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Assessment of Internal Audit: Worksheet

Assessment Criteria Result

Organisational setup:

Internal audit in the ministry/hospital should have
appropriate authority to be effective in fulfilling its
responsibility.

Resources:

Internal audit in the organisation should have
authority to determine the required:

a) Level of resources necessary to carry out
responsibilities, Qualifications and competencies of
staff; and

b) Continuing professional development programs
to enhance staff competencies.

Methodology and practice

There should be adequacy of policies and practices
to ensure that internal audit methodology conforms
to generally accepted practices and professional
standards.

Planning
The internal audit planning process should clearly
identify audit objectives and scope of work.

Execution
To what extent audit plan was executed and
implemented?

Reporting

Internal audit should have adequacy of policies and
practices to express an opinion on the effectiveness
of procedural Controls to report audit findings and
recommend action to be taken in response to audit
findings and recommendations.

Follow up
The system of follow up existed and was effective.

3. Please analyse the reasons for delay, if any.

4. In award of contracts, it was seen that there was sufficient
competition or not.

5.  How many contracts were awarded on single source basis?

6. Was the award of the work on single source basis justified?

7. How many contracts were given extension during the years 1391,
1392 and 13937

8. Please examine the extension of contract cases to see their
justification.

9. Contracts ensured government interests.

10. Contracts had penalty clauses.

11. Bid security was taken
from bidders.

12. Performance security
was taken from the bidder.

13. In how many
contracts, the amount was
revised subsequent to award
of contract:

14. Inhow many contracts,
if any, liquidated damages were
imposed on the contract for
breach of contract conditions?

15. In how many cases, if
any, contract was terminated
after award of contract due to
breach of contract conditions?

16. Sufficient time and
public notice was given for the
tender. Also was displayed on
website.

17. How many
unsuccessful bidders asked for
explanation?

18. How many bidders
were debarred during last
three years and on what basis?

19. Was this list of
debarment shared with other
Ministries as well?

20. Did the MoE keep
monitoring the  awarded
contracts?

21. Does MoE maintain a
database of bidders?

22. In how many cases, if
any, prequalification of bidders
was ensured?

23. In how many cases, if
any, two stage tendering was
resorted to?

24. In how many cases,
retendering was resorted
to due to poor response or
otherwise?
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ethical values of the management and staff, including a supporting
attitude towards internal control

2. Competence of management and staff

3. The ‘tone at the top’

4. Organisational structure- with clear line of authority and
approvals; financial functions are separate from administrative decisions,

5.  The HR policies and programs

6. Strategic plan exists and taken seriously and revised on regular
basis

7. Operational plans exists and implemented without much
deviations.

8. MIS system exists and is reliable.

The following elements of Monitoring and Supervision should be
checked:

1. The system of monitoring and supervision is in place in the
ministry.

2. The system requires monthly/quarterly reports in respect of
various projects and activities.

3.  What action is taken on these reports.

4. Are these reports taken on face value or some cross checking is
done.

5. Are physical inspection carried out from time to time and report
submitted.

6. What action is taken on such inspection reports.

7. Any exception reports generated.

8. Monitoring system is taken seriously or not.

Arrangements for internal audit should be checked with respect to
following issues:

- Internal audit exists

- It has been established under proper legal framework

- Internal audit head reports to the Minister only and not to some
middle level functionary
Internal audit prepares audit plan based on risk analysis
Internal audit is carried out every year or not
Action of findings of internal audit is taken or not
Internal audit tracks action on its findings and recommendations.

- Internalaudit findings and recommendations have been complied
with or not

- What action is taken on findings and recommendations of SAO,

- Cases of non-production of records to Internal Audit/External
Audit

In case of internal control review of Ministry of Economy is undertaken,
thesSpecific areas of the Ministry of Economy which may be seen to
evaluate internal control mechanism will include the ARDS and the

o AuditmIssue'm ¥

Directorate which registers and
monitors the NGOs to see that
the system devised is sufficient
as well as effective in managing
the NGOs.

The following issues will be
seen:

1. How many NGOs have
been registered in Afghanistan?

2. How are their activities
been controlled?

3. How many have been de-
registered during the last three
years, if any.

4. How it is ensured that
these NGOs work only in
national and public interest.

5. In what broad areas these
NGOs are working?

6. Has any impact study been
undertaken to see their role.

7. How many days are taken
to register the NGOs?

8. How much investment
has made by these NGOs- area
wise?

9. How much aid has
been given by Afghanistan
government to these NGOs?

10. Which field receives
the maximum number of NGO
application for registration?

ARDS directorate: Specific
areas which need to be
examined in ARDS directorate
would include contracts and
their management:

1. How many contracts were
finalized during last three years,
1391, 1392 and 13937 Please
give year wise details.

2. Please analyse the average
time taken to finalise a contract-
from its receipt to award stage.




supervised.

17. Salary is disbursed on the basis of attendance report.

18. Targets for each staff/official well defined.

19. How many cases/files/invoices dealt with by one staff/official.

20. Any monthly inspection program.

21. Service books maintained properly.

22. All staff/officials have declared their assets.

23. Overtime payment to be seen

24. Travel advances paid and pending for want of settlement.

The financial matters may be checked broadly to see that the
controls system is functioning well. Apart from broad issues of financial
management, the checklist will also be applied to a sample of transactions
to see that the system of financial controls is in place and functioning well.
The internal control checks in respect of financial matters would include
the following:

Budget was prepared and submitted on time

Budget was neither excessive nor was it less- it was realistic
All appropriations were got allocated

Budget was implemented uniformly over the financial year

- Any cases of high expenditure during some months; less
expenditure during some months

- Budget implementation was properly monitored

- Any savings/ excesses during the financial year

- Any wastages, etc

- Qatia prepared and submitted in time

- Qatia are correctly prepared and all figures are reconciled.

- There is a monthly reconciliation program for Qatia, banks, etc

- Manuals, delegations of financial power rules, etc on budget and
financial management exist and are followed

- Monthly expenditure reports are submitted on time

- Petty cash managed well- procedures are there and are followed,
any discrepancy

- Any revenue coming to the entity; if yes, it is not spent and is
deposited in government account in time

- Petty cash management- how money is paid and adjusted,
any registers maintained to see progress and what amount remains
outstanding for want of adjustment

- Advances not adjusted and how much and since when.

- Expenditure is spread more or less uniformly over the months of
the financial year

- Economy measures are in place to avoid unnecessary expenditure

The internal controls in respect of procurement and contract
management would include the following cheklist:

- Procurement plan prepared or not

- If procurement plan was prepared in time and all approvals taken
including that of Ministry of Finance

- Was procurement plan followed or there were deviations and if

yes, to what extent

- Goods and supplies
reflected in the procurement
plan were needed really or
there was no need for the same

- What was procured
during the period under
examination

- it procured through
competitive bidding

- Goods supplied in time
or cases of delay in supply of
goods and services

- Was procurement
economically done

- Qualityissueswerekept
in mind during procurement

- Any substandard
procurement

- Contracts were signed
in time

- Contracts took care of
government interests

- Any penalty clause in
the contract

- Any penalty imposed
or not during the period

- Any favour to the
contractors by officials

- Instances of lapses in
contract management

- Security have been
retained

- The system of stores
is proper: items are recorded
on purchase, are of approved
quality, issued on the basis
of requisitions, there are not
‘short’ or ‘excess’ items in the
store, the regulations are there
to manage stores, etc.

The following elements of
control environment should
be checked and commented

upon:
1. Personal and
professional integrity and
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as whether they are helping the
organisation to achieve its objectives.
There are wide sources to gather
the information about the internal
controls and following ways may be
employed to gather and map internal
controls:

a. Interviewing the staff,
managers and top management.

b. Reviewing the  existing
documentation.

c. Observing the  existing
practices.

d. Reviewing the previous

internal and external audit reports.

Interview is an important part and
staff should be carefully interview
to know how the system works, it
is working fine, there is scope for
improvement or simplification, need
for less controls or more controls,
etc. These interviews should be
documented.

The existing documents which
need to be reviewed may include
statutes, circulars, committee reports,
job descriptions, organisation charts,
policy and procedure manuals,
financial regulations and desk
instructions. There are different types
of internal controls and the most
important may be listed as follows:

Segregation of duties: the
functions of authorising transactions;
recording the transactions; and
custody of the associated assets
should be undertaken by separate
staff

Organisation: there should be
a clear organisation chart and all
staff should have up to date job
descriptions that clearly indicate their
responsibilities

Authorisation and approval: all
transactions and decisions should be
formally authorised by nominated
staff.
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Physical: There should be suitable controls for access to office,
assets, controlled stationery and computer systems.

Management: production of suitable financial and operational
management information; use of exception reports; critical review
and enquiry by management

Arithmetical and accounting: checking / re-performing tasks
carried out by others; costing (adding up) orders, invoices, payroll
etc; reconciliation between the bank and accounting records;
control accounts.

Personnel: appointment and promotion of staff should be
adequately controlled, all staff appointed should be suitable trained
and appraised regularly.

Supervision: all staff and activities should be adequately
supervised by someone who understands the process and will
detect deviations from accepted .practice.

A review of internal controls will help the Ministries in improving
the internal controls mechanism and facilitate better functioning.
The internal controls amy be evaluated over a period of three to five
years.

The men management may be checked by taking a sample of
employees from the HR wing and applying the checklist to see that
the internal control is working effectively and efficiently. The internal
controls in the area of men management include the following
checklist:

1. Whether there is a shortage or excess men power category
wise in the entity

2. Therecruitment was based on merit and of suitably qualified
people.

3. The freshly recruited staff is suitably trained before
assignment is given to them.

4. Responsibilities for key personnel clearly defined.

5. Key personnel have knowledge and experience about their
responsibilities.

6. The key personnel are aware about the compliance
requirements.

7. The key personnel who require close supervision are
identified.

8. The personnel attend to jobs promptly.

9. The staffs come in time and leave in time.

10. The promotions are based on merit and no other criteria.

11. The leave is regulated as per rules.

12. The salary is deducted for leave not approved.

13. The salary is fixed as per rules.

14. The staffs are subject to disciplinary rules.

15. If deviation from standard behaviour is noticed, action is
taken strictly.

16. Consultants are recruited as per requirement and suitably



EVALUATION
OF

INTERNAL CONTROL

Supreme Audit Office (SAO) would initiate
review of performance of internal controls of
various Ministries, departments and entities,
with focus being on their strengths, weaknesses
and remedial processes to achieve the objectives
of the Ministry. The mandate of SAO includes
authority to audit the accounting, financial
affairs and performance of the all public sector
entities including State president and its related
institutions; National Assemblies; Legislature;
Central and Local organistions and their related
units within and abroad; General Independent
departments; Independent ~ Commissions;
Attorney  General office;  Municipalities;
Enterprises, government companies and joint
stock companies; and Other entities that are
utilizing or holding money or public properties
(Article 5 of New Audit Law1392). The Auditor
General is responsible to submit report on
performance audit to State President and National
Assembly (Article 12 of New Audit Law 1392).

The audit team may check on test basis aspects
from the HR department, finance department,
procurement aspects and monitoring & evaluation
aspects. The following directorates will be seen for
testing internal control:

HR department

Finance department

NGO directorate

ARDS directorate

Procurement for the Ministry itself

. M&E department

Internal Control is a process effected by an
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organization's structure, work and authority flows,
people and management information systems,
designed to help the organisation accomplish
specific goals or objectives. The objectives which
internal control mechanism is designed to
accomplish include:

1. Efficiency and effectiveness of operations.

2. Compliance with applicable laws, rules
and regulations.

3. Reliability of financial reporting.

4. Safeguarding resources against loss.

The internal control review may be undertaken
with the following objectives:

1. The internal controls exist and are
appropriate.

2. The internal controls are working
effectively.

3. The controls help identify risk areas and
timely steps are taken to mitigate them.

4. The system of internal audit is working
effectively.

The internal control system exists in all matters
whether financial or otherwise which are designed
to help achieve objectives of the organisation.
The internal review team will see whether the
internal controls were put in place after adequate
planning, are being supervised and controlled
adequately, are being reviewed periodically and
a suitable report is prepared for follow up action.

It is important to study and document all
the existing internal controls and find out the
gaps in the existing structure of internal controls
or redundancies in internal controls as well
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