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1. INTRODUCTION

The recent two big disasters in the country i.e. the earthquake in 2005 and the floods in 2010 followed significant inflows of local and international funds to support relief and reconstruction efforts in Pakistan. Experience shows that disaster management is fraught with risks of fraud, waste and abuse. This explains why donors and other stakeholders emphasize the need for transparency and accountability in the use of relief funds in disaster management. 
It may be worth adding that the International Organization of Supreme Audit Institutions (INTOSAI) established a Working Group on Accountability for and Audit of Disaster related Aid in 2007 to formulate guidelines for the audit of disaster related aid. The Auditor-General of Pakistan (AGP), being a Supreme Audit Institution (SAI) of the country, is also a member of this Working Group. The Working Group has developed (a) Draft Guidance for auditing disaster preparedness and (b) Draft Audit of Disaster-related Aid: Guidance for Supreme Audit Institutions (SAI). These drafts have been circulated among the SAIs in November 2010. Given the pace of work and the enormity of task, the finalization of these guidelines may take a couple of more years.
The recent floods and ongoing recovery operations have made it more critical that auditors be provided with a toolkit to help them carry out audit of disaster management.  To respond to this challenge, the Auditor-General of Pakistan (AGP) constituted a Working Group in August 2010 to formulate (a) Guidelines for the Audit of Relief, Reconstruction and Rehabilitation and (b) Guidelines for the Audit of Preparedness for Disaster. This Working Group considered the work of INTOSAI’s Working Group on the subject in the context of Pakistan while carrying out its work. The Working Group produced the draft Guidelines for the Audit of Relief, Reconstruction and Rehabilitation Phase in October 2010.  This draft was circulated in the Field Audit Offices (FAOs) and their comments were duly considered. The Guidelines aim to sensitize auditors to the timing and methods of audit response to different phases of disaster management. 
The guidelines have been developed to address the entire ambit of activities involved within the management of disaster in relief, reconstruction and rehabilitation operations. These Guidelines have drawn on the lessons learned during management of the Tsunami that affected many countries (2004), hurricanes Katrina and Rita in the United States (2005), earthquake of 2005 and floods of 2010 in Pakistan.  It may be added that the Guidelines for the Audit of Preparedness for Disaster will be developed and issued separately.
The guidelines have three Sections. Section-1 (Introduction) defines disaster, its types, and different phases of disaster management. It emphasizes that the SAI-Pakistan has a responsibility to provide assurance that funds provided for relief and reconstruction by national and international sources have been used properly. Section-2 (Institutional Arrangements for Disaster Management) briefly illustrates the policy framework and operational arrangements for disaster management at national and sub-national levels in Pakistan. This background understanding is critical to planning and executing audits of disaster management. Section-3 (Audit of Relief and Reconstruction) sensitizes auditors to risks inherent in disaster management and helps them see red flags while planning audit of relief and reconstruction operations. This section also includes some guidance for auditors to review the procedures that are in place to issue Watan/smart cards. The Guidelines include three Annexures that provide auditors specific guidance considering local context.



1.1 	What is Disaster?[footnoteRef:2] [2:  Source: INTOSAI-Audit of Disaster-Related Aid, June 2010 Draft] 


The International Strategy for Disaster Reduction (ISDR) of United Nations (UN) defines disaster as a serious disruption of the functioning of a community or a society causing widespread human, material, economic, or environmental losses which exceed the ability of the affected community or society to cope using its own resources. A disaster is a function of the risk process. It results from the combination of hazards, conditions of vulnerability, and insufficient capacity or measures to reduce the potential negative consequences of risk.”
Many countries also have their own definition on disaster. Such definitions typically are characterized by:
(i)	The region or geographical conditions; 
(ii)	The cause of the disaster; and 
(iii)	The impact of disaster.
From the varied definitions of disasters, Asian Development Bank (1991) identifies the characteristics of disaster:
· Disruption to normal patterns of life. Such disruption is usually severe and may also be sudden, unexpected, and widespread;
· Human effects such as loss of life, injury, hardship, and adverse effect on health;
· Effects on social structure, such as destruction of or damage to government systems, buildings, communications and essential services; and
· Community needs, such as shelter, food, clothing, medical assistance and social care.

1.2 	Types of Disaster[footnoteRef:3] [3:  Source: INTOSAI-Audit of Disaster-Related Aid, June 2010 Draft] 


In general, disasters can be grouped into two types, each of which has their own specific threats:
1.2.1 Natural Disaster
Natural disaster is the consequence of natural events. There is an increasing occurrence of natural disasters. This might be due to factors such as global climate change, environmental and ecological imbalances, increasing population density, ad-hoc urbanization, deforestation, desertification, and  fires etc. Natural disasters can be classified further into:
· Biological - an event related to the changes of life forms on the planet, such as plagues, new disease emergence, and animal behavioral changes.
· Climatological-a disaster associated with specific weather patterns, such as drought, freezes, and desertification.
· Geophysical-disaster related to the earth's plates and seismic activity, such as earthquake, tsunami, landslide, and volcano.
· Meteorological - weather related phenomena associated with powerful storm, such as hurricane/cyclone, tornado, thunderstorms, and floods.
1.2.2 Man-Made Disaster
Man-made disaster is a disaster caused by human activities, negligence, or involving the failure of a system. There are several classifications of man-made disaster, namely:
· Terrorism/war - a direct attack on one group of people by another;
· Nuclear incidents - the release of nuclear elements into the environment, whether it is intentional or not, such as nuclear plant leakages and nuclear weapon explosion;
· Building degradation - a man made structure that failed to work properly or has reached its state of disrepair, causing damage to people around it, such as building collapse, bridge collapse, and technological failures; and
· Pollution - the result of manmade pollutants on the environments, such as climate change, animal extinction, and deforestation.

1.3 	Disaster Management[footnoteRef:4] [4: ,4 Source: INTOSAI-Audit of Disaster-Related Aid, June 2010 Draft] 


Although it is almost impossible to fully recoup the damage caused by disasters, it is still possible to minimize the impact and to prepare and implement developmental plans to provide resilience to such disasters. This can be done through disaster management.
Disaster management deals with and minimizes disaster risks, involves preparing for disaster before it occurs and disaster responses, as well as supporting and rebuilding society after disasters have occurred. It includes administrative decisions and operational activities. Disaster management is a parallel series of activities rather than a sequence of actions.
Related techniques include crisis management, contingency management, and risk management.

1.4 	Disaster Management Cycle[footnoteRef:5] [5: ] 


The process of disaster management involves three phases, namely pre-disaster activities, disaster occurrence, and post-disaster activities as illustrated in the following flow chart.

[image: File:Em cycle.png]
Pre-disaster activities (mitigation and preparedness) aim to reduce human and property losses caused by a disaster, for example by carrying out awareness campaigns, strengthening existing weak buildings and infrastructures, and developing disaster management plans at household and community level. Such risk reduction measures usually can be divided into prevention and preparedness phase. Steps taken to minimize risk of disaster when a calamity hits fall in the category of prevention and preparedness. Nobody can stop natural calamity but prevention and preparation for a calamity definitely decreases the scale of disaster in terms of human and economic costs.
Mitigation measures can be structural or non-structural. Structural measures use technology-based solutions, such as flood levees. Non-structural measures include legislation, land-use planning (e.g. the designation of nonessential land are, like a park, to be used as flood zones), and insurance. Non-structural measures largely refer to formulating communication plans with easily understandable terminology and methods, developing a multi-agency coordination mechanism and incident line of commands, carrying out proper maintenance and training of emergency services, including human resources, developing and testing emergency warning methods, combined with emergency shelters and evacuation plans, stockpiling, inventorying, and maintaining supplies and equipments.
During disaster incidence, initiatives are taken to ensure that the needs of the victims are fulfilled and losses minimized. Activities carried out under this stage are called emergency response. It includes mobilization of necessary emergency services and deployment of first responder teams in the affected areas, such as army, police, and medical crews. They may be supported by a number of secondary emergency services, such as specialist rescue teams. Also, the emergency response phase involves delivering large amounts of materials to the affected area (through air, sea, ground, and other available means), finding missing people, and identifying and then burying of those who did not survive. The emergency response/relief phase is usually the briefest phase covering a number of days.
Recovery phase deals with reconstruction and rehabilitation. This phase starts when emergency is over and government agencies and other stakeholders begin work on long term reconstruction and rehabilitation projects. This phase takes years to complete. For instance, the reconstruction phase of the earthquake of 2005 continues to this date. 

1.5 	Audit of Disaster Management[footnoteRef:6] [6:  Source: INTOSAI-Audit of Disaster-Related Aid, June 2010 Draft] 


The Auditor-General of Pakistan has the responsibility to evaluate whether relief funds, however mobilized, are used effectively, efficiently, and economically and in compliance with the law.  The risk of fraud, waste and abuse is higher in the use of relief funds because preventive controls and detective controls that operate in normal times tend to be weak especially during emergency phase.  Disasters bring in significant inflows of funds from bilateral and multilateral donors in addition to mobilizing funds from private sector nationally. That also creates pressure for accountability and transparency in the use of relief funds. The Auditor-General examines accounting, financial reporting, monitoring, and disclosure aspects of relief and reconstruction operations and provide assurance as to whether such funds have been used for intended purposes only. 

2. 
INSTITUTIONAL ARRANGEMENTS FOR DISASTER MANAGEMENT

After the devastating earthquake of 2005, the government established an Earthquake Reconstruction and Rehabilitation Authority (ERRA). Similar bodies were also created in the Khyber Pakhtunkhwa (KPK), and Azad Jammu and Kashmir (AJK). The scope of ERRA and these bodies was limited to the earthquake affected areas of KPK and AJK only.  In 2007, government established a National Disaster Management Authority (NDMA) at the Federal level and Provincial/Regional Disaster Management Authorities (PDMAs) in four provinces, AJ&K and Gilgit-Baltistan under the NDMA Ordinance, 2007. Further, District Disaster Management Authorities were also established recognizing the fact that the impact of disaster is primarily borne at local level.
To oversee the performance of NDMA and Provide Policy guidelines, a high powered National Disaster Commission under the Chair of the Prime Minister has also been operative since 2007. Similar commissions have also been established in provinces that are chaired by the Chief Ministers.

2.1	Powers and Functions of National Commission[footnoteRef:7]  [7: ,7 Source: Ordinance of National Disaster Management-2007, Chapter-II] 


As per the NDMA Ordinance 2007, the National Disaster Commission shall have the following responsibilities:  

i. Lay down policies on disaster management;
ii. Approve the National Plan;
iii. Approve plans prepared by the Ministries or Divisions of the Federal Government in accordance with the National Plan;
iv. Lay down guidelines to be followed by Federal Government and Provincial Authorities;
v. Arrange for, and oversee, the provision of funds for the purpose of mitigation measures, preparedness and response;
vi. Provide such support to other countries affected by major disasters as Federal Government may determine; and
vii. Take such other measures for the prevention of disaster, or the mitigation, or for preparedness and capacity building for dealing with disaster situation as it may consider necessary.
The Chairperson of the National Commission shall, in the case of emergency, have power to exercise all or any of the powers of the National Commission but exercise of such powers shall be subject to ex post facto ratification by the National Commission.

2.2	Powers and functions of the National Disaster Management Authority[footnoteRef:8] [8: ] 


As per the NDMA Ordinance 2007, the NDMA shall have the following functions and powers:-
i. Act as the implementing, coordinating and monitoring body for disaster management;
ii. Prepare the National Plan to be approved by the National Commission;
iii. Implement coordinate and monitor the implementation of the National policy;
iv. Lay down guidelines for preparing disaster management plans by different Ministries or Departments and the Provincial Authorities;
v. Provide necessary technical assistance to the Provincial Governments and the Provincial Authorities for preparing their disaster management plans in accordance with the guidelines laid down by the National Commission;
vi. Coordinate response in the event of any threatening disaster situation or disaster;
vii. Lay down guidelines for, or give directions to the concerned Ministries or Provincial Governments and the Provincial Authorities regarding measures to be taken by them in response to any threatening disaster situation or disaster;
viii. For any specific purpose or for general assistance requisition the services of any person and such person shall be a co-opted member and exercise such power as conferred upon him by the Authority in writing;
ix. Promote general education and awareness in relation to disaster management; and
x. Perform such other functions as the National Commission may require it to perform.

2.3	National Disaster Risk Management Framework (NDRMF)

This framework was developed through extensive consultation with key stakeholders and approved by the National Disaster Management Commission on 5th March, 2007. It is a vision document for leading the way towards a safer Pakistan. It provides guidelines to coordinate activities of numerous stakeholders. It also sets out priorities for mobilization of resources from donors and development partners of Pakistan to implement strategic activities during the next five years. 

The NDMC will provide leadership in disaster risk management. It has identified following nine priority areas for capacity building to promote disaster risk management at national and sub-national level:
· Institutional and Legal Arrangements for disaster risk management;
· Hazard and Vulnerability Assessment;
· Training, Education and Awareness;
· Disaster Risk Management Planning;
· Community and Local Level Programming;
· Multi-hazard Early Warning System;
· Mainstreaming Disaster Risk Reduction into Development;
· Emergency Response System, and
· Capacity Development for Post Disaster Recovery.
The provincial/regional disaster management commissions and authorities will support government and non-government agencies down to the union council level in carrying out risk mitigation activities. The following diagram shows the structure of disaster management in Pakistan.




[footnoteRef:9]STRUCTURE FOR DISASTER RISK MANAGEMENT [9:  Source: Annual Report, NDMA 2007-08] 









3. AUDIT OF RELIEF & RECONSTRUCTION EFFORTS

3.1 	Audit Risk and Strategy[footnoteRef:10] [10:  Source: INTOSAI-Audit of Disaster-Related Aid, June 2010 Draft] 


International experience shows that risk of fraud, waste and abuse is much higher during relief and reconstruction operations than in normal times. For example, the Federal Emergency Management Authority (FEMA) in the United States identified approximately 160,000 applicants that received improper disaster assistance payments totaling approximately $643 million through the Individuals and Households Program commencing with Hurricanes Katrina and Rita[footnoteRef:11]. Risk of improper payments arises largely because of cash payments. Government agencies need to have strong preventive and detection controls over their operations to mitigate risk of improper payments. Auditors should see, during planning phase, whether such controls are built in the system. Once auditors understand these controls, they can carry out audit procedures during field audits to test the effectiveness of these controls.  The linkage between misuse of funds and preventive control is depicted in the flowchart below. [11:  The  Inspector General’s Report (2010), US Department  of Homeland Security, USA] 


[image: ]

It can be seen that government agencies that have built-in controls to prevent and detect instances of fraud, waste and abuse during relief and reconstruction efforts are more likely to deliver effective services compared to those operating without such controls.
Control weaknesses and potential risk areas can be identified by examining the following aspects of transactions during relief and reconstruction phase:  

· Documentation:
Internal control structure and all transactions and significant events are to be clearly documented, and the documentation is to be readily available for examination. Documentation of transactions or significant events should be complete and accurate and should enable each transaction or event (and related information) to be traced from its inception, while it is in process and after it is completed.
· Prompt and proper recording of transactions and events:
	Transactions and significant events are to be promptly recorded and properly classified. This applies to the entire process or life cycle of a transaction or event, including the initiation and authorization, all stages while in process, and its final classification in summary records.
· Authorization and execution of transactions and events:
	Transactions and significant events are to be authorized and executed only -by persons acting within the scope of their authority. Conforming to the terms of an authorization means that employees execute their assigned duties. ,
· Separation of duties:
	Key duties and responsibilities in authorizing, processing, recording, and reviewing transactions and events should be separated among individuals. This would greatly avoid risk of error, waste, or wrongful acts associated with having one person controlling all key stages of a transaction or event.
· Supervision:
	Competent supervision is to be provided to ensure that internal control objectives are achieved.
· Access to and accountability for resources and records:
	Access to resources and records is to be limited to authorized individuals who are accountable for their custody or use. To ensure accountability, the resources are to be periodically compared to the recorded amounts to determine whether the two set of figures agree. The asset's vulnerability should determine the frequency of the comparison.
· Efficient organizational set up:
· Effective administration to deal with disaster issues:
· Effective leadership and communication to deal with disaster issues:
	Sometimes, leaders of disaster management agencies involved in emergency phase do not know how to deal with critical situation and the central government still involved in coordinating the flow of assistance (like providing guidance and authorizing actions to be taken). This may result in lack of coordination among all agencies engaged in disaster relief causing lot of duplications, overlapping, and wasting.

3.2 Review of Emergency Response/Relief Phase[footnoteRef:12] [12:  Source: INTOSAI-Audit of Disaster-Related Aid, June 2010 Draft] 


Audit of disaster related expenditure and disaster related aid is not very different from the Audit conducted by the FAOs. This can be financial/compliance or performance audit except for the facts that;
· During the currency of the emergency response phase formal audit cannot be conducted, only observation and note taking can be done. 
· Due to the influx of large amount of aid in cash and in kind, auditors have to be prioritize their engagements considering risks facing aid management entities and skills set available with the FAO.

In identifying the risks, auditors should consider the special characteristics of disaster related aid management and the key players involved in its handling. Auditors may consider using external sources such as independent reports, studies done by NGOs, interviews with relevant officials and representatives, and information from media. The capacity of an aid delivering agency may be relevant risk if instances of fraud, waste and abuse have been flashed in the media with reference to that organization.
The FAOs should deploy auditors to note and observe the manners, procedures, and systems according to which relief goods are being received from various sources. It is also important for auditors to understand the formal and informal environment in which relief efforts are being undertaken. The review/observations help auditors to:
· gain direct understanding of the way government responses to a disaster and problems they   face during emergency situation,
· identify potential weaknesses in the government's response to be investigated further during the audit
· in some circumstances, provide guidance to the executing agencies in the field on certain issues relevant to the SAI mandate
Data and information gathered during the review would then be used in planning audit on emergency phase afterward.
The review during emergency response phase may focus on:
· The assessment of damage and loss 
· Rescue and evacuation of victims 
· Fulfillment of basic needs
· The operation of control procedures during emergency phase 
· Aid collection, storage, and distribution
· Accounting of disaster-related aid
· Data preparation on disaster victims and loss done by executing agencies
Some of the areas which an auditor could observe during relief operations are given in Annexure-A. Auditors will need to exercise professional judgment to determine areas prone to pilferages or need improvement. These areas would then be subject to formal audit scrutiny when FAOs start actual audits after the response phase is over.

3.3 Financial Audit of Emergency Response/Relief Phase[footnoteRef:13] [13: ,12 Source: INTOSAI-Audit of Disaster-Related Aid, June 2010 Draft] 


After the emergency phase is over, FAOs could conduct a financial audit to examine whether the relief funds including foreign aid were used for intended purposes only.  Although in Pakistan financial/certification audit is conducted after the close of a financial year, concurrent audit may be carried out at the request of a donor subject to the approval of the Auditor-General. For this purpose, the management agencies will have to prepare their financial statements accordingly. Like other financial audits, the audit aims to provide opinion on the fairness of financial statement prepared to account for aid received and used during emergency phase. However, the circumstance during emergency phase is considered as abnormal situation. As such, FAOs should consider this abnormality during planning, conducting, and reporting for the financial audit. For example, FAOs should not expect that traditional internal control systems will be in place during the emergency phase. Aid during emergency is mainly aimed to save the victims. As such, an executing agency often deliberately ignores the procedures if the situation so demands.  Otherwise, there will be cost in terms of an in increase number of victims and other damages.



3.4 Payment through Smart/Watan Cards

To minimize transaction cost and risk of misappropriation, the government has introduced Smart/Watan Cards as mode of payment to the disaster affected people. The Smart Cards were first used for the IDPs of Malakand Division in 2009. After the floods in 2010, the government began to use Watan cards to disburse cash among the affected people.  These cards have been prepared by NADRA. These cards are convenient means of providing quick relief to the affected people as they draw cash from the banks directly. However, this convenience brings in new risks for auditors similar to those that led to improper payments of over US$ 643 million following hurricanes Katrina and Rita of 2005 in the United States as pointed out above. The risk of improper payments is higher in Pakistan where a large majority of people in rural areas, who have been the first victims of natural disasters, are not registered with NADRA and where political factors influence eligibility consideration.   Audit could only verify the authenticity of these payments provided it has access to the data-base of the agency which prepares these cards. The FAOs can take steps and apply audit checks if they have access to the data-base of the agency preparing such cards. Annexure-B provides a list of audit checks that will need to be applied. 

3.5 Audit of Rehabilitation/Reconstruction phase[footnoteRef:14] [14: ] 


In reconstruction and rehabilitation phase, the FAOs could consider carrying out financial/compliance audits as well as performance audit depending on the type of assurance it needs to provide. Financial audit might be conducted for each disaster incidence or the combined financial statements of the disaster management agency.  The FAOs may also conduct partial audit on certain sectors, such as housing and infrastructures.
In other words, the audit disaster related aid is conducted to ensure that the following questions are answered:
· Trust - Has the aid pledged been provided? Has the aid pledged led to appropriate expenditure?
· Regularity - Has the aid been spent on the intended purposes?
· Efficiency - Has the aid been spent as efficiently as possible?
· Effectiveness - Has the aid bee n spent as effectively as possible?
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3.6	Financial & Compliance Audit

Financial and Compliance audit of rehabilitation and reconstruction phase is not different from that already practiced in the department. Since the emergency phase is already over therefore the management authority has to follow all the rules regulations which are in force in the normal circumstances of governance. The FAO will also take the normal audit steps while conducting the audit of this phase. Some of the areas and audit steps have been mentioned in Annexure-A. These are not exhaustive and the auditor will have to apply his own judgment and common sense to explore further areas of audit interest.

3.7	Performance Audit of Rehabilitation/Reconstruction Phase[footnoteRef:15] [15:  Source: INTOSAI-Audit of Disaster-Related Aid, June 2010 Draft] 


All the criteria and parameters of performance audit have to be applied to see economy, efficiency and effectiveness of the development projects under taken in the rehab/reconstruction.
· audit of the economy of administrative activities in accordance with sound administrative principles and practices, and management policies
· audit of the efficiency of utilization of human, financial and other resources, including examination of information systems, performance measures and monitoring arrangements, and procedures followed by audited entities for remedying identified deficiencies
· audit of effectiveness of performance in relation to achievement of the objectiveness of the audited entity, and audit of actual impact of activities compared with intended impact
Besides comparing the outputs with the objectives of these projects satisfaction of the beneficiary or end user should be the corner stone of auditor’s evaluation


[bookmark: _Toc255922401][bookmark: _Toc255922944][bookmark: _Toc256435853][bookmark: _Toc257025962]ANNEXURE-A
AUDIT OF DISASTER MANAGEMENT: Checklist for Emergency Phase 

	CHECKS
	Done By:
	WP
Ref.

	DISTRIBUTION OF AID IN CASH
· To check that cash has been transferred to the distributing agency through formal channel.
· To check that the distributing agency has acknowledged its receipt.
· To check that in case of more than one distributing agency / person proper handing / taking over is done with the central agency.
· To check that proper system of identifying aid recipients exist and disbursement made correctly.
· To check that cash is distributed according to the prescribed limit set by the competent authority.
· To check that proper acknowledgement in the shape of signature / thumb impression is obtained from the recipients.
· To check that total number of recipients does not exceed the estimates for that particular area.
· To check that proper care has been taken to avoid multiplicity of payment to one and the same recipient.
· To check that un-disbursed cash is returned to the central body and is properly accounted for.
· To check that reasonable record is maintained of all the transactions for overview / audit at a later stage.

DISTRIBUTION OF AID IN KIND
· To check that the donor agency hands over the aid to the distributing agency with a proper list of items preferably mentioning its financial value/cost.
· To check that proper taking over from the donor / procurement agency has been done.
· To check that all the items received have been taken on stock.
· To check that there is a proper place for the storage especially for food items.
· To check that perishable / food items are distributed before its expiry.
· To check that the system exists for the prompt distribution of items to avoid hunger/deaths in the population of affected areas.
· To check that record of issuance from store is maintained.
· To check that there is uniform distribution among the affected people and not selective.
· To check that acknowledgement of receipt is obtained from the recipients.
· To check that the frequency of aid distribution to the same people is reasonable.

GENERAL MANAGEMENT
· To check that there exists proper system of transportation of aid items from the store to the distribution point.
· To check that the distribution point is setup at the nearest / convenient location to the affected people.
· To check that temporary residential camps setup for the affected population are located in safe places, have proper approach/access for transportation in /out of aid goods, have sufficient space for the people living there and have provision for safe drinking water, health facilities, security etc.
· To check that workers/volunteers at the distribution points/camps are registered and have prominent identification marks to avoid entry of unrelated/unwanted elements.
· To check that number of workers/volunteers at the distribution point/camp is adequate to avoid long queues/inconvenience to the affected people.

	
	






ANNEXURE-B
[bookmark: _GoBack]AUDIT OF PAYMENTS THROUGH SMART/WATAN CARDS 

	Audit Entity:
	Audit Period:


Date(s) Conducted:

	Audit Procedure
	Done By:
	WP
Ref.

	REGISTRATION OF FLOOD AFFECTEES
Control Testing:-
· Do the controls exist that the affectees who died in floods are listed and documented by name, family code and location.
· Are there procedures for ensuring that the “Watan Cards” issued to those who have valid CNIC.
· Are there procedures for ensuring that the permanent and current addresses are in the same locality that had been affected by floods.
· Ensure that the current and permanent addresses of head of family and other family member are in the same locality.
· Ensure that same procedures are applied for issuance of CNIC that would have been applied in normal course of events.
· Ensure that other methods used to ensure the identification of flood affectees e.g. confirmation from Taluka Mukhtiarkar, Union Council/Administration is supported by documentary evidence.
· Is proper system in place for valuing losses (land/properly/animals/other assets) and is the system working properly?

	
	

	Substantive Testing:-
· Check the expenditure incurred on preparing lists of the disaster affectees. Check the amounts and the procedures used for system development for uploading manual lists supplied by districts/provinces into automated system. Verify data on the preparation and distribution of smart cards.
· Check processes and procedures for placement of funds with local banks and review number of days for which the funds remain with those banks (profit if any?).
· Obtain list of flood affectees that were issued Watan Cards, check that the cards issued against the CNIC, acknowledgement from recipient included.
· Submit a request for Watan Card other than districts affected by flood and check that whether card is issued or not.
· From the list of Watan Card holder, select a sample and request for another card , check that if  the Watan Card is re-issued or not.
· From the list of Watan Card holder, select a sample and request for Watan Card for family code already issued and check that Watan Card is issued or not.
	
	





ANNEXURE-C
AUDIT OF DISASTER MANAGEMENT: RELIEF AND RECONSTRUCTION PHASE 

	Audit Procedure
	Done By:
	WP
Ref.

	DAMAGE ASSESSMENT

A. Risk Areas
1. Teams deployed were not competent.
2. Forms used were not comprehensive to capture all relevant information.
3. Process was not properly monitored.
4. The Data items picked through proformae were not cross-checked with other relevant local agencies i.e. NADRA database etc.
5. Information collected was not properly analyzed and aggregated in terms of appropriate categorization.
6. The process was not properly documented
7. Inputs from key stakeholders were not obtained and incorporated.

SPECIFIC GUIDELINES
1. Check the selection process and qualification of the assessment team(s)
2. Check whether the proformae used was duly filled and complete in all respects.
3. Check whether institutional arrangements had specific responsibility assigned for monitoring. Verify that such arrangements were effective with inspection reports, data validation reports from GIS ( in Punjab), NADRA database, and other sources where available.
4. Check whether the stakeholders were onboard with such record as minutes of the meeting,
	
	

	PROCUREMENT

A. Risk Areas
1. Procurements did not match requirements.
2. PPRA Rules 2004 were not followed because of pressure for early procurement.
3. Sub-standard goods were procured for distribution among the affected people.
4. Contractors for works did not have requisite capacity and they used sub-standard material during reconstruction. During reconstruction phase, demand for civil contractors and construction material increased manifold while supply does not increase proportionately. Thus, the risk is particularly very high in reconstruction phase.
5. Government interests were not protected in contract agreements.
6. Terms of contracts were changed to favour contractors/supplier during contract execution.
7. Goods ordered were not required.
8. Goods ordered were not received.
9. Goods ordered were different than those received.
10. Authorization of orders by individuals other than those who have the authority to do so.

B- SPECIFIC GUIDELINES
B-1 CONTROL TESTING
Select a sample of representative sample of goods and services contracts and apply the following checks;
1. Were procurements  approved by the officers competent to do so within established thresholds
2. Did the controls exist to that invoices provided by supplier are checked against the purchase order before being processed for payment.
3. Were there any controls on receipt of goods to ensure that the product/service delivered is in accordance with the purchase order and invoice as per the terms and conditions as stated?
4. Were there any procedures for ensuring that the delivered product / services are consistent with product/service ordered?
5. Did the controls exist to ensure that the product is of the quality as ordered (e.g quantity and capacity of tent, tents are in satisfactory condition).
6. Were there any checks made by management to ensure invoices are paid only after confirmation of receipt of goods and services and payment is made for the items actually delivered.

B-2 SUBSTANTIVE TESTING
Select a sample of representative sample of goods and services contracts and apply the following checks;
1. Check that Open competitive bidding was used as the principal method of procurement. 
2. Check that all procurement opportunities have been advertised in news paper having wide circulation as well as authority website along with PPRA’s website.
3. Check that procurement of taxable goods was made from a supplier(s) duly registered under the Sales Tax Act, 1990 and sales and income tax is deducted in case of purchase.
4. For the sample of transactions, check that the documentation (purchase order / purchase authorization / invoice / delivery receipt / any receiving documentation / payment) is consistent in quantity, pricing, product description (particularly checking for substitution of lower quality/grade product).
5. Check whether the individual items added up to the total given on the voucher / purchase order and the appropriate amounts of tax have been deducted.
6. Follow up on any short-fall / substitution / missing items / multiple deliveries to ensure that only what was received was paid for.
7. Check that the invoices and payments have show proper prices / including any negotiated prices or other arrangements / reflect correct freight charges if applicable.
8. Check that any advances have been properly reflected in the invoices and correspondingly deducted from payments.
	
	

	2. INVENTORY MANAGEMENT

A. Risk Areas
1. Goods received in kind from donors and procured for affected people are not stored properly.
2. Access to stores is not restricted to authorized personnel only.
3. Security arrangements for protection of inventory from theft are inadequate.
4. Inventory is handled by multiple agencies and there is not system of information exchange, leading to improper release of goods/material without being detected. 
5. Holding of inventory at much higher scale than is needed in the circumstance indicating a potentially unnecessary procurement/lack of coordination in obtaining goods for the affected people.
6. Weak arrangements for taking and delivering stocks leading to fraud, waste, and abuse.

B. SPECIFIC GUIDELINES
B-1 CONTROL TESTING
Select a sample of representative transactions/events and apply the following checks;
1. Were proper procedures in place to facilitate procurement within sufficient time to ensure supply of items as per requirement of reconstruction/rehabilitation operations?
2. Were proper procedures in place to ensure timely and accurate entries the inventory stock at the time of receiving and issuance?
3. Was the valuation system especially for the donations received in-kind from donors credible and properly enforced?
4. Was a system in place for periodic reconciliation of inventory recorded and physically available? Did the system require reporting of shortages to and follow-up action from higher authority? Was that system actually working?
5. Was the management sensitive to the risks of leakages and preventive/detective controls were in place to safeguard in ventory?

B-2 SUBSTANTIVE TESTING
Select a sample of representative transactions/events, collect all related documentation, and check that:
1. Goods procured/received in kind from donors and issued later to individuals were properly recorded in separate stock registered.
2. For major in-kind donation of goods from a donor, seek confirmation of quantity from donors and reconcile the figures with those given in the stock register.
3. Payments were made to the correct payee by comparing information on cheque register with invoice and delivery information.
	
	

	4. FINANCIAL MANAGEMENT 

A. Risk Areas
1. All pledges did not covert into expenditure because counterpart actions required of the government were not taken.
2. Funds received for rebuilding not properly accounted for and reflected in government accounts.
3. Funds were not spent on intended purposes.
4. Funds were not used efficiently and effectively.
5. Delay in transfer of funds to management authorities.
6. Transactions were not promptly and properly recorded and documented.
7. Improper segregation of authorization, recording, and recording functions within management authorities leading to collusion.
8. Weak coordination and validation process involving multiple government agencies leading to individuals getting livelihood and other support from multiple agencies.
9. Fraud, waste and abuse of funds for lack of periodic reconciliation of accounts between management authorities, banks, and accounting offices
10. Reconciliation between management and donors
11. Reconciliation between banks and accounting offices (AGPR/Provincial AGs)

B- SPECIFIC GUIDELINES

B-1 CONTROL TESTING
Auditors will carry out control testing to see whether preventive and detective controls exist to prevent fraud, waste and abuse in the use of relief funds. Auditors will carry out control testing on a sample of representative transactions/or high value items as the circumstances warrant and see that detective/preventive controls are operational to ensure that reconstruction phase was progressing as planned. Auditors will test that: 
1. Compliance with applicable laws and regulations in operations;
2. Consistency between required and approved implementation plans;
3. Consistency between required and approved progress reports;
4. Consistency between reported and actual physical progress of work through site visits; 
5. That the expenditure was being recorded and reported as per approved procedure; 
6. Release of funds to management authorities was consistent with physical progress of reconstruction work;
7. That monitoring arrangements are in place to follow-up on all matters relating reconstruction.
Auditors will note deviation from the rules and regulations and point out those in their reports. They will also use the results of control testing in carrying out substantive testing.

B-2 SUBSTANTIVE TESTING
On sample of transactions, collect all related documentation and carrying out different procedures:
1. Check accuracy of the recording or funds/expenditure in the books of accounts of relevant government agency accounting office, donors, and bank account(s). This test will ensure  completeness and accuracy of the account balances and transactions;
2.  Seek confirmation of balances from banks / donors / recipients through direct contact/reconciliation;
3. Obtain evidence about existence of asset and documentation as to accuracy of recorded transaction, such as date, party, quantity, unit price, description, total amount, and signature of authorization;
4. Trace the opening and closing balances of assets and liabilities;
5. Check that transactions are recorded in the correct accounting period.
6. For purchases of assets and other procurements, checking the total amount of purchases and reconciling the purchases recorded in the Accounts/Financial Statements.
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