Performance/Project/Program Audit Report Template and Guidance Notes




AP&SS Wing
Auditor-General’s Office
April 2011






















[Page Left Blank]


Performance/Project/Program Audit Report Template and Guidance Notes

1. This Template and Guidance Notes are structured to cover most aspects of performance/project/program audits. Thus, what is described may not be relevant to every individual audit. Field Audit Offices (FAOs) will need to pick the Template elements that relate to specific audit assignments they have undertaken. Similarly, FAOs may find additional aspects not covered in the Template worthy to be included in their Audit Report. FAOs may cover those additional areas/aspects in the Reports. Thus, the Template is “flexible” and not “restrictive”.
2. The Template includes Guidelines in italics. These Guidelines indicate what should be covered under each section/sub-section of the Audit Report. Further, the Guidelines suggest the structure of sentences to be used in drafting. Standardized phrases have been given in some sections to help you with writing.  Blank space has been left in standardized text for you to fill in. You can modify phrases if necessary. 
3. The paragraph numbers in the template are only for purpose of illustration. In practice, this will change according to each audit report.
4. Findings are to be given under sub-headings. Under each sub-heading, the Template indicates one recommendation. In practice, an Audit Report may have more than one recommendation under one sub-heading. The general principle should be that in cases where a recommendation can logically respond to multiple findings, an Audit Report should not have two recommendations in such situations.  
5. First line of each paragraph will have a left indent of 0.5 spaces.
6. All paragraphs will have a justified format.
7. Except for headings and sub-headings, the normal text should use Times New Roman Font size 12.
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PREFACE [Times New Roman Bold Size 14]

[The objective of the preface is to introduce the report as a document. Preface may highlight information, which requires immediate attention of the audited organization or the readers in general. Only in rare cases the Preface should be of more than one page. No reference should be made in the preface about the results of the audit.]
The Auditor-General conducts audits subject to Article 169 and 170 of the Constitution of the Islamic Republic of Pakistan 1973, read with sections 8 and 12 of the Auditor- General’s (Functions, Powers and Terms and Conditions of Service) Ordinance 2001[add reference of any other relevant laws and regulations as applicable to the subject of audit]. The audit of [activity[footnoteRef:2]/project/programme, Ministry/Department of ……………..]  was carried out accordingly.    [2:  Activity covers other than PSDP initiatives such as waste management operations, imports operations, large scale procurements etc. This footnote is given for guidance only. The report will mention the activity covered in audit in the preface.
] 

The Directorate General [give your office name] conducted audit of the [activity/project/program] during [indicate the period during which audit was carried out] for the period [indicate the period covered in this audit] with a view to reporting significant findings to stakeholders. Audit examined the economy, efficiency, and effectiveness aspects of the [activity/project/programme]. In addition, Audit also assessed, on test check basis [amend if basis are different] whether the management complied with applicable laws, rules, and regulations in managing the [activity/project/programme]. The Audit Report indicates specific actions that, if taken, will help the management realize the objectives of the [activity/project/program]. Most of the observations included in this report have been finalized in the light of discussions in the DAC meetings.
The Audit Report is submitted to the [insert Governor of Province or President as appropriate] in pursuance of the Article 171 of the Constitution of the  Islamic Republic of Pakistan 1973, [add reference of any other relevant laws and regulations as applicable to your area of audit].


[insert name of the Auditor General]
Dated:              , 2011	Auditor-General of Pakistan
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Abbreviations and Acronyms [Times New Roman Bold 14]

Abbreviations and Acronyms should be given alphabetically.




































EXECUTIVE SUMMARY [Times New Roman Bold Size 14] [Insert Audit Title[Times New Roman Bold Size 14] 


[From here onward: Font Times New Roman, Size 12, Normal text]

Director General of Audit [insert name of the office] conducted an audit of [audit title] [in (month, year) or from (month) to (month, year)]. The main objectives of the audit were to [insert (only brief objectives to be provided, details to be given in Section 2-Obectives]. The audit was conducted in accordance with the INTOSAI Auditing Standards. 

[Start typing the summary from here onward. Mention main findings only. Close the summary with main recommendations. The summary should not exceed two pages.] 




























	


1. INTRODUCTION [Times New Roman Bold Size 14] 

a. This section should include a brief description of the audit subject and how it relates to the overall management of the auditee. When feasible, this section should also include statistics, budgets, etc. in order to give  the readers an overall picture of the audit subject.]

b. Following are specific areas that need to be covered in this section.  Sub-headings may be used for structured description.  

i. Rationale of the project/activity[footnoteRef:3] and its linkage with MTDF and PSDP. [3:  Activity covers other than PSDP initiatives such as waste management operations, imports operations, large scale procurements etc. ] 

ii. Approval by competent forum, specific instructions given, if any. Significant decisions i.e. by Prime Minister, ECNEC/ CDWP related to project/activity.
iii. Time lines/ period of the project/activity. 
iv. Paragraph on description of project/activity.
v. Project/activity objectives and outputs as provided in PCI/other policy documents and a brief on achievement against these objectives and outputs.
vi. Cost of the project/activity and financing including donor support.
vii. Summary of the financial results year-wise (resource allocation-PSDP or through other means, funds released, actual expenditure).
viii. Progress (in both quantitative and qualitative terms) as per PCI/other approved plans.
ix. Details of revisions in project. How many times has PCI been revised; variation in objectives, cost and scope vs originally approved PCI. 
x. Major loan/ grant covenants (if applicable)
xi. Analysis of major findings in PC IV for completed projects/other reports on the activity audited.

c. The sub-headings that are not relevant to the audit subject may be ignored.

1.	[Start typing here] The Director General of Audit [insert the name of office] conducted an audit of [audit title] [in (month, year) from (month) to (month, year)]. [This is the first paragraph of introduction.] [Add more paragraphs if necessary]









2. AUDIT OBJECTIVES [Times New Roman Bold Size 14] 

2.1 The major objectives of the audit were to: [New Times Roman, font size 12, normal text]

i. Review project’s performance against intended objectives.
ii. Assess whether project was managed with due regard to economy,      efficiency, and effectiveness. 
iii. Review compliance with applicable rules, regulations and procedures.



Audit objectives should be specific and carefully determined before commencement of field audit activity. Management’s input may also be obtained where appropriate to come out with responsive reports.



3.	AUDIT SCOPE AND METHODOLOGY [Times New Roman Bold Size 14]

This section should also indicate any areas that were excluded from the audit scope and limitations of audit coverage. On scope of audit, mention the period covered, geographical areas included or any other information that defines the scope of auditors work. The section should also state the methodology used such as file review, field survey, auditee interviews, focused group discussion, market research etc.]

3.1 	[Start typing text here. Add paragraphs sequentially] [New Times Roman, font size 12, normal text.]











4.     AUDIT FINDINGS AND RECOMMENDATIONS [Times New Roman Bold Size 14]
 
Findings should be given sub-headings covering core components of projects/programmes/activities. Some areas/components that are worth scrutinizing are indicated below.

Suggestive finding areas may be modified subject to the scope of audits and reporting requirements. Each finding should discuss the condition, cause, criteria and impact. This should follow a specific recommendation that addresses the cause and condition noted in the findings. 

4.1   Organization and Management (1 – 2 pages)

Efficiency of the management, coordinating mechanisms, IT system, appointment and capability of management and staff are documented in this section. Following sub-headings reflect potential areas that may be focused: 

i. Review of organizational structure (VFM)
ii. Turnover against key posts including post of the project director (VFM)
iii. Actual vs. sanctioned strength (Regularity)
iv. Qualification and experience of staff vs. provisions in PC I (VFM)
v. Mode of appointment of management and staff, process followed (VFM)
vi. Job description for each position available and provided to staff (VFM)
vii. Trainings and capacity development of staff (VFM)
viii. Identification of trainings (foreign and local) provided to contract                                    employees (Regularity)
ix. Quality and periodicity of internal work plans (VFM)
x.   Mechanism of staff evaluation and reward (VFM)
xi. Communication Strategy and Plan (VFM)
xii. Internal auditor appointment and details of internal audit reports (VFM)
xiii. IT system used by the entity/project, if any (VFM)

The sub-headings that are not relevant to the audit subject may be ignored. Similarly, if you consider an area not covered above as material for purpose of reporting in the Audit Report, you should take that into account.

Recommendations: The [client] Administration should [insert recommended action addressing the cause and conditions discussed above]


4. 2 Financial Management (3 – 4 pages)


This sub- section helps in assessing financial management aspects of the activity/project/program audited. It may include audit comments on:

i.  Quality and timelines of submission and approval of Cash and Work Plan 	(VFM)
ii. Details of release requests and lead times from submission of release request to actual release of funds (VFM)
iii. Details of funds lapsed (Regularity)
iv. Re-appropriations and surrenders (Regularity)
v. Periodicity of financial reports preparation and circulation (Regularity)
vi. Format of financial reports - IPSAS, FARAH etc. (Regularity)
vii. Submission of accounts to accounting offices (Regularity)
viii. Reconciliation with accounting offices (Regularity)
ix. Details of project’s bank accounts (Regularity)
x.  Reconciliation of bank accounts (Regularity)
xi. Procedure for recording and details of third party payments    (Regularity)
xii.  Payments made in accordance with terms and conditions of the agreement. Cost escalations not allowed on foreign exchange component. (Regularity)
xiii. Fixed exchange rate agreed in contract whereas payments made at rate prevailing on date of payment. 
xiv.  Advance payments made against bank guarantee/ security and adjusted   
    in time.(Regularity) 
xv.  Advances to employees after proper approval and adjusted in time.(Regularity)
xvi.  Data archiving and record management to ensure safe custody of 	record.(Regularity)


The sub-headings that are not relevant to the audit subject may be ignored. Similarly, if you consider an area not covered above as material for purpose of reporting in the Audit Report, you should take that into account.

Recommendations: The [client] Administration should [insert recommended action addressing the cause and conditions discussed above]



4.3 Procurement and Contract Management (3 – 4 pages)

Results of review of the activity/project/ porgramme’s procurement process and resulting contract management may cover:

i. Details of major procurements in comparison to PCI. (VFM)
ii. Need assessment to assess the requirements of end users carried out before start of procurement or not. (VFM)
iii. Preparation of annual procurement plan on the basis of needs analysis.(VFM)
iv. Splitting of procurements to avoid competition.(Regularity)
v. Compliance with Public Procurement Rules or applicable procurement rules of donors(Regularity)
vi. Managing service delivery – mechanisms to ensure that goods and services delivered within time and meets quality standards.(VFM)
vii. Amendments in contracts and purchase orders – were they fully justified and properly approved.(VFM)
viii. Payments to contractors – after delivery of goods and certification of    quality/ working by a technical person and end users.(VFM)


The sub-headings that are not relevant to the audit subject may be ignored. Similarly, if you consider an area not covered above as material for purpose of reporting in the Audit Report, you should take that into account.

Recommendations: The [client] Administration should [insert recommended action addressing the cause and conditions discussed above]




4.4 Construction and Works (2 – 3 pages)

Audit report may include comments on construction and works related activities carried out by an entity/ project/ porgramme in following areas.  

i. Site Selection; ideally before preparation of design and cost estimates. Sites 	identified in PCI vs. actual site of construction. Any survey conducted for 	site selection to ensure it is suitable for the purpose.(VFM)
ii. Acquisition of Land; method of acquisition either through govt. department 	or by project/ programme directly from owners. Any market survey 	conducted to assess the price/ rate of land. Payment made for land 	acquisition vs. provision in PCI.(VFM, Regularity)
iii. Preparation of design and drawings. Who prepared the design, whether approved by relevant authorities, compliance with approved standards. Procedure for hiring of consultant for design.(VFM)
iv. Cost estimates prepared in accordance with design. What standards/ system	was used for cost estimation. Approval of cost estimates and comparison 	with PCI.(VFM)
v. Contract award; process followed, evaluation criteria, details of competition 	(how many parties participated and bid price), basis of selection (technical 	and financial), approval of selected bidder, drafting of proper contract to 	safeguard project’s interest. Cost comparison of contract price with cost 	estimates and PCI.(VFM, Regularity) 
vi. Construction: construction schedule prepared by contractor and approved by management, monitoring of construction for timely completion, preparation of periodic status reports and submission to management, physical progress actual vs planned, procedures to ensure quality of work, results of physical inspection conducted by audit (if any), details of any scope changes, cost charged for additional work with justification.(VFM) 
vii. Operation: identification of issues which have or can delay an asset from becoming operative, e.g. delay in installation of utility connections, delayed procurement of office equipment or non provisioning of funds for office equipment in PCI.(VFM)

The sub-headings that are not relevant to the audit subject may be ignored. Similarly, if you consider an area not covered above as material for purpose of reporting in the Audit Report, you should take that into account.


Recommendations: The [client] Administration should [insert recommended action addressing the cause and conditions discussed above]



4.5 Asset Management (1 – 2 pages)

This sub-section will present assessment of internal controls and utilization of assets by an entity/project/ programme, including:

i. Maintenance of proper record of assets (Regularity)
ii. Assets coding and identification of custodian (Regularity)
iii. Policy for acquisition, use, replacement, depreciation of assets (VFM)
iv. Misuse of assets/ vehicles including details of project’s assets used by higher government functionaries and official of the controlling ministry/ division. Also mention whether operational expenditure of these assets is borne by the project. (Regularity)
v. Procurement of assets in comparison to PC1; what was approved and what was procured. (VFM)
vi.  Periodic physical verification reports. (Regularity)
vii. Controls regarding proper safeguarding and maintenance of assets (Regularity)
viii. Proper utilization of project assets whether used for intended purpose or 	not(VFM) 
ix. Details of project’s assets disposed off, reasons and mode of disposal, 	proper approval and deposit of money received (Regularity)

The sub-headings that are not relevant to the audit subject may be ignored. Similarly, if you consider an area not covered above as material for purpose of reporting in the Audit Report, you should take that into account.

Recommendations: The [client] Administration should [insert recommended action addressing the cause and conditions discussed above]

4.6 Monitoring and Evaluation (M&E) (1 page)

Brief account of the M&E arrangements applicable to the activity /project/programme audited may be given in Audit Reports. The description may include comments on regarding: 

i. Description of M&E mechanism/ framework of project (VFM)
ii. Key indicators developed for monitoring (VFM)
iii. Summary of baseline data to measure indicators (VFM)
iv. Preparation and circulation of periodic monitoring reports (VFM)
v. Monitoring/ steering committees meetings (VFM)
vi. Evidence of follow-up on actions agreed (VFM)
vii. Details of reviews carried out by Planning Commission and Donors (VFM)
viii. Major issues highlighted in Aid Memoirs and monitoring reports and there 	current status (VFM)

The sub-headings that are not relevant to the audit subject may be ignored. Similarly, if you consider an area not covered above as material for purpose of reporting in the Audit Report, you should take that into account.


Recommendations: The [client] Administration should [insert recommended action addressing the cause and conditions discussed above]

4.7 Compliance with grant/ loan covenants (1/2 page)

This sub-section covers a review of loan covenants applicable to an entity/project/programme. The review will help see whether or not loan covenants were complied with and, if not, what were the implications thereof for the entity/project/programme. .

i. Assessment of compliance with grant/loan covenants (Regularity)
ii. Identification of instances of non-compliance (Regularity)
iii. Details of funds provided by donors; in-time or delayed (VFM)

The sub-headings that are not relevant to the audit subject may be ignored. Similarly, if you consider an area not covered above as material for purpose of reporting in the Audit Report, you should take that into account.

Recommendations: The [client] Administration should [insert recommended action addressing the cause and conditions discussed above]

4.8   Environment (1 page)

Auditor may consider significant impacts as well as remedial measures that have been taken or may be needed and audit report should mainly cover:

i. Review of compliance with Pakistan Environmental Protection Act, 1997(VFM)
ii. Review of environment impact assessment carried out at start of the project (VFM)
iii. Environmental monitoring data complied by project management and comparison of planned and actual environmental impact.(VFM)
iv. Assesment of degree and scope of necessary improvements or remedial work required in case planned results have not been achieved. (VFM)

The sub-headings that are not relevant to the audit subject may be ignored. Similarly, if you consider an area not covered above as material for purpose of reporting in the Audit Report, you should take that into account.

Recommendations: The [client] Administration should [insert recommended action addressing the cause and conditions discussed above]

4.9 Sustainability (1 page)

Assessment of the likelihood that human, institutional, and financial resources would be available to achieve project results as well as after project completion for continued service delivery.

i. Probability of continued funding for project completion (VFM)
ii. Estimated annual recurring cost after completion of project. Comments on whether recurring cost is underestimated. (VFM)
iii. Agency responsible for annual maintenance (VFM)
iv. How will recurring cost be financed (VFM)
v. Changes in technology and legislations which may impact future sustainability(VFM)
vi. Probable availability of required expertise and skill to operate the project (VFM)

The sub-headings that are not relevant to the audit subject may be ignored. Similarly, if you consider an area not covered above as material for purpose of reporting in the Audit Report, you should take that into account.

Recommendations: The [client] Administration should [insert recommended action addressing the cause and conditions discussed above]

4.10 Overall Assessment (1 – 2 pages)

All major elements that determine whether an activity/project/ programme is delivering/has delivered are indicated below. Further, it is also important to rate whether the activity/project/programme audited has been successful of note. Proposed ratings have been indicated below. FAOs are expected to use objective criteria for rating.  

Activities/projects/programmes should also be rated for risks. The analysis madeunder sub-section 4.9 provides some guidance on risk assessment. Risk assessment becomes more critical in case of ongoing activities/projects/programmes as it can point toward remedial steps that can eventually lead to an activity/project/programme reaching intended objectives.  FAOs are expected to use objective criteria for rating.   

i. Relevance: Whether project/activity audited was within overall MTDF framework and in-line with government’s sectoral policies. 
ii. Efficacy: Achievement of physical outcomes, financial performance, likelihood of achievement of project outcomes leading to achievement of project goals with reference to originally concerned objectives.
iii. Efficiency: Cost overruns and time overruns in the project, timeliness in submission of cash plans and release requests by project, timelines in funds availability to the project, timeliness and competitiveness in procurement.
iv. Economy: Procurement of goods and services at competitive rates without compromising quality. Specifications, BOQs, bidding process, timely delivery and quality etc.
v. Effectiveness: Using a range of performance measure and indicators to assess entity’s effectiveness. Whether desired results, objectives and targets have been successfully achieved.
vi. Compliance with Rules: Seriousness of non compliance with applicable rules and regulations. Major instances of non-compliance.  

vii. Performance Rating of Project
a. Highly Satisfactory
b. Satisfactory
c. Moderately Satisfactory
d. Unsatisfactory

              viii. Risk Rating of Project 
a. High 
b. Substantial
c. Medium
d. Low









5. CONCLUSION (1 page)[ [Times New Roman Bold Size 14]


Insert sub-heading (underlined) where relevant

[Begin with a topical sentence “Bold Font Size 12. No paragraph number on this sentence]


This section includes:

5.1 Key Issues for the Future: Issues that has hampered/can hamper an activity/project/programme achieving intended objectives. his may include issues not within project’s control.

5.2 Lessons Identified: General conclusions, both positive and negative arising from the review. This will include practices, processes and management practices contributing to the successful implementation of an activity/project/programme or otherwise and can be lessons for similar activities/projects/programmes. 
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ANNEX – 1

RESPONSE AND IMPLEMENTATION OF RECOMMENDATIONS
Audit of [insert subject] in [client]

	Para No.
	Recommendation
	Accepted
(Yes/No)
	Implementation
Date
	Client Comments
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