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This Performance Audit Manual has been prepared to provide a guideline 1o audit staff and
officials of Directorate of Audit (DoA), Government of Uttarakhand (GolUK) for conducting
performance audits in various departments of Uttarakhind. The purpose of this manual is 1o
provide guidance to Directorate of Awdit (Do), and other stakeholders about the professional
standards, principles. and procedures that are to be adhered to when conducting performance
audits. The manual would be applicable to all the departments in the state of Uttarakhand,

This manual is aligned with the performance audit principles, standards and guidance issued
by the International Organisation of Supreme Audit Institutions (INTOSAI). It is primarily
based on the three principles of performance auditing, ie., economy, efficiency, and
effectiveness,

The manual aims to provide guidelines on the entire audit life cyele e, from audit planning to
audit monitoring, follow-up, and compliance. This manual alse covers siandardized formats
and illustrative audit checklists that would facilitate execution of audit assignments. As per
ISSAL 300, Performance audit is defined as “an independent, objective and reliable
examination of whether government undertakings, systems, operations, programmes, activities
or organizalions are operating in accordance with the principles of economy, efficiency and/or
effectiveness and whether there is room for improvement”.

This manual has been divided into two volumes, Violume-1 of the manual focuses entire audiy
lifie cyele viz. audit planning, audic execution, audit reporting, audit follow up & compliance.
Volume-11 of the manual provides audit checklists and forms & formats.

I would also like to express our gratitude to Shri Amit Singh Negi (Former Secretary, Finance
& Project Director), Ms, Sowjanya-IAS (Former Secretary, Finance), Shri 8. Munigesan-1AS
(Fommner Dircetor, Audit), Shri Surendra Narayan Pande-1AS (Director, Audit & Secretary |
Finance), Dr. V. Shanmugam-IAS (Former Thirector. Audit), Dr. Ahmed Ighal-IAS (Project
Director), Shri 1. C. Joshi (Director CTREA), Shri Khajan Chandra Pandey (Joint Secretary
Finance Audit Cell), Shri Vipin Bihari Lal i Deputy Director Audit), Shri Sobhan Singh Nagnval
(Deputy Directer, Audit), Shi Ramesh Mishra (Senior Audit Officer, Directorate of Audit),
Shri Rajat Mehra (Audit Officer, Audit Cell), consultants and all other Officers of the
Dirgctorate of Audit who contributed extensively in the development of this Performance Audit
manual. The comments and suggestions provided by the World Bank Team have been pivotal
in improving the quality and practicality of this manual.

[ would be apprecistive of suggestions for further improvements, if any, and w bring 1o our
notice any eror, indccuracy, or omission to be incorporated in the next edition.
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Anand Bardhan-1AS
Additional Chief Secretary, Finance
Place: Dehradin Government of Uttarakhand
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The definitions of various terms used in this guideline are provided below:

» Administrative Department & self-contained administrative unit in the Secretariat
respansible for the conduct of business of Government in a distinct and specified sphere and
declared a3 such by Govemment

» Aunditee or audit unit means an organization or depanment or unit of an
orgamzation/department that is being audited.

* Audit Design Matrix assures to establish the link in desired resulis and audit sCope,
ohjective(s), criteria, and methods.

> Audit Party means the team of audit personnel specified in the approved audit calendar ta
conduct audit of the respective government agencies.

* Audit Planning Memorandum shows a detailed plan of the auditing work, mcluding
various audit checks and procedures, 1o be performed dunng the audit verification within
the given timeframe to complete the audit.

* Audit report means a report issued by an Internal Auditor of the [AUs containing sudit
paras and recommendations for Audites Unit's implementation,

> Due care the appropriate element of care and skill which a trained suditor would be
expected to apply to have regard to the complexity of the audit task, including carcful
attention to planning, gathering. and evaluating evidence, and forming opinions, conclusions
and making recommendations.

» Economy, minimising the cost of resources used for an activity, having regard to the
appropriate quality,

» Effectiveness, the extent to which objectives are achieved and the relationship between the
utended impact and the actual impact of an activity,

» Efficiency, the relationship between the outputs, in terms of poods, services or other resulis.,
and the respurces used o produce them.

» Entity Refers to an organisation, which is subjected to audit — both for the headgquarters and
the feld units,

» Evaluation is the systematic collection and analysis of information fo answer questions
about activities, characieristios, and oulcomes of the programmes o make a judgement
abaut the programmes. suggest means for improving the programme effectiveness and assist
decisions about future programme development Programme evaluation is not limited to
appraising what 15 accomplished about costs but alsn whether the ohjectives of the
programmes are proper and suitable

> Government refers 1o the State Government of Uttarakhand.,

» Head of Department means any authority declared to be such for purposes of delegations
and exercise of administrative and financial powers as per prescribed scts, rules, and
regulation,

» Initial Memorandum refers 10 a levier issued by the Auditor to the Auditee Unit with certain
audit ohservations or requesting Audit Unit 1o produce relevant accounting records,
registers, files and documents for verifieation and clarifications on audit chservations during
the audit.
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*

|

Management refers o Head of Office (HoO) Head of Department (HoD), wherever
applicable.

Performance Audit, as per ISSAI 300, Performance audit is defined as “an independent,
objective and reliable cxamination of whether government undenakings, systems,
operations, programmes, activities or organizations are operating in accordance with the
principles of economy, efficiency and/or effectivencss and whether there is reom lor
improvement”

Policy and programme Policy is the broad statement of intent or principle proclaimed by
the entity competent 1o establish it and may consist of one or more objectives. The policy
objectives are accomplished through programmes framed consistent with the policy. The
programme consists of programme objectives, inputs, miplementation process, Organisation
structure, information system, accountability relationship, outputs, and impact. Auditors
need to distinguish between policies and programunes o enable them to select subjects for
performance audits and frame audit objectives.

Cualitative aundit evidence of a non-quantitative nature gathered during a performance
andit eg., imerview notes or document extracts, Forming conclusions about organisational
performance using qualitanive information requires the use of professional jedgement and
accordingly, the auditor would ordinarily seck cormborating evidence from different
sources or of a different nature

Record: It means any date., information, document, and file in whatever form ineluding
electronic and digital form, and includes vouchers, bills, invoices, challans, receipts, papers
authenticated photographs, audio and video tapes, facsimile papers whether mamtamed by
the auditable entity i1self or on its behalf by anybody or person or obtatned from third party
and relied upon by it for performance of its functions.

Recommendations are actions suggested by the auditor that will address the cause of audit
findings,

Reporting standards the framework for the auditor to report the resulis of the audii,
including guidance on the form and content of the awditor”s report

Risk HBased Assessment refers (o the process of (i) Identifving and analysing potential nisks
posing threat on the government agency’s financial aspects as well as achievememt of its
ohjectives, and (1i) Developing response to address the identified nisks and pnontizing audit
focus in the risk potential arcas,

Transaction It inclodes any act which results in outflow or mflow ol public money,
acquisition or transfer of any asset, store or stock or acquisition of a fature lisbility or right
0 reccive INcome or dssets.

Waorking Papers refer to those papers which are formally relerred 1o as (i) Audit documents
or (i1) Audit file. The documemts serve as proof of audit procedures performed, evidence
obtained and the conclusion or opinion of the auditor,
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List of Ahhreviations
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PWD Public Works Department
SAl Supreme Audit Institution
SBD Standard Bidding Document




Performance Audit Mamnual - Volume 1, Government of Uttarakhand

| SMC | School Management Commitice

' SPCE | State Pollution Control Board

, SWM _I Solid Waste Munagement |
UDD Urban ﬁe?el-nn]nuem Deepariment

ULB Urban Local Bodies
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Chapter 1: Ahout the Manual

This manual is designed to provide guidance for condueting performance audits in accordance
with relevant standards i.c. (Iniemational Standards for Sepreme Audit Institutions (158Als)
issted by International Organization of Supreme Audit Institutions (INTOSAL.

This manual is prepared in accordance with the guidance provided under clause 8 (a) of
notificaton no. 384KV (6)/1 466/ Three/2021 dated December 06, 2021, and clause 8 (c) of
notification no. A-584/XXVII (6)/1466/Three2021 dated December 06, 2021, The manual
containg comprehensive (nstructions and minimum requirements for smooth operation of
activities in relation to performance audit by Directorate of Audit (DoA).

Roles as defined under the Preamble and Chapter 2 (Intemnal Audit Institutional Arrangement)
of Uttarakhand Internal Audit Manual 2021, Volume [ will be applicable for the Performance
Audit Manual except in case of local bodies where the reles would be governed as defined
under section 1.3 {An overview of the Institulional Arrangement of Audit in the Stae) of the
Uttarakhand Financial Attest Audit Manual 2021, Volume [

The primary ohjective of the Performance Audit Manual is to provide guidance to Directorate
of Audit (DoA) on applicable professional standards, principles, policies, and procedures that
are o be adhered to when conducting performance audits.

With an intent to familiarize auditors with knowledge of performance auditing, the manual

shall attempt to achieve the following objectives:

* Promote professionalism and competence ol auditors in carrying oul performance audit.,

* Ensure consistency in audit approaches, provide minimum goidance, help achieve high
quality in performance audits,

* Assist Auditors to manage and conduct performance audits.

» Sctoout a basic framework within which professional judgement may be exercised on
analysing performance and reporting conclusions: and

» Stindardize the practice of performance audit by the Auditors in the Directorate of Audit
(DoA).

As per clause 1 (2) of notfication no, 384XXVII (6)/1466/Three 2021 dated December 06,
2021, Performance Audit Manual shall apply to all the auditees notified under the Gazetie
Notification No. 495 XXVII2012 dated 26 November 2012 as per the provision of Section
4(1) of the Uttarakhand Audit Act 2012. Auditee includes all the Government Diepartments,
Govermnment Institutions, Authorities, Awlonomous Bodies, Government Undertakings,
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Government Boards, State Agencies, Universities, and all other Institutions, which are

allocated or recéive grants or loans of any kind from the Conselidated Fund of the Central or
Stane.

The manual should be read along with financial handbook, rules and regulatons; Government
Orders issued from time 10 time and other manuals issued by Finance Department. All
procedures and technigues set out in these docaments, as far as they relate 1o performance audit,
should be followed with due care.

The manual is a “living document” which shall be updated based on changes in legal and
regulatory environment as well a2 changes in performance audit methodology and practices by
INTOS AL The manual shall be updated by the Finance Department at least within three Vears,
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Chapter 2: Performance Audit - Overview

Petformance auditing focuses on whether interventions, programmes and institutions ore
performing in accordance with the principles of economy, efficiency, and effectiveness and
whether there is room for improvement, Performance is examined against suitable criteria, and
the causes of deviations from those criterin or other problems ore analysed. The aim 15 to
answer key audit questions and to provide recommendations for improvement ([SSAL 100422).

As per ISSAL 300, Performance audit is defined as “an independent, abjective and reliable
examination of whether government undoriakings, systems, operafions, programmes, aclivifics
or arganizations are pperating in accordance with the principles of economy, efficiency andior
effectiveress and whether there is room for improvemen! ",

Figure I: Three Es of Performance Auditing

Ecceosny i minimising costs-of Effidercy is gattng e mie
FESGUTCES. LSed i periomag an from avadable tescurces. N is
activiy. The rescumas  ueag concarned with. the rmelalionzhip
shiald ba availalile In dua i, bstegen  resounces  employed
in and al apprapniste ey dhe  Epuim] and . euiputs
and qualily and &8 hHe best prics i damms of suantity,

Efciharoes |6 meskng  ©e
objectives sde and achievirg Be -
intanddad requits

ISSAI 3000.18/19 further adds that PA aims to achieve improved economy, efficiency, and
effectivencss in the public sector. Its objective is to contribute to good governance,
aceountability, and transparency, Performance auditing seeks to provide new information,
analysis, or insights and, where appropriate, recommendations for improvement. Performance
audits deliver information, knowledge, or value by:

» Providing new analytical insights (broader or deeper analysis or new perspectives)

» Making existing information more accessible to varwous stakeholders.

»  Providing an independent and authoritative view or conclusion based on audit evidence.
»  Providing recommendations based on an analysis of audit findings.
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Performance audit is about analysing and assessing the performance of government
programmes or public services. It is an information-based activity that requires analytical and
creative skills. /Performance audit differs in many ways from financial audit or compliance
audit, Key differences of Performance Audit from Financial and Cormpliance auditing are
shown helow:

Tabie I: Difference between Performance dudit and Other Audirs

Principle Ecanomy,  Efficiency and Compliance with Law, True &

Assess whether government  Assess  whether  financial
|interventions  or measures | operations have been carried
“have been conducted in out  in ‘accordance  with
accordance with the principles lﬂpﬂlﬂttﬂd:nn&l&gﬂhtmmmdl
of economy, cfficiency, and | whether accounts are reliable |

pEfectiveness =~ =0
| Purpose The purpose is to contribute to | The purpose is to venify if
public management | actions of the Head of Office
improvement {(HoOD) Head of Department |
(HoD} are according 1o the |
laws, rules, and official
Msoaitios =
Focus S Pﬁlﬁ}*._ programmes,  Financial — nmm?ms.,
I | organization, activities, and accounting, financial
Managemenl systems statemients, amd key control |
| procedures o
'_.:{mﬂr:mE basis i.lllﬂlE}{pE.r[mu: nf-;rnfrsmu:-nal -ﬁémunmnc}ﬁ]uw,ﬁd
relevant | evaluations and  familiarity | - Professional audit skills
Experience with methods applied in social
science as well as  other |
relevant methods/skills  and
| experience in the scctor of
audit | |
Auditor *s Role Performance Evaluation | Verify discrepancy between the |
' Methods Vary from asdit 1o audit standardised format ,
Audit eriteria - More open to the mudiions’ - Less open 1o the audiiors
S0 Ly Judgement. | Judgement
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-Unique critena for the | - Standardised criteris st by

individual audit legislation and regulation for
._ | all andits.
" Reports = E-'.p:e:iuj report published on | - Annusl opinion and/for report '
ad hoc basis. - Standardised |
| ~Varying  structure  and |
content, depending  on
! I:l’ﬂl_'iEE.ti\'Eﬁ_ | N

23 Objeive sl Seope oFPRGRBRE S

2.3.1: Objective of Performance Audit

The main objective of performance auditing is to constructively promale economical, ctfective,
and efficient governance and contribute o accountability and transparency. Performance audit
of govemment programmes’/schemes shall promote accountability by assisting those charged
with governance and oversight responsibilities to improve performance.

Through performance auditing, the auditors shall examine whethier decisions by the legislature
or the executive are efficiently and effectively prepared and implemented and whether the
citizens have received value for money. The other key objectives of performance auditing are
as follows:

» Provision of a basis for the improvement of public sector managemant.

» Improvement in the quality of information on the resulis of public sector management that
is available to policy makers, legislators and the general COMUMUmtY.

» Encourngement of public sector management to introduce process for reporting on
performance.

23.2: Seope of Performance Audit

The scope of the performance audit is primarily to independently asscss the economy.
efficiency, and effectiveness in the use of public resources. However, il also examines aspocts
of discharging accountability and due care in the use of resources. The scope of performance
audit would be different in different situations and eircumstances with varying emphasia on
various factors, depending upen the actual situation

A performance audit covers range of government activilies, including erganisational, financial,
and administrative systems. A performance audit may focus on a single programme, palicy, or
fund, or may focus on cutcomes or systems. looking across Programimes, policies and entities
that contribute to the outcome or system_ [t can focus on:

»  Activities, for example, procurement policics acioss govemment.
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b Chutputs, for example, productivity levels in government-owned Public Sector Undertaking
(PSLis).

» Dutcomes, for example, reductions in carbon footprint due to energy efficiency policies ip
Bovernment buildings.

»  Delivery ol services, for ex ample, speed and quality of government service.

§

A performance audit covers range of government activities, mel uding organisational,

financial. and administrative systems A performance audit may focus on a single programme,

policy, or fund, or may focus on dutcomes or systems, looking across programmes, policics

and entities that contribute to the outcame or system. It can focus on

® Activities, for example, procurement policies across government,

> Oulputs, for example, productivity levels in government-owned Public sector Undertzking
(PSUs).

* Outcomes, for example, reductions in carbon footprint due to energy eltliciency policies in
government buildings.

» Delivery of services. for example. speed and qualiry of government service

The core of performance audit is explained below:

24.1: Economy

Requirement according to 1SSAT 300;

Economy is minimising costs of resources used in perfofming an activity. The resources ysed
should be avarlable in due time, in and of appropriate quantity and quality and at the hest price
(ISSAL 33001 1).

Audit of cconomy will entail focus on the cost of inpuis and processes. and deals with the
folowing concerns:

» Rsourcas ugod ta obiain the = Tha progradnd activiey does not & The ingul chosen o abiginac
desined ooutput are not acquirs the appeapriaby bypa rapresel tha most
requived or mecessary; quality and amount of wtonmmical uie of publo

MEEOUrTas, funds;
= Rasources vsed could ba
obtzined o lower cost) = The program actvity doms niot o Thid fssounces |.a, human,
mandfe i< resourees with = fingeicial ar masenial resources
= Paying for a highes gualiy of wiaw b minimize tha overall have besn used sesnomicaly
mpu Fan hat required 1= ouAlay, s
aihiove the desirad culpul or + Actvities parformed by the
resulis | » Tha programi activity coukd mAnAgETEnL am in
have been designed o secordance with sound
imgaranted in anather way administrative prncipies and
which would have resultod in pollcies,
losstar cosis
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Economy is concerned with minimising the cost of resources used (staff, materials, and
cquipment) for an activity in the pursuit of its objectives and whether they are in accordance
writh sound administrative principles. practices, und policies of the Hewd of Office { o) Head
of Department (Hol¥). Following are the illustrative questions for audiling cCONOTY:

» Do the eniities procare the goods and services at the cheapest price in a specified quality”
Are resources wasted by procuring unneccssary goods or more goods than requirement?
Are equipment's remained idle?

Are vehicle and other resources used other than intended purpose?

Is the revenue collection cost higher than the standard”

Is there duplication of operations?

L

¥y ¥ ¥ ¥

2.4.2: Efficiency

Requirement according to ISSAI RIIH

Efficiency is getling the most from available resources. It is concerned with the relationship
between resources employed (the npuis) and outputs delivered in lerms of quantity, quality,
and timing. [ISSAT300/11)

Efficicney assesses the relationship between inputs and outputs, Audiung efficiency means
asking whether the inputs have been put to optimal or satisfactory use ot whether the same or
similar outputs (in terms of quantity, quality. and turnaround time) could have been achicved
with lewer resounces.

Efficiency is a relative concepl. A Process, mslrument of programite is cither more or less
e[ficient than another Comparison. Examples are comparing similar activities in comparable
entifies; comparing one process (in one entity) with the same process al an earlier point (n time;
comparing a process hefore and afier adoption af a policy or procedure; { ISSAT 31040/ )

General questions on audit of Efficiency arv a5 helow:

» FEinees wesad oo nil lead i the w Churiptss o pRsults have rot boon .Hmlmrrrnumammgmnaﬂn

daspd cotpuls; pirduee cost pffecively, enst ol i tanmes ol This guaky
anad quaniiy o The degloyad

o Mo -eplimal input cualpud rmaos o Thew poist smidisbie mienacks ipes

fa . low Eabour efsiocy mtos) OF LNNECAS5ary i BIDIng,
wmalher

o Slows Eplamoneabon o i « Husman, Frigincial amt ofier QrograTs, enalies A0 RCNES

e, FosoiFCas A nol whed afceeily A aMceonihy manegad, reg daiad
prganisad and manioned

« Fafure i ianimy and coninc
cofiornabtias. | . cosls WIEGE an » Whethed i stigialad oDjeces
indnchmls af enlibas taling anid ars Gongishent
program o aiganisahan B,

« Wil ker e gosmmimeTi progein
a Riecs E SCETGd Dos]
uiiiealy
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Aundits of efficiency can be in terms of

= Techmeal efficiency {for example, can processes be sircamlined w improve performance?),

» Allocative efficiency (for example, can efficiency be improved by allocating resources
differently) or

» Scale or synergy efficiency (for example, can the same output be realized with less input
by sharing means or processes, or even merging Organisations?)

Audit of Efficiency include examination of information systems, performance measures and
monitonng arrangements and procedures followed by muditee agencies for remedying
identified deficiencies. Following are the illustrative questions for auditing efficiency:
»  Could project'scheme’ program had been implemented differently that would have resulied
i improved timeliness and quality?
» Are adequate procedures and criteria for prioritising and selecting transport infrastructure
projects o ensure maximum impact m place?
Are schools maximising the use of their information technology equipmeni’s
Is hospital service affected due to non-availability of doctor and medical equipment?

2.4.3; Effectiveness

Requirement according to 1SSA1 300

Effectiveness is meeting the objectives see and achieving the intended resulis (ISSAT 300/11).
Effectiveness deals with oulputs, resulis, or impacts, It is about the extent w which policy
abjectives hove been met in (erms of the generated output. 115 concerned with the relationshap
between poals or objectives on the one hand and oulcome on the other. The question of

elfectiveness consists of two paris: first, 1o what extent the objectives are met and second, if
this can be attnbuted o the output of the policy pursuesd.

& Inadequate assassment of needs,; » Stipulaled objeciives nol being

= Unciear objectives, iInadequate aligned with the means employed;
means of programs; - U-ulp-.rlarfmdumed and the impacts

= Impracticability of implementation obgervad not in accordance with
of the project, activiies, processes the set objective:
and programs: « Dwverall impact not created as

= Objeciives not being met, expected (o the larget groups;
management not pricrifising the » Extent of instrumenls used have in
achievameni of objechves; fact nol contributed towards the

» Inadequate monitoring baing dane achievernant of the policy
by the management objectivea.
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# Assess whether govemment programs have been effectively prepared and
designed, and whather thay are clear and consistent;

» Assess whether the objectives and the means provided (legal, finandial etc) for a
PEW oF oR-going program are proper, consisient, suitable and relavant;

r Assess the effectveness of the organisational struciure, decision- making procass
and managameant aystem for program implemantation;

# Assess whether the program supplements, dupbcates, ovarlaps or counteracts
other related programs;

w Agsess the adequacy of the syslam for measunng, mondoring and reporting a
program's effectiveness;

» Assess the effectiveness of government investments and programs andfor theair
indwidual componants, La. ascartaln whather goats and objectives are mat;

« Agzgas whathar the obsarved direct or indirect social, sconamic and
gnvironmeantal impacts of a policy are due 1o the policy dug (o othar causes;

» Identily factoss that Inhibil satisfactory performanca or goal Tullitment;
» Anzlysa causes of findings and observed problams in identifying ways of making
govarmnment activities and programs work more effectively, and

« Identify the relative utlity of akemative approaches (o yield better parformance o
yvield factors that inhibit program effectiveness.

In auditing effectiveness, Auditors shall distinguish wnong oulputs, outcomes, and impacis.
The outputs pertain to results of certain inputs produced by the organization. They are
generally within the organization. The outcomes relate to the results external to the
organization over a short to medium term, And impact refers 1o the effect of the oulcomes on
the society in the long run.

In performance audit, all the four elements i.e., inputs, outputs; outcomes, ond impact are
examined for a program/scheme/processfactivity. There are several performance measurement
aspects they can examine. For example,

» What 15 the quality of the output?

> What is the rate of error?

= How relisble is the serviee?

» How do users rate wiility of an output?

Tosum up, an Auditor is guided by Programme Logic Model of any programme/schemefentity
1o identify and sct out the relationship hetween the socio-economic needs to be addressed by
the mtervention and its objectives, inpuls, processes, outpurs, and outcomes, which are the
results, as illustrated below based on one typical need of a community, i.e., drinking water
LSS,
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Figure 2: Programme Logic Model

P DR B
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A hasic understanding of the concepts of economy, cfficiency and effectiveness in public
administration forms the foundation for performance auditing. The concepts clarify what from
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a performance perspective can be problems or

wesknesses that may be addressed by

performance audits. Examples of different focuses of performance audits linked to three B's
are provided in the box below.

Table 2: Examples of applving concept of three Eg in Performnace Audit {PA) are provided in

the box below:

Rectors

Assessment
of outeoms
of Distriet
Huspitals in
State
Govemment

AR

Food Safety.

Page 20 of 140

Examples of

Check whether

medicine,

equipment's and other

materials were
procured at the right
time, right quantity
and at right pricing?

Expenses incurred on
lab testing:

EFFICIENCY
Verify Bed
Occupancy Rate
(BOR) a ensure
whether the available
infrastructure and
PIOCESsCs tre
adequate for delivery
af health services.

Check whether State
Government has
preseribed standard
norms or adopted
IPHS norms for

provision of OPD and

IPD services?

Check whether Stale
Government had
performed any
pssessment for
Manpower,
equipment’s and
infrastructure based
on current level of
patient load?
Utilisation of
respurces such as
proper utilisation of

samples;

of Performance Audits

EFFECTIVENESS

Whether medicine of
desired use and quantity
were deliversd as intended
and utilised before the
expiry date?

Check whether prescribed
QPD /1PD services are
provided as per rules,
regulanion and guidelines
ape provided?

Increased quality of food
inspection
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Table 3: Example af sample Questions for applving the concept of three Ei in PA
fImplementation of Food Safaty and Standards dcr in Stare Crovernment)

Economy - Keeping the cost .nf food mai'plt mﬁng and delivery charges low

An audit of the food safety based on economy may ask the following questions:

» Has the food department checked the charges of lab testing before sending the samples?
»  Has proper delivery of food sample ensured before sending food for sample testing?

» Has delivery service procured at lowest cost?

» [s expenditure within budget?

Efficiency — Making the food quality effective

An audit of food saftey based on efficiency may ask the following questions:

*  Whether the food have been properly tested?

»  Whether the same or similar output in terms of quality could have been achicved with
fewer tests?

» Is the department getting the most output, in terms of sample testing from the inputs and
actions?

» Could the same output have been achieved with less input?

Effectiveness - Achieving the stipulated aims or objectives

An audit of the food safety based on effectiveness may ask the following questions;

» Duoes the collection of samples meet the intentions expressed in goals and objectives?

= Do the sample test provided specific resulis as expected?
I5 the achieved outcome in terms of the quality of food sipnificantly affected by no. of
sample test conducted?

Note: Different perspectives may be used in the same audit. In assessing efficiency, the
auditor must consider whether the resources have heen acquired and used economically and
ask whether the resources employed have been soquired economically and used efficiently,
The auditor must choose a focus in the audit and cover some of the most important aspects.,
given the context and their understanding of the problems in the area

20 Intoimsipnal Stidsidy on Perlonmiher Audit.

The International Standard of Supreme Audit Institutions (ISSAl) for Performance Auditing
developed by the INTOSAI aims to promote independent and effective awditing and provide
basis for development of a country’s own professional approach in accordance with their
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mandates and with national laws mraguhnons The Standards on performance Audit issued
b}f]lﬂ'ﬂﬁhlaaﬂmwnlmlnw

Table 4: infernational Standards on Performance Audit

3000 Standard puﬁ:mmmmﬁ:iﬁuﬂ:mm
be used in conmjunction with
15SA1 100 and ISSAT 300
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m

select audil topics and design
the audit

Conducting the audit to obtain
sufficient  and  appropriate
evidence 1o suppont  the
auditor’s findings and
conclusions.

Reporting — the format of the
report, the report contents and
its diswribution, follow-up of
previous findings and
recommendations in
performance audit reporis, 1o
idemiify and document the
impact of the audit and the
progress made in addressing

the problems

_

The concept of performance auditing can also be extended to include additional 3 E's. These
dare;

2.7.1: Environment

While conducting performance auditing, the auditors must also focus on its environmental
sustainability and evaluate the long run impacts of the acti vity on the environment. Sustainable
development is defined as development that meets the needs of the present generations without
compromusing the ability of the funre gencration 1o meet their own needs. The auditors must
assess whether appropriate consideration and due regard has been given to the effects resource
utilisation may exert on the environment.

2.7.2: Equity

Equity, in the context of performance auditing, refers to the extent o which resources and
services have been distributed fairly, equitshly, and mpartially. Incorporating equity as a
measure, will address distributional aspects, as well as facilitate the intent 10 ensure the
inclusion of all communities, beneficiaries, penders, disabilities. ethnicity, caste, religion in
any projects, programmes, etc. Moreover., public policies of protection and social development
play a critical role in building equity, Equity issues can be included in performance audit as an
additional ‘E" or as an effectiveness issue where it is an explicit policy goal or programme
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objective. Equily asscisment may inclede, for example. equality of access to SSrVICES,
distributional impacts, and impact on regional disparities. IF equity 18 compromised, so would
he the effectiveness of the program.

2.7.3: Ethics

Ethics are moral principles that govern 3 person’s behaviour. In the context of performance
auditing, ethics concerns the degree 1o which the public officials responsible for managing the
atilisation of resources conduct their tasks with honesty and imegrity and conform to moral
duty and obligation. Ethics in managing public funds is a significant aspect of public
accountability and any violation of ethical standards negatively affects the outcome and
effectiveness of the programme under review, Moreover, ethical breakdowns can be Very
costly, for eg.. an unethical employee could falsify company records or engage in other
inappropriate actions harming the progranyscheme, governing body, public etc.

L e

As per [SSAT 3000, there are three types of audit approach which auditor can select Lo perform

Performance Audit:

» Result - oriented: A result-oriented approach asscsses whether outcome or outpul
ohjectives have been achieved as intended or programmes and services are operating as
intended. It can be used most easily when there is-a clear statement of desired outcomes bt
oulpuits (e.2., in the law or o strategy decided upon by the responsible parties for e.g.

» Problem - oriented: A problem-oriented approach examines, verifies, and analyses the
causes of problems or deviations from audit criteria, A prablem-oriented approach deals
primarily with problem venfication and problem analysis. It has its starting point m a
problem or a “known” deviation from what should ar eould be.

»  System - oriented: A sysiem-oriented approach examines the proper lunctiomng of
auditee’s systems, Frequently, elementary principles of good management will be helpful
in examining the conditions for efficiency or eflectiveness even when there is a lack ol a
clear consensus on a problem or when outcomes or outputs are nat clearly stated.

For detailed guidance on audit approach 1o be used m performance audit — please refer section
5.5 — Deciding Audit Approach and Methods.

A performance audit assignment passes primarily through four phases, these are:

Audit Planning: In this phase, an suditor performs selecton of topic for performance audit,

Planning is necessary to obtain sufficient, relevant. and competent evidence in an efficient and
timely manner.

Audit Execution: The execution phase of a performance audit involves execution of an audit
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programme in accordance with developed audit plan including collection of sufficient relevant
and reliable evidence. quantitative and gualitative analysis, formulation of audit findings,
conclusions, and recommendations,

Audit Reporting: Upon completion of a performance audit, a report is prepared For
consideration by the auditee agency and other users, Throughout each stage of a performance
sudit the emphasis should be on the production of balanced report which should have value
adided impact to the society.

Audit Follow-Up: Follow-up procedures should identity and document performance audit
impact and the progress of the agency in implementing  audit recommendations, Follow-up
audit is vital to provide feedback to the audites agency and other stakeholders on performance
aucht effectiveness in bringing improvements in public sector management.

A detailed exposition of these phases will appear under relevant chapters dealing with each of
these phases.

Figure 4: Following diagram represents the stages in performance audit fife eyele.
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(hapter 3: General Principles of Performance Auditing

Throughout the manual, the ISSAT principles, standards, end guidance on performance audit
have been provided. However, the auditors are still expected al least 10 have knowledge and
understanding of the internauonal siandard on performance audit frameworks including
governance, risk management and capable of exercising professional judgment. The officials
of Directorate of Audit (DoA) may download the international standard, principles, and
guidance on performance audit from 1SSAT official website!.

Some essential concepts asuditors must embrace as fundamental perfermance auditing
principles are a3 under:

B T

Reguirement according to 1SS AL 3004

The auditor shall comply with the Audit Institutions procedures for independence and ethics,
which in turn shall comply with the related 1SSAls on independence and cthics (I55Af
3000/21).

The auditor shall take care to remain independent so that the audt findings and conclusions are
impartial and will be seen as such by the intended users (15547 3000/23,,

Independence and ethics are important 10 enable auditors conduct auditing without yielding 1o
any undue pressure, nor dispense dny favour of TESORt Lo any unethical means that would
compromise free and fair conduct of audit. Particularly, for a performance andit, an auditor and
the team should have independence to make key decisions, such as:
» identifying und deciding on an audit topic.
establishing the audit abjective.
identifying the applicable criteria.
determining the methodological approach to the audit.
assessing audit evidence and forming conchusions.
discussing audit criteria and findings with the auditee entity.
assessing the positions of various stakeholders; and
writing a fair and balanced report.

L GV Dot R A B
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I' 3 Six major threats 1o indenendence diring o performanece audi fGLID 3010704

*The threal that a financial af ather personal intargod will
Inrappropriately influence an auditor's judgment or
betaviayr.

*The Threat that an auditor will, as 3 result of political,
leclogical, soclal or other convictions, take a position

thalis not objective_

*The threat that _Ipurunﬂ.ﬂ relationships with family,

frie & audita e

nds, elc. in d.a will cause the
mdﬂwhmkaapu!ﬁnnmmisgmm. i

-E&Wﬂﬂ;mﬂwm of pressures h‘#
act an 8 abdity to make mdependent an
uhﬂcﬁvaiudpaunm

-nmmmmmatmmﬂturnrauditnmm”ﬁmm
mmmhmma@anﬂymusu
that expenence to affsct its conciusions,

*The threat that results from an auditor crossing the fine
framhaingmnmnﬂtw:itnrtuhainga rt of the
interral management struciure of the aud BEMNCY,

Table 5: Control mechanisms that con safegtiard against threars ro fndependence

* Involve another person to review work done or advise as necessary, without
compromising independence,

> Consult a third party. such as a commiitee of independent  directors, a
professional regulatory body, or professional colleague,

* Rotate personnel to performance audits of different entities after a few vears, to
encounter the familiarity threar,

* Ensure that all individuals working on an audit confirm their independence
before commencing work on the sudit and consider their independence
throughout the andit.

> Remove s person from the audit when that person’s financial interest,
relationships, or activitics ereate a threat to independence,

Ethics are the moral principles of an individual that include integrity, professional compelence,
and due care, professional bebaviour, and confidentiality,

There is need 1o consider written declarations from personnel 1o confirm compliance with the
Directorate of Audit (DoA)s ethical requirements: and putting procedures in place for
personnel to report breaches of ethical requirements. Following are the components of ethics:

Integrity: To act honestly, reliably, in good faith and in the public interest. The Directorate of
Audit {DoA) should have policies and procedures in place that:

> Emphasise, demonstraie, support. and promote integrity,

» Ensure the internal environment is conducive for staff 1o raise ethical breaches: and

»  Engure responses to integrity breaches are waken in a timely and adequate manner
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Professional competenve: To acquire and maintain knowledge and skills appropriate tor the
role, and act in accordance with applicable standards and with due care. Dhrectorate of Audit
{DoA) need to adopt policies and procedures 1o ensure performance audits and related tasks
are conducied by staff that have the appropriate know ledge, skills, and abilities 10 guccessiully
conduct their work. Such policies and procedures can inelude:

» Putting in place competence-hased recruitment and human resources practices

» Assigning work teams tha collectively possess the expertise required for cach
assignment.
Providing staff with appropriate training, support and supervision.
Providing tools to enhance knowledge and information sharing. and encourage staff to
Use these toals; and
Addressing challenges arising from changes in the public secior envirfonment

ryYyYyry

Professional behaviour: To comply with applicable laws, regulations, and conventions, v
avoid any conduct that may discredit the image of Directorate of Audit {DoA). The officials of
Directorate of Audit (DoA) should be aware of the standards of professional behaviour
expected by its internal and external stakcholders, as defined by the laws, regulations, and
conventions of the society in which they operate. and conduct husiness accordingly and in line
with its mandate.

To promote the highest standards ol professional behaviour and 1o identify activities that are
inconsistent with that standard, Directorate ol Audit (DoA) must provide direction on expected
behaviour and implement controls 1o monitor, identify and resolve deviations from it.

Confidentiality and transparency: Dircclorate of Audit (DoA) should have policies and
procedures in place to ensure that it balances the confidentiality of audit-related and other
information obtained during a performance audit with the need for bransparency and
accountability, The Directorate of Audit (PoA) <hould also have an adequate system in place
lor maintaining confidentiality as necded, especially aboul sensitive daia.

Flgure i Exampley of what can be done and vwhat can be avolded 1o mainuin professiomal
ethics!
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‘

Requirement according to ISSAT 3000:

(ISSAT 1000:25).

The three parties in public-sector audits are the suditor, responsible party and intended users,
They may assume distiner characteristics in performance anditing.

The responsible party may refer 1o those responsible for the subject matter, for providing the
auditor with information, and for addressing the recommendasions. In performance audits, this
role may be shared by individuals or organisation

The intended users are the persons for whom the auditor prepares the performance audit report.
The legislature, exccutive, government agencies, third parties concerned by the audit report,
and the public can all be intended usere. T is also important o consider the needs and mterests
of the intended users and responsible parties. By doing $o the auditor can ensure that the audit
report is most usetul and understandable o these entities

§

Requirement according to ISSAT 3000:
The auditor shall wdentify the subject matter of a performance audit ({5547 NN 29),

The subject matter relates 1o the question “what is audited” and is defined in the At ccope,
The subject matter of a performance audit may he specific programmes, undertakings, systeims,
entities, or funds and may comprise activities (with their outputs, outcomes, and impacts) or
existing situations, including causes and consequences, The audit scope is the boundary of the
audit and is directly tied to the audit objectives. The audit scope defines the subject matter that
the auditor will assess and report on, the documents or records to be examined, the period
reviewed, and the locations that will be included.

Performance suditing examines whether decisions by the legislature or the executive are
efficiently and effectively prepared and implemented, and whether taxpayers or citizens have
received value for money.

T R i

Reguirement according to ISSAT 3000;
The auditor shall communicate assurance about the outcome of the audit of the subject marter
against erileria in a transparent way (15547 3000/32),

According to GUID 391027, reliable and valid information requires that the conclusions on
the subject matier are logically linked to the audit objective(s) and criteria and are supported
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by sufficient and appropriate evidence. s important for the auditor 10 make the links clear
hetween the audit objectives, criteria, and findings hased on solid evidence. This is done by
being clear cn how findings, criteria and conclusions were developed noa balanced and
reasonable manner and why the combinations of findings and critenia result it a certain overall
conclusion of set of conclusions. The assurance provided 1o the intended wser must be
communicated transparently

The Audiiors taking up performance auditing must be able o provide cenain degree of
confidence to the intended users and responsible parties of the value addition from the
performance audit undertaken. Further, the auditor must provide assurance of the outcome of
the andit undertaken.

Assurance can be conveyed in separate Ways. Some examples of how this can be done include,
hut are not limited to, the follewing:

a) through an overall view on aspects of economy, efficiency. and effectiveness, where the
audit ohjective, the subject matter, the evidence obtained, and the findings reached allow for
guch o conclusion;, or

b} by providing specific information on a range of points inchading the audit objective, the
questions asked, the evidence obtaned, the audit criteria used, the findings reached and the
specific conclusions.

S e | T e e

Requirement according to 1S5A1 3000:

Ensure that the audit team has collectively the necessary professional compelence o perform
the audit (I55AT I0ME3).

Performance auditing requires a wide range of skills and disciplines, mcluding: a) research
design, b) social sciences, ¢) seientific investigation/evaluation methods and the experience
peeded o apply such knowledge, d) good knowledge of orgamsational management, )
knowledge of government organisations, programmes, and functions, f) personal qualities
including integrity, creativity, judgment, analytical skills, team work, g) ability o communicate
clearly and effectively, orally and in writing; and H) special skills depending on the nature of
the specific audil (e.g. statistics, information technology (IT), engineering) or experl
knowledge of the subject matter concemned.

Use of External Experts

Experts are often used in performance auditing to complement the skills set of the et team
andd 1o improve the quality of the audit, An expert, if needed, is a person or firm possessing
unique skills, knowledge, and experience in a particular Feld other than audinng. Before using
experts, the Directorate of Audit (DoA) necds 1o ensure that the expert has the necessary
competence required for the purposes of the audit, and that the experts is infonmed aboul the
conditions and ethics required. The expert must be well informed about rules of confidentiality
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and 1o be free from conflict of Interest. in ANy manter,

Useful expertise for performance auditing team members, project managers or outside
experts

Research Design

Scientific evaluation methods

Social sciences

Specialised knowledge on the wpic of audit such & information technology,
cyberspace, and engineering and

Legal

“

Requirement according to ISSAL 3000:
Ensure that the work of the audit siaff at each level and audit phase is properly supervised
cunng the audit process, ([SSAI S00Va6)

YyY¥Ywvyvy

Supervision is essential for the audit team and individual members to ensure thar sudit
objectives are met, and the quality of the audit work is maintained. The leam leader shall
maintain supervision over the audit team and ensure sufficient guidance and direction is
provided to the auditors so that focus on audit objectives is not lost and applicable audit
methodologies are followed, Likewise, the Directorate of Audit (DoA) shall maintain desired
level of supervision over the performance of respective auditors, Following are some of the
kKey aspects of Supervision:

Ensuring that all the team members fully understand audit objective(s) and questions
Ensuring that audit procedures are adequate and appropriately carmied out

Ensuring that audit evidence is relevant, relishle sufficient and documented

Ensuring national’ International auditing standards are followed

Identifying matters that require extemal experts’ involvement

Providing hand-on support in solving issucs

Reviewing and approving the audit work

M Brlessohad fudgient and seeptichm

Requirement according to ISSAT 3000:

The auditor shall exercise professional judgment and scepticism and consider issues from
different perspectives, maintaining an open and objective attitude 1o VAMIOUS Views and
arguments (IS5A1 3000/68).

YYyYyyrvyveyvwy

The guditor shall assess the risk of fraud when planning the audit and be alert 1o the possibility
of fraud throughout the audit process (ISSAI 3000:73),
The auditor shall maintain a high standard of professional behaviour (ISSAT 3000/75),

The auditor shall be willing to innovate throughout the sudit process (ISSAT 3000/77
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Performance sudils require significant judgment and interpretation because audit evidence for
this type of andit is more persuasive than conclusive in nature. Professional judgment refers
1o the application of collective knowledge, skills, and experience to the audit process.

Auditors should always exhibit professionalism through compliance of relevant laws,
regulations, and professional obligations, and avoid any conduct that would bring disrepute to
the Intemal Audit profession.

Some examples of how you can apply professional  professional  Judgement  and

judgement during performance audits inglude: scepticism meed 1o be applied
» Deciding what to audit ‘Fm;ﬂl‘“ﬁmm audit
i . . W e i
- netzn-nlmmg:he required level of understanding of 1 tian of ahdit destions
the subject matier. : that are neutral and ohjective
» Determining the nature, timing and extent of sudit 3y Selecting appropriate sCope amd
procedures and methodology methedologies

» Revise risk assessment because of idenmified 3 Interviewing offictals
material or significant in-consistent information 4) Assessment of mudit evidence

»  [Evaluate the reliability of data to be used during the 2, mms o pfficial report
it

» Evaluating whether sufficient and appropriate audit evidence has been obtamed:; and

» Comoborate testimonial or evidence from a single source with secondary source of
evidence

» Determining the recommendations o be made, as appropriate, 10 address foot causes of
the problems identilied

i G | e R G (e

Requirement according to ISSATL 3000:

Establish and maintain a sysiem to safeguand quality, which the auditor shall comply with 1
ensure that all requirements are met, and place emphasis on appropriate, balanced. and far
reports that add value and answer the audit questions {[S5A1 J00VTO).

Quality control is a system of policies and procedures put i place by an SAT to ensure that the
audit repons are appropriate, balanced, fair, add value, and are following [SSAls, Quality
control should be present in all phases of the audit process: planning, exceution, reporting. and
follow-up, Such policies and procedures should be set by the head of the SAL who retains
overall responsibility for the system of quality control (ISSA1 L40).

Auditors should apply procedures to safeguard quality, ensuring that the applicable
requirements are met and placing emphasis on appropriate, balanced, and fam repons that add
value and answer the audit questions. Maintaining quality control is mainly to ensure that audits
are condueted ar 2 consistently higher standard through providing direction, supervision, and
review of the audit process.
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Figure 7: Key elements of quality control for performanee auditing

Performance audit is a process in which the audil team gathers a large amount of audit specific
information and exercises a high degree of professional judgement. This must be considered in
quality control, The need to establish a working atmosphere of mutual trust and responsibility
and provide support for audit teams should be seen as part of quality management, This may
entail applying quality control procedures that are relevant and easy to manage and ensuring
that auditors are open to feedback received from quality control.

Measures that safeguard the quality of the audit process and the audit report will be effective
if they can ensure that the audit provides a balanced and unbiased view, adds value, considers
all relevant viewpoints, and satisfactorily addresses the audii questions, An effective Quality
control system will also have mechanisms to consider the audit leam’s perspectives ensuting
that audit teams are open to feedback received from the quality control amd assurance system.

B T e s T

Requirement according to 1SSAT 3000: _
The auditor shall consider materiality at all siages ol the audit process, including the financial,
social, and political aspects of the subject matter with the goal of delivering as much added

-~

value a5 possible (ISSAT 3000/83)
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Materiality can be defined as the relative importance
{or significance) of a matter within the context inwhich  Impertant considerations hefore

it is being considered. In addition to monetary value, decislons related to materiality when
i ; . b selecting audit topics:
materiality includes issues of social and political 1 :
TS ¢ _ e Signs or risks: to ‘Bconomy,
significance, compliance, Lransparency, governance, efficicncy and/or effectiveness.
and accountability, 1t is important for the aaditor 1o e Financial significence, seocially
keep in mind that materiality can vary over time and and/or potitically,

can depend on the perspective of the intended users and  ° T:::E“:m;l;mm inpaat.

responsible parfies. : Mh; o sE;pe

Auditors should consider materiality at all stages of the audit process. Thought should be given

not anly to financial but also to social and political aspects of the subject matter, with the aim

of delivering as much value addition as possible, Materality is an important consideration for

different aspects of the performance audit such as:

{iy  Defining the objective

(1) Audit critenia

{ifi} Ewvaluating the audit evidence

(iv) Creating documentation and,

(v} Managing the risks of producing inappropriste or low-umpect audit findings or audit
Tepors,

SRR (T I T e e

Requirement according to ISSAI 3000
The auditor shall dociment the audit in a sufficiently complete and detailed manner (FS547
FOENES).

Auditors ah-:mld duanmL the eudit in oo onte to be maintained as part of audit
aceordance with the circumstances thereol,  documentation ncludes:

Information should be sufficiently complete and  »  An index for the information incheded in the
detailed m© enable an cxperienced auditor, file _ 3

having no previous connection with the audit, o ;::;':'njmm“?.tm'mg i dﬁcﬁﬁ
su‘r.umqumﬂy determinie El.-ha_t work was done to P :12:.3 sn:n].ngg.'m

arrive at the sudit findings, conclusions, and Audit meetings with audited entity
recommendations. Sufficient and appropriaie Inlerview records

audit evidence must be gathered and Audised entity’s audit policies and procedures
documented. Records of file reviews, observations, of
inspections

Adequate documentation is important to pravide Answers 10 GUeatonnaiies

u elear understanding of he dudit work | ° Draummiaton ot Ked phisolidis.
carried out, W enable an expericnced auditor w& R

with no prior knowledge of the audit o

understand the nature, timing, scope, and results of the audit work performed, angd the audit
evidence obtained o suppart the andit findings, conclusions and recommendations, and the
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reasoning behind all significant matters thar required the exercise of professional judgment

It is important for the auditor to prepare the audit documentetion in & timely manner; keep it
up to date throughout the course of the audit; and complete the documentation, to the extent
possihle, hefore the sudit report is issued.

Understandability from audit decumentation
> Nature, timing, and extent of audit procedures
» Findings of the audit work and evidence obtained
» Significant matters that arose during the audit
» Conclusion reached from significant matters
* Key decisions in reaching those conclusions
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Chapter 4: Pepformance Andit Strategic Planning
This chapter provide guidance on preparation of performance audit strategic plan and annual
audit planning, Performance andit strategic plan is being divided in two parts:

Part A — Approach & methodology for preparation of strategic plan‘annual performance
audit plan for initial 2 years; and

Part B - Preparation of strategle plan‘annual performance audit plan using risk-based
approach (RBA).

Reguirement according to ISSAT 3000

The auditor shall seleet audit topics through the sirategic plapning process by analyzing
potential topics and conducting research to identify risks and problems. (ISSAT 3000/89)

The auditor shall select topics that are significant and auditable, and consistent with the
mandate, (15SAT 3000/50)

The auditor shall conduct the process of selecting audit topics with the aim of maximizing
the expected impact of the audit while taking sccount of audit capacitics. (ISSA! 3NKY1)

Reguirement according to GUID 3920 Selecting an audit topic for Performance Audit as
part of the strategic planning process.

41 Seisic Plan Al Performance AW M

Directorate of Audit (DoA) shall carry out strategic planning i Performance Audit as per the
guidelines provided in this manual. The ultimate outpul artived with this process is getiing a
list of potential audit topics on which performance sudit 1o be carried out in the next 2 years,

The Dircctorate of Audit {DoA) shall primanly be responsible for preparation of Strategic Plan
and Annual Performance Audit Plan,

The objectives of Strategic plarming in terms of Performance Audit are as follows:
» Provide basis 1o give strategic direction for future audit coverage.
> Identify and select audits with the potential to imprave public sector accountability and
administration.
» Prepare an operational plan that can be achieved with expected/available resources.
» Understand entity risks and consider the same while selecting audit topics; and
» Provide a basis for asccountability of Dircctorate of Audit (DoA).

The strategic plans of performance audit shall be updated anrually and should aim to:

» Ensure that the programme coverage broadly reflects extent of audit
» Establish an adequate cycle of performance audit coverage
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> Deliver a range of performance studies within defined timelines, expected quality and
within agreed budgets.

DOA has adopted the Performance Augdig by the notifications as defined under section 1.1 of
this manual. Performance Audit being relatively new area for audit for the officials and DOA
with other types of Audits. Herce for the case of adaptability nitially a relatively simple policy
direction for strategic performance audit planning is established. The intent behind the same is
o provide guidance to conduct a small number of performance awdits during the initial first 5
vears and then gradually move to more systematic approach ie., selection o audit topics using
Risk Based Approach, ie., selection of audit topics using Risk Based Approach which is
defined in section 4.2.2: Preparation of Strategic Plan/Annual Performance Audit plan
using Risk Based Audit (RBA). This would rank potential topics against qualitatve Aspects
to determine whether the topics are significant.

Step 1 — Preparation of guideline by Directorate of Audit

The Directorate of Audit shall plan the topics 1o be selected for performance audit in the
Strategic Audit Plan during initial five years. The guideline shall indicate the factors,
mechanism, structure, and formais to be followed for preparation of performance audit strategic
plan and correspondingly, annual performance audit annual plan,

The analysis of potential topics shall be performed considering risk, nature. size, and other
factors for each program/ scheme! activity, Following are some of the illustrative factors can
be considered for evaluation of audit topics:

* Fmancial or budgetary amounts that are substantial, or any significant changes in the
state budget in terms of Scheme for e.g., i case the Widow Pension Fund budzet has
been doubled in span of two years,

» Scheme’ programy activity where targets or KPIs were under-achieved or nut achieved.

B Areas laditionally prone to risk (eg, IT systems, procurement, lechnology,
environmental issues, and health for e.4.. Health Infrastructure enhancement during
Covid and Post Covid.)

B MNew or urgent activities or when changes in conditions {e.g., requirements and
demands) are involved,

» Cases highlizghted by Financial Attest Audit or any other audits in terms of managing
program/scheme/activity. For e.g, In the scheme of UDD “Houwsing for all”, various
Urban Local Bodies (ULB) that the expenditure was overbooked by spending the
specific grants for the payment of salary to the staffs of ULBS

= Reports of the Central Government, Niti Aavog, State Planning which indicates the
patameters or the indicators of the State, which considerably pushed down in Rank.

*  Any request from an Administrative Department | AD)

Step 2 - Selection of the Audit Topic
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The Directorate of Audit (DoA) shall lay down a lier of topics in the Strategic Awdit Plan,
during the preparation of Annual Integrated Audit plan, Directorate of Audit (DoA) shall
select andit fopics  from the list of Strategic Audit Flan. An annual audit plan shall include
Performance Audit ag per the audit personnel and officer’s strength  with the technical
capacity of the officers to conduct audits.

The following are the steps to select the Performance audit topic.

» The Director, Direstorate of Audit (DeA) shall form a committee/authorise @ senior
official to suggest the tentative performance audil topics hased on audit topics lad down
in the Strategic Audit Plan, The list of patential audit topics shall inelude the summary
and fallowing details also to have a bird-eye view

< Audit Objective

& Scope of audit

& Audit Criteria within 04 weeks of formation of commitiee/ nomination of senior
afficial.

» The Director Audit (DoA) shall finalize at least three 1o five audit topics from the st
of audit topics a5 laid down in report. The audit topics for performance audit shall be
{inalized by the Director within next (4 weeks. DOA may discuss with Departmental
heads on the topics that may be selected for Annual audit plan of forthcoming audit
calendar year {July to Junel.

» Director would select teams for an elaborate desk review for all the audit topics
selected, this shall be completed within next 4-b Weeks (depending on the availability
of the records or data for the ¢111.it3.r.".5:;:hﬁmc.fa-;;1ivi;t§.r}

» Based on desk review, the Director, DoA shall finalize the topics of Performance audit
with Audit Objectives and Scope of audit including the time for each of the audits and
the auditee units.

» Finally, the Divector of Audit (DoA) shall approve the Annual Performance Audit Plan.
The plan shall be sent for review 1o the Finance Department, with deemed approval in
one month, until the Finance Depariment.

Nove: The complete audit planning cycle should hegin at least in January to February Jfor nexi
audii calendar vear (July to Junek: In the month of Jarntary and February topics shall be
selected and in the nexi month the Director, Dod io finalise the potential list of audit topics
ii.e., February and March). The audit teams shall review these rapics by the end of April and
DOA shall finalise the Annnal Performance Audit plan within a week fo finalive Integraved
Audir plan.
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strategic Audit Plan
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Performance Audit on the directions of authorities and
request of administrative departments

% Direction of State Level Audit Committee: State Level Audit Committee may direct
Finance Department to conduct Performance Audit for any scheme of process or
ackivity,

+ Request by Administrative Department: Administrative Department (AD) may
request Finance Department  conduct of Performince Audit of any scheme or process
or activity

< Direction of Finance Department: Finance Depariment taking copnirance Suo molto
may at direct the Directorate of Audit for conduct of Performance Audit of any scheme
O process or activity and accordingly.

In all the above cases the Finance Department shall issue an appropriate order / dircctions for
performance audit to the Directorate of Audit either fo conduct immediately or include in
annual audit plan

Anuual Operational Plan: The annuval operational plan shall consist of various stages in the
PA process based on subjects. In the stand-alane repart system, reporis staggered throughout
the year rather than finalising all at once. In such a case, the performance audin shall be carried
forwand in the next financial vear, The petformance audit has various stages, and cach stage
may take considerable time based on the extent of audit, the geographic area covered. number
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ol units 1o be audited, number of ycars, sample size, complexity of the audit, collection of audit
evidence by survey/Focus group eic.

The steps of performance audit and the tentative timelines 15 being depicted in the diagram
below:
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The stratezic plon shall generally cover several years and guide 1o the auditor i selection of
topics, programmes, themes for audit Consequently, performance audit selection decisions
must be taken through risk-based approach by the Dircclorale of Audit (Do}

The strategic planning process will be schieved by
» Environmentsl scanning relevant to performance audits
»  Constanily reviewing the wider performance audit areas for relevance
»  Facilitating a wider consultation process o obtain inputs from relevant stakeholders in
government
» Maintain planning methodology for nsk an alysis and reporting.
» ldentifying internal and external subject matter experts

Figure 8: Following figure represents the various ways of getting (nformation, sweps for
processing the mmformalion peceived and ouiput from the enfire process:
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Following the formal approval of Strategic Audit Plan by Direclorate of Audit (DoA). the
process of preparing the annual audis plan is the responsibility of Performance Audit Division
al Directorate of Audit (DoA). Annual audit plan is an exercise of bilance hetween the sudit
pricrities and the resource availability, One of the impartant componenis of aodit plan is the
selection of specific subjects for performance audits to be underiaken during the year.

One key component of the performance audit plan would typically include subjects relating 1o
specific areas or sectors in Directorate of Audii (DoA)'s audit jurisdiction. The Dircctorate of
Audit (DoA) shall also ensure that quality of performance audit does not suffer because of
undertaking too many audits, thus number of performance audit shall ke limited. Therefore,
consultation with other stakeholders may be obtained and siven due regard while selecting
topics for performance audit at the time of preparation and finalization of audit plans.

Fellowing are the steps that should be followed i preparation of the Annual Performance Audit
Plan

4.1.2.1: Saction of Audit Topics

4.1.2.2: Preparation and Approval of the Annual and Quarterly Audit Plan

4.1.2.1: Selection of Audit Topic

The selection of audit topics shall be through conducting adequate risk assessment of all
available audit topics, by analysing problems and considering materiality. Risks are the
likelihood and impact of an event with the potential to affect the achievement of an
arganisation’s objectives. Materiality relates not only 1o financial aspects, but also social andfor
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political ones, cuch as the number of people affected by a law or reform, transparency, and
good govermnance.

In this step, the audit topic is selected. The selection process is necessary because the number
of programs and schemes 1o hnpaﬂimdisvwvmﬂdgiventhﬁlimim:ﬁum&s.lhm
should be proper consultation process (internal and external) which should fiorm the hasis of
performance audit topic selection and should lead to establish deep understanding on
government's policies and priarities. This should involve appropriate stakeholdess in
government. Following diagram depicts the steps involved in topic selection:

Figure 9: Risk Based Performance Audit Topic Selection

Step 1: Identification of Possible Audit Topics

The first step in the risk-based performance audit topic selection process is deciding what w
audit, The aim is to select audit topics that are significant, auditable and can provide benefit 10
the audited entity or the publie.

Performance audit topics should be selected based on the risk assessment and significance of
the topic, focusing on the results of applying public policies, The selection process should aim
1o maximise the impact of the audit while covering audit capacitics.

The auditors need to conduct some research to identify risks and problems and 10 understand
the topics. The selection of audit topics is part of the overall planning. The following sections
identify severil tools that facilitate identification of topics for performance audit:

a) Area watching
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This is also known as environmental scanning and horizon scanning. It involves recording and
monitoring key issues in the public sector/Govemnment entities in the State. It is carried out hy
reading relevant publications, lewspaper articles, broadcast news, social media and previous
reponts relating o performance and compliance audits, experience of regularity auditors.
attending conferences and seminars, diseussions with colleagues, stakeholders, and specialists,
a5 per medis reports. Area watching should be a continuous process that helps to provide a
better understanding,

SAIs monitors the media (for example to identify concemns that the public or commentators are
raising about public services, 1 is important for you to consider a wide range of media so that
you can detect issues that may only affect certain segments of the population).

For example, A new file will be apened whenever an important project, scheme or programme
15 announced by government and that file will contain policy notes, implementation guidelines
and other relevant details on the schemes, project, of programme. The team shall also maintain
the file containing newspaper and magazine dipping on the scheme, project, or PrOZram.

Figure 10: Research initintive for performance auds,

Feveding relevant
publications and previcus
ref=arts relatling to
perfommancs and reguariy
aodifs

AReersdineg relevant
cotferences and sedminars

1
Hobding discussions with
colleagues, stakehpidens
and specialisia

Listening io sxpadéimse of
wxtamal auditors

Falicwing up wilh madia |

teparts on aurrent lopical
iEsues of national

Imporisnoe |

Keeping abresst of
partamentary debates and
el iulons

b) Scanning of public sector environment

The public sector environment should be scanned throughout the vear and relevant sources of
information should be inspected. The following list of information that may be inspected:;
» read relevant publications and previous reports relating w performance, financial and
comiplinnce audits.
annual repons of audited entities
state budgets and guidelines.
review transeripts of parliamentary debares,
attend conferences and seminars.
new policies or welfare schemes launched by the govermnmeant.
listen to the experience of other auditors,
legislation and legislative specches.
have discussions with colleagues, stakeholders and specialists,

TTYTYY¥YTYTVYY W
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media including nows, articles, concerms raised by the public.

the international community’s sustainable development goals (SDGs).

alobal developments, such as themes identified by INTOSAT and

ather public policy documents (for example, ministerial stralegy papers, white papers).

Ty ¥ *¥*w

¢) General surveys

In addition, further information is required for audit program. This can be obtamed through
penodic on-goimng examinations of the asdit field, in the period of every three to four years.
This is described ns general survey work.

General surveys may cover a whole entity, a group of related activities or major projects ot
programmes of expenditure Or receipis. The general survey is aimed at providing an
understanding of the crganisation’s objectives, its main activities and the level and nature of
resources used in carrying out fts functions. Information is assembled and evaluated on the
background, objectives, activities, plans, resources, procedures and controls in the entities of
areas concemed. The amm s to:

s [dentify and review those areas shsorbing significant level of resources.

»  Identify potential risks 1o achieving good value for money.

» Highlight arcas for continuing audit attention.

»  Propose areas or subjects for inclusion in the performance audit programime.

Tuble below summarises the information required background information covering the

following: and the approach to general survey work. This ¢an sct as a checklist of the required
» Background environment end information on the entity.

Significant legislative authority.

Ohjectives of audited enity,

Organisational arrangements.

Accountability relaticnships

Activities carried out,

Mature and level of resources used.

Procedures and control systems in place.

Oither relevant imformation or evidence,

T ¥ ¥ T ¥Y ¥

Refer Annexure 01 for General Survey Key contents.
d) Internal discussions and assessments within Directorate of Audit (DoA)

Internal discussions to debate and assesses the risks associated with possible topics should take
place within the Directorate of Audit (DoA). Directorate of Audit { DoA) should engage with
staff and their key officials 1o identify possible sudit topics. Operational divisions are obliged
1o share the requested information on topics/1ssues such as:

»  MName of the programme/project/organisation/sctivity

» Polential audites's

» Year of commencement

Page 46 of 140




Ferformance Audit Manual — Volume I, Government of Uttarakhand

Financial source — Centre/CSS/State

Nature and brief description of act; vity/Scheme

Location and geographical coverage {number of districts)

Critical audit observations in previous Vears

Total cost of project/programme

Period 10 be covered by the audit

Suggested audit commencement and completion date

Major reasons for recommending the topic

Other mutters of significance (media reparts, public concern, requests, complaints, ete.)

" ¥ ¥YYvyw yvue g

¢} Considerations to the views of citizens

The perspective of the citizen that is related 1o the performance of the audited entity should be
considered where appropriate. It is important o consider the interests of cillzens on
performance audits. Citizens are the source of ideas for performance auditing, a source of
demand for performance auditing and users of performance audit reports. Directomte of Audit
(DoA) should maintain relevant information outlining views of the public on certain operations
of government organisations or programmes.

1 External stakecholders

Relationships should be built with external stakeholders and frequent interaction should 1ake
place 1o identify and discuss possible topics. Inputs on topics may be obtained from relevant
tole players in government, subject experts, and the department's auditors, Non-govemment
organisations can be a useful source of ideas. They may have conducted their own research
through surveys and case studies and may have a range of relevant contacts,

Step 2: Compilation of Inputs

Dhrectorate of Audit (DoA ) shall compile all the inputs received from the previous step and
shall indicate its preference or recommend the broad risk areas for selection of wpics, In
compiling the topics, Direciorate of Audit (DoA ) should consider preliminary issues such as:
» Size and nature of expenditures or revenues.
»  Covernment views, budgets, etc.
» Financial/or budgetary amounts that are substantial, or significant changes to the
budget,
Irends in schemes and program.
Comparative indicators of performance for similar program running in other state,
Potential nsks o the program,
Significant observations from financial audits,
Priorities of Legislation:
Priorities of Government.
Matters of public interest.
Complexity of operations,

TrTrY¥Y¥YTYF¥Uw
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» Organisation siructures that are complex, with possible confusion about
responsibilibes.
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a)  Evaluation of possible parameters to be considered for selection of audit tapic

Performance Audit topics shall be evaluated in
significant, The Direciorate of Audit (Do) sl
each topic proposed. The parameters shall broad
Assessment, 2. External Assessment, 3. Speci
critenia as specified in the previous step can be evaluated w obtain overall score on each
in prioritising the lopic of performance audit with lim
represent the illustrative parameters, which can he considered while evaluating

This will help
fellowing ahle
the topics.

all aspects to determine whether the topics are
1all also decide the weightage to be applied to
ly classify into four heads arens Le., 1. Intemal
fie Matters and 4. Materiality. That covers the
lopic.
ited resources. The

Table 6: Evaluation of passibie parameters based on Sour heads

Question

| Description

llnmvmml higherisk natre/grear
importance  that i
needs 10 be audited

frequently?

Dl e

mthmama;ufﬁmh'ldcuﬁfy areas where frequent audits are

necessary due to the high-risk nature’great
importance of the topic and determine the
potential improvement that the audit could
have on the govemment and. as & result on the

public.

“Has the sp-:;:ific entity
been recently
performance  audited
for the topic?

| Iz intermal evidence |
midicating deficiencies
il the entity available
10 the performance
ducitor?

| Does the topic have an
ECONOMmIC and/or
social  irmpact, and
does it affect a large
section of sociery?

21 External

[ Establish whether the topic has

| Does the topic refate o .
cross  cuthng areas |

22

*v*rv¥wvowr

ACTOES dﬁml
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Dietermine whether the topic or the entil }-'_EEJ be
audited has featared in earlier audit repors.
The longer the period since the Topic entity
wis last addressed in an audit, the higher the

__]:lllmenl:'_@_ Impract.

To substantinte the relevance of the fnp'u:,
determine whether internal evidence, such as
findings from previous audit reports and MIS
reports s available o confirm  that
shortcomings exist at the entity,

» A positive impact on the reputation/siatus
ol the Directorate of Audit (DoA),

A special interest at legislatures,

An impact on a large section of the public, |
A social impact.

An economic impact; and/or

Stakeholders” interest, .l
Determine whether the Iug_:uc shares issues

across the differemt areas and levels of
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No, | Area

23

| Does

spheres
government”
es the legislative
body or the public
have a special interest
on this topic?

of |

government. 1f yes, the impact will be higher
and hence the priority for audit will be high.
Verify whether information on the topic will
be to the advantage of legislative body or the |
COMMUNItY.

Are  there  known
problems on this tepic
ar is performance low?

' satisfactory, determine whether there arc

Where  working elfectiveness 18 DOt
recognised problems in the arca covered by

the 1::|:li.l:._ .

31| Specific

32

Does audit team have
required  competency
and experiise to
complete audit?

Determine if audit team has sufficient skills
and competency in the subject matter. Lower
the skills level lower will be the priority for |
audit.

Has the availability of
the information or
auditable data been
considerad?

Ascertain  whether information  and
data/records will be available for sudit. Lower
the availability of information, lower will be
the assigned scare.
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| Was or is major public

mvestment or public

Establish whether the govemment has |
invested substantially in the topic or whether
the topic has entailed considerable cost

expenditure involved?
' Is the Infric 1mp-nrlm11
1o government/the
public/the andited
entity {naticnal
priotity) and does it
involve a critical area”

| users, As per GUID 3910 qualitative factors

The auditor's consideration of materiality 15 a
matier of profiessional judgement and s
affected by the auditor’s perception of the
common mformation needs of the intended

that can be considered while assigning score,

are:

» Whether a finding is the resull of an |
intentinnal act { fraud) or is unintentional

» Whether & particular aspect of the |
programme or entity is sigmficant about
the naiure, visihility and sensitivity of the
programme of andited entity.

» Whether the health or safety of citizens is
affected.

» Whether a finding relates 1o transparency |
or accountability.
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b) Prioritising audit topics

The Directorate of Audis {DoA) shall after evaluation of possible parameters, prioritize the
audit topics. Each topic identified should be assessed and all parameters included in thi
assessment should be measuredfscored in a scoring matrix. The total scores should be
indicative of the priority of the performance audit. The following table shows the SCOTing
matnx to categories possible performance audit topics.

A note on 1isk element in topic selection: The element of risk has been inbuilt in the selectian
process, while assignment scores, E.g., while assigning score for “internal assessment™ for
question: “Are there areas of such high-risk nature/great importance that it needs to be
audited frequently ™, a topic will get higher score if it was previously audited 5 years agn or
before that and a topic will get lower score if it was audited in the last vear.

Table 7: Hiustrative fist of prioritisations af audit topies
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Table &: Hiusirative scoring critevia for each risk parameter
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Note: Directorate of Audii (DoA} may add additional cetteria andlor change weightage of
the criteria.

Please refor Annexpre na 2 jor aritisation of audit fopics

Step 4: Output

a) Short summary on selected audit topics

Onee the topics are prioritized, they shall be included in the Annual Audit Plan together with
a simple short sunimary of the possible audit topics using a standard remplate for senior staffs

of performance audit division of Directorate of Audit (DoAJ. This shert summary will help
senior staffs in review of each option to see which ones fit with their strategic priorities.
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Tabie 9: Example for short summary for each possible audi; tamic
Title L5 Waste manazement S v e A A '
Context Solid waste management is & vital quality-of-life and health eue For
citizens. The government is spending an increasing mount o it, often
dez_l_l'm,g with private sector providers,
Rationale The Government has recently awarded a large contract for the next five
yeirs to a company that has performed poorly in other public service |
E R | sontracts and is in a weak financial position.

Risk vanking | A (Overall Seore 7.2y
“fl:'.l:u_.ml_l_t The: audit would look of whether the mini .;.m'm gnﬁiagmd value from |
could achieve | its contracts with private sector suppliers, with impaortant lessons for the
future. For
example, we would determine whether the MRSy 15 using provisions
within the
contracts to penalise the service providess for poor performance, Early
| i_:_‘.l_lp'w:nrinn might also lead to improve health outcomes for citizens.

Ea;ﬂm v Our audit may be seen as cuu_ling too early in the life of the new
COMIract.
¥ Our in-housé expent on commercial contracting is shortly due 1o go
ona

sne-year sccondment 50 will not be available to assist with the audit.
¥ Wealready have two audits planned at the munistry, 5o they may feel
| that the audit burden is too high,
¥ We will need to find a convincing infernational comparator againsi
- which we
~ o . can benchmark performance
| ¥ When assessing performance, it may be challenging to estimate what
would be a "fair' price for the services, as the ministry has never
provided the services in-house. As mentioned above, we would need
to find o suitable international comparator,
¥ When estimating the cost to public health of service failure, we will
need o
provide strong evidence of a direct causal link hetween poor waste
management and national disease levels. We need 1o be very alert for
other factors that may contribute 1o increased incidence ﬂ-fﬂi.':i_-tﬂ.'ﬁe-

Public Parliament is very interested in the topic. Several me.rﬁh:rs'ﬂadiamﬁ
| Accounts have

Committee/Par | mentionad in recent debates that the current sysiem is poor, and they
liamen tary frequentdly get complaints from their constituents ahout POOT customer
Tuterests service and failure o carry owt vital repairs,

Typeil autput | Performance Audit <
Indicative Man | 180 man-days
~ Days
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Andit Party | Mr. Rahul Nair, (Waste Management Expert) — In charge

Members Mr. Abhishek Verma (Solid Wastc Management Expert) — Team member
-— M. Om Prakash Kumar (Engineer) - Team member

Mr. Ashu Rawat (Financial E_'.-;pﬂrt} ~ Team member

Indicative Audit repost will be provided by June ), XXXX

timeline for

reporting

b) Selection of auditable units

After short summary, audit team needs to identify the suditable units i.e.. selection of
department/offices which are implementing the selected topic. For this, audit team needs to
perform analysis of financial statements, operational efficiency, and effectiveness of the
smplementation mechanism through illustrative Hst of risk identification of parameters. The
department/office will be selected based on score obtained (high to low). The audil team also
need 1o apply professional scepticism while evaluating the department/office to be audited.

Topics 1_-vil|-l1 seore T0 or more
TlpiI:E with score 40 10 70
Topics with score less than 40

Tahle 1 Mustrative st of risk identification paramelers

s Risk Parameters Seore | TRemarks
= | WATKS
1 | Frawd, Emberzlement,
Abscondment detected as per last 20

year Financial Atest Audit report!
Internal  Audit  Report.
Accountant General (AG) Audit
Repott.

2 | Audit opinion isswed i the last
audit report (audit conducted by

Dircctorate of Audit  (DoA) 10

Accountant  General (AG) or 0

another external agency) 15
a) For Qualified Opinion

b) For Adverse Opinion
¢) For Disclaimer Opinion

3 | Negative news being circulated in 10
media pertaining to organization.
4 | Recovery of pending aundit
. chservation (of Financial Attest |
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No

] T

Audit, Internal  Audi and
Accountant General ( Audit);
>H)%

Hi-5(1%

J0-608

(= 0%,

L

Observation  related to  non-
compliances  with respect  to
various Legal and Statutory Act,
Laws, Orders, and circulars

10

Observation related o
musappropriation with respect fo
safeguarding of assets as per latest
Internal Audit' Financial Attest
Audit! AG Audit report

Observation  related to non-
submission af Lilization
Centificate (UCs) and Violating of
rules and regulation of the Scheme/
Froject! Program to Nodal Agency
as per latest Financial Attest Auwdit,
Internal  Audit and  Accountant
Gieneral (Audit) Reports and any
other external HEENCY report}

Observation  for delay  in
submission of Utilization
Centificate (UCs).

10

a1 |

Significant observation
highlighted in IT Audit conducted
by Directorate of Audi {(DoA)
Significant observation in relation
to internal controls highlighted in
sudit report (45 per latest Financial
Attest Audit, Internal Audit and
Accountant General (AG) Audit
Reports and any other extermnal

agency report

Extent of use of technology driven
sysiem in relation to management
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Neo 3 .
of activities of the program/
schemes’ project
10
Mo use paitial processes are 05
automated
Overall Score Eabl- X XX

4.1.2.2 Preparation and Approval of the Performance Aundit Plan
1. Conduct of Preliminary Study

Omce @ topic has been selected for performance audit, the audit team mey need to conduct a
preliminary study to understand the context of the audit topic and estimate the resourees
required for conducs of sudit. The preliminary study aims to explain why the audit should be
carried out and provide sufficient justification 1o proceed with executing the performance audit
The preliminary study is also known as assessing auditability or pre study.

It is important fo develop a sotimed understanding of the audit lopic, as well as its context and
possible impacts, to facilitate the identification af significans audit issues and to fulfil assigned
audit responsibilities. Performance oudit s a learning process invelving adupiation of
methodology os part of the audit itself, (ISSAT SO TR

Desk review and collection of Data (During the Audit Planning Stage)

Collecting data takes place during both the pre and main study of an audit. The primary mle of
data collection in the pre-study is 1 gather sufficient information to assess alternative audit
problems, A wide variety of procedures and technigues can be used to gather necessary
information. These may include:

Review of policies, directives efc.

Review of Government entity budget allocation vs budget spenl repons.

Beview of Government Entity Website

Review of various reponsKPls/ Management Information System (MIS) of the entity
a5 whole and Scheme and program Walk through the major sysiems and control
procedures.

Assessment of risks facing the entity.

Consultation with advisors and putside orgamzations to identify best practices and
opportunities for improvement

Previous audits and studies conducted by Accountant General (AG).

The Other external sources that may be consulted are.

Siudies by government, professional or inferest groups.

Information held by similar Government entities

Rescarch held by academics or research organizations

Ty yYTYy

L

¥F ¥ YTY
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> Similar works underiaken by other govemment agencies and non-governmental
Organizations.
b Media coverage.

By Preliminary study, auditor will consider the significant risks to sound financial management
and the potential audit objectives, approaches, and methodologies. It can also help determine
whether the audit is realistic and likely to be useful. It is important 1o note that it ic pertectly
acceptable to abort a stady at this stage if there are valid reagons to do so. These reasons should
be clearly articulated in the preliminary study. The Audit Plan shall define the audit work to be
carried out - the audit scope, objective and methodology, the resburces to be emploved and the
key milestones 1o be achieved.

II. Preparation of Annual Performance Audit Plan

Adter conducting preliminary study, The Directorate of Audit (DaA) shall prepare an annual
audit plan supported by all the basic details {i.e., topic selected, key highlights from brief sudy.
budget allocation, geography, implementable audit units). The annual audit plan shall be sent
to Finance Department and shall be considered as deemed approved in case no comments are
received from Finance Department within the period of one month,

3 Connmicide the Ao 0 9 GO Kot i At Team

Post approval of Annual Performance Audit Plan, all the audit parties and sudit units will be
intimated about the dates of audit through [ntimation Letter (Relfer Annexure —3 for format
of Intimation letter) via auto generated emails/notifications, at least one month prior o
planned audit start date. The audit team should maintain effective and Proper communication
with the audit unit'entitics and other relevant stakeholders in the agency. This will enable
achieving effective and efficient audits of annual planned activities and programmes.
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Chapter 5: Planning Individual Performance Andit
This chapter contains the requirements for planning the individual performance audit. The
purpose of these requirements 15 Lo establish the overall approach for the auditor to apply when
planning the individual audis assignment.

Reguirements according to [55A1 J000;

» The auditor shall plan the audit in a manner that coniributes to a high-quality audit that
will be carried out in an economical, efficient, effective, and timely manner and In
aceordance with the

» The auditor shall elaborate the audit objectivels) in sufficient detail to be clear aboul the
questions that will be answered and 10 allow logical development of the audit design.
(ISSATL 3000/36)

» If the audit objective(s) is formulated as audit questions and broken down into sub-
questions, then the auditor shall ensure that they are thematically related, complementary,
not overlapping and collectively exhaustive in addressing the overall subject matler.
{ISSALI3000/37)

+  The auditor shall establish suitable audit criteria, which comrespoend to the audit objectives
and audit questions and are related to the principles of economy, efficiency amlior
effectrreness,

» The auditor shall plan the audit in a manner that contribules. 1o high-quality audio that
will be carred out in an economical, efficient, effective, and timely manner, and in
accordance with the principles of good project management. { ISSAL 3000/96)

» The auditor shall acquire substantive and methodological knowledge during the planning
phase. (ISSAL 3000/98)

» During planning, the auditor shall design the sudit procedures to be used for gathering
sufficient and appropriate audit evidence that respond to the audit objective(s). (ISSAI
3000100 )

» The auditor shall submit the awdit plan to the audit supervisor and senior management
for approval. (ISSAT 3000/104)

» The auditor shall actively manage sudit nsk to avnid the developmient of incorrect or
incomplete findings, conclusions, and recommendations, providing unbalanced
information or failing to add value. (155A1 JUKKSZ)

The auditors shall design the audit in a manner that contributes o a high-quality audit that will
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of audit objectives and the types of analysis conducted by the audit team. By considering the
needs and interests of the intended user » the auditor can ensure that the audit report i useful
and understandable,

It is importam that the auditor remains independant and focuses on acting 1n the interest of the
citizens,

Figure 11; Sieps and activities Plamting individual Performeance audit:

Unoierstand thn SRlMY — salleatipn of decumonts, \ndforrmation andg data, undeisiana e Peiformanss
sinocied cipacilve [nputs e Processms, olfinute and motcosies fuibsiing sk

§
E

a

Audit Piamndng Merso: e trTits 0 b iuditecl BaMcling Bohiiaus dae for ssleden of [rigram
Lxitlistvie Ures Sianimnanl ralidermiin of e gnil Tt Al (g el oliective ol 9 Feportig
dudl af el ariscken Ut &1 froe il scheuie

§

The suditors shall develop a sound understanding of the subject matter {*what is audited ), and
of risks and challenges in the aren 1o allow the development of more specific audit objectives
and relevant audit eriteria. This information will help the auditor 1w decide on the most relevant
approach 1o the audit. Understanding the Scheme/Program/ Activity is the starting point for
planning individual performance andit, This knowledge would include an understanding of

Vision, Mission of the Scheme/Programy Activity,

»  Objectives of the SchemeProgramy/ Activity related o the audit activity,

+ Performance Indicators, result framework of the Scheme/Program/ Activity

» FProcess and procedure adopted by auditee for management of Scheme/Program/
Activity

» Internal and éxtermal environment of the agency amd the stakeholders,

»  Extcrmal constrainis affecting programme delivery,
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Understand the auditee: The purpose of underztanding the entity is to allow the auditor 1o

develop objectives and scope of the audil and to assist with the next planning component, which

is the development of audit criteria,

The auditor should review the auditee’s historical performance over the last 3 1o 5 years (0

obtain understanding of:

» auditee’s capability 1o achieve its abjectives as indicated by recent performance

» past projects in strategic nitiatives as an indication of suditee’s views on priorities.

+ historical performance providing clues to auditee’s philosophies on trade-oft between long
and short term objectives,

»  how audites measures and monitors performance.

The following can be the sources for understanding the Scheme/Program/ Activity:

v Documents of the Scheme/Program’ Activity; make notes for key program features,
performance framework, scope and outreach, geographical coverage, key terms, anal
conditions for payments’ reimbursements 21¢,

» Legislative documents: Act and Rules program of project guidelines issued by State
Government,

»  Policy documents: documents/reports of government ministries and cabinet orders and
cireulars, Ministry of Finance, elc.

v Academic journals, research publications and consultancy reporis: idependent
evaluations on the Scheme/Frogram’ Activity, academic and research joumnals, and gimmibar
publication works done by national and international agencies.

»  Past audits: past financial and performance audits on the entify provide a major source of
information and umderstanding. Follow-up reguirements, perceived non-compliance 10
recommendations and increased risk and materiality may also provide significant inpuis.

» Media coverage: media coverage on the ageney, project/programme and on the dealing
officials, if any, and

R T e M

A pilot study is an important step to consider if conducting an audit is relevant and cost-
effective? The suditor may have to consider, for instance, whether there are criteria available
or whether the information or evidence required is likely to he available. In fact, it is a testing
of availability of information and the feasibility of the methads propesed and does not mvolve
any audit testing at this stage. This study should normally be carried outina fairly short period,

In some cases, the result of pre study may necessitate more miense field audit and in others,
the result may lead the Directorate of Audit (DoA) gither defer the audil or abandon it for

Page 60 of 140




Performance Audit Manual = Volume I, Government of Uttarakhand

OIe or more reasons, Some illustrative findings of the preliminary study could he specific skills
and more time required for finalisation of the guidelines, higher rigk perception, the subject
being difficult from the auditability angle, sensitive subrect from one or other points.

ISKNAT 3000/35: The auditar shall sor g clearly defined audip ehiective s} that relates o the
principles of economy, efficiency andior effectivenesy

The pilot study should identify, as far as possible, the tandamental VFM issues which are 1o
be examined in the full study. Post conducting preliminary study, a detailed Annual Audit Plan
for Performance Audit need to be prepared covering score sheet of the topic selected, short
summary for the topic and preliminary report, Thereafter, Annual Performance Audit Plan
together with supporting documents will be submitied to Director, Directorate of Audit (DoA)
for approval.

By using the preliminary study, the auditor can cover all aspects of the organisation, activity,
programmes, and systems 1o acquire a working knowledge of the entity, ag shown in the
illustrative list below:

; O Its purpese and sbjectives
5 i T L} Backgreund and factors O Cost and duration of
nm."- m.iumgluamuﬂy PrOGr Gim '
O H'“"*’m"- a0d  foks 9 Type anel nature of e O Tha inter-rulaiionship
mﬂuarm Hy aciivity botwesn the entllies
respansit O Poron responaibde  toe respansible for tha
d Budgatary llociions and T Brogtam
O e e O Puices end gucetines 9 Polies and pracedres
Miia gt PErtaming fo the activiby Tor accomplishing tha
i pragram,

“

1. Audit Ohjectives

ISSAT 3000:35: The auditor shall set a clearly defined audie olyectivefs) that relates 1o the
principles of ecanomy, efficiency and/or effectiveness,

The audit objective(s) can be thought of as the overall audi question concerning the subject
matier (for instance 4 government Programme or actrvity) to which the suditor seeks an answer.
I'he audit objective therefors needs 1o be framead in a way that allows a elear conclusion. The
audit objective(s) can be expressed in the form of one overall audit objective which is then
broken down into more detailed/specific sub-questions,

The audit objective(s) should be designed to maximise the benefits and impacts from the audit,
incorporate the concept of materiality, and seek to evaluate economy. efficiency, and
effectiveness of the audit topic. of one overall audit question which is then broken down into
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Vou can think of the audit objective(s) as being aneutral statement of the goal(s) for the aadit.
It provides the basis for developing audit questions (discussed later in this chapter). Because
of this, vou need o consider the fellowing factors when developing your ohjectives:

» Are your objectives framed in & way that allows you to come fo a clear and unambiguous
conclusion? _

» Do your objectives provide sufficient tnformation to the sudited entities and stakeholders
for themn to easily understand why you are conducting the audit, the audit's focus, and the
audit's goal? Are the audit objectives framed in clear and simple terms?

» Are your objectives clear and specific, feasible, fair, and objective, policy neutral and
measurable? )

» Do your ohjectives account for potential deficiencies in performangce and, if so, is this
documented?

» Do your objectives allow you to consider the inclusiveness of audit topic?

The abjectives should be limited in numbers, ideally three to five, to provide appropriate focus
tnthﬂmdil.'l‘hwmuklb:deﬁmdinawftharwiuﬂhwﬂmmditummmﬁminﬂﬂmm
as well as the nature of the audit, govern its conduct and at the end of the audit to conclude
auainst cach of the nhj:n’ﬁvﬂ:Th:mﬁhﬂhjE:ﬁmm&IErEnmdmhﬁﬂwﬂinnwmﬂt
allows anlur.&nﬂmamhigmurmlusimi'hnmﬂiluhjg:ﬁvﬁmuhg expressed in the form
of one overall audit question which 15 then broken down into more detailed/specific sub-
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conduct interview is given under Annexure 14 of this document)

Table i1: Example | for Audt u.’:-,rc'c:wc_.lfr.r.r some andit topic

Title | ﬂhﬂﬂ]\v‘-&

Pﬂ'ﬁf‘ﬂﬂ.ﬁnﬁm&ﬂﬂ The ohjectives for Performance Audit are 10 as5esS; R
Efficacy of implementation [» Whether provisions of 74th CAA have been adequately

of T4th Constitutional covered in State legislations?

Amendment Act (CAA) for |» Whether ULRs were empowered by the State

ULBs in the State Govemnment 1o discharge their functions effectively

Iﬂquﬂ:m.#nt through the creation of appropriately  designed |
strtutions/institutional mechanisms and the functioning |
thereof?

» Whether ULBs have access and powers to raise financial
resources commensuraie with their functions?

» Whether ULRBs have powers to mobilise and incentivise
human resources commensurate with their functions?

Performance Audit of The objectives for Performance Audit were to assess |
District Hospital Outcomes | whether-

of medical and patient » Policy framework was robust emough 1o improve the |
facilities quality quality of healthcare.

Adequate provisions for line services such as out-patient
r SErVICEs, in-patient  services, CMOTgency  services, |
maternity services, etc. were made and these services
were delivered in an efficient and effective manner.
» Lificient support services with regards to diagnostic
services, maintenance of equipment, storage of drugs; |
dietary services. loundry services, etc. were présent in
hospitals,
» Hospitals had adequate resources viz,, human, drugs.
consumables, equipment, ete, as per preseribed norms and
these resources were utilised efficiently and effectively.
» Norms and practices for hygiene, infection control,
employee and patient safety were followed within the
premises of hospitals.

Performance Audit of The objectives for Performance Audit were to gssess |

‘Contract Management i whether:

Road Waorks » Flanning for road works was comprebensive and sanction
of works was based on prescribed technical and financial
norms/standards,

» Tendering and contract management was fair, transparent, |

- and competitive, and consistent with prevailing best
prectices in the sector,

> Contract variations  and payments were managed
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efficiently 83 per provisions of the ai;rﬁ;mantﬁ and |
financial rules,

Prescribed quality control norms and timelines were
adhered ro; and

' There existed o sound management information sysiem
fior effective planning, monitoring and decizion making at
B all I:felg_i.n the department. n i |
Reforence is takim from Perfurmance nudie conducted by CEAG far the pics (1) Efficacy of implementation af T4th

Comssisational Amendment Act for ULBs in Ssate Gowamment (i) Perfonmance Audit on *[istrict Hespital Chgbcamzi 0 Skl
Grivvernment (&1 Cowtract Manapement in Brad Warks®

2. Audit Questions

The problem Statement 15 overall audit guestion whereas audil questions are more precise, sub-
questions which allows the development of Audit Design Matrix (ADM). The Audit Question
aim is to cover the audit objective by apecific audit questions. There are four types of audit
question which auditors can use in designing Audit Design Matrix (ADM).

Descriptive These are the basic facts and | What is mechanism in place to ensure

Question information neediest gets the Grant
Comparative To cxamine one or two |To what extent the programs has
{uestion matters on  or more | achieved its goals and objectives?

dependent vanable
Analytical /Impact | To examine on the effects of | What economic changes have occurred

Cruestion the program, with present |in State after providing aid and
and previous stals assistance to local residemt of post
Disaster Assistance?
Prospective To examine the possible What will be the improvement m
Qusstion effects of future policies sducation system if a distribution of
scholarship Fystem will be
implemented?

The last level audit questions should result in o “yes™ or ‘no’ answer, Breaking down of andit
objectives into audit sub-ohjectives, level 1 questions and level 2 questions should result in at
least 2 questions at each level. If not, then the validity of the question and the possibility of its
incorporation with some other questions at any level should be considered.

Fage 64 of 140




Performance Audit Manual — Volume I, Government of Uttarakhand

Figre 12: Link between the audit guestion and evidence to be collected and the audit
conclusions

Generally, the audit team needs (o consider the following series of questions mﬂwuln_pﬁmd
recommendations:

»  What needs to be done?

» Why does it need to be done?
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Where does it need 1o be done?

Who is responsiblie for doing it?

What are the expected effects of the recommendations?

Could implementation of the proposed recommendations have negative effects elsewhere?

vy v ¥ ¥

Pyramid Approach: Auditor can use pyramid appreach to prepare audit objective and
questions. The purpose of this wool is to break the audit objective into several more detailed
questions to form a pyramid. This allows to consider all dimensions of audit questions,

Loyl 2

Brpdr Gnesions

The scope of the audit defines the boundaries of the activity being reviewed and tends to parmow
the ambit of the audit from the broad audit objective. It addresses things such as specific
questions to be asked, the type of study to be conducted and the character of the investigation.
The scope of an audit is determined by answering the following questions

Figure 13- Key guestions for Audit Scope

What? LT - Where?
Whal speckic questions o hypotheses are 10 e Whiikch are tha selecied unitsfiocations o be
eEgmined? Whal Knd of awdl spproach and coverad?  Often e enfity, programme o7
medhods seam o be appropiabe? activiies under pedoimance audit may be

proad, |1 mey be necsssary o Bl ihe
segmenEiocatons far feasiblity & pracleality,

Wihich = ihe parod to be Coverid e
audE7? The tme perod of the operations 1o be

sudtied may vary widely with reerence Lo the
lype of peogrammmes of subjects undertasen Who ase the key piayars ivelved end i

for the peforanca asdil aditea unis]?

Based on answering the aforesaid questions, period of entity operations or programme that the
audit examination will cover shoald be specified. The period of the operations 10 be audited
may vary widely with reference to the type of programmes ot subjects undertaken for audit,
complexity of the topic, geographic dispersion segments/locations of the entity to be coverad
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in audit,
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Emmyhmhinnwspm:gh;ﬁwl areas, where an activity is widely
distributed. Scope is also time-related, and the auditor should specify a time-period 10 be
covered. The scope statement may also namow the focus of the audit by specifying, for
example, that the audit will only consider issues of effectiveness or compliance. In some cases,
where a performance audit has been requested, the scope may be extremely narrow.

Ii is & good practice to discuss mm&nmpcmmmmdimmﬁwmﬂmmwmﬁr,
In some cases, il may also prove useful to explicitly clanfy what is not intended to be covered
by the audit. This may helprammauﬁmnmﬁmsurﬁhmpmmﬁnm.

S ATECERRRT o 1 T i e
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Audit criteria will define based on the undertaking, services, programme, or operation. It will
be based on policies, laws, pre-defined targets, professional standards, public opinion ete,
Criteria may reflect ’iliuﬂﬁ-ﬂlﬂhﬂﬂlﬂﬁ@!&hﬂﬂldhﬂﬂﬂﬂrdjngm laws, regulations, or
objectives; expected criteri, fulfilment of sound principles and best practice.

Figure |4: Chavacteristics af awdit criteria

=

TEstaisl=

5 I |
['.
1

Audit criteria can be of two types:
I General eriteria which are broad stalements of acceptable and reasonable performance.
Such criteria are determined from the common senise or generally accepted practices,
For example, general criteria could be "All vacant posts should be fulfilled"
“Consirucied canal should be operated optimally” '

Il Specific criteria are more closely related o the ontity's legislation, objectives,
programunes and specific to the operations. For e.g., "Every year all vacant post should
be fulfilled before the approval of the programme, “The canal should irigate $000
hectors of land in all season",

Setting audit criteria: The audit criteria must be set objectively. The process requires rational
consideration and sound judgment. The auditors must for instance (ISSAL 3000/ Appendix 2):
» Have a gencral understanding of the area to be audited and be familiar with relevant
legal and other documents as well as recent studies and audits in the area.
* Have good knowledge of the legal basis of the government program or activity to be
audited and the goals and objectives set by the legislature or the povernment
» Have reasonably good understanding of the cxpectations of the major stakeholders, and
be aware of basic expert knowledge; and
» Have a general knowledge of practices and experience in other relevant or similar
EOVEMIMEnl programs

Table 12: Criteria and corresponding audit questions -
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RGN T 5 CREE

To what extent the outcome of based health
services and patient in  State
Ciovernmeent

BETVICE

Guidelines on health care serviees issued by

Government of India and State Government

in C&AG reports. The sources of audil

criteria were indian Public Health Standards

(IPHS) for District Hospitals,

» Maternal and New-bomn Health (MNH)
wolkit: National Quality Assurance
Giandards for Public Health Facilities
2017 isswed by Government of India.

b Assessor's Cuidebook for  Quality
Assuranee in District Hospitals (Vol 1 &
(1} 2013; Framework for fmplementation
of National Health Mission (NHM) 2002-
1.7,

b Drues and Cosmetic Rules, 1945,

» Lashya guidelines.

Ta ascertain whether the State Government
has empowered ULBs through the ereation
of a robust institutional framework as well as
ransfer of functions, funds, and
functionaries under 74®  Amendment
Conatitutional amendment act

(1) Tdth Constitutional  Amendment  Act,
1992,

{ii} Municipalities Corporation Act, 1939
and Municipalities Act 1916

(i1} Laws and By-laws framed by Urban
Local Bodies

(iv) General Financial and Accounts Rules.

(v) Various notifications, orders, and
cirenlars issued by UDD and Urban
Development Departmenl

(vi] Central and State Finance Commissions

Reports

To review that planning, implementation,
monitoring and operations and maintcnance
of completed comridors and oucome of the
gctivities of Phase-111 projects for the period
since its commencement from April 2011 1o
March 2020 had economy, efficiency and

effectiveness

(i} Agenda and Minutes of meetings of the
Board of Directors and other sub
comImiices.

{ii} Schedule of Powers, Detailed Project
Reports.

{iii} Applicable General Financial Rules:

{iv) Guidelines issucd by the Central
Vigilance Commission.

{v) Directions and guidelimes issued by the
Administrative Ministry.

(vi) Policies, standands, dircotives, and
guidelines of the IMEL.

(vii)Armual Reports of the DMRC, and of
the Administrative Minisiry
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‘ {viii) General Conditions of Contracts and

| (x) Annual Sankalp Reports issued by

Special Conditions of Contracts.
{ix) National Urban Transport Policy, 2006;
and

DMRC,

To  review the planning,  financial
management, execution, momtoing, and
evaluation of the selected projects pertaining
I AIBP

= AIBP puidelings,

b Guidelines issusd by Central Water
Commission ({CWC) for preparation of |
Detatled Project Reports (DPRs),

* Project-wise Memorandum of
Understanding (MolJ) between the State
and Central government.

» PWD Manual/ Procurement Rules,
Delegation of Power, PMKYS Guideline

Was land scquisition for NOIDA was legally
acquired, pricing and allotments was as per
procedure and transparent and oversight
control of the Govemment and Internal
Control by NODIA for acquisiion and
allotment of land

» Provisions of the Regional Plan (RP)-
2021 of MCRPB, Sub-Regional Plan
(SRF)-2021 of GoUP, MP-2021 and
2031 of NOIDA 1o assess legitimate
development purposes of various land
BCquIsitions,

* Polices Guidelines/insructions  from
GolIP and the Board/CEO of NOIDA for
costing of propenties  and fxing of
premium/reserve price for allotment,

*  Work procedure of NOIDA for execution
of development works and its aceounting
1o assess whether development cost was
recovered through the costing of Land.

» FProperty allomment policies, procedures
and terms and conditions of brochures of
schemes were examined with respect 1o
provisions of the Induserial and Service
Sector  Investment  Policy, 2004,
Infrastructure & Industrial Investment
Policy, 2012, and Uttar Pradesh
Information Technology Policies, 2004
and 2012,

» Government orders issued by 1IDD, |
resolutions as per the Board's agenda and
minutes, administrative  and  annual
reporis, and physical & Iinam:ei&lpmgr:i
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NOIDA regarding land acquisition and
allotment of propertics

To what extent has the agricultural

management agency established processes to
erisure that assistance payments are propetly
awarded?

The agency’s palicies require that processes
be esiablished to determine the eligibility of
pn-tmtm! payment recipients and recoup amy
monies erroncously awarded.

Evalugte the system of tendering and
contract management of road works by the
department.

» Financial Handbook 1u.-nui-Lm'm‘ln.?

» Public Works Account Rules { Financial
Handbook volume-V1),

» Budget Manual and Treasury Rules,
Departmental Rules,

p Procurement rules, Regulations and
Manual, '

> PWD Model Bidding Document, PWD
Schedule of Rates,

» Govemment OrdersE-in-C
issued from time to time,

» Best practices followed in Ceniral Public
Works Departiment,

» National Highways Authority of India,
MORTH norms,

»  Pradhan Maniri Gram Sadak Yowna and
hest practices drawn [rom other States.

circulars

Sources of criteria

Related legislaion which governs the
Government policies and d
Entity operating and mﬂmﬂmﬁmﬂw

Related plan mﬁmm docurments.
Wﬁmﬂﬂ Wmﬂﬂﬂl “bodics.

Paﬂpeﬁ‘amm&npnmfm

; of the auditee entity.

d:rmﬁmsﬂwﬂtu the audites entity.
Entity pu]l.l.fﬂaf smndnu?a. directives and guidelnes.

Finaricial reports of the entity including the expendiure and budget dﬂcmrmh
Criteria used prehﬁli[&hﬂmsmllirmﬂh

!11_[71111#1-1’#-1‘

Enfmmmwﬂmﬂ:ﬂsﬁhjﬁaaudﬂ#. o
hd;pen&enh:;pﬂf; advice and know- “how through interviews with relevant officials; and
Criteria used or developed by professional prganizations and standard setting bodies.

Morcover, relevant criteria arising from laws or regulations carry the force of law. Pelicies and
procedures of the agency are, by definition, accepted by the agency.

Page 72 of 140




Performance Audit Manual - Velume I, Covernment of Uttarakhand

Finally, it 1s a good practice in performance auditing for the auditors 1o share the audit criteria
with the Head of Office (Ho)/ Head of Department {HoD)) and obtain their agreement at the
stage of planning,

“

1. Audit Approach

Audit Planning consists of developing a detailed spproach for the expecied nature, timing, and
extent of the audit. Perfoymance auditing generally follows one of thyes approaches or
combination thereaf in examining the performance of the suditee entity, viz,
System-oriented approach FExamines the proper functioning of management systems,
especially financial management systems; This approach is common in performance auditing
It is mainly used to examine whether set goals are reached. Any devistions can be established
by relating owcome and effects to the stated goals and demand. Frequent questions under this
approach are:

» How the programme goals established?

b What is the status of the Programme progress?

> Will the goal be achieved within the times specified?

Result-oriented approach Assesses whether the outcome objectives or zoal objectives have
been achieved as infended, The auditor would review that the system will being audited such
a5 planning, conducting, checking, and monitoring of activity ete. This would involve different
audit techniques like observation, mierviews discussion and examination of documents
Frequent questions under this approach are:

» How does government programme work?

* How does it produce the result?

 What are the process and procedures to execute the programme?

*  Are the resources managed and vrilized economically and efficiently?

Problem-oriented approach Examines, verifies, and analyses the causes of problems or
deviations from criteda Usually, the sudit beging with problem indicators such as
shorteomings in service, complaints, rising costs cte. Auditors try to link the different problems
1o cach other and attempt to test the probable causes of the problem with wsing techniques such
as Interview, focus group discussion, observation, and document review,

No uniform audit approach can he prescribed that is applicable to all types of subjects of
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performance audits. Selection of approach also determines methods and means used for
conducting the audit. In determining the audit approsch, it is important o identify probable
types and sources of evidence and how the audit team will gather this information for the
previously determined audit criteria.
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Tabie 13: Examples of audit questions each approgch wise:

| QUESTIDNS | What is the performance | Do the  staged prablems | What conditions must be
|" f or whot resuolts luwe roally exivt and, i 5o, bow et 0 enmue tha
been achieved, and have o thay be widersiood and scauamy, efficiency and
the requireiments or li:l.l.'|'h'h.|t.‘bﬂ:lﬂ-:‘lﬂln? effectiveness  of e
| ohjectives baen met? system?
-_. ! e — —— e e S— e —
|'1_  CERE and | Why are the services not | Does the tax system
ohjectives of dy:l delrvered on tiose? work efficieatly?
Bovernment  program |
- — —Em‘:l — — - —_— — -y
I, Dnﬂummurhm]_whmm:drmﬂd Do the social securiry
[ Pepresenl  economicel | Cincrense in costs? Progrums Rmetion
J'm:nfwbﬂnﬂmd:" ! efficizntly? |
2. Audit Method

An impartant part of planning how to conduct audit is to determine the methods o be used to
gather and analyse data. The audit abjectives, audit questions, audit scope, and the sudi criteria
are the factors guiding what evidence is needed and the methods most appropriate to obtain
that evidence, Some of the methids, which are used in conducting performance audits include:

Direct observation and physical inspections

Evidence oblamed through direct observation and physical inspection is known as physical
evidence. This method is considered Far more reliable than indirect cvidence provided by the
audited entities.

Tabile 14: Examples of direct observations and physical ingpections
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| purchases equipment

Cemical Bazards in | Observe controls i place at border nspaction siies o inspe

food food to determine whether states are effectively complying with
food safery policies by conducting the appropriste physical
and with what resources.

=

Analysis of procedures

The auditor shall assess the appropriateness of the procedures, the volume of resources and the
accountability relationships highlighted, if any, i the programme guidelings. Procedures
would be tested against the criteria or a desirable control el for completeness, relevance
against the legislation and adm inistrative instructions, internal consistency. practicability, and
compliance. It consists of review of the systems in place for planning. conducting, checking,
and monitoring the activity being audited. This would entail examination of documents such
as budgets, financial reports, programme puidelines, annual or other plans, procedure manuals,
delegations, and reporting requirements.

Case Studies

A case study is a descriptive, exploratory, or explanatory analysis of an entity, scheme, D@
programme. It is a method for learning about & complex 1ssue, hased on 4 comprehensive
understanding of the mstance, It involves an extensive description and analysis of the issue
within the context of the whole area under review,

Use of existing data

The existing data held by the auditee can be very usefil and relevant for the intenal audst team
i fest for eomectness and completeness with reference the basic documents maintained by
them. The internal audit team will maintain evidence of tests carmed out to ensure COMECINess
of data maintained and fumished by the entity.

Surveys

Conducting of survey is another method of chiaining insight into an agency's activities,
including the outputs and outcomes and their quality. This is amethod of collecting information
from members of a population to assess the incidence, distribution and interrelation of events
and conditions. In social sector programmes, credible surveys on predetermined parameters
can supplement the audit findings and conchusions, which add value to the performance andits.
The nature of some programmes or activities selected Tor performance audits could be such
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that a focussed survey of a limited sample during the planning stige may provide more insight
for semting the it objectives and criterig, However, the results of survey alone cannot be the
primary evidence for audi hindings. Surveys can be used as cormborative evidence for audii
findings established with the help of primary evidence.

Analysis of resules

Analysis of results from eximiming several instances of entity activity in a particular area will
help decide if entity's performance in that areg cenforms to audit criteria. This will also require
the auditor to assess the mput-output moedel designed in the programme and cary out actual
mput-output analysis to determine the efficiency of the programme. Analvsis of results may
also entail analysis of impact of the Programme against the expecied impact.

Quantitative analysis

Cuantitative. Analysis involves examunation of data available in any form, like earnings,
revenue, market share or data relaling to programme implementation like defails of
beneficiaries, ete. The auditor shall analyse auditee entities' data to illustrate or cormborate a
statement. Mathematical, economicat, computational, and statistical analyses are some of the
quantitative techniques which can be used by the suditors while analysing complex data of the
audites entity. The quantitative analysis can provide trends, explanation for a pamicular
hehaviour and other results,

When there is high volume of data und information associated with a PrOgramme or entity,
sampling techniques may be used: The nature of the population should be examined to decide
the most appropriate sampling methodology. The sample selected, and the sampling approach
and methndology should be documented and shared with the entity.

When seleeting an audit sample, specific audit objectives and the attributes of the pupulation
from which the sample is to be drawn should be considersd. It determining the sample size, it
should be considered whether sampling risk would be reduced o an acceptable low level. The
sample items are to be selected to have s reasonable expectation that all sampling wnits in the
population have an equal chance of sclection. The extrapalation of audi findings based on
substantive testing of audit sample 1o the whole audit universe must be considered keeping in
view, homogeneity of the population; audit objectives and the analytical tools applied.

Therefore, selection of audit methods is an tmportant part of planning a performance audit, The
selection of audit method must be done considering the sudit approach, the objectives, the
complexity of the assignment and the resources involved in implementing the audit. An internal
audit team should consider the nature and cause of any errors identified and their possible cffect
on the audit objective and on other areas of the audit.

It 1s impontant for the auditor to establish an appropriate strategy for the audit by combining
study designs, methods, and techniques in the audit 1o suif the context, ohjectives, guestions,
eriteria and the auditor's skills and reseurces, a5 well as the availability of data, Different types
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of audit evidence can be obtained by wsing different methods of collecting data, as listed in the
table below:

Table 135+ Link between types of audit evidence and different methods

Audit Evidence Methods of daty eollection

Testimonial evidence Interviews

Surveys, questionnaires

Focus groups

Reference groups

Document review

File reviews

Uising existing statishcs

Using existing databases

Ohservation of people

Inspection of pbjects or processes

Experiments, e.g., level of Computer Data Security
Quantitative data collection methods.

Repression analysis,

Computations, comparisnns, separation of information into
components, and

» Rational arguments

Documentary evidence

Physical evidence

Analytical evidence

'TT'T"TT"'T""

ST R i

Requirement according to ISSAL RUTIE

The auditor shall actively manage sudit risk to avoid the development of incomect or
incomplete audit findings, conclusions, and recommendastions, providing unbalanced
information or failing to add value, {IS5AT 30032)

k identification S5L8S
Following points needs to be considered in addressing risk identification and assessment:

(i)  Sufficiency of skills and knowledge of the audit 1eam

(i) Whether timelines for audit are achievable and whether resources to perform audit
will be sufficient.

(iii) Sensitvity of sudit topic

{1v) Complexity of audit subject mattcr

{(v) Threats to independence of audit team members

(vi) Risk related 1o auditee milegrity

{vii) Whether data is accessible and reliable
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“

Audit design matrix assures to establish the link in desired results and audit scope, objectivels),
criteria, and methods, 11 provides the collective understanding of the audit’s design, based on
audit approach get finalised. While the matrix is initially prepared during the design phase, as
the audit work progresses itis being reviewed and updated, as and when required. '

The main goals of the design matrix are 10
»  document and formalise the audit approach,
B present a summary overview of the audit design.
> identify and document the ‘why, what, and how® of the work by establishing a clear
relationship between the audit’s suope. objectives and methodology,
* Ink the work performed to jts expected resulis; and
> facilitate sukeholder interaction, audit supervision and review.

Table 16: Sample of Avudit Design Matrix

Having determined audit questions that require answers, the auditor s also expected 1o append
1o the audit design matrix, the procedure to find answers 10 audit questions. It also highlights
the data collection and analysis method as well as the type and sources of evidence required to
support audit opinion/findings with reference to the defined audi ohjectives.

Table 17: Example of an Audit Design Matris for Performance Audit of Community Managed
Schoal:™
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idle with
for the same

1.3.1 What is
of medical
equipment’s
in tems of
n-

operation

The Audit Design Matrix s to be suitably updated throughout plimning, examination, and
reporting phases to ensure fhat all identified audit issues are covered, Once the examination
phase is over, the audit team shall suitably link Audit Design Matrix 1o the Audit Findings
Matrix as discussed in Chapter 6.

S Caiiea o i nderat siakeholders aud Audiiee T

Communication with internal siakeholders and auditee throughout the initial and ongong
design processes is key aspect of designing a sound audit plan. The audit plan needs to be
developed in concurrence with internal stakeholders and submitied o scnwor officials for
spproval. Audit team, supervisor and internal stakeholders should collectively discuss and
reach agreement on the audit plan, as documented in the design matrix to ensure all parties
agres on the approach and accept the audit risks that may exist because the audit plan has not
yel been tested

Design is a continuous process; therefore, it is importent that regular meetings are conducted
with senior officials to inform them of audit progress and the use of assigned resources. This
will allow senior officials to guide any necessary changes 1o the audit plan and continuously
ensure that assigned resources are adequate 10 successfully conduct the audit.

oo G vt B ke

Regquirement according to I1SSAI 3(HM):

The auditor shall plan for and mamtan effective and proper communication of key aspects of
the audit with the audited entity and relevant stakcholders throughout the audit process,

The auditor shall take care to ensure that communication with stakeholders does not
compromise the independence and impartiality of the SAL

(ISSAL 3000/55 cind ISSAT 3000/59).
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When designing an audir, it is important to communicste with external stukeholders also which
include the audited entities, the legislature and other refevant government offices and when

It ts important to engage the audited entities carly to discuss the audit subject matter,
ohjective(s), criteria, audit questions and information needed, along with the time to he andited
and the government activities, organisations andior programmes to be included, Following
benefits can be achieved thorough communication with external stakeholders:

1) Discussing these key aspects will provide a clear picture of what the audit is about and
why it s being performed, what the result might be, and how the audit will affiect the
audited entities,

2) It creates a basis for cxchanging views, avoiding misunderstandings, and tacilitating
the audit process,

31 It helps establish a constructive process for interacting with the audited entities that is
essential to performing an effective audit

While communication with the media generally occurs after an audi report 1s ssued, audii
team may need to be prepared during the design phase 1 respond to media enquiries or even
develop a strategy for engaging the media a3 needs dictate, such as when the audit topic is
controversinl or high-profile. For ongoing work, it is generally appropnate to share information
with the media only about: the audir objective(s), scupe, and methodology: the source of the
work; and the expected completion date. Audit details or potential findings are usually not
shared with the media until work is completed and the audit report is [ssued,

—

After determining audit ohjectives/questions, designing audit scope & criteria, and deciding
audit approach and methodology, the next siep is 1o compile all the information in one single
decument i.c., audit planning memo (APM), it consists, detailed audit programmes explaining
the procedures to be followed by the audit team implement the chosen audit approach and
methodology,

The audit planning memo provides a basis for regular monitoring of progress of audit. It helps
audit team members to understand what is required from them, It facilitates redistribution of
audit work in the event of changes in the composition of audit 1eam,

The contents of the audit planning memo should include the fallowings:
Background information

Acts rules and policies

Objectives and target

Financial review

Operational stats of project/programme

Segment operational model

Audit objective

F¥YY Y Yvyvywy
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-

Audit question and sub questions cope of audit

Approach and methodology of audit

Audit Criteria

Audit Design Matrix

Personnel engagement estimated working man-days of engaged manpower by
level/skill or type.

Detailed time and work schedule.

Audit Programmes: The audil programmeiworking documents should describe the nature,
timing, and extent of audit procedures to implement the desired audit plan. The audit
programrie essentially wranslates the audit plan into detailed audit procedures to satsfy detailed
audit objectives. It could be integrated with audit plan. The aodit programme should be
revisedias necessary during the audit. The matters that should be comsidered in the design of
pudit programme are!

-

¥ YY¥YTYY

™Y

Size of task

Geographic dispersions

Audit environment

The components of the system to be audited

Whether only broad issues have been identi fied or specific criteria available

Based on resources and other known constraints, sclect an approach that will best help
achieve objectives

Identify the universe that needs to be reviewed

Select the appropriate sample

A precise description of data that i needed, where it can be obtained, and the reliability
af the data

If the data necessary to conduet the audits has not been compiled, surveys, case FEVIEWS,
or other means can be used to collect the appropriate data

Whether it is necessary to visit the programme sites, or recipient houschold during the
field work

Based on the professional proficiency of the collective staff, the audit may require
special skills such as clectronic data processing, engineering, legal, or another
specialist

When and in what sequence various audit procedures be performed during the
engagermnent.

What type of recommendations and What level of detail will be expected to get the
result from the engagement?

Page 86 of 140




Performance Audit Manual — Volume I, Government of Uttarakhand

Chaprer 6 Audit Execution

The mam purpose of an audit 15 to execute the audit programme by conducting the audit in an
efficient and efTective manner to achieve the audit ohjectives and criteria and, at the end,

producing o high-quality report
The objective of conducting a performance asudit is to obtain competent, relevant, and
reasonable evidence to support the findings and conclusions of the audit. The main activities
of this audit phase are:

a) development of field work to gather evidence.

b) analysis of collected data.

¢) preparation of findings matrix

Omece a decision has been made to conduct an audit, the auditor shall develop a detailed aundit
programme’plan to specily how the audit cotena would be tested and identify possible means
of collecling appropriate evidence agains! each audit enterwn. The auditor then develops tests
tiov confirm whether these sub-critena or control objectives have been met.

The main activities of this phase are:
» The figldwork to collect data; and
= Analysis of the collected data that resulis in evidence. In practice, data collection and
data analysis are not disassociated activities. Except for the surveys, generally data are
collected, interpreted. and analvsed simultaneousiy.

This examination phase deals with audit findings and evidence, technigues and information
about data collection and data analysis, evaluate the sufficiency and appropriatencss of audit
evidence, and the findings matrix. Before completing the examination phase, the audit team
miust ensure that there is sufficient relisble ind relevant evidence to conclude. Audit Parties mn
field shall collect the evidence that are venfiable, compétent, and reliable W analyvse the criteria
based on Audit Design Matrix (on its questions and sub questions). This chapter contains the
practices and procedures to be followed by the auditor during the implementation and will
answer the following questions:

How do vou determine the sufficiency and sppropriateness of evidence?
How do vou gather information for a performance sudit?

How do vou analyse information’

How do vou document and safepuard information”

L B B
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Figure | 5: Following figures shows key activities under andit execution stage:

Audlt Repon

The field audit process begins with a formal intimation to the auditee agency of an intent to
carry out performance audit of an entity, This formal intimation is communicated through an
Engagement Letter to the audit unitagency. It shall then be followed by an entry meeting
betw een the audit team and the audit unit officials, The process shall then entail auditor’s etforts
made to collect, interpret and analyse data in relation to stated audit objectives and evaluating
them againsi the pre-determined criteria. The steps involved in field audit process are shown
in the below.
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Figure 16 Field Audit Process!
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Entry Conference af the Head of art level

As performance audit covers various units covering a range of not less than thiee years, hence
first the eniry conference shall be held at HOD level,

Entry conference at the commencement of performance audit is w be held with Head of the
department! concerned by at least Supervisory authority with the complete audit teamis).
Wherever, more than one department/agency is involved, representation from such
agencies'departments the major department shall be the Nodal department.

The purpose of this conference 1s to mform the entity about the areas (o be audited along with
audit ohjectives, the audit approach, and the timeframe within which the avdit is expected to
be carried out. Audit criteria’psrametersinorms against which performance audit will be
benchmarked should be alse discussed,

A protocol for conduct of audit is to be set up during this conference including nomination of
liaison officers, production of records, arranging joint inspections, authentication of oudit
evidence including photographs eic, issuing of audit observations, time for replies to be
received and other arrangements.

This conference also gives the opportunity to discuss the concerns of the audited entity on the
subject matter, The entry conference should be followed by preparing minutes of the
proceedings which should be shared with the audited entity and acknowledgement requested.

Entry Meeting at the Aundit Linit level
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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 among
the sudit team members, audit unit’s head and key officials of the andit unit being mudited,
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 and. Following are the main points which shall be discussed in the
entry conference mecting,

Before executing audit plan, suditor should commumnicate audit ohjectives, scope, and aodit
questions to the auditee by organizing entry meeting. The Entry meeting Agenda may include

*

yYY¥ Y Y ¥YY

Inttoduction with team

Audit Scope and Objectives

Audit Plan

Schedule of Audin

Audiee units covered

[nitial requirements of Documents

Irateal Audit Design Matrix to understand the auditee

Refer Annexare 4 for format of Entry Meeting,
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Based on the entry meeting, in case any new/revised information comes out then the audit
plarming Memo prepared by the audit team at the audit planning stage shall be reviewed and
updated to effectively conduct performance audit

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 performance audit

Befer Annexure 8 for format of Audit Work Distribution.

The fieldwork consists of collecting data and information set out in the audil planning. All
fieldwork should be planned from the perspective of acquiring evidence to support the findings
mn accordance with the final report {155A1 3000742} The type of daia to be collected and
sources of such data will depend on methodological strategy and established critena,

Data Collection and Analysis

Data collection may be performed once, at repeated ntervals or through continuous
measurements. Information may be gathered hased on physical evidence, documents (including
written  statements), oral testimonies (interviews), or by other means depending on the
ohjectives of the audit.

The types of data 1o he obtained should be explainable and justifiable in terms of sufficiency,
validity, reliability, relevance; and reasonableness. [n addition to data material provided by the
audit unit, the anditors may also produce certain data (its own source material} with the aid of
guestionnaires, surveys, and direct observation.

For efficient and effective performance auditing, it 15 desimble for the auditors o prepare
checklist 1o enable collection of information comprehensively, although it is not practicaily
possible to develop an exhaustive checklist. Thus, the auditor needs to continue improving the
existing checklist so thut points missed, if any, are included in the checkhst.

Moreover, illustrative checklists for conducting performance audits based on the 3 Es of
performance auditing are given as Annexure 6-8 in this manual. These checklists are not
exhaustive and are for reference purpose only. The auditors must prepare their own checklist
for conducting performance audits.
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Further, it 15 important to distinguish between the following components in the information
gathering process:

» Records in the form of documents, files, etc,

»  Ouestions formulated 1o he answered by the audit team

» Data-collection technigues needed to answer the questions sct {study of documeniation,
meelings, questionnaires, interviews, ete. ).

» Audit programmes, i.e., the type of investigation that is needed for data-cotlection (such
as sampling, case studies, secondary analysis, inquiries, 'before- and after analysis)
comparable evaluations, etc.).

»  Quantitative and qualitative analysis applied to the data collected (for deeper analysis
of the imformation collected).

Most audits involve some type of analysis 10 understand or explain what has been observed.
This would be done in the form of more detailed statistical analysis, discussions on the findings
within the performance audit team, studies of documentation and working papers, etc. The
amalysis might sometimes also require comparisons of findings between, for instance, subjects
that work well and those that work less well. one or more subjects and an overview; and the
dudited arca and a similar audit area in other agencies. The final stage in the analysis of data
involves combining the results from different types of sources. Audit teams should refer the
Audit Design Matrix while carrying out data analysis and adopting technique or tool thereof,

I. Audit Technigues

This refers to methods/techniques used by the auditor to gather evidence. Examples include
lamong others) documentation review, interviews, questionnaires, data analysis and physical
observation.

a. Direct abservation and physical inspections

Evidence obtained through direct observation and physical inspection is known as phy=ical
evidence. This method is considered far more reliable than indirect evidence provided by the
audited entities. This is & technique for gualitative data colléction that uses the senses to
understand certain aspects of reality. It's not only about to sce and hear, but also to examine
facts or phenomena. It helps to identify and ohtsin evidence about situations over which
individuals have no conscience, but that guide their behaviour. This method is mainly used 1o
gain insight into, and understanding of, the way an operation is run; to obtain the views of staff
mn the field and discuss and test idens. The text box below presents some tips and hints about
direct observation

P Prepare a direct observation guide.

> Establish rapport with peaple.

> Choose the right perind and time to conduct the direct observation.

» Select only activities or phenomenon representative and relevant for audit objectives,
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The suditor diall assess the appropriateness of the procedures, the volume of resources and the
accountahility relationships highlighted, if any, in the programme guidelines. Procedures
would be tested agzaingt the criteria or a desirable control miodel for completeness, relevance
against the legislation and administrative instructions, internal consistency, practicability, wnd
compliance. It consists of review of the systems in place for planning, conducting, checking,
anid monitoring the sctivity being audited, This would entail examination of documents such
as budgets, ﬂmm:lalrapaﬂs,pmm-mmngmdehnm annual or other plans, procedure manuals,
delegations, and reporting requirements.

c. Case Studics

A case study is a descriptive, exploratory, or explanatory analysis of an entity, scheme, or @
programime, It is a method for learning about a complex issue, based on 4 comprehensive
mﬂmmﬂ;:gufﬂnmﬂwnnmummmmmwdmmphmmdamlmnfﬂm:m
within the context of the whole area under review. The Case studics are used to gather
qualitative information. The following box provide guidance on use of case studies:

Page 93 of 140




Performance Audit Manual — Velume L Government of Uttarakhand

Mn‘;ﬂmﬁ JeHcr mmﬂﬁdﬁﬂﬂfﬁﬂﬂﬁﬂﬂmﬁaﬁm_ A
> Typical cosc — location with characteristies. This could maks it easier to understand the

» Geod example and bad cxample — chaose two similar locations: one with gond

> Places where the services are heing implemeated for same time. [t will be sasier to see

» Places with many complaints ahout the quality of the service delivered.

d. Use of existing data

For most audits, the audited entities are the primary source of relevar documentary evidence,
The sudited entities documents that provide evidence to answer your audit questions, This
documentation could be either qualitative or quantitative, Examples include:

P policies, guidance and organisational charts.

B contracts, invoices, accounting information and budgetary data.

P quantitative data about the performance of the topic being audited; and

» research or studies related to the audit topic

The existing data held by the auditee ¢un be especially useful and relevant for the performance
it team 1o test for corectness and completencss with reference  the basic documents
maintained by them. The performance audit team will maintain evidence of tests camried out to
ensure cormectness of data maintained and furnished by the entity.

e. Third-parly sources

Relevant third-party organisations — such as auditee, experts, aivil society organisations,
contractors, proféssional organisations, rescarch orgamsations or other government entities —
which arc not the primary subject of the audit, can also be useful sources for documentary
evidence. For example, a research organisation oy have conducted 2 relevant study about the
audit topic.

I. File reviews

File reviews involve reviewing many similar types of documentary records, such as personnel
files or contracts, to extract information, File reviews need ter be structured and systematic 1o
allow for the issues or questions 1o be addressed across files,

2 Web Source

Audil teams will often use web-based sources 1o obtain information. Sources may include the
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websites of government ageneies, legislative bodies, ade associations or mediz outlets. Such
as those related to trade journals or nowspapers — may be authentic but not necessarily
authoritative or rehable.

. Computer-processed duta

Audit teams frequently obtain computer-processed data as a source of documentary evidence,
such as data extracts from databases or software applications, data kept in spreadsheets, data
collected from forms and surveys on web portals.

i. Survevs

Conducting of survey is another method of obtaining insight inte an agency's sctivities,
including the outputs and outcomes and their quality. Thisis a methed of collecting information
from members of a population to assess the incidence, distribution and miterrelation of events
anid conditions. In social sector programmes, credible surveys on predetermined parameters
can supplement the audit findings and conclusions, which add value 1o the performance audits,
The nature of some programmes or activities selected for performance audits could be such
that a focussed survey of a limited sample during the planning sage may provide more inzight
for setting the audit objectives and criteria. However, the results of survey alone cannot be the
primary evidence for audit findings. Surveys can be used as corroborative evidence for audit
findings established with the help of primary evidence.

j- Seminars and Hearings

Seminars might be used for acquiring knowledge on a specialised area; discussing problems,
ohservations, and possible measures; gathering arguments for and against different views and
perspectives, The purpose of hearings is mostly to invite or call for imerested parties and
experts to give their views on a particular area to be audited.

k. Benchmarking

The gim of benchmarking is 1o determine, through comparisons with performance or good
practice elsewhere, whether there 1s scope for better performance. Comparisons can be made
with other hranches or units within the entity or with other relevant external organisations al
home or abroad. The aim is to determine whether, by comparison with good practice elsewhere,
there is scope for doing things better. This technique can help to identify opportunities to
improve efficiency and make savings,

High-level comparisons can be made with other auditee unit / best practices in other state
carrying out the same function. Example: schools, hospitals or administrative units or offices
throughout the country.

Performiance benchinarking uses a range of measures and indicators to compare performance.
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Areas covered include productivity, unit costs and quality of service. Examples: pupil-teacher
ratios, paticnts treated by hospitals, job placements achieved, and unit cost of training provided.

I. Analvsis of Result

Analysis ol resulis from examining several instances of entity activity in a particular area will
help decide if entity’s performance in that area conforms to audit eriteria. This will also reguire
the auditor 1o assess the input-output model designed in the programme and camry out achual
input-eutput analysis to determine the efficicncy of the programme. Analysis of resulis may
also enail analysis of impact of the programme against the expected impact.

m. Quantitative analysis

Quantiative Analysis involves examination of data available in any form. like camings,
revenue, market share types of audit evidence can be obtained by using different methods of
collecting data, as listed in the table below: Quantitative analysis ranges from simple (for
example, calculating an average) to complex (for example, statistical modelling) methods. In
performance auditing, quantitative analysis can help cover impaortant patterns and relationships
mn data and identify areas that need attention or improvement.

Statistical analysis is the seience of uncovering patterns and trends in data, Tt can range from
simple descriptive statistics to complex analysis like regression analysis) that requires
sophisticated techniques and software. Descriptive statistics in performance audits, summarise
and describe distributions n the data you have collected in a meaninglul way, such as in
analysing the audited entities” achievement of performance targets by site or income
distribution m a population,

Table 20: Example of statistical analysts methods:

~ Concept _Definition When to Use |
Mesn | The sum of a set of values divided | Usefull when  data points  are |

by the number of values; also
known as average.

symmerically distributed. Use caution if
you have data poinis that are extreme
outliers that is, unusual when
compared to the rest of vour data.

e

Median | The middle value when the values | Useful when extreme scores or outliers
are arranged in order of size; the | may distort the mean.
50th percentile.

Mode The most frequent value of a set of | Useful when vou are looking for the most

vilues.

common category, popular option or
typical value

The difference between the highest
and the lowest obsenvation.

Useful w complement the mean and
medizn o discuss how dala points are
distributed.
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: Qmﬂﬁwﬂmmﬂl;hl]’mﬁﬂhmplm&mﬂwmmi

atmmhufﬁpnphﬁmn‘uqrﬁd measurement on  how  scores  are
ﬁmmﬁﬂhﬂnwﬂm distributed.

squared distance between the

mmnmﬂﬁum

h'!aamufﬂmd@pmﬂ:md Useful fo complement the mean as a
Jeviation | in the data; the square-root of the | measurement of how data points are

| variance. Mﬁmmmfmmm
' significant outlicrs.

Maost audits involve some type of analysis to understand or explain what has been observed. In
fact, analysing quantitative and qualitative data s a crucial step in all performance audits. When
analysing information collected, it is recommended that the auditor focus on the audit question
and ohjective. Almost all audits include different forms of document analysis. Depending on
thunumhnufducmumﬁ'rdnﬂmﬂmmmﬂymﬂ. the analysis can vary in detail The final
stage in th:d:ul.amu.]jms involves combining the results from several types of sources,

Audit Procedures are the sieps performed to get all ihe information regarding the quality of the
information provided, which enable them to achieve Audit ohjectives with proper verificalion
of Audit evidence referred in Para 6.6. Audit procedures refer to the action steps taken
:ﬁtgmﬂllymdmmmhlymmmmﬂnmmlqw_
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X Daily vary

The audit team members shall maintain the record of their daily working in the daily diary.
During andit, each audit team member is required o keep an account of work done by them.
Such a diary shall be kept date wise and should include the following;
»  Name of auditor(s)
Name of audit unit
Audit Team number
Number of working davs allotted
Date of commencement of audit
Perod of audin
Date of allocation of work
MNumber of hours worked on audit (work allocation wise)
Area of work allocated by audit team leader
Progress made during the day.
Work completion date and time
Basic assumptions and caleubations used by auditors
Any other matier which auditor seems necessary to include in daily dairy

rY¥Yy¥Yr¥yrr¥yrw vy wwwww

The audit team leader shall review the daily dairy of team members and provide appropriate
COMIMEnts,

Refer Annexure ¥ for format of Daily Diary

Ulimately, the product of data collection and analysis exercise for the auditors shall be
obtaining sufficient and appropriate audit evidence 10 establish auditor's findings and reach
uudit conelusions to fulfil the audit objectives and questions,

Requirement for evidence gathering according 1o ISSAL 3000:

The suditor shall obtain sufficient and appropriate audit evidence to establish audit findings,
reach conclusions in response to the audit objectivels) and audit questions and issue
recommendations when relevant and allowed by the SAI's mandate, (FSSAL 3000/ 06)

The standards for performance audits require that the suditor retain a record of the work in
working papers, have procedures for their preparation, and support the findings and
conclusions in the report through evidence. Evidence should also be sufficient for the suditor
to form an opinion.
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When the audit evidence is obtained, the auditor must assess whether the evidence 15 syl fficient
and appropriate. Based on this assessment, the auditor must decide if more or different evidence
are needed.

In performance audits, evidence is rarcly conclusive (yes/no or rght/wrong). Audit evidence 15
persuasive (*points fowards the conclusion that...”). When working in arcas where evidence is
persuasive rather than conclusive, it is also important that the auditor sesks mformation from
different sources, since organisations, individuals in an organisation, experts, and interested
parties will have different perspectives and arguments 1o put forward.

Evidence gathered during a performance audit may be qualitative in nature arl require
extensive use of professional judgement. Accordmgly, the auditor would ordinarily seek
corroborating evidence from different sources or of a different nawre in making assessments
and forming assertive conclusions,

"Competent " competency of evidence relates to the relisbility placed on the source of
information used as evidence, The competency influences the persuasiveness of the evidence.
The following can be used in judging the competence of evidence:
» Evidence obtained from a third party is more reliable than evidence obtained from' the
audited entity itself
» Evidence developed under a good system of internal control is more reliable than that
ohtained where such controls are weak or non-existent
» Evidence obtained directly (eg., through physical examination, observation, and
inspection) is more reliable as compared o evidence obtained indirectly
» Original documenis are more reliable than copies
» Testimonial evidence is more reliahle where persons may speak freely compared to
situations where they are intimidated
» Testmonial evidence obtained from a person who is unbiased and has complete
knowledze m the relevant area {more reliable source as compared to a person who s biased
and has only partial knowladge. )

Sufficiency of evidence:

Sufficiency is a measure of the quantity of the evidence vou use to support findings and
conclusions related 1o your audit objective(s) and questions.

Appropriateness of evidence:
Relevant evidence is logical and important to issue that is being
addressed. For example. the auditors” generated evidence, such as
recalculation working, is usually considered to be the audit evidence
of the highest quality. This is due to it is considered the most reliable
as this type of evidence is the auditors’ working,

\
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Valud evidence is based on valid reasoning and accuracy of information. For example,
information obtained from the website of a political party may not be a valid seurce of
evidence because the source of the information could be biased.

Reliable evidence means results are consistent when information is measured or tested
and must be verifiable or supported. For example, quantitative data that you obtain from
an information system may not be reliable if vou find that users do not enter the data
into the system consistently or check it with errors.

T ——— =

> Evidence s sufficient and appropriate when it provides u reasonable kasis for sunporting
the findings or conclusions within the context of the sudit ahjcctives.

» Evidence is not sulficient or appropriate when:

a. using the evidence carries an unacceptably high risk that it could lead the auditor 10 reach
aA incarect or improper conclusion,

b. the evidence has significant limitations, given the audit chjectives and intended use of the
evidence, o |

€. the evidence does not provide an adoguate basis for addressing the audit objectives or
: “PP'}HFIH the fin dingu andtﬂnv:lﬁﬂms. The auditor may not use such evidence as support
for findings and conclusions,

When planning the audit, the auditor shall identify the probable nature, sources and wvailability
of audit evidence required. Other factors such as the availabi lity of other audit reports or studies
and the cost of obtaming such audit evidence mav also be considered

Further, all the relevant evidence shall also be uploaded and shall be maintained in the
repository.

Auvditor must determine the overall sufliciency and appropristeness of evidence to provide a
reasonable basis for the findings and conclusions, within the context of the audit objectives.
Professional judgment assists the auditor in determining the sulficiency and appropristensss of
evidence (see also Professional judgment and scepticism in Inferpreting, summarising, or
analysing evidence that is used in the process of determining the sufficiency and
appropnateness of evidence).

Where appropriate, the auditor may use Sufficient and appropriate evidence
a) Evidence is sufficient and appropriate if it provides a reasonable basis for supporting
the findings or conclusions.
bl Evidence is not sufficient or appropriate when:
» Using the evidence carmies an unacceptably high risk that it could lead the auditor
1o reach an incorrect or improper conclusion,
» The cvidence has significant limitations, given the audit ohjectives and
» [niended use of the evidence, or
* Thecvidence does not provide an adequate basis for adidressing the audit ohjectives
or supporting the findings and conclusions.
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» The auditor may not use such evidence as suppon for findings and conclusion
statistical methods to analyse and interpret evidence 1o assess its sufficiency,

Evidential Process

Determine the characteristics of data required.

Collect data relevant to the audit objectives.

Collect data to carry out tests against audit criteria linked to the audit objectives.
Collect data (evidence) which is sufficient and persuasive to logically support the
analysis, audit findings. conclusions, and recommendations; and

Apply the standard of evidence, where direct cause and effect relationship cannol he
esiablished. to build a successful case on the balance of probabilities.

ryYyY vy

L

Figure I17: Evidenlial Process:

" eritire il
r.ruh'n:lb.ﬂhrmm
to each | oliecive
ant audif criteria, tak
of evidgnce agalnst

Characteristics of Performance Audit Evidence

In performance audit terms, audil evidence concerns the facts or information used:

» 10 conclude whether an awlitee had carried out sppropriate sctions to conform to
operational principles, policies, or standards for using resources effectively, efficiently, and
economecally; and

» 1o demonstrate to a third party that the auditor’s findings are credible and defensible.
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Figure 18: Types of Audit Evidence,
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» Physical evidence is obtained through observation, photographs, charis, maps, graphs, or
other piciorial representations, etc. It i desirable to corroborate physical evidence,
particularly if it is crucial to any audit findings (linked to the audit objectives) with other
types of evidence.

» Oral or testimonial evidence is the statement 10 response to audit inquiries or interviews,
The statements made can either provide a background or a lead for further examination that
may not be available through other forms of audit work or may provide corroborating
evidence (e.g., beneficiary survey). The statements can be by the employees of the entity,
beneficiaries, experts, and consultants contacted 1o provide corroborative evidence, ete. It
will be essential 1o corroborate the oral evidence if the oral evidence is itself to be used as
primary evidence rather than simply as a background or lead for further examination. The
corroboration of oral evidence could be:

» By wriitten confirmation by the person interviewed.

» By weight of muluple independent sources disclosing same facis.

» By checking the records later; or

» By entrusting the collection of evidence to independent orgamsations of repute,

» Documentary evidence in physical or clectronic form is the most common form of audit
evidence. These could be both internal &5 well as external.

» Some examples of internal documentary evidence are accounting and information
records, copies of outgoing comespondence, plans, budgets, annual reports, and
Performance Audit Repors, etc.

» Some examples, of the evidence from exiernal sources are documents onigimating from
other entities (viz noles or reports of other Minisiries or depanmenis, ncoming
correspondence, external evaluations, and surveys). Internal documentary evidence
originates within the entity. In most cases, the external evidence is also obtained from
the records of the entity.

b Reliability, relevance, and sufficiency of documentary evidence should be assessed in
relation (o the objectives of the andit,
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> Analytical evidence stems from analysis and verification of data, which can involve

computations, analysis of rates, ratio and variance analysis, trends and patterns,
comparisons against standards and benchmarks, ete. The analysis and comparisons can be
Mﬁmﬂandmmmﬂ.ﬁmdﬂuhmﬂﬂdhﬂﬂﬂepmmm
be indicated w faciliaie acceptance by the entity.

Different types of andit evidence can be linked to different methods for collecting data, as listed
in the box helow,

There are different types and sources of evidence that the auditor may use. Each type of
evidence has its own strengths and weaknesses. The following contrasts are uselul in assessing
the appropriateness of evidenge:

»

Documentary evidence is more relisble than oral evidence, but the relishility varies
depending on the source and purpase of the document.

Testimonial evidence that is coroborated in writing is more relisble than ofal evidence
alone.

Evidence hased on many interviews iogether is more reliable than evidence based on a
single or & few interviews,

Testimonial evidenee abtained under conditions in which people may speak freely is more
reliable than evidence obtained when people may feel intimidated.
Eﬂﬂuﬂhﬂdﬁm:hm%uﬂhﬁuﬂmhﬁnﬁdlﬂrﬁﬂﬂyum
reliable than evidence obtained from the auditee entity or others who have a direct interest
in the auditee entity.

Evidence obtained where internal eontrol is efféctive is more reliable than evidence
obtamed where internal control is weak or non-existent.
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= Evidence obtamed through the aunditer’s direel observation, eomputation, and

-

inspection is more reliable than evidence obained indirecily.
Original documents are more reliable than copied documents.

Sources of Evidence

Sources of evidence may vary from case to cose. Following are some illustrative sources of
impartant evidence:

>

Policy statements and leglslations: Policy documents, operating guidelines and manuals,
administrative orders, etc, along with the background papers leading to their promulgation.
Puhlished programme performance data: Budget, accounts including outputs, plan
documents, performance budgets and reports, programme documents, annual reports and
replies or statements placed before Parliament. and legislature,
Internal reports and reviews: Internal reports and reviews, minutes of meetings and
mformation/performance reports, etc.
Files of the entity on the subject: Files provide strong evidence to support audit finchings.
It may not be possible to examine all files of the entity due to time constrainl. The selection
of the files for examination will be guided by the audit objectives or the purpose of the
investigation. Depending upon the subject of performance audit, the mudil team may
examine & sample selected at random, Some of the mowe imporiant files that can provide
the desired evidence are:

b Stratepic and operational planning liles.
Budgzei files.
Entity control, monitonng, and review lles,
Internal sudit reports, internal and external evaluations.
Complaims and disputes, etc.
Databases maintained by the entity,
evidence; and
External sources - independent surveys, evaluation, research, eic.

FYYYYEY

Website of auditee entities, the regulators, and other related entities: It should be
cnsured that the website from which the audil evidence is being taken is reliable and
updated. The source ol such information should be shared with auditee entity and suitably
depicted in the audit report

Physical verification/inspection: Auditors may make an assessment based on the nature
af the subject of performance audit end the audit objectives as to whether physical
verification/inspection is required 1o achieve the sudit objective and document the resuls
of their assessment. Some of the measures o mansform the observed evidence inlo
competeni evidence could be joint inspection in which the result of such inspection is
certified by the representative of the entity holding responsible position, outsourcing the
physical observation 1 an agency, and supplementing the observed resulis with
photograph, ete. attested by the representative of the entity.
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Itis desirable for an audit team to prepare an Audit Findings Matrix where an auditor can record
all the information, data, and evidence pathered during the audit. The audit findings can be
elaborated vis-d-wis good practices and the potential audit recommendation along with the
expocted benefits in case the recommendation is already implemented. It is meant to provide a
link between the audit objectives, criteria, the audit observation, and the recommendations
emerging therefrom.

Table 22; "-'.'.-rmpﬂ'e of Audit Findings Matriz

Audit Objectives/Sub-ohjectives: To ascertain the existence and/or adequacy of policy
and institutional framework in ensuring effective management of road maintenance
works, and implﬂnﬂtaﬂuu thereal

chlhgh Enmrﬁvlﬂ-m have not fﬂlhweﬂ the existing policies and Hmwnrks
Sltunﬂu Crite  Eviden Cause Effec  Good Recommendati  Expected

n Found  ria ce and s ts Practic  ons Renefits
vij-\.-. I . I Cu H

andir &

questio

n

Audit findings are armived at by comparing the evidence to the criteria, These are based on the
aralysis of information collected during the audit. Further analysis of the nature and magnitude
of the issuc will lead w the development of audit observations. These observations should be
based on objectives, rationafity and project-specific standards and criteria. Audit conclusions
should be developed and evaluated throughout the audit. Potennal conclusions identified in the
planning stage.

Further, the performance team must determine whether the deficiency is an isolated instance
OF Fepresents a generic or systemic problem. Such audit observations may also require the
apphcation of significant judgement and interpretation in answering the sudit questions, since
audit evidence may be persuasive, which points towards the conclusion, rather than conclusive,
which is right or wrong in nature.

Further, audit observations will confirm whether the entity's performance, with reference to the
eriteria laid down, was satisfactory or not, If it was not adequate, they will point either to the
systemic deficiency or to the person(s) responsible, the cause and, if determinable, effect of the
problem on the subject matter of the audit.
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8 Fyuance 0T AR Finding Memorsndum

Muring the audit analvsis and evaluation, audit team might come across various issues/findings
{Refer Audit Finding Matrix) for which a clarification is required from the audit unit. Such
information may be asked by issuing Initial Memorandum.

An Initial Memorandum is designed to bring togethér findings and conclusions for a specific
arca of audit, which is self-contained (including the sources and types of evidence used) and
logical. The audit team member or the team leader may determine findings on the audit question
and sub question o develop with the help of issuance of an assessment paper.

Initial Memorandum created by team member shall be reviewed and approved hy team leader
before sharing it to the audit unit Memorandum shall be approved or rejocted by the team
leader only oace and the Memorandum created by team leader shall be seni directly o audil
unit. There could be following scenarios:

» f Memorandum is approved by the Audit Team Leader: The Memorandum shall be sent
o the audit unit for seeking response. The auditor is required to evaluate the response
provided by the audit unit on each Memorandum and accordingly take necessary actions.
Following are the two outcomes of a Memorandum:

» Resolved Memorandum- In case sudil unit provides a response, wiich is satisfactory
as per the auditor, then Memorandum shall be resolved.
»  Un-resolved Memorandum-

b In case audit unit fails to provide response within stipulated time, then
Memorandum shall be treated as un-resolved and shall be converted 10 Final
Memorandum which will form part of Drafi Performance Audit Report.

» In case sudil unit provides a response, which is not satisfaciory as per the auditor,
then Memorandum shall be treated as un-resolved and shall be converied o Final
memarandum which will form part of Draft Performance Audit Report.

s If Memorandum is not approved by the audit team leader: 1t shall be sent w the audit
team member again along with the comments (reason for rejection) for necessary
corrections, and the same will be rectified by the audit team member accordingly.

Refer Annexure-10 for format of Audit Finding Memorandum
Audit Findings

Requirement according to ISSAL 3000:

The auditor shall analyse the collected information and ensure that the audit findings arc put
in perspective and respond o the andit ohjective(s) and sudit questions; reformulating the
audit objective(s) and audit questions a5 needed. (L5541 00T 12)
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Audit findings are the evidence gathered by the T deval a Firsfing: B aoaid b Cnsired
L]
auditor dunng the feld work. will be used 1o that finding:

answer audit questions. Auwdit findings are the (1115 consistent with the evidence on which

di ncy between the actual situation and the it 15 based. :
Wm %u: ﬁrldj.n.g: contain 'l::n following (2 Answers the udit question.

; (3} Helps organise the information eollected
attnbutes: eriterion (what should be), condition (4}Helps  organising and  analysis  of
(what is), cause (why is there 2 deviation from mformation to defermine what it all
norms of criteria) and effect (what are the T

conzequences of the situation found).

The Audit Finding matrix is carried out in tollowing manner
Step 1 is setting the audit criteria, which is done in the planning phase. (Criterion)

Step 2 is gathering of evidence and assessing whether these are sufficient and appropriate,
(Condition)

Step 3 is where the auditor uses the evidence answer the audit objective(s) and audit
quesions,

Step 4 15 once the auditor has identified a deviation between “what should be' and “what is',
auditor is advised to determine, where possible, why the deviation occurred (cause) and what
the consequences (effects) of this are Cause and effect

Step 5 is the auditor will reach a conclusion based on the findings. Formulating conclusions
may require a significant measure of the auditors professional judgment and interpretation to
answer the audit questions and objective(s). It is necessary to consider the context and all
relevant arguments, and different perspectives before conclusions can be drawn {Audit
observation and Recommendations),

Analysing Evidence and Developing Findings and Recommendations

Fignere 19; Attvitwites of a finding:

*What shewld be?

=Whalis?
*Wihy is there derivation from ®he neems or criteria’?
“What arz the consequences?

Audit findings arc based on the identification of performance gaps such as where controls arc
deficient or ineffective in mitigating risks. Audit findings have ofien been regarded as
containing the elements of criteria, condition, effect, and cause when problems are found.
However, the elements needed for a finding depend entirely on the objectives of the audit.
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Thus, a finding or set of finding is complete to the extent that the audit objectives are eatizfied.
The clements of a finding contain the following:

Figure 20: Developing Recommendations and Conclusions:
Aurdit criteria (What should it beT)
Audit Evidence (What 5 ascartsinnd )
Aucdit Findings What is" vis-3-<uss “what should be
Detarmine cause snd effect of the findiogs.

Coming aidd Gesavations
Criteria

Criteria are standards against which the adequacy of performance 15 assessed. They represent
areasonable and informed person's expectations of “what should be”, When they are compared
with what exists, audit findings are generated. Failing 1o meet the criteria would indicate that
improvements could be made, Where possible, it is a good idea to identify the nature of such
improvemants or even how they might be achieved.

Under the Performance Audit of District Hospital (DH) for patient and medical facilities
improvement in last five vears was audited as per IPHS, a DH should provide at least specialist
in-patient services pertaining 1o following General Medicine, General Surgery, Paediaincs,
Ophthalmology, Orthopacdics Ear Nose & Throat, Psychiatry, Accident and trauma ward,
Physiotherapy, Dialysis, As per [PHS Criteria |4 medicines were in category of essential
medicine for District Hospital for Indoor patients were required.

Condition

Conditions are what the auditor finds because of his review. It should be compared to the
criteria to assess if the condition falls short of the entera.

Auditor Observed that:
» All the DHs audited failed to provide Accident & Trauma; and Psychiatry services
during 201 4-15,
» Dialysis service was not available in any of the st checked DHs except Udham Singh
MNagar's
b Whereas Burn ward was available only in Chamoli and Udham Singh Nagar during
2014-19.
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Audit observed that in range of period of 30 days to 150 days were out of stock. Vitamin-K
(except JH Chamoli) were not available in any of the test checked DHs/THs during the sampled
months, Digoxin (used 1o treat Cardiac arrest and superficial bleeding) was available in only
DH Almora in one out of five sampled months

Effect

Effect is an impact of the gap or result of an event Le., the consequences of the condition falling
short of the eriteria. The efféct of o finding may be quantifisble in many cases such as making
an estimation of the cost of expensive processes, expensive inputs, or unprodoctive facilities.
Additionally, the cffect of inefficient processes. for example, idle resources or pocr
management, may become apparent in terms of time delays or wasted physical and other
resources. Qualitalive effects as evidenced by a lack of control, poor decisions, or lack of
concem for service to taxpayers may also be significant The effect should demonstrate the
need for comrgctive action, The effeet can also have occurred in the past, be occurring now or
possibly in the future,

The audit scrutiny of 1PD services revealed non-availability of IPD services such as Psychiatry;
Accident and Trauma; and Dialysis services and shortage of essential medicine indicated that
either the quality of treatment was compromised due 1o non-availability or the patients were
compelled o buy these drugs from outside, leading to additional expenditure by the patient
Hence in one or more parameters test checked DHs, were not able to attain the outcome
indicators of patient facilities.

Canse

Causes are reasons for occurrence of the gap/event. Identifying the cause provides information
on accountability relationships and provides the means to initiate improvements. Some causes
may be of a nature, which are beyond the control of auditee such as natural calamities like
floods or unanticipated realignment of currencies leading 1 some distortions in comparing
aciual with budget,

The shortage of specialist Doctor cause was due to shortage of doctors gol compounded owing
o deputation of specialist docters and Medical Officers w0 ather hospitals/temporary
attachment for special services and because of study leavedong leave availed by doctors
withoul any altemative armangements being put in 0 run the services. The medicines were
procured centrally by DGHS, the indent issued by DH and medicine received from the Central
store had,

Determining canse and cffect

The eause is the factor or factors responsible for the differonce hetween the evidence and the
critenia and may also serve s a basis for recommendations for corrective actions, For example,
poorly designed policies, procedures, or criteria, inconsistent. incomplete, or incormecl
implementation, or [actors beyond the control of auditee. Also, ascribing poor evidence o
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inadequate planning may be insufficient. What was the reason for inndequate planning? Was it
misplaced priorities”

Something else? If you do not believe the cause is reasonable or credible, then you may want
to explain your concerns to the audited entities and hold further discussions.

The Effect can be determined by following methods:
1) Compering the actual situation to the ideal condition, had the enileria been met.
2) Identifying effect as either what has already occurred, or a likely future impact based
on logical reasoning.
1) Positive or negative effect based on achieving or not achieving economy, efficiency
and/or effectivensss,

Direct cause-and-effect relationship: for example, Issuance of medicine by central store less
than by demanded by the DH lead to shortage of medicines in DH:
» Reverse cause-and-effect relationship: for example, poor examination results could be
due to poor atendance.
» Coincidence: for example, there may be a relationship between the quality of healthcare
in & local authority and examination results in that same area, but it is difficult to know
whether one causes the other

Audit eriteria and evidence

This evidence assessment process consists of combining information from the different types
of data sources to gain information and knowledge about the actual conditions, Which means
information from interviews may be combined with analysis of statistical records; information
from case studies may be combined with information from surveys: and some information may
cotne from field studies in ene province while other information refers to another province
Combining this information is like completing a jigsaw puzzle, where the picces are the
different elements of information and analysis

IF there is & deviation between the criteria and the evidence identified, or the audited entity is
not acting consistent with the criteria 1o which you are assessing them, then the next siep afier
thi¢ assessment is to analyse and confirm causes ~ that is, why there is a deviation trom the
criteria, This could lead 1o a potential recommendation.

Somelimes, the lack of information abaut your andit objective(s) or questions can be a finding
in itsslf For the same audit guestion related to the sufficiency of training for customs
inspectors, if you find the audited entity does not collect information ahout whether customs
inspectors that took the audited entity’s customs inspection training belicve the training
prepared them for their jobs, then this could indicate the audited entity may need w0 collect this
information so that it ¢an make more-informed decisions about the franng.
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Example on the Elements of a Finding:

ptal: Reference Perfarmance: Audit Reports Essued o topic i.e. (i) Perfontiance Audit on “Distrct
Iinspital

Dufcorscs” in Stnte Goveanment,

5

While the nawre of audit and the information collected will help you determine the most
appropriate way to assess audit evidence, there are several techniques to assess your evidence
which are mentioned #s follows:

In this method the information is grouped and labelled 1o identify logical categnrics, Grouping
Hﬂpﬁypuidmﬁﬂrmnhwh&hhﬁxmaﬁmmﬂﬂa&&nmmaummm
connected. Afler analysing the relationship between the information in a group, you can then
tabel each group with a heading: cither a phrase or a sentence that expresses this relationship
a5 a main ﬂlm&:‘ﬂu’iuditdﬁ;nnnﬁﬁq;m be used to help you populate this information.
For example, for information collected to answer an audit question related to the sulficiency

haqmﬁtjrnfﬂFDﬂn‘vimmdiﬂriﬂhmpiﬁ! will require the data from hospital of the total
patient registered t‘mﬂl’ﬂ,&umayuﬁhpuhu.Tmnlﬁmt&kmh}-mﬂrq patient.
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Anather techmique 15 to use visual displays to make connections within and across audit
questions. Options include a mind map, a fishbone chart, or an organisational chart.

Mind Map

A mind map helps visualise and display all the information
related to a specific topie or question.

ey |

It can be used to graphically identify and organise possible m—
causes of a problem so that you can develop recommendations -
aimned at the reot cause.

An organisational chart can help you display how each piece
of evidence is refated to the others. In case of Performance "1
Audit of implementation of Solid Waste Management ULB

trough ULBs had shown that at each level of governance there _-I‘HT
were serious lapses.

Jau

=H.

jhj
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View

These are models in which experts examing the maiter in hand and make judgments based on
their subjective perceptions about the standards which are appropriate. There are three
categores:

1. Art Criticism: this is a “connoisseur™ approach in which the expert would eritically appiaise
the subject m the traditional way eritics work. Such an expert is unlikely to exist within an audit
team but could be seconded or contracted for the period of the audit, Such an approach could
be tried for the effectiveness of Government publications, museums, and art galleries and
horticultural displays.

2. Accreditation: this relies on prior expertise and knowledge of selected experts 10 examine
the subject and determine whether, subjectively, minimal standards are met, For g, a
performance audit of development of Infrastructure project an expert from [T Roorkes is hired
as a technical expert to check and guide the team regarding technical parameters which have
been laid down as audit eriteria

3. Content Analysis: Content analysis is a set of communication analysis techniques that gims
to obiiin. through systematic and objective procedures of the content’s description, indicators
that allow the inference of knowledge. It is used to analyse interviews, focus groups and
documents (Bardin — Content Analysis, 1970}, There are different kinds of content analvsis.
The most used is the Categoncal analysis. It 1s done by hreaking up the content in different
categories. The content analysis can be done on open questions (without pre-defined answers),
which gives different views from the respondents, while analysing the answers of a
questionnaire.

The content analysis has three phases;
- Pre-analysis: data are orgamsed and procedures for analvsis are established,
P Material Exploration: the codification, breaking up and enumeration are executed; and
B Hesults Treatment is about interpreting the result

Writing on walls

This is a technique where the entire team and its internal stakeholders and supervisor assemble
in & room {or gather virtually vis Skype or other method), and with the help of a trained
tacilitator, talk through their audit questions and what evidence they have collected those
addresses each of those questions. Teams then visually display the evidence, using sticky notes
on a wall or via a computer, 50 ¢veryone on the icam can see the preponderance of evidence
and what themes develop from that evidence. Over the course of a few days, the team then
discusses the vanious evidence, often moving around the notes, and developing a visual display
of the audit findings. The facilitator plays an important role in asking the team and stakeholders
about the supporting details of the evidence, the reasons {causes) for any deficiencies and the
elfects,
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A pood writing on walls session includes:
1} Al least two weeks gap between data collection and helding a writing on wall session
so that all documenation is collected and reviewed prior 1o the session,
2} Review of all audn documentation 1o be familiar with materials and pay parnicalar
attention 10 those you believe may be particularly relevant 1o your questions,
i) Not writing on wall sessions related to findings and recommendations with
preconcerved notions and be open minded.

Developing conclusions und recommendations

Alter assessment of your evidence that may lead to zudit findings, hased on these findings, we
may be able to reach at a conclusion and giving recommendations accordingly.

Developing conolusions

Conclusions let you make a short and convincing argument that action is required to address a
deficiency or take advantage of an opportunity for improvenent and set up the basis for any
recommendations. Conclusions alse allow you to: presemt your opinion, anchored i your
evidence; clarify and add meaning to the specific findings; and go beyond restating the findings
that will be presented in your audil report.

Tips for developing effective conclusions

» Link the conclusions back to the audit objective and explain why the audit is important

» Ensure that the conclusions are balanced, highlighting the significance (positive and
negative) of the audit findings and the audited entity’s progress {if any) in dealing with
problems raised.

»  Make sure that the conclusions flow logically from the audit findings.

¥ Do not merely summarnse or restate the findings but explain their significance and why
recommendations are nesded.

» Prowvides a clear linkage to the recommendations of the report

Developing recommendations
Requirement according to ISSAT 3000:

The auditor shall provide constructive recommendations that are likely te contribuie
significantly to addressing the weaknesses or problems identified by the audit, whenever
relevant and allowed by the SAD's mandate. ({5547 30{80 1 26).

Recommendations o vomect deliciencies and other findings identified during the avdit. 1t is
helpful to show the hinkage between your aedit findings and recommendations by using
congistent keywords and phrases. The features of a good recommendastion can be represented
by the acronym SMART: Specific, Measurable, Aftnbutable, Relevant and Time-bound, In
some circumstances, discussions with the audited entity can help the team to-determine the
"Time-bound” piece of SMART or timetrames for implementation.
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Recommendanions can be based on the following:

Directed at resolving the causes of weaknesses o1 problems identified.
Practical,

Value-added.

Well-founded and flow logically from the findings and conclusions.

Phrased to avoid truisms or simply inverting the iudit critena or conclusions.
Neather too general nor too detailed.

rYyYTrTrTryrw®

Wiy for developing Teter recommendations

»  Think early in the audit process abour potential recommendations and ask what can be
done to improve performance.

» Write recommendations in such a way that audited entity can evaluate whether they
have been implemented.

* [Dhiscuss recommendations with the audited entity o identify the necessary changes and
practical ways of impletnenting them. This will lead 1o realistic implementation of the
recormmendations.

a. Exit meeting at the anditee unit
b. Exit meeting with the Departmental head with consolidated
Audit report

Exit meeting at the auditee unit

Once the audit team complete the audit execution auditee it would interact with audit unit for
discussion on the conclusion drawn on the audit findings (Refer 6.8 - Audit Finding Matrix
section). 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
ter last date of fieldwork to provide an opportunity to them for any providing clanfication on
audit findings. The purpose of the exit conlerence meeting is:
»  To Inform the head of the audit umt about the audit findings and reporting process,
To obtain audites response on audit ohservation
» To provide reasons for acceptance or rejection of responses received on the Memorandum.
» To provide adequate guidance about comective actions o be taken agamst each
Memorandum and provide guidance about their rights and available remedies.
*» Toapprize audit unit that in caze of non-submission or reply to the Initial Memorandum,
the same shall be converied into Final memorandum and included in the performance audit

report.

Foints to be discussed in exit meeting:

» Observations and findings of performance audit on each issue, matter, segment, and
commients of the audit unit thereon.
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Reasons for acceptance or rejection of those comments.

shorcominga/lapses in accounts and suggestion of performance sudit 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,

L Sty LR SR

One audit team member should be assigned to document all discussion during the mecting. The
audit team should prepare and circulate minutes of the meeting to the audit unit personnel who

were present during the meeting. The minutes of such exit mesting should be prepared and shared
with the audited entity and acknowledgement requested.

Audit meeting of Consolidated aundit report

The performance audit should be concluded with an exit conference with the Head of
Department Government concerned. Wherever, more than one department/agency is involved,
representation from such agencies/departments should also be invited for the exit conference

hie drafts Audit report including the responses of the aodited entity must be issued before the
holding of the exit conference, The Supervisory authority with the complete andit team should
lead the exit conference. All sudit findings, conclusions and recommendations are to be
discussed and as far as possible direct responses of the audited entity are 10 be solicited and
recorded. It is also a platform o arrive at an agrecment with audited entity about audit
conclusions and recommendations. Tt will also allow the audit team to clanfy any point of douht
that the entity may like 1o mige. The minutes of exit conference should be recorded and
endorsed 1o the entity with # request to acknowledge the minutes within two weeks stating that
iy case of non-receipt of acknowledgement within stipulated period, it will be presumed that
the reporting process audited entity concurs with the minutes. In case, head of the audited entity
does not respond to audit's request for holding exit conference, DOA should try to convince the
head of the entity to hold the conference. In case, the exit conference could not be held even
afler pursuance, this fact should be recorded in the report, In case of exit confevence is not held
and DOA has pursued the matter,  The same shall be reported to the finance department and
concerned administrative department afier 04 weeks of date proposed for exit conference and
the report shall be Ginalised and released for the Department and Administrative Department .

Refer Anmnexure 11 for format of Exit Mesting.
Chapter 7: Audit Reporting

The audit report is the most important component of the entire audit process. Upon completion
of a performance audit assignment, the audit team shall prepare an avdit report containmg audit
observations and conclusions in an appropriste format which is abjective, complete, accurate,
constructive, and concise, casy to read and understand, free from ambiguity, and supporied
with sufficient, competent, relevant, and independent evidence.

[yraft report contimmng preliminary madit conclusions prepared at the end of the conducting
phase and further developed into an audit report, based on feedback received from the audited

Page 117 of 140




Performance Audit Manual — Volume 1, Government of Uttarakhand

entity to the preliminary audit conclusions. The audst report must contan executive summary,
andit scope and methodology, audit findings, conclusions, and recommendations. The report
must be complete, accurate, objective, convincing, constructive, clear, concise, and umely. It
should also be reader friendly, well structured, contain unambiguous language and add value
to the stakeholder,

The purpase is to provide an opportunity for the audited entities to;

» Review amd correct fachual emmors, when appropriate hased on supporting evidence
provided to the Direciorate of Audit (DoA).

» Gt comments and views from the audited entity on the drafied descriptive chaprers,
andit findings, conelusions and recommendations.

» Comment on the feasibility of drafted recommendations; and

» Provide additional information o the awditors to take into consideration to modify draft
based on additional information provided.

All comments received need to be carefully considered. Where responses provide new
information, Direciorate of Audit (DoA) official shall assess this and be modify the draft report.
All disagresments must be analysed for the final report to be balanced and fair,

When the audited entities” comments are insufTicient to address the findings, inconsistent or in

conflict with the findings, conclusions, or recommendations in the drafl report, the auditor is
advised o evaluate the validity of the comments.

It the Directorate of Audit (DoA) officials disagree with significant comments, the same may
be explamed with the reasons for disagreement in a working paper. Conversely, the auditor
will analyse, can modify the report as necessary if the comments are considered valid and
supported with sufficient and appropriate evidence.

The purpose of an audit report 15 to;

Communicate the results of audits to the intended users,

Make the results less susceptible to misunderstanding.

Make the results available 10 the public 1o create ansparency, unless specifically

restricted by legislation; and

» Facilitate follow-up to determine whether appropriate corrective actions have been
taken,

L A

This following section requirements for reporting performance audits:

The process for preparation and submission of the performance audit report has been
summarised in the below steps:
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Following are the indicative timelines for reporting:

Table 23: Indicative timeline for réporting

Timeframe

| Subnilssion of Initial Memerandum to
. auditee

| Response to the Initial Memorandum by
' audit unit

3 working days from the date of issue of

}\-s and when [Onding observed. No
memorandum will be issued on closing

Memorandum and in case the audit duration
for a unit is less than 3 days than all effors
should be made by the unit to submit responses
durinig the audit duration only. Wecek

Conversion of Initial Memorandum into
Final Memorandum

Within 03 days of reply of auditee n case of
no reply to the final memorandum e, Audit
Finding matrix shall be finalised by 10" day of
the issuance of [nitial Memorandum

Exit meeting

T.n-la:m.ﬂal:]y on completion of p-n'fnnmnr-:?
audit of the unit with Audit finding matrix or
Initial memorandum

Exit meeting of two 1o three nudit units if sudit
units agree can be conducted together at the
either of anditee place

Review and Issue of Audit design mairix
of each unit separately by feam leader to
supervisor

Within 07 wuriéing days from the date of exit
MEETHIgE

Consalidation of Draft Performance
Audit Report

Within 02 Weeks of closing of Tast unit by the
audit party, in case more than one date from
the closure of last audil party  conciudes

Review of Draft Performance Audit
report by Supervisory Authority

Within a week of submission of Consolidated
Dieaft report ic finalised by mudit partyiz)

Exit conference with the HOD on Drafi
Performance audit report
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Action

Timeframe

| Review and Tssue of Final Performance
i Audit report by team leader to supervisor

finalisation of audit report after the first date
of proposed exit conference

Within 14 working davs from the date of
minutes finahisation an acknowledgment of
auditee deparmment of exit conference. In case

a1

|

| the acknowledgment is not recerved, within 21
days of correspondence of minutes

Within 5 working days from the date of receipl

of report from team leader

Within 3 working days from the date ufr;c:.ipl

of report from the supervisor

Review, approve or rtju:t the | ¥
Ftrfamanm Audit report by supervisor
[Resubmission of Performance Awdit
i report by team leader in case returned hy

Within 02 weeks of submission of final
p:rfmname avdit report from Euperwsur

14 days from the return of the repon b}r the
expert commities

' Meeting of Expert committes

| Re-submission of Performance Audit
report im  case returned by expert
committes

i Issuance of the Final Performance Audit
report to the ﬂudi_tunit

Within 07 working da}'s from the date of
approval by expen commitiee

Conversion or Dropping of Memorandum

Al the first step in reporting stage, auditor nead to finalise the nitial memorandum Lo conclude

on the status of audin finding, Following are the sieps involved in finalisation of initial
memorandum:

step 1: Analysis of anditee’s responses on audit findings, where the auditee disagrees with the
andit findings and recommendations, the reasons for such disagreement shall be fully analysed.

Step 2: In case auditee’s response is sufficient to justify the observation, those memoranda will
be dropped there and then only. Thereafter, auditor will prepare a comprehensive list of

finalized memoranda and submil the same to team leader for final review

Step 3: Audit tearn leader will review all the finalised memorandum and provide inputs to the
team members for any modification/updation.

Step 4: After making changes in line with team leader’s review, all the finalised memorandums
will then become part of Drafi Performance Audit Repor,
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Based on finalised audit memorandum, audit team leader will prepare a drafi performance audit
report, taking necessary guidance from senior officials from Directorate of Audit (DoA). The
drafl report shall be prepared in a consolidated manner and sent to the departmental head with
a request of conducting exit conference within 02 weeks of submission of Draft report with
reply on the recommendation and observations.

In case the Head of department fails to provide the time for exit conference within stipulated
period a reminder shall be sent. In case no exit conference is held within four weeks the DOA
shall start the process of finalisation of Final performance audit report.

The draft audit report is 1o be prepared upon conclusion of the field audit of the auditee unit
and all field units selected for audit. The purpose of preparation of the draft report 15 10 seek
formal response of the auditee unit on performance audit of the selected topic. A reference
the auditing standards followed For conduct of audit should smtably be made in the drafit report

It is important that the drafl report describes the objectives and scope of the audit to enable the
reader to undersiand the purpose of the audit. Any limitation imposed on the scope of the audit,
the reasons thereof and efforts made 1o resolve it showld be indicated in the drafi report.

Final Performance Audit Report

Alter incorporating the replies of audited entity and as per the minutes of the exit conference
and modilications suggested by the supervisory officer of DOA the drafi final report should
be preparcd within 14 days  of imalisation and acknowledgement of minutes or in ¢asc
acknowledgement being not received the report shall be finalised within 21 days ol issuance
of minutes  lor the review of report by the expent committee and  approval for issuance of
final performance awdit repor o the sdministrative depariment, Finance Department and other
stakeholders.

The final repori shall be prepared in & consolidated manner and send 10 the deparfment  with
a request to provide an action taken report within three months of issuance of audit report

A reference to the auditing standards followed for conduct of gudit should suitably be made in
the final report.

It is important that the final report describes the objectives and scope of the audit 1o enable the
reader 1o understand the purpose ol the audit. Any limitation imposed on the scope of the audit,
the reasons thereof and efforts made (o resolve it should be indicated in the final report.

7.2.1 Attributes of a Performance Audit Report
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Performance audit repont aim w improve knowledge and highlighting the improvemenis
needed in the audit unit. In a performance audit, the auditor reports on the economy, efficiency
and effectiveness on the resources acquired and used within objectives.

To achieve the objectives, a performance audit report must be objective, concise, timely and
persuasive. As the performance sudit sims is to bring about improved procedures and
structures, it must establish its credibility by accurately reflecting the audit findings, presenting
logical conclusions, and making meaningful, practical, and relevant recommendations.

Ohjective

Objective means that the presentation of the report is balanced in content and tone. A report’s
eredibility 15 significantly enhanced when it presents evidence in an unbiased manner. The
report should he fair and not misleading and should place the audit results in perspective. This
means presenting the audit results impartially and guarding against the tendency 1o exaggerate
or overemphasize deficient performance, Interpretations should be based on insight and
understanding of facts and conditions,

Comprehensive

Regquirements according to ISSAT 3000:

It is important 0 be comprehensive in that you include all the information and arguments
needed to address the audit objective and audit questions in the report. At the same time, the
report must be sufficiently detailed to provide an understanding of the subject matter and the
audit findings and conclusions. (ISSAT 3000/ 17)

Performance audit report contains all information needed to satisfy the audit objectives.
promote an adequate and corredt understanding of matters and conditions reporied, and meet
the report content requirements. The relationship between audit objectives, criteria, findings,
and conclusions needs to be verifiahle, complete, and clearly expressad.

Concise

An dudit is ofien the result of many hundreds of hours work and involves perhaps thousands
of pages of working papers and audit evidence. The role of the author of the report 15 to distil
this material into as concise a report as possible. The auditor should also go through the report
carctully and test every point to see if they are all necessary. This test is simple; if this point
was left out would the report be less effective in meeting i1s objectives?

Convincing

Requirements according to ISSAL 3000;
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The report also needs to present the andit findings persuasively, address all arpuments relevant
to the discussion and be accurate. Accuracy requires that the audit evidence presenied. and the
audit findings and conclusions, are presented in a neutral, fact-based manner, (ISSAT3000/118)

An nudit report shall be convincing 1o the reader in such way that it leads to the conclosions
and recommendation(s). A convincing audit report 15 logically structured and present a clear
relationship between the audil objective(s) and/or audit questions, audit criteria, audit findings,
conclusions, and recommendations. Most importantly, the report has sufficient and appropriate
evidence to support the findings, conclusions, and recommendations (il applicable) about the
audit objective(s)

Timely

An audit report should be drafted as quickly as possible after the completion of the audit field
work. The process should commence during the feldwork and finishing it should be a matter
of urgency once the awditor has gathered all the required information. A performance audit
report needs to be issued in a timely manner to make the information available for use by Head
of Office (HoO) Head of Department (Hol3), govemment, the legislature, and other interested
parties.

Reader Friendly

Information in an audit report should be simple and cleéar manner, using languape that is
understood by all their stakeholders, While specific communication styles and preferences may
vary between different countries and cultures, aim to always keep the tone of your repont
professional and neutral. Performance audit reports are clear, concise, legical, and focused on
the wopic area. Reports are likely to have the greatest impact on a wide andience when they are
reader friendly. An effective structure enables the report o grab the reader’s attention, convey
the purposes of the andit, commumcate complex 15sues, and provide clear interpretation of the
results. Another way to be reader-friendly 15 to include graphics or visuals throughout the
report.

Points to remember for a reader friendly audit report

~ Use short rather than long sentences

' Use simp ple sentence ¢ copstruction

¥ Lise headmgs to break up the text

¢ Use mre examples

i o s, < g anli, e o
¥ Avoid use of cross-referencing and acronyms.

Balanced Reporting

The work underpinning performance auwdit reporting must be fair and support the overall
tindings, conclusions, and recommendations to maximise impact.
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Where an audstor does feel itis possible to make a positive comment about some aspect of the
management of an activity, this statement should be supported by evidence In public
admimstration it is rare to find that all aspects of auditee’s operations of a particular activity or
programme is working well Equally, it is rare to find that all aspects nesd 1o be improved,
Where auditors find arcas of good practice, they should acknowledge this positively while
focussing  attention on  developing recommendations to strengthen areas requiring
improvement. Balanced reporting can be achieved by following methods provided as under:

* Present findings in neutral terms, avoiding biased information or language that can
genernte defensivensss or apposition from the audited entity.

¥ Put differem perspective and viewpoints on the matter,

+ Include positive as well as negative points. Give crodit 11 it i3 due,

¥ Facts must not be suppressed, and minor shortcomings should not be exaggerared.

7.2.1 Contents of a Performance Audit Report

The performance audit report should meet standards of language. format, stvle, and structure
prescribed by the Directorate of Audit (DoA) and as generally followed. It may alse have
comments. on implementation of government policies. The final performance audit report
should incorporate replies of the auditee with further comments from the auditors, if required.
Silient features of the performance audit report, as prescnbed by INTOSAL are as under:

Requirements according to ISSAT 3000:

» The auditor shall provide audit reports, which are a) comprehensive, b) convincing, ©)
timely, d) reader friendly, and e) balanced. (ISSA7 30007 16)

» The audior shall identify the audit criteria and their sources in the audit report. (75547
B e

» The swditor shall ensure that the findings clearly conclude against the audit objective(s)
and/or questions or expluin why this was not possible. (JS5A7 3000/ 24)

The form and content of performance audit reports generally consist of the following;

= Tiile - The report should have an appropriate title to distinguish it from other reports and
should clearly communicate the topic.

» Tahle of Contents: A good table of contents clearly displays the structure of the report,
allowing readers to casily find the sections in which they are interesied

» Executive summary: The executive summary 15 a short chapter designed to provide a
quick synopsis of the main points and key messages of the repart. Typically, an executive
summary mcludes an explanation on why the audit was carried out, brief information about
the eudit and the audited entities, the awdit ohjective and questions, the scope, the
methidology, the key findings, the conclusions, and the recommendations

» Introduction: The introduction of the report provides the comext of the performance audit,
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helping the reader to understand the audit. The introduction does not need to be overly
long and detailed. For

» Audit Scope/ Objective: The audit scope and approach are key to the reader understanding
what to expect from the report, and thereby what use can be made of the results: and
conclusions and the degree of reliance to be placed thereon: a description of andit
ehjectives and the scope. Report users need this information to understand the purpose of
audit, the nature and extent of the audit work performed

» Andit Methodology of Data Gathering and Analysis: A description of the asdit
methodology used for addressing audit objéctive(s) should be included in the report.
Therefore, in concise form audit methodology and spproach, sources of data, and any
limitation to the data used, data gathering, and analvsis methods use should be mentioned.
Detailed information can then be included in appendices, if necessary.

» Addressee - The report should be addressed to the Head of Office (HoO)V Head of
Department {Hol}) depending on the type of report. 1T the performance audit report was
conducted upon instruction of other agencies, a copy of the report shall be addressed o

such agency.
»  Audit Limitation - Any limitation to the andit should be disclosed to users of the andit

report.

» Aundit findings - The audit findings should address the economy, efficiency with which
resources are acquired and used, and the effectiveness with which ebjectives are met. Each
issue of audit should include the criteria, condition, cause, effect, and consequence where
a departure from criteria is highlighted. Reports may include constructive eriticism or may
make no significant criticism but give independent information, advice, or assurance as to
whether economy, efficiency and effectiveness ave being or have been achicved.

» Conclusions - The logical inferences about the subject matter based on the auditors’
findings. The strength of the suditors’ conclusions depends on the sufficiency and
appropriateness of the evidence, The conclusions in the repert will form the basis of the
recommendations

» Recommendations - The report should recommend actions o correct deficiencies and
improve programs and operations when the potential for improvement in is substantiated
by the reported hindings and conclusions. They should be practicable, add value and
address the audit objective and questions

» Auditee’ s response - The reporl should include auditee’s response to the auditor’s
findmgs, conclusions, amd recommendations. Auditee should comment on the
acceptability or otherwise of cach recommendation.

» Signature and Date of report - The report should be dated to inform the reader that
consideration has been given to the effect of events or transactions about which the auditor
hecame aware up to that date.

» Below table shows one such method:

Heading g
i e s 7
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mmﬁimmmwmmﬁmmﬂmmmmm
- relevant thind parties.

The process flow for the submission, review, approval, and 1ssuance of & Performance Audit
Report is explained below:

Audit Tenm Member

Following are the tasks of audit team members:

yYYyYyYyvyYy

TYY¥Y¥Y¥Y

Audit team member initially conducts desk review and a pilot study

Assist team leader in preparation of sudit objective, scope, and audit criteria

Develop audit question and sub questions and Audit Design matrix

Preparation of audit planning memorandum

lssue initial memorandum for further data or information to the auditee after review by
team leader

Assist tewmn leader to prepare audit finding matrix

To collect the audit evidence as per principle of sulficiency, competency, and reliability
Assist in finalising the audit memorandum.

Assist preparation draft audit repart

Assist in finalization of the Performance Audit repont

Apdit Team Leader

Following are the tasks of sudit team members:

YYYYYYYY

¥

Provide guidance 1o team members in desk review and a pilot study

Finalize the audit objective, scope; and audit criteria

Review audit questions, sub questions

Provvide guidance to team members in preparation of audit planning memorandum
Review and finalisation of audit finding matrix

Review the collected evidence and initial memorandum’s

Review and finalise the audit memorandum.

Preparation draft audit réport and submit the same to senior officials, Dircctorate of
Aot (Do) for review

Finalization of the Performance Audit report based on feedbacks from senior officials
from Directorate of Audit (DoA).
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Supervisor

The respective supervisor (Deputy director) shall review the draft performance audit report
submired by the audit team leader. The supervisor shall either approve the report or refumn it
to the team leader for incorporating any changes, if required. Rejection or approval of the draft
performance audit report submitted by team leader shall be done only once by the supervisor.

After approval of the drali audit report, supervisor shall submit the same te expert commitice
for review and approval.

Following are the illustrative task of the supervisor;

Coordinate the Entry and Exit confterence réport with the Department

Review the draft performance audit report and provide feedbacks

Review the audit obyective and scope, audit criteria, question, and sub questions

Review audil finding matrix, and awdit evidence as per prmciple of sufficiency,
competency reliability.

Discuss audit observations with team leader and team before exit meeting,

Perform om filed review of work performed.

Provide necessary guidance to all the team members as and when required.

A A A

Yyy

Expert Committes for Quality Assessment

Expert Commuittees for *Quality Assessment™ are constituted for review and finalization of
Internal Awudit Reports. The objective of these Expert Commiltees is 1o do the quality
assessment of the Draft Performance Audit Reports prepared by the audit team and reviewsad
by the Supervisory Dfficer.

The above expert committes shall review the drafi Performance Audit Repont submitted by the
supervisars. Meeting of expert committee shall be scheduled regularly based on the number of
draft performance audit reports submitted by the supervisors, 1f the expert commities linds any
mistake/deficiency in the draft sudit report than the same would be returned to the concermned
audit team for conection and resubmission. The following are the indicative timelines for

reporting:

Requirements according to 1SSAL 3000:
The SAL shall make awdit reports widely accessible, taking into consideration regulations on
confidential information. (ISSAL3000/133)

Distributing andit reports widely can promote the credibility of the audit function. Therefore,

audit reporis need 1o be distributed 1o the audited entities, to the executive and/or the legislature,
and to other responsible parties, The reports also need to be made accessible to other
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stakeholders and the public directly and through the media, except for reporis that contam
sensitive of classified information. (1SSAI 3000¢134)

Performance Audit Report shall be published and communicate when performance audit report
finalized, the committee shall approve the performance audin réport and recommend For the
issuance of the final Performance Audit Report. Thereafter, with the approval of the Director
Audit the final performance audit report shall be published and communicated to the audit unit
along with a copy to concerned Head of Depariment for compliance and necessary action.

Page 130 of 140




Performance Audit Manual — Volume I, Government of Uttarakhand

Chapter B: Andit Follow-up and Monitoring

It 15 the responsibility of Directorate of Audit (DOA) to monitor and follow up with the audit
units regarding compliance of outstanding paras. The Directorate of Audit (DOA) shall verify
whether audit unit has taken necessary sction for compliance of the observations or
implemented the recommendation made in the audit report or have not taken any action.

Requirements according to ISSAL 3000:

» The auditer shall follow up, as appropriate, on previous audit fndings and
recommendations and report to the legislature, if possible, on the conclusions and
impacts of all relevant comrective actions (ES547 3N TI6).

» The awnditor shall focus the follow-up on whether the audited entity has adequately
addressed the problems and remedied the underlying situation afier a reasonable period
(ISSAT 3OKHY T 39),

A primary objective of audit is to improve public sector performance and sccountability
through the implementation of awdit recommendations. The effective and timely
implementation of recommendations will be facilitated by a follow-up process; where auditors
monitor if recommendations have been implemented by the audited entity.

ISSAL 30005, 5 staies that follow-up is the assessment of whether weaknesses identified in the
anelit have héen eovrected by the audited entity (ISSAT 300075, 5). Tt may include the fallowing
elements:

» a timely review of the action taken by the auditee on the recommendztions made by the
Directorate of Audit (DOA)

an evaluation of the adequacy of the action in achieving perflormance improvement.

an assessment of any problem that may hawve arisen in relation to implementation.

an assessment of the impacts of the examination,

consideration of the need or scope for further audit work in the same or a related area.

rTTyYyrTr

Purpose of follow-up

Follow-up procedures identify and document audit impact and the progress made in
implementing audif recommendations (IS5A1 3NE 1)

Following up on the recommendations of the Directorate of Audit (DOA) and the relevant Stale

Level Audit Commitiees have made in repors may serve four main purposes: (ISSAL 3000/5.5)

» Increasing the effectiveness of audit reports — the prime reason for following up audit
TEpOrts is 10 increase the probability that recommendations will be implemented.

» Assisfing government in policy making:

» Fvaluation of Department performance - following up activity provides a basis for
assessing and évaluating Department performance; and

» Creating incentives for leamning and development - following up scrivities may comribug
to better knowledge and improved practice within the Department.
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What to follow

A follow-up iz not restricted 1o the mmplementation of the audit report recommendations but
focuses primarily on whether the audited entity has adequately addressed the problems and
issues uncovered by the original andit,

When conducting follow-up of audit reports, the suditor should adopt an unbiased and
independent approach. The focus should be to determine whether actions taken on findings and
recommendations remedy the underlying conditions, after sufficient time to allow an audited
entity to implement the recommendations.

A follow-up audit is a new performance audit, which differs from a regular performance audit
in that:
e i pre-study will usually not be undertaken, as the area and problems are well known from
the previous audit.
the purpose is first and foremost to follow up on the previous audit report; and
the audit objective, criteria, audit questions and scope will usually be based on the previous
audit report,

The starting point for follow-up procedures could be a comprehensive database for
recommendatons made by Directorate of Audit (DoA). The database should consist of all
recommendations, with appropriate grading under “vital or ertical’. ‘significant” and
“important’. The database should also contain other relevant information viz. the year of audit
report, status of acceptance viz accepted, pantially sccepted, not accepted, and not replied,
nominal implementation reported by the entity and the time of such reporting. risk associated
with non-implementation or poor implementation, besides follow-up reviews. This inventory
should be maintained as a permanent database, which may assist in performance audit planning
in future.

If the conclusion of the follow-up activities is that the audited entity has taken sufficient
coreclive measures and that the siteation on the awdited area is satisfactory, the case can be
closed Howewver, if it is evident that the audited entity has not taken appropriate measures o
correct the findings, or if the measures have not had sufficient effect. a follow-up audit shall
be initiated, This will be a new performance audit, which will eventually result in o new
performance audit report

When to follow-up
The admissible period for follow-up activity will depend on the context and nature of audit
recommendations, Some recommendations may require @ long time for implementation while

some may require a short span of tme. Generally, recommendations for improvement of
systems may take a longer penod.
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The timing of follow-up, therefore, constitutes a key decision to be taken by everyone in
accordance with 1ts policies or mandate.

In-house/Desk review

Initially, it is mecessary to collect information on what measures the audited entity has
implemented to address the problem, and the status of the sitnation on the area; whether the
action has had the desired effect. The auditors then need 1o make an assessmenl on the action
taken report submit by the audited entity and check whether the same is sufficient arscd
satisfactory. There are different ways to do so, for example:

» A formal request to the audited entity, to inform the Directorate of Audit (DoA) in writing,
on actions have been taken to address the problems presented in the audit report.

» Amange a meeting with the audited entity after a certain time has elapsed 1o find out whit
actions have been taken 1o improve its performance and to check which recommendations
have been implemented. The audited entity must present documentation on the corrective
measures and their effects; and

» Additional information can also be obtained from the financial and compliance sudits of
the entity, and these can also be used more actively o check whether corrective measures
are being.

Monitoring is based on auditee’s assertions with respect w the status of implementation. 1T
cartain reported observations and recommendations are significant enough that they reguire
immediate action by auditee, the same shall be monitored closely until the observation is
corrected, or the recommendation is implemented.

Performance Audit relates recommendation, implementation of schemes, the economy and
efficiency of Schemes. Hence the Departmental Committee should discuss the audit findings
and recommendations and provide the response to the Directorate of Audit with action taken in
terins of recommendations’ results of Performance Audit. Directorate of Audit may highlight
the Audit Findings and recommendations at the State Level Audit Committee.

The audit unit are responsible for implementing the audit observations and recommendations
that have been made in the performance audit report. The audit unit shall be tasked with the
respongibility to;

»  Beview all audit findings, recommendations, evaluate their impact on the Depariment and
assipn implementation responsibilities to specific personnel,

» Prepare and submit the compliance report to DoA through Depantment Audit Review
Department as; Committee with details of action taken and compliance done against the
ohservations/recommendations mentioned in the performance audit report within 30 days
from the date of receipt of such report.
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» Ensure, where necessary, the availability of adequate resources io implement audit
observations and recommendations,

» Receive and review regular progress reports on progress made in the implementation
process.,

> Report regularly on the setions taken to implement audit findings and recommendations,

Table 26! Status of Complianee to Audit Observations

l. Recommendation is not  This category encompasses twa considerations:
accepred * There i$ no supporting evidence that action hasz been underiaken.
= The action taken does net address the recommendation
E= Recommendation 15 The action did not meet the intent of the recommendation, and
mpmd bul no action has  sufficient evidence was not provided to demonstrate action taken,

3__. E.mnmmmdatmg The action met the intent of the recommendation, and sufficient
ET has heen evidence was provided to demonstrate action taken, given the
| undertaken significance and complexity of the recommendation, and the time

that has elapsed since issue of the audit report.
4. Recommendation is The category encompasses three considerations:
pminil:.f -accepted by the * Action taken was less extensive than recommendad, Action elther
depariment fell short of the intent of the recommendation, or only addressed
some of the identified risks,
{ * The entity may have established a process or procedure to address
an issue, howewver, the specific action noted in the recommendation
was nol complete at the time of assessment.

Follow up is a process by which auditor evaluates the adequacy, effectiveness and timcliness
of actions taken by HoD /Administrative Department or concerned officials of audit snit on
reported ohservations and recommendations made by auditors.

The Head of Department (HOD) Administrative Department should send sction taken report
against each audit observation through Department Audit Review Sub Committee o the
Directorate of Audit (DoA) within 30 working days from the date of receipl of Performance

Audit Report,

While conducting follow-up, it i imporiant, to adopt an unbiased approach for determining
whether the audit umit has taken appropriate actions to address the findings and
recommendations, In making this determination, auditor should use the same standards and
methmds used by the team who conducted the performance audit. Following are the key
activities to be performed:
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» Perform follow up with audit unit on action taken report on Audit Findings and
recommendations provided in Performance Audit report.

» Arrange a meeting with the sudited entity after a certain period to find out what actions
have been taken in response fo the andit findings and recommendations. The aodit unit
need 1o provide documentation supporting the corective actions taken and their effects.

» Make a request to Administrative Department of the sudit unit 1o inform the Directorate of
Audit in writing in case of delay in submission of action taken report/’ providing responses
to audit follow up visits (it any).

» Provide guidance to audit team members w perform regutar follow up with audit unit on
responses to audin findings.

» Carry out # follow-up audit, considering the relevance of the topic and the impact the new
audit might achieve, A follow-up audit could also be a way to evaluate situations when a
problem remains, even when the recommendations have been implemented.

Directorate of Audit (DOA) shall determine the nature, timing, and extent of follew up based
on the following factors:

Significance of the reponed observation or recommendation,
Degree of effort and cost needed to correct the reported condition.
Impact that may resali in case the corrective 15 not implementsl.
Complexity of the cormective action.

Time period involved.

L S R R

Tentative timeline for follow-up procedure regarding compliance of audit paras is provided
below:

Table 27 Indicative matrix for reminders

1" rermunder for secking follow up on | Oncompletion of four months from the date of
recommendations i_e., Action taken report i_m-iun: of Performance Audit Report.

2™ reminder for secking follow up uni Within two months days from the date of first ‘

recommendations | letter of remander,
3% reminder- A Demi -official letter to the | Within one month from the date of second ]l:l.'t::rl
administrative department l of reminder.

should be sent to the finance department | official lemter,

4" reminder: Name of the Audit Unit | Within  two months of the date of Demi -
| along with timely reminders to audit units ‘

Through OAMS a follow-up registers which shall consist of the status of Audit findings of
Performance Audit Report shall be maintained. Audit observations can be classified into:

e Accepted
= Partially Accepted
»  Nol Accepied

= Financial Implication on acceptance
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Directorate of Audit shall also prepare Quarterly Progress Report which shall consist of number
of sudit reports and paras pending for compliance.

Different methods thar may be used specifically to follow-up on findings and recommendations
will depend on the procedures and priorities established Such methods may include the
following;

1} Meeting with the audited entity after & certain peniod, to find out what sctions have been
taken in response te the audit findings and recommendations along with supporting
evidence,

2} Actions raken or 1o be taken to address the findings and recommendations presented in the
it report,

3) Communication through phene calls or limited field visits 1o collest information on the
actions taken by the audited entity supported by documentation.

4) Request financial and'or compliance audit teams to collect information on the actions taken
in response to findings and recommendations as part of their audit procedures, and analvse
the information and documents received.

5) Basis such follow up, stanss of the implementation of findings and recommendations can be
categorised into status as fully implemented, partially implemented, not implemented,
no longer relevant- when evenis for which findings and recommendations were noted is no
longer appropriate and could not be verified- where status could not be determined,

The prionty of follow-up tasks is usually assessed as part of the overall audit strategy. Sufficient
time must be allowed to the audited entity 10 implement appropriste actions. The timing of
fallow-up constitutes a key decision 1o be taken in accordance with its policies or mandate. For
example, a policy of carrying out follow-up work annually regarding the implementation of
audit recommendations, This practice may belp in reponing results systematioally, but thers
may well be little evidence of impacts in the first year after publication of the awdit report.
Whichever reporting period it chooses, 8 clarity should be there on any imherent limitations of
iis analys:s, and report aceordingly.

The Major reagons to follow wp on the measure of impact of the audit is to analyse the

improvement in public policies and service delivery. Different ways to meastre the impact of

the implementation of recommendations are as follows:

> Financial: Benefits related to reductions in expenses or increases in revenues, For
example, the implementation of a recommendation to efficiently maintenance of
mventory at Depot of Transport Corporation leads W INR 2400 Lakh reduction in
[nventory Cost.
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» Qualitative and Quantifiable: Benefits related to improvements in performance that can
be quantified. For example, the implementation of a recommendation resulted in
Reduction in infant mortality rate from 07% to 03% due to implementation of
recommendation of performance audit of District Hospital in State in span of wo years,

» Qualitative and non-quantifiable; Benefits related to improvement in performance that
cannot be guantified. For example, the implementation of a recommendation resulted in
enhanced safety procedures for personnel handling hazardous materials in X-Ray and MEI
room in Distriet Hospital,

Inventory of Recommendations

The starting point for follow-up procedures should be a comprehensive mventory of
recommendations maintained in appropriate database by DAQ in OAMS. The inventory should
be maintained audit wise which must consist of all recommendations, with appropriate grading
under “vital or critical’, *significant’ and “important’.

The database should also contain other relevant information viz. the vear of audit report, siatus
of acceptance viz, sccepted, partially accepted, not accepted, and not replied, nominal
implementation reported by the entity and the time of such reporting, risk associated with non-
implementation or poor implementation. besides follow-up reviews. This inventory should be
maintained as a permanent dutabase, which will assist in performance audit planning in furare.

Reporting results of follow up

The results of follow-up efforts may be reported individually, or as s consolidated report which
brings together the results of all or portions of your follow-up work, Consolidated follow-up
reports may include an analysis of common trends and themes across several reporting areas.

A systemn can be established to track recommendation status, to compute the percentage of
recommendations implemerted and to measure the impact of the audit for the stakeholders The
reporting of follow-up must be conducted in accordance with the established procedures
whether it is suitable to issue the follow-up audit report to the legislature will depend on how
the assessment of the significance of the findings, the conclusions and the impacts of the
corrective actions have been taken.

Refer Annexure 13 for format of Follow-up Register.

There shall be three Compliance Committees for compliance of ohservations/recommendations
mentioned in Performance Audit Report as provided below:

» Deparimental Audit Review Sub Committee

» Deparmental Audit Review Commiltee

» State Level Audit Review Committes
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For functions, compositions, roles, and responsibilitics of Audit Review Compliance
Comumitiees refer para 2.4 of Chapter 2 of Internal Audit Manual Vol [ The composition of the
above committes may be changed by GoUK from time to time by issuing relevant order or
notification.

Unsettled audit observations requiring decision of State level Audii Committee

Only those critical cases after having exhausted all ways and means for settling throush normal
follow-up process and requiring collective decision and advice should be brought to the notice
of the State Level Audit Committee.

Cases 1o be referred o State Level Audit Committee should be reviewed and forwarded by
DOA to Finance Department in the form given below for finther submission to the Commirtee.

The Committee may direct DOA to make 4 presentation to the Committee on 1sgues remaining
unresolved for long period for better understanding and to make informed decision

Table 28: Report to State Level Audit Committee

Sr Mame of audited | Topic of the | Unsettled Reasons  for | Number of
No | department Performance | observation with | non- reminders on
Audit recommendation | settlement the
with observation
requisile of DOA
documents N
I

» The responsibility of timely compliance of audit observation is of the auditee and Head of
Department {HoDD},

» The audit unit shall prepare and submit the Action Taken Report to Directorate of Audit
(Do) through the Depariment Audit Review sub-commitiee which is headed by the Head
of Department along with their recommendations, details of action taken, and compliance
done against the audit observations and recommendations mentioned in the performance
audit report. The action taken report shall be submitted within 120 davs from the date of
receipt of performance audit report.
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» The response provided in the action taken report submitied by audit units shall be reviewed
by the Audit Para Disposal and Settlement Committess. Based on the review of the above
reports, such committees shall provide their opinion and recommendation regarding the
disposal and settlement of the audit para to the authorized officer,

Refer Annexure 16 for format of Action Taken Report.
Following steps should be followed for desk review of performance audit reports,

About Performance Audit Reports — the auditee department are required to submit the Action
taken Report (ATR) within three months from the mssue of Report, specifying the timeframe
and responsibility of the stated corrective action through Departmental  Audit Subcommittee
or Departmental Audit Commitiee,

In the event the ATR is not submitted within the stipulated timeframe, a reminder should be
sent to Depariment by DOA, where appropriate for necessary actions,

After receiving the ATR, the DOA should assess the acceptability and adequacy of ATR
accountability statement and implementation imeframe of recommendations
Some of the minimum requirements are;

i) Specific actions are provided for cach recommendation

i} Whether the corrective actons are specific to the recommendation. The actions must
e measurable and accountable while conducting follow-up,

iii}  Whether the corrective actions provided fully address the recommendations or the
underlying causes of the audit observation.

iv) For recommendations involving more than one audited emtity, all responsible
entities should have their respective corrective actions listed down,

v) Whether the corrective actions are very technical, andfor requiring approvals from
the highest level, andior involving multiple agencies etc. Such comective actions
should be allocated more time and resources as they will involve more agencies and
co-ordinated effors

wi) That the timeframe for corrective actions provided in the ATR is reasonable and
practical to implement the recommendation.

vit)  Responsibility of implementing the corrective actions Whether appropriate officials
has been identified in the accountability statement to implement the comective
action.

A Desk review - After receiving the ATR, the first desk review should be carried out jointly by
the reviewer from one member from the performance audit team who was initially invelved in
conducting the audit and Seek puidance of DOA othicers concerned and directives of
Department Heads, Where required and possible, the DOA should invite for making
presentation to render objective and effective review of reports.
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The progress of the action plan should he assessed as per the ATR and evidences (documentary
and pictorial). Where possible, the review team should visit the sites to verify and determine
the implementation status and the adequacy of the corrective action.

If the focus of the corrective action is on instituting a system such as a policy document,
guideline, manual, procedures, ete., the review team must assess the effectiveness of the
corTective action.

The audited endnviies) could alzo request for possible extension of the due date for
implementation of one or more corrective action. In such a cass, the DOA should ascertain the
validity of the request and decide accordingly for the possible period of extension

The subsequent desk reviews of performance audits should be carried out by DOA

For functions, compositions, roles, and responsibilities of the ahove committes. refer tn section
2.5 of Chapter 2 of The Uttarakhand Internal Audit Manusl 2021, Volume 1
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