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[bookmark: _Toc309290690]PREFACE
Quality management is always a key concern with the auditing profession. Recently, it has been felt, both in the public and private sectors, that there is a need for developing a structural approach to quality management in auditing. The International Standard on Quality Control-1 and its adaptation for the SAI’s by the INTOSAI, are manifestation of this realization. The SAI Pakistan’s existing mechanism for ensuring the quality of audit reports through a central Quality Assurance Committee plays a limited role as it comes into play only when the reports have been prepared. The Quality of the end product can be ensured only by having a framework that ensures conformity to international best practices and procedures at all the stages of the audit cycle. The SAI of Pakistan has taken cognizance of this issue without compromising on the need to conduct robust audits that meet the timelines. The time has come to institutionalize audit quality management tools for ensuring efficient and effective performance of audits. The Quality Management Framework is a step in this direction.
The framework has been devised through extensive consultations and deliberations with all field audit offices throughout the country. Audit policy and special sectors wing of the auditor general office has spearheaded this effort. 
The effectiveness of this mechanism needs to be ensured through a Quality Control Mechanism which is external to the Field Audit Offices and is designed to check the quality of the Quality Assurance Mechanism and that of the Audit Reports. Continuous feedback in the form of periodic reports from internal and external quality mechanisms and timely implementation of corrective measures is envisaged as tools for continuous quality improvement.
This Quality Management Framework for Public Sector Auditing in Pakistan is the manifestation of our resolve to manage quality in all types of audits falling in the mandate of SAI of Pakistan.  
The heads of the Audit Wings and the Field Audit Offices must follow the Quality Management Framework in its true letter and spirit. This will go a long way in ensuring quality improvement in audit reports. 
Any comments or suggestions will be appreciated and will contribute to continuous improvement in the Framework.


(Buland Akhtar Rana)
Dated:              , 2011	Auditor-General of Pakistan
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After making efforts of several years, it has been noticed that the existing mechanism for the quality control checks on the audit report could not prevent deficiencies in the audit report of subsequent years. Consequently, it is realized that a real improvement is required in the entire audit cycle as the quality of an end-product cannot be ensured unless quality assurance procedures are diligently followed at all stages during a process. Accordingly, this comprehensive quality management framework comprises of three interventions including Quality Assurance Mechanism, Quality Control Mechanism and Quality Improvement Mechanism.
This framework gives an extensive approach which considers all the dimensions of audit quality including Significance, Reliability, Objectivity, Scope and Completeness, Timeliness, Clarity, Efficiency and Effectiveness. This framework applies to the entire audit cycle of all audit assignments conducted by the Department of Auditor General of Pakistan (DAGP). In all assignments the Director General being head of the FAOs is responsible for the quality of audit processes and audit reports.
Quality Assurance Mechanism is to be implemented through the officers having responsibility to carry out audits in an FAO. It ensures observance of quality, from the start of planning an audit through execution of audit to producing an audit report. The framework envisages that the Director Generals of the FAOs are primarily responsible for implementing the quality assurance regime in their offices. The Director/s posted in the FAO, shall be responsible to ensure that all the audit work of the FAO is carried out in compliance with the prescribed quality requirements of the DAGP as given in the Sectoral Guidelines. Responsibilities of the Director will include ascertaining the updation of permanent file, preparation of planning file, review of audit planning and audit completion checklists, filling in ‘Post-Audit Quality Assurance Checklist’, maintaining the documentation and ensuring the completion of audits within the planned timelines. The Director General shall review reports submitted by the Director and take necessary corrective and/or preventive actions and submit the necessary information to the DAG concerned. The responsibilities of Deputy Auditor General in the QAM includes the review of Quality Assurance related reports forwarded by DG, review of Quality Control reports given by the Quality Management Specialist, conducting Quality Control Review of all audit reports falling under his jurisdiction as chairperson of QCC and monitoring implementation of corrective and/or preventive measures to which the FAO has agreed to implement.
Quality Control Mechanism shall be operated through Audit Quality Management Wing by applying Quality Control Reviews external to the FAOs. The Quality Control Review of the Audit Cycle shall be performed by the Audit Quality Management Wing which will involve procedures including submission of Annual Audit Plan by the Field Audit Office to the concerned Quality Management Specialist, selection of the audit assignments in an FAO by the QMS based on professional judgment for QC Review, getting an understanding of the FAO by QMS on the basis of discussion held with the Director, selection of a sample of audits based on the assessment of QMS, review of audit working papers of the selected audit assignments by QMS, summarizing all issues  in the “Summary of Review Observations”, summarizing all medium and high risk observations in “Summary Review Memorandum” and preparing Follow-up Continuity Schedule  to follow the implementation of corrective actions and forward it to Additional Auditor General (Audit) for review. In addition to this reporting procedures shall be performed where the reviewer shall discuss all issues with the DG and a review report shall be prepared. This report will be forwarded to the Senior Quality Management Specialist for reviewing the appropriateness of report and after approving it he will then forward it to concerned Deputy Auditor General. An Annual Quality Control Review Report shall be prepared by Senior Quality Management Specialist on the basis of outcomes of Quality Control Review program which shall document issues identified, action plans agreed with and implemented by respective Deputy Auditor Generals, follow up of the corrective actions implemented so far and instances of good practices identified during the review.
Apart from above there is a need to conduct a Quality Control Review of the end product to give assurance regarding its quality to the signing authority.
This framework provides for Quality Control Review of the audit reports by the QCC which will review all audit reports of Audit Wing not falling under its jurisdiction, i.e. Audit Wing assigned to it to conduct Quality Control Review of the Audit Reports and will award grades to the audit reports based on its Quality Control Reviews. Graded audit reports shall be forwarded to Additional AGP. Quality Improvement Mechanism envisages designing and implementing corrective actions on the basis of the outcomes of the quality assurance and Quality Control Reviews. Respective DAG shall be receiving periodic reports from two channels viz. Quality Assurance reports through DGs of the FAOs and the Quality Control reports on the audit process of the FAO through the Audit Quality Management Wing. On the basis of these reports the DAGs will steer the designing and implementation of preventive and corrective measures.




1. [bookmark: _Toc309290693] Audit Quality Management at the DAGP
[bookmark: _Toc309290694]1.1 Historical Developments
The Code of Ethics produces the very basis of the effective quality management in audit process. However, it needs to be formalized by developing a Quality Management Framework in consonance with international best practices and standards followed by other SAIs. SAI Pakistan also started with Code of Ethics and then adopted DAGP standards followed by FAM and Sectoral Guidelines to improve the quality of audit reports. However, the actual corrective measure introduced to exercise quality control checks on the final audit product, i.e., the audit report was a central quality assurance committee of AGP. The committee use to review reports from various FAOs.
Several years’ experience of this mechanism revealed that quality control checks on audit reports could not prevent repetition of the same deficiencies in the reports of the subsequent years. This implied that the mechanism did not contribute towards improving audit processes. Consequently, it was realized that real improvement in the quality of audit work required something more than testing and correcting only the audit reports.
[bookmark: _Toc309290695]1.2 Comprehensive Quality Management Approach
The process of quality management rests on certain principles agreed upon by the designers of that system. These principles refer to good practices currently followed around the world and are applicable at all tiers of the institution which include field work, service delivery and monitoring & evaluation. In the process of designing quality management system for the DAGP, the following principles of Quality Management in public service delivery have been considered: 
1. Focus on the client – addressing the prime needs of the internal and external stakeholders. Appropriately incorporating the auditees point of view in the audit report indicates client focus.
2. Leadership – bonding vision, aims and strategies in the profession.
3. Participatory Management – ensuring effective and equitable participation of all the stakeholders at various levels of service delivery.
4. Focus on tools – structured procedures, quality assurance mechanisms leading to envisioned outcomes of the service. The CCCER Model for audit reporting is an example of structured approach to auditing.
5. Adopting appropriate decision support systems – encouraging logical and evidence based decision making for improved accountability of public functionaries.
6. Continuous improvement – recognizing the need to respond to the changing local and global requirements of the profession. This requires continuous skill management and improvement in the quality of the workforce.
7. Autonomy – delegating the functions and responsibility to the appropriate tier of management.
8. Sharing benefits – ensuring that the improvement in the practices and procedures, leading to development, transfer of knowledge and skills, equally benefit the internal and external stake holders including the field workers, institutions, and the society.
9. Continuity and the way forward – ensuring that the institutions and Quality Assurance Mechanisms are dynamic to accommodate continued improvement and are committed to identify actions and issues to be addressed in future.
The present framework is developed after reviewing the international best practices as reflected in the INTOSAI, EUROSAI and ASOSAI standards and guidelines keeping in view the foregoing experience. Annexure 1 contains a blue print of the overall Quality Management requirements of an SAI. The literature survey on quality management established that the quality of an end-product cannot be ensured unless quality assurance procedures are diligently followed at all stages during a process. Learning from the experience of the Central Quality Assurance Committee of the Auditor General of Pakistan, the framework is purported to install an extensive approach which considers all the dimensions of audit quality as identified below[footnoteRef:2]: [2:  Adapted from EUROSAI’s “ Guidelines on Audit Quality”] 

1. Significance – How important is the matter that was examined in the audit? This, in turn, can be assessed in several dimensions, such as the financial size of the auditee and the impact of the performance of the auditee on the public at large or on major national policy issues.
2. Reliability – Are the audit findings and conclusions an accurate reflection of actual conditions with respect to the matter being examined? Are all assertions in the audit report or other product fully supported by the data gathered in the audit? 
3. Objectivity – Was the audit carried out in an impartial and fair manner without favor or prejudice? The auditor should base his assessment and opinion purely on fact and on sound analysis.
4. Scope and Completeness – Did the audit task plan properly address all elements needed for a successful audit? Did execution of the audit satisfactorily complete all the needed elements of the task plan?
5. Timeliness – Were the audit results delivered at an appropriate time? This may involve meeting a statutory deadline or delivering audit results when they are needed for a policy decision or when they shall be most useful in correcting management weaknesses.
6. Clarity – Was the audit report clear and concise in presenting the results of the audit? This typically involves being sure that the scope, findings and any recommendations can be readily understood by busy executives and parliamentarians who may not be experts in the matters that are addressed but may need to act in response to the report.
7. Efficiency – Were the resources assigned to the audit reasonable in the light of the significance and complexity of the audit?
8. Effectiveness – Did the audit report results in improving public financial management of the audited area? Effectiveness of audit is judged in terms of results and impacts achieved. The results and impacts like recoveries made on the pointation of audit, any improvement in internal controls, accountability of public officials entrusted with use of public resources, changes in systems, procedures and laws provide clear indication of the effectiveness of audit. The findings, conclusions and recommendations in the audit report should help the auditee, the government and/or parliament in improving government operations and policy making. 
The challenge of encompassing aforementioned quality dimensions calls for a shift from the quality control of the end product to quality management of the entire audit cycle. Accordingly, this comprehensive quality management regime comprises the following three interventions:
1. Quality Assurance Mechanism
This mechanism is to be implemented through the officers having the responsibility to carry out audits, in an FAO. It ensures observance of quality, from the start of planning an audit through execution of audit to producing an audit report. The framework envisages that the Directors General of the FAOs are primarily responsible for implementing the quality assurance regime in their offices. The Directors of the FAOs shall be given specialized training on how quality assurance is to be affected through the implementation of the Sectoral Guidelines prepared under the FAM. These Directors are supposed to act as the eyes and ears of the DGs for ensuring quality in audit assignments. 
2. Quality Control Mechanism 
This mechanism is based on quality control checks externally applied to an FAO at two stages;
a. the first stage involves testing the effectiveness of the Quality Assurance Mechanism. This will be managed by the Quality Management Wing through sample testing the audit assignments previously quality assured in an FAO, and 
b. the second stage focuses on the quality of all the final audit reports produced by the FAOs.  For this purpose Quality Control Committees have been designed.
3. Quality Improvement Mechanism
This arrangement envisages designing and implementing corrective actions on the basis of the outcomes of the quality assurance and quality control reviews. Respective DAG will be receiving periodic reports from two channels viz. Quality Assurance reports through DGs of the FAOs and the Quality Control reports on the audit process of the FAO through the Audit Quality Management Wing (AQMW). On the basis of these reports the DAGs will steer the designing and implementation of corrective measures. 
It needs to be noted that the primary responsibility for the effectiveness of audit processes and the quality of the audit report lies with the Director General, as the head of the FAO. The assistance provided by the Quality Assurance, Quality Control and Quality Improvement mechanisms mentioned above does not dilute the responsibility of head of FAO in respect of his primary role. 
[bookmark: _Toc309290696]1.3 Basis of the framework
This Framework draws on ISSAI 40, which is an adaptation of the International Standard on Quality Control (ISQC 1), as at Annexure 1. The principles and methods of quality management highlighted in the ASOSAI “guidelines on Audit Quality Management System” and the EUROSAI “Audit Quality Guidelines” have been consulted for developing this framework.
[bookmark: _Toc309290697]1.4 Scope
This framework applies to the entire audit cycle of all audit assignments conducted by the Department of Auditor General of Pakistan (DAGP). The audit cycle starts from understanding the audit entity which is followed by audit planning, execution, evaluation of results, reporting and follow up phases. 
The framework addresses quality assurance requirements at each phase by making efficient use of already existing aids for implementing robust quality assurance at the FAO level. These aids comprise:
a. Quality assurance measures for each phase of the audit cycle as embedded in the Financial Audit Manual (FAM).
b. Tools for implementing these quality assurance measures provided in Working Paper Kit of FAM. 
c. Guidance on the usage of these tools as provided in relevant Sectoral Guidelines.

[bookmark: _Toc309290698]
2.	Quality Assurance Mechanism
This section provides guidance on Quality Assurance Mechanism which ensures observance of quality in the entire audit cycle through the officers in an FAO. 
Effectiveness of the Quality Assurance Mechanism is the mainstay of this framework. 
Quality Assurance is the process to ensure that:
1. Needed controls, in the form of appropriately documented and communicated policies and procedures, for ensuring quality are in place.
2. Controls are being properly implemented.
3. Potential ways of strengthening or otherwise improving controls are identified. 
The objective of QAM is to provide reasonable assurance that the DAGP and its personnel comply with the professional standards and that the reports issued by the DAGP are appropriate in the circumstances.
The FAM methodology prescribes compliance of the DAGP auditing standards throughout the audit cycle. It envisages ensuring quality in audit work through:
1. Following a logical framework comprising planning, executing, reporting and follow-up phases.
2. Documentation and related approvals from appropriate supervisory level.
3. Assigning appropriate staff.
4. Allocation of reasonable financial and other resources.
5. Supervision and review.
6. Ongoing involvement by senior audit officials.
7. Audit staff development.
8. Information technology and audit method specialists.
9. Quality assurance reviews.
Procedures for adhering to the auditing standards and processes of quality assurance during performance of an audit and those for finalizing the audit report are already embedded in FAM and Sectoral Guidelines. This QMF seeks to provide a structured way to ensure implementation of quality assurance tools by the field officers who are responsible for carrying out the audit.
Primarily, the Director General Audit, being the executive head of an FAO, is responsible for implementing the Quality Assurance Mechanism as envisaged in this framework at the FAO level. In carrying out this function the DG shall be assisted by the Director of his office.
[bookmark: _Toc309290699]2.1 Role of the Director in Quality Assurance
The Director/s posted in the FAO, shall be responsible to ensure that all the audit work of the FAO is carried out in compliance with the prescribed quality requirements of the DAGP as given in the Sectoral Guidelines. In case of more than one Director, one shall be designated by DG, as focal person to coordinate with the Quality Management Specialists of the AQMW. It needs to be noted that even without this QM Framework, the Directors of FAOs are obliged to perform quality assurance procedures given in the Sectoral Guidelines. 
2.1.1 Responsibilities
1. Coordinate with Quality Management Specialist for Quality Control Reviews.
2. Ascertain that:
a. Permanent files pertaining to all planned audits are updated before the commencement of planning.
b. Planning files pertaining to all planned audits are prepared before the commencement of the audit execution.
c. Audit Planning and Audit Completion checklists are filled-in, reviewed and approved by the competent authority on timely basis.
d. Formation-wise planned audits are executed and followed up as per the timelines prescribed by the AGP Headquarters and approved in the Annual Audit Plan.
e. Fill-in ‘Post-Audit Quality Assurance Checklist’ (FAM Reporting File) before the report is sent for quality control review by QCC.
3. The Director shall be assisted by the respective ACC consultants in accomplishing the aforementioned responsibilities. ACC consultants shall ensure that all the documentation under FAM has been developed as per required quality standards. This will result in development of new documentation, review of the updated documentation and correction of any shortcomings. In case FAO faces competence issues the ACC consultants shall provide hands on training to the FAO team to improve the documents.  
2.1.2 Documentation

1. Prepare a separate folder for each Deputy Director divided into separate section for each audit assignment. 
2. Following documents shall be included in each section:
a. Audit Planning, Audit Completion and Post Audit Quality Assurance Checklists of all planned audits.
b. Summary information  put up by the Deputy Director regarding each audit file as given bellow;
i. Permanent file: Significant changes from previous years. Annexure 2a,
ii. Planning files: Significant changes in planning decisions, planned audit focuses and audit steps from previous years.  Annexure 2b,
iii. Execution files/AIRs: Major audit findings under each planned audit focus.  Annexure 2c.
c. Quality Assurance Review Reports pertaining to audit planning. Annexure 3.
d. Quality Assurance Review Reports pertaining to audit execution and report finalization. Annexure 4.
[bookmark: _Toc309290700]2.2 Role of the Director General in Quality Assurance
The DGs role is critical, in fact pivotal to the entire process and its outcome. The DG shall:
1. Perform his responsibilities during entire Audit Cycle and quality assurance stage as detailed below.
a) Planning Stage
i. Permanent File
It’s the prime responsibility of DG to ensure the effective allocation of resources to different audits. This requires DG to have clear understanding of the entities business. Roles and responsibilities of DG’s have been clearly defined in Sectoral Audit Guidelines (8.3 Key Tasks and Responsibilities:	Permanent File) for the preparation and approval of Permanent File. While approving all forms of the Permanent File it’s the responsibility of the DG to review listing of External factors along with significant Audit Areas of the entity. 
ii. Planning File
DG has to plan the audit in a manner which ensures that an audit of high quality is carried out in an economic, efficient and effective way. Roles and responsibilities of DG’s in this stage have been clearly defined in Sectoral Audit Guidelines (8.4 Key Tasks and Responsibilities: Planning File). Key responsibilities are listed below.
· Preparation of Audit objectives and Scope
· Approval of Entity communication letter
· Approval of tour programs
· Approval of materiality 
· Review  of analytical procedures
· Approval of Audit Planning checklist
b) Execution Stage
For obtaining Competent, reliable, relevant and reasonable evidence which supports the auditor’s judgment and conclusion, it’s the responsibility of DG to ensure that the auditors have completed their audit programs and documented the results of their work properly during execution stage. Roles and responsibilities of DG’s in this stage have been clearly defined in Sectoral Audit Guidelines (8.5 Key Tasks and Responsibilities: Audit Execution Phase). Key responsibilities are listed below.
· Ensure the updating of Audit Steps given in the Audit Programs.
· Supervising the execution of relevant Audit Programs
c) Evaluation and Reporting Stage
Roles and responsibilities of DG during this phase have been clearly defined in Sectoral Audit Guidelines (8.6 Key Tasks and Responsibilities: Audit Evaluation and Reporting Phase). Key responsibilities listed below:
· Review/supervise all important forms of Reporting File.
· Review evaluation of compliance and substantive errors.
· Review projection of monetary errors.
· Review and approve Management Letter.
· Review of Audit Completion checklist.
· Review the Quality Assurance checklist.
d) Review and approval of the audit reports
The DG shall read the audit report word by word and ascertain related evidences and compliance of standardized template for audit reports. The DG shall make sure that all the shortcomings have been removed before forwarding the report for approval.
e) Review and supervise Quality Assurance tasks
DG shall perform his responsibilities as per Sectoral Audit Guidelines (Table 8.7 Key Tasks and Responsibilities: Audit Quality Assurance). Key responsibilities vis-à-vis quality assurance are listed below:
Planning 
· Supervise that Planning has been carried out as per the recommended planning process.
· Review assigning of appropriate staff, required strength and skill set of the audit team.
· Preparation, revision and approval of the Audit Budget.
Execution
· Approve revision of the planning decisions, if required.
· Supervise the review of audit working paper files
· Supervise that execution of audit steps as per the Audit Programs.
Evaluation and Reporting
· To ensure detailed review and approval of monetary errors, compliance with authority Violations and internal control deviations found.
· Reviewing the ensuring tools for the auditor’s opinions.
· Ensuring Documentation of Audit Completion Checklist.
· Reviewing the Quality Assurance Checklist.
2. The DG shall review Quality Assurance Review reports submitted by the Director (as indicated in Table-1 below) and take necessary corrective and/or preventive actions.
3. DG shall consolidate the findings of all Directors and submit the necessary information to the DAG concerned on the Performa placed at Annexure 5.
[bookmark: _Toc266698066][bookmark: _Toc309290701]2.3 Role of the Deputy Auditor General in Quality Assurance
1. Review quality assurance related reports of DG to ensure that quality standards are being met. 
2. Review Quality Control reports by the Quality Management Specialist regarding planning, performance and reporting of selected audits.
3. Closely monitor the preparation and finalization of Audit reports of his/her wing and if deemed necessary shall be visiting the FAOs and review the draft audit reports to ensure that it is being prepared as per DAGP standards.
4. Ensure that audit reports of FAOs falling under his/her jurisdiction are available to the QCC in a timely manner, such that sufficient time is available for QCC to review each report as per the checklists annexed as annexure 15 and 16.
[bookmark: _Toc309290702]2.4 Assuring effectiveness of QA Mechanism
Working Paper Kit of FAM provides specific forms and checklists relating to all audit related activities. The Director and ACC consultants shall ensure that these forms and checklists are meaningfully filled in by verifying the underlying information and not relying merely on the signatures of the issuing authority. The same approach shall be followed by the QMS during Quality Control Review of the audit process on sampled audit assignments. This QMF provides tools to accomplish this in the form of the QAR and the QCR procedures. This arrangement shall ensure that the activities of review, supervision and approval by various management tiers do not relegate to mere ticking in the checklists.
2.5 Timelines for Audit Cycle
Timelines for the various audit related activities like preparation/updating of permanent files and planning files, issuance of entity communication letters, preparation of execution files, reporting files and audit reports shall be mentioned in the annual audit plan submitted by FAOs. Compliance with these timelines shall be monitored by the concerned Director of FAO and shall be test-checked by QMS during QCR. 
Table 1: Reporting under Quality Assurance Mechanism
	[bookmark: _Toc263768492]Report
	Submitted to
	Time line

	Prepared by Deputy Director

	Permanent file: Significant changes from previous years (Annexure 2a)
	Director
	Within one week after updating Permanent File

	Planning file: Significant changes in planning decisions, planned audit focuses and audit steps from previous years (Annexure 2b).
	Director
	Within one week after updating Planning File

	Significant issues identified during execution (Annexure 2c)
	Director
	Within one week of the Audit completion.

	Prepared by Director

	Report for Quality Assurance Review of Audit Planning (Annexure 3a)
	Director General
	Within one week after planning phase ended

	Exception Report on Quality Assurance Review of Permanent File and Planning File  (Annexure 3b)
	Director General
	Within one week after planning phase ended

	Exception Report for Monitoring Timeliness of Execution of Audit Plan (Annexure 4a)
	Director General
	This report is to be prepared thrice during ‘Execution Phase’ dividing the phase into three equal periods

	Exception Report on Quality Assurance Review of Execution File and Reporting File (Annexure 4b)
	Director General
	This is to be prepared for each planned audit assignment at the end of Execution Phase

	Exception Report on Post Audit Quality Assurance Review Checklist (Annexure-4c)
	Director General
	After the finalization of the audit report and before forwarding it to DG.

	Prepared by Director General

	Exception Report for Quality Assurance Review of Audit Planning, for DAG (Annexure-5a)
	DAG
	Within two weeks of the end of planning phase

	Exception Report for Quality Assurance Review of Audit Execution, for DAG (Annexure-5b)
	DAG
	Within two weeks of the completion of the execution phase.




3 [bookmark: _Toc309290703]Quality Control Mechanism
This section covers the second intervention i.e. Quality Control Mechanism which shall be operated through Audit Quality Management wing by applying Quality Control Reviews external to the FAO. 
The Quality Control Mechanism shall be operated through the Audit Quality Management Wing through Quality Control Reviews external to the FAOs. The objectives of quality controls are to ensure: 
1. The effectiveness of the QAM of the FAOs.
2. The quality of the final audit reports in accordance with DAGP quality standards.
These objectives will be realized through the Quality Control Review of the Audit Cycle and the Quality Control of the Audit Reports, as described below.
The concept is in line with the provisions of paragraphs 2.1.27 and 2.1.28 of DAGP’s Audit Standards. These paragraphs are reproduced below:
2.1.27.	The Department of AGP shall establish systems and procedures to:
a) Confirm that integral Quality assurance processes have been operated       satisfactorily.
b) Ensure the quality of the audit report.
c) Secure improvements and avoid repetition of weaknesses.
2.1.28.	As a further means of ensuring quality of performance, additional to the review of audit activity by personnel having line responsibility for the audits concerned, the Department shall establish its own quality assurance arrangements. That is, planning, conduct and reporting in relation to a sample of audits may be reviewed in depth by suitably qualified personnel of the Department not involved in those audits, in consultation with the relevant audit line management regarding the outcome of internal quality assurance arrangements and periodic reporting to help top management of the Department.
[bookmark: _Toc263768493][bookmark: _Toc309290704]3.1 Organization of Audit Quality Management Wing
The Audit Quality Management Wing is a permanent body working round the year and intervening at various stages of the audit cycle to help improve the quality of audit. It shall be headed by a Senior Quality Management Specialist (BPS 21) who shall be assisted by a Quality Management Specialist attached with the Deputy Auditor General of each Audit Wing. 


[bookmark: _Toc268086820]Figure 1: Composition of Audit Quality Management Wing

Key tasks and responsibilities of Audit Quality Management Wing are described in Annexure 12. 
3.1.1 Skills and Competences required by the members of AQMW
Following competencies and areas of expertise are required for members of the AQMW:
1. Understanding of regulatory & legal requirements.
2. Understanding of the guidelines the DAGP sets for performing Quality Control Reviews.
3. Understanding of professional standards i.e. DAGP Auditing Standards, FAM and Sectoral Guidelines etc.
4. Understanding and practical experience of audit engagements and Quality Control Review through appropriate training and participation.
5. Possess appropriate technical knowledge, including knowledge of relevant information technology.
6. Knowledge of specific government entities.
7. Ability to apply professional judgment. 
[bookmark: _Toc263768494][bookmark: _Toc309290705]3.2 Quality Control Review of Audit Cycle
3.2.1 Objective 
The primary purpose of the Quality Control Review of the Audit Cycle is to confirm that the Quality Assurance Mechanism (QAM) is operating efficiently and effectively in accordance with the prescribed standards as provided in the FAM, the Sectoral Guidelines and the Audit Report Template. This will ensure that the end product coming out of this process is consistently of high quality.
These reviews shall be performed by the AQMW.
3.2.2 Procedure 
1. A Field Audit Office shall provide its approved Annual Audit Plan to the concerned Quality Management Specialist within one week of its approval by the competent authority.
2. The QMS shall make a selection of the audit assignments in an FAO on which the QC Review is to be performed. In making the selection of audits for the QC reviews from the list of audit assignments provided in the Annual Audit Plan, the QMSs shall use their professional judgment and shall give preference to the following:
a. Priority of AGP communicated through SQMS.
b. Expenditure/Receipt involved and past audit results.
c. Past results of Quality Assurance and Quality Control Reviews.
d. Quality of documentation of the respective FAO.
3. The QMS shall start acquiring the understanding of the FAO by meeting with respective Director and by examining the:
a. The documentation maintained by Director as prescribed in the Quality Management Framework.
b. Audit Planning, Audit Completion and Post audit quality assurance checklists prepared, reviewed and approved in accordance with the Sectoral Guidelines.
c. Quality Assurance Review Reports mentioned in Table 1 of this framework.
4. On the basis of the aforementioned assessment, the QMS shall select a sample of audits (at least one audit per Deputy Director).
5. The review shall be conducted in accordance with the ‘Quality Control Review Checklists’, placed at Annexure 6. The aim is to check compliance with the Quality Controls pertaining to the various stages of the audit cycle (i.e. Updation/preparation of Permanent, Planning and Execution files, Report finalization and Audit follow up) as prescribed in the Sectoral Guidelines and ensure their effectiveness by reconciling the checklists/forms with the concerned working papers.
6. Summarize all the issues identified in the, “Summary of Review Observations” (Annexure 7) categorize issues and get the management responses. 
7. Summarize all medium and high risk observations in “Summary Review memorandum” (Annexure 8) and forward it to SQMS for review along with the draft review report.
8. Prepare Follow up Continuity Schedule (Annexure 9) to follow the implementation of corrective actions.
The aforementioned documentation of QCR shall ensure that the review work is not a mere tick marking exercise. Each identified non-compliance in the checklist shall be explained by the QMS along with the underlying control weaknesses and shall be evaluated and categorized as low/medium/high risk.   
3.2.3 Documentation
1. Planning of Quality Control Review, the nature, timing and extent of work performed, the conclusions reached, and observations that were not deemed significant to be included as a finding.
2. Filled-in Quality Control Review Program checklists and other necessary evidence that supports observations of the reviewer.
3. The Senior Quality Management Specialist should determine how long to retain documentation after completion of the Quality Control Review. The time should be long enough to allow the DAGP to maintain appropriate oversight of the Quality Control Review process.
3.2.4 Reporting Procedure
Efforts will be made to ensure that reports are balanced, taking into account the difficulties and constraints faced by the Field Audit Office carrying out the audit. They should deal only with significant matters and include recommendations for improvement, not simply the shortcomings in the performance of the FAOs.
1. The reviewer shall discuss all issues identified during the review in the ‘Exit Meeting’ with the Director General. 
2. After completion of the review, a review report shall be prepared in the format as prescribed in Annexure 10.
3. Report including the response of FAO, duly approved by DG concerned, shall be forwarded to the Senior Quality Management Specialist for review.
4. The Senior Quality Management Specialist shall review the appropriateness of the report, approve it and forward it to the concerned Deputy Auditor General. 
5. The AQMS shall maintain proper record of all FAOs in the form of the ‘Follow up Continuity Schedule’ (Annex 9) to ensure their compliance with quality controls. This profile shall be provided to Additional AGP.
6. An Annual Quality Control Review Report (Annexure 11), on the basis of outcomes of Quality Control Review program shall be prepared by Senior Quality Management Specialist. It shall document:
a. Issues identified during Quality Control Review.
b. Action plans agreed with and implemented by respective Deputy Auditor Generals.
c. Follow up of the corrective actions implemented so far.
d. Instances of good practices identified during the review. 
This would help to identify innovative ideas and good practices, which could have broader application across the DAGP. However, the purpose of the review is not to critique those specific audits. Rather, it is to determine what controls were intended to apply to those audits, how those controls were implemented, gaps in the controls that may need to be filled and other ways of improving the efficiency and/or effectiveness of the control system. 
[bookmark: _Toc263768495][bookmark: _Toc309290706]3.3 Quality Control Review of the End Product – The Audit Report
3.3.1 Objective
The final product, i.e., the audit report is to be signed by the head of the SAI. Therefore, there is a need to conduct a Quality Control Review of the end product to give assurance regarding its quality to the signing authority.

This framework provides for quality control review of the audit reports at respective DAGs level through a Quality Control Committee which shall review all Audit Reports from each FAO allocated to it for this purpose, not falling under its jurisdiction and shall award the grades based on grading checklist.

It is emphasized that the QCC meeting should not be considered as the forum for final correction of Audit Report. It is intended only to gain assurance that the audit report prepared by the FAO is reliable and correct in all respects.
.
[bookmark: _Toc309290707][bookmark: _Toc263768496][bookmark: _Toc266696164]3.4 Quality Control Committee 
3.4.1 Composition 
There shall be multiple Quality Control Committees. A typical QCC shall comprise:
1. Deputy Auditor General External to the Audit Wing whose report is being reviewed, as chairperson, known as DAG External.
2. Director Head Quarter of DAG External.
3. Any DG selected by DAG External from one of its subordinate FAOs.
4. Director General of the concerned Field Audit Office whose report is being reviewed, known as DG Internal.
5. Respective Quality Management Specialist of the concerned Field Audit Office whose report is being reviewed.
6. Senior Quality Management Specialist shall be the co-opted member of the QCC who shall participate in QCC meeting on invitation.
[bookmark: _Toc268086821]For example, the Deputy Auditor General (RRA), Lahore, shall be heading four QCCs 
Figure 2: Composition of QCC for the Audit Reports of CA&E Wing

Composition of QCC for various wings will be duly notified by the AP & SS Wing.

3.4.2 Procedure
1. The DG of the respective FAO shall present the audit report along with a certificate placed at (Annexure 13 and 14 ).
2. The QCC members shall conduct the Quality Control Review of all audit reports of Audit Wing allocated to it to for this purpose following the checklist placed at (Annexure 15 and 16 whichever is applicable).The QCC shall grade the audit reports presented by DGs for review by QCC as:
a. Grade A: 	Excellent – means overall excellent performance.
b. Grade B: 	Good – means overall satisfactory performance.
c. Grade C: 	Due diligence was not observed and further audit work is required to develop a presentable audit report.
3. Grade A will reflect extraordinary effort by the officers of the FAO calling for extra reward to recognize their efforts. Grade B will signify that the officers of the FAO have observed due diligence to produce presentable audit reports as per the DAGP standards. In case of Grade C, the audit report will be referred back to the FAO for further audit work. Deficiencies and their causes shall be identified in the same QCC meeting and corrective/preventive measures shall also be decided. This shall contribute to quality improvement in the respective FAOs operations.
4. The minutes of QCC meeting shall clearly indicate the improvements/corrections recommended in the audit reports by the QCC. 
5. The Graded Audit Report along with the grading checklist and the minutes of QCC meeting shall be submitted by the DAG to the Additional Auditor General concerned 
6. In case of C grade reports both the initial grade and the final grade (the grade after the report has been corrected and improved) shall be reported.

3.4.3 Timelines for QCC Meetings	
The QCC shall meet after the finalization of Audit reports. It is the responsibility of the respective DAG to ensure that audit reports are submitted early enough to allow reasonable time for its review at QCC. The QCC shall finalize its review such that at least two weeks time is available to Additional AGP for its further processing and getting it signed by the AGP  
3.4.4 Roles and Responsibilities of QCC members
	DAG-External

	· Plan the QCCs such that sufficient time is available to review each Audit Report.
· Grade the audit report as per grading checklist with the assistance of other members of QCC.

	DG 
	· Present the Audit Report before QCC on timely basis.

	QMS
	· Advise DAG as and when required in the light of the outcomes of the QCR of the Audit Cycle.

	Director Head Quarter and DG External
	· Assist DAG in discharging his/her responsibilities as chairperson of QCC.
· Ensure that all recommendations of QCC are duly incorporated in the audit report forwarded to Additional AGP.



[bookmark: _Toc266696165]
[bookmark: _Toc309290708][bookmark: _Toc263768497]3.5 Role of the Deputy Auditor General in Quality Control
QCR of Audit Process
1. The SQMS shall review the reports of the QMS on the compliance of the Quality Assurance Mechanism and shall forward it to the concerned DAG who shall take appropriate corrective and/or preventive measures. The DAG shall also attempt to resolve issues requiring policy decision or involvement of higher tiers of DAGP management.
 QCR of Audit Reports
The DAG shall:
2. Conduct Quality Control Review of all audit reports of the audit wing which is assigned to the QCC chaired by him/her.
3. Monitor implementation of corrective/preventive measures the FAO has agreed to implement and present graded reports to Additional AGP.
[bookmark: _Toc309290709]3.5.1 Nature of Quality Control Committees
The main challenge addressed by this framework is an arrangement for reliable and independent quality reviews of the audit process and all audit reports. The members of Quality Control committees are expected to meet highest standards of integrity. 
The QCC is an arrangement for an independent review of audit reports. It is headed  by the DAG who has not been the part of the audit assignment or any of its quality related reviews. Likewise DG – External, SQMS and QMS are also external.  The only member who has been involved in the audit assignment is the DG – Internal but his role is mainly to present his report and explain its findings to the QCC.
The QCC is the pivot of the Quality Control because under the QMF it has been charged to grade all the audit reports under its jurisdiction after a hundred percent review of each report.
[bookmark: _Toc309290710]3.6  Role of the Additional AGP in Quality Control
Additional AGP may constitute a committee to further review the selected Audit Reports submitted to him where he deems necessary.


4. [bookmark: _Toc309290711]Quality Improvement Mechanism
This section gives guidance on the third intervention of the quality management regime i.e. ‘Quality Improvement Mechanism’ which involves the designing and implementation of the corrective actions based on the outcome of the QAM and the QCM.
This mechanism is embedded in the QAM and the QCM in the form of reporting, to the relevant supervisory authority, the quality related issues identified as a result of the QAR by the Director of the FAO, the QCR by the QMS working for the respective DAG and during the course of the Quality Control Committee meetings.
This framework envisages quality improvement by implementing various quality directives issued by the respective authorities, e.g., DGs, DAGs, Policy Board, AAGP and AGP, within the quality assurance mechanism. This activity shall be reinforced through external review of compliance by the Audit Quality Management Wing through Follow-up Report. The process would be as follows:
1. Directives on quality related issues shall become part of quality controls in the FAO.
2. The Director(s) of the FAO shall gather evidence on compliance of these directives through documentation being generated under QAM and shall report to the DG the status of compliance under QAM reporting process.
3. Directives on quality related issues shall also become part of the QCR program of QMS for the next audit period’s review.
4. Instances of non-compliance of previously issued quality related directives and new quality related issues identified by the QMS during QCR shall be reported in the normal QCM reporting process.
This exercise shall ensure that lessons learnt with respect to quality enhancement during an audit cycle become a basis for improvement of the next audit cycle from the very start of the audit process. This methodology is also in line with the internationally recognized iterative quality improvement best practice of PDCA (Plan, Do, Check, Act).
 (
Quality Improvement
) (
Quality Control
) (
Quality Assurance
)                                                  [image: C:\Users\pfra\Pictures\PDCA.gif]
[bookmark: _Toc309290712]4.1 Audit Impact Analysis
Quality management does not end with the printing of audit report. To continue the chain of quality improvement the process also involves evaluating the responses of the end-users of the report like the Principle Accounting Officer or the Public Accounts Committee. Consequently, overall impact of audit shall be assessed after audit reports have been discussed in DAC or PAC on following parameters:
1. Percentage of proposed number of audit recommendations that has been accepted by DAC meetings held before the finalization of audit reports and PAC meetings on the audit reports.
2. Recoveries ordered on the instance of audit by DAC and PAC meetings.
3. Changes made in internal controls (i.e. rules, regulations, policies or procedures etc.) of the audit entity on the basis of audit recommendations.
4. Improvement in public financial management of the audit entity. One indicator of this improvement is falling trend of amounts under audit observations in subsequent years.
Audit policies for audit quality improvement shall also be guided by the results of this impact analysis.
[bookmark: _Toc309290713]4.2 Post PIFRA Arrangements
In post PIFRA scenario, PIFRA consultants shall be replaced by the officers of DAGP. Audit Quality Management Wing shall be led by a Deputy Auditor General for Quality Management who shall be assisted by Directors as Quality Management Specialists at each audit wing.
PIFRA consultants supporting Directors at FAOs will be replaced by PAAS officers in ACC.
[bookmark: _Toc309290714]4.3 Communication Strategy and Skill Development Plan 
The DGs and most of the Directors have been familiarized with this framework during recently conducted three workshops on the exposure draft of the QMF. It is planned that the AP&SS wing with the help of the ACC shall conduct country-wide hands on training sessions after the approval of QMF. Focus audience shall be Directors and Deputy Directors of the FAOs and ACC consultants. The training on QMF shall also be made part of the annual training plan of AATI and its sub-offices. These trainings shall help in understanding:
1. Difference between current practice and the changes being introduced through QMF.
2. Roles of DAGs, DGs, Directors and DDs in quality assurance mechanism.
3. Performea given in QMF to be filled by DDs and Directors.
4. How the work of the FAO and its reports shall be evaluated under quality control mechanism?
5. The role of AQMW and SQMS in quality control mechanism. 
6. Composition and working of QCC I and QCC II and report grading criteria.
[bookmark: _Toc309290715]4.4 Date of Issue and Effective Date
This framework was approved by the Auditor General of Pakistan on _____ 2011 and is applicable on all reviews falling due subsequent to this date.


[bookmark: _Toc309290716]5	Annexures
[bookmark: _Toc309290717]Annexure - 1:	ISSAI 40
Quality Control for SAIs 
Introduction 
The purpose of this document is to provide a framework for SAIs in relation to establishing and maintaining an appropriate system of quality control which covers all audits, assurance and other work performed by each SAI. This document is designed to help SAIs as they design a system of quality control which is appropriate to their mandate and circumstances and which responds to their risks to quality. 
A major challenge facing all SAIs is the consistent delivery of high quality audits, other assurance services and other work performed by SAIs. The quality of work performed by SAIs around the world is directly related to the reputation and credibility of each SAI, and ultimately their ability to fulfill their respective mandates within each jurisdiction. 
For a system of quality control to be effective, it needs to form a key part of each SAIs strategy, culture and policies and procedures as outlined in this guidance. In this way, quality is built into the performance of the work of each SAI and the production of the SAIs reports, rather than being seen as an additional process once each report is produced. 
This document forms an integral part of the other International Standards of Supreme Audit Institutions (ISSAIs) and the guidance within this ISSAI is intended to be used in conjunction with those standards. 
It is considered that each SAI is best equipped to decide how best to implement this framework in the context of its own structure, its risks and the tasks it performs, with the common goal of having an effective system of quality control covering all of its work. 
Scope of ISSAI 40 
ISSAI 40 is designed to interpret the key principles in IFACs International Standard on Quality Control, ISQC 1, in an SAI context. ISQC-1 includes some considerations specific to public sector audit organizations and while in many respects ISQC-1 is appropriate to SAIs, the key principles require some interpretation to enable them to be applied by SAIs. ISSAI 40 reflects the mandate of SAIs which is often wider than those of a professional audit and assurance firm, and provides material to assist SAIs in applying the key principles of ISQC-1 to the full range of their work, as appropriate to their mandate and circumstances. In addition to the policies and procedures suggested by ISQC-1, SAIs can also consider a range of other quality control measures that are relevant to the public sector environment. 
Whilst the general purpose and key principles of ISSAI 40 are consistent with ISQC-1, the requirements of this ISSAI are adapted to ensure relevance in the SAI context and are therefore not identical to the requirements of ISQC-1. If an SAI wishes to assert that it is compliant with ISQC-1, it will need to consider the requirements of ISQC-1 in addition to the guidance within ISSAI 40. 
Certain terms used in ISQC-1 need interpretation to be relevant to SAIs. These have been considered in the definitions section (refer to section 7 of this document). 
By recognizing and drawing on the key principles within ISQC-1, ISSAI 40 establishes an overall framework for quality control within SAIs. This framework is designed to apply to the system of quality control covering all the work carried out by SAIs, including financial audits, compliance audits and performance audits. 
ISSAI 40 is focused on the organizational aspects of audit quality operating across each SAI, and is designed to provide a framework which complements other INTOSAI guidance, including those developed in respect of quality control at an individual engagement level (e.g. an individual financial audit, compliance audit, performance audit or any other work carried out by an SAI).
Guidelines on quality control at an individual engagement level can be found in: 
· ISSAI 1000 – 2999 (Financial Audit Guidelines); 
[ISSAI 1220 and ISSAI 1620 provide guidance in respect of quality control for audits of financial statements]. 
· ISSAI 3000 – 3999 (Performance Audit Guidelines); 
[ISSAI 3100, section 2.5 provides guidance in respect of quality control for performance audits]. 
· ISSAI 4000 – 4999 (Compliance Audit Guidelines). 
[ISSAI 4100, section 5.2 and ISSAI 4200, section 5.2 provides guidance in respect of quality control for compliance audits]. 
Overview of ISQC-1 
ISQC-1 deals with a firm’s responsibilities in relation to its system of quality control for audits and reviews of financial statements and other assurance and related services engagements. 
ISQC-1 sets out that “the objective of the firm is to establish and maintain a system of quality control to provide it with reasonable assurance that: 
(a) The firm and its personnel comply with professional standards and applicable legal and regulatory requirements; and 
(b) Reports issued by the firm or engagement partners, are appropriate in the circumstances”. 
This framework is intended to fulfill the same purpose in relation to each SAIs mandate and circumstances. 

What is a system of quality control? 
This document uses the elements of the quality control framework outlined in ISQC-1 and considers the issues of particular relevance in the public sector audit environment affecting a SAIs system of quality control. ISQC-1 considers the elements to be: 
(a) Leadership responsibilities for quality within the firm. 
(b) Relevant ethical requirements. 
(c) Acceptance and continuance of client relationships and specific engagements. 
(d) Human resources. 
(e) Engagement performance. 
(f) Monitoring. 
In addition to the above elements, ISQC-1 notes the need to document the firm’s quality control policies and procedures and communicate them to the firm’s personnel. 
The elements of a quality control system contained in ISQC-1 are applicable to the range of tasks performed by SAIs (which may be wider than the ISQC-1 term „engagements) and therefore, the key principles within ISQC-1 should be considered by SAIs when designing their system of quality control that responds to each SAIs assessment of its risks to quality. 
As an overriding principle, each SAI should consider the risks to the quality of its auditing and other work and establish a system of quality control that is designed to adequately respond to these risks. The risks to quality will be dependent on the mandate and functions of each SAI and the conditions and environment under which it operates. Quality risks may concern the professional judgments and performance of procedures in the conduct of auditing and other work, as well as the communication of the results and the appropriate understanding of these by intended users. 
Structure of ISSAI 40 
Section 6 of ISSAI 40 has been presented in a common structure for each of the elements identified in ISQC-1 as follows: 
· the high level principle in ISQC-1; 
· the high level principle restated for the SAI context; 
· Further considerations for SAIs which are designed to provide SAIs with additional guidance to that contained in ISQC-1. 



Framework for a SAIs quality control system 
(a) Element 1: Leadership responsibilities for quality within the SAI 
ISQC-1 Key Principle: 
“The firm shall establish policies and procedures designed to promote an internal culture recognizing that quality is essential in performing engagements. Such policies and procedures shall require the firm’s Chief Executive Officer (or equivalent) or, if appropriate, the firm’s managing board of partners (or equivalent) to assume ultimate responsibility for the firm’s system of quality control”. 
Key principle in the SAI context 
An SAI should establish policies and procedures designed to promote an internal culture recognizing that quality is essential in performing all of its work. Such policies and procedures should be set by the head of the SAI, who retains overall responsibility for the system of quality control. 
Further considerations for SAIs 
· The head of the SAI may be an individual or a group depending on the mandate and circumstances of the SAI. 
· The head of the SAI should take overall responsibility for the quality of all work performed by the SAI. 
· The head of the SAI may delegate operational responsibility for the SAI‟s system of quality control to a person or persons with sufficient and appropriate experience and the authority to assume that responsibility. 
· SAIs should strive to achieve a culture that recognizes and rewards high quality work throughout the SAI. This requires the SAI to have the right “tone at the top”5 which emphasizes the importance of quality in all of the work of the SAI, including work which is contracted out. 
· The strategy of each SAI should recognize an overriding requirement for the SAI to achieve quality in all of its work so that political or economic considerations do not compromise the quality of work performed. 


(b) Element 2: Relevant ethical requirements 
ISQC- 1 Key Principle: 
“The firm shall establish policies and procedures designed to provide it with reasonable assurance that the firm and its personnel comply with relevant ethical requirements”. 
Key principle in the SAI context 
An SAI should establish policies and procedures designed to provide it with reasonable assurance that the SAI, including all personnel and all parties contracted to conduct work for the SAI, complies with the relevant ethical requirements. 
Further considerations for SAIs 
· The relevant ethical requirements will include matters set for the SAI and its employees by provisions contained in the legal framework governing the operations of the SAI. 
· SAIs ethical standards may include or draw on the INTOSAI code of ethics (ISSAI 30) and the IFAC ethical standards, as appropriate to its mandate and circumstances. 
· SAIs should ensure policies and procedures are in place which reinforce the fundamental principles of professional ethics as defined in ISSAI 30 of: 

· integrity; 
· independence, objectivity and impartiality; 
· professional secrecy; 
· competence; 
And, where relevant, the IFAC ethical standards. 

Such systems shall include policies and procedures designed to notify the head of the SAI in a timely manner of breaches of ethical requirements and enable the head of the SAI to take appropriate and timely action to resolve such matters. 
· SAIs should ensure appropriate policies and procedures are in place to maintain independence of the head of the SAI, all personnel and all parties contracted to conduct work for the SAI. 
(For more guidance on independence of SAIs, refer to ISSAI 10 Mexico Declaration on SAI Independence and ISSAI 11 Guidelines and Good Practices Related to SAI Independence). 
· SAIs should ensure policies and procedures are in place which reinforce the importance of rotating key audit personnel on tasks to mitigate the risk of familiarity with the organization being audited. SAIs may also consider other measures to promote compliance with the spirit of the requirements for auditor rotation contained in ISQC-1. 

(c) Element 3: Acceptance and continuance 
ISQC-1 Key Principle: 
“The firm shall establish policies and procedures for the acceptance and continuance of client relationships and specific engagements, designed to provide the firm with reasonable assurance that it will only undertake or continue relationships and engagements where the firm: 
(a) 	is competent to perform the engagement and has the capabilities, including time and resources, to do so; 
(b) 	Can comply with relevant ethical requirements; and 
(c) 	Has considered the integrity of the client and does not have information that would lead it to conclude that the client lacks integrity”. 
Key principle in the SAI context 
An SAI should establish policies and procedures designed to provide the SAI with reasonable assurance that it will only undertake audit tasks and other work where the SAI: 
(a) 	is competent to perform the audit task or other work and has the capabilities, including time and resources, to do so; 
(b) 	  can comply with relevant ethical requirements; and 
(c) 	has considered the integrity of the organization being audited and has considered how to treat the risk to quality which arises. 
The policies and procedures should reflect the range of work carried out by each SAI. SAIs broadly carry out work in three categories: 
· Tasks which are required of them by their mandate and statute and which they have no option but to carry out; 

· Tasks which they can choose to carry out; 

· Tasks which are required by their mandate, but where they have discretion as to the timing, scope or nature of each task. 

Further considerations for SAIs 
· For all audit tasks and other work undertaken, SAIs shall establish systems to consider the risks to quality which arise from undertaking the task. These will vary, depending on the type of task being considered. 
· SAIs normally operates within an environment where resources are limited. SAIs should consider their work programme and whether, at an organizational level they have the resources to deliver the range of tasks to the desired level of quality. To achieve this, SAIs should have a system to prioritise their tasks in a way that takes into account the need to maintain quality. Where resources are not sufficient and pose a risk to quality, the SAI should have procedures to ensure these are brought to the attention of the head of the SAI and, where appropriate, the legislature or budgetary authority. 
· SAIs should assess if a material risk to their independence exists. The SAI should consider whether independence can be established and maintained, and whether any potential conflicts of interest exist that could jeopardize its independence. Where such a conflict is identified, the SAI would need to determine and document how it plans to address this conflict. If there is a material risk in accepting the engagement, a formal review and approval process should be in place and be adequately documented. 
· Where engagements are discretionary, SAIs should consider procedures for acceptance and continuation. Where the SAI decides to perform the work, the SAI should ensure the risks involved are assessed and managed. 
· For work where SAIs do not have discretion to undertake the task, or due to their role intentionally undertake a task where the integrity of the audited organization is in doubt, the SAI should consider and address the risks arising from the capability of staff, the level of resources, ethical issues which may arise and any integrity issues which might arise in the audited organization. 
· SAIs should ensure that their risk management procedures are adequate to manage the risks of undertaking the work. The response to the risks could include carefully scoping the work to be performed, assigning more senior/experienced staff than would ordinarily be the case, and a more in-depth independent quality control review of the work. 
· SAIs should consider including in their reports disclosure of any specific matters that would ordinarily have lead the SAI to not accepting the engagement. 

(d) Element 4: Human resources 
ISQC-1 Key Principle: 
“The firm shall establish policies and procedures designed to provide it with reasonable assurance that it has sufficient personnel with the competence, capabilities and commitment to ethical principles necessary to: 
(a) perform engagements in accordance with professional standards and applicable legal and regulatory requirements; and
(b) enable the firm or engagement partners to issue reports that are appropriate in the circumstances”.
Key principle in the SAI context
An SAI should establish policies and procedures designed to provide it with reasonable assurance that it has sufficient resources (personnel and, where relevant, parties contracted to conduct work for the SAI) with the competence, capabilities and commitment to ethical principles necessary to: 
(a) 	perform its tasks in accordance with relevant standards and applicable and legal and regulatory requirements; and 
(b) 	enable the SAI to issue reports that are appropriate in the circumstances. 
Further considerations for SAIs 
· SAIs may draw on a number of different sources to ensure they have the necessary skills and expertise to carry out the range of their work, whether it is conducted in-house or contracted out. 

· SAIs should ensure that personnel and, where relevant, parties contracted to conduct work for the SAI (e.g. from chartered accounting or consulting firms), have the collective competencies required to undertake the range of work of the SAI. 

· SAIs should recognize that in certain circumstances personnel and, where relevant, parties contracted to conduct work for the SAI, may have personal obligations to comply with the requirements of professional bodies. 

· SAIs should ensure that Human Resources policies and procedures give appropriate emphasis to quality. Such policies and procedures related to human resource issues are: 

· recruitment (and the qualifications of recruited staff); 
· performance evaluation; 
· professional development; 
· capabilities (including sufficient time to perform assignments to the required quality Standard); 
· competence (including technical competence); 
· career development; 
· promotion; 
· compensation; and 
· the estimation of personnel needs. 

· SAIs should make a commitment to promoting learning and training for all staff to encourage their professional development and to help ensure that staff is trained in current developments in the profession. 
· SAIs should ensure that staff and all parties contracted to conduct work for the SAI have a good understanding of the public sector environment in which the SAI operates (e.g. a good understanding of the machinery of Government and the legislative framework within which public sector entities operate) and the work they are required to carry out. 
· SAIs should ensure that performance objectives and appraisals of staff and all parties contracted to conduct work for the SAI reflect that quality is a key driver of performance assessment. 

(e) Element 5: Engagement performance 
ISQC-1 Key Principle: 
“The firm shall establish policies and procedures designed to provide it with reasonable assurance that engagements are performed in accordance with professional standards and applicable legal and regulatory requirements, and that the firm or the engagement partner issue reports that are appropriate in the circumstances. Such policies and procedures shall include: 
a) 	matters relevant to promoting consistency in the quality of engagement performance; 
b) 	supervision responsibilities; and 
c) 	review responsibilities”. 


Key principle in the SAI context 
An SAI should establish policies and procedures designed to provide it with reasonable assurance that its tasks are performed in accordance with relevant standards and applicable legal and regulatory requirements, and that the SAI issues reports that are appropriate in the circumstances. Such policies and procedures should include: 
a) 	matters relevant to promoting consistency in the quality of the work performed; 
b) 	supervision responsibilities; 
c) 	review responsibilities. 
Further considerations for SAIs 
· SAIs should ensure appropriate policies and procedures (e.g. audit methodologies) are in place for conducting the range of work that is the responsibility of the SAI, including work which is contracted out. 

· SAIs should establish policies and procedures that will encourage actions leading to high quality and discourage or prevent actions that might impair quality. This includes creating an environment that is stimulating and that furthers quality improvements. All work performed should be subject to review as a means to contributing to quality and also to promote learning and staff development. 

· SAIs should ensure that applicable standards are followed in all work performed, and that any deviations are appropriately documented. 

· SAIs should ensure appropriate quality control policies and procedures are in place (e.g. engagement quality control reviews) in respect of each major product of the SAI/type of engagement (including for example financial audits, performance audits, compliance audits). 

· SAIs should ensure that procedures for authorizing the issuing of reports are in place. The tasks of SAIs may include tasks which, due to their high level of complexity and importance, are subject to intensive quality control before a report is issued. 

· SAIs should ensure that where they are subject to specific procedures relating to rules of evidence (for example, SAIs with a judicial role), that such procedures are consistently followed. 

· SAIs should aim for timely completion of audit tasks and all other work, recognizing that the value obtained by stakeholders from the work of SAIs diminishes if the work is not timely. 
· SAIs should ensure timely documentation of all work performed (e.g. audit work papers) following completion of each engagement. 

· SAIs should ensure that all engagement documentation (e.g. audit work papers) is the property of the SAI, irrespective of whether the engagement has been conducted in house by SAI personnel or contracted out. 

· SAIs should ensure appropriate principles of natural justice10 are followed in respect of finalizing report findings to ensure those parties affected by the SAI‟s reports have an opportunity to comment prior to the report being finalized. 

· SAIs should ensure that in addition to any retention period for documentation outlined in professional standards and guidelines, that they meet any other specific requirements of them to retain documentation for longer periods. 

· SAIs should balance the confidentiality of documentation with the need for transparency and accountability. As a general principle, when the audited entity has a statutory obligation to gather and retain certain information, requests from outside parties for such information are normally referred to the audited entity to ensure appropriate principles of natural justice are followed. 

(f) Element 6: Monitoring 
ISQC-1 Key Principle: 
“The firm shall establish a monitoring process designed to provide it with reasonable assurance that the policies and procedures relating to the system of quality control are relevant, adequate and operating effectively This process shall: 
(a) 	include an ongoing consideration and evaluation of the firm’s system of quality control including, on a cyclical basis, inspection of at least one completed engagement for each engagement partner; 
(b) 	require responsibility for the monitoring process to be assigned to a partner or partners or other persons with sufficient and appropriate experience and authority in the firm to assume that responsibility; and 
(c) 	require that those performing the engagement or the engagement quality control review are not involved in inspecting the engagements”. 
Key principle in the SAI context 
An SAI should establish a monitoring process designed to provide it with reasonable assurance that the policies and procedures relating to the system of quality control are relevant, adequate and operating effectively. The monitoring process should: 
(a) 	include an ongoing consideration and evaluation of the SAI’s system of quality control, including review of a sample of completed tasks across the range of work performed by the SAI; 
(b) 	require responsibility for the monitoring process to be assigned to an individual or individuals with sufficient and appropriate experience and authority in the SAI to assume that responsibility; 
(c) 	require that those performing the review have not taken part in the task or any quality control review of the task. 
Further considerations for SAIs 
· For the quality control system implemented by an SAI, the SAI should ensure that monitoring is carried out across the range of controls at both the overall SAI and engagement levels (using personnel not involved in these engagements). 
· SAIs should seek confirmation that where work is contracted out (e.g. to chartered accounting or consulting firms) that those firms have effective systems of quality control in place. 
· SAIs should ensure the results of quality control reviews are reported to the head of the SAI in a timely manner and that appropriate action is taken. 
· Where appropriate, SAIs should consider engaging another SAI to conduct an independent review of the overall system of quality control. 
· Monitoring for SAIs may additionally include, but not be limited to: 
· independent academic review; 
· stakeholder surveys; 
· peer review; 
· follow-up reviews of recommendations; 
· citizen review; 
· feedback from audited organizations. 
· SAIs need to consider if there are any legislative or other requirements to make monitoring reports public or to respond to public complaints or allegations related to e work performed by the SAI. 
Definitions 
If an SAI wishes to assert that it is compliant with ISQC-1, it will need to consider the full requirements of ISQC-1. For the purpose of such assertions, the following terms used in ISQC-1 may be understood as follows: 
Firm	The term „firm‟ refers to the SAI as a whole. Where the head of the SAI appoints an employee, a chartered accountant or auditing partnership, or other suitably qualified person to perform audits or other engagements, the „firm‟ refers to the combination of the Head of the SAI, the person appointed to perform the work and, if applicable, the firm of which the person appointed is a partner, member or employee. 
Engagement	The term „engagement‟ refers to the tasks performed in exercising of the functions of the SAI (for example, a financial audit under the relevant jurisdiction of each SAI). 
Engagement 	The term „engagement partner‟ refers to the employee, chartered accountant 
Partner	or other suitably qualified person that leads the team, to perform audits or other engagements (such as financial audits) on behalf of the SAI. 

Client	The term „client refers to the public entity or entities subject to audit by the SAI (i.e. the audited organization). 
The guidance provided throughout this ISSAI is consistent with these definitions
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[bookmark: _Toc309290718][bookmark: _Toc263768503]Annexure -2:	Performae for Summary Information for Director of FAO	
Annexure -2a:		Permanent File: Significant Changes from Previous Years
Audit Assignment_______________	Review Period______________________
Prepared by D.Dir 	               .	Date__________________
Reviewed by Dir ___________
This report is to be prepared at the end of planning phase to update Director regarding significant changes in the permanent file and how the Deputy Director has responded to these changes. 
	Sr. No.
	Permanent file ref # 
	Description of change.
	Impact of changes on Planning/Execution of Audit if any.

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	



Annexure-2b: 	Planning File: Significant Changes in Planning Decisions, Planned Audit Focuses and Audit Steps from Previous Years. 
Audit Assignment_______________			Review Period______________________
Prepared by D.Dir 	               .	Date__________________
Reviewed by Dir ___________
This report is to be prepared at the end of planning phase to update Director regarding significant changes in the planning decisions, planned audit focuses and audit steps from previous years and how the Deputy Director has responded to these changes. 
	Sr. No.
	Planning file ref # 
	Description of change.
	Impact of changes on Planning/Execution of Audit if any.

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	





Annexure-2c:	Execution File:	Significant Issues Identified during Execution. 
Audit Assignment_______________			Review Period______________________
Prepared by D.Dir 	               .	Date__________________
Reviewed by Dir ___________
This report is to be prepared within one week of the completion audit execution phase for each audit entity to update Director regarding significant reportable issues identified during the execution of audit with respect to planned audit focuses. 
	Sr. No.
	Reference to planned audit focus 
	Description of Significant issues

	1.
	Procurement
(Planning File ref.)
	Three observations amounting to RS. 150 million were made for not following open tender process. (Execution file /AIR reference)

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	


[bookmark: _Toc309290719]Annexure -3:	Performae for Quality Assurance Review Reports Pertaining to Audit Planning 
Annexure -3a		Report for Quality Assurance Review of Audit Planning 		
Name of FAO	               	Review Period______________________
Prepared by Dir 	               .	Date__________________
This report is to be prepared at the end of planning phase. The purpose is to ensure that Permanent Files and Planning Files are timely prepared/updated for planned audit assignments. This report shall warn the top management to take corrective actions before the commencement of the audit execution.
	Names of Entity (PAO wise)
	Formations
	Permanent Files
	Planning Files

	
	
	
	Compliance Audit
	Performance Audit (PSR)
	Certification Audit

	
	Total
No.
	Planned for Audit
No.
	Prepared/Updated
(Y/N)
	If not Reasons
	Prepared/Updated
(Y/N)
	If not Reasons
	Prepared/Updated
(Y/N)
	If not Reasons
	Prepared/Updated
(Y/N)
	If not Reasons

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	





Annexure-3b		Exception Report on Quality Assurance Review of Permanent File and Planning File  

Name of the Audit assignment____________________________
Name of the Deputy Director_____________________________
Prepared on____________      Prepared by Dir  _____________________		Forwarded ____________________
This report is prepared to point out non-compliance of quality controls on Permanent Files and Planning Files given in Sectoral Guidelines. This is to be prepared for each planned audit assignment at the end of the Planning Phase. Corrections are to be made before start of the Execution Phase. This report shall warn the top management to take corrective actions before the commencement of the audit execution.
	No.
	W/P ref no.
	Non compliances identified

	Permanent File

	
	
	

	
	
	

	
	
	

	Planning File
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[bookmark: _Toc263354885][bookmark: _Toc309290720][bookmark: _Toc263768498] Annexure - 4:	Performae for Quality Assurance Review Reports Pertaining to Execution and Report Finalization 
Annexure - 4a		Exception Report for Monitoring Timeliness of Execution of Audit Plan 		
Name of FAO	               	Review Period__________________________________
Prepared by Dir              .	Date__________________
This report is to be prepared thrice during ‘Execution Phase’ dividing the phase into three equal periods reporting only the delays. The purpose is to ensure that the formations are being audited and the AIRs are being issued on timely basis as projected in the audit plans. Since this is an exception report, it shall be assumed that all other formations’ audits have been conducted as per the plans and the AIRs have been issued within the specified time.
	Name of PAO
	Name of Formation
	Planned Date for Completion of Audit
	Actual Date for Completion of Audit
	Reasons for Delay
	AIR Due Date[footnoteRef:3] [3:  Due date of submission for AIR shall be given by DAG FAO.] 

	AIR  Issue Date
	Reasons for Delay

	
	
	
	
	
	
	
	


Annexure – 4b	 Exception Report on Quality Assurance Review of Execution File and Reporting File  

Name of the Audit assignment____________________________
Name of the Deputy Director_____________________________
Prepared on____________________			Prepared by Dir _____________________		Forwarded on______________________
This report is prepared to point non-compliance of quality controls on Execution file and Reporting File. This is to be prepared for each planned audit assignment at the end of Execution Phase. Corrections are to be made before finalization of report.
	No.
	W/P ref no.
	Non compliances identified

	Execution File

	
	
	

	
	
	

	
	
	

	Reporting File (in case of Certification Audit)

	
	
	

	
	
	

	
	
	



43

Annexure - 4c 	Exception Report on Post Audit Quality Assurance Review Checklist

Name of the Audit assignment____________________________
Name of the Deputy Director_____________________________
Prepared on_______			Prepared by_____________			Forwarded on______________________
While filling “Post-Audit Quality Assurance Checklist” as prescribed in Working Paper file, following non-compliances were identified;
	No.
	W/P ref no.
	Non compliances identified

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	





[bookmark: _Toc309290721]Annexure - 5:	Performae for Quality Assurance Review Reports for DAG
Annexure -5a	Exception Report for Quality Assurance Review of Audit Planning 
Name of FAO	               	Review Period______________________
Prepared by DG 	               .	Date__________________
This report is to be prepared at the end of planning phase. The purpose is to update concerned DAG exceptions identified during Quality Assurance Review of the Planning phase. This report shall warn the top management to take corrective actions before the commencement of the audit execution.
1. Permanent files of following audit entities were not updated by the end of the planning stage.
	Names of Entity (PAO wise)
	Reasons
	Corrective/preventive measures  taken by FAO

	
	
	

	
	
	

	
	
	


2. Planning files of following audit entities were not updated by the end of the planning stage.
	Names of Entity (PAO wise)
	Name of Audit Assignment
	Reasons
	Corrective/preventive measures  taken by FAO

	
	
	
	


3. Significant Non-Compliances of Quality Controls Pertaining to Permanent Files and Planning Files.
	No.
	Name of Audit Assignment
	Description of non compliance 
	Corrective/preventive measures  taken by FAO

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	





Annexure - 5b	Exception Report for Quality Assurance Review of Audit Execution and Reporting
Name of FAO	               	Review Period______________________	
Prepared by DG 	               .	Date__________________
This report is to be prepared at the end of execution phase. The purpose is to update concerned DAG, exceptions identified during Quality Assurance Review of the Planning phase. 
Following Audits were not completed by the timelines given audit plan.
	Name of PAO
	Type of Audit Assignment
	Name of Formation
	Audit was delayed by (number of days)
	Reasons for Delay
	Corrective/preventive measures  taken by FAO

	
	
	
	
	
	


1. Significant Non-compliances of quality controls pertaining to Execution Files and Reporting Files.
	No.
	Name of Audit Assignment
	Description of non compliance 
	Corrective/preventive measures  taken by FAO
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[bookmark: _Toc309290722]Annexure - 6:	Quality Control Review of Audit Cycle

AUDITOR-GENERAL OF PAKISTAN
Quality Assurance Wing
Name of Audit Entity:___________________________
Audit Period:__________________________________
Review Period:_________________________________
This program is for use during Quality Control review of complete audit cycle. Documentation pertaining to Permanent and Planning files may be checked after finalization of the planning phase. 
This is a standard Audit Quality Control Review Program providing guidance to the Quality Management Specialist. it can be customized according to the specific circumstances of a particular Field Audit Office.
The review should be conducted through interviews with audit team members and the examination of working paper files. Interviews with entity officials may also be appropriate. 
The audit work should be compared to the relevant sections of the Financial Audit Manual, Working paper kit and Sectoral Guidelines,.
This checklist has been drafted with a financial audit in mind. It is, however, likely that it shall only require a minimum amount of tailoring before it can be used on other types of audits. The individual performing the review should tailor the checklist to the particular audit type and to particular issues that might relate to the audit under review.
As with any examination, the reviewer needs to have a good understanding of the entity being audited and the key audit issues before commencing the review. 
1. The reviewer shall  start acquiring this understanding by meeting with the Director Quality Assurance of the concerned Field Audit Office, and by examining the;
· The documentation maintained by Director as prescribed in the Quality Management System Framework,
· Audit Planning memorandum, 
· Audit Planning, Audit Completion and Post audit quality assurance checklists prepared, reviewed and approved in accordance with the Sectoral Guidelines.
2. On the basis of the aforementioned assessment, select a sample of audits (at least one audit per Deputy Director) and check compliance with and effectiveness of the quality control system prescribed in the Sectoral Guidelines.
3. Summarize all the issues identified in the, “Summary of Review Observations” categorize issues, get the management responses. 
4. Summarize all medium and high risk observations in Summary Review memorandum and forward it to Senior Quality Management Specialist for review along with the draft review report,
5. Prepare follow up continuity schedule to follow the implementation of corrective actions 
The Quality Management Specialist should sign the Audit Permanent file Checklist as an evidence of their review. However, for an independent and objective review of the checklist, it shall be evaluated by the concerned “Quality Management Specialist”
Note the instances of non-compliances in the “Summary of Review Observations” and Summary Review Memorandum placed at Annexure 5 and 6 respectively

	Description
	Yes/No/ N/A
	Audit W/P 
Ref.
	Review file Ref.

	Role of Director
1. Make sure that following documents are prepared and maintained by Director, 
a) Summary information put up by the Deputy Director / Section In-charge regarding each audit file, as prescribed in Quality Management Framework.
b) Post audit Quality Assurance Checklist filled in by Director and approved by DG pertaining to all audit assignment.
c) Copy of audit planning checklist and Audit completion checklist (Sectoral Guidelines) duly filled, reviewed and approved by competent authority.
d) Quality Assurance Review reports as prescribed in Quality Management Framework. 
e) Director must initial working paper files (Certification / Compliance with authority audit) reviewed by him as evidence of his review.
And comment on their completeness, quality and adequacy.
	
	
	

	Permanent file
Checking Compliance with Quality Controls
2. Check compliance with the Quality Controls pertaining to the Permanent file as described in Sectoral Guidelines.

	
	
	

	Checking effectiveness of Quality Controls
3. Review the permanent file to ensure the accuracy of the changes documented by Dy. Director in ‘2’.

	
	
	

	4. Review Permanent file index and make sure that it is properly filled-in and all required information is available in it.	
	
	
	

	5. Review Permanent file  update control sheet and ensure the permanent file is updated to incorporate the current year changes with respect to;
a) The changes in the entity’s business and the implications thereof on audit.
b) Significant Financial Statement Components. 
c) Entity’s internal control systems.
	
	
	

	6. [bookmark: _Toc527342050][bookmark: _Toc529758169]Whether followings are adequately documented in the permanent file;
a) The entity’s strategic plans?
b) The users of the entity’s services?
c) The legislative authorities affecting the entity’s operations?
d) Inter-government relationships affecting the entity?
e) Organizational structure (use of departments, agencies, divisions, operating locations, etc.)?
f) Operating and Accounting systems of the auditee?
g) All the Strategic business risks of the entity are identified and discussed in the Permanent file.
h) On the basis of the strategic business risks areas to be audited are identified.
i) Nature of the entity’s activities?
j) The types of transactions and documents that the entity has?
k) The accounting systems in place.
	
	
	

	Planning file
Checking Compliance with Quality Controls
7. Check compliance with the Quality Controls pertaining to the Planning file described in Sectoral Guidelines.
	
	
	

	8. Check that while preparation of current year planning file:
a) Previous audit report is reviewed for the significant recurring observations and their status in current year (resolved / unresolved). 
b) Previous planning file is reviewed for the changes made during execution of audit. 
	
	
	

	Checking effectiveness of the Quality Controls
9. Review; 
a. planning checklist filled in by the Deputy Director and,
b. Internal QA checklist filled in by the Director as prescribed in the Sectoral Guidelines,
 and check their accuracy with the planning file.
	
	
	

	Performing the audit
Checking Compliance with Quality Controls
10. Check compliance with the Quality Controls pertaining to the Execution phase of audit as described in Sectoral Guidelines.

	
	
	

	Checking effectiveness of Quality Controls
11. Check effectiveness of the Quality Controls pertaining to the Execution phase of audit as described in Sectoral Guidelines.

	
	
	

	12. Review the audit completion checklist and check its accuracy with the execution file.
	
	
	

	Evaluation and Reporting
Checking Compliance with Quality Controls
13. Check compliance with the Quality Controls pertaining to the Evaluation and Reporting phase of audit as described in Sectoral Guidelines.

	
	
	

	Checking effectiveness of Quality Controls
14. Check effectiveness of Quality Controls pertaining to the Evaluation and Reporting phase.

	
	
	

	Post Audit Quality Assurance Review
Checking Compliance with Quality Controls
15. Check compliance with the Quality Controls pertaining to the Post Audit Quality Assurance with in FAO.

	
	
	

	16. Assess the involvement of Directive QA through documentation mentioned in ‘2’ and comment on it. 
	
	
	

	17. Give assurance to what extent involvement of Director was effective.
	
	
	



Name of Quality Management Specialist______________________
Date ____________________
[bookmark: _Toc263768505]
[bookmark: _Toc309290723]Annexure - 7:	Summary of Quality Control Review Observations
Name of FAO	               
Name of the Reviewer	               .
To be filled-in by the Quality Management Specialist
	QCR  ref no.
	Nature of weakness
	Relevance
H/M/L
	FAO’s  Management response
	Further action required by FAO

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	



[bookmark: _Toc263768507][bookmark: _Toc309290724]Annexure - 8:	Summary Review Memorandum.
Highlighting only medium and high risk observations
Name of FAO	____________________________ 
Name of the Reviewer	_____________________________
	QAP ref no.
	Nature of weakness
	Agreed by the FAO management
	Implication
	Follow up action plan/ Recommendation

	
	
	Y/N
	Planning
	Execution
	Reporting
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	


[bookmark: _Toc263687862][bookmark: _Toc263768508]


[bookmark: _Toc309290725]Annexure - 9:	Follow-up Continuity Schedule
Name of FAO	________________________________________
Name of the Reviewer _______________________________________
	
	Previous period observations
	Action plan agreed by the management
	Progress so far.
	Period of proposed correction
	Future years follow up planned.

	QCR report ref.
	Nature of weakness
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	



[bookmark: _Toc263768500][bookmark: _Toc309290726]Annexure - 10:	   Report on Quality Control Review of Audit Cycle

1. Executive Summary of report.
a. List the issues identified.
b. Categorize the issues as high, medium or low risk. (Annexure 7 and 8)
2. The context
a. Background and description of;
i. Field Audit Office
ii. Auditee i.e. subject matter to which the audit report relates.
3. Types of audit assignments subjected to QCR.
4. What was done?
a. QCR objective. 
b. Scope and Methodology.
5. Findings of post audit quality assurance review of the Director.
6. What was found by QMS during QCR? (Annexure 7 and 8)
a. Findings and observations
b. Implication
c. Management comments
d. Evaluation of Management’s Response. 
7. Previous QCR reports’ follow up (Annexure 9)
a. Observation
b. Management response
c. Follow up
COMMENTS ON THIS REPORT 
In order to help us improve the quality of our review or the audit of FAO, if you wish to comment on the quality or usefulness of this report, please send your comments to ______ Quality Management Specialist, a _______. 
[bookmark: _Toc309290727][bookmark: _Toc263768501]
Annexure - 11:	   Annual Report on Quality Control Review  

1. Executive Summary of report.
a. List the issues identified.
b. Categorize the issues as high, medium or low risk.

2. What was done?
a. Quality Control review objective 
b. Scope and Methodology.
3. Number and name of FAOs and audit assignments were reviewed?
4. What was found?
a. Best practices 
b. Areas that need improvement
c. Corrective measures taken so far and planned.
d. Evaluation of the corrective measures.
5. Previous reports follow up
a. Areas that need improvement
b. Follow up of the corrective measures planned.
COMMENTS ON THIS REPORT 
In order to help us improve the quality of our review or the audit of FIELD AUDIT OFFICE, if you wish to comment on the quality or usefulness of this report, please send your comments to ______ Quality Management Specialist, at ___________
[bookmark: _Toc263768502][bookmark: _Toc309290728]Annexure - 12:	    Key tasks and Responsibilities of Audit Quality Management Wing.
	No
	TASKS
	QMS
	SQMS
	Respective DAG
	QCC

	1.
	Quality Control Review Procedures.
	P
	A
	
	

	2
	Summary of Review Observations
	P
	
	
	

	3
	Summary Review Memorandum highlighting only medium and high risk review observations.	
	P
	D-A
	
	

	4
	Performing a periodic review of the QCR policies, procedures and processes to ensure that QCR activity remains up-to-date and is in line with the relevant standards and guidelines adopted by DAGP.
	P
	A
	
	

	5
	QCR report after completing review of permanent and planning files of FAO.
	P
	R
	D
	

	6
	QCR report after completing review of execution and reporting files of FAO.
	P
	R
	D
	

	7
	Quality Control review report of all audit reports.
	P
	R
	
	D

	8
	Follow up Continuity Schedule
	P
	R
	
	

	9
	Follow up report
	P
	A
	
	

	10
	Annual QCR report highlighting the performance of AQM wing, best practices, issues pertaining to audit quality identified during the year, corrective actions taken by respective DAGs and follow up of these actions. 
	
	P
	
	

	11
	Device policies based on the outcomes of the Quality Control Review Report and forward its recommendations to Policy Board.
	
	P
	P
	P



P=Prepare, R=Review,  D=Discuss,  A=Approve


[bookmark: _Toc309290729][bookmark: _Toc263768499]Annexure - 13:	Certificate by DG accompanied with the Audit Report submitted 			to QCC (Financial Attest Audit)
AUDITOR-GENERAL OF PAKISTAN
Name of Audit Report:__________________________________
Audit Period:_________________________________________
Review Period:________________________________________
I hereby confirm that I have personally read the final draft of this [give the title and year] Audit Report and to the best of my knowledge the report is in conformity the DAGP standards. In particular; 
1. The audit opinion is consistent with overall error evaluation.
2. The entity officials are in agreement with the findings, conclusions and recommendations contained in the report. If not the underlying reasons are clearly documented.
3. All the information including background description in the report is supported by proper evidence.
4. All significant issues, exceptions, or notes raised during the audit not included in the audit report been followed up and resolved and their resolution has been properly documented and filed in the working paper files duly signed by the competent authority. 
5. Relevant Working paper files are prepared in accordance with provisions of FAM
I understand that any deviation from aforementioned assertions would be reflected in my PER.



Name of FAO

Name of DG

Date




[bookmark: _Toc309290730]Annexure - 14:	Certificate by DG accompanied with the Audit Report submitted 			to QCC (Compliance and Project Audit reports.)
[bookmark: _Toc308099511](to be sent with all Audit Reports submitted to QCC)
I hereby confirm that I have personally read the final draft of this [give the title and year] Audit Report and to the best of my knowledge  the report is in conformity the DAGP standards. In particular; 
1. Report is prepared in conformity with the prescribed reporting template
2. All the information including background description, tables and statistics in the report are supported by proper evidence.
3. Proper proof reading of the audit report has been carried out.
4. The audit report addresses all and only significant issues identified during field audit activity.
5. All significant issues identified during the audit, but not included in the audit report, have been followed up and resolved. Proper documentation of all resolved issues has been maintained
6. Relevant Working paper files are prepared in accordance with provisions of DAGP Standards.

I understand that any deviation from aforementioned assertions would be reflected in my PER.



Name of FAO

Name of DG

Date


[bookmark: _Toc309290731]Annexure - 15:	   QCR of the Audit Report (Financial Attest Audit).

AUDITOR-GENERAL OF PAKISTAN
Name of Audit Assignment:__________________________________
Audit Period:_________________________________________
Review Period:________________________________________
This program is to be used for QCR of the Financial Attest Audit Reports. 
This review should be conducted through Reporting File and the Audit Report. 
	Description
	Yes/No/ N/A
	Audit W/P 
Ref.
	Review file Ref.
	Max. Marks assigned 
	Marks obtained

	1. Is the audit opinion consistent with overall error evaluation? i.e. it is consistent with;
	
	
	
	__
	

	a) Internal Control Weaknesses impact analysis,
	
	
	
	__
	

	b) Evaluation of analytical procedures,
	
	
	
	__
	

	c) Evaluation of Internal Control deviations - Evaluation of sample results,
	
	
	
	__
	

	d) Evaluation of Substantive tests- Projectable errors for sample,
	
	
	
	__
	

	e) Evaluation of Substantive tests – Non-Projectable errors for sample,
	
	
	
	__
	

	f) Substantive tests evaluation - summary,
	
	
	
	__
	

	g) Achieved level of assurance,
	
	
	
	__
	

	h) Errors in each component,
	
	
	
	__
	

	i) Overall errors in Financial Statements,
	
	
	
	__
	

	[bookmark: _Ref25414160]Does the audit opinion contain reservations for all applicable matters?

	Scope limitation 
	
	
	
	__
	

	When the auditor:
· was unable to perform specific tests and procedures and obtain certain audit evidence; and, as a result,
· was unable to determine whether or not there has been a departure from the government’s accounting principles that materially affects the financial statements. 
A scope limitation had occurred,
	
	
	
	__
	

	· If this scope limitation or uncertainty was so fundamental, pervasive or significant that a qualified opinion was not adequate, a disclaimer was given. 
	
	
	
	__
	

	· The wording of the disclaimer makes it clear that an opinion cannot be given.
	
	
	
	__
	

	· The scope paragraph is amended accordingly to incorporate the scope limitation.
	
	
	
	__
	

	· A reservation paragraph should be inserted between the scope paragraph and the opinion paragraph. 
	
	
	
	__
	

	· The reservation paragraph should clearly and concisely describe the reason for the disclaimer.

	
	
	
	__
	

	· If the matter was not that much pervasive and fundamental, the auditor report contains a reservation paragraph between scope paragraph and opinion paragraph,
	
	
	
	__
	

	· If yes, than the matter is explained clearly and concisely and
	
	
	
	__
	

	· The opinion and scope paragraph is amended accordingly. 
	
	
	
	__
	

	· In the case of an audit involving more than one Ministry, identify the specific Ministry (or Ministries) in which the scope limitation has occurred.
	
	
	
	__
	

	Departure from Government’s Accounting Principles
	
	
	
	NA
	

	Adverse Opinion
· If the effect of Departure from Government’s accounting principles is fundamental and pervasive, then an adverse opinion was given
	
	
	
	__
	

	Qualified Opinion
· If the matter was not that much pervasive and fundamental, the audit report contains qualification paragraph between scope paragraph and opinion paragraph,
	
	
	
	__
	

	· If yes, than the matter is explained clearly and concisely,
	
	
	
	__
	

	· Its financial effect is quantified and
	
	
	
	__
	

	· The opinion paragraph is amended accordingly.
	
	
	
	__
	

	· In the case of an audit involving more than one Ministry, identify the specific Ministry (or Ministries) in which the monetary errors or compliance with authority violations occurred.
	
	
	
	__
	

	Total
(Marks cannot be allocated to individual items. Marks will be given only for correct opinion)
	
	
	
	65

	

	1. Do the working papers contain signed copy of the financial statements duly cross-referred with the work papers?
	
	
	
	3
	

	2. The form and content of reports are in accordance with established procedures and formats approved by competent authority.
	
	
	
	8
	

	3. Terminology used in report can be easily understood by persons to whom report is presented and technical terms are fully explained.
	
	
	
	3
	

	4. All audit findings have been evaluated in terms of materiality, errors and other irregularities. 
	
	
	
	10
	

	5. Were entity officials generally in agreement with the findings, conclusions and recommendations contained in the report? If not, were the underlying reasons clearly documented?
	
	
	
	8
	

	6. Was there any information (including background description) in the report that was not supported by evidence on file?
	
	
	
	3
	

	Total
	
	
	
	35
	


	

QCC  Name:
	

Date of QCC Meeting:

	Audit Report:
	Audit Year:

	
Names of members who attended the meeting:

	Sr. No.
	Designation
	
	Name
	Attendance
(Signatures)

	1.
	Deputy Auditor General
	Chairman QCC 
	
	

	2.
	Quality Management Specialist 
	Member
	
	

	3.





4..
	Director General (Presenting the Audit Report)
Director    General (External)
	Member





Member
	
	

	5

6.
	Director
Head Quarter.
SQMS

	Member

Co-opted Member
	
	



Conclusion:



[bookmark: _Toc309290732]Annexure - 16:	QCR of the Audit Report – (Compliance and Performance 				Audits)
AUDITOR-GENERAL OF PAKISTAN
Name of Audit Entity:__________________________________
Audit Period:_________________________________________
Review Period:________________________________________
This program is to be used for QCR of the Compliance and Performance Audit Reports. 
The review should be conducted by reviewing the Audit Report and related working paper files. 
1. Whether the report is prepared in the prescribed format?
	Sr. no.
	Description
	Yes/No/ N/A
	Review file Ref.
	Maximum Marks allocated
	Marks obtained.

	1
	List of Acronyms is given.
Preface
Executive summary,
Audit Objectives, Scope and Methodology is defined.
	
	
	5
	

	2
	Summary tables and charts;
	
	
	10
	

	
	· Audit work statistics,
	
	
	
	

	
	· Audit observations classified by categories,
	
	
	
	

	
	· Outcome statistics,
	
	
	
	

	
	· Irregularities pointed out
	
	
	
	

	
	· Cost benefit
	
	
	
	

	3
	· Audit observations are arranged Ministry/Department wise and within a Ministry observations are classified under the headings as prescribed in the template.
	
	
	2
	

	4
	Each audit para follows the sequence as prescribed in the template based on Criteria, Condition, Cause, Effect and Recommendation (CCCER) i.e. it contains;
	
	
	10
	

	
	· Criteria,
· Observation,
	
	
	
	

	
	· Cause/reasons,
	
	
	
	

	
	· Implication,
	
	
	
	

	
	· Management reply,
	
	
	
	

	
	· DAC’s recommendations,
	
	
	
	

	
	· Audit comments.
	
	
	
	

	5
	Sequence of paras is in terms of their importance,
	
	
	3
	

	
	Total 
	
	
	30
	



2. Other Consideration as per Chapter 12 of FAM
	Sr. no.
	Description
	Yes/No/ N/A
	Review file Ref.
	Marks allocated
	Marks obtained.

	1
	Was the process of issuing the report performed in a timely manner? 
If not, were the delays:
a) Documented?
b) Justifiable?
	
	
	10
	

	2
	Whether the audit report addresses only significant issues?
	
	
	5
	

	3
	Whether proof reading of the report has been carried properly and is written in a language which is clear, to- the-point and understandable to the addressee?
	
	
	5
	

	4
	Whether proper evidence to the effect that efforts have been made to obtain entity’s response on audit report is available.
The auditee responses have been included in the report alongwith ‘Further Audit Comments’ where these have been provided by the audit entity.
	
	
	5
	

	5
	Whether all the information (including background description) in the report  is supported by proper evidence inWorking paper files?
	
	
	10
	

	6
	Are the recommendations  made in the audit report are practical and pertains to the cause mentioned in the Audit Para.
	
	
	5
	

	7
	Have all significant issues, identified during the audit and  not included in the audit report been followed up and resolved? Have resolution of the above been properly documented and filed in the working paper file duly signed by the competent authority. 
	
	
	5
	

	8
	Whether causes of errors/irregularities have been properly identified and relate to condition identified in the Para as well as the commentary on internal controls given in the audit report.
	
	
	5
	

	9
	Relevant Working Paper files are properly referenced and contain all necessary evidence against planned audit focuses.
	
	
	5
	

	10
	Compliance with AGP directives;
	
	
	15
	

	
	a) Comments on state of internal controls in auditee organizations specifically pointing out controls that are weak,
b) Effectiveness of internal audit departments of auditee must be commented upon,
c) Disclosure of recoveries made in executive summary segregating recoveries made on the pointation of auditor and those were already in the notice of management but realized due to audit.
	
	
	
	

	
	d) Mention of usage of CAATs during audit in executive summary how the efficiency and effectiveness of audit was improved as a result of CAAT,
e) Percentage of receipts /expenditures audited to be shown in executive summary,
f) Any change in laws, rules and clients operational procedures to be mentioned in executive summary,
g) Comparison of audit planned and actual achievements to be mentioned in executive summary,
h) Sample size selected for audit to be mentioned in the executive summary,
i) Cost & service delivery of audit to be shown in executive summary,
j) Any other directive issued specific to the particular FAO
	
	
	
	

	
	Total.
	
	
	70
	


	

QCC  Name:
	

Date of QCC Meeting:

	Audit Report:
	Audit Year:

	
Names of members who attended the meeting:

	Sr. No.
	Designation
	
	Name
	Attendance
(Signatures)

	1.
	Deputy Auditor General
	Chairman QCC 
	
	

	2.
	Quality Management Specialist 
	Member
	
	

	3.





4..
	Director General (Presenting the Audit Report)
Director    General (External)
	Member





Member
	
	

	5

6.
	Director
Head Quarter.
SQMS

	Member

Co-opted Member
	
	


Total Marks Obtained:

[bookmark: _Toc309290733]Annexure -	17:	Certificate of Quality for the Audit Report
	QCC Name:
	Date of QCC  Meeting:

	Audit Report:
	Audit Year:

	Names of members who attended the meeting:

	Sr. No.
	Designation
	
	Name
	Attendance
(Signatures)

	1.
	Deputy Auditor General
	Chairman QCC 
	
	

	2.
	Quality Management Specialist 
	Member
	
	

	3.
	Director General Presenting the Audit Report
	Member
	
	

	4.
	Director HQ
	Member
	
	

	5.
	DG External
	Member
	
	

	6.
	SQMS
	Co-opted Member
	
	


Grading of Report
I have conducted the Quality Control Review of the report in accordance with the “Quality Management Framework”. The review was conducted to evaluate the audit report;
· through the checklist placed at Annexure 15 and 16-- of the Framework,
· examining, on  a test basis, evidence supporting the observations documented in the audit report, 
· considering the outcomes of the Quality Control Review of the Audit Cycle of respective FAO. 
I believe that my review provides a reasonable basis for the grades assigned to the report. 
	Grade
	Grade Awarded 
(QCC  Chairperson to Sign Relevant Cell)

	A – Excellent (Marks equal to or greater than 80)
	

	B - Good           (Marks from 70 to 79)
	

	C - Due diligence was not observed in carrying out audit.          (Marks less than 70
	



[bookmark: _Toc11135231]


[bookmark: _Toc309290734]Glossary of Terms
A
Audit Cycle

The audit cycle for an individual audit involves planning the audit, conducting the work, evaluating the results of the work, reporting the results of the work, and following up to see what the entity has done as a result of the work.  (Sometimes the follow up is conducted as the first phase of the next audit of the entity, where the auditor determines what changes have occurred since the previous audit).

It contains six basic phases:

1. General audit planning; 
2. Detailed activity and resource planning;
3. Fieldwork;
4. Evaluation;
5. Reporting; and
6. Follow-up.
[bookmark: _Toc270454137][bookmark: _Toc271711126][bookmark: _Toc309290735]1. General audit planning
The general audit planning phase is where most key planning decisions are made. It involves: Establish audit objectives and scope, understand the entity’s business, assess materiality, planned precision and risk assessment.
[bookmark: _Toc270454138][bookmark: _Toc271711127][bookmark: _Toc309290736]2. Activity and Resource Planning
This phase primarily involves taking the decisions made during the general planning phase and using them to build the audit programs that will be used during the fieldwork phase. It also involves establishing budgets, staffing requirements, the timing of the audit work, and the information to be obtained from the entity.
3. Fieldwork
4. Evaluation
During the evaluation phase, the results of the audit are summarized and conclusions are reached. The auditor first concludes on the results of each test. The auditor then reaches a conclusion on each component. Finally, the auditor reaches a conclusion on the financial statements as a whole, or identifies specific irregularities and general systemic weaknesses based on compliance with authority tests.
5. Reporting
The reporting phase involves performing some final clearance procedures and issuing an audit certificate (opinion) on the financial statements or a compliance audit report or a performance audit report.
6. Audit Follow Up

Follow up is an integral part of the audit function. The auditor’s objective is not fulfilled unless any errors or deficiencies identified during the audit have been corrected or at least addressed. The follow-up phase involves returning to the entity at a later date to determine if entity officials have:
a) Corrected errors identified during the audit; and
b) Implemented recommendations made by the auditors.

Q
Quality Assurance Mechanism 

This is to be implemented through the officers having the responsibility to carry out audits, in an FAO. It ensures observance of quality, from the start of planning an audit through execution of audit to producing an audit report. 

Quality Control Mechanism 

This is based on quality control checks externally applied to an FAO at two stages;
a. the first stage involves testing the effectiveness of the Quality Assurance Mechanism. This will be managed by the Quality Assurance Wing through sample testing the audit assignments previously quality assured in an FAO, and 
b. the second stage focuses on the quality of all the final audit reports produced by the FAOs.

Quality Improvement Mechanism 

This arrangement envisages designing and implementing corrective actions on the basis of the outcomes of the quality assurance and quality control reviews. 




Senior Quality Management Specialist


Quality Management Specialist -Revenue and Receipt Audit Wing, Lahore.


Quality Management Specialist –District Audit Wing, Islamabad.


Quality Management Specialist –Defense Audit Wing, Islamabad.


Quality Management Specialist  CA&E Audit Wing, Lahore.


Quality Management Specialist –Provincial Audit Wing, Islamabad.


Quality Management Specialist-Federal Audit Wing, Islamabad.
























QCC for
CA&E Wing


DAG -RRA
DG -Commercial Audit, North
Dir -Head Quarter
DG-External
SQMS (Co-opted)
QMS CA&E wing


DAG -RRA
DG -Commercial Audit, South
Dir -Head Quarter
DG-External
SQMS (Co-opted)
QMS CA&E wing


DAG -RRA
DG -WAPDA Audit
Dir -Head Quarter
DG-External
SQMS (Co-opted)
QMS CA&E wing


DAG -RRA
DG -PT&T Audit
Dir -Head Quarter
DG-External
SQMS (Co-opted)
QMS CA&E wing
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