Representative of the National Audit Office - Observer
5. Chief Internal Auditor of the Department - Convener

3. Composition of the District Secretariat Audit and Management Committee

I. District Secretary - Chairman
2. Chief Accountant of the District Secretariat - Member

3. Representative of the Department of Management Audit - Co-member
4. Chief Internal Auditor of the Ministry in charge of the subject - Co-member
5. Representative of the National Audit Office - Observer

6. Chief Internal Auditor of the District Secretariat — Convener



4. Composition of Provincial Council Audit and Management Committees

i. Provincial Council Audit and Management Committee

L) ) —

2

Chief Secretary

Deputy Chief Secretary (Finance)

Representative of the Department of Management Audit
Representative of the National Audit Office

Provincial Director of Internal Audit

ii. Audit and Management Committee for the Provincial Ministries

du LI ) —

SN

we

= L) ==

-] ©v Lh

Ministry Secretary

Chief Accountant / Accountant

Representative of the Provincial Treasury

Provincial Director of Internal Audit or a representative
Representative of the National Audit Office

Stalf Officer in charge of Internal Audit subject

iii. Audit and Management Committee for Provincial Departments

Head of Department/Institution

Chief Accountant / Accountant

Representative of the Provincial Treasury
Representative of the relevant Provincial Ministry
Representative of the Provincial Director of Internal
Representative of the National Audit Office

Staft Officer in charge of Internal Audit subject

- Chairman
- Member
- Member
- Observer
- Convener

- Chairman
- Member
- Member
- Observer
- Observer
- Convener

- Chairman

- Member

- Co-member
- Co- member
- Observer

- Observer

- Convener



Annex 02

Recommended Role of Audit and Management Committees

In addition to the functions mentioned in Sections 41(1)(a) and (b) of the National Audit Act.
the Audit and Management Committee should also perform the following functions:

W -

10.

1.

Determining the scope of the Internal Audit Unit.

Pre-reviewing and approving the annual internal audit plan.

Reviewing, evaluating. and updating the institution’s internal control system based on the
institution's risk register, and providing recommendations for prompt action regarding
discrepancies highlighted by internal auditor.

Providing recommendations for prompt action on discrepancies identified through audit
queries.

Regularly review audit queries and reports and make necessary recommendations to
prevent the recurrence of discrepancies.

Reviewing financial statements. including budget review reports. and evaluating cost-
effectiveness, performance, and achievement of targets.

Providing necessary guidance to take appropriate action when the expected performance
deviates from the annual action plan and the annual procurement plan.

Monitoring the timely submission of financial statements and other monthly. quarterly.
semi-annual, and annual reports.

Providing awareness of Treasury/Provincial Treasury and Public Administration
circulars and other orders, and emphasizing the need to comply with statutory and other
rules and regulations.

Reviewing the administration and development of all human and other resources. and
providing recommendations for decision-making.

Reviewing staff discipline matters. promoting the elimination of waste and corruption.
and focusing attention on the institution's cost-saving measures.

. Monitoring the implementation of directions from the Committee on Public

Accounts/Provincial Committee on Public Accounts and the Committee on Public
Enterprises.

. Monitoring whether activities based on committee recommendations have been

implemented as expected.



Annex 03

Model Agenda for Audit and Management Committee Meetings
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1. Welcome, clarification of objectives. and approval of minutes from the previous meeting.
2. Review of progress on decisions made in previous meetings.
3. Review of progress in implementing recommendations from the Committee on Public
Accounts/Provincial Committee on Public Accounts/Committee on Public Enterprises.
4. Discussion of high-risk matters revealed by internal audit that require the committee's
special attention.
5. Discussion of specific issues revealed in the Auditor General's audit queries/reports.
6. Discussion of matters mentioned in the Internal Auditor's quarterly evaluation report.
(Progress should be presented up to the month nearest to the date of the meeting)
7. Discussion of matters related to controlled institutions that need to be resolved at the
ministry/provincial council audit and management committee level.
8. Opportunity to discuss any other audit and management committee issues or special
matters arising outside the above agenda. if necessary.
9. Opportunity for the Audit and Management Committee Chairman, members. or observers

to make special remarks. if necessary



Annex 04
Model Format for Audit and Management Committee Meeting Minutes
Nameof INsilulion: wenasrmsnmunEEasunsnrnsasETmnes
Year and QUArter: ...oovviviiiiiiii i i eereen s Date: 20, . oo,

Meeting commenced at:-

Committee
Name Position (To be included as appropriate according

to Annex 01)

Other Officials Present

Name Position
Officials Absent
Name Position



3

Confirmation of the minutes of the previous meeting with/without amendments.
Progress on item discussed in previous meetings where a final decisions was not reached

Matter (Reference to Decisions made | Progress | Recommendations/ Responsible | Number of
Serial | internal and external in previous decisions made at this | Officer/ Sub | times
No. audit queries where committee committee meeting and | committee discussed
applicable) meetings deadline for completed

Progress on the implementation of recommendations from the Committee on Public Accounts/Provincial

Committee on Public Accounts/ Committee on Public Enterprises

Serial | Committee directions | Recommendation | Progress | Recommendations/Decis | Responsible | Number of
No. Reference | Direction | s/Decisions made ions made at this meeting | Officer/sub | times

in previous audit and deadline for | committee discussed

and management completed

committees

4. New matters discussed at this meeting.
Serial No. Matter (Reference to Decision
internal and external .
o ) Responsible Officer

audit queries where
applicable)

5. It there are any special remarks, details of that
6. Meeting coneluded at .o

Chief Internal Auditor/Provincial Director of Internal Audit/Internal Auditor (Convener)




judwispnl ay)
JO uonndaXa
Ul SSAIG04

a1e(
pue ‘laquinyn
uawidpng
‘pasapuay
wawdpng

uonoy |edoT]
0] paie|ay
laquiny ase)
pue 1noD

pareniu]
uonay
BT uaym
passnasi(]
sawul |,

JO 12quInN

o)
uawageuey
pue iipny 3yl
1B pasusLlo))
uo1ssnasi(]
e

SANSS[/SUOIBAISqO
npny

k(]
pue Iaquinn
K1anb 11pny

"ON |eLIaS

1-G() Xauuy

uaye) uonoe |e39] yua siapew uo Suintodal ssaifoly




uo1S192(] UoIs1d2p
S, 29110 221WIWOD
a1 Sulpresay Y YA epuady
sasudiauy | udwadidesip 29
a11qnd uo 22 3uipiedal niwoe))
NIWLWOD)/SIUN0IDY uonm BT RNV
UoNDAIP algny | nsujzAoyine aFeuepy JuaWABRURI
asoy |, U0 221ILWIWOY) [B | JUBAJ[DI AU} 1O pue pue
3un | 1DUIA0IJ/SIUN0JDY | dAlIBIUdSAIdAl upny Hpny ay e
uawapdug alqny S, [BI2UD) 2NWIWOY) | Y} Wody | Passnosi(] | padusuiwio) anssj/u ale(] pue
uo U0 22IWWOY) | JOUpNy Y1 Jo | Yl AQ UdYBI | PIAOLIY sawi | jo UOISSNISI(] | ONBAIASqQ Jaquiny ON
$s2150.14 Jyl Jo uondall( | SUONBAIISQQ uols12a(g e Jaquinn (] upny | Aunbyupny | |euag

sastdiauzg a1qng uo
21O )/SIUN0IIY I[N UO WO [BIIUIAOI/SIUNOIIY d1[qNy U0 22110 WOI) PIAIDIAL 218 UOIAIIP [1Un d31Fe Jou op dAneudsaidal
§ |e12ud0) J01Ipny 2yl Jo uonmnsul /Kjuoyine Sunjeuwl UOISIJAP [BUL JUBAJAI dY) PUB dNIUWOD) JudWSeUB pue 1pny ayl £q passnosip
SUONIBAIISQO JIPNE AU} UO JUDLAITE [BUL) SIOQUISW 210D AU} USYAM 321IWILI0Y) JUSWSTBURIA| PUB 1IPNY AU JO BPUITE ) WO} PIAOLUDI SWI)]

11-60 Xauuy



(Apa
Lg)ow
021n0

[euld

ssataoad

pue aep
AedIpU| de(]
559 paju pajud
13oad | swapduwn | woapdw
ON | Apreg | Aqny
uoISId3p 2}

Sunuawadwi uo ssa15o1

epuase
2010
JudwdTRUB A
pue jipny oy}
Wo1j 9A0WI
Kpelodway 0y

PapIoap ate(

IO
ay

Aq uayey
uols199(]

passnasip
sawi Jo
JoquinN

MWD
JudwdGRUR|A|
pue

Ipny 3y 1
PasudIWOd
UOoISSNOSIp
e

anss|
/UOIIBAIISQO

npny

Jep pue
Jaquinu
Atanb

1npny

ON
[BLIDS

1n-g( Xouuy

20110 JIPNY [BUOEN] dY} WO} JIAIISqO
3} puB SIAQLUDdL PIWIWO)) JUdWIFeuRA pue PNy Ay} JO JUIWAITE Y} YA UIYE) SUOISIIOP JO uonejudwajduw ay) uo ssaidoly



SJUDLWISSasSy |0JjU0) |eUlaluy|

(S3131A119B MO|} YSed JO uoien|eny)
1PNy JUBWIRIS MO|{ YSE)

(‘spJepueis Suiunodde

yum adueldwod g suonealyisse|d
‘sa1ewysa ‘uoniudodal

SNUDABI JO UOIIEIYIISA)

1PNy JU2Walels awodu|

(Aunba pue ‘sanijiqey|

3SIY [BIUBWIUOIIAUT
31y [euoneinday
ys1y 21831135

AsiY
|e8a7 g @sueldwo)

}s1y |euoneladp

‘51355e JO AJLI3A 3 UoNBUILLIEXT) upny
1pny 122Ys aJuejeq ysiy [e1dueUl | [BIDUBUIY T
& .
F2|2E| B3 |4|%|z | 22 A
-m [ w o 3 jo jo) jo) jo) = &
] a Tl | |€ c 0|83
& = |33 oY (3 |w 2 & |m 35
“ w2 |8 a e |[& |2 | 2 = o |7 a A
e |T = ™ [ o o =T seale
" : o mN ? |3 S = = | o Dx._o.swomn_Sm adA
m e |7 ¢ 3 2| & | sy upne paseq ysiy L on
o S g 35 | o e ipny jeuas
| =
| 5z 8 W
| L m i=1 =
(%) 2 | 2
vwajo | 72 LS
SjuaWWOo) ‘ 3juBWIOHAd awelq awi]

gp Xauuy

O N T T g YIRS |

"""0C YV3IA ¥HO4 NV1d LIANV TYNYILNI TVANNY




(9oueldwod Asoie|nday)
Jpny asueljdwo)

(sisAjeue 14auaq 3502
79 UOIIeZI|IIN $324N0S3J Jo Awouod3)
uollenjea3 Jiwouod3j

(‘s4ap|oyayels uo 1pedwi ayly
21en|eAa 13 saAI123[qo uoneziuedio
a3 JO JuaWaAalyde ay] aulwexy)
1PNy SSaUaANIBY]

‘sjuawanosduwl
10} SeaJe pue saluepunpal
‘sarauaiiyaul Jo uoledlyiuap|

((1ea1sAyd ‘|enueury ‘uewny
:83) s@aunosal s,uoneziuedio
ue Jo Adusidiysa sy sulwex3)

upne Aduaniya jeuonesadp

‘suonaesuel) Aued pajeja.

JO @dueIsSgns ay}l JO JUIWSSISSY

9 sailed pale|sa yum suolesuel)
JO uoI1EN|EAD PUB UOIIEIIIIUAP])
1pny suoioesues) Alied paje|ay

(1uanbasqns |elalew

jo Juswisnlpe Jo ainsojasig

pue ‘ajep 18ays ajueleq sy} Jaye
8u111N220 S1U3AB JO JUBLISSASSY)
MB3IAY SIUaA] Juanbasgns

JpNY a4nsopasia
(sapijod Sunnunode

JO UOI}I3|3S JO JUBWISSDSSY)
sajew}sa g sanijod Supunoldy

%Sty UPNY 1SUS104

sty [eantjodoan
18 [e2131]0d

sy urey) Ajddng
)Si
Ajunaas 1agh)

WalsAg uoneLolu|

sty
A1ajes g yijeaH

upny 3du
eULIOJA




}SH 1] JO M3IATY 73 UDlIEN|eA]
JU3WSSassy ‘uonealynuapl)

upny Juawadeue | Y1y 1] |

(ssauaieme A3INd3s Jo uonen|eal) |

Jpne Ajundas 1agA)

(seanpadoud Alaaodau pue dnyoeq |

e1EP JO UONRUIWEX] 73 S9d11oe.d
Juawadeuew ejep Jo JUIWSSasSY )
upne Ajigajul eyeq

(saanjea) Alnoas

uonedidde jo Bunsay ‘sjos3uod
ssa77e uoledljdde jo malnay
‘(Anjigerjas ‘Ajunaas ‘Ajugalul
B}Ep) S]0J3U0D JO UoleUIWIEXT)
1pny sjoJyuo) uollednddy

(Juawadeuew 321A13s || g Ssad0ud
juswadeuew J| ‘sjoJ3uod ]| jo
JUDWISSISSE ¥ MIIADY ‘UoIIeN|eAT)
1PNy 5]0J3U0D) |BIBUBY ]|

(Adeandde ayj3 jo JuaWISSAsSSe pue
sJ031ed1pul 73 SWaIsAs Juawainseaw
3JuewJoad Jo malnay)

Sunuoday

3 JU3WAJINSEA|A JUBWIONAY

(s|eod 213310435 3Y3

0} UOIINGLIIUOD SBINAIIIE JUBLIND
421ym 03 JUIIX3 JO UOIIEN|BAT)
Jpne juawusije 218a1e35

awo23no B 3ndino ssaroud

‘ndu) weidoud Jo JusLLSSBSSY
(swes3oud ay133ds jo s3nsal

g Juawsa|dwi ‘udisap jo uoilen|eal)
uonyenjeay weido.d

upny
waisAs
uo
1EWJoyu|




13 UoN3304d BIBP JO JUBWSSASSE 1
MaIA3J ‘@dueldwod jo uonen|eal)
1pny asueldwo) Adeald eleq

(sjonuod
[BIDUBUL} JDAO S|0JIUOD |BUIDIU)
Jpny aJuejdwo) |enueuly

(syuawauinbal Asoyniels

J0 Mm3IAaYy 1g suonejndal pue sme|
yum asueldwod jo uonenjeas)
1pny asueljdwo)) Aloje|n3ay

(ssa20.d jJuawadeuew Jpeiu0d
J0 JUBWSSasse ¥g sjuawaalde

[enjoesiuod yym adueldwo) |

1pne asueldwod Adijod |eulalu)

" (ssa204d Juawadeuew 12e43U00

40 JUaWSSasse 1 syuawaalde |

|enjoesu0d yum adueljdwod)
ypne ssueldwod |enjaesjuo)

(92ueldwod 13 5j0J3u0d A3LIND3s
‘SJUDWD3ITE g S1IBJUOD JOPUDA)
s13apino.ad 921A18S pue SI0pusA
Auied-paiy3 y3m pajernosse sysiy )
1pny Alied-pJiyL pue Jopuap

(sjo20304d asuodsau

AduaBiawa ‘swaysAs dmyoeq ‘sue|d
Alan0231 J33sesIp Jo uonenjeal)
1pny Auanoday

Ja15es1g pue Aynujjuo) ssauisng

(spaepueys Anysnpul pue sapijod
‘suonje|ndal ‘me| yum asue)dwod)
3pny adueldwo) 1)

( ssa20.d Juswadeuew

Ipny 32
ueldwo)




13 $80]| )40M}3U pue ‘eiepelaw |
‘syunidiooy |ensip Jo sishjeuy |
‘3ouapina [e3181p Jo uonednsaau) )
sJI1sua104 |endiqg |

(pepaau |

S JUBWA[1IDS YIIM IIURISISSY _

13 uolnejuawniop pue suodas |
8ununodde J1sualioy jo uonesedald)
Joddng uoiesnn

(s;uawa3els [elDUBUL JO UOHEIILIBA
13 sishjeue ‘uoneulwex3)
uonesisaau| uoneuasaIdasIy
1U3W31LIS [BIDUBUIY

(sanuadoud uajols Asanodal
‘sanuoyine |e83| Yyim uoneuIpioo)
‘933 Aysadoud 1o ‘syasse |

‘spuny pajeudosddesiw jo udeu])
Al1anoday g Buidel) 3assy

(sp4022au

|eldueuly Ul sajjewoue pue s3e)y paJ
Jo suonesisaaul 13 uonesynuap) )
uoljeUIWEXF pNel4

(uonesapisuod |ea1y33)
1pny aaueldwo) spJepueis |eaiyi]

(yyjeay jeuonedndaQ )
pny
ajuelldwo) Alajes pue yijeay

(jos3u02
uopn|jod pue ‘uoljeAIasuod
‘uo13r9304d |RIUSWIUOIIAUT )

Jpny 2aueldwo) [ejuawuoliaug

upny
J1SU3104

(s¥s11 Azeaud a1ediuw




(suonedae

Jamo|gaisiym uonaalold

9 JUBLLSSASSY ‘uonediysanu))
uonesisanuy|

uoess||y 12MO|g3ISIYM

(Anjiqipasd Juawsdeuew jo
uonen|eA3 g SySi JO uoniedyiuap|
‘sp10JaJ |elJUBUL} JO uOljeUIWEX] )
uonednsaau| 22uadl|g ang

(suonoe

|BIPAWSL JO UOIIEPUSWIWOIDY

R ‘S31N|IgeIBU|INA 1§ SISSIUNBIM
[0J3U0D JO UOIIEDII3UIP|
*5]0J3U0) |EUIIUI JO MBINY )
}pny asueljdwo) 2isualoy

(e3ep
pai1dAioua 1o pala|ap jo Alanoday




Model Internal Audit Program

InStItUtion: .ccoovveeveieieeeieeeeeeeeeeenns

DIVISION covnvnsininniwvivivmssisi

Year:

Month:

Audit Program Number:
Audit Type:

Number as per the audit plan:

Audit Scope:

Audit Objectives:

Annex(07

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

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

2025
March
01
Financial Audit/Compliance Audit/System Audit
01-I1
Selected audit areas related to salaries and wages:
i. The personal Emoluments Register Examination

ii. GPS Computer Program
iii. Salary Conversion

i. Evaluate internal control mechanisms related
to salary payments.
ii. Check for any errors or discrepancies.
iii. Ensure accurate and timely payment of salaries.
iv. Prevent surcharges.

Risk assessment : - Middle - -

Identified Risk Areas:

Program Implementation Timeline

i. Payment of salaries to non-active employees.
ii. Errors resulting from incorrect interpretation
of salary conversions.
iii. Errors in data entry into the computer system.

Description Responsible Officer Date

Start Date A, B

2025.03.21

Initial Discussion with Head of | CIA
Audited Institution

2025.03.21




Comp_leti(?tl of Audit A, B 2025.03.27
Examination
Final Discussion with Head of A, B 2025.03.27
Audited Institution
Date of submission of Audit A, B 2025.04.03
Report to Internal Auditor
Submission of Audit Reportto | CIA 2025.04.04
Management
Audit Methodology (Gathering Audit Evidence)
Audit Implementation Audit Responsi | Date File
Activities method of audit Checklist | ble Reference
Officer
1 P Ledger Preliminary details FR-453 A 2025.03.21
Examination | examination as per
FR-453
Verification of A, B 2025.03.21
accuracy of
preliminary details
Reconciliation of pay A, B 2025.03.24
sheet with the P ledger
2 GPS Basic Salary GPS A, B 2025.03.24
Computer examination Audit
Program Checklist
Examination
Standing orders and AB 2025.03.21
remittance check
Item reference file AB 2025.03.21
Debtors ledger check AB 2025.03.22
Salary reconciliation AB 2025.03.22
report check
3 | Salary Checking the A 2025.03.22
Conversion establishment of the
Check prescribed salary
Accuracy of salary B .2025.03.22
arrears calculation
Checking relevant AB 2025.03.22
W&OP charging
Audit staff
Name Position Signature Date
A
Audit Assistant
B
Audit Assistant

Chief Internal Auditor/Provincial Internal Audit Director/Internal Auditor




Annex 08

Model Format for Preliminary Report

Key Points to Include in the Preliminary Report

R

10.

Has the financial control functions under FR. 135/Provincial Financial rules been delegated and
communicated within the organization.

Are functions divided among at least two or more officers for every transaction to ensure
segregation of duties?

Has annual action plan been prepared for the Ministry/Department/District Secretariat/Provincial
Council and its affiliated institutions?

Have the following plans been prepared in accordance with Procurement Guidelines?

i.  Master Procurement Plan (Medium Term Budget Framework)
ii.  Annual Proposed Procurement Plan
1ii. Detail Annual Procurement Plan
iv.  Pre-Preparatory Plan

V. Procurement Time Schedule

Have procurement committees and bid evaluation committees been appointed?

Has the Risk Register and risk-based Annual Internal Audit Plan been prepared?

Has the annual imprest request form been submitted to the Department of Treasury
Operations/Provincial Treasury on the due date?

Has the personal emoluments register been updated according to FR-453/Provincial Financial
Rules for salary payments?

Relevant to the computer software for salary preparation, have the first. second, and third-level
passwords been properly assigned among officials?

Are backup files adequately maintained and securely stored?

. Has the latest version of the New CIGAS accounting software been installed for account

preparation?

. Have commitments and liabilities carried forward from the previous year been accurately

calculated?

. Have the balances of deposit accounts been carried forward?

- Are there any outstanding advances from the previous year, and if so, have steps been taken to

settle them?



15.
16.

17.

Has board of survey committees been appointed for the board of survey of the previous year?
Have stock balances as of December 31 been reconciled and carried forward in the inventory
books?

At the beginning of the year, have the following registers been updated or newly initiated?

i. Fixed Asset Register

ii. Audit Query Register (Internal/External)
iii. Losses and Waivers Register

iv. Donation Register

v. Inventory Books

vi. Consumables Register
vii. Leave Register
viil. Attendance and Departure Register
ix. Ad hoc Advance Register

X. Cheque and Money Order Register
xi.  Liability Register
xii. Counter file Register (GAN 20)

xiil.  Any other special registers relevant to the institution

. Has the balance of the Public Officers’ Advance Account been reconciled and carried forward?

(Membership Loan Register - CC10)

. Have previous year imprest accounts been correctly settled?

20. Have bank reconciliations as of December 31 been prepared and submitted?

. Have actions been taken regarding security deposits of relevant officers according to the Security

Deposit Ordinance?

. Has an internal auditor been appointed for foreign aid projects exceeding USD 10 million?

. Have the necessary updates been made in the PACIS (Public Administration Carder Information

System) available on the website of the Ministry of Public Administration?

24, Has a Human Resource Development Plan been prepared for the institution according to the format

in Public Administration Circular No. 02/2018 and 02/2018(1)?

. Details of the approved cadre and the number of vacancies.



Annex 09

Sample Risk Based Internal Audit Report

I. Cover Page

Title : Internal Audit Report on Procurement Process
Institutes /Reference : Department of A.B. C/Head of Department
Period Covered : March /April 2024

Date of Submission : 23 May 2024

Prepared by : Internal Audit Team

Approved by : Chief Internal Auditor

I1. Table of Contents

Executive Summary

Authority for Audit

Audit Objectives & Scope

Methodology

Key Audit Findings

Risk Assessment & Gap Analysis

Internal Controls (Observed and. Recommended)
Recommendations & Action Plan

Conclusion

Annexures

1. Executive Summary

Objective : e The audit aimed to assess the effectiveness.
efficiency. and  compliance  of  the
Procurement process
Key Risks Identified: 1. Lack of due diligence in vendor selection
2

. Weak contract management

=Y

. Delays in payment process for Suppliers

3. Non-compliance with procurement regulations



e  Summary of Major Findings:

e Overall Audit Opinion

e Management Response
Summary:

e Corrective Actions :

e Timeframe & Responsibility:

e Commitment to Compliance:

e Future Enhancements:

2. Authority for Audit

Several gaps were identified in procurement
planning, execution, and monitoring. Weak
internal controls increase the risk of fraud

and inefficiencies.

Needs Improvements for internal control

system

Management  recognizes  the  issues
highlighted in the report and acknowledges

the need for process improvements.

The procurement unit is committed to
implementing a structured vendor selection
process, automated approval workflows, and

improved contract management practices

Specific action plans have been developed
with assigned responsibilities and timelines

to address each finding.

Management is dedicated to ensuring full
compliance with procurement guidelines and
strengthening internal controls to mitigate

risks.

Plans to introduce an e-procurement system
and real-time contract monitoring tools are
under review for long-term efficiency

improvements.

This Audit was conducted under the Authority of the Internal audit charter and in

accordance with the annual Audit Plan approved by the Audit and Management Committee

2



on January 15, 2024. The Audit team was granted access to all relevant records, personnel.

and systems necessary to complete this audit.

3. Audit Objectives & Scope

e Audit Objectives:

i.  Evaluate the procurement process's compliance with policies and
regulations.
ii.  Identify risks and control weaknesses.

iil.  Recommend improvements for efficiency and effectiveness.

e Scope of Audit:

i.  Time Period Covered: This Audit examined Procurement activities
Conducted from March to April 2024
ii.  Processes Audited : Vendor selection, contract management.
purchase orders.invoice processing, and
compliance.
iii.  Key Risk Areas Covered: Operational, financial, compliance, and

fraud risks.

4. Methodology

+ Risk-Based Approach:
o Risk Identification : Analysis of procurement data.

and compliance reviews.

o Risk Prioritization : Based on likelihood and impact.
o Sampling Techniques : Review of selected procurement transactions.
o Data Collection Methods : Interviews, document review. system walkthroughs.

e Audit Standards Followed: Internal Auditing Standards



5. Key Audit Findings

Findin ksl el
No Observation (Low/Medium/ | Impact Root Cause
g o High/Extreme)
! No vendor due ; 5 B Lack of a structured
i : : Risk of fraud and .
diligence before | High . vendor  evaluation
: non-performance
selection process
e — S . :
= Delayed  procurement ; Delayed project | Bureaucratic
Medium v
approvals execution bottlenecks
3 p I
o oor supplier ; wr
Weak contract | .. 5 PP Lack of periodic
- High performance and .
monitoring ; contract reviews
disputes
4 Non-compliance  with | . Potential legal and .
High . . e Inadequate oversight
procurement thresholds financial penalties
6. Risk Assessment & Gap Analysis
Risk Level
" Identified Gap (Low/Medium/ | Impact
Process Are: .
High/Extreme)
. ; ; No standardized | | . Increased risk of favoritism
i. Vendor Selection . . High .
evaluation criteria and fraud
i No structured ; s
ii.Contract " . Supplier disputes and contract
performance High y
Management veolh failures
monitoring
1. Payment Delays  in  invoice Medium Supplier dissatisfaction and
Processing approvals potential penalties
7. Internal Controls: Observed and Recommended
Control Type
Finding Observed Controls Control  Gap | Recommended (Corrective,
No. : E Identified Controls Detective,
Preventive)
I Implement a
Manual vendor Lack of due | structured vendor .
: i : Preventive
selection diligence evaluation
framework
5 .
< Manual  procurement | Delays due to | Implement an e- Botreetive
approvals bureaucracy procurement system
2 ; . Weak Implement  contract
No real-time contract | T :
. monitoring management Detective
tracking .
mechanisms software




4 . | Automate invoice
Non-standardized | Delayed ; - .
. tracking and | Preventive
payment processing | payments =
; approvals -
8. Recommendations & Action Plan
Finding Responsible Management .
Recommendation Target Date
No. Officer & Comments
l Establish a  vendor | RroElaRIAT l
prequalification | Head 60 days Agreed l
- |
process I R SR |
2 Implement an | .. o ' i
p IT officer &
automated . <
Finance 90 days Under review
procurement approval | .
Director
system
3 Conduct periodic | Contract
contract performance | Management 30 days [n progress
reviews | Team
4 Develop a compliance |
: .| Internal
checklist for ; 45 days Agreed
Auditor 2
procurement thresholds

9. Conclusion

o The procurement process has several inefficiencies and control weaknesses.

« Strengthening vendor selection, contract management, and payment processing controls

is crucial.

» Implementation of audit recommendations will enhance procurement integrity and

efficiency.

10. Annexures (Supporting Documents, if any)

¢ Procurement policy extracts

o Sample audit checklists

o Risk register for procurement

Chief Internal Auditor

AB Department



Annexure 10

Quarterly Evaluation Report of the Chief Internal Auditor/Provincial Internal Audit Director/Internal

Auditor

Name of the INSUHIULION: 1oovvvevecree e eeres
Year vuaanisa QUAMSE nasavanainneni

01. Progress up to Quarter (Cumulative progress should be indicated)

Name of the
institution

Progress in implementing the

annual action plan %

Progress in implementing the
annual procurement plan %

(physical and financial)

Progress in recurrent expenditure

ress of capital expenditure %

“capital and recurrent

-
c Z

m e 2

& =2

= = =

5n S by

L = 2

Faill-eeel ] ;

g -l . ]
P [T L7 oS

Progress in implementing the
annual internal audit plan %

Form 10-i
must be
completed

Form 10-1ii
must be
completed

Form 10-iii
must be
completed




02. Submission of annual/quarterly/monthly reports (1t submitted on due date, mark V., if not submitted,

mark X, if not applicable. mark -)
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03. Updating of books and registers (manually prepared or/and computerized) (1t updated, enter the

" it not updated. enter the letter ~C™.

i partially updated, enter the letter =13
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4. Review of Auditor General’s audit queries

I. Summary of Auditor General's Audit queries

Receipts

Se

i Name of the
l Institution
No

reccived in previous years

that were not answered
Number of” queries received

during this ycar

Number of queries

Total

Number of queries answered

Time analysis

Number of queries to be answered

[.ess than | month

-3 months

3-12 months

More than 12 months

Il.  Details of Auditor General's Audit queries Received During the Quarter

Serial
Number
Name ol Entity/Institution

Date

Received

Matter/Subject (in Brief)

05. Review of Internal Audit Activities

1. Cumulative Progress of Internal Audit Plan up to..................... Quarter. (%)




[1. Summary of Internal Audit Reports

Issueings Time analysis
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1. Details regarding the issuance of internal audit reports for the quarter
Serial Audit
Number Date Matter/Subject (in Brief) plan
Name of Entity/Institution [ssuance reference
06. Progress in implementing the internal audit plan of the institutions under the relevant
Ministry/Provincial Council for the quarter
Seri: . ‘umulative
etial : . Progress in the Cumulat
Number | Name of i arter | Progress
T relevant quarter = . .
Lntity/Institution (%) Internal auditor's observations

(%0)




07. Unimplemented directions given by the last held Committee on Public Accounts / Commitiee on
Provincial Public Accounts /' Committee on Public Enterprises

(Chief Internal Auditor / Provincial Director of Internal Date:-

Audit / Internal Auditor)
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