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Foreword   
 

The Royal Audit Authority (RAA) is the Supreme Audit Institution (SAI) of Bhutan. The 

SAI Performance Report assesses the performance of the RAA against the International 

Standards of Supreme Audit Institutions (ISSAIs) and INTOSAI good practices following 

the methodology prescribed by the SAIs Performance Measurement framework (SAI -

PMF) developed by the INTOSAI Working Group on the Value and Benefits of SAIs 

(WGVBS). 

The SAI- PMF has played an important part in its effort to help RAA improve in its audit 

methodologies, internal governance and ethics, capacity development and engagement 

of stakeholders amongst many others. The assessment measures the current 

performance of the RAA across 6 domains. The domains covered are as follows:  

A. Independence and Legal Framework  

B. Internal Governance and Ethics 

C. Audit Quality and Reporting 

D. Financial Management, Assets and Support Services 

E. Human Resources and Training and  

F. Communication and Stakeholder Management 

This assessment was carried out in 2019 as part of the Strategi c Planning Monitoring 

Reporting (SPMR) programme of IDI and as a self- assessment by the team from the 

RAA.  

The assessment team would like to thank all the top management of RAA and officials 
for their time and cooperation. We would like to acknowledge the  IDI for their technical 
support and assistance and making it possible to conduct the SAI -PMF assessment in 
a timely manner.  
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a) Executive Summary 

The SAI-  PMF is being carried out as part of the Strategic Planning Monitoring Reporting 

ēĖĆçĖÀÿÿÙ Ćæ ġëÙ M2Mˋ ġĆ ÎÀĖĖĴ Ćĥġ ÀĀ ĆÌöÙÎġíıÙ ÀĚĚÙĚĚÿÙĀġ Ćæ v ˫Ě ÎĥĖĖÙĀġ ÎÀēÀÌíúíġĴ

in delivering its mandates in line with the ISSAIs. The specific objectives are to:  

¶ Benchmark the performance of RAA against the ISSAIs which was adopted by RAA 

as an authoritative standard and INTOSAI best practices; 

¶ Compare the current status with the baseline of the SAIs performance established 

in the last SAI- PMF assessment; 

¶ Provide the basis for preparing a New Strategic Plan 2020 - 2025  

Summary of Overall Performance 

¢ëÙ v ˫Ě úÙıÙú Ćæ ēÙĖæĆĖÿÀĀÎÙ íĀ ġëíĚ ÀĚĚÙĚĚÿÙĀġ ĖÀĀçÙĚ æĖĆÿ ʴ- 4 on the SAI- PMF 

scale. The summary of the scores achieved by each indicators and dimensions under its 

respective Domains is shown in Annex 1A. 

It is important for readers to understand that the performance is measured specifically 

within the context in which the RAA functions and operates.  

Key findings 

The legal framework for independence f or RAA is established in the Constitution of the 

Kingdom of Bhutan 2008, and further defined in the Audit Act of Bhutan 2018. The RAA 

has full functional independence but fails to provide financial and organizational 

independence. As of now the dependence on the Ministry of Finance for budget seems 

to not affect the financial resources provided to RAA, but in future it is a matter of 

concern. Also dependence on the Royal Civil Service Commission for human resources 

pose a risk as RAA is not able to recruit people based on its needs and it is further 

aggravated by high attrition rate experienced during the last few years. The RAA enjoys 

a strong and wide mandate including all offices in the Legislature and Judiciary, all 

public authorities and bodies administ ering public funds, the police and defense forces 

as well as revenue, public and other monies received and the advances and all the 

reserves of Bhutan.  

The RAA has initiated in enhancing accountability in the public sector by bringing private 

contractors (engaged in government constructions) extending accountability 

obligations in procurement of works. The Annual Audit Reports (financial audit reports), 

and performance audits being discussed and deliberated in the Parliament had 

rendered basis for numerous  parliamentary resolutions and directives. The 

parliamentary directives are directed to the responsible agencies to initiate 

recommended actions based on the audit reports. Through this process, RAA is able to 

influence changes and remedial actions for imp roved governance and performance in 

the public sector. The RAA recovered total amount of Nu 106.368 million in 2018 on 

account of irregularities on fraud & corruption, mismanagement, non - compliance to 

rules & regulations and shortfall, lapses & deficiencie Ě ÀĚ ĆĀÙ Ćæ ġëÙ íÿēÀÎġ æĖĆÿ v ˫Ě

work. This recovery represents cost savings to the government. The Ministry of Finance 

had initiated amendment of existing Procurement Rules and Regulations based on the 

recommendations of the reviews conducted by the RAA.    
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The strategic plan 2015- 20 which was developed based on a logical framework; however 

the performance of RAA was not assessed on the basis of the indicators developed. 

Thus, the activities accomplished do not indicate whether the intended targets have 

acëíÙıÙÓ ġëÙ çĆÀúĚ ÀĀÓ ĆĥġÎĆÿÙĚ Ćæ v ː ¢ëíĚ ëÀĚ ġëĲÀĖġÙÓ ġëÙ v ˫Ě íĀġÙĀġ Ćæ

establishing performance accountability for its own resources.  

The internal control environment and internal control system are instituted to manage 

its operations economically, ef ficiently, effectively and in accordance with laws and 

regulations. However, there is no clearly defined system for identifying, mitigating and 

monitoring major operational risks within RAA. The quality assurance system is being 

put in place but currently úíÿíġÙÓ ġĆ ĆĀúĴ æíĀÀĀÎíÀú ÀĥÓíġĚ ġĆ ÙĀĚĥĖÙ ĕĥÀúíġĴ Ćæ v ˫Ě

works. The RAA has many strengths, most notably leadership competencies and 

processes are well established and operating at a satisfactory level. The organization 

culture is open, with good commun ication between the staff and management.  

Ensuring desirable audit coverage for financial and compliance audits is seen it to be a 

constant challenge as the audit universe constitutes government budgetary agencies 

holding separate letter of credit (LC) acc ounts, government corporations and financial 

institutions (its units and branches) as separate audited entities and other non -

government agencies. The improvement however would depend on structural reforms 

of the Public Financial Management System in terms  of regulating budgets and reporting 

of expenditures by budgetary agencies. 

Performance in relation to audit work as measured in Domain C seems quite 

satisfactory as RAA has already initiated to improve its audit process and procedures 

through revision of its manuals and guidelines in line with the ISSAIs. There are 

opportunities to bring improvement in the overall audit quality and reporting through 

consistent application of the manuals, guidelines and quality assurances process for all 

streams of audits. Quality Assurance reviews were carried out only for financial audits 

and not performance and compliance audits. The audit process for all the disciplines of 

audit for the sampled audits indicated that the financial audit process displays many 

positive elements, such as clearly followed planning procedures, collection and 

evaluation of evidence, and a good quality control system. There are some 

inconsistencies in the studied sample files such as an explanation as to why all planned 

audit procedures not perfo rmed were not retained on the audit file and failing to 

evaluate the uncorrected misstatements for materiality, individually or in aggregate. In 

terms of financial audit results 40.71% of the financial audit reports examined were 

issued within the agreed t imeframe which we consider the planned date of issue of 

report and the actual date of issue of report.  

For performance audits in general the audit plans of the sampled audits provide a good 

basis for conducting the audit and the teams set a clearly - defined audit objective that 

relates to the principles of economy, efficiency and effectiveness. The document as to 

how auditors have actively managed audit risk cannot be traced through the audit 

documentation. The performance audit reports were all submitted to  the audited entities 

and relevant stakeholders and published on the day of tabling the reports to the 

Parliament. Improvements are desirable if the follow - up reports include an analysis of 

different audits, possibly highlighting common trends, themes acro ss a number of 

reporting areas and the impact from these corrective actions.  
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The compliance audits showed that there are inadequacies in terms of guidelines for 

conducting compliance audits such as poor documentation of control environment and 

internal con trol assessment leading to inadequate risk assessment and detailed audit 

procedures designed to address the identified risks. Also, the risk of fraud was not 

considered in the sample audits. There is no adequate documentation of audit strategy 

in both the sample audits. The process followed in subjecting the work to continuous 

reviews and documenting the process was not adequately documented. The 

consideration of materiality in not clear as it is not determined specifically. Similar to 

the financial audit reports, the compliance audit reports issued during the year are 

compiled and included in the Annual Audit Report which is submitted to the Parliament. 

20 % of the compliance audit reports examined were issued within the agre ed timeframe 

or the within the maximum timeframe of 51 days allotted through executive order.  

The RAA has good working relationship with the Parliament through Public Accounts 

Committee. The Annual Audit Reports, Performance Audit Reports and Follow up 

Reports are submitted to the Parliament through this committee and published on its 

website. Both Media (broadcast and print) are engaged through press conferences for 

issue of the Annual Audit Reports and Performance Audit reports. Currently there is no 

formalized strategy to stimulate citizens to access in public sector audit and the RAA, 

beyond audit reports.  The RAA has a robust follow up system which is facilitated through 

ÀĀ M¢ ÙĀÀÌúÙÓ ĚĴĚġÙÿ ÎÀúúÙÓ ˨ ĥÓíġ MĀæĆĖÿÀġíĆĀ _ÀĀÀçÙÿÙĀġ zĴĚġÙÿ˩ ĲëíÎë ÙĀĚĥĖÙĚ

effective implementation of the recommendations and the value and benefits of its 

audits. It has played a major role in strengthening the fiscal discipline, making 

government accountable and ensuring economic and efficient use of scare public 

resources.  

The RAA has initiate several development programmes funded by development partners 

to address major challenges such as audit manuals and guidelines, audit information 

and management system, implementation of ISSAIs, risk - based methodology, capacity 

development of auditors (trainings including quality assurance) and infrastructure 

development. Most of these activities were carried out through in house expertise as 

well as experts from IDI and donors. The audit resource management system (ARMs) 

and using ISSAIS as authoritative standards has improved audit documentations 

immensely. The review of the manuals and guidelines provides good basis for 

conducting high quality audits. The pilot audits conducted for all the disciplines of audits 

under the 3i programmes by I 2M íĀÓíÎÀġÙÓ ÌÙġġÙĖ ÎĆÿēúíÀĀÎÙĚ ġĆ Mzz M˫Ěˋ íÿēĖĆıÙÓ

documentation, strengthened QA function and policy and the RAA is beginning to see 

the benefits of full compliances through this assessment after fully implementing the 

ISSAIs as an authoritative standar d. 

The past experiences of capacity building programmes of RAA had shown to be 

successful in terms of augmenting the overall capacity of RAA in terms of human 

resources and organizational systems. As the country is soon to graduate from least 

developed (LDC) category, RAA may face challenges of securing funds from donors 

outside the country for capacity building. However, the RAA needs to sustain its capacity 

building initiatives through collaborations with peer SAIs and professional bodies.  
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b) I ndependent Review Statement 

 

 

SAI Performance Report of the Royal Audit Authority of Bhutan dated 28 
December 2020  

The INTOSAI Development Initiative (IDI), as operational lead on SAI PMF, provides 
support to SAI PMF assessments where requested. Such support includes 
conducting independent reviews (IR) of draft assessment reports. A request for such 
an IR was received from the SAI on 18 January 2019 in agreement with the Head of 
SAl.  

This SAI Performance Report (SAI- PR) was prepared by Ms Rinzin Lhamo as team 
leader, supported by Mr Dorji  Wangchuk and Mr Bikash Rai as team members. The 
team leader and the team members together are considered to have the appropriate 
skills and experience to produce a high - quality assessment.  

The independent reviewers were selected by IDI. The design of the independent 
review process was included in the assessment Terms of Reference and approved 
by the Auditor General of the Royal Audit Authority of Bhutan. The Terms of Reference 
for the assessment was also sent to IDI for comment. The assessment has been 
conducted as a self-  assessment through the IDI  ˟ASOSAI initiative on Strategy, 
Performance Measurement and Reporting (SPMR). The initiative was funded by the 
Swiss State Secretariat for Economic Affairs (SECO) and IDI.  

In compliance with recommended SAI PMF methodology, the Auditor General 
received the draft report for review and official comment with the objective of 
ensuring that the report is factually correct.  

The independent review arranged by IDI was carried out by Mr Frank Grogan. The 
reviewer had no responsibility for preparing the SAI - PR and has been properly 
trained and is considered to have the knowledge and experience necessary for this 
task. The objective of this review was to ensure that the SAI PMF methodology had 
been adhered to, that the evidence in the SAI-PR was sufficient to justify the indicator 
scores, that the analysis was consistent with the evidence, and that the executive 
summary was consistent with the analysis in the rest of the SAI - PR. The review 
concluded that all objectives ha ve been satisfactorily met in the final report dated 28 
of December 2020.  

Significant matters raised during the independent review process have been 
addressed in this version of the SAI - PR. 

 

 

Prepared by: Mr Frank Grogan  

Date: 8. January 2021 
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c) Observations on the RAAôs Performance and Impact 

i) Integrated Assessment of RAAôs Performance 

Performance change - comparing the results from the SAI PMF assessment of 2015 and 

the current assessment (repeat assessment) 

Following the recommendations based on the results from the SAI PMF assessment in 
2015, SAI Bhutan has prioritized ISSAI implementation as a part of its strategy for 2015-
2020. The SAI PMF report indicated the need to further strengthen the audit processes  
and documentation of audit work performed, if the audits conducted by SAI Bhutan were 
to meet the requirements of ISSAIs. The RAA has embarked on implementation of ISSAIs 
as its authoritative auditing standards since 2016. The initiative was basically aim ed at 
putting in place improved processes and procedures to enhance quality, credibility and 
professionalism of RAA.  

The World Bank has provided funding for a support programme from 2016 to 2017. The 
RAA signed Statement of Commitment (SOC) with the IDI to roll out 3i Phase II Pilot in 
April 2016 and agreed on range of activities stretching until July 2018. 

To kick- start the project, two separate project facilitation team and mentors teams were 
selected. The project team comprised of members representing hi gh level management 
to facilitate smoother decision making related to ISSAI implementation. Six mentors, 
two for each stream of audit were selected by the IDI based on the nominations made 
by the management. The mentors are assigned to facilitate the exper ts from the IDI in 
delivery of training as well as to act as a bridge between the training participants and 
IDI experts on any issue related to the subject matter throughout the implementation of 
the ISSAI. A total of 60 auditors, 20 for each stream were t rained in July 2016 by the 
experts from IDI and respective mentors. Subsequently, after the trainings were availed, 
different groups for conducting initial mapping of audit practices and iCAT for all 
streams were formed and were assigned the respective tas ks. With the completion of 
mapping exercises, each group has identified various gaps in the topics assigned to 
them and has proposed list of strategies in bridging the gaps. This document 
consolidated all those gaps and strategies proposed by each team.  

The targeted capacity development projects have resulted in improved performance of 
RAA in terms of conducting audits which are increasingly aligned with the ISSAIs and 
with higher quality. For financial audit (FA) the review of the sampled audit files 
demonstrates that the RAA has substantially improved the documentation of the audits 
and the SAI plans and implements financial audits with higher quality. At the time of the 
assessment in 2015 the audit files were not very well documented. The performance 
audit (PA) files reviewed also demonstrates that performance audits have a higher 
quality. And one key improvement is that the SAI now publishes its performance audit 
reports which were not done earlier. A follow up system of PA recommendations was 
under imple mentation in 2015. Performance in this area has been strengthened, but 
there is still clear room for improvements. The quality of compliance audits (CA) is 
weaker compared to PA and FA. There has been a substantial improvement in planning 
CA in terms of communicating better with the auditee, and defining scope and criteria. 
The improvement in planning has not translated into stronger performance in 
implementing CA. Another aspect that can positively contribute to increased audit 
quality is by strengthening the quality assurance function. Responsibility of QA has been 
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clearly established, the QA reviewers are independent and the results are reported to 
the Head of SAI. A weakness still is that QA does not cover all the audit streams.  

Other key aspects to highlight are substantial improvement in external communication. 
Since 2015 the RAA has developed Stakeholder Engagement Strategy 2018- 2023 which 
is aligned to the overall strategic plan. Key stakeholders, messages and tools and 
approaches for external commun ication have been identified. There has been increased 
communication with the Executive that goes beyond communication during the 
individual audit engagements in terms of discussing key cross cutting issues of common 
concern. The RAA has also increased its engagement with the media. At the time of the 
SAI PMF assessment of 2015 there was minimal communication with media. Now the 
SAI conducts press conferences and issue press releases.  

The development is in general positive for RAA. It is important to keep i n mind that there 
is still scope for improvements across all domains, particularly in terms of consistency 
in application of manuals and guidance. This is further detailed in the next section that 
presents the analysis of the results of the current SAI PMF  assessment.  

Results from the current assessment 

Substantial improvements are required in areas of internal governance specifically on 
improving compliances to methodologies in conducting audits, risk assessment and 
consideration of materiality concepts, and engagement of stakeholders in the audit 
process. There is a need to sustain the initiatives of human resource development and 
quality control and assurance system to ensure that critical capacity of the organization 
is developed and sustained further. The RAA conducts training needs assessment and 
ĀĆġ ÌÀĚÙÓ ĆĀ ġëÙ úÙÀĖĀíĀç ĀÙÙÓ ÀĀÀúĴĚíĚ ĲëíÎë Ĳíúú íÓÙĀġíæĴ Àúú ġëÙ ÀēēĖĆÀÎëÙĚ Ćæ v ˫Ě
disposal and transfer of knowledge in a way that affects the performance. The learning 
needs strategy should be aligned t o the strategic and operational plan. The gaps in the 
plans and processes for professional development and training can be attributed to lack 
of human resource strategy in place.  

At the institutional level, the legal framework for independence of RAA and h ead of SAI 

is established in the Constitution of the Kingdom of Bhutan 2008, and further defined in 

the Audit Act of Bhutan 2018. The RAA has full functional independence but fails to 

ēĖĆıíÓÙ æíĀÀĀÎíÀú ÀĀÓ ĆĖçÀĀíĸÀġíĆĀÀúː ¢ëÙ v ˫Ě ÌĥÓçÙġ íĚ ĚĥÌöÙÎġ ġĆ ĚÎĖutiny by the 

Ministry of Finance (MoF), and the budget proposed were deducted ranging from 5% to 

16% during the last three FY 2016- 17, 2017- 18 & 2018- 19. However, the supplementary 

budgets proposed by RAA were approved by MoF which surpassed the budget proposal 

for the last three years by 3.60% in FY 2016- 2017, 13.18 % in FY 2017- 2018 and 3.05 % in FY 

2018- 2019. 

The RAA enjoys limited human resource independence as its employees are governed 

by the Civil Service. This may have potential to limit RAA in obtaining required 

professionals. Except for these two limitations of independence of Human Resource and 

budgeting, the legal framework under which the RAA operates substantially meet the 

basic INTOSAI principles and declarations as supported by UN resolutions. Although the 

Supreme Court is the guardian of the Constitution and having final authority on its 

interpretation it does not clearly stipulate legal protection by a supreme court against 

ÀĀĴ íĀġÙĖæÙĖÙĀÎÙ Ĳíġë ġëÙ v ˫Ě íĀÓÙēÙĀÓÙĀÎÙː 
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The coverage for performance audit has been assessed as adequate and also depicted 

in figure 1.  Ensuring desirable audit coverage for financial audits and compliance audits 

is seen to be a constant challenge. The coverage for financial and compliance audit falls 

below the criteria specified for securing the minimum score. The audit universe 

constitutes government budgetary agencies holding separate Letter of Credit (LC) 

Accounts, Government Corporations and Financial Institutions (its units and branches 

identified as separate audited entity, and other non -çĆıÙĖĀÿÙĀġÀú ÀçÙĀÎíÙĚ ĥĀÓÙĖ v ˫Ě

audit jurisdiction). The fragmentation of agencies results in duplicity of administrative 

1 

2 

3 

4 

5 

6 

7 

Figure 1 : Performance audit coverage by sector 
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works related to auditin g of those agencies and loss of focus and overview of 

performance or expenditure pertaining to specific functions/organs of the government. 

There is a scope for considering and re - examining audit universe and consolidating into 

fewer audited agencies based on functions/authorities of those agencies. Also the 

current practice of auditing donor assisted projects at component level is leading to 

fragmentation of audit resources. This apparently restricts the auditors to obtain 

overview of expenditure and opera tions on the whole.  

As per the Public Finance Act, the MoF is required to submit the Annual Financial 

Statement of the Royal Government of Bhutan within six months from the closure of 

Financial Year (i.e 30th June). There is no requirement to submit accoun ts to the RAA by 

the agencies and therefore, submission of financial statements has not been put in 

place. The RAA does not report on non- submission of accounts by the agencies. There 

is a risk of RAA being not able to enforce accountability when agencies do not submit 

their accounts and timely audits are not facilitated. At least 40% of individual financial 

audit report and 20% of individual compliance audit reports were submitted within the 

agreed timeframe (plan date). However, the annual audit report wh ich is the 

consolidation of both the financial and compliance audit reports are submitted within 

the statutory timeframe as per the Audit Act 2018.  

The compliance audits are planned by merely listing out entities without any risk 

assessment and materiality ː ¢ëÙ ĚġÀ÷ÙëĆúÓÙĖ˫Ě ÙĳēÙÎġÀġíĆĀĚ ÀĀÓ ÙÿÙĖçíĀç ĖíĚ÷Ě ÀĖÙ ĀĆġ

taken into account in the overall audit plan. There is no clarity of compliance audit 

universe. Currently, audit universe for compliance audits include only government 

owned corporations and finan cial institutions. These are fragmented resulting in 

multiple agencies as every sub - unit office under particular organization is considered 

as separate audit entity. Except for theme based compliance audits, government entities 

are not subject to regular c ompliance audits.  

The improvements however, would depend on how RAA will be able to persuade 

relevant authorities for changes in the provision of the Public Finance Act. There is a 

need for structural reforms in the Public Finance Management System of the  Royal 

Government of Bhutan in terms of regulating of budget and reporting of expenditure by 

budgetary agencies. In the existing PFM system, every budgetary agency is identified 

through specific LC accounts allotted by the Ministry of Finance. The MoF thro ugh the 

Departments (Department of National Budget (DNB) and Department of Public Accounts 

(DPA) regulate budget and expenditure of all LC holding agencies separately. There is 

no consolidation of accounts at Ministry/ Central Agency Level except at the ce ntral 

government level.   

At the organizational level, there are opportunities to bring improvement in the overall 

quality of audit results and reports. Despite various initiatives of improving audit 

process and procedures through development of manuals an d guidelines, the 

assessments show that there is a lack of consistency in application of manuals, 

guidelines and quality control processes specifically for compliance audits. The varied 

application of audit processes indicates different levels of technical  knowledge of 

auditors attributable to new concepts and methodologies of compliance audits and also 

in the absence of approved compliance audit guidelines. The RAA also faces challenges 

in audit of hydropower projects as it requires specialized knowledge a nd skills. The risk 
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associated with audit of hydropower projects is high as the subject is highly complex 

with huge environmental impacts and debt concentrated in a single economic activity. 

The audit report on Public Debt Management (2014) raised audit findings on huge gap 

between the growth of expenditure and internal revenue, hydrological risk, projects 

achieve the values for money through audits. It seems that the inadequate audit 

coverage is because of market, construction, cost and time overruns risks  that could 

have an adverse effect on the stability of the economy. As such, RAA need to develop 

appropriate expertise of auditors in this area to ensure that risk are managed and the 

fragmented audit entities without consolidation of accounts of sub - units and offices. It 

diffuses audit focus and over view of the whole operations at central office level 

(Ministry, Head Office level) and creates artificial gaps in human resource. The RAA 

developed strategies of prioritization and categorisation of agencies t o ensure 

reasonable audit coverage. There is opportunity to improve on consideration of risk and 

materiality in the audit planning and execution particularly for performance and 

compliance audits. The inconsistencies in application of manuals and processes  

basically result from gaps in knowledge of auditors performing jobs and/or inadequate 

supervision by supervisors.  A robust quality control (regular supervision throughout 

audit process) and independent quality assurance review systems for all streams are  

desirable to ensure consistent application of manuals and guidelines and better quality 

of output. The RAA already has Quality Assurance Division. However, it was involved in 

quality control of audit reports. With recent decision to do away with reviewing  audit 

reports, the division is mandated to carry out regular quality assurance reviews of 

audits carried out by different auditing divisions. The quality assurance review was 

limited to only financial audits during the period of review and has excluded 

performance and compliance audits and other non - auditing activities of RAA. There is 

scope for improvement when the division operationalizes and implements it Quality 

Assurance Review Plans including all streams of audits, outsourced audits and other 

non- audit activities.  

The Strategic Plan 2015- 20 was developed aligning to the term of the current Auditor 

General. The document was prepared with technical assistance from the IDI. The 

strategic intents articulated in the plan are aligned to the ISSAI 12 -  value and benefits 

of SAI. One of the strategies under being a model organization was developing 

performance management framework of RAA. It intended to develop performance 

indicators and to report performance and establish accountability of RAA for use of 

public resources. However, during the five year plan period of the Strategic Plan which 

ends in June 2020, the RAA has not been able to come up with its performance reports. 

The SAI PMF assessment showed that there were gaps in linking operational strategies 

and the strategic intents. There are no indicators to measure the performance of RAA 

íĀ ĖÙĚēÙÎġ Ćæ íĀġÙĀÓÙÓ ĆĥġÎĆÿÙĚː ¢ëíĚ ëÀÓ ġëĲÀĖġÙÓ ġëÙ v ˫Ě íĀġÙĀġ Ćæ ÙĚġÀÌúíĚëíĀç íġĚ

performance accountability for the resources it used. As an organization that seeks to 

be exemplar in good governance, it must demonstrate and subject itself to be 

accountable for the resources used.  

The RAA has working relationship with the Parliament through Public Accounts 

Committee. The Annual Audit Reports, Performance Audit Reports and Follow up 

Reports are submitted to the Parliament through this committee and published within 

the legal and/or agreed timeframe. There is a scope for rationalizing the timeframe for 
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the issuing of individual audit reports as the assessment showed dela ys in such issuing. 

PAC holds public hearings with the audited agencies to discuss unresolved issues and 

involves RAA as observer. However, the existing relationship is based on rules of 

procedures of Public Accounts Committee There is a scope for further engagement to 

ÿÀĳíÿíĸÙ ġëÙ ÌÙĀÙæíġĚ Ćæ v ˫Ě ĖÙēĆĖġĚ ÀĀÓ ÀúĚĆ ÙĀæĆĖÎíĀç ÀÎÎĆĥĀġÀÌíúíġĴ ĆĀ ĖÙĚēĆĀĚíÌúÙ

public officials and entities to take actions based on audit reports and recommendations. 

Recently, the RAA has developed Stakeholder Engagement Strategy and 

Communication Plans. The document identifies key stakeholders based on influence and 

interest and specifies a strategy of engaging them. The implementation of the 

communication plans was found not monitored.   There are opportunities for RAA to 

strengt hen relationship with Media and CSOs to demand accountability from 

responsible Ministries/officials and for dissemination of audit results to public at large.  

RAA has a robust follow up system which is facilitated through an IT enabled system 

ÎÀúúÙÓ ˨ ĥÓíġ MĀæĆĖÿÀġíĆĀ _ÀĀÀçÙÿÙĀġ zĴĚġÙÿ˩ː úú íĀæĆĖÿÀġíĆĀ ÀÌĆĥġ ġëÙ ÀĥÓíġ ÀĀÓ ġëÙ

details of audit issues and accountable officials are captured in the system. The review 

reports of AARs and performance audit reports are submitted twice in a year to the 

Parliament.  There are different levels of follow up which regularly reviews the actions 

taken and implementations of audit recommendations. There is opportunity for RAA to 

carry out holistic reviews, trend analysis and study the impact of implementation of 

corrective  actions taken. 

ii) The value and benefits of Supreme Audit Institutions ï making a difference to 

the lives of citizens 

ISSAI 12 propounds that the SAIs can deliver values and benefits under three broad 
headings: 

- Strengthening the accountability, transparency and integrity of government and 
public sector entities  

- Demonstrating ongoing relevance to citizens, Parliaments and other stakeholders  
- Being a model organization through leading by example  

There is a tremendous opportunity for the RAA to demonstrate values  and benefits 
ĥĀÓÙĖ Àúú ÀĚēÙÎġĚː ¢ëÙ v ˫Ě zġĖÀġÙçíÎ súÀĀ ʶʴʵʹ- 20 articulates its intents which were 
in principle aligned to the ISSAI 12. The regular and/or annual audits of public sector 
entities render effective control and checks on public expenditure and in enhancing 
accountability across the board. However, the strategic intents merely reflect the desire 
and would remain the same, if not supported and operationalized through appropriate 
strategies and plans. There is scope for scaling up implementatio n strategies 
particularly through engaging stakeholders.    

Strengthening the Accountability, Transparency and Integrity of Government and Public 
Sector Entity 

z MĚ˫ æĥĀÓÀÿÙĀġÀú ĖÙĚēĆĀĚíÌíúíġĴ íĚ ġĆ ēĖĆıíÓÙ ÀĚĚĥĖÀĀÎÙ ĚÙĖıíÎÙĚ ġĆ ÙĀëÀĀÎÙ ÎĖÙÓíÌíúíġĴ
of public sector through its audit and report. Financial, Performance and compliance 
audits are basically tools of SAIs to bring about improved accountability  ˟financial and 
performance, and improved compliance with laws, rules and regulations in the public 
sector. RAA being an independent and credible oversight body thus, has a greater role 
in building public trust and confidence in the use of public resources and performance 
of those charged with governance through its audit reports and recommendations. The 
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low ÀĥÓíġ ÎĆıÙĖÀçÙ ÀĚ ÀĚĚÙĚĚÙÓ æĆĖ E ÀĀÓ - ÎĆĥúÓ ĥĀÓÙĖÿíĀÙ ġëÙ v ˫Ě íĀġÙĀġ Ćæ
providing assurances on the public sector operations in terms of using public resources 
and ensuring compliances to rule of law in the public sector.  

The most notable recent change that RAA initiated in enhancing accountability in the 
public sector was bringing private contractors (engaged in government constructions) 
under accountability net. The RAA engaged with the relevant regulating authorities such 
as Construction Development Board, Government Property Management Division under 
the Ministry of Finance, and Contractors Association Board (non - governmental 
organization) and signed a Memorandum of Understanding (MoU) that allows holding 
private contractors accountable for any wro ngdoings/lapses in their engagement with 
the public sector. The RAA regulate the issue of audit clearances of private contractors 
for renewal of their licenses. There are opportunities to extend accountability 
obligations to other private businesses/firms engaging in contracts for all public 
ēĖĆÎĥĖÙÿÙĀġĚː ¢ëíĚ ĲĆĥúÓ ÀÓÓ íÿēÙġĥĚ ġĆ v ˫Ě ÙææĆĖġ íĀ ÎĖÙÀġíĀç À ĚÙĀĚÙ Ćæ
accountability amongst non - government entities partnering with government in public 
procurements. As Bhutan spends substantial budget in public  procurement, such 
mechanism of accountability would certainly promote ethical culture within private 
sector and enable the government to obtain the value for money in the resources spent.  

v ˫Ě ĀĀĥÀú ĥÓíġ vÙēĆĖġĚ ˜æíĀÀĀÎíÀú ÀĥÓíġ ĖÙēĆĖġĚ˝ˋ ÀĀÓ ēÙĖæĆĖÿÀĀÎÙ ÀĥÓíġĚ ÀĖÙ ÌÙíĀç
discussed and deliberated in the Parliament. These reports had rendered basis for 
numerous parliamentary resoluti ons and directives. The parliamentary directives are 
directed to the responsible agencies to initiate recommended actions based on the audit 
reports. Through this process, RAA is able to influence changes and remedial actions 
for improved governance and performance in the public sector. Some of the 
performance audit reports discussed were Operation of BCCI, In - country travels, 
Delivery of OPD services of JDWNRH, Provision of Drinking Water Supply etc. Besides 
ēĥÌúíĚëíĀç ġëÙ ĖÙēĆĖġĚ ĆĀ ġëÙ v ˫Ě ĲÙÌĚíġÙˋ Ćġëer platforms such as facebook and 
twitter are used to communicate its results to citizens at large. A substantial 
improvement since the SAI PMF assessment of 2015 is that the SAI now publishes its 
audit reports and has increased communication with media to  make the reports more 
accessible to the public. This can contribute greatly in terms of increasing RAAs impact. 
+ĖĆÎëĥĖÙĚ æĆĖ vĚ ÀúĚĆ ĚĥÿÿÀĖíĸÙĚ ġëÙ ÀĥÓíġ æíĀÓíĀçĚ ÀĀÓ v ˫Ě ÀÎëíÙıÙÿÙĀġĚː ¢ëÙ
audit of Punatshangchhu Hydroelectric Project Authority I˟ (July 2016) have reported on 
various shortcomings of preliminary studies in preparation of Detail Project Report that 
led to change in specifications or technology due to long delay in certain items of works 
which has cascading effect on subsequent stages. The RAA found that around 65% of 
total estimated cost overrun was attributable to execution of extra/deviated items and 
around 35% to price escalation over the period. A notional loss ranging from Nu 45,000 
million to 65,000 million due to time and cost ove rrun was reported 1.The RAA made 11 
recommendations to take corrective actions and to draw lessons for future mega 
projects involving huge public funds.  

The RAA recovered total amount of Nu 106.368 million in 2018 
ÀĚ ĆĀÙ Ćæ ġëÙ ĖÙĚĥúġĚ Ćæ v ˫Ě ĲĆĖ÷ː ¢ëíĚ Ėecovery represents 
cost savings to the government.  The Ministry had initiated 
amendment of existing Procurement Rules and Regulations 
based on the recommendations of the reviews conducted by 
the RAA.   

                                                           
1Auditor Generalôs Term Report 2015-2020 

As a cost saving to the 

government, the RAA 

recovered Nu. 106.368 

million in the form of 

Audit Recoveries in 2018 
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¢ëÙ ĖÙıíÙĲ Ćæ v ˫Ě æĆúúĆĲ- up mechanisms indicates th at it played a major role in 
strengthening the fiscal discipline, making government accountable and ensuring 
economic and efficient use of scare public resources.  

Demonstrating Ongoing Relevance to Citizens, Parliament and other Stakeholders 

SAIs demonstrate ongoing relevance by being responsive to the expectations of 
different stakeholders, challenges of citizens and emerging risks and changing 
ÙĀıíĖĆĀÿÙĀġ íĀ ĲëíÎë íġ ĆēÙĖÀġÙĚː ¢ëíĚ íĀıĆúıÙĚ æÀÎġĆĖíĀç íĀ ĚġÀ÷ÙëĆúÓÙĖĚ˫ ÙĳēÙÎġÀġíĆĀĚ
íĀ z M˫Ě ēĖíĆĖíġíÙĚ ÀĀÓ ġo be able to deliver. 

Generally, delivering quality audit reports on topical issues that render basis for 
informed decision making is one of the priorities of RAA. There is scope for enhancing 

relevance by discerning expectations and formulating strategies to address their 
concerns, and disseminating audit results to general public to demand greater 
transparency and accountability in public operations. Engaging and supporting 
sÀĖúíÀÿÙĀġ ġëĖĆĥçë À æĆĖÿÀúíĸÙÓ ēĖĆÎÙĚĚ ĲĆĥúÓ çÙĀÙĖÀġÙ çĖÙÀġÙĖ íĀġÙĖÙĚġ íĀ v ˫Ě ĲĆĖ÷
and enforce accountability in the use of resources and performance of those charged 

Figure 2: Example of Parliamentary resolutions based on audit reports  
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Ĳíġë çĆıÙĖĀÀĀÎÙː v ˫Ě ĖÙēĆĖġĚ ëÀıÙ ĖÙĀÓÙĖÙÓ ÌÀĚíĚ æĆĖ ıÀĖíĆĥĚ ēÀĖúíÀÿÙĀġÀĖĴ
ĖÙĚĆúĥġíĆĀĚ ÀĀÓ ÓíĖÙÎġíıÙĚ ÀĚ ÓÙēíÎġÙÓ íĀ æíçĥĖÙ ʶ ÀĚ ĚÀÿēúÙː v ˫Ě ĚġĖÀġÙçíÎ ēúÀĀ ĀÙÙÓĚ
to improve and factor in  ĚġÀ÷ÙëĆúÓÙĖĚ˫ ÙĳēÙÎġÀġíĆĀĚː ¢ëÙ ĖÙúÙıÀĀġ ĚġÀ÷ÙëĆúÓÙĖĚ ÎĆĥúÓ ÌÙ
engaged in identifying the potential topics for performance and compliance audits and 
also engaging during audit to focus on areas that have more potential to add value. 
Opportunities lie in eĀçÀçíĀç ÿÙÓíÀ íĀ ĖÙēĆĖġíĀç v ˫Ě ĖÙĚĥúġĚ ġĆ ġëÙ ēĥÌúíÎ Àġ úÀĖçÙː
CSOs have specific social interests that may augment the audit results if engaged in the 
audit process. 

The RAA initiated Stakeholders Satisfaction 
Survey in 2016 which was a one time 
ÙĳÙĖÎíĚÙː Mġ ëÀĚ ÓÙıÙúĆēÙÓ v ˫Ě
zġÀ÷ÙëĆúÓÙĖ˫Ě 8ĀçÀçÙÿÙĀġ zġĖÀġÙçĴ ʶʴʵʼ- 23 
which prioritizes stakeholders and lays 
down communication plans based on the 
assessed interest and influence. However, 
except for communication protoco ls with 
media, most of the strategies remain to be 
implemented. In terms of dissemination of 
audit reports through media, RAA has been 
able to actively engage both broadcast and 
print media ( as in figure 3) There is an 
opportunity to scale up stakeholder 
engagement through implementation of 
those identified strategies with other 
stakeholders  

Being a Model Organization through leading by Example 

v ˫Ě zġĖÀġÙçíÎ súÀĀ ʶʴʵʹ- 20 identifies one of its goals as being a model organization. 
As per the assessment, RA ˫Ě úÙÀÓÙĖĚëíē íĚ ÎĆÿÿíġġÙÓ ġĆ ēĖĆıíÓíĀç ÙĳÙÿēúÀĖĴ íĀġÙĖĀÀú
governance in terms of strategic directions, delegations of authority through different 
committees, effective internal communication and information dissemination process, 
external and internal au dit and promulgation of ethical conduct of staff.  

There are opportunities for instituting risk 
assessment systems for identifying, mitigating 
and monitoring major operational risks. The RAA 
does not include a statement of internal control 
íĀ ġëÙ v ˫Ě Ānual Audit Report. The other area 
for improvement is Strategic Planning Process 
and formulation of 

operational/annual plans. The Strategic Plan should 
factor in expectations of stakeholders and formulated on 
the basis of gaps in internal processes and capa city. RAA 
has regularly subjected itself to external reviews of its 
systems and processes besides having regular internal 
audit appointed by the audit committee. The latest review 
was SAI PMF was carried out in 2014- 15 by independent 
assessors from SAI Nor way and IDI. The report was 
published and uploaded on the webpage. 

Figure 3: RAA in the print media 
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The other opportunities are reporting on performance of RAA. The current practice of 
reporting is limited to reporting on achievement/completion of activities and not on 
achievement of envisaged goals. This was because the performance indicators could 
not be developed and there had not been regular monitoring of performance.  

iii) Analysis of the RAAôs capacity development efforts and prospects for further 

improvement 

As per the records reviewed, the RAA had continuously focused on development and 
sustenance of professional capacity of its staff. The adoption of ISSAIs as its 
authoritative auditing standards in 2017 saw scaled up trainings and development 
initiatives of RAA particularly on ISSAIs a nd core audit areas including quality control 
and assurance. The refresher courses were provided on a regular basis. To 
institutionalize the system and process aligned to the requirements of ISSAIs, existing 
manuals, guidance and templates were revised. Dr astic improvements are visible in 
terms of complying with the requirements of ISSAIs although there are gaps and 
inconsistencies in applications of concept of risk assessments and consideration of 
materiality.  

Through the Continuous Professional Development Policy 
(CPDP), the RAA implements the in- house trainings for its staff 
on a regular basis in line with the training schedules. The In -
house training are conducted at the Professional Development 
Center in Tsirang by in- house facilitators as wel l as experts from 
outside the country.  

The RAA had secured assistance from different projects (refer 
chapter 5.1 below) for enhancing the professional capacity of the 

auditors. The Austrian Development Cooperation (ADC) since 2012 has supported the 
RAA in strengthening the professional capacity for better governance. The RAA also 
received grants from the World Bank to strengthen its operational capacity to produce 
and disseminate quality audit reports as per the International Standards of Supreme 
Audit Inst itutions (lSSAls). Our assessment indicates that the audit manuals and the 
policies developed under these projects are being used and have substantially helped 
in improving the quality of audits and the methodologies. The audit teams were also 
trained in r isk based audit methodology which has proved to help the teams conduct the 
audits in line with the ISSAIs.  

The RAA has also greatly benefited from the Implementation Initiatives 3i programmes 
by the IDI. ISSAI Compliance Assessment Tools (iCATS) for three audit disciplines of 
Performance, Financial and Compliance Audits was carried out 
in 2015. At the professional development level, Subject Matter 
Experts from IDI (one each in Financial, Compliance & 
Performance audit) conducted ISSAI complaint audit works hop 
to 60 field auditors in July  2016 at iCISA, Noida, India.The RAA have now a pool of over 
206 ISSAIs trained auditors. At the organizational front the Financial Audit Manual, 
Compliance Audit Manual and Performance Audit Guidelines were revised by ISSAIs 
trained auditors and mentors. Under the programme, 6 ISSAI based pilots audits were 
conducted comprising of two from each discipline of audits and these reports 
underwent quality assurance review.  The assessment team saw that these 
programmes assisted the RAA in improving in its audit quality and reporting through 
improved audit methodologies, better compliances to ISSAIs, improved documentation, 
strengthened QA function and policy. 
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¢ëÙ ĆĀçĆíĀç ēĖĆöÙÎġ æĖĆÿ 2- ĆĀ ˨zġĖÙĀçġëÙĀíĀç ġëÙ ēĖĆæÙĚĚíĆĀÀú ÎÀēÀÎíġy of the Royal Audit 
ĥġëĆĖíġĴ æĆĖ ÌÙġġÙĖ çĆıÙĖĀÀĀÎÙ˩ íĚ ÙĳēÙÎġÙÓ ġĆ æĥĖġëÙĖ ÙĀëÀĀÎÙ ġëÙ ēĖĆæÙĚĚíĆĀÀú ÎÀēÀÎíġĴ Ćæ ġëÙ

auditors by availing long term studies as well as short term trainings of both in - country and ex 
country. 

The human resource strategy is b eing drafted to ensure effective implementation of the HR 
activities in line with the RAA strategic plan.  In order to ensure that appropriate competencies 
is required for carrying out all the disciplines of audit a competency framework is also being 
draft ed. 

With the Professional Development Centre in Tsirang being operational in 2019, it has immensely 
benefited in its effort to continuously develop and upgrade the knowledge and skills of the 
auditors through various in - house training programmes, thus rema ining relevant and adding 
value and benefits to the society by appropriately responding to the challenges of citizens, the 
expectations of different stakeholders, and the emerging risks and changing environments. The 
Centre aims to serve as a platform for professional growth, explore deeper collaboration, and 
promote research and exchange of expertise and training in auditing and in other related fields.  

The past experiences of capacity building programmes of RAA had shown to be successful in 
terms of augme nting the overall capacity of RAA in terms human resources and organizational 
systems. As the country is soon to graduate from the least developed (LDC) category, RAA may 
face challenges of securing funds from donors outside the country for capacity buildi ng. 
However, the RAA needs to sustain its capacity building initiatives through collaborations with 
ēÙÙĖ z M˫Ě ÀĀÓ ēĖĆæÙĚĚíĆĀÀú ÌĆÓíÙĚː 

d) S AI Management Use of Assessment Results 

This review was a new experience for the RAA as it was conducted as a self - assessment. The 
first SAI - PMF was conducted by IDI and SAI, Norway in 2014 as a peer review.  The assessment 
results can be used for benchmarking its performance against INTOSAI bes t practices and 
ISSAIs which was adopted as an authoritative standards and improve the compliances to audit 
ÿÙġëĆÓĆúĆçíÙĚ ÀĀÓ ĆġëÙĖ ÀĖÙÀĚ Ćæ v ˫Ě ÿÀĀÀçÙÿÙĀġː ¢ëÙ v Ĳíúú ÀúĚĆ ÌÙ ÀÌúÙ ġĆ ÎĆÿēÀĖÙ
the current status with the baseline of the SAIs performance  established in the last SAI - PMF 
assessment.   

¢ëÙ ĖÙĚĥúġ Ĳíúú ÀúĚĆ ÌÙ ĥĚÙÓ æĆĖ ÓÙıÙúĆēÿÙĀġ Ćæ ġëÙ v ˫Ě zġĖÀġÙçíÎ súÀĀ ʶʴʶʴ-2025 which is 
ÀúíçĀÙÓ ġĆ ġëÙ ġÙĖÿ Ćæ ġëÙ ĥÓíġĆĖ GÙĀÙĖÀúː ¢ëÙ ĖÙēĆĖġ Ĳíúú ÀúĚĆ ÌÙ ĥĚÙÓ æĆĖ v ˫Ě æĥĀÓ
mobilization efforts geared towards accomplishing the capacity development needs of the RAA. 
We hope that such assessment can also demonstrate progress and help in meeting the 
expectations of our stakeholders and particularly the value and benefits to the citizens of our 
country. The æíĀÀú ĖÙēĆĖġ Ĳíúú ÌÙ ĥēúĆÀÓÙÓ ġĆ ġëÙ v ˫Ě ĆææíÎíÀú ĲÙÌĚíġÙ ġĆ ĚëĆĲ ĆĥĖ ĚġÀ÷ÙëĆúÓÙĖĚ
how RAA contributes to strengthening accountability, transparency and good governance in the 
public sector.  

 

 

 

 

 

 

 

(Auditor General) 

 



 

 
16 

CHAPTER 1: INTRODUCTION 

The Supreme Audit Institution -  Performance Measurement Framework (SAI - PMF) is 
an objective performance measurement framework designed to give a high level 
overview of SAI performance and to facilitate managing, measuring and monitoring of 
SAI performance over time. The SAI - PMF assessment of RAA is based on SAI- PMF 
document endorsed at the INTOSAI Congress in Abu Dhabi in 2016. The purpose for 
undertaking the SAI- PMF assessment is to measure the performance of RAA and to see 
the state of affairs encompassing institut ional framework, organizational systems and 
professional development spheres. The specific objectives are to:  

 ̄ Benchmark the performance of RAA against the ISSAIs which was adopted by RAA 
as an authoritative standard and INTOSAI best practices; 

 ̄ Compare the current status with the baseline of the SAIs performance established in 
the last SAI- PMF assessment; 

 ̄ Provide the basis for preparing a New Strategic Plan 2020 - 2025  

In line with these objectives RAA adopted self - assessment with an independent review 
from I NTOSAI Development Initiative (IDI) as part of the Strategic Performance 
Monitoring Reporting Programme conducted by the IDI. The assessment was carried out 
by a team of three, led by Rinzin Lhamo and supported by Dorji Wangchuk and Bikash 
Rai from the Royal Audit Authority. All the three team members have the requisite 
knowledge to conduct the assessment as they possess adequate skills and knowledge 
in conducting all types of audits including Financial, Compliance and Performance 
Audits. All three of them have been actively involved in the ISSAI Implementation 
Initiative (3i Programme) of IDI. Rinzin Lhamo also participated in Training of Trainers 
and Assessors for SAI P˟MF organized by IDI held in Bhutan in 2014. Dorji Wangchuk 
was involved in the preparat íĆĀ Ćæ v ˫Ě zġĖÀġÙçíÎ súÀĀ ʶʴʵʹ- 2020 and mentor of 
Compliance Audits under the ISSAI Implementation Initiative.  

The assessment covered all domains given in the SAI- PMF guidance and all indicators 
in the endorsed version of SAI -  PMF 2016 with the exception of SAI 18- 20 which are not 
ÀēēúíÎÀÌúÙ ġĆ v Ĳíġë ˨µÙĚġÿíĀĚġÙĖ ÿĆÓÙú˩ː ¢ëÙ ÀĚĚÙĚĚÿÙĀġ ĲÀĚ ÌÀĚÙÓ ĆĀ v ˫Ě
structure and legal framework and covered the Financial Year 2017 - 20182. Where 
appropriate, evidence were obtained from audit and other support activities in the 
current financial year 2018- 19. The Terms of Reference to carry out the SAI- PMF 
assessment was approved by the Auditor General.  

  

                                                           
2 The Financial Year is from 1st July to 30 June. 
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CHAPTER 2: METHODOLOGY 

SAI PMF assessment is an objective and evidence- based assessment. The evidences 
were drawn principally from desk reviews, interviews, documentation and completed 
audit files as per approved Terms of Reference reviewed by IDI and approved by RAA. 
The Audit files included planning documentation, risk assessments, working papers, and 
draft re ports, communications with the audited entities, quality control documentation 
and the final reports.  

For sampling of Financial Audits stratification was adopted to pick audits from all the 
divisions and regions and the samples included audit of Ministries , Dzongkhags 
(Districts) and Local Government. The assessment team selected one audit each from 
the three Divisions under Department of Sectoral Audit in the RAA HQ and one audit 
each from the four regional offices.  

The assessment team randomly selected tw o compliance audits conducted by the 
Corporations and Financial Institutions Division which is representative as only few 
Compliance Audits are conducted by the Regional Offices which was not included for 
the assessment. The team also included one additional sample for assessing the 
indicators for outsourced audits.  

The team randomly selected three performance audits conducted by the Performance 
& Systems Audit Division and Thematic Audit Division under the Department of 
Performance and Commercial Audit Di vision in the RAA (HQ) for the assessment as no 
such audits are conducted by the regional offices.  The selection of sample is as follows:  

Table 1: Selection of sample 

TYPES OF 

AUDIT  
CATEGORY  

HQ 

LEVEL  

REGIONAL 

OFFICE 

TOTAL 

SAMPLE 

Financial Ministries, Dzongkhags 

(District), Local Government 

3 4 7 

Outsourced 

Audits  

Government Corporation 1 N/A 1 

Financial Audit Total  8 

Compliance Government Owned 

Corporation 

2 Not included in the 

assessment 

2 

Compliance Audit Total 2 

Performance Performance and Theme Based 3 N/A 3 

Performance Audit Total 3 

TOTAL  13 

The lists of sample files can be found in  Annex 2. 

Initially, responsibilities for specific domains were allocated to each team member. The 
team worked together to conclude on scorings for each indicator under its respective 
domains. Quality control during the assessment was done on an on - going basis by the 
assessment team to ensure that the assessment was on - track and that any missing 
information was requested and received during the assessment phase of the 
assignment. The assessment Team Leader was responsible to receive comments from 
the management on the draft versions of the assessment. The Team Leader ensured 
that all team members were consulted when dealing with elements of the assessment 
report relevant to their individual areas of input.  

The Research and Quality Control (RQAD) Division which is  well acquainted with the 
RAA but not part of the assessment team reviewed the  draft report for factual 
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correctness as part of quality assurance and provided feedback to correct any possible 
errors in the draft report.  

A list of interviewees, files and documents examined during the course of assessment 
can be found in Annex- 2. 
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CHAPTER 3: COUNTRY AND SAI BACKGROUND INFORMATION 

3.1 B hutan Country Context and Governance Arrangements 

Bhutan is a small and landlocked country, situated between China and India. It has an 
area of 38,394 square kilometres with altitude ranging from 150 meters to 7,500 meters 
above sea level 3 and with a population of 727,145.  Of the total land area, 71 percent is 
under forest cover, seven percent under year - round snow and glaciers, about three 
percent is cultivable agricultural lands, while meadows and pastures occupy four 
percent, and the remaining is barren, rocky or scrubland. It has three distinct climatic 
zones: alpine climate in the northern belt (4,000 masl), a cool temperate central belt 
(2000- 4000 masl) and a hot and humid southern belt (150- 2000 masl)4. 

Gross National Happiness: Bhutanôs Development Philosophy 

Gross National Happiness (GNH), the guiding development philosophy of Bhutan was 
expounded by His Majesty the Fourth Druk Gyalpo Jigme Singye Wangchuck. His Majesty 
ÙĀĥĀÎíÀġÙÓ ġëÙ ıíĚíĆĀÀĖĴ ĚġÀġÙÿÙĀġ ġëÀġˋ ˨GĖĆĚĚ `ÀġíĆĀÀúHappiness is more important 
ġëÀĀ GĖĆĚĚ 2ĆÿÙĚġíÎ sĖĆÓĥÎġ˩5. The Constitution of the Kingdom of Bhutan mandates, 
˨ġëÙ zġÀġÙ ĚëÀúú ĚġĖíıÙ ġĆ ēĖĆÿĆġÙ ġëĆĚÙ ÎĆĀÓíġíĆĀĚ ġëÀġ Ĳíúú ÙĀÀÌúÙ ġëÙ ēĥĖĚĥíġ Ćæ GĖĆĚĚ
ĀÀġíĆĀÀú ëÀēēíĀÙĚĚ˩6. The GNH consists of four pillars namely 1) Sustainable and 
equitable socio- economic development, 2) Conservation of environment, 3) 
Preservation and promotion of culture, and 4) Good governance and nine domains.  

The GNH was operationalized through policy and legislation during the reign of the 
Fourth Druk Gyalpo and GNH index was introduced in 2008 to measure our progress 
towards maximising GNH. The Index comprise of nine domains: psychological well -
being, health, time use, education, cultural diversity and resilience, good governance, 
community vitality, ecological diversity and resilience, and living standards. The nine 
domains include both conventional aspects of development such as standard of living, 
health and education as well as unconventional aspects such as psychological well -
being, community vitality, cultural diversity and time use 7.  

The GNH Commission was established to ensure that the development concept is 
mainstreamed into government planning, policies and implementation. In its efforts to 
operationalise GNH, the 17 National Key Result Areas (NKRAs) of the 12th Five Year Plan 
were formulated guided by the nine domains of GNH. The GNH Index score is an 
important determining factor for allocation of resources to the Local Governments 
(LGs) in the 12th FYP8. The development philosophy of Gross National Happiness is 
inherently aligned with the Sustainable Development Goals (SDGs). A rapid integrated 
assessment conducted by UNDP in October 2015 indicated high level of integration of 
the SDG targets with 11th Five Year Plan. Out of 143 relevant SDG targets, 134 were found 
to be included in the 11th FYP9.  

                                                           
3 NSB, Statistical Year Book 2016  
4 Twelve Five Year Plan, Volume I(2018-2023). GNHC 
5  Twelve Five Year Plan, Volume I(2018-2023). GNHC 
6 Article 9, Section 2 of the Constitution of the Kingdom of Bhutan 
7 Twelve Five Year Plan, Volume I(2018-2023). GNHC 
8 Twelve Five Year Plan, Volume I(2018-2023). GNHC 
9 Twelve Five Year Plan, Volume I(2018-2023). GNHC 
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Recent development and challenges 

The five jewels namely Hydropower, Tourism, Agriculture, Small & Medium Enterprises 
and Mining has also expanded rapidly. Our main driver of the e conomy however 
continues to be hydropower. The earnings increased mainly on account of increase in 
export tariff.  

The protection and preservation of pristine environment is another key pillar in the 
pursuit of Gross National Happiness. Bhutan is perhaps th e only country in the world 
that is carbon negative and which pledged to remain carbon - neutral for all times to 
come. 

+ëĥġÀĀ˫Ě KĥÿÀĀ 2ÙıÙúĆēÿÙĀġ MĀÓÙĳ ıÀúĥÙ íĀ ʶʴʵʻ ĲÀĚ ʴːʺʵʶ ĲëíÎë ēĥġ ġëÙ ÎĆĥĀġĖĴ íĀ ġëÙ
medium human development category positioning it at 134 out of 189 countries and 
territories 10. The GDP has grown from Nu. 100 billion in 2013 to Nu. 180 billion in 2018 
allowing the economy to be identified as one of the fastest growing in the world by 
several reputed international institutions such as the World Bank, ADB and The 
Economist. The GDP growth figures reached as high as 8% in 2016 and about 7% in 201711. 

_ÀĖ÷íĀç À ÷ÙĴ ÓÙıÙúĆēÿÙĀġ ÿíúÙĚġĆĀÙˋ +ëĥġÀĀ Ĳíúú çĖÀÓĥÀġÙ æĖĆÿ ġëÙ ¦`˫Ě úíĚġ Ćæ ZÙÀĚġ
Developed Countries in December, 2023 and the decision on BëĥġÀĀ˫Ě çĖÀÓĥÀġíĆĀ ĲÀĚ
endorsed during the 73rd session of the United Nations General Assembly held in 
December, 201812. Bhutan had fulfilled  the threshold levels for the Gross National 
Income (GNI) per capita and Human Asset Index (HAI) criteria during the  2015 and 2018 
triennial reviews, however had not meet the threshold for the Economic Vulnerability 
Index (EVI) during both the reviews. Bhutan will continue to receive the benefits of an 
LDC during the transition period of three years 13. 

However, the Bhutanese Economy is still facing numerous challenges and 
vulnerabilities which need to be carefully considered. Some of the challenges facing the 
economy includes single driven economic growth, capital intensive, youth 
unemployment, limited market access, trad e deficits and high reliance on external aid.  

Economic and Social Development 

¢ëÙ +ëĥġÀĀ˫Ě GĖĆĚĚ 2ĆÿÙĚġíÎ sĖĆÓĥÎġ ˜G2s˝ ĲÀĚ `ĥː ʵˋʺʻʷ ÿíúúíĆĀ íĀ ʵʽʼʴ-  81 and Nu.180 
billion in 2018. In 2013, GDP per capita was USD 2,464 and in 2017, it was USD 3,438. The 
human development index improved from 0.510 in 2005 to 0.612 in 2017 and poverty 
reduced from 31.7 percent in 2003 to 8.2 percent in 201714. Hydropower has been the 
main growth driver through direct export earnings. The economic growth is primarily 
driven by agriculture sector with a GDP share of about 41 percent followed by services 
and industrial sectors at 18 percent 15. The share of industrial sector to GDP increased to 
40.6 percent and tourism remained the highest foreign exchange earner.  

In Bhutan, people have free access to basic public health care as mandated by the 
Constitution. The public health care system delivers services through both traditional 

                                                           
10Human Development Indices and Indicators:2018 Statistical Update, UNDP 
11 The State of the Nation, 11th Session of the Second Parliament of Bhutan, June, 2018 
12 Twelve Five Year Plan, Volume I(2018-2023). GNHC 
13 Twelve Five Year Plan, Volume I(2018-2023). GNHC 
14  Twelve Five Year Plan, Volume I (2018-2023). GNHC 
15 Twelve Five Year Plan, Volume I(2018-2023). GNHC 
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and modern medicines. Average life expectancy has increased from 66.1 years in 2000 
to 70.2 years in 201716.  

Bhutan has free access to basic education to all and with rapid progress and is very 
close to achieving Universal Primary Education. As of 2018, the Adjusted Net Primary 
Enrolment Rate (ANER) stood at 96.8 percent, indicating that about 97 percent of 6- 12 
years old children are attending primary education and other equivalent forms of 
structured learning 17. The Gross Enrolment Ratio (GER) for secondary education 
(Classes VII- XII) was estimated at 89.3 percent18. The literacy rate in Bhutan stands at 
71.4 percent in 2017. Higher education in Bhutan is one of the most recent and important 
ÀÓÓíġíĆĀĚ ġĆ ġëÙ ÎĆĥĀġĖĴ˫Ě ÙÓĥÎÀġíĆĀÀú ĚĴĚġÙÿˋ Ĳíġë ġëÙ vĆĴÀú ¦ĀíıÙĖĚíġĴ Ćæ +ëĥġÀĀ ˜v¦+˝
having been set up in 2003 with 10 constituents and 2 affiliated colleges. These colleges 
cater to the needs of RAA with courses on accounting, commerce, business studies, 
finance, development economics, information technology, social science, financial 
management, engineering being offered. 

Despite achievements, the economy remains relatively undiversified with electricity 
constituting a significant share of GDP at approximately 13.2 percent19. Nearly 85 percent 
of trade is still with India. The changing disease patterns, onset of a triple burden of 
diseases and escalating cost of delivering health care amidst rising expectations are 
some of the key emerging challenges in the health sector 20. With a majority of the 
population dependent on agriculture, and the economy heavily reliant on hydropower 
and tourism, climate changÙ ÀúĚĆ ëÀĚ ĚÙĖíĆĥĚ íÿēúíÎÀġíĆĀĚ æĆĖ +ëĥġÀĀ˫Ě ĚĆÎíĆ ÙÎĆĀĆÿíÎ
development. Bhutan faces large fiscal gap with two - thirds of public expenditure funded 
by domestic revenue21. 

The Bhutan InfoComm and Media Authority (BICMA) is a regulatory body who regulates 
the ICT and media sector, while fostering an environment for fair and sustainable 
competition, stimulating innovation, encouraging investment and ensuring that all 
Bhutanese have access to quality ICT and media services at affordable prices, founded 
on the principles of GNH22. The authority facilitates continuous technological innovation 
towards improving the standards of ICT and media services. The development of media 
in Bhutan started with the national paper, Kuensel, and the national broadcaster, Bhutan 
Broadcasting Service (BBS) which are both state - owned. Television in Bhutan was 
introduced in 1999. +ëĥġÀĀ˫Ě æíĖĚġ ēĖíıÀġÙ ĀÙĲĚēÀēÙĖˋ +ëĥġÀĀ ¢íÿÙĚ ÀĀÓ +ëĥġÀĀ fÌĚÙĖıÙĖ
ĚġÀĖġÙÓ íĀʶʴʴʺ ÀĀÓ ĆġëÙĖĚ úí÷Ù +ëĥġÀĀ ¢ĆÓÀĴ íĀ ʶʴʴʼˋ +ĥĚíĀÙĚĚ +ëĥġÀĀ íĀ ʶʴʴʽ˜+ëĥġÀĀ˫Ě
first  business paper), The Journalist in 2009 and The Bhutanese in 2012. There were 
other private papers in our national language such as Druk Neytshuel in 2010, Druk 
Yoedzer in 2011, Gyalchi Sarshog in 2012 and Druk Melong in 2012. During the same 
period, a news magazine, Drukpa, and entertainment magazines, Trowa and Yeewong, 
were also launched. 

                                                           
16 Twelve Five Year Plan, Volume I (2018-2023). GNHC 
17 Twelve Five Year Plan, Volume I (2018-2023). GNHC 
18 Twelve Five Year Plan, Volume I (2018-2023). GNHC 
19 Twelve Five Year Plan, Volume I (2018-2023). GNHC 
20 Twelve Five Year Plan, Volume I (2018-2023). GNHC 
21 Bhutan: Public Financial Management Performance Report 
2212th Five Year Plan (volume II) 
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Governance structure and Political System 

Bhutan became a Democratic Constitutional Monarchy with the adoption of the 
Constitution of the Kingdom of Bhutan in 2008 where the DrukGyalpo is the Head of 
State and the Prime Minister, the Head of the Government.  The Constitution of Bhutan 
provides for a government consisting of three main branches namely Executive, 
Legislature and Judiciary. The country held its first ge neral election for the National 
Assembly in 2008.  The Constitution created a framework for a multi - party system of 
governance that is democratic.  

The executive power is vested in the Cabinet, headed by Prime Minister who is the leader 
of the party securin g the majority of seats in the National Assembly. The Druk Gyalpo 
appoints ministers from the members of the National Assembly on recommendations 
of the Prime Minister.  

The legislative power is vested in the Parliament, which consist of the Druk Gyalpo an d 
two houses: the National Council and the National Assembly. The National assembly 
consists of 47 members representing 47 constituencies in 20 Districts. The National 
Council consists of 25 non- partisan members representing one member from 20 
Districts an d 5 members nominated by the Druk Gyalpo. The Parliament consists of 72 
members in total and is elected for five years. The Parliament is held twice  a year during 
the summer and winter session.  

Bhutan has four major parties presently -  ¢ëÙ sÙĆēúÙ˫Ě 2ÙÿĆÎĖÀġic Party (PDP). Druk 
Phuensum Tshopa(DPT), Druk Namrup Tshogpa (DNT) and Bhutan Kuennyam Party 
(BKP). During the first election in 2008, DPT won 45 out of 47 seats which was the 
majority of seats won. In 2013, DPT won only 15 seats and PDP won 32 seats and won 
the elections. During the third parliamentary elections in 2018, DNT won the majority of 
30 seats and presently the ruling party.  

The judiciary authority is vested in the Royal Court of Justice which consists of the 
Supreme Court, the High Court, Dzongkhag23Courts and Drungkhag24 Courts, and any 
other Courts and Tribunals that may be established from time to time by the King on the 
recommendation of the National Judiciary Commission 25. The Chief Justice of Bhutan 
and the Drangpon of Supreme is appointed by the Druk Gyalpo in consultation with the 
National Judiciary Commission. There is an Anti - Corruption Commission, headed by a 
Chairperson, which is an independent authority and has the mandate to take necessary 
steps to prevent and combat corruption in the  Kingdom26. 

Power and authority is decentralized and devolved to elected Local Governments to 
facilitate the direct participation of the people in the development and management of 
their own social, economic and environmental well - being27. The Local Government Act 
2009 establishes local government at two tiers: in each of the twenty Dzongkhags 
(districts) and in each 205 gewogs (group of villages).  

                                                           
23 Dzongkhag - District 
24 Drungkhag - Sub-district 
25 The Constitution of the Kingdom of Bhutan, 2008, Article 21, Section 2 
26 The Constitution of the Kingdom of Bhutan, 2008, Article 27, Section 1 
27 The Constitution of the Kingdom of Bhutan, Article 22, Secton1 
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3.2 B hutanôs public sector budgetary environment 

PFM Sector in Bhutan and applicable legal framework 

The Constitution of the Kingdom of Bhutan 2008 lays down the principles for Public 
Financial Management (PFM).The key legislation which is the Public Finance Act, 2007 
regulates financial management for the effective and efficient use of public resources, 
accountability and fiscal policy and vests the overall responsibility of managing the 
public finances with the Council of Ministers 28.  The Financial Rules and Regulations 
(FRR) 2016 governs the Public Financial Management in Bhutan. The Public Finance Act, 
along with the FRR, empowers the Ministry of Finance (MoF) to set the government 
accounting standards and determine the financial reporting framework. The Ministry of 
Finance (MoF) is responsible for executing public financial management in Bhutan. It 
tables before Parliament three key documents: the audited financial statement of the 
financial year ended during each summer session, the budget policy and fiscal 
framework statement and the budget and appropriation bill 29. The financial year in 
Bhutan is between 1 July and 30 June.  

In June 2019, the Ministry of Finance implemented Electronic Public Expenditure 
Management System (e- PEMS) and Global Interchange for Financial Transaction (GIFT) 
-  an important milestone towards enhancing the Public Financial Manag ement and to 
promote cashless and digital payments in the country. The GIFT payment system 
launched by the Royal Monetary Authority is a payment platform developed to 
complement and support the settlement of interbank transactions for e - PEMS and the 
general public. The GIFT payment system supports 3 types of payment services ˟  BITS 
(or batched) settlement service, Real - Time Gross Settlement Service (RTGS) and Bulk 
Payment Service, BITS (or batched) settlement service. The implementation of e- PEMS 
and GIFT payment system is expected to eliminate the use of manual cheques, simplify 
bank reconciliation process, improve public service delivery through reduced 
turnaround time (TAT), minimize risks of fraud, corruption and rent seeking 
opportunities, reporting and  consolidation of the Government accounts, support 
initiative of moving towards cashless economy and reduce administrative burden 30. 
Further, it will also improve timely reporting and consolidation of the Government 
accounts which will help in making inform ed decisions. 

In Bhutan, the Financial Rules and Regulations is the financial reporting framework 
applied for all government agencies although not aligned to the internationally accepted 
accounting standard. The Bhutanese Accounting Standards (BAS) is released by the 
Accounting and Auditing Standard Board of Bhutan which is applicable to the 
incorporated/registered companies for preparation of accounts as their financial 
reporting framework and international auditing standard launched in 2015 applicable for  
audits of the incorporated/registered companies.  

According to the Public Financial: sÙĖæĆĖÿÀĀÎÙ vÙēĆĖġ ʶʴʵʺˋ ˨ĆıÙĖ ġëÙ ēÀĚġ ÓÙÎÀÓÙˋ
Bhutan has been making steady progress in strengthening public financial management 
covering budget preparation, budget execution, control, reporting and oversight. There 
is increased legislative oversight on budget approval through a Finance Committee and 

                                                           
28 Public Financial Management, Performance Report 2016 
29 Public Finance Act 2007, Article 13 
30 www.mof.gov.bt/news/e-pems-launch-22-july-2019/ 
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of audit reports through a Public Accounts Committee. As in other countries, the public 
at large has become more demanding íĀ ġÙĖÿĚ Ćæ ġĖÀĀĚēÀĖÙĀġ ÀĀÓ ÙææíÎíÙĀġ çĆıÙĖĀÿÙĀġ˩ː 

Budget Process and accountability  

The public sector in Bhutan comprises the central government (including local 
governments -  dzongkhag, gewog, thromdes, constitutional bodies and autonomous 
institutions) , which form the budgetary agencies.  

MoF prepares the budget which is subject to scrutiny by the legislature and sent to the 
Parliament for approval. The Ministry of Finance tables the audited financial statement, 
the budget policy and fiscal framework st atement and the budget and appropriation bill 
before the Parliament.  According to the Public Financial Management, Performance 
Report 2016 there exists a clear budget calendar and the budget circular is 
comprehensive, clear and reflects ministry expenditu re ceilings approved by the 
cabinet. Budget Calendar and Guidance on budget preparation gets score of A in the 
Public Financial Management Performance Report 2016. In May 2015 Finance Committee 
was constituted by the Parliament to review the budget, but th e legislative procedures 
for budget reviews are not comprehensive as there was no procedures for negotiation 
or public consultations 31. 

After the end of the financial year the annual financial statement (AFS) is prepared by 
MoF and sent to RAA for audit. The Public Financial Management Performance Report 
2016 states that the AFS were submitted to RAA within 6 months of the end of the fiscal 
year.   

The annual audit report is sent to the Parliament during the fourth quarter of the fiscal 
year on audits carrie d out during the previous fiscal year which consist of the report on 
the audit of the financial statements of the government. The Public Accounts Committee 
(PAC) have members representing from both the ruling and opposition party as well as 
the National Council. The five member PAC review and report to the Parliament on all 
the reports received from the RAA. There is clear evidence of follow - up by RAA on 
audits and gets a score of A as per the Public Financial Management, Performance 
Report 2016. 

Internal Audit 

Ministry of Finance is the parent agency for a government wide internal audit function. 
An Internal Audit Central Coordinating Agency report to the Secretary, Ministry of 
Finance administratively and to a high level Committee of Secretaries in case of  any 
disrespect or disregard of any internal audit functions and its recommendations 32.The 
internal audit is one of the important components in the national internal control 
framework along with RAA and the Anti - corruption Commission. The internal audits ar e 
functioning in all the twenty dzongkhags, ten ministries and two autonomous bodies. 
The International Standards for Professional Practice of Internal Auditing is being 
adopted by the Internal Audit Service in Bhutan. The audit engagements have been 
limit ed to only financial compliances securing a score of C in the Public Financial 
Management: Performance Report 2016. The report also states that management 
provides a partial response for majority of the entities audited.  

                                                           
31 Public Financial Management, Performance Report 2016  
32 Bhutan: Public Financial Management Performance Report 
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3.3 RAAôs legal and institutional framework, organizational structure and 

resource 

The legal framework for RAA is established in the Constitution of the Kingdom of Bhutan 
and the Audit Act 2018.  As per Article 25.1 of the Constitution of the Kingdom of Bhutan, 
it is responsible to audit and report on the economy, efficiency and effectiveness in the 
use of public resources. The RAA follows the Westminster model of Audit and reports 
to the Druk Gyalpo, Prime Minister and Parliament.  

Article 25.4 of the Constitution provides the mandate for the Auditor General to audit 
without fear and favour, or prejudice all departments and offices of the government 
including all offices in the Legislature and Judiciary, all public authorities and bodies 
administering public funds, the police and defence forces  as well as the revenues, public 
and other monies received and advances and reserves of Bhutan. The RAA has the 
mandate to conduct financial audits, compliance audits, performance audits and any 
other form of audit that the Auditor General may consider sig nificant and necessary. The 
mandates to carry out these audits are derived from the Section 69, 70, 71, 74 of the 
Audit Act, 2018. 

RAA undertakes financial audits at two tiers, one at the national level which is the 
consolidated financial statements of the  Royal Government and submitted to the 
Parliament as part of the Annual Audit Report (AAR).  The other at the individual entity 
level financial audits are carried out by the four regional offices and the division in the 
HQ on the financial statements submi tted by the individual entities. These audits express 
an audit opinion on whether the financial statements are prepared, in all material 
respects, in accordance with the applicable financial reporting framework of the 
financial operations as presented in t he financial statements for the consolidated 
financial statements of the Government as well as for the individual audit reports of the 
entities. RAA submits the Annual Audit Report (AAR) which comprises of unresolved 
audit findings issued during the calend ar year33 in the individual financial and 
compliance audit reports to parliament during the summer session (probably in May or 
June). The AAR also includes a separate chapter on the financial audit of the 
consolidated financial statements of the government.   

The performance audit reports are submitted to the Parliament and deliberated during 
the winter session.  

The Public Accounts Committee appointed by the Parliament reviews the Annual Audit 
Report and the Performance Audit Reports separately and accordingl y deliberate in the 
Parliament during the summer and winter session respectively. The RAA has access to 
information and has the powers to unhindered access to all of the books, accounts and 
related records, personnel records, information, performance monit oring and 
evaluation reports, records and reports pertaining to internal audits and such other 
records 34. 

Organizational Structure 

The RAA Headquarter (HQ) located in Thimphu is supported by four regional offices 
located in different parts of the country na mely: Tsirang, Bumthang, SamdrupJongkhar 
ÀĀÓ sëĥÙĀġĚëĆúíĀçː ¢ëÙ v ˫Ě ĆĖçÀĀĆçĖÀÿ íĚ ÀġġÀÎëÙÓ íĀfigure 1. 

                                                           
33 Calendar year- 1 January to 31 December  
34 Audit Act of Bhutan 2018, Section 61,1 
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CƛƎǳǊŜ пΥ  w!!Ωǎ /ǳǊǊŜƴǘ hǊƎŀƴƛȊŀǘƛƻƴŀƭ {ǘǊǳŎǘǳǊŜ 

The RAA HQ audits all Government Ministries, Headquarters of Government Owned 
Corporations, Financial Institutions, Autonomous Agencies, Armed Forces,  Judiciary, 
Non- Government Organizations (NGOs), Civil Society Organizations (CSOs), Religious 
Organizations (ROs) and three of the 20 Dzongkhags [8] in Bhutan. The four regional 
offices audit the remaining 17 Dzongkhags including the Local Government, branch 
offices of Government Owned Corporations and Financial Institutions and Regional 
Offices of the Central Government Agencies. 

RAA has four departments namely Department of Performance and Commercial Audits, 
Department of Follow - up and Regions, Department of Sectoral Audits and Directorate 
of Services each headed by a Deputy Auditor General. The four regional offices lie under 
the Department of Follow - up and Regions each headed by an Assistant Audit General. 
Each department is further divided into several  functional divisions.  

The four regional offices and the three divisions namely General Governance Division, 
Social, Communication & Information Division, Resource, Trade, Industry and Commerce 
Division under Department of Sectoral Audit conducts financial  audits of the audited 
entities under its respective jurisdictions. However, the RAA outsource financial audits 
of Government Owned Corporations and Financial institutions to external auditing firms 
empaneled by RAA. The financial audits of NGOs, CSOs and ROs are also outsourced to 
the local audit firms empaneled by RAA. 

The Compliance and Outsourced Audit Division under the Department of Performance 
and Commercial Audit conducts compliance audits of the Government Owned 
Corporations and Financial Institutions since financial audits of these agencies are 
carried out by the  external auditing firms. This division is also responsible for 
arrangement of outsource audits. The four regional offices also carry out entity based 
compliance audits for the Government Owned Corporations and Financial Institutions 
under their jurisdicti on. Such compliance audits are conducted to assess whether the 
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activities of the public sector are in accordance with the relevant laws, rules and 
regulations and policies governing such activities.  

The Performance Audit Division and Thematic Audit Division under the Department of 
Performance and Commercial Audits conducts the performance and theme based 
audits. Performance audits are conducted to ensure that the government activities and 
programmes achieve economy, efficiency and effectiveness and the inte nded objectives 
have been met and reports separately to the Parliament on such audits.  

Governance Structure 

The RAA is headed by the Auditor General. The Auditor General is assisted by an Advisory 
Committee consisting of the four Deputy Auditors General in  discharging his mandates including 
making major policy and executive decisions of the Authority.  

The other Governance Committees includes the following:  

1. Advisory Committee 

2. Human Resource and Governance Committee 

3. Audit Committee 

4. Procurement Committee 

5. Annual Audit Report Technical Committee 

6. Follow- up Committee 

7. Finance Committee 

8. Dzongkha Development Committee 

These committees formed for specific functions hold regular meeting either as per scheduled 
timing or as and when required by na ture of their responsibilities and assist on day to day 
management and operational issues and make decisions on all activities of auditing and non -
auditing activities  

Budget 

v ˫Ě ÌĥÓçÙġ ēĖĆÎÙĚĚ æĆúúĆĲĚ ġëÙ ĚġÀĀÓÀĖÓ ēĖĆÎÙĚĚ ĥĚÙÓ ÌĴ Àúú çĆıÙĖĀÿÙĀġ ÀçÙĀÎíÙĚ
as provided in the Budget Manual 2016. The Department of National Budget under the 
Ministry of Finance provides the overall guidance and timetable in line with the Budget 
Call notifications. The RAA budget of Nu. 312.09 million in 2017 - 2018 included Nu 136.04 
million as capital budget for the construction of Professional Development Centre in 
Tsirang funded by the Government of India. 

Table 2: Budget of RAA (FY 2016-2019) 

Sl. No. 
Financial 

Year 

Proposed 

Budget 

(Nu in million)  

Approved 

Budget 

(Nu in million)  

Supplementary 

Budget 

(Nu in million)  

Revised Budget 

(Nu in million)  

1 2016-17 366.18 311.05 68.79 379.84 

2 2017-18 270.95 257.54 54.55 312.09 

3 2018-19 239.11 198.76 47.87 246.63 

Source: AFD, RAA 
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Human Resource 

During the financial year (FY) 2018- 2019, the Authority had 280 employees comprising of 
190 male and 90 female representing 67.86 % and 32.14% respectively35. Out of 22 staff 
that was recruited in FY in 2018- 2019, 20 staff left the organization indicating net 
increase of merely 2 staff. During the FY 2017- 2018 there were in total 277 staff (170 in 
the RAA HQ and 107 in the four regional offices) an in FY 2020- 22 there was in total 278 
staff (151 in RAA HQ and 127 in the four regional offices.  

Table 2: Current Staffs in RAA 
 RAA HQ Four Regional Offices 

Audit Staff  2017-2018 2020-2021 2017-2018 2020-2021 

Deputy Auditor General 2 4 0 0 

Assistant Auditor General 7 8 3 3 

Deputy Chief Auditors 16 17 2 9 

Audit Officers 56 50 22 28 

Auditors 29 28 39 40 

On Secondment 4 3 0 0 

Total Audit Staff  114 110- 66 127 

Non-Audit Staff      

Accounts/Administration/HR/Planning/IT 

& Program Officers 56 41 41 47 

Total Non-Audit Staff  56 41 41  

Total Audit and Non-Audit Staff  170 151 107 127 

 
    

Source: Human Resource and International Relations Division  

Oversight Accountability Model 

¢ëÙ v ˫Ě fıÙĖĚíçëġ ĥÓíġ _ĆÓÙú ÓÙēíÎġĚ ġëÙ ÀúúĆÎÀġíĆĀ Ćæ ĖÙĚĆĥĖÎÙĚ ġĆ ġëÙ 8ĳÙÎĥġíıÙ ÌĴ
Parliament, to implement plans and programmes of the Government. The Government 
Executive is responsible and accountable to implement plans and activities and report 
to Parliament. The RAA, as an independent body, provides third party opinion on the 
accounts and operations of public entities to Parliament. From this relationship, the RAA 
draws its roles and responsibilities in promoting accountability.  

Through the Model the RAA aims to increase the impact of its audit results through 
partnership with its stakeholders. The RAA considers Parliament, which is the 
representative of the citizens, as the key stakeholder in determining the effectiveness 
of its audit services. The Government and its agencies play a vital role in supporting the 
RAA to discharge its Constitutional Mandates. Peer institutions like the ACC, Judiciary 
and OAG are enablers for addressing effective accountability issues towards promoting 
good governance. For professional growth and collaboration, the RAA seeks to 
strengthen its ties with international organizations and bodies like INTOSAI, ASOSAI, IDI 
and regional bodies. The engagement of the media, CSOs and citizens is essential to 

                                                           
35 RAA HR Report 2018-2019 
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Figure 4: Oversight Accountability Model, Source: RAA Strategic Plan 2015-2020  

attract the attentio n of our stakeholders on the issue of efficiency and effectiveness of 
the public resources accountability system in the country.  
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CHAPTER 4: ASSESSMENT OF THE RAAôS PERFORMANCE 

4.1 DOMAIN A: INDEPENDENCE AND LEGAL FRAMEWORK 

Domain A covers the independence of the Supreme Audit Institution (SAI) and its legal 
mandate. The independence of the SAI has to be clearly defined in the Constitution or a 
comparable legal framework in order to ensure and guarantee appropriate and effective 
legal position of SAIs within the state.  

ISSAI 1 (The Lima Declaration) and ISSAI 10 (The Mexico Declaration on SAI 
Independence) are the main source of best practice of this domain. Section 6 and 7 of 
ISSAI 1 also calls for independence of the members and officials and financial 
independence of SAIs. ISSAI 10 further reiterates the existence of an appropriate and 
effective Constitutional/statutory/legal framework and the independence of SAI heads 
and members (of collegial institutions), including security of tenure and legal immunity 
in the normal discharge of their duties. It gives SAI the mandate to conduct financial, 
compliance and performance audits.  

Domain A comprises two indicators. The following table provides an overview of the 
dimension and indicator scores. Section 4.1.1 and 4.1.2 provide further details. 

Table 3: Domain A 

Domain A: Independence and legal 

framework 
Dimensions Overall 

score 
Indicator  Name i ii  iii  iv 

SAI ï 1 Independence of the SAI 3 2 2 4 3 

SAI ï 2 Mandate of SAI 4 4 4  4 

4.1.1 SAI -1: Independence of the SAI - Score 3 

Narrative  

SAI- 1 measures the degree of independence enjoyed by the SAI, by assessing the key 
aspects of independence set out in the Lima Declaration (ISSAI 1) and the Mexico 
Declaration (ISSAI 10).  

The indicator consists of four dimensions:  

(i) Appropriate and effective constitutional framework  

(ii) Financial Independence/Autonomy 

(iii)  Organizational Independence/Autonomy 

(iv)  Independence of the Head of SAI and its members 

The legal framework for independence for RAA is established in the Constitution of the 
Kingdom of Bhutan 2008, and further defined in the Audit Act of Bhutan 2018. The RAA 
has full functional independence as it has the power to determine its own rules and 
procedures for managing the core audi t function and in fulfilling its mandates enshrined 
in both the Constitution and the Audit Act of Bhutan 2018 however limited financial and 
organizational independence. The budget of RAA is proposed to the Ministry of Finance 
as part of the national budget  and approved by the Parliament.  There is no right of direct 
appeal to the legislature in case it falls short of the budget approved by the Parliament.   

The Auditor General is not free to independently decide on all human resource matters, 
including appointments of staff and establishment of their terms and conditions. The 
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Royal Civil Service Commission (RCSC) determines the organizational structure and the 
power to regulate appointment, management and dismissal of its staffs in accordance 
with the Civil Service Act. As such, RAA is not free from direct interference from the 
executive in the organization and management of its office. There is also no legal 
ēĖĆġÙÎġíĆĀ ÌĴ ġëÙ zĥēĖÙÿÙ -ĆĥĖġ ÀçÀíĀĚġ ÀĀĴ íĀġÙĖæÙĖÙĀÎÙ Ĳíġë v ˫Ě íĀÓÙēÙĀÓÙĀÎÙː 

Dimension i: Appropriate and effective Constitutional framework 

The Constitution of the Kingdom of Bhutan provides legal framework for establishment 
and independent functioning of the Royal Audit Authority 36 (RAA) headed by the Auditor 
General.  

The Constitution under Article  4 envisages RAA to audit the public resources and giving 
mandate to audit all government agencies including Legislature, Judiciary and the 
Defence. 

As per Section 11 of the Audit Act of Bhutan, the RAA enjoys full functional independence 
including plannin g and programming, investigation and reporting with regard to 
auditing. As stated in Section 56 (1) of the Audit Act of Bhutan 2018, the RAA has the 
power to determine the objectives, scope, frequency and findings of audits in 
accordance with the laws and Generally Accepted Auditing Practices. The RAA has the 
power to issue statements on the Generally Accepted Auditing Standards or adopt 
international standards and other best practices 37. The Auditor General may re- audit 
accounts and operations on any organization or its specific matter and accounts under 
its jurisdiction if necessary. The RAA can conduct physical verification of stores, stocks, 
assets, services and cash balances or perform site visit to confirm the existence, 
conditions, locations, adequacy of assets or infrastructures and may also conduct ad -
hoc check or visit premises of public entity without prior notice to the concerned entity.  
The RAA is the final authority to settle or resolve any audit issues.  

RAA has wide jurisdiction to carry out pe rformance, financial, compliance, special audits 
and any other form of audits that the Auditor General may consider appropriate as per 
the Section 69 of the Audit Act of Bhutan 2018. The Druk Gyalpo (His Majesty the King) 
can command to audit any entity or  activity, and the Parliament, by resolution can direct 
that the accounts of such entities be audited by the Auditor General. Existence of such 
powers and jurisdiction in the Constitution and the Act ensures a high degree of initiative 
and autonomy.  

The appointment, terms and cessation of the Auditor General is guaranteed by the 
Constitution 38. The Auditor General is appointed by His Majesty the King for a term of 
five years or until attaining the age of sixty -  five years, whichever is earlier.  

The legal prĆġÙÎġíĆĀ íĀ ÎÀĚÙ Ćæ ÀĀĴ íĀġÙĖæÙĖÙĀÎÙ Ĳíġë ġëÙ v ˫Ě íĀÓÙēÙĀÓÙĀÎÙ íĚ ĀĆġ
adequately provided in the Constitution as it only declares the Supreme Court as the 
guardian of the constitution and the final authority on its interpretation 39.  

RAA can report on any matters that affect their ability to perform their work in the 
Annual Audit Report (AAR) in line with the Section 113 (10) of the Audit Act of Bhutan 
ʶʴʵʼː ¢ëÙ v ʶʴʵʼ ÌĖíÙæúĴ ÓÙĚÎĖíÌÙĚ v ˫Ě ÎëÀúúÙĀçÙĚ ÀĀÓ íĚĚĥÙĚ ĚĥÎë ÀĚ íĀÀÓÙĕĥÀġÙ

                                                           
36 Article 25.2, 25.1,25.4 and 25.5 of the Constitution of the Kingdom of Bhutan 2008 
37 Section 55 (3) of the Audit Act of Bhutan 2018 
38 Article 252 and 25.3 of the Constitution of the Kingdom of Bhutan 2008 
39 Article 1.11 of the Constitution of the Kingdom of Bhutan 2008 
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manpower, competency çÀēˋ ĚĥĚġÀíĀÀÌíúíġĴ Ćæ Mzz M˫Ě ÀĀÓ íĀÀÓÙĕĥÀġÙ íĀæĖÀĚġĖĥÎġĥĖÙ
impacting work performance and also in the subsequent Annual Audit Reports.  

The RAA has strived to promote, secure and maintain an appropriate and effective 
constitutional, statutory/ legal frame work as the Audit Act of Bhutan 2006 was repelled 
and Audit Act of Bhutan 2018 came into effect on 18th July 2018. The main purpose of the 
new audit act was to make changes in accordance with the Constitution which was 
adopted in 2008 later to the enactmen t of the Audit Act of Bhutan 2006. As the 
Constitution guarantees full independence of RAA, it proposed for both financial and 
ĆĖçÀĀíĸÀġíĆĀÀú íĀÓÙēÙĀÓÙĀÎÙ íĀ ġëÙ ĥÓíġ +íúú ʶʴʵʼ ÀĚ v ˫Ě ÌĥÓçÙġ íĚ ÌÙíĀç ÀēēĖĆıÙÓ íĀ
line with the Budget Appropriation Bill p roposed to the Parliament as part of the 
National Budget and the management of the human resources being governed by the 
Royal Civil Service Commission (RCSC) in line with the Civil Service Act 2010. However, 
explicit financial and organizational independe nce being proposed in the Audit Bill was 
not approved by the Legislative Committee of the Parliament 40. 

Dimension ii: Financial Independence/Autonomy 

As per Article 14 of the Constitution, the State shall make adequate financial provisions 
for the independent administration of the Authority.  It implicitly provides financial 
independence that the State shall provide financial provisions for the independent 
ÀÓÿíĀíĚġĖÀġíĆĀ Ćæ ġëÙ ĥġëĆĖíġĴː KĆĲÙıÙĖˋ ġëÙ v ˫Ě ÌĥÓçÙġ íĚ ÀēēĖĆıÙÓ ÌĴ ġëÙ
Parliament as part of the  National Budget in line with the Public Finance Act 2007. Since 
the RAA follows the government budgeting procedure and request budget through the 
Ministry of Finance (MoF) to the Parliament, the RAA in practice cannot be described as 
being independent of the MoF. 

According to the Administration and Finance Section, RAA submits the budget proposal 
to the MoF at the end of every third quarter of the financial year in line with the budgetary 
process of the government as stated in the Budget Manual 2016 of the Ministry. The 
budget call for the FY 2019- 2020 was issued by the MoF on 25th January 2019.  The budget 
call notification contains specific instructions on the forms, budget heads and limits that 
need to be adhered to by all budgetary agencies. The budget discussion is held between 
RAA and the Department of Budget in line with the budget call notification. The budget 
ceiling of RAA in FY 2019- 2020 was Nu 62.698 million and Nu. 40 million for current and 
ÎÀēíġÀú ÀÎġíıíġíÙĚ ĖÙĚēÙÎġíıÙúĴː ¢ëÙ v ˫Ě ÌĥÓçÙġ íĚ Ěubject to further scrutiny by MoF 
before submission to the Parliament for appropriation. For the past three financial 
years, 2016- 2007, 2017- 2018 and 2018- 2019, there has been deduction of the proposed 
budgets ranging from 5% to 16%. As such, independence could be impaired as the budget 
is subject to review by the MoF before submission to the Parliament for approval.  

In the Finance and Accounting Manual 2016, the RAA has full authority and is entitled to 
use the budget allotted under its budget heading (108.01/01) and its own separate letter 
of credit accounts for RAA (HQ) and the four regional offices. Once the budget is 
approved by the Parliament, the MoF does not control the budget and timely quarterly 
releases is ensured with submission of the budget uti lization plan at end of each 
quarter. The quarterly releases are made timely, usually within 10 th day of the Quarter. 
The supplementary budgets proposed were approved as proposed which indicated that 

                                                           
40 Interview with Sonam Yangchen, Dy. Legal Officer 
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RAA in totality received the budget proposed in the begi nning of each financial year. 
Budget re- appropriations were allowed within the limit and specific budget heads.   

There is no laid down procedures to right of direct appeal to the Parliament in case the 
funds approved fall short of actual requirements. Section 16 of the Audit Act of Bhutan 
2018 provides mechanisms that in case the national budget is delayed, the MoF shall 
ēĖĆıíÓÙ ÀĀ íĀġÙĖíÿ æĥĀÓĚ ĲëíÎë íĚ Àġ úÙÀĚġ ÙĕĥÀú ġĆ ēĖÙıíĆĥĚ ĴÙÀĖ˫Ě ÎĥĖĖÙĀġ ÌĥÓçÙġː 

During the past three years there has been no undu e interference from the executives 
Ĳíġë ĖÙçÀĖÓ ġĆ v ˫Ě ÀÎÎÙĚĚ ġĆ ġëÙ ÌĥÓçÙġ ÀĚ ÎĆĀæíĖÿÙÓ ÌĴ ġëÙ ÓÿíĀíĚġĖÀġíĆĀ ÀĀÓ
Finance Section instead supplementary budgets proposed by RAA were approved by 
MoF which surpassed the budget proposal for the last three ye ars by 3.60% in FY 2016-
2017, 13.18 % in FY 2017- 2018 and 3.05 % in FY 2018- 2019. 

Dimension iii: Organizational Independence/Autonomy 

The Audit Act of Bhutan 2018 does not ensure full organizational independence. The 
requirement to consult the Royal Civil Service Commission41 (RCSC) in determining the 
organizational structure and the power to regulate appointment, management and 
dismissal of its staff in accordance with the Civil Service Act 2010 limits the flexibility of 
creating responsive organization str ucture. However, in the year 2017, the RCSC gave 
some autonomy to recruit employees on contract for a period of two years to fill the 
human resource gap. Twenty new auditors were recruited by RAA from pool of 
graduates in the fields of accounting, financia l management, media, and economics. Five 
auditors were recruited on lateral transfer from other government agencies. Engineers 
with a background in civil and electrical engineering were also recruited. The 
recruitment process is independently carried out b y the recruitment committees of RAA 
in line with the Bhutan Civil Service Rules and Regulations (BCSR) 2018.  

The RAA enjoys full functional independence in audit planning and programming, 
investigation and reporting with regard to auditing in accordance w ith the Act. It has the 
power to frame policy, guidelines, rules and regulations required to carry out the audit 
functions, duties and responsibilities effectively 42. The RAA is currently drafting the RAA 
rules and regulations to ensure effective implementa tion of the Act. However, the 
Auditor General cannot independently decide on all human resource matters, including 
appointments of staff and establishment of their terms and conditions, as RAA need to 
consult RCSC in matter of human resource. 

¢ëÙ v ˫Ě ĖÙúationship with the Legislature and Executive is clearly defined in the 
Constitution and the Audit Act of Bhutan 2018. 

The Audit Act of Bhutan 2018 ensures accountability and transparency by covering the 
ĆıÙĖĚíçëġ Ćæ v ˫Ě ÀÎġíıíġíÙĚː ¢ëÙ sÀĖúíÀÿÙĀġ ÀēēĆíĀġs independent auditors with 
appropriate terms of reference for a term not exceeding three years to audit the annual 
accounts of RAA and report to the Parliament as a part of the Annual Audit Report 43 . 
The accounts and operations of RAA was audited for the financial year 2017-  2018 by 
Gupta & Co., Kolkata44. A system of internal audit is conducted annually on the accounts 
and operation of RAA and its four regional offices confirming to sound internal audit 

                                                           
41 Section 17 of the Audit Act of Bhutan 2018 
42 Section 60 of the Audit Act of Bhutan 2018 
43 Section 132 and 134 of the Audit Act of Bhutan 2018 
44 Annual Audit Report 2018 
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practices. Internal audits on an annual basis are carried out as per the terms of 
ĖÙæÙĖÙĀÎÙ ēĖĆıíÓÙÓ ÌĴ ġëÙ v ˫Ě ÀĥÓíġ ÎĆÿÿíġġÙÙː sÙÙĖ ĖÙıíÙĲĚ ÀĖÙ ÀúĚĆ ÌÙíĀç
undertaken on a timely basis. The first peer review was undertaken in 2004 and then in 
2010 by the Office of the Comptroller and Auditor General (C&AG) on audit practices and 
management system. SAI- PMF assessment was conducted by SAI Norway and IDI in 
2014. Further, in 2016 RAA volunteered for assessment on SAI Independence by the 
Austrian Court of Audit and Board of Audit, Japan. In order to ensure greater 
transparency and accountability, peer review reports and any other reports of RAA are 
on our webpage.45 

The RAA has the power to contract professional services in accordance with the policies 
and procedures of the government when required to dischar ge its functions under the 
Act46. The service of a nutritionist in the performance audit of school feeding programme 
was hired in 2017. 

Dimension iv: Independence of the Head of SAI and its members 

The Constitution specifies the appointment and tenure of th e Auditor General. The 
process of appointment of the Auditor General is also clearly stipulated under Section 
19 and 20 of the Audit Act of Bhutan 2018. The term of the Auditor General is five years 
and is not eligible for reappointment. The first Auditor General under the Constitution 
was appointed in 2010 and served for 5 years as per the terms specified in the 
Constitution and the Audit Act and the current Auditor General was appointed in July 
2015. He is expected to carry out his mandate without fear and prejudice and the term 
of five years is deemed sufficient and long enough.  

The Auditor General as a Constitutional Post Holder enjoy immunity from normal 
discharge of his duties by law and can be removed only by way of impeachment by the 
Parliament 47.  

TëÙ ÎĥĖĖÙĀġ ĥÓíġĆĖ GÙĀÙĖÀú 2ÀĚëĆ ¢ĚëÙĖíĀç WÙĸÀĀç˫Ě ÀēēĆíĀġÿÙĀġ íĀ VĥúĴ ʶʴʵʹ ĲÀĚ
within less than two weeks from the completion of the tenure of the former Auditor 
General. The Appointment of the Auditor General by His Majesty the King on the 
recommendation  by the Prime Minister, the Chief Justice of Bhutan, the Speaker, the 
Chairperson of the National Council and the Leader of the Opposition Party implies that 
the process is independent as each member represents the Executive, Legislature and 
the Judiciary and the process can be seen as transparent. The process is transparent 
as the nomination of the Auditor General is carried out as per the Audit Act.  

During the last three years, there have been no cases of the Auditor General being 
removed through an unlawæĥú ÀÎġ ĆĖ íĀ À ĲÀĴ ġëÀġ ÎĆÿēĖĆÿíĚÙÓ ġëÙ z M˫Ě íĀÓÙēÙĀÓÙĀÎÙː 

The Audit Act of Bhutan 2018 requires the employees of RAA to comply with the Oath of 
Good Conduct, Ethics and Secrecy of Auditors of the Authority and civil service code of 
conduct prescribed by  the Civil Service Act. The Code of Conduct, Ethics and Secrecy 
ensures that the employees will not be influenced by the audited organizations and not 
dependent on such organizations. Every new recruit joining RAA is administered to the 
16 Principles of the Oath of Good Conduct, Ethics and Secrecy. 

                                                           
45 Section 139 of the Audit Act of Bhutan 2018 
46 Section 55 (6) of the Audit Act of Bhutan 2018 
47 Article 33 (1,2,3,4 and 5) of the Constitution of the Kingdom of Bhutan 2008 and Section 28 of the 

Audit Act 2018 
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Assessment Scores by Dimension 

Table 4: Assessment Scores by Dimensions 

Dimension Score 

(i) Appropriate and effective constitutional framework 3 

(ii)Financial Independence/Autonomy 2 

(iii) Organizational Independence/Autonomy 2 

(iv) Independence of the Head of SAI and its members 4 

Overall score 3 

Assessment Findings and Observations 

Table 5: Assessment Findings and Observations 

Dimension Findings Score 

(i) Appropriate and 

effective 

constitutional 

framework 

Criteria a, b, c, d, f and g are met. 

¶ The Constitution of the Kingdom of Bhutan 2008 

provided the legal framework for the establishment 

and independent functioning of RAA, including the 

roles, powers and duties. 

 Criterion e is not met 

¶ The legal protection in case of any interference with 

its independence is not adequately provided in the 

Constitution.     

3 

Criteria a, b and at 

least 3 of the other 

criteria are in place 

(ii) Financial 

Independence/ 

Autonomy 

Criteria a, b, d, e and g are met.  

¶ The Audit Act 2018 implicitly provides financial 

independence.  

¶ The RAAôs budget is approved by the MoF and the 
Parliament as part of the national budget. 

¶ Following approval of the budget the RAA has the 

freedom to use the budget as per the financial rules 

and regulations. 

¶ Budgets have been released on time and 

supplementary budgets were approved. 

Criteria c, and f are not met    

¶ While proposing the budget to the MoF, it is subject 

to further scrutiny by MoF before submission to the 

Parliament.  

¶ There has been deductions in the proposed budgets, 

thus impairing financial independence of RAA.  

¶ The RAA does not have laid down procedures to 

right of direct appeal to the parliament in case the 

fund fall short of actual requirements.               

2 

Criteria a and at 

least two of the 

other criteria in 

place 

(iii) Organizational 

Independence/ 

Autonomy 

Criteria c, e, f, and g are met.  

¶ The RAA has the power to determine its own rules 

and regulations for managing its core audit 

functions in accordance with its mandate. 

¶ The Act covers the oversight of RAAôs activities 
thus ensuring accountability and transparency. 

¶ The RAA can engage external expertise when 

necessary. 

Criteria a, b and d are not met      

¶ RAA enjoys limited organizational independence as 

the HR matters have to be prescribed broadly in 

accordance with the Civil Service Act.  

2 

At Least three of 

the criteria are in 

place 
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¶ The RAA is not free from direct interference from 

the legislature and executive in the organization and 

management of RAA.            

¶ The RCSC determines the organizational structure 

and the power to regulate appointment, management 

and dismissal of its staffs. 

(iv) Independence of 

the Head of SAI 

and its members 

All Criteria are met.  

¶ Both the Constitution and the Audit Act 2018 

specifies the conditions of appointment and the 

tenure of the Auditor General.  

¶ The appointment of the Auditor General was done 

through and transparent and independent process. 

¶ The Auditor General is immune from normal 

discharge of his duties by law and can be removed 

only by way of impeachment. 

4 

All the criteria are 

in place 

4.1.2 SAI- 2: Mandate of SAI - Score 4 

Narrative 

SAI -ʶ ÿÙÀĚĥĖÙĚ v ˫Ě ÀĥÓíġ ÿÀĀÓÀġÙˋ íġĚ ÀÎÎÙĚĚ ġĆ íĀæĆĖÿÀġíĆĀ ÀĀÓ ġëÙ Ėíçëġ ġĆ
obligation to report. The indicator consists of three dimensions:  

(i) Sufficiently Broad Mandate 

(ii) Access to information  

(iii)  Right and Obligation to Report 

The RAA has broad mandate to audit all government agencies including all offices in the 
Legislature and Judici ary, all public authorities and bodies administering public funds, 
the police and defence forces as well as revenue, public and other monies received and 
the advances and all the reserves of Bhutan. The RAA has the mandate to carry out 
financial, compliance and performance audits, and any form of audits that the Auditor 
General may deem appropriate. The Audit Act ensures unrestricted right of access to 
records, documents and information and has the right to decide which information is 
needed for audit and has established procedures to enforce action to secure access to 
the needed information in case information is restricted or denied. RAA has right to 
access to premises, office space and other facilities in the audited entities.  

The RAA publishes the Annual Audit Report and upload in the webpage upon tabling in 
the Parliament.  The performance audit reports are also published and uploaded to the 
webpage upon tabling in the Parliament.  

Dimension i: Sufficiently Broad Mandate 

The Constitution broadly defines ġëÙ ÿÀĀÓÀġÙ ġĆ ÀĥÓíġ ÀĀÓ ĖÙēĆĖġ ĆĀ ġëÙ ʷ8˫Ě íĀ ĥĚÙ Ćæ
public resources 48ː EĥĖġëÙĖˋ íġ ĚġÀġÙĚ ġëÀġˋ ˨ĲíġëĆĥġ æÙÀĖˋ æÀıĆĥĖ ÀĀÓ ēĖÙöĥÓíÎÙˋ ÀĥÓíġ Àúú
the accounts of all departments and offices of government including all offices in the 
Legislature and Judiciar y, all public authorities and bodies administering public funds, 
the police and the defence forces as well as revenue, public and other monies received 
ÀĀÓ ġëÙ ÀÓıÀĀÎÙĚ ÀĀÓ Àúú ġëÙ ĖÙĚÙĖıÙĚ Ćæ +ëĥġÀĀ˩ː 

                                                           
48 Article 25 (1) of the Constitution of the Kingdom of Bhutan 2008 
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The Audit Act of Bhutan 2018 further elaborates the mandate to carry out financial, 
compliance and performance audits, and any form of audits that the Auditor General 
may consider appropriate 49. The mandate also covers any private or public engaged in 
extracting, processing, trading and mining of natural reso urces of the State, audit the 
consolidated financial statement of the Government, taxes, revenue, aid, grants, loans, 
public debt, reserves, revolving funds, trust funds, welfare funds of the country. The 
mandate covers both the central and the local gover nment including the municipalities.  

RAA is free to select the audit subject matter, plan, conduct, report and follow - up of 
their audits. There is no evidence during the last three years that RAA had taken any 
tasks which may influence the independence of i ts mandate and instances of 
interference in RAA in the selection of its audited entities or subjects.  

As mandated by the Act, RAA conduct compliance audits on a wide range of subject 
matter providing assurance to the intended users about the evaluation of a subject 
matter against suitable criteria 50. Financial audits are conducted, and in these, RAA 
expresses an opinion as to whether the financial statements have been prepared in 
accordance with applicable financial reporting standards and regulatory framework 51. 
The RAA also conducts performance audits and report on the economy, efficiency and 
effectiveness in public operations on selected schemes, themes or topics 52. 

Dimension ii: Access to Information 

The Audit Act ensures unrestricted right of access  to records, documents and 
information and has the right to decide which information is needed for audits 53. RAA 
has established procedures to enforce action in order to secure access to the needed 
information in case information is restricted or denied 54. Section 3 and 4 of the Audit Act 
2018 clearly stipulates that RAA can enforce or initiate enforcement action to secure 
access to needed records, which are not produced and can include law enforcement 
agencies to help the RAA in exercising  enforcement action s to secure needed access to 
records and documents where necessitated. RAA has the right to access to premises, 
office space and other facilities in the audited entities 55.An interview with the audit 
teams which carried out the assessment of the reports inc luded in our sample stated 
that they did not experience any problems in getting information from the Executives.  

Dimension iii: Right and Obligation to Report 

The Auditor General is mandated by the Constitution and the Audit Act of Bhutan 2018 to 
submit an AAR to the Druk Gyalpo, the Prime Minister and Parliament and published in 
the first quarter of the financial year 56 on the audits carried out during the year. RAA 
can publish the AAR and upload it in the webpage upon tabling in the Parliament. The 
Public Accounts Committee (PAC) appointed by the Parliament reviews the AARs and 
the performance audit reports that are submitted separately twice during the winter 

                                                           
49 Section 69 of the Audit Act 2018 
50 Section 74 (1-8) of Audit Act 2018 
51 Section 73(1-4) of Audit Act 2018 
52 Section 70 of the Audit Act 2018 
53 Section 61 (1-11) of the Audit Act 2018 
54 Section 61(3-6) of the Audit Act 2018 
55 Section 61(8) of the Audit Act 2018 
56 Financial Year- 1st July to 30th June 
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and summer session of the Parliament. The performance audit reports are published 
and uploaded to the webpage upon tabling in the Parliament.  

The audit report can include any significant audit findings during the year 57. Cases of 
fraud and corruption, mismanagement, violation of laws, rules and regulation shortfalls, 
lapses and deficiencies are also rep orted58. ¢ëÙ G˫Ě ÓıíĚĆĖĴ zÙĖíÙĚ ÀĀÓ G˫Ě
Occasional Papers are issued on various deficiencies such as strengthening the Internal 
Audit in the Government, Construction & Procurement, Review on Bhutan Schedules of 
Rates and its applications by the Government Agencies and Consultancy Services. The 
RAA in fulfilling its advisory role periodically undertakes focused studies on specific 
issues that are significant, pervasive and cross cutting in nature and merit timely 
intervention by the Government for taking n ecessary corrective actions. The reports of 
such studies contain analysis of issues, likely impacts, conclusion and 
ĖÙÎĆÿÿÙĀÓÀġíĆĀĚ íĚĚĥÙÓ ġëĖĆĥçë ġëÙ ĥÓíġĆĖ GÙĀÙĖÀú˫Ě ÓıíĚĆĖĴ zÙĖíÙĚː 

The RAA has the right to decide the content of the audit report 59. The audit report is to 
be tabled before the joint sitting of Parliament in the manner established for the 
purpose. 

2ĥĖíĀç ġëÙ ēÀĚġ ʷ ĴÙÀĖĚˋ ġëÙĖÙ íĚ ĀĆ ÙıíÓÙĀÎÙ ġĆ ēĖĆıÙ ġëÀġ v ˫Ě ÓÙÎíĚíĆĀ ëÀĚ ÌÙÙĀ
interfered on the content of the audit report and on the deci sion to report or publish.  

Assessment score by Dimension 

Table 6: Assessment Scores by Dimensions 

Dimension Score 

(i) Sufficiently broad mandate 4 

(ii)Access to Information 4 

(iii) Right and Obligation to Report 4 

Overall score 4 

Assessment Findings and Observations 

Table 7: Assessment Findings and Observations 

Dimension Findings Score 

(i)  Sufficiently 

broad mandate 
All criteria are met.  

¶ Both the Constitution and the Audit Act 2018 broadly defines 

the mandate to audit and report on the economy, efficiency 

and effectiveness in the use of public resources.  

¶ The RAA is mandated to carry out audit of all central 

government activities including the audit of the Annual 

financial statements of the government. 

¶ It elaborates the mandate to carry out FA, CA and PA or any 

forms of audit deemed appropriate by the Auditor General. 

Criterion b is not applicable 

4 

All the 

criteria in 

place 

(ii) Access to 

Information 
All criteria are met.  

¶ The Audit Act ensures unrestricted right of access to records, 

documents and information and has the right to decide which 

information is needed. 

¶  It has established procedures in place to enforce and secure 

access to information. 

Criterion d is not applicable 

4 

All criteria 

are in place 

                                                           
57 Section 111(4) and (6) of the Audit Act 2018 
58 Annual Audit Report 2018 
59 Section 111(11) of the Audit Act 2018 
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(iii) Right and 

Obligation to 

Report 

All criteria are  met  

¶ Both the Constitution and the Audit Act 2018 mandate the 

Auditor General to submit an Annual Audit Report to the 

Druk Gyalpo, the Prime Minister and the Parliament. 

4 

All criteria 

are in place 

4.2 DOMAIN B: INTERNAL GOVERNANCE AND ETHICS  

One of the objectives of ISSAI 12 is that SAIs should lead by example and be a model 
organization. A SAI should promote transparency and accountability through good 
governance and ethical conduct in order to fulfil their mandates. ISSAI 20 states that in 
íġĚ íĀġĖĆÓĥÎġíĆĀˊ ˨z MĚ ÀĖÙ ĖÙĚēĆĀĚíÌúÙ æĆĖ ēúÀĀĀíĀç ÀĀÓ ÎĆĀÓĥÎġíĀç ġëÙ ĚÎĆēÙ Ćæ ġëÙíĖ
work and using proper methodologies and standards t o ensure that they promote 
accountability and transparency over public activities, meet their legal mandate and 
æĥúæíú ġëÙíĖ ĖÙĚēĆĀĚíÌíúíġíÙĚ íĀ À ÎĆÿēúÙġÙ ÀĀÓ ĆÌöÙÎġíıÙ ÿÀĀĀÙĖ˩ː Mġ íĚ íÿēĆĖġÀĀġ ġëÀġ ġëíĚ
responsibility is taken clearly at the top manageme nt level and is reflected in 
governance of the SAI that is consistent throughout the organization.  

Long term and short -ġÙĖÿ ēúÀĀĀíĀç íĚ ġëÙ ÌÀĚíĚ æĆĖ ÀĀ z M˫Ě ĆēÙĖÀġíĆĀĚː ¢ëÙ ĆıÙĖÀúú ÀĥÓíġ
plan for the SAI describes the audits the SAI will carry out in a s et period of time. It 
ĚëĆĥúÓ ÎĆÿēúĴ Ĳíġë ġëÙ z M˫Ě ÿÀĀÓÀġÙː ¢ëÙ ĆıÙĖÀúú ÀĥÓíġ ēúÀĀ ÎĆĥúÓ ÌÙ ÀĀĀĥÀú ĆĖ ÿĥúġíēúÙ
year rolling audit plan.  

ISSAI 20, Principle 4 states that SAIs must apply high standards of integrity and ethics 
for staff at all levels. Intern Àú ÎĆĀġĖĆú íĚ ÀĀ ĆıÙĖÀĖÎëíĀç ēĖíĀÎíēúÙ ġĆ Àúú ġëÙ z M˫Ě
operations, and is therefore central in most domains in the SAI PMF. To ensure a 
practice of high integrity the organization needs to clearly communicate what is 
expected from staff and facilitate an environment characterized by functioning internal 
control systems and ethical behaviour of staff. Top management should promote these 
standards by demonstrating an appropriate tone - at- the top and take initiatives to 
encourage high- quality work and a strong  culture of internal control.  

Domain B seeks to assess whether the RAA manages its own affairs effectively and 
through good governance setting as appropriate example to others.  

Domain B comprises five indicators. The following table provides an overview o f the 
dimension and indicator scores. Section 4.2.1 to 4.2.5 provides further detail. 

Table 8: Assessment Findings and Observations 

Domain B: Internal Governance and 

Ethics 
Dimensions Overall 

Score 
Indicator  Name i ii  iii  iv 

SAI 3 Strategic Planning Cycle 2 1 2 2 2 

SAI 4 Organizational Control 

Environment 

2 1 3 1 2 

SAI 5 Outsourced Audits 4 2 1  2 

SAI 6 Leadership and Internal 

Communications 

4 3   3 

SAI 7 Overall Audit Planning 3 3   3 
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4.2.1 SAI 3: Strategic Planning Cycle - Score 2 

Narrative 

A strategic plan is important to provide organizational direction, and its publication 
communicates its intentions to external and internal stakeholders. It should consider 
ĚġÀ÷ÙëĆúÓÙĖĚ˫ ÙĳēÙÎġÀġíĆĀĚ ÀĀÓ ÙÿÙĖçíĀç ĖíĚ÷Ě ÀĚ ĲÙúú ÀĚ ġëÙ íĀĚġíġĥġíĆĀÀú ÙĀıíĖĆĀÿent 
in which the SAI operates, and where appropriate, measures to strengthen this 
environment. The objectives set in the strategic plan should be operationalized in an 
annual/operational plan for the SAI. An SAI should have efficient and effective systems 
in place which enable it to plan for both the long term and the short term. It should also 
monitor and report on its performance.  

 This indicator comprises of four dimensions:  

(i)     Content of Strategic Plan 

(ii)    Content of Annual Plan/Operational Plan 

(iii)   Organizational Planning Process  

(iv)   Monitoring and Performance Reporting  

SAI 3 is based on the review of the documents of Strategic Plan, Operational Plan, 
Annual Plans, and minutes of meetings, official correspondences and interviews with 
RAA management. 

The current strategic plan is for the period 2015 - 20 was developed based on a logical 
framework. The Performance Indicators have been established to measure the 
performance. However, the baseline indicators were not developed for some areas . 

The Operational Plan 2015- 20 contains detailed activities under different programmes 
identified with Divisions, Sections and officials responsible for implementation and 
timeframe for completion of activities. The annual plans are prepared based on the 
annual meeting to prioritize activities for implementation during the year. It contains 
both the audit and non- audit activities based on the Operational Plan 2015- 20. The 
Annual Audit Plans also identify thrust areas of financial, performance and compliance  
aspects to be focused for detailed review . The annual plans does not contain budget nor 
it is linked to the budget.  

The RAA assesses the implementation of Annual Plans during Mid Term Review Meeting 
and Annual Review. The annual performance report is incl uded in a separate chapter in 
the Annual Audit Report. The performance report is limited to activity based rather than 
performance based reporting containing summary of activities accomplished during the 
year.   

The SP 2015- 20 has formulated performance me asurement framework, the 
performance of RAA was not assessed on the basis of the indicators developed. Thus, 
the activities accomplished do not indicate whether the intended targets have achieved 
the goals and outcomes of RAA. 

Dimension i: Content of Strategic Plan 

The Strategic Plan 2015- 20 was developed based on logical framework showing the 
hierarchy of goals. It shows logical linkages of vision, mission, strategic goals and 
programmes. It contains SWOT analysis to identify gaps between the current and  the 
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desired state of the organization 60. The wide of issues were discerned on various 
aspects of organizational systems, institutional systems and professional development 
of RAA and gaps were identified. The Policy, Planning & Annual Audit Report Division 
(PPAARD) spearheaded the discussions with staff and management in various 
workshops and meetings. The comments and suggestions were also solicited through 
mails to all officials through official mail accounts. The SP 2015 - 20 was also based on 
the SAI PMF report published in 2015. 

In the Appendix II: SWOT Analysis in the Strategic Plan, it recognizes that RAA is an 
independent constitutional body with strong mandates and having unrestricted to 
access to information. It also recognizes that the audit reports  are discussed in the 
Parliament. Inadequate financial, organizational and human resource independence is 
recognized as one of the weaknesses in the institutional arrangements. And also that it 
has identified limited engagement of stakeholders as its weakn ess. As a practice, it 
recognizes strong support of parliament and increasing media attention and increasing 
public expectations as opportunities. The SP intends to engage with the stakeholders 
(Parliament and PAC) on continuous basis in presenting and dis cussing audit report.  

Aligned with the Strategic Plan, the RAA has developed Operational Plan 2015- 202061. 
The operational plan identifies four programmes containing various activities to be 
implemented during five years. The document also establishes linka ges of each 
programme to the outcomes. The Plan identifies responsible divisions or officials, 
cooperating partners, source of funding and strategies. The implementation matrix is 
drawn along with a timeline for implementation.  

The areas for Performance Indicators were indicated in the Plan 62. The areas of 
performance indicated are audit coverage, implementation of recommendations, audits 
conducted as per ISSAIs, stakeholders satisfaction, and leading by example. However, 
the baseline indicators were not de veloped for most of the performance areas and 
hence, it is difficult to measure the performance of RAA in totality.  

While consultations with internal stakeholders have taken in a series of meetings and 
workshops 63, there is no evidence of communication with  the external stakeholders to 
discern their expectations and factor in risk emerging from external environment.  

Dimension ii: Content of Annual/ Operational Plan 

The Annual Audit Plan is prepared in line with the programmes formulated in the 
Operational Plan. The activities are clearly defined in the form of implementation 
schedules for non - audit activities and Annual Audit Schedules for audit activities. The 
responsibilities for implementation and timeframe for implementation are specified for 
each activity. Annual Audit Plan contains both audit and non- audit activities which have 
definite time frame to be completed along with responsible officials/divisions 
identified 64. 

The annual plan does not contain budget nor it is linked to the budget. The RAA follows 
government budgeting process and the regular employee cost such as salaries, travel 

                                                           
60 w!!Ωǎ ǎǘǊŀǘŜƎƛŎ Ǉƭŀƴ нлмр-20  
61 Operational Plan 2015-20 
62 Page 13, Performance Measurement Framework of strategic plan 2015-20 
63 Presentations made by PPD in annual conferences, and workshops 
64 Annual Audit Plans 
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and other recurrent costs are proposed based on employee strength and past budgets. 
However, the capital budgets such as for infrastructure, facilities and trainings are  
proposed based on the activities/programmes.  

There is no risk assessment being conducted in connection to achieving the objectives 
of the plan. 

The plan contains indicators at the outcome and output level. There is no baselines for 
current performance and  milestones for major indicators.  

Dimension iii: Organizational Planning Process 

¢ëÙ ĥÓíġĆĖ GÙĀÙĖÀú˫Ě zġÀĀÓíĀç MĀĚġĖĥÎġíĆĀĚ ĚġÀġÙĚ ġëÙ ēĖĆÎÙÓĥĖÙĚ æĆĖ ÓÙıÙúĆēÿÙĀġ ÀĀÓ
ÀēēĖĆıÀú Ćæ v ˫Ě ÀĀĀĥÀú ÀĥÓíġ ēúÀĀː ¢ëÙ sĆúíÎĴˋ súÀĀĀíĀç ̪ ĀĀĥÀú ĥÓíġ vÙēĆĖġ 2íıíĚíĆĀ
(PPAARD) initiates the development of Annual Audit Plan. The Division solicits specific 
agendas from all employees to be discussed prior to organizing planning workshop 
amongst the Division Chiefs. The PPAARD solicits proposals from all employees before 
the annual planning workshop amongst Division Chiefs is organized. The division 
prepares agendas based on the inputs from all employees and is discussed and 
deliberated in the meetings. The results of meetings go into formulating strategies for 
implementat ion and are presented to the top management. These are done through mail 
sent to all employees by the PPAARD. The draft plan is the outcome of the workshop 
which is presented to the top management comprising of Auditor General and executive 
members. Auditor General approves the plan. The annual audit plan is communicated to 
Àúú ÙÿēúĆĴÙÙĚ ġëĖĆĥçë ġëÙ ÓÙēÀĖġÿÙĀġĚ ÀĀÓ ÓíıíĚíĆĀĚ ÀĀÓ íġ íĚ ĥēúĆÀÓÙÓ ĆĀ v ˫Ě ĲÙÌː 

Since the RAA cannot cover all audited agencies in one year, it has instituted a system 
of categorizing agencies for inclusion in its Annual Audit Plans. The categorization of 
the entities was done in a meeting with all heads of divisions and regions and used in 
preparation of annual audit schedules. The agencies are categorized into five catego ries: 
P1, P2, P3, P4 and P5.  Agencies under category P1 are audited annually and those under 
P2 are audited once in two years and so on. The categorization is mainly based on 
parameters such as; regulatory requirements on the frequency/timing of audit by acts 
or/and agreements; perception of risk based on experience of the RAA from the recent 
years. The audit of agencies under P2, P3, P4 and P5 entails auditing of previous 
unaudited years. 

The strategic plan 2015- 20 was intended to be put in place by 1st July 2015 right after 
the previous plan which ended on 30th June 2015 and also coinciding with the 
appointment of new Auditor General. The draft was completed within the expected time 
of June 2015. However, on the assumption of office by the new Auditor General towards 
the end of July 2015 the top management felt the necessity of factoring in the vision of 
new leadership into SP and entailed review of the whole draft consuming substantial 
time. In the absence of in- house expertise, the implementation of the SP 2015- 20 was 
deferred until the professional guidance was sought from the INTOSAI Development 
Initiative in April 2016. The effective date of putting in place the SP 2015- 20 was in fact 
delayed by one year. 

There are clearly defined responsibilities for planning the annual audit plan 65 and these 
are followed in practice. The PPAARD communicates66 with the auditing divisions to 

                                                           
65 !ǳŘƛǘƻǊ DŜƴŜǊŀƭΩǎ {ǘŀƴŘƛƴƎ LƴǎǘǊǳŎǘƛƻƴ 
66 Copies of letter sent to Divisions/regions 
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propose annual audit schedules as per the categorization of agencies generally in April -
May every year. It also solicits proposal fo r thrust areas based on their experiences in 
recent years. The Division Chiefs organize the teams based on the availability of 
resources and distribute agencies based on the categorization. The teams prepare the 
schedules for assigned agencies and allocate  time for each assignment as per the 
allotted man - days. It is discussed within the Division and the proposed schedules are 
consolidated at the Division Level and are submitted to the PPAARD for review and 
approval. 

The Annual Audit Schedule for audit activities are fed into the Audit Performance 
Evaluation System (APEMS) which is an IT enabled system developed in- house for 
monitoring and evaluation. The changes in the schedules take place as and when it is 
proposed. The changes are proposed by the team through their respective divisions and 
approved by the Auditor General. Mid Term review meetings are conducted to review 
the status of overall plan implementation (both audit and non - audit services) and any 
changes proposed by the Divisions are approved in thi s meeting. 

The annual audit plan identifies teams, members, divisions or regions for 
implementation of each audit along with a focal person responsible for coordination.  

There is no documentation on any evaluation of the organizational planning process to 
provide input to the next.  

Dimension iv: Monitoring and Performance Reporting 

The RAA assesses the implementation of Annual Plans during Mid Term Review Meeting 
and Annual Review. The annual performance report is included in a separate chapter in 
the Annual Audit Report. The performance report is limited to activity based rather than 
performance based reporting containing summary of activities accomplished during the 
year.   

The SP 2015- 20 has formulated performance measurement framework, which was not 
assessed on the basis of the indicators developed. Thus, the activities accomplished do 
not indicate whether the intended targets have achieved the goals and outcomes of RAA.  

The RAA had engaged an external consultant to conduct Stakeholders Satisfaction 
survey. The report was published, but there is no evidence of RAA using the results of 
the survey to formulate new strategies to enhance satisfaction level of stakeholders.  

The RAA reports on Audit Recoveries are made and deposited into Government Account 
on the basis of its reports representing savings and efficiency gains on government 
programmes 67. 

¢ëÙ z M s_E ĖÙēĆĖġ Ćæ ʶʴʵʹ ĲÀĚ ēĥÌúíĚëÙÓ ÀĀÓ ĥēúĆÀÓÙÓ ĆĀ v ˫Ě ĲÙÌēÀçÙː ¢ëÙ ēÙÙĖ
review on assessment of SAI independence was carried out jointly by SAI Japan and 
ĥĚġĖíÀ íĀ ʶʴʵʺː ¢ëÙ ĖÙēĆĖġ ëÀĚ ĀĆġ ÌÙÙĀ ĥēúĆÀÓÙÓ ĆĀ v ˫Ě ĲÙÌː ¢ëÙ ÓÙġÀíúÙÓ

íĀæĆĖÿÀġíĆĀ ĆĀ Mzz M ÀĚ v ˫Ě ÀĥÓíġíĀç ĚġÀĀÓÀĖÓĚ íĚ ĥēúĆÀÓÙÓ ĆĀ ġëÙ v íĀÎúĥÓíĀç
background information, implementation strategies and outcomes.  

                                                           
67 Section 2, Annual Audit report 2018 
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Assessment Scores by Dimension 

Table 9: Assessment Scores by Dimensions 

Dimension Score 

(i) Content of Strategic Plan 2 

(ii) Content of Annual/ Operational Plan 1 

(iii) Organizational Planning Process 2 

(iv) Monitoring and Performance Reporting 2 

Overall Score 2 

Assessment findings and observations  

Table 10: Assessment Findings and Observations 

Dimension Findings Score 

(i)  Content of 

Strategic Plan 
Criteria a, d, g and f are met. 

¶ The Strategic Plan 2015-20 is prepared based on SWOT 

analysis. It articulates strategic outcomes and goals 

linked to vision and mission of the RAA.  

¶ The Operational Plan is prepared as supplementary 

documents outlining the activities to be implemented 

under four Programmes.  

¶ The Performance Measurement Framework which 

contains performance indicators have been developed. 

Criteria b, c and e not met 

¶ The performance is assessed on accomplishment of 

activities rather than outcome indicator.  

¶ External stakeholders were not directly involved in the 

strategic planning process.  

¶ Basically, the plan was prepared to address the issues 

discerned through internal stakeholders and top 

management. 

¶ The Strategic Plan included amendment of Audit Act of 

Bhutan 2008 as one of the strategies to influence changes 

in the institutional environment of RAA. 

2 

At least three 

of the criteria 

are in place 

(ii) Content of 

Annual/ 

Operational 

Plan 

Criteria a and b are met.  

¶ The annual plan contains all activities (auditing as well as 

non-auditing) with definite time frame.  

¶ The responsibility is also assigned to 

individuals/divisions to accomplish the activities. 

Criteria c, d, e, f and g are not met. 

¶ The activities included in the annual plans are drawn 

from five year operational plan. 

¶ There is no clear linkage of annual plans to the strategic 

objectives in terms of performance indicators. 

¶ There is no risk assessment being conducted in 

connection to achieving the objectives of the plan. The 

risk identified are against the programmes identified in 

the operational plan but there is no clarity on how it 

would be mitigated or addressed and neither there is any 

documentation of monitoring of risks throughout the 

Strategic Plan period. 

1 

At least one of 

the criteria is 

in place 
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(iii)  Organizational 

Planning 

Process 

Criteria a, b, d, e and f are met. 

¶ The Auditor Generalôs Standing Instructions states the 
procedures for development and approval of RAAôs 

annual audit plan.  

¶ The PPARD initiates the development of Annual Audit 

Plan.  

¶ The Division solicits specific agendas from all employees 

to be discussed prior to organizing planning workshop 

amongst the Division Chiefs.  

¶ There is an ownership of the plan and it is communicated 

to all employees.  

¶ The plan is monitored and revised as needed. 

Criteria c, g, h and i are not met 

¶ There is no evidence of consultation with external 

stakeholders as a part of planning process. 

¶ There is no planning of plan in developing RAAôs plan. 

¶ There was no continuity of SP 2015-20 right after 

completion of previous SP 2010-15.  

2 

At least four 

criteria in 

place 

(iv) Monitoring 

and 

Performance 

Reporting 

Criteria a, e, f, and g are met.  

¶ The RAA assesses the implementation of Annual Plans 

during Mid Term Review Meeting and Annual Review.  

¶ The annual performance report is included in a separate 

chapter in the Annual Audit Report.  

¶ The performance report is limited to activity based rather 

than performance based reporting containing summary of 

activities accomplished during the year.  

¶ The RAA reports on Audit Recoveries made and 

deposited into Government Account on the basis of its 

reports representing savings and efficiency gains on 

government programmes . 

¶ The SAI PMF report of 2015 was published and 

uploaded on RAAôs webpage. 

Criteria b, c, and d not met 

¶ The performance report is limited to activity based rather 

than performance based reporting containing summary of 

activities accomplished during the year.   

¶ The SP 2015-20 has formulated performance 

measurement framework, the performance of RAA was 

not assessed on the basis of the indicators developed.  

¶ Thus, the activities accomplished do not indicate whether 

the intended targets have achieved the goals and 

outcomes of RAA. 

2 

At least three 

of the criteria 

are in place 

4.2.2 SAI 4: Organizational Control Environment - Score 2 

Narrative 

This indicator measures SAIs internal control environment and internal control system 
instituted to manage its operations economically, efficiently, effectively and in 
accordance with laws and regulations. It also measures the systems for quality control 
and quality assurance system to ensure quality of SAIs works. 

This indicator comprises of four dimensions:  

i)    Internal Control Environment -  Ethics, Integrity and Organizational Structure  

ii)   Systems of Internal Control  
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iii)  Quality Control System 

iv)  Quality Assurance System 

¢ëÙ v ˫Ě ÎĆÓÙ Ćæ ÎĆnduct and ethics is compliant with the ISSAI requirements and 
there is sufficient process to ensure that the officials comply as it is monitored as part 
of the annual performance appraisal system.  

The Financial Management Manual issued by the Ministry of Finance ensures proper 
working systems and procedures including transparent and well defined controls and 
checks as part of the financial management and accountability objectives of the 
Government. The National Internal Control Framework developed by the Mi nistry of 
Finance also provide a managerial guide to internal control formulation and practice. 
However, there is no clearly defined system for identifying, mitigating and monitoring 
major operational risks within RAA. The RAA does not include a statement of internal 
ÎĆĀġĖĆú íĀ v ˫Ě ÀĀĀĥÀú ÀĥÓíġ ĖÙēĆĖġː ¢ëÙĖÙ íĚ À ēÙĖíĆÓíÎ íĀġÙĖĀÀú ÀĥÓíġ Ćæ v Ku ÀĀÓ
regional offices who are appointed by the Audit Committee and directly reports to Head 
of SAI or Audit Committee. The Audit Committee reviews and follows up the 
íÿēúÙÿÙĀġÀġíĆĀ Ćæ íĀġÙĖĀÀú ÀĥÓíġĆĖĚ˫ ĖÙÎĆÿÿÙĀÓÀġíĆĀĚː 

¢ëÙ G˫Ě zġÀĀÓíĀç MĀĚġĖĥÎġíĆĀĚ ēĖÙĚÎĖíÌÙĚ ēĖĆÎÙĚĚ æĆĖ ĕĥÀúíġĴ ÎĆĀġĖĆú Ćæ ÀĥÓíġĚ ÀĀÓ
reports and until July 2019, the Research and Quality Assurance Division (RQAD) was 
responsible for quality contro l as well as Quality Assurance functions. The RQAD now 
has the responsibility of Quality Assurance functions. However, the review was 
conducted for only financial audits.  

Dimension i: Internal Control Environment ï Ethics, Integrity and Organizational 

Structure 

The Audit Act of Bhutan 2018 addresses the issue of code of conduct68ː ¢ëÙ G˫Ě zġÀĀÓíĀç
MĀĚġĖĥÎġíĆĀĚ ÀúĚĆ ÀÓÓĖÙĚĚ ġëÙ ēĖĆæÙĚĚíĆĀÀú ÎĆÓÙ Ćæ ÎĆĀÓĥÎġ Ćæ v ˫Ě ĆææíÎíÀúĚ69. The RAA 
ëÀĚ ÓĆÎĥÿÙĀġ ÎÀúúÙÓˋ ˨fÀġë Ćæ çĆĆÓ ÎĆĀÓĥÎġˋ ÙġëíÎĚ ÀĀÓ ĚÙÎĖÙÎĴ Ćæ ÀĥÓíġĆĖĚ˩ː ¢ëíĚ ĚēÙúúĚ
out 16 principles of good conduct, including the issues of integrity, independence, 
objectivity, confidentiality and competence. The Oath is administered to new employees 
who subscribe to the principles by signing a document in a ceremony. I t is published in 
the form of pocket size booklet, which is convenient for employees to carry at all times. 
ÓëÙĖÙĀÎÙ ġĆ v ˫Ě ÎĆÓÙ Ćæ ÎĆĀÓĥÎġ íĚ ÿĆĀíġĆĖÙÓ ÀĚ ēÀĖġ Ćæ ġëÙ ÀĀĀĥÀú ēÙĖæĆĖÿÀĀÎÙ

appraisal of every employee 70. The requirement for auditors to decl are compliance with 
code of ethics and to declare "no conflict of Interest" is laid down in the Audit Manuals 
and Guidelines. It also specifies template for recording the assessment of ethical 
ġëĖÙÀġĚ ÀĀÓ ĚĥççÙĚġĚ ÀēēĖĆēĖíÀġÙ ĚÀæÙçĥÀĖÓĚː ¢ëÙ v ˫Ě -ĆÓÙ ĆæConduct, Ethics and 
zÙÎĖÙÎĴ ĥĚ ĥēúĆÀÓÙÓ ĆĀ v ˫Ě ĲÙÌ ÀĀÓ ēĥÌúíÎÀúúĴ ÀÎÎÙĚĚíÌúÙː ¢ëÙ ÿÀĀÀçÙĖĚ ÀĀÓ
supervisors oversee the compliances including protection of those who report 
suspected wrongdoing. On the basis of the fact that top management reiterating the  
importance of professional and ethical conduct to employees in every occasion, the 
ethical issues are high on the agenda in the RAA71. There was no evidence of review of 
ethical framework being carried out during the last five years.  

                                                           
68 /ƘŀǇǘŜǊ о ƻŦ !DΩǎ {ǘŀƴŘƛƴƎ LƴǎǘǊǳŎǘƛƻƴ ƻƴ ǇǊƻŦŜǎǎƛƻƴŀƭ ŎƻŘŜ ƻŦ ŎƻƴŘǳŎǘ 
69 /ƘŀǇǘŜǊ п ƻŦ !DΩǎ {ǘŀƴŘƛƴƎ LƴǎǘǊǳŎǘƛƻƴ ƻƴ /ƻƴŘǳŎǘΣ .ŜƘŀǾƛƻǳǊ ϧ 9ǘƘƛŎǎ 
70 30% weightage given for assessment of performance as per Bhutan Civil Service Rules and Regulation 
71 Auditor General and top management executive orders (Minutes of Meetings) 
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Bhutan Civil Service also prescribes Civil Service Values and Conduct under Chapter 3 
Ćæ +-zvv ʶʴʵʼː -úÀĥĚÙ ʷːʶːʵ Ćæ +-zvv ʶʴʵʼ ĚġÀġÙĚ ġëÀġˋ ˨ Îíıíú ĚÙĖıÀĀġ ĚëÀúú ÿÀíĀġÀíĀ
and uphold the highest standard of, amongst others, integrity, honesty, fortitude, 
selflessness, loyalty,  the right attitude, right aptitude, patriotism, professionalism and 
be apolitical in service of the Tsa - Wa-zĥÿ˩ː EĥĖġëÙĖˋ -úÀĥĚÙ ʷːʶːʶ ĚġÀġÙĚ ġëÀġˋ ˨-íıíú
Service Values and Conduct shall form part of the terms of employment for all civil 
servants who sha ll read, understand and sign the commitment to the Civil Service 
²ÀúĥÙĚ ÀĀÓ -ĆĀÓĥÎġ æĆĖÿ ÀĚ ēÙĖ EĆĖÿ ʷ˖ʵ˩ː 

The RAA has clear organizational structure approved by the Royal Civil Service 
Commission. It is bifurcated into Departments, Divisions and Sections for both auditing 
and non-  auditing functions along with clear line of reporting including the regional audit 
offices. The job responsibilities for different positions for both auditing and non - auditing 
works are clearly defined in the Terms of References ĥēúĆÀÓÙÓ íĀ v-z-˫Ě ĲÙÌ ĲëíÎë
facilitates delegation of responsibilities at different positions. ¢ëÙ G˫Ě zġÀĀÓíĀç
Instructions also defines basic roles and responsibilities for different levels and 
positions.  For the outsourced audits, the Policy on outsou rcing audit services requires 
the contracted firms to comply with the ethical requirements of the RAA. However, there 
is no explicit integrity policy adopted. The RAA has not formally assessed its 
vulnerability and resilience to integrity violations, throu gh the use of tools such as 
IntoSAINT or other similar tools.  

Dimension ii: System of Internal Control 

¢ëÙ EíĀÀĀÎíÀú _ÀĀÀçÙÿÙĀġ _ÀĀĥÀú íĚĚĥÙÓ ÌĴ ġëÙ _íĀíĚġĖĴ Ćæ EíĀÀĀÎÙ ĚġÀġÙĚ ġëÀġˋ ˨ úú
Agencies shall be responsible to establish proper working systems an d procedures 
including transparent and well - defined controls and checks within the respective 
Agencies for achieving, as far as practicable, the financial management and 
ÀÎÎĆĥĀġÀÌíúíġĴ ĆÌöÙÎġíıÙĚ Ćæ ġëÙ GĆıÙĖĀÿÙĀġ˩ː -úÀĥĚÙ ʷːʷːʺ ĚġÀġÙĚ ġëÀġˋ ˨ˌː ġëÙ Heads of 
Agencies shall be responsible for ensuring that a proper system of Internal Control 
ÙĳíĚġĚ íĀ ġëÙíĖ ĖÙĚēÙÎġíıÙ çÙĀÎíÙĚ˩ 

The National Internal Control Framework developed by the Ministry of Finance provide 
a managerial guide to internal control formulat ion and practice covering the aspects of 
internal control best practices in Financial Management, Property Management, 
Procurement, Human Resource Management, Information Technology and internal audit 
related internal controls 72. 

The RAA has not established any written policy or procedures regarding how internal 
control shall be conducted in RAA. However, some internal control procedures 
regarding financial management and procurement are described in the form of ToRs 
and list of job responsibilities of staff  in Administration and Finance Division. Further, 
the RAA has developed procedures for collection and accountal of Audit Recoveries in 
the Follow Up Guidelines. 

There is no clearly defined system for identifying, mitigating and monitoring major 
operational  ĖíĚ÷Ěː ¢ëÙ v ÓĆÙĚ ĀĆġ íĀÎúĥÓÙ À ĚġÀġÙÿÙĀġ Ćæ íĀġÙĖĀÀú ÎĆĀġĖĆú íĀ v ˫Ě
annual audit report.  

There is a periodic internal audit of RAA HQ and regional offices. The internal auditors 
are appointed by the Audit Committee and directly reports to Head of SAI  or Audit 

                                                           
72 National Internal Control Framework of Ministry of Finance 
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Committee. The Audit Committee reviews and follows up the implementation of internal 
ÀĥÓíġĆĖĚ˫ ĖÙÎĆÿÿÙĀÓÀġíĆĀĚː 

Dimension iii: Quality Control System  

The RAA has defined processes and responsibilities for both audit and non - audit 
functions in pr omoting quality in performing its functions. The audit functions are guided 
by various audit guidelines and manuals. For non - audit functions such as Human 
Resource, Administration, Information Technology, Procurement, Audit Recoveries etc. 
also have defined process through specific rules, regulations, and guidelines. The 
reporting line establishes control procedures where every level is given the 
responsibilities for the system of quality control. Ultimately the AG assumes the overall 
responsibility for qua lity  control management.  ¢ëÙ G˫Ě zġÀĀÓíĀç MĀĚġĖĥÎġíĆĀĚ
prescribes process for quality control of audits and reports. The RAA has put in place 
following process for quality control of audits and reports:  

1st Level Review: Team Leader 

2nd Level Review: Division Chief/AAGs of Regional Offices 

3rd Level Review: Deputy Auditors General (Department) 

4th Level Review: Research and Quality Assurance Division 

5th Level Review: Executive Committee 

6th Level Review: Auditor General 

Review of the sampled (financial, compliance and performance) audit files, the individual 
working papers are signed by the respective teams and AAGs. The involvement of 
management (AAG and DAG) is visible from the documents maintained for each audit 
assignments. The pre- engagement processes are completed with signing by the 
supervisors (AAG). The draft report along with necessary documents such as Minutes 
of Exit Meeting, financial statements, accountability statements, and Management 
Appraisal Reports are submitted to Dep artment Heads (DAGs). The RAA through 
Executive Order had bifurcated the Quality Control and Assurance Functions and from 
the beginning of July 2019, the RQAD which was involved in vetting of the reports is given 
the responsibility of Quality Assurance Fun ctions. Hence, the reports need not be sent 
to RQAD for reviews. Before approving the reports, the Department Heads (DAG) 
scrutinizes all the issues in the draft reports in relation to the documents submitted and 
suggest changes. Once the changes are made, the reports are printed and issued by the 
respective Divisions.  

The Quality Control by the Division Chiefs, and Department heads can be tracked through 
the track changes in MS Word. 

The audit reports of significantly larger agencies or if it contains sign ificant issues, is 
signed either by the Department Head or Auditor General.  

Dimension iv: Quality Assurance System 

Until July 2019, the Research and Quality Assurance Division was responsible for quality 
control as well as Quality Assurance functions. The RQAD now has the responsibility of 
Quality Assurance functions. However, the review was conducted for only financial 
audits and not extended to performance audits, compliance audits and range of activities 
of RAA owing to lack of manpower.  
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The RAA is currently conducting the Quality assurance reviews for financial audits using 
the QA tools developed by the IDI. The RQAD as an independent division, it is assigned 
with the QA functions and is currently manned by three experienced (senior) officials 
including the legal professional. The RQAD has conducted QA of selected audits spread 
over divisions and regional offices mainly comprising of only financial audits. Further, 
to see the compliances to the methodologies of ISSAIs after it was adopted in 2017, the 
RAA also assigned one of the experienced officials to conduct QA review of audit reports 
based on samples from different divisions/regions. The report along with 
recommendations of reviewer was communicated to all divisions and teams [10].  

The RAA had undergone assessment under SAI PMF in 2014- 15. 

Assessment Scores by Dimension 

Table 11: Assessment Scores by Dimensions 

Dimension Score 

i)    Internal Control Environment ï Ethics, Integrity and Organizational Structure        2 

ii)   System of internal control            1 

iii) Quality Control System            3 

iv) Quality Assurance System           1 

Overall Score 2 

Assessment findings and observations 

Table 12: Assessment findings and observations 

Dimension  Findings Score 

(i)  Internal 

Control 

Environment 

ï Ethics, 

Integrity and 

Organizationa

l Structure 

Criteria a, b, d, e, f, g, h, I, and j are met 

¶ The Audit Act of Bhutan 2018 and AGôs Standing 
Instruction address the issue of code of conduct.  The RAA 

has document called, ñOath of good conduct, ethics and 

secrecy of auditorsò. This spells out 16 principles of good 

conduct, including the issues of integrity, independence, 

objectivity, confidentiality and competence.   

¶ On the basis of the fact that top management reiterating the 

importance of professional and ethical conduct to 

employees in every occasion, the ethical issues are high on 

the agenda in the RAA.  

¶ For the outsourced audits, the Policy on outsourcing audit 

services requires the contracted firms to comply with the 

ethical requirements of the RAA.  

¶ The RAA has established /written policy or procedures on 

internal control.  

¶ There is a system of annual internal audit of RAA HQ and 

regional office carried out by auditors appointed by the 

Audit Committee. 

Criteria c, k and l are not met 

¶ There was no evidence of review of ethical framework 

being carried out during the last five years. 

¶ The RAA has not formally assessed its vulnerability and 

resilience to integrity violations, through the use of tools 

such as IntoSAINT or other similar tools.  

2 

Criteria a, d 

g and at least 

three criteria 

are in place 
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(ii) System of 

internal 

control 

Criteria b , e, f, g, h, and j, are met 

¶ The Financial Management Manual issued by the Ministry 

of Finance requires heads of agencies to ensure proper 

system of internal controls in respective agencies.  

¶ The National Internal Control Framework developed by 

the Ministry of Finance provide a managerial guide to 

internal control formulation and practice covering the 

aspects of internal control best practices in Financial 

Management, Property Management, Procurement, Human 

Resource Management, Information Technology and 

internal audit related internal controls.  

¶ There is a periodic internal audit of RAA HQ and regional 

offices.  

¶ The internal auditors are appointed by the Audit 

Committee and directly reports to Head of SAI or Audit 

Committee.  

¶ The Audit Committee reviews and follows up the 

implementation of internal auditorsô recommendations 

Criteria a, c, d, and i are not met 

¶ The RAA has not established any written policy or 

procedures regarding how internal control shall be 

conducted in RAA except for some internal control 

procedures regarding financial management and 

procurement are described in the form of ToRs and list of 

job responsibilities of staff in Administration and Finance 

Division.  

¶ There is no clearly defined system for identifying, 

mitigating and monitoring major operational risks.  

¶ The RAA does not include a statement of internal control 

in RAAôs annual audit report. 

1 

At least 2 

criteria are 

in place 

(iii) Quality 

Control 

System 

Criteria a, b, c, and e are met  

¶ The RAA has defined process and responsibility for 

members, team leaders, supervisor (AAGs), Department 

Heads (DAGs), Executive Committee and Auditor General 

as a quality control process of audits and reports. AG's 

standing instructions provides detailed guidance in 

ensuring quality of audits. 

Criterion d not met 

¶ There is no system for assessing overall risks to quality 

which may arise from performing the audit works. 

3 

At least four 

criteria  are 

in place 

(iv) Quality 

Assurance 

System 

Criteria c, f, g and h are met 

¶ The Research and Quality Assurance system is responsible 

for Quality Assurance functions.  

¶ The review was conducted for only financial audits. 

¶ The RQAD as an independent division, it is assigned with 

the QA functions and is currently manned by three 

experienced (senior) officials including the legal 

professional.  

¶ The RQAD has conducted QA of selected audits of 

financial audits spread over divisions and regional offices. 

¶ The report along with recommendations of reviewer was 

communicated to all divisions and teams. 

¶ The RAA had undergone assessment under SAI PMF in 

2014-15. 

Criteria a, b, d and e are not met 

1 

The RAAôs 

QA review 

system 

covers a 

sample of 

completed 

audits and at 

least four 

criteria in 

place 
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¶ The Quality Assurance Review was conducted only for 

financial audits and not extended to range of activities of 

RAA. 

4.2.3 SAI 5: Outsourced audits - Score 2 

Narrative 

Ā z M˫Ě úÙçÀú æĖÀÿÙĲĆĖ÷ ÿÀĴ ÀúúĆĲ æĆĖ íġ ġĆ ÎĆĀġĖÀÎġ ÙĳġÙĖĀÀú ÀĥÓíġĆĖĚː ¢Ć ÙĀÀÌúÙ z MĚ
with limited capacities to complete their audits in a timely manner, outsourcing some 
audit work may be an option for a SAIs to fulfil their mandate. However, the SAI still 
remains the responsible party.  

Similar to other SAIs, the Auditor General has the mandate to outsource audits. 
However, the Auditor General retains the ultimate responsibility for quality control and 
reports are issued under the signatory of the Auditor General.  

This indicator comprises of three dimensions:  

i) Process for Selection of Contracted Auditor  

ii) Quality Control of Outsourced Audits 

iii) Quality Assurance of Outsourced Audits  

The RAA has developed a Policy on Outsourcing of audit works which prescribes the 
process of registration and engagement of accounting and auditing firms for the 
outsourced audits and ensures mi nimum level of competency and expertise. The firms 
are bounded by confidentiality requirements and professional code of ethics.  

The RAA assumes full responsibility for the outputs delivered by the contracted firms 
and continuously monitors their works from  engagement and planning to report. The 
reports are published only after approval of the RAA.  However, there is no system of 
assessing risk to quality of outsourcing works and RAA has not carried out any such 
assessment during the period under review.  

The Policy of Outsourcing requires RAA to conduct QA review of the audits undertaken 
by contracted firms, however, no such reviews had been carried out during the period 
under review.  

Dimension i: Process for Selection of Contracted Auditor 

The RAA has developed a Policy on Outsourcing of audit works which prescribes the 
process of registration and engagement of accounting and auditing firms for the 
outsourced audits. The policy requires the firms to be bound by the confidentiality 
requirements and professio nal code of ethics and not to disclose any information 
relating to the client during the course of audit that are deemed confidential.  

The Policy also specifies eligibility criteria for selection to ensure that the firms selected 
for such works have requir ed competency and qualifications. The RAA conducts due 
diligence before empanelment to assess the competence of firm in terms of its human 
resources and physical resources. The condition of a maximum period of three years of 
empanelment ensures that the fi rms are not engaged by the same audited entities for 
longer periods. For the assessment, the team reviewed one outsourced audit on 
Dagachhu Hydropower Plant which helped to see how the Policy on Outsourcing of audit 
work was applied in practice.  
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Dimension ii: Quality Control of Outsourced Audits 

The RAA assumes full responsibility for the outputs delivered by the contracted firms 
and continuously monitors their works from engagement and planning to reporting. The 
reports are published only after approval of  the RAA. The individual firms have the 
responsibility to institute their own quality control and assurance system.  

¢ëÙ ĆĥġĚĆĥĖÎÙÓ ÀĥÓíġĚ ÿĥĚġ ÌÙ ÎĆĀÓĥÎġÙÓ íĀ úíĀÙ Ĳíġë ġëÙ v ˫Ě ÀĥÓíġ çĥíÓÙúíĀÙĚ ÀĀÓ
manuals. The RAA oversees the engagement, reviews work plans and audit 
programmes and ensures that firms implement quality control procedures.  

The RAA does not have system of assessing risk to quality of outsourcing works and 
not carried out any such assessment during the period under review. There are no 
specific requirements in the policy to hand over the documents to the RAA after the 
completion of audits. However, in practice, the contracted firms hand over the working 
files to respective Divisions.  

There is a defined process of approving reports in the Po licy. 

Dimension iii:  Quality Assurance of Outsourced Audits 

The Policy of Outsourcing requires RAA to conduct QA review of the audits undertaken 
by contracted firms, QA reviews have not been conducted during the period under 
review. There is no evidence of having conducted the monitoring of system of quality 
control during the period under review.  

Assessment Scores by Dimension 

Table 13: Assessment Scores by Dimensions 

Dimension Score 

(i)  Process for Selection of Contracted Auditor 4 

(ii)  Quality Control of Outsourced Audits      2 

(iii)  Quality Assurance of Outsourced Audits         1 

Overall Score 2 

Assessment findings and observations 

Table 14: Assessment findings and observations 

Dimension  Findings Score 

(i)  Process for 

Selection of 

Contracted 

Auditor 

All criteria are me t 

¶ The RAA has developed a Policy on Outsourcing of audit 

works which prescribes the process of registration and 

engagement of accounting and auditing firms for the 

outsourced audits.  

¶ The policy requires the firms to be bound by the 

confidentiality requirements and professional code of ethics.  

¶ The firms are empanelled as per the eligibility criteria and 

RAA conducts due diligence during selection for registration 

to ensure its competency and capabilities  

4 

All  criteria 

are in place 
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 (ii) Quality 

Control of 

Outsourced 

Audits 

Criteria a, b, and d are met 

¶ The RAA obtains statement of assurance of quality control 

signed by managing partners which are validated by RAA.  

¶ The individual firms have the responsibility to institute their 

own quality control and assurance system. 

¶ The outsourced audits must be conducted in line with the 

RAAôs audit guidelines and manuals. 

Criterion c is not met 

¶ The RAA does not have system of assessing risk to quality of 

outsourcing works and not carried out any such assessment 

during the period under review. 

¶ The audit working papers are handed over either in hard or 

soft copies to the RAA, though there is no specific 

requirements as per the policy or the agreements. 

2 

Criteria d and 

at least one 

other criteria 

in place 

(iii) Quality 

Assurance 

of 

Outsourced 

Audits 

Criterion a is met  

¶ The RAA is currently using the QA tools developed by IDI, 

however no QA reviews were carried out for outsourced 

audits. 

Criteria b, c, d, e, f, and g are not met 

¶ While the Policy of Outsourcing requires RAA to conduct 

QA review of the audits undertaken by contracted firms, QA 

reviews have not been conducted during the period under 

review. 

¶ No monitoring of system of quality control was carried out 

during the period. 

1 

At least one of 

the criterion 

in place 

4.2.4 SAI 6: Leadership and Internal Communication - Score 3 

According to ISSAI 20, an SAI should be operating on the foundations of transparency 
and accountability. ISSAI 12 equally underlines the principle of SAIs leading by example. 
In practice, it is the Head of the SAI and the leadership team who are responsible for 
setting the tone at the top, to promote integrity, but also to enable effective fulfilment of 
the mandate of the organization by developing an organizational culture promoting 
effectiveness, transparency and accountability. In order for the SAI to achieve its 
objectives, strong leadership and good communication with staff are necessary.  

This indicator comprises of two dimensions:  

i)  Leadership 

ii) Internal Communications  

Leadership competencies and processes are well established and operating at a 
satisfactory level; in the RAA. Periodic meeting are held to make important decisions 
and are documented and communicated properly. Internal communication is well 
established and uses appropriate tools to promote effective internal communication.  

Dimension i: Leadership 

The meetings are held at various levels;  

1. Advisory Committee Meeting -  Meeting of Auditor General and Deputy Auditors 
General form the highest decision making level. The issue of strategic importance and 
sensitive issues concerning RAA and its employees and operations are discussed. The 
decisions are conveyed through instructions or executive orders si gned by the Auditor 
General. The meeting is held as and when needed.  
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2. Human Resource and Governance Committee Meeting: Include Heads of Departments 
and Heads of Divisions. It discusses on day to day HR management and operational 
issues and make decisions on all activities of auditing and non - auditing activities. The 
Meeting is held every Wednesday and if needed whenever required to give immediate 
decisions.  

3. Committee Level Meeting: Various committees formed for specific functions hold 
regular meeting  either as per scheduled timing or as and when required by nature of 
their responsibilities. These committees are chaired either by Auditor General or 
delegated to one of the Deputy Auditors General. 

The key decisions made in the meetings are documented in the form of minutes of 
meetings or the Records of Discussion (RoD). The decisions made in the Executive 
Committee Meetings are disseminated through Executive Orders signed by the Auditor 
General. Minutes of Meetings containing deliberations and decisions of Human 
Resource and Governance Committee Meeting are finalized and shared with all staff 
through official mails assigned to all employees. Decisions of specific committees are 
well documented and are communicated to staff based on relevance and requireme nt.  

The core documents of RAA include Annual Audit Reports, Strategic Plans, Operational 
Plans, Audit Manuals and Guidance, Policy documents and host of other publications on 
specific topics. Most of these documents contain RAA's core values and are easil y 
accessible on RAA's webpage and are public. 

Delegations are basically done as per Job responsibilities of individual job positions 
which are developed and prescribed by the Royal Civil Service Commission. The job 
performances are reviewed as per the Indi vidual responsibilities and performances are 
rated as per the performance of the assigned jobs. The performance ratings are used 
for career progressions and or for other incentives and opportunities for further 
advancement. 

In setting a tone enabling accountability and strengthening the culture of internal 
control, evidently the Strategic Plan 2015- 20 identifies one of the goals as "being model 
organization" in demonstrating better internal governance within RAA. The strategies 
range from subscribing to ele ments of ethics and code of conduct by all employees to 
being accountable for its own performance through regular performance reporting to 
Parliament and stakeholders. The top management reminds employees on manifesting 
integrity and ethical behaviour at a ll times in all kinds of meetings such as regular staff 
meetings, and annual conferences. The values of ethics and accountability are also 
communicated in informal meetings held by top management with the lower staff. The 
elements of ethical behaviour and accountability are modelled by the top management. 
For instance, compliances to individuals' asset declaration are ensured throughout and 
all employees are made to comply by assigning dedicated official to enforce the 
requirement. Accountability and ethica l practices are also enforced through holding 
employees accountable for any non- compliance detected during internal audit.  

One way of assessing tone at the top in demonstrating these initiatives is total absence 
of criticism on RAA's ethical culture in th e social media unlike some agencies. The team 
has not come across any issues being pointed to indicate any shortcomings in this front. 
The top management demonstrate initiatives for building an ethical culture in the 
organization by propounding core values , ethical and professional values, encouraging 
ethical values and mechanism to report incidence of non - compliances anonymously 
through a suggestion box. The management had also demonstrated disapproval and 
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intolerance to any case of misconduct. There had been incidences of investigating 
allegations received from outside source on misconduct of staff to establish truth. The 
investigation was assigned to one of the Deputy Auditors General. Fortunately, 
allegation was proved wrong on both occasions.  

For instance, having an open forum during conference to raise concerns or issues that 
are sensitive in nature through a written slip and discussing openly in the meeting 
provide platform to raise issues and concerns regarding internal controls within the 
RAA. 

RAA's bid to demonstrate initiatives to establish "an internal culture recognizing that 
quality is essential in performing all of its work" is apparent in all documents meant to 
serve as guidance to performance of jobs. These include host of manual and guidelin es, 
code of ethics and professional conduct, Quality Assurance Review Policy, Handbooks, 
AG's Standing Instructions etc, which delineates processes, as well as responsibility on 
individuals, divisions, and departments in ensuring quality of its work. The R AA's 
periodic monitoring and reporting ensures holding officials accountable for non -
adherence. Recognition of best performance in terms of producing best audit reports 
and observations and selection of best employees in different categories and constant 
review of audit process by independent division reflects initiatives to establish internal 
culture of quality.  

Dimension ii: Internal Communication 

No written or established principles for internal communication. However, different 
forms or channel of commu nications are by default are fully functional and operational. 
The following are some of the channels for communication:  

1. Official emails: These are allotted to every staff of RAA. This is used for dissemination 
of information regarding information related  to RAA, jobs, decisions, directions and 
any other forms of communication related to individuals.  

2. Electronic Platforms: Electronic media platforms such as whatsapp, wechat, 
Telegram etc, for one to one or group communication at various levels and groups  

3. Phones: For direct contact of individuals through mobile phone or fixed line 
telephone 

4. Video Conferencing for virtual meetings  

5. Common Drive for whole employees, specific departments, divisions and groups to 
use information in a secured manner.  

These channels are found to be used extensively in communicating various information 
(decisions, directions, monitoring report, information, discussions, etc). But there is no 
written principles for internal communications and monitoring of implementation.  

On the basis of hierarchy of committees, the RAA has a two way approach of conducting 
committees' business.  

1. At the highest decision making level, the Advisory Committee is concerned about 
providing strategic decisions. The discussions are initiated basically i n responding to 
both external and internal issues. Internal issues emanate from employees concerns, 
ideas or initiatives to which decisions need to be taken. Adequate consultations are 
made in the process and the decisions are communicated to employees.  
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2. HRGC -  Since these pertain to decisions regarding HR and internal governance, 
agendas are solicited from all employees for discussion in addition to regular 
administrative decisions. The participation of relevant employees is also solicited if 
required. The minutes are shared through official email to all employees.  

3. Annual Audit Conference, Mid Term Reviews and Annual Plan Meetings: These 
meetings have larger attendance. The agenda items include all business of RAA. 
These meetings are annual feature and provide opportunity to propose agenda by all 
employees.  

4. Other forms of consultations: Besides the above meetings, consultations and 
information sharing happen continuously at all levels,the Department and Divisions 
hold their own meetings and information sha ring and consultation process for any 
pertinent topics that are needed to be disseminated, consulted and discussed.  

All divisions of Head Office and Regional Offices are provided internet connections and 
all staff has official mails for communications. Ade quate facilities such as computers, 
fax, scanner, are provided for Divisions to facilitate effective internal communication. 
Staff can be connected through intercom and fixed telephone. RAA's Newsletters are 
published half yearly for dissemination of infor mation about affairs and events 
occurring in RAA. The Annual Report on HR Activities is also prepared annually and 
disseminates key information on recruitment, selection, promotion, leave, 
superannuation etc. 

Meetings are conducted between executives, managers, teams and auditors to discuss 
issues concerning management and auditing through various channels. For instance, 
for auditing departments and divisions, the interactions with the employee or the teams 
are throughout the audit process: discussing audit  plan and approval, execution, and 
reporting. Team prepares audit plans and submits to Division and then to Department 
Heads. The plans are reviewed and comments and suggestions are given along with 
specific briefings to the teams. Even these are reiterati ve resulting in numerous 
meetings and consultations between team, division and department. Same process 
follows during execution and reporting. The process for non - auditing department and 
divisions is also similar that there is a continuous interaction wit h staff and 
management in process of work.  

All officials have official emails for communication of official matters and internet 
facilities are provided to employees. Other facilities include laptops and computers 
provided to employees and designated telephone (fixed) provided to each division. With 
these given facilities of communication system, the staff are facilitated in 
communicating and sharing information.  

Assessment Scores by Dimension 

Table 15: Assessment Scores by Dimensions 

Dimension Score 

i)  Leadership 4 

ii)  Internal Communication 3 

Overall Score 3 



 

 57 

Assessment findings and observations 

Table 16: Assessment findings and observations 

Dimension  Findings Score 

(i) Leadership All criteria are met  

¶ The RAA holds Annual Conference, Mid Term Review 

Meeting, Policy, Advisory Committee Meeting, Planning & 

Consultative Meeting (PPCM), Human Resource & 

Governance Committee (HRGC) Meetings, and specific 

committee meetings to discuss specific agendas based on the 

responsibilities. 

¶ The RAA actively promotes and reinforces ethical, professional 

and core values. The roles and responsibilities are delegated to 

various sub-committees. 

¶ The RAA has instituted a reward system to recognize the good 

performance. 

¶ There is a culture of delegating job to every individual through 

Annual Work Plan (AWP) on the basis of which the 

performance is evaluated at the end of the year. 

4 

All criteria 

in place 

 (ii) Internal 

Communic

ation 

Criteria b, c, d, e, and f are met. 

¶ The RAA has developed Media Policy to provide guidance in 

dissemination of audit reports through mainstream media and 

social media. 

¶ There is a continuous communication of SAI mandates, vision, 

core values and strategy to staff through its annual plans and 

official documents. 

¶ The decisions/resolutions of all meetings are disseminated to all 

employees through official mails. 

Criterion a is not met 

¶ There is no written or established principles of communication 

developed 

3 

At least five 

criteria are 

in place 

4.2.5 SAI-7: Overall Audit Planning. Score: 3 

Narrative 

The overall audit planning process defines the audits that the SAI plans to conduct in a 
given period of time. The overall plan should demonstrate how the SAI plans to fulfil 
its mandate and achieve its strategic objectives efficiently and effectively. 

ISSAI 173 emphasizes that SAIs shall audit in accordance with a self - determined 
programme. SAI 7 seeks information on the processes leading to the production of an 
overall audit plan for RAA and, what should be in the annual plan. ISSAI 40 74 states that 
SAIs should consider their overall audit plan/control programme, and whether they 
have the resources to deliver the range of work to the desired level of quality. To 
achieve this, SAIs should have a system to prioritize their work in a way that ta kes into 
account the need to maintain quality.  

These annual plans are additional to individual audit plans as they provide a 
ÎĆÿēĖÙëÙĀĚíıÙ ēíÎġĥĖÙ Ćæ ġëÙ z M˫Ě ÀÎġíıíġíÙĚ ĲíġëĆĥġ ġëÙ ĀÙÙÓ ġĆ ĖÙæÙĖ ġĆ ġëÙ ĀĥÿÙĖĆĥĚ
sub- plans created by the various divisions/ departments of a typical SAI. 

                                                           
73 The Lima Declaration 
74 ISSAI 40 Quality Control for SAIs 
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This indicator has two- dimensions: 

(i)   Overall Audit/Control Planning Process.  

(ii)  Overall Audit/Control Plan Content.  

The RAA has a comprehensive overall annual plan and annual audit schedule covering 
audit plans for indi vidual audits and divisions featuring financial, performance and 
ÎĆÿēúíÀĀÎÙ ÀĥÓíġː KĆĲÙıÙĖˋ ÙÿÙĖçíĀç ĖíĚ÷ˋ ĚġÀ÷ÙëĆúÓÙĖĚ˫ ÙĳēÙÎġÀġíĆĀĚ ÀĀÓ ġëÙ
constraints to the delivery of the program are not factored into the annual plan. The 
overall audit planning for the RAA, the overall score given for this indicator is 3.  

Dimension i: Overall Audit/Control Planning Process 

This dimension has seven criteria, related to the process for developing and approving 
an overall audit plan for the SAI. Criteria probe aspects s uch as responsibilities for 
ēúÀĀĀíĀçˋ ÿĆĀíġĆĖíĀç ÀĀÓ íÿēúÙÿÙĀġíĀç ġëÙ ēúÀĀ˕ ġëÙ ÙĳġÙĀġ ġĆ ĲëíÎë ġëÙ ēúÀĀ˫Ě
preparation considers available financial and human resources, and crucially, the 
application of a risk - based methodology for the overall audit plann ing process and the 
consideration of risk.  

¢ëÙ ĥÓíġĆĖ GÙĀÙĖÀú˫Ě zġÀĀÓíĀç MĀĚġĖĥÎġíĆĀĚ ĚġÀġÙĚ ġëÙ ēĖĆÎÙÓĥĖÙĚ æĆĖ ÓÙıÙúĆēÿÙĀġ ÀĀÓ
ÀēēĖĆıÀú Ćæ v ˫Ě ÀĀĀĥÀú ÀĥÓíġ ēúÀĀː +ÙæĆĖÙ ÙÿÌÀĖ÷íĀç ĆĀ ēĖÙēÀĖíĀç ġëÙ ĀĀĥÀú súÀĀˋ
RAA had re- visited holistically on its aud it universe i.e. the total agencies and their 
accounts. After determining the audit universe, RAA had embarked on categorization 
of agencies which gave basis for preparing the Annual Plan (detailed in section 4.2.1 
dimension iii). Notable exercises were ca rried out by RAA during the review prior to 
the preparation of annual plan such as re - visiting the strategic intents through 
screening the stakeholders, prioritizing topical issues for audit, discussion on audit 
strategies, reformulation of targets, ration alizing manpower strength, deployment, and 
re- defining audit universe. The process for developing the annual plan identifies the 
v ˫Ě ÀĥÓíġ ĖÙĚēĆĀĚíÌíúíġíÙĚ æĖĆÿ íġĚ ÿÀĀÓÀġÙː 

Categorization of agencies in terms of their complexity and size and priority w as 
initiated by RAA and is revised and published annually as a separate document which 
is used as guidance for preparation annual audit schedules. The categorization of 
agencies in terms of size and complexity was made on the basis of size of budget and 
expenditure, perceived complexity and nature of operations based on experiences 
shared by the Divisions75.  In the parallel line, the priority assigned for agencies is based 
broadly on the requirement of legislations (Acts) and agreements in terms of audit 
requirements, perceived risks based on past experiences, and any other reasons that 
are deemed necessary to be considered for determining priority. Overall audit plan for 
RAA which would ensure proper account is taken of risk and materiality at the 
instituti onal level. More detailed planning is done at the individual audit level.  

There are clearly defined responsibilities for planning the annual plan. In deciding the 
annual audit schedule for the division, the division chiefs allocate audits to different 
audit teams and each team decide on the timetables for the specific audits assigning 
man- days for each audit. The division chiefs coordinate the process, consolidate the 
audit schedule submitted by the teams and send the suggested annual audit schedule 
for hi s division to PPAARD for review and consolidations. The PPAARD submits the 

                                                           
75 Annual Plan 2017-18 
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ÀĀĀĥÀú ÀĥÓíġ ēúÀĀ ġëÀġ ÎĆıÙĖĚ Àúú ġëÙ v ˫Ě ÓíıíĚíĆĀĚ ÀĀÓ ĖÙçíĆĀĚ ġĆ ġëÙ ss-_ æĆĖ
endorsement and uploads in the official website.  

The annual plan identifies which division or regi on is responsible for the 
implementation of each audit, and also the focal person for the respective audit is 
identified. The monitoring of Annual Plan rest with the AAG of respective Divisions. The 
status of every audit conducted is updated in APEMS and monitored by the PPAARD. 
The status of AAS is reported in the Mid- term review which is an annual exercise. The 
progress and overall implementation status of the annual audit plan is presented and 
revised in the midterm review meeting held in mid - year of the annual plan period.   

Auditing all the agencies within a particular financial year is impractical owing to 
limited resources. While preparing the annual plan, RAA takes into account the number 
of auditors allocated to each Division. The categorization exe rcise was carried out as 
a foundation for prioritizing and rationalizing the audit plan to derive optimum impact 
with the available resources and budget.  

The annual plan has content on engaging the stakeholders, however, there is no 
evidence of having factĆĖÙÓ íĀ ĚġÀ÷ÙëĆúÓÙĖĚ˫ ÙĳēÙÎġÀġíĆĀĚ ÀĀÓ ÙÿÙĖçíĀç ĖíĚ÷Ěˋ íĀ ġëÙ
process.   

Dimension ii: Overall Audit/Control Plan Content 

This dimension has six criteria, which look into the content of the actual overall audit 
plan. Criteria include the need for the plan to clearly set out objectives and 
responsibilities, to include an implementation schedule for all audits, and to specify 
the allocated human and financial resources. The overall audit plan should contain an 
assessment of risks and delivery constraints.   

v ˫Ě ĀĀĥÀú súÀĀ ʶʴʵʻ- 18 articulates the name of the agencies to be audited and type 
of audit being planned (Financial, Performance and Compliance audit). The annual plan 
consists of audit schedules 76 for each division and regional offices. Separate lists of 
schedules sorted by teams and agencies are also included. The annual audit schedule 
includes the start, end and report i ssue date and the name of the focal person for each 
audit.  In addition to the audit schedules the annual plan delineates audit thrust areas 
for the year. The thrust areas have been identified largely by taking into consideration 
the audit priorities based  on emerging risk and issues in the management and 
utilization of public funds as experienced by RAA in the recent past.  

The programme profile of the Annual Plan 2017- 2018 is broadly derived from the 
vÙıíĚÙÓ v ˫Ě fēÙĖÀġíĆĀÀú súÀĀ ʶʴʵʹ- 2020. It indicates a special focus on the core 
mandates of the RAA i.e. auditing and reporting and reinforces the importance of the 
secretariat services as a robust collaborator, professionally competent enough to 
support the core businesses of the RAA. The RAA reports on audits conducted and 
reports issued during the year in the Annual Audit Report demonstrate how RAA is 
discharging its mandate over a relevant timeframe in the form of annual audit 
schedule. 

The annual audit schedule specifies the necessary human and financial  resources to 
conduct the planned audits. Further, the Annual Plan 2017- 18 has highlighted the 
budget outlay and the human resource recruitment plan for the year.   

                                                           
76 Annual Audit Schedule 2017-18 



 

 
60 

The annual plan does not contain an assessment of risks and constraints to the 
delivery of the audit plan. 

Assessment Scores by Dimension 

Table 17: Assessment Scores by Dimensions 

Dimension Score 

i)  Overall Audit/Control Planning Process 3 

ii) Overall Audit/Control Plan Content 3 

Overall Score 3 

Assessment Findings and Observations 

Table 18: Assessment findings and observations 

Dimension Findings Score 

(i)  Overall Audit/Control 

Planning Process 
Criteria a, b, c, d, e and f are met. 

¶ The RAA documents the process followed 

for developing and approving the overall 

audit plan.  

¶ The process for developing the RAAôs 

overall audit plan identifies the audit/control 

responsibilities from its mandate. 

¶ The audit planning process follows a risk-

based methodology. There are clearly 

defined responsibilities for planning, 

implementing and monitoring the audit plan. 

¶ There is evidence that the SAI monitors the 

implementation of its audit plan/control 

programme.  

¶ The audit planning process takes into 

account the RAAôs expected budget and 

resources for the period to which the plan 

relates. 

Criterion g is not met. 

¶ The RAA does not factor in stakeholdersô 
expectations and emerging risks into audit 

plans. 

3 

Criteria a, b, c 

and at least two 

criteria are in 

place 

(ii) Overall Audit 

Plan/Control Programme 

Content 

Criteria a, b, c, and d are met. 

¶ The audit plan have defined the objective of 

the audit/control at a high level, as well as 

who has the responsibility for each audit to 

be carried out. 

¶ The audit plan includes a schedule for the 

implementation of all audits. The annual 

plan of RAA takes into account about 

discharging its audit/control mandate over a 

relevant timeframe as scheduled in its plan. 

¶ The RAA's audit plan specifies the necessary 

human and financial resources to conduct the 

planned audits. 

Criterion e is not met. 

¶ The overall audit plan of RAA does not 

contain an assessment of risks and 

constraints to the delivery of the plan. 

3 

Criteria a and b 

and at least two 

criteria in place 
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4.3 DOMAIN C: AUDIT QUALITY AND REPORTING 

The following table provides an overview of the dimension scores for each indicator.  

Domain C assesses the quality as well as the outputs of the audit work which is the core 
ÌĥĚíĀÙĚĚ Ćæ v ː Mġ ÀúĚĆ íĀÎúĥÓÙĚ ÀĀ íĀÓíÎÀġĆĖ ġëÀġ ÿÙÀĚĥĖÙĚ v ˫Ě ÀĥÓíġ ÎĆıÙĖÀçÙ æĆĖ
ġëÙ ġëĖÙÙ ÓíĚÎíēúíĀÙĚ Ćæ ÀĥÓíġĚː ¢ëÙ ĚġĖĥÎġĥĖÙ æĆĖ v ˫Ě ēÙĖæĆĖÿÀĀÎÙ íĀ ÙÀÎë ÀĥÓít 
disciplines is measured through three indicators structured as foundations (SAI - 9, SAI-
12 and SAI 15), process (SAI- 10, SAI- 13 and SAI- 16) and Results (SAI- 11, SAI- 14 and SAI-
17). 

The following table provides an overview of the dimension scores for each  indicator. 
Section 4.3.1 to 4.3.10 provide further details. 

Table 19: Dimension scores 

Domain C: Audit Quality and Reporting Dimensions Overall 

score Indicator  Name i ii  ii  iv 

SAI ï8 Audit Coverage 2 3 0  2 

SAI ï9 Financial Audit Standard and Quality 

Management 

4 4 3  4 

SAI-10 Financial Audit Process 3 3 2  3 

SAI -11 Financial Audit Results 2 4 3  3 

SAI-12 Performance Audit Standard and Quality 

Management 

4 4 2  3 

SAI-13 Performance Audit Process 3 3 3  3 

SAI-14 Performance Audit Results 3 4 2  3 

SAI-15 Compliance Audit Standard and Quality 

Management 

1 2 1  1 

SAI-16 Compliance Audit Process 1 1 2  1 

SAI-17 Compliance Audit Results 1 4 2  3 

SAI-18 Jurisdictional Control Audit Standard and Quality 

Management 

N/A N/A N/A   

SAI-19 Jurisdictional Control Audit Process N/A N/A N/A   

SAI-20 Results of Jurisdictional Controls N/A N/A N/A   

 

4.3.1 SAI-8: Audit Coverage- Score 2 

Narrative 

This indicator measures audit coverage in each of the three audit disciplines namely 
financial audit, compliance audit and performance audit and provides on the extent to 
which the SAI is able to audit the entities within its mandate. The indicator has 3 
dimensions: 

(i) Financial Audit Coverage 

(ii) Coverage, Selection and Objective of Performance Audit 

(iii)  Coverage, Selection and Objective of Compliance Audit 

The RAA maintains the record in the Annual Audit Plan under audit universe of its actual 
audit coverage for FA, CA and the PA Strategic plan for performance audits. The financial 
statement of the individual audit entities ar e not received automatically but asked for 
during the planning of these audits except for the annual financial statements of the 
government. The RAA do not report on non ˟ submission of the financial statements.  The 
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coverage for financial audits has been q uite low due to the huge mandate of the RAA 
and its limited audit resources.  

Increasing importance has been given to performance audits which focus on areas 
where the audit expects to add maximum value in terms of improved accountability, 
economy, efficiency and effectiveness. The topics were selected through a strategic 
planning process by identifying the risks and problems, prioritizing audit topics using 
criteria such as potential impact, financial materiality, risks to good management, 
complexity, signi ficance, visibility, coverage, cross sectoral issues and auditability of the 
proposed audit topic. There is scope for improving by factoring the stakeholders 
expectations and emerging risk while selecting the topics.  

The compliance audit coverage was round 13.86 % which are purely entity based and 
covers only government owned corporations and financial institution.  The RAA gets a 
score of 0 as the audit universe for compliance audits does not include the central 
government agencies. 

Dimension i: Financial Audit Coverage 

Financial audits are carried out by three divisions 77 and the four regional offices 78 in the 
RAA. However, RAA outsource financial audits of Government Owned Corporations and 
Financial institutions to the external auditing firms empanelled by RAA and the financial 
audits of NGOs, CSOs and ROs to the local audit firms empanelled by RAA.  The RAA 
does not receive the financial statements automatically, although it is required under 
its mandate which is clearly stipulated in the Audit Act 2018. However, the financial 
statements are sent by the audited entities during the planning stage of an i ndividual 
audit when RAA ask for it.  The financial statements are received usually when an audit 
commences. The RAA does not report publicly on any non-  submission of financial 
statements. The annual financial statements of the government are received by RAA 
within six months of the closure of the financial year as per the legal requirement.  

The dimension is scored by taking the total number of financial audits as per the audit 
universe and comparing it with the number of financial audits conducted during the 
financial year 2017- 2018. 

The total number of financial audits in the audit universe was 1066 for the financial year 
2017- 2018.  

According to the audit universe, 685 number of audits was conducted during 2017- 2018. 
The financial audit coverage is calculated at 64.25%.  

In addition, the RAA conduct the audit of Annual Financial Statements of the Government 
of Bhutan and report to the Parliament as mandated by the Audit Act.  

Dimension ii: Coverage, Selection and Objective of Performance Audits 

The RAA had conducted 6 performance audits during the year 2017- 201879. There are two 
divisions conducting performance audits or thematic audits 80. Performance audits are 

                                                           
77 General Governance Division, Social, Communication & Information Division, Resource, Trade, 

Industry and Commerce Division 
78 Office of the Assistant Auditor General, Bumthang, Phuntsholing, SamdrupJongkhar and Tsirang 
79 Lists of PA conducted during 2017-2018 provided by PPAARD 
80 Performance & Systems Audit Division and Thematic Audit Division 
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given equal importance as financial and compliance audits as the topics for 
performance audits foc us on areas where the audit expects to add maximum value in 
terms of improved accountability, economy, efficiency and effectiveness and to ensure 
appropriate coverage of programme operations within the limitations of available audit 
resources 81. 

The three sampled performance audits 82 indicated that these audits focussed on 
whether interventions, programmes and institutions are performing in accordance with 
the principles of economy, efficiency and effectiveness and provide recommendations 
for future improveme nts. 

The topics of performance audits was selected through a strategic planning process 
where 27 potential audit topics 83 were identified by analysing the potential topic and 
conducting research to identify  the risks and problem as per the performance audit  
guidelines. The topics that are identified are prioritized using audit topic prioritization 
matrix with criteria such as potential impact, financial materiality, risks to good 
management, complexity, significance, visibility, coverage, cross sectoral and 
auditability to be covered during the five year period. Under auditability the availability 
of human resources and the professional knowledge and skills of the audit teams is 
assessed to carry out the proposed audit topics economically, efficiently and eff ectively. 

¢ëÙ ĚġĖÀġÙçíÎ ēúÀĀĀíĀç ēĖĆÎÙĚĚ ÓíÓ ĀĆġ æÀÎġĆĖ íĀ ġëÙ ĚġÀ÷ÙëĆúÓÙĖ˫Ě ÙĳēÙÎġÀġíĆĀĚ ÀĀÓ
emerging risk in the plans for the audit topics. During the last five years from 15 May 
2015 to 2 November 2019 a total of 27 performance audits were conducted covering 
Education, National Economic Development, Revenue Collection, Health, Infrastructure, 
Social Security and Labour Market and others (private sector development and Bank).  

Dimension iii: Coverage, Selection and Objective of Compliance Audits 

The audit plan 2017- 2018 identifies entities which include only the compliance audits of 
government-  owned corporation and financial institutions which are conducted by the 
Corporations and Financial Institution Division (CFID) in the RAA Headquarter and few 
numbers by the four regional audit offices. As such the audit universe for compliance 
audits of 238 audits in the FY 2017- 2018 does not include the entities of the central 
government agencies although it is mandated by the Audit Act.  The compliance audit 
coverage was round 13.86 % (33 CA conducted by 238 CA).  These CAs are purely entity 
based. The entities to be audited for entity based compliance audit are based on the 
priority and categorization similar to financial audit. For theme based compliance audits 
there is no proper documentation of selection of audit topics.  

During the past three years from 2017- 2019, RAA conducted one Compliance theme 
based audit on Government Procurement after a decision made by the Auditor General.  

RAA gets a score of 0 as the audit universe for compliance audits does not include the 
central government agencies.  

                                                           
81 Performance Audit Strategic Plan 2015-2020 
82 Core Banking Solutions in Bank of Bhutan, Revenue Collection and Management in Thromdes, Bhutan 

Chamber of Commerce and Industries 
83 PA Strategic Plan 2015-2020 
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Assessment Scores by Dimension 

Table 20: Assessment Scores by Dimensions 

Dimension Score 

(i) Financial Audit Coverage 2 

(ii) Coverage, Selection and Objective of Performance Audit 3 

(iii) Coverage, Selection and Objective of Compliance Audit 0 

Overall score 2 

Assessment Findings and observations 

Table 21: Assessment findings and observations 

Dimension Findings Score 

(i)  Financial Audit 

Coverage 

The Financial Audit Coverage is 64.25% 2 

(ii) Coverage, Selection 

and Objective of 

Performance Audit 

Criteria a, b, c, e, f, g, and h are met.  

¶ The Performance Audit is given equal importance as 

Financial Audit as is conducted by two divisions in the 

RAA HQ.   

¶ The RAAôs performance audit reports over fairly a 
broad range of topics and the selection and 

prioritization of the topics is well documented in the 

PA Strategic Plan 2015-2020.  

Criterion d is not met. 

¶ Except the expectations of the stakeholders and 

emerging risks are not factored during the selection of 

the topics. 

3 

At least six 

criteria in 

place 

(iii) Coverage, 

Selection and 

Objective of 

Compliance Audit 

Criteria a  and d are met.  

¶ The audit plan 2017-18 identified 238 compliance 

audits of govt. owned corporations and financial 

institutions 

¶ During the past three years audits included 

government procurement.  

Criteria b, and c are not met. 

¶ The audit universe of Compliance audits includes only 

entities of government owned corporations and 

financial institution and does not include the central 

government agencies. Thus, the audit coverage for CA 

seems to be quite limited. 

0 

During the 

year of review 

no central 

government 

entities were 

subject to CA 

4.3.2 SAI-9: Financial Audit Standards and Quality Management - Score 4 

Narrative 

¢ëíĚ íĀÓíÎÀġĆĖ ÀĚĚÙĚĚÙĚ ġëÙ v ˫Ě ÀēēĖĆÀÎë ġĆ æíĀÀĀÎíÀú ÀĥÓíġíĀç íĀ ġÙĖÿĚ Ćæ íġĚ ĆıÙĖÀúú
standards and guidance, team management and skills and quality control. The indicator 
has 3 dimensions: 

(i) Financial Audit Standards and Policies. 

(ii) Financial Audit Team Management and Skills. 

(iii)  Quality Control in Financial Audit.    

The Royal Audit Authority performs well under this indicator. The Financial Manual is 
in line with ISSAI 200 Fundamental Principles of Financial Audits. RAA has a strong 
system and ensures that the engagement team collectively have the appropriate 
competencies and capabilities. There is scope for improvement in the manual, as it 
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does not cover the aspect of involving technical experts to deal when difficult of 
contentious matter arises and documenting the differences of opinion within the SAI 
before a report is issued.  

Dimension i: Financial Audit Standards and Policies 

The RAA adopted the ISSAIs on financial audits as the authoritative standards in 2017 
and the Financial Audit (FA) Manual is closely aligned to the ISSAIs to govern their 
financial audit work. The Financial Audit Manual has been used as the basis for the 
financial audits, and sets out the policies and procedures for the financial audit works. 
The latest version of the manual is dated July 2019.  

The Financial Audit Manual also provides additional guidance in terms of snapshots of 
each audit process to ensure easy and better understanding of the manual. The manual 
has the following chapters:  

1. Introducti on to Financial Audit and ISSAIs 

2. Financial Auditing Process  

3. Pre- engagement activities 

4. Planning and audit 

5. Conducting an audit 

6. Completion and Review 

7. Audit Reporting 

8. Quality Assurance at the engagement level  

9. Follow up of audit report  

As reflected in the chapter, the financial audit manual adequately incorporates the ISSAI 
standards. Also, the manual is written in a clear and accessible manner providing 
working paper Templates for each stage of audit with guidance notes. The FA Manual 
guides the auditor how he/she should assess whether the preconditions for an audit of 
financial statements have been met as per ISSAI 200. One of the sections in the manual 
explains the process of assessing the financial reporting framework applied by the 
audited entity in pre paring the financial statements and obtaining an agreement of the 
management that it acknowledges and understands its responsibility of preparing the 
financial statement.  

The purpose of performing preliminary engagement activities is to assist an auditor 
ensure and have considered any events or circumstances that may adversely affect 
their capability to plan and perform the audit engagement as to reduce audit risk to an 
acceptably low level 84. The guidance on applying the concept of materiality appropriately  
when planning and performing the audit is captured in chapter four of the Financial 
Audit (FA) Manual.   

The FA Manual clearly elucidates about audit documentation that is sufficient to enable 
an experienced auditor, with no previous connection with the a udit, to understand the 
nature, timing and extent of the audit procedures and the audit evidence obtained. The 
audit documentation should be prepared at all stages of the audit process in different 

                                                           
84 Financial Audit Manual 



 

 
66 

folders which includes pre - engagement activities, planning audit, conducting audit, 
completion and review and reporting. -------  

To promote effective two- way communication between the auditors and those charged 
with governance, the FA Manual has a guide on determining appropriate persons within 
ġëÙ ÙĀġíġĴ˫Ě çĆıÙĖĀance structure with whom to communicate (which could be 
performed at audit entry meeting - before audit commences) and determining the 
matters that need to be communicated (i.e. auditors responsibility, planned scope and 
timing of the audit, significant find ings from the audit, and auditor independence). 

There is a section in the manual which directs how an auditor should agree the terms 
of the audit engagement with management or those charged with governance, as 
appropriate. The Manual directs the auditor to  develop a plan including the scope, timing 
and direction of the audit. Moreover, the Manual outlines that the auditor should 
properly plan the audit to ensure that it is conducted in an effective and efficient manner. 
Chapter four of the Manual explains u nderstanding of the audited entity and its 
ÙĀıíĖĆĀÿÙĀġˋ íĀÎúĥÓíĀç ĥĀÓÙĖĚġÀĀÓíĀç ġëÙ ÙĀġíġĴ˫Ě íĀġÙĖĀÀú ÎĆĀġĖĆúː 

The chapter four under planning an audit explicitly highlights how the auditor should 
assess the risks of material misstatement at the financial statement level and at the 
assertion level for classes of transactions, account balances, and disclosures to 
provide a basis for performing further audit procedures. It also guide show the auditor 
should respond appropriately to address the assessed risks of material misstatement.  

The Manual guides the auditor in how he/she should design and perform substantive 
procedures for each material class of transactions, account balance, and disclosure, 
irrespective of the assessed risks of material misstatement. F urthermore, it explains 
how the auditor should identify and assess the risks due to fraud and obtain sufficient 
appropriate audit evidence and respond appropriately. Additionally, the FA Manual 
defines how the auditor should identify the risks due to direc t and material non -
compliance with laws and regulations and obtain sufficient appropriate audit evidence 
ġĆ ÌÙ ÀÌúÙ ġĆ ÓĖÀĲ ÎĆĀÎúĥĚíĆĀĚ ĆĀ ĲëíÎë ġĆ ÌÀĚÙ ġëÙ ÀĥÓíġĆĖ˫Ě ĆēíĀíĆĀː 

There is a working paper template in the manual explaining how the auditor shoul d 
accumulate misstatements identified during the audit and communicate with 
management and those charged with governance as appropriate on a timely basis all 
misstatements accumulated during the course of the audit. Chapter seven defines how 
the opinion should be expressed clearly through a written report and the basis for 
forming the audit opinion.  

The FA Manual does not cover how an auditor engaged to audit group financial 
statements should obtain sufficient appropriate audit evidence regarding the finan cial 
information of the components and the consolidation process. This will affect in 
expressing an opinion on whether the whole of government financial statements are 
prepared, in all material respects, in accordance with the applicable financial reportin g 
framework. Further, the FA Manual did not consider the necessity for requirements to 
obtain sufficient and appropriate audit evidence in relation to engagement of external 
experts and assessing the quality of deliverables.  

Dimension ii: Financial Audit Team Management and skills 

The dimension assesses whether the SAI supports the implementation of its financial 
audit standards by policies in (i) the domain of the composition of the engagement team 
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and (ii) in providing the auditors of the engagement team s with materials that facilitate 
the implementation of the standards.  

The RAA has recognised the importance of its performance on both the aspects. First, 
the RAA is managing the composition of the audit teams in such a way that engagement 
teams include auditors with sufficient qualifications, knowledge of the entity and 
experience with the audit standards 85. The RAA has a competent cadre of Auditors.  The 
Division Chief has a clear responsibility in planning audits, managing the teams and 
reviewing the work ing papers prepared by the team. 

Since 2016, all the field auditors were exposed to ISSAI based audit training in all three 
streams of auditing. The RAA has adopted ISSAI as its authoritative standard and has 
recognised ISSAI implementation as one of the strategic goals under its Strategic Plan 
2015- 2020.  

The engagement teams have knowledge of relevant industries [sectors] in which the 
audited organization operates as the team composition will ensure a balance between 
senior and junior auditors. Technical expertise, including expertise in relevant field of 
auditing are given due importance at the time of team composition. For instance, for an 
audit of IT related industry, the respective supervisor will exercise due diligence on the 
competencies of engagement team and include an auditor who has adequate 
knowledge in Information and Technology. Audit teams are aware and understand the 
importance of quality control at all stages of the financial audit process and there is 
sufficient evidence from our review of sampled audit files that quality control is applied.  

The financial audit manual set out requirements for developing the audit plan and 
identifies and allocates audit procedures to be implemented. There is a section in the 
manual on how to evaluate the over all internal control environment of an entity and 
assessing the risk of material misstatements at both the financial statement level and 
the assertion level. In addition to the financial audit standards set by the Financial Audit 
Manual, the RAA has also adopted additional guidance to translate the financial audit 
standards into audit implementation. The additional guidance is composed of thirty 
three templates and appendices: 

1) AWP86 3.1: Assessing an acceptability of an applicable Financial Reporting 
Framework 

2) AWP 3.2: Audit Team Competency matrix 

3) µs ʷːʷˊ ĥÓíġĆĖ˫Ě ÓÙÎúÀĖÀġíĆĀ ġĆ ÎĆÿēúĴ Ĳíġë ÎĆÓÙ Ćæ ÙġëíÎĚ íĀ ġëÙ ÎĆĀÓĥÎġ Ćæ ÀĥÓíġ 

4) AWP 3.4: Declaration of NO Conflict of interest 

5) AWP 3.5: Declaration of Conflict of interest 

6) AWP 3.6: Assessment of ethical threats and safeguards 

7) AWP 3.7: Sample Audit Engagement Letter 

8) AWP 4.1: Understanding the Entity and its environment 

9) AWP 4.1 A: Understanding the internal Audit Function, including reliance on its work  

                                                           
85Interview with Assistant Auditor General, Office of the Assistant Auditor General, Phuentsholing on 

June 23, 2019 
86 AWP:  Audit Working Paper 
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10) AWP 4.1 B: Authorized representative seeking direct assistance of internal auditors  

11) µs ʸːʵ -ˊ µĖíġġÙĀ ÀçĖÙÙÿÙĀġ æĖĆÿ ÙĀġíġĴ˫Ě ÀĥġëĆĖíĸÙÓ ĖÙēĖÙĚÙĀġÀġíıÙ ÀúúĆĲíĀç
direct assistance of internal auditors  

12) AWP 4.2: Evaluation of control environment 

13) AWP 4.3: Process flow to identify Risks of material misstatement in the financial 
statement  

14) AWP 4.4: Determining Materiality in planning and performing audit  

15) AWP 4.5: Risk Assessment 

16) AWP 4.6: Risk response 

17) AWP 4.7: Overall fund reconciliation  

18) AWP 4.8: Audit entry meeting minutes 

19) AWP 5.1: Performing audit procedures for testing operating effectiveness of 
controls  

20) AWP 5.2: Performing substantive audit procedures 

21) AWP 5.3: Sample of use of Monetary Unit Sampling workbook 

22) AWP 5.4: External confirmation 

23) AWP 5.5: Document requisition, document return and joint physical report  

24) AWP 6.1: Preliminary Audit Observation 

25) AWP 6.2: Evaluation of the effect of uncorrected misstatements on the financial 
statements  

26) AWP 6.3: Analytical procedures carried out at completion and review stage  

27) AWP 6.4: Management representation letter 

28) AWP 6.5: Audit completion report  

29) AWP 6.6: Audit exit meeting minutes 

30) AWP 6.7:  Audit working paper documentation 

31) Appendix 7.1: Auditors report on financial statement of a government entity 
prepared in accordance with a Fair Presentation Framework  

32) Appendix 7.2: Auditors report on financial statement of a government entity 
prepared in accordance with a Compliance Framework  

33) Other appendices  

Dimension iii: Quality Control in Financial Audit 

The last dimension SAI- 9 to assess the foundation of financial audit is concerned wi th 
the quality control procedures at the engagement level. These procedures should 
provide reasonable assurance that the audit complies with professional standards, 
ÀēēúíÎÀÌúÙ úÙçÀú ÀĀÓ ĖÙçĥúÀġĆĖĴ ĖÙĕĥíĖÙÿÙĀġĚˋ ÀĀÓ ġëÀġ ġëÙ ÀĥÓíġĆĖ˫Ě ĖÙēĆĖġ íĚ
appropriate in the circumstances.  

The Research and Quality Assurance Division (RQAD) looks after both the quality 
control and assurance of audits. For quality control, the RAA relies largely on the 
hierarchical review of the audit documents (audit plan, working paper s, audit report) 
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by the team leader, Division chief, the Research and Quality Assurance Division (RQAD), 
Deputy Auditor General and the Auditor General. The procedures for quality control of 
ÀĥÓíġĚ ÀĖÙ úÀíÓ ÓĆĲĀ íĀ ġëÙ E _ÀĀĥÀú ÀĀÓ ĥÓíġĆĖ GÙĀÙĖÀú˫Ě zġÀĀÓing Instructions, 2010. 
All the audit reports are routed through RQAD and evidence from the sample audit files 
suggests that these are applied and implemented in reality. During the financial year 
2017- 2018, the RQAD also carried out quality assurance of seven individual financial 
audits. The selection of audit files for quality assurance included different divisions in 
the Headquarter and the regions.  

However, the manual does not substantiate on engaging the technical expert in dealing 
when difficult or co ntentious matters arise and documenting such deliberations. There 
are no clear procedures given in the FA Manual how differences of opinion within the 
SAI are documented and resolved before a report is issued.  

The Financial Manual sets out the requirement s for a quality control system which 
meets the required criteria. The RAA has recognised the importance of engagement of 
quality control reviews and procedures are in place for authorizing reports to be 
issued.   

Assessment Scores by Dimension 

Table 22: Assessment Scores by Dimensions 

Dimension Score 

(i) Financial Audit Standards and Policies 4 

(ii) Financial Audit team management and skills 4 

(iii) Quality control in Financial Audit   3 

Overall score 4 

Assessment Findings and observations 

Table 23: Assessment findings and observations 

Dimension Findings Score 

(i)   Financial 

Audit 

Standards 

and 

Policies 

Criteria a, b, c, d, e, f, g, h, i, j,  k, l, m, n, o, p, q, s, t, u, v 

(I,II,III) are  met.  

Criteria r and v (IV) not met  

¶ The RAA has adopted Financial Audit Manual which is 

consistent with ISSAI 200, the Fundamental principles of 

Financial Audits.   

¶ The FA Manual lack provisions on how to obtain sufficient 

appropriate evidence regarding the financial information of the 

components and the consolidation process to express an 

opinion on whether the whole of government financial 

statements are prepared, in all material respects, in accordance 

with the applicable financial reporting framework 

¶ The FA Manual does not provide explicitly or implicitly 

consider the necessity for requirements to obtain sufficient and 

appropriate audit evidence in relation to using external experts 

4 

Criteria b, c, p, 

q and at least 

sixteen criteria 

are in place. 

(ii) Financial 

Audit 

team 

manageme

nt and 

skills 

All of the criteria are in place. 

¶ RAA has established a system to ensure that the engagement 

team collectively possess the required competencies and 

capabilities.  

¶ RAA provides support to its auditor teams in the form of audit 

manuals and other guidance material, continuous training and 

professional development, access to experts and information 

from external sources.  

4 

All of the 

criteria are in 

place. 
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(iii) Quality 

control in 

Financial 

Audit   

Criteria a, d, and e are met.  

¶ The RAA has established quality control on financial audit 

and all work carried out is subject to independent review.   

¶ The RAA has recognized the importance of engagement of 

quality control reviews for their work. Procedures are in place 

for authorizing reports to be issued. 

Criteria b, and c are not met. 

¶ There are no clear procedures to document the engagement of 

technical experts to deal when difficult or contentious matters 

arise.  

¶ Any differences of opinion within RAA are not clearly 

documented and resolved before a report is issued. 

3 

At least 3 

criteria are in 

place 

4.3.3 SAI-10: Financial Audit Process - Score 3 

This indicator examines how financial audits are carried out in practice.  The 
assessment of this indicator is based on a review of a sample of seven financial audits 
for the year 2017- 2018, namely: 

1. Audit of the Dzongkhag Administration, Haa 

2. Department of Geologies and Mines 

3. zÀıÙ ġëÙ -ëíúÓĖÙĀ˫Ě EĥĀÓ 

4. Royal Court of Justice, Wangduephorang 

5. Audit of the Dzongkhag Administration, Mongar  

6. Audit of the Dzongkhag Administration, Trashigang 

7. Yoeseltse Middle Secondary School, Samtse 

The review covered a study of the complete audit working files and interviews with the 
respective audit teams who had carried out the audit and with respective Assistan t 
Auditors General.  

It consists of three dimensions:  

(i) Planning Financial audits. 

(ii) Implementing Financial audits.  

(iii)  Evaluating Audit Evidence, Concluding and Reporting in Financial Audits. 

The financial audit process displays many positive elements, such as cl early followed 
planning procedures, collection and evaluation of evidence, and a good quality control 
system. The financial audit process can benefit from more consistency, both with 
respect to implementation and evaluation of audit evidence, concluding an d reporting 
in financial audits. There is a notable degree of variation in the studied sample files 
such as an explanation as to why all planned audit procedures unperformed were not 
retained on the audit file and failing to evaluate the uncorrected missta tements for 
materiality, individually or  at an aggregate level. 

Dimension i: Planning Financial Audits 

The assessment has been done on the basis of seven financial audit sample files and 
interviews with the audit teams. The review of the sample audit files indicate that the 
audit plans contain sufficient information needed to understand the audited entities , 
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identification and assessment of audit risks, audit procedures, documentation, 
completion and reporting.  

For environments that do not have authorized or recognized standard setting 
organizations or financial reporting frameworks prescribed by law or reg ulation, the 
auditor has carried out the assessment of determining whether the financial reporting 
framework is acceptable.  

The audit team have sufficiently determined materiality for the financial statements as 
a whole, particular classes of transactions , account balances or disclosures and have 
ĚÙġ ġëÙ ēÙĖæĆĖÿÀĀÎÙ ÿÀġÙĖíÀúíġĴː ēēĖĆēĖíÀġÙ ÎĆĀġÀÎġ ēÙĖĚĆĀĚ ĲíġëíĀ ġëÙ ÀĥÓíġÙÓ ÙĀġíġĴ˫Ě
governance structure were identified through the intimation and audit engagement 
letter and there was evidence that the team s had communicated the planned scope and 
timing of the audit to the audited entity.  

The team had developed an overall audit strategy that included the scope, timing and 
direction of the audit. The audit engagement team have obtained an understanding of 
the audited entity and its environment, the overall internal control environment and the 
understanding of internal control relevant to financial reporting.  

All the seven sample files revealed that team have assessed the risks of material 
misstatement at the  financial statement level, risks of material misstatement of the 
financial statements due to fraud, and the risks of material misstatement of the financial 
statements due to material non - compliance with laws and regulations. The audit team 
have sufficient ly observed and complied with the ethical requirements such as integrity, 
independence, objectivity, competence, professional behaviour, confidentiality and 
transparency.  

As far as compliance with FA standards in the financial audit planning process is 
concerned, there is a standard practice across all seven sample audit files fulfilling all 
the required criteria under dimension (i).. However, no independent assessment (e.g. 
quality assurance review, peer or independent review, iCAT subject to independent 
ĕĥÀúíġĴ ÀĚĚĥĖÀĀÎÙ ÎĆĀÓĥÎġÙÓ ĲíġëíĀ ġëÙ ēÀĚġ ġëĖÙÙ ĴÙÀĖĚ˝ Ćæ ġëÙ v ˫Ě æíĀÀĀÎíÀú ÀĥÓíġ
practice has confirmed that the SAI complies with all the level 4 ISSAI requirements 
relevant to this dimension.  

Dimension ii: Implementing Financial Audits 

Implementati on of financial audit standards/manual was evaluated on the basis of the 
selected sample files. The audit team have designed the audit procedures as a response 
to the assessed risk through substantive procedures and test of controls. The minimum 
planned sample sizes were applied in practice in response to materiality and risk 
assessment.  The audit team has obtained sufficient appropriate audit evidence 
regarding the assessed risks of material misstatement due to fraud and responded 
appropriately to fraud o r suspected fraud identified during the audit. Sufficient 
appropriate audit evidence regarding compliance with the laws and regulations that are 
generally recognized to have a direct and material effect on the determination of 
material amounts and disclosu res in the financial statements were obtained.  

The audit team have obtained sufficient and appropriate audit evidence in relation to the 
use of external confirmations, analytical procedures, using the work of internal auditor 
and engaging external experts. Auditors engaged to audit whole of government financial 
statements have obtained sufficient appropriate audit evidence regarding the financial 
information of all components and the consolidation process to express an opinion. The 
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engagement team have applied the audit procedures to obtain sufficient a ppropriate 
ÀĥÓíġ ÙıíÓÙĀÎÙ ġĆ ÓĖÀĲ ÎĆĀÎúĥĚíĆĀĚ ĆĀ ÀĥÓíġĆĖ˫Ě ĆēíĀíĆĀː 

Implementation of financial audits, as evaluated on the basis of the selected audit 
sample reveals compliance to Financial Audit Manual except few shortcomings 
observed for some criteria.  As all planned audit procedures were not performed and 
ÙĳēúÀĀÀġíĆĀ ÀĚ ġĆ ĲëĴ íġ˫Ě ĀĆġ ēÙĖæĆĖÿÙÓ ĲÙĖÙ ĀĆġ ĖÙġÀíĀÙÓ ĆĀ ġëÙ ÀĥÓíġ æíúÙ ÀĀÓ ëÀĚ ĀĆġ
been approved by those responsible for the audit. Of the seven audit files evaluated, 
four files did not meet t his criterion and all other criteria under the dimensions were 
met.    

Dimension iii: Evaluating Audit Evidence, Concluding and Reporting in Financial 

Audits 

Despite many strong elements of the financial audit process with respect to the 
finalisation proce ss of audit reports, there is still some room for improvement. The 
assessment has been done on the basis of seven financial audit sample files and 
interviews with the audit team and the assessment has been compiled. The table 
indicates for each criterion o f the SAI- PMF methodology whether the audit file 
demonstrates that the criterion is met ( ã) or not met (X). Observation of compliance 
with FA standards in evaluation of audit evidence, concluding and reporting in the 
financial audit across seven sample aud it files are illustrated below;  

Table 24: Compliance with FA standards 

SAI PMF Criteria  Sample Audit File Overall 

1 2 3 4 5 6 7 

a) ñThe auditor should prepare audit documentation 

that is sufficient to enable an experienced auditor, 

with no prior knowledge of the audit, to 

understand the nature, timing and extent of the 

audit procedures performed, (é) the results (é) 

and the audit evidence obtained (é).ò 

ã ã ã ã ã ã ã Met 

b) The SAIôs documentation procedures have been 

followed regarding: ñthe timely preparation of 

audit documentation; the form, content and extent 

of documentation; (é) the assembly of the final 

audit file.ò  

ã ã ã ã ã ã ã Met 

c) ñThe auditor should identify the appropriate 

contact person(s) within the audited entityôs 

governance structure and communicate with them 

regarding (é) any significant findingsò and ñall 

misstatements recorded during the course of the 

audit.ò  

ã ã ã ã ã ã ã Met 

d) ñThe SAIôs audit findings are subject to the 

procedures of comments and recommendations 

[or observations] to discussions and responses 

from the audited entity.ò  

ã ã ã ã ã ã ã Met 

e) ñUncorrected misstatements should be evaluated 

for materiality, individually or in aggregate (é).ò  

ã ã ã ã X ã ã Not met 

f) ñThe auditor should form an opinion based on an evaluation of the conclusions drawn from the audit 

evidence obtained, as to whether the financial statements as a whole are prepared in accordance with 

the applicable financial reporting framework.ò   

I.  ñ(é) An unmodified opinion if it is concluded 

that the financial statements are prepared, in all 

material respects, in accordance with the 

ã ã ã ã   ã Met 
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applicable financial framework.ò (Including the 

use of Emphasis of Matter Paragraphs) 

Otherwise a modified opinion which can be in 

three forms: 

 

II. ñ(é) A qualified opinion if: (1) (é) the 

auditor concludes that misstatements [are] 

material, but not pervasive to the financial 

statements; or (2) the auditor was unable to 

obtain sufficient appropriate audit evidence on 

which to base an opinion, but (é) the possible 

effects (é) could be material but not pervasive.ò  

    ã ã  Met 

III.  ñ(é) An adverse opinion if (é) the auditor 

concludes that misstatements (é) are both 

material and pervasive (é).ò  

       Met 

 IV. ñ(é) Disclaim an opinion if, having been 

unable to obtain sufficient appropriate audit 

evidence on which to base the opinion, the 

auditor concludes that the effects (é) could be 

both material and pervasive.ò  

       Met 

g) ñThe auditorôs report should be in a written form and contain the following elements:ò  

 I.      ñA titleé ã ã ã ã ã ã ã Met 

II.     An addressee as required by the 

circumstances of the engagement. 

ã ã ã ã ã ã ã Met 

III.   An introductory paragraph that (1) identifies 

whose financial statements have been audited 

(é); 

ã ã ã ã ã ã ã Met 

IV. A section with the heading óManagementôs 

responsibility for the financial statementsô(é); 

ã ã ã ã ã ã ã Met 

V. A section with the heading óAuditorôs 

Responsibilityô, stating that the responsibility of 

the auditor is to express an opinion based on the 

audit of the financial statements (é); 

ã ã ã ã ã ã ã Met 

VI.    A section with the heading óOpinionô(é); ã ã ã ã ã ã ã Met 

VII.    The auditorôs signature.  ã ã ã ã ã ã ã Met 

VIII.    The date on which the auditor obtained 

sufficient appropriate evidence on which to base 

the auditorôs opinion on the financial statements 

(é); 

ã ã ã ã ã ã ã Met 

IX.  The location in the jurisdiction where the 

auditor practices.ò  

ã ã ã ã ã ã ã Met 

h) ñReports should be easy to understand, free from 

vagueness and ambiguity and complete. They 

should be objective and fair, only including 

information which is supported by sufficient and 

appropriate audit evidence and ensuring that 

findings are put into perspective and contextò.   

ã ã ã ã ã ã ã Met 

i)  Any audit observations and recommendations are 

written clearly and concisely, and are directed to 

those responsible for ensuring they are 

implemented. 

ã ã ã ã ã ã ã Met 

j) Where relevant: ñIf the (é) conditions [for the 

acceptance of the financial reporting framework] 

are not met, the auditor should evaluate the effect 

of the misleading nature of the financial 

statements on the auditorôs report and the 

ã ã ã ã ã ã ã Met 
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opinion, and consider the need to inform the 

legislature about the matter.ò   

k) Where relevant: ñThe auditorôs report on special-

purpose financial statements, the report should: 

describe the purpose for which the financial 

statements are preparedò and ñthe auditor should 

include an Emphasis of Matter paragraph alerting 

users to the fact that the financial statements have 

been prepared in accordance with a special-

purpose framework (é)ò. 

ã ã ã ã ã ã ã Met 

Audit documentation, for the most part, appears complete and includes communication 
with the auditee, information on the assessment process, draft reports, audit working 
papers and extensive supporting evidence. In most studied audit files, this 
documentation was well - referenced and sequenced. All formal requirements on 
documentation were met.   

In all reviewed financial audits, communication to the audited entity was addressed to 
the head of the institution or organisation through written form of communica tion over 
ÀĥÓíġ ĆÌĚÙĖıÀġíĆĀː ĥÓíġÙÙ˫Ě ĖÙĚēĆĀĚÙĚ íĀ ġëÙ æĆĖÿ Ćæ ÀĥÓíġ ĖÙēúĴ ġĆ ġëÙ ÓĖÀæġ æíĀÓíĀçĚ
were documented in all cases, and there was a clear procedure on noting and clearing 
responses on the content of the final audit report 87.   

The uncorrected misstatements were evaluated for materiality, individually or in 
aggregate to determine what effect they may have on the opinion to be given in the 
ÀĥÓíġĆĖ˫Ě ĖÙēĆĖġːAll the sample audit files  met the criteria under the dimension, 
however, in one of the audit files, the overall evaluation of uncorrected misstatements 
and basis of forming an audit opinion was not expressed or concluded.    

The assessment team did not encounter any instances or conditions where the financial 
reporting framework were deemed unacceptable. For that matter, the criteria were not 
applicable for assessment.  

The audit reports followed the same structure, which covered all requirements and 
topics of ISSAI- 200. There were clearly expressed audit opinions, five were unmodified 
and two qualified. The reports are written in a clear and objective way, and observations 
and findings are presented in a factual manner.  

Assessment Scores by Dimension 

Table 25: Assessment Scores by Dimensions 

Dimension Score 

(i) Planning Financial audits 3 

(ii) Implementing Financial audits 3 

(iii) Evaluating Audit Evidence, Concluding and Reporting in Financial Audit 2 

Overall score 3 

Assessment Findings and observations 

Table 26: Assessment findings and observations 

Dimension Findings Score 

                                                           
87 Interview with audit team on 10.07.2019 
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(i)  Planning 

Financial 

audits 

All of the criteria are met. 

¶ However, no independent assessment (e.g. quality assurance 

review, peer or independent review, iCAT subject to 

independent quality assurance, conducted within the past three 

years) of the RAA's financial audit practice has confirmed that 

the SAI complies with all the level 4 ISSAI requirements 

relevant to this dimension. 

3 

All the 

Criteria are in 

place 

(ii) Implementing 

Financial 

audits 

Criteria a, b, c, d ,e ,f are met 

¶ The auditor have designed the audit procedures to respond to 

the assessed risks through substantive procedures and tests of 

controls. 

¶ Audit procedures were performed to obtain sufficient 

appropriate audit evidence to draw conclusions to base the 

audit opinion. 

Criterion g is not met 

¶ An explanation as to why all planned audit procedures not 

performed were not retained on the audit file and this has been 

approved by those responsible for the audit.  

3 

Criteria a), f) 

and at least 

three of the 

other criteria 

are in place. 

(iii) Evaluating 

Audit 

Evidence, 

Concluding 

and 

Reporting in 

Financial 

Audits 

Criteria a, b, c, d, f, g, h, I, j , k are met 

¶ The audit opinion is formed based on an evaluation of the 

conclusions drawn from the audit evidence obtained, as to 

whether the financial statements as a whole are prepared in 

accordance with the applicable financial reporting framework.  

Criterion e is not met 

¶ In one of the sample files, uncorrected misstatements was not 

evaluated for materiality, individually or in aggregate to form 

an audit opinion.  

2 

Criteria f) and 

at least four of 

the other above 

criteria are in 

place 

4.3.4 SAI-11: Financial Audit Results - Score 3 

SAI-ʵʵ ÀĚĚÙĚĚÙĚ ġëÙ ġíÿÙúĴ ĚĥÌÿíĚĚíĆĀ ÀĀÓ ēĥÌúíÎÀġíĆĀ Ćæ ġëÙ ĖÙĚĥúġĚ Ćæ v ˫Ě æíĀÀĀÎíÀú
audit work and how such results are followed up. The indicator has 3 dimensions:  

(i) Timely submission of Financial Audit results.  

(ii) Timely publication of Financial Audit results.  

(iii)  Follow- up on the Implementation of Financial Audit Observations and 
Recommendations. 

There is no legal requirement for entities other than the Annual financial Statement of 
the Royal Government of Bhutan to be submitted to RAA. 40.71% of the financial audit 
reports examined were issued within the agreed timeframe which we consider the plan 
report issue date and the actual report issue date in the audit schedules. The annual 
audit report of RAA is published well within the legal time frame. RAA has a well-
established internal follow - up system and has developed guidelines on follow - up of 
ÀĥÓíġ ĖÙēĆĖġː v ˫Ě æĆúúĆĲ- up procedures allows the agencies to provide information on 
corrective action taken and why corrective actions were not take n through Action Taken 
Report (ATR). 

Dimension i: Timely Submission of Financial Audit Results 

There is no legal or agreed timeframe as to when RAA shall report to the appropriate 
authority for individual entity, except for the audit of Annual Financial St atements (AFS), 
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where the Auditor General shall express an audit opinion within three months of receipt 
of the Annual Financial Statements of the Government. 88 

Since there is no legal requirement for entities other than the Annual Financial 
Statement of the Royal Government of Bhutan to be submitted to RAA not later than six 
months from the end of the financial year,the agreed timeframe as per the Annual Audit 
Schedule 2017- 2018 was used as basis for scoring on the timeliness of submission of 
financial audi t result. The assessment team reviewed the report issue date agreed by 
the audit team as per AAS 2017- 18 and actual report issue date as per APEMS were 
used for comparison.  

Out of 624 financial audit reports, 254 audit reports were issued within the agree d 
timeframe as per AAS 2017- 2018. This corresponds to 40.71% of the financial audit 
reports were issued within the agreed timeframe, which gives a score of 2.   

Dimension ii: Timely Publication of Financial Audit Results 

The Auditor General shall submit th e Annual Audit Report to the Druk Gyalpo, the Prime 
Minister and the Parliament during the fourth quarter of the financial year on the audit 
carried out for the financial year ended 89. The Annual Audit Report should be published 
between 1st April to 30 th June. The Annual Audit Report 2018 was tabled to the parliament 
on 21.6.2019 and published in RAA website90.  

The Royal Audit Authority has published the Annual Audit Report through appropriate 
means within the legal timeframe for publication.  

Dimension iii: Follow-up on the Implementation of Financial Audit Observations 

and Recommendations 

Royal Audit Authority has a Follow - up and Clearance Division (FUCD) responsible for 
following up on unresolved audit observations and reporting on the status. The RAA 
applies various measures in making sure that the audited entities properly address their 
observations and recommendations. The Royal Audit Authority has developed a 
Guideline on Follow- up of Audit Report. The Guidelines provides guidance for conducting 
the fol low- up of audit reports and recommendations in a systematic way. The guideline 
primarily outlines the processes and methodologies for the follow - up of audit reports 
and recommendations including the Management Appraisal Report (MAR) as 
necessary91. 

The concerned audited agencies and other concerned authority is responsible to take 
timely follow up actions on audit reports issued 92ː v ˫Ě æĆúúĆĲ- up procedures allow the 
audited entity to provide information on corrective action taken and why corrective 
actions were not taken through Action Taken Report (ATR). ATR pertaining to financial 
audits contains the details on actions taken by the audited entity against the audit 
observations. The Management or those charged with governance submits ATR within 
three months  after the issuance of the report. If the ATR is not received within three 
months after issuing the audit report, a reminder is served to the management or those 
charged with governance in keeping with the provision of the Audit Act of Bhutan 2018. 

                                                           
88 Public Finance Act of Bhutan 2007 
89 Audit Act of Bhutan 2018 
90 www.bhutanaudit.gov.bt 
91 Guidelines on Follow-up of Audit Report 
92 Audit Act of Bhutan 2018 
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In the event of not receiving ATR even after two weeks from the ATR reminder, the 
reviewer will apprise Follow - up Committee who shall exercise as per the Audit Act of 
Bhutan 2018. 

On receipt of ATR, the FUCD and Follow- up Sections conducts review and evaluation o f 
response submitted. Wherever possible, evidence of action taken is obtained and 
reviewed to assess the adequacy and effectiveness of actions taken.  When the evidence 
of the corrective actions undertaken is not satisfactory, the reviewer will seek furthe r 
clarification with the appropriate officials from the audited entity.   

As a first step, the engagement team meets the audited entity in an audit exit meeting 
ġĆ ÓíĚÎĥĚĚ ġëÙ ÓĖÀæġ æíĀÓíĀçĚ ÀĀÓ ġëÙ ÙĀġíġĴ˫Ě ĖÙĚēĆĀĚÙː EĆúúĆĲíĀç ġëÙ ÿÙÙġíĀçˋ ġëÙ ÓĖÀæġ
repor t is submitted to the entity including unresolved issues. The agency has to fix 
accountability against employee responsible for the lapses including the supervisory 
accountability and against contractor/consultants where deemed necessary and 
submits signed accountability statement to RAA.  In addition to the Audit report, the 
unresolved issues are recorded in Audit Information Management System (AIMS) with 
individual Audit Identification Number (AIN) along with accountability.     

The Public Accounts Committee (PAC) plays an active role in the review and follow - up 
of the audit reports tabled in the Parliament. Hence, there are two levels of follow - up 
of audit findings and recommendations, i.e., one at the SAI level and another at the PAC 
level. The RAA tables review report of Annual Audit Report to the Parliament biannually 
(status as on 31st March and status as on 30th September93).  The review report submitted 
by RAA is reviewed by the Public Accounts Committee. The RAA follows the 
recommendation made by the PAC. As per the review report of AAR 2017 as at 30.9.2018, 
the RAA has resolved irregularities of Nu. 66.244 million (1.51%)94 of the total 
irregularities reported in AAR 2017. RAA receives directives from the Parliament to 
carry out reviews of all past pe nding audit reports. The implementation of Parliamentary 
recommendations and directives based on the AAR is systematically monitored by the 
Planning Policy and Annual Audit Report Division (PPAARD) in consultation with AAG, 
FUCD and supervised by Deputy Auditor General, Department of Follow - Up, Regions and 
Human Resources Management (DFR&HRM). The status of AAR recommendations is 
presented to Follow - up Committee biannually for further guidance and direction.  

The Follow- up Division identifies the extent to which audited entities have implemented 
changes in response to audit observations and recommendations and determines the 
impact which can be attributed to the audits. Based on Action Taken Report received, 
desk review is carried out by FUCD and Follow- up Sections in Regional offices. Specific 
field review is carried out by auditors if required for confirmation and validation; one 
auditor from the audit team who carried out the particular audit is included in the follow -
up audit to render it effective and im pactful 95.  

Follow- up audit is also undertaken based on the significance of audit report or results 
of desk review. The follow - up audit is conducted as and when the analysis of audit 
reports for common and persistent audit issues are necessitated.  

                                                           
93 Rules of Procedure of the Public Accounts Committee 2015 
94 Review Report AAR 2017 
95Interview with AAG, FUCD on 4th July 2019 
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The RAA does not have an established practice for evaluating materiality in order to 
determine when a follow - up requires new additional investigations/audits. Field review 
or audit is carried out when there are following elements;  

a) Issues and recommendations that a re likely to have national significance;  

b) Existence of fraudulent practices is comparatively high and pervasive;  

c) Risks of material misstatement in financial statement are high; and  

d) Issues raised are cross - sectoral, and/or likely to have a huge impact on the  
performance of the audited entity 96. 

The RAA publishes the follow- up reports on its official website and information is 
communicated to the general public.  

Assessment Scores by Dimension 

Table 27: Assessment Scores by Dimensions 

Dimension Score 

(i)  Timely  Submission of Financial Audit Results 2 

(ii)  Timely Publication of Financial Audit Results 4 

(iii) SAI Follow-up on Implementation of Financial Audit Observations and 

Recommendations 

3 

Overall score 3 

Assessment Findings and observations 

Table 28: Assessment findings and observations 

Dimension Findings Score 

(i)  Timely Submission of 

Financial Audit 

Results 

¶ 40.71% of the financial audit reports examined were 

issued within the agreed timeframe.    

2 

(ii) Timely Publication of 

Financial Audit 

Results 

¶ The annual audit report of RAA is published well 

within the legal timeframe. 

4 

(iii) SAI Follow-up on 

Implementation of 

Financial Audit 

Observations and 

Recommendations 

Criteria a, b, d, e and f are met 

¶ RAA has a follow-up and Clearance Division (FUCD) 

which ensures that the audited entities properly address 

their observations and recommendations.   

¶ Follow-up considers whether the issues raised 

previously in their reports have been adequately 

addressed by the audited agency.   

¶ The follow-up mechanism of RAA allows audited 

agency to endow information on the corrective course 

of action taken through ATR.  

¶ RAA submits Review Report of Annual Audit Report to 

parliament biannually. 

¶ The RAA publishes the follow-up reports on its 

website.  

Criterion c is not met 

¶ RAA does not apply materiality to decide on the need 

for follow-up/investigation audit. 

3 

Five of the 

criteria 

above are in 

place. 

                                                           
96Guidelines on Follow-up of Audit Report. 
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4.3.5 SAI-12: Performance Audit Standards and Quality Management- Score 3 

Narrative 

This indicator examines the general principles of performance auditing in terms of 
overall standard and guidance for this type of auditing, as well as how it measures the 
audit team management and skills and quality control are implemented at th e audit 
engagement level. (The quality of these functions at the organization level is assessed 
in SAI- 4).  

The indicator consists of three dimensions:  

(i) Performance Audit Standards and Policies  

(ii) Performance Audit Team Management and Skills 

(iii) Quality Control in Performance Audits  

The RAA performs well under this indicator as the performance audit guidelines are 
consistent and closely aligned with the ISSAI 300 and ISSAI 3000. The audit teams 
possess prior experiences in performance audits and h ave the requisite knowledge, 
skill and competence to carry out audits.  The continuous professional development 
policy also ensures that the auditors are trained on a regular basis.  

Dimension i: Performance Audits Standards and Policies 

¢ëÙ v ˫Ě sÙĖæĆĖÿÀĀce Audit Guidelines 2019 covers the main aspects of ISSAI 300. The 
guidelines refer explicitly to ISSAI 300 and ISSAI 3000 and cover the general principles, 
selecting audit topics, planning, execution, reporting, follow - up and audit 
documentation. 

The RAA adopted ISSAIs as the authoritative standards and accordingly the 
Performance Audit Guidelines of 2011 was revised and launched in 2019 taking into 
consideration of ISSAI 300 and ISSAI 3000. The auditors were trained extensively on the 
ISSAIs as paĖġ Ćæ ġëÙ Mzz M íÿēúÙÿÙĀġÀġíĆĀ ēĖĆçĖÀÿÿÙ Ćæ v ÀĀÓ M2Mː ¢ëÙ G˫Ě
Standing Instructions available on the RAA webpage ensures that the guidelines and 
standards are followed religiously. The PAG also provides relevant audit tools for each 
chapter. The manual has the following Chapters:  

1. Introduction to performance auditing  

2. Selection of performance audit topics  

3. Planning individual performance audit  

4. Conducting performance audit  

5. Reporting 

6. Follow- up 

7. Documentation and maintaining audit workin g papers 

The PAG adequately makes references to applicable ISSAI standards in each chapter. 
Also, the manual is written in a clear and lucid manner.  The PA guidelines clearly define 
the need to identify the auditor, responsible party, intended users, subj ect matter and 
criteria for each performance audit. It also emphasizes setting clear audit objectives 
that relate to the principles of economy, efficiency and effectiveness. In order to 
determine the nature of the examination, the guidelines stresses on th e need to choose 
an audit approach namely system-  oriented, result - oriented and problem - oriented 
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approaches. The guidelines also state the need to manage risk, anticipating possible or 
know risks, developing audit approaches to address the risks, documenti ng how these 
risks will be handled and also considering whether the audit teams have the 
competence to conduct the PA and have adequate access to accurate, reliable and 
relevant information.  

The PAG outlines the need to maintain effective, proper and continuous communication 
with the audited entities and relevant stakeholders. It also outlines the need for the 
audit teams to have the necessary competence as the quality of PA is directly related 
to the requisite knowledge of the subject, experience, technica l skills and the auditing 
proficiency. The competencies of the auditors are assessed by using audit tool 3.2 in the 
PA. In case the PA needs the help of a specialist and technical expert for a particular 
audit, the guideline clearly spells out the procedur es to do so.  

The need to exercise professional; judgment and professional scepticism throughout 
the audit is emphasized in Chapter 1, section 1.27. Also the need to consider materiality 
at all stages of the audit process in given in section 1.30 and 1.31..Chapter 3 of the PAG 
outline the objective of planning an audit and the prerequisites. The audit plan is a key 
document that sets the road map for the individual performance audit of any entity or 
activity which focuses directly on issues and areas relati ng to the subject matter in 
detail. The audit plan is based on a sound understanding of the subject matter. The 
following steps are covered in planning the audit:  

1. Understanding the subject matter  

2. Conduct Stakeholder Analysis 

3. Identify the key areas or lines  of enquiry 

4. Carry out risk assessment  

5. Defining audit objective and scope 

6. Defining audit approach 

7. Designing Audit Program 

8. Job Distribution  

9. Presentation and Approval of Audit Plan  

The need to document the audit is outlined in Chapter 7 to enable auditors having no 
previous connections to understand the audit findings, conclusion and recommendation. 
The purpose of the audit documentation is to: 

Á zÙĖıÙ ÀĚ ÙıíÓÙĀÎÙ Ćæ ġëÙ ÀĥÓíġĆĖ˫Ě ÎĆÿēúíÀĀÎÙ Ĳíġë ÀēēúíÎÀÌúÙ ĚġÀĀÓÀĖÓĚ˕ 

Á Assist in planning, conducting and report ing the audit; 

Á -ĆĀæíĖÿ ÀĀÓ ĚĥēēĆĖġ ġëÙ ÀĥÓíġĆĖ˫Ě ÎĆĀÎúĥĚíĆĀ ÀĀÓ ĖÙÎĆÿÿÙĀÓÀġíĆĀĚ˕ 

Á Serve as a source of information for preparing reports or answering any enquiries 
from the audited entity or from any other party;  

Á Facilitate effective management;  

Á Assist in t he supervision and review of the audit work;  

Á Record evidence resulting from audit work performed to support the audit work;  

Á Must be adequate and defensible basis for the conclusions and recommendations;  
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Á It enables auditors to explain audit findings better to the legislature;  

Á It provides an effective link between successive audits; and  

Á Any changes to the draft audit report, or reasons for making changes, are 
documented. 

In addition to the PA guidelines, the RAA has developed more specific guidelines such 
as Environmental Auditing Guidelines. 

Dimension ii: Performance Audit Team Management and Skills 

The sample audit reviewed indicates that most of the team leaders and members 
possess prior experience with Performance Audits and many of them have participated 
in training outside the country as well as in - house training. During the planning of 
audits, the competence and qualification of auditors comprising of subject matter, 
experiences, technical skills and the auditing proficiency are assessed by using 
competency matrix, which is an audit tool to assess professional qualifications as well 
as experiences of auditing similar entities and subjects in the past. All the three sample 
audit files indicates that the competency and the skills of the audit team are asses sed. 
The matrix concludes that whether the professional qualification and experience of the 
auditors for the particular performance audits is appropriate and that the engagement 
team collectively has the appropriate capabilities, competencies and time to p erform 
the audit. In case of audits where teams do not possess the necessary knowledge and 
skills, RAA can engage experts especially when the subject is generally complex and 
technical.  

The teams have sound knowledge of auditing, research design, social science methods 
and investigation or evaluation techniques as their educational background gives some 
indications. The two divisions namely Performance & Systems Audit Division and 
Thematic Audit Division have 19 auditors having academic degrees, five having a 
ÿÀĚġÙĖ˔Ě ÓÙçĖÙÙ ÀĀÓ ġëÙ ĖÙÿÀíĀíĀç ëÀıÙ À ÌÀÎëÙúĆĖ˫Ě ÓÙçĖÙÙ97 with twelve of them with 
Post Graduate Certificate in Financial Management. Most of them have degrees in 
Finance, Information Technology, and the rest have in Economics, Environmental 
Management. The Divisions have auditors with relevant academic degrees in social 
science methods. Among them, there are auditors who have studied research design, 
ĚĆÎíÀú ĚÎíÙĀÎÙ ÿÙġëĆÓĚ ÀĀÓ ÙıÀúĥÀġíĆĀ ġÙÎëĀíĕĥÙĚ ÀĚ ēÀĖġ Ćæ ġëÙ ÿÀĚġÙĖ˫Ě ÓÙçĖÙÙ
programme which has t o a great extent helped in analyzing audit evidence.  

The audit teams have good communication, writing and analytical skills as the audit 
reports have complied with the guidelines and standards of writing a good audit report. 
The teams have also used the reporting templates for performance audits and these 
reports have already been tabled and discussed by the Parliament generating much 
debate and impact. The PA reports are written in a comprehensive, convincing, timely, 
reader friendly and balanced manner. The PAG clearly outlines how to develop 
recommendations and the recommendation development process that adds value and 
address the root causes. There are clear reporting lines and allocation of 
responsibilities within the team, as evidenced by the audit pl ans of the sampled audits. 

The RAA has Continuous Professional Development Policy (CPDP) to ensure that there 
is a regular capacity development courses to enhance the professional capacity of 
auditors. During the FY 2017- 2018, auditing from a gender perspective and ISSAIs on 

                                                           
97 RAA HR Information maintained by HRIRD 
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Performance audits were conducted for the auditors from PSAD and TAD.  However, the 
RAA has not yet defined the competencies required by performance auditors and, 
consequently is not  able to provide the specific trainings needed to support the 
ÓÙıÙúĆēÿÙĀġ Ćæ ġëÙ ēÙĖæĆĖÿÀĀÎÙ ÀĥÓíġĆĖ˫Ě ÷ĀĆĲúÙÓçÙˋ Ě÷íúúĚ ÀĀÓ ÀÌíúíġíÙĚː µíġë ġëÙ
competency based framework of auditors in the three disciplines of audits in the 
process of development, is expected to determine the required competencies and 
facilitate human resource development interventions to enhance their knowledge, skills 
and abilities to carry out effective performance audits.  

Dimension iii: Quality Control in Performance Audit 

The PerformÀĀÎÙ ĥÓíġ GĥíÓÙúíĀÙĚ ÀĀÓ ġëÙ G˫ Ě zġÀĀÓíĀç MĀĚġĖĥÎġíĆĀĚ ĚēÙÎíæĴ ëĆĲ
quality control should be carried out at different stages of the performance audit. The 
quality control is carried out as a line function and the RAA relies largely on the 
hierarchical r eview of the audit documents (audit plan, working papers, audit report) 
by, respectively, the Team Leader, Division Chief (AAG), Deputy Auditor General and the 
Auditor General. The Assistant Auditor General (AAGs) of Performance & Systems 
Audit Division and Thematic Audit Division reviews the audit plan and audit reports. The 
comments on the three sample files indicated that the AAG reviewed the draft audit 
plan and audit report. The comments on the draft audit report by the Deputy Auditor 
General, Department of Performance and Commercial Audits was also documented in 
the files. The final approval is confirmed after Auditor  General signs the transmittal 
letter of the report to be sent to the responsible agency. (all three sample PA reports 
contained the final report signed by the Auditor General).  

KĆĲÙıÙĖˋ ġëÙ G˫Ě zġÀĀÓíĀç MĀĚġĖĥÎġíĆĀĚ ÀĀÓ ġëÙ sÙĖæĆĖÿÀĀÎÙ ĥÓíġ GĥíÓÙúíĀÙĚ ÓĆ ĀĆġ
spell out how to deal with difficult or contentious matters, if they arise. Moreover, these 
documents do not indicate anything about how to address and resolve any differences 
of opinions within the SAI before a report is issued. The sample files also do not clearly 
show any documentation in case such issues have arisen or any actions taken to 
resolve it.  

Assessment Scores by Dimension 

Table 29: Assessment Scores by Dimensions 

Dimension Score 

(i) Performance Audit Standards and policies 4 

(ii) Performance Audit Team Management and Skills 4 

(iii) Quality Control in Performance Audits 2 

Overall score 3 

Assessment Findings and observations 

Table 30: Assessment findings and observations 

Dimension Findings Score 

(i)  Performance 

Audit 

Standards 

and Policies 

Criteria a,  b ,c, d, e, f, g, h, j,  k, l, m, n, o, p, q, r, s, t, and u are 

met 

Criteria i is not met 

¶ The RAA has adopted the Performance Audit Guidelines which 

is consistent with ISSAI 300, the Fundamental principles of 

Performance Audits.   

¶ The standards do not include the need for auditors to apply 

procedures to safeguard quality, ensuring that the applicable 

requirements are met  

4 

Criteria 

b,d,m,s and 

fifteen criteria 

are in place 
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(ii) Performance 

Audit Team 

Management 

and Skills 

All Criteria are met  

¶ The audit teams have the necessary knowledge and skills to 

carry out performance audits.  

¶ Also external expertise is hired where necessary.  

4 

All criteria are 

in place 

(iii) Quality 

Control in 

Performance 

Audits 

Criteria a, b, e, and f are met. 

¶ The quality control is carried out as a line function and the 

RAA relies largely on the hierarchical review of the audit 

documents (audit plan, working papers, audit report) by, 

respectively, the Team Leader, Division Chief (AAG) Deputy 

Auditor General and the Auditor General.  

 Criteria c) and d) not met 

¶ In practice, there are no documents indicating how difficult or 

contentious matters are resolved within the SAI before a report 

is issued.  

2 

At least three 

criteria are in 

place 

 

4.3.6 SAI -13: Performance Audit Process -Score-3 

Narrative 

This indicator examines the Performance audit process and examines the planning, 
implementation and reporting process. The assessment is primarily based on the 
information from the review of the three sample per formance audit files namely:  

1. Performance Audit of Bhutan Chamber of Commerce and Industry (BCCI) 

2. Performance Audit of Revenue Collection and Management in Thromdes  

3. IT Audit Report on Core Banking Solution of Bank of Bhutan 

The review covered a study of the complete audit working files and interviews with the 
respective audit teams who had done the audit and with the Assistant Auditors General.  

The indicator consists of three dimensions:  

(i) Planning Performance Audits  

(ii) Implementation of Performance Audits 

(iii) Reporting on Performance Audits  

In general, the audit plans of the sampled audits provide a good basis for conducting the 
audit and the teams set a clearly - defined audit objective that relates to the principles of 
economy, efficiency and effectiveness. When planning the audit, the auditors have 
designed appropriate audit procedures to be used for gathering sufficient and relevant 
audit evidences. 

The auditors have obtained sufficient appropriate audit evidence to establish findings, 
reach conclusions in response to the audit objectives and questions  and issued 
recommendations. Effective and proper communication was maintained with the 
audited entities and relevant stakeholders throughout the audit process. There is no 
adequate documentation on how auditors have actively managed audit risk.  

The RAA uses standard format for the structure and presentation of its performance 
audit reports. The audit reports are comprehensive, convincing, reader friendly and 
balanced. 
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Dimension i: Planning Performance Audits 

Review of the three sampled audit files 98 indicate that the audit plans contain sufficient 
information needed to understand the audited entities identification  and assessment of 
audit risks, audit procedures, sources of evidence.  In one sample audit (PA of Bhutan 
Chamber of Commerce and Industry) a pre- study was carried out as the audit was 
carried out based on the instruction of the Auditor General which was as per the PA 
Guidelines under Topic Selection Process where it stipulates the need to conduct a pre -
study. The other two sample audits wer e selected under the general issues of topic 
selection process which do not require conducting a pre- study. The PA  strategic plan 
2018- 2020 outline the two  potential performance audit topics through a process as given 
in the Performance Audit Guidelines t o focus on areas where the audit expects to add 
maximum value in terms of improved accountability, economy, efficiency and 
effectiveness and to ensure appropriate coverage of programme operations within the 
limitations of available audit resources 99.The rationale for the selection of the topics was 
based on materiality, public interest, auditability, possible impact, risk to SAI, 
Improvement, timeliness and high political sensitivity.  

The audit team have sufficiently considered materiality at all stages of t he audit process. 
In case of PA of revenue collection and management, financial materiality was 
considered due to huge collection of revenue and the risk associated with revenue 
mismanagement and no accountability of misuse of huge revenues. Also qualitati ve 
aspects were considered for PA on Core Banking Solution in the Bank of Bhutan as it 
was a new system.  The audit objectives were clearly defined relating to the principles 
of economy, efficiency and effectiveness and broken down into audit questions and  sub 
questions evidenced from the audit design matrix of the three sample audit files. The 
audit plans also clearly explain the type of audit approaches adopted for each audits. 
Suitable audit criteria were derived from laws, rules & regulation and best pr actices 
relating to the audit questions and were also discussed with the entity during the audit 
entry meeting through a presentation. However, there were few instances where some 
audit criteria did not correspond to the audit questions.  

The teams have designed audit procedures in detail (refer audit design matrix) to be 
used for gathering audit evidence and considered risk of fraud throughout the process. 
In the three sample audits, all the audit plans were approved by the Deputy Auditor 
General, Department of Performance and Commercial Audits. The audit criteria of the 
audits were discussed and agreed with the management during the audit entry meetings 
conducted with the audited entities before the start of the audits. The Audit plan of the 
sample PA audit on Revenue Collection and Management in Thromde considers the 
estimated cost for the audit (including travels, pay & allowances) infrastructure, laptop, 
stationeries, number of people and vehicle along with tentative schedule to ensure that 
high quality audit is carried out in an economical, efficient, effective and timely manner. 
The audit files indicated that the competency matrix evaluated the areas whether 
external expertise is required or not. The Declaration of conflicts of interest and 
compliance to code of ethics ensures that at the audit engagement level, the auditors 

                                                           
98 PA of BCCI, PA of Core Banking Solution, Bank of Bhutan and PA of Revenue Collection and 

Management in Thromdes 

99 Strategic Plan 2018-2020- Topic Selection Matrix 
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ÎĆÿēúĴíĀç ġëÙ ÙġëíÎÀú ĖÙĕĥíĖÙÿÙĀġĚ Ćæ ġëÙ v ˫Ě fÀġë Ćæ GĆĆÓ -ĆĀÓĥÎġˋ 8ġëíÎĚ ÀĀÓ
zÙÎĖÙÎĴ ÀĀÓ ġëÙ G˫Ě zġÀĀÓíĀç MĀĚġĖĥÎġíĆĀĚː 

There has been no independent assessment such as Quality Assurance reviews or a 
peer or independent review conducted within the past three years. Except as part of the 
ISSAI implementation programme in 2016, Quality Assurance Reviews were conducted 
for two pilot Performance Audit Reports.  

Dimension ii: Implementing Performance Audits 

The audit teams have sufficiently and appropriately obtained and evaluated the audit 
evidences in response to the audit objectives, questions and issue recommendations as 
can be clearly seen and comprehended in the audit design matr ix prepared by all the 
teams of the samples three performance audits. For example in the PA of Revenue 
Collection and Management the audit finding, ˫vÙıÙĀĥÙ úÙÀ÷ÀçÙ ÀĚ ĖÙĚĥúġ Ćæ íĀÀÓÙĕĥÀġÙ
administration:  Encroachment of government land in Phuentsholing and Thimphu 
Thromde. The audit team have sufficiently obtained and analysed the audit evidences in 
Table 3 Total revenues forgone on account of lease rent not collected for one year 
amounting to Nu. 12.97 million. The details of the table are attached in annexure I and II 
íĀ ġëÙ ÀĥÓíġ ĖÙēĆĖġː ¢ëÙ ÀĥÓíġ ÙıíÓÙĀÎÙĚ ĖÙĚēĆĀĚÙ ġĆ ġëÙ ÀĥÓíġ ĆÌöÙÎġíıÙˋ ˪ġĆ ÀĚĚÙĚĚ ġëÙ
ĖíĚ÷ ÿÀĀÀçÙÿÙĀġˋ çĆıÙĖĀÀĀÎÙ ÀĀÓ ÎĆĀġĖĆúĚ ĆıÙĖ ġëÙ ĖÙıÙĀĥÙ ÿÀĀÀçÙÿÙĀġ ēĖĆÎÙĚĚÙĚ˫ˋ
and the audit respoĀĚÙ ĲÀĚˋ ˪ ĖÙ ġëÙ íÓÙĀġíæíÙÓ ĚĆĥĖÎÙĚ Ćæ ĖÙıÙĀĥÙ ÎĆĖĖÙÎġ ÀĀÓ
complete? 

In all the three sampled audits, different information are obtained from different sources 
such as the government agencies comprising of both financial as well as non - financial 
data. Examples of methods and data used include document review, observations, 
physical verifications, testimonies, survey data and quantitative secondary data. The 
auditors seemed to have exercised professional judgment in reaching a conclusion as 
indicated by the evaluations of evidence, audit findings and conclusions addressing the 
audit objectives and questions. 

All three sample audits indicated that the audit evidence are placed in context, 
considering the pros and cons and different perspectives before the aud it findings are 
finalized. Both positive and negative findings are reported with sufficient evidence with 
sufficient arguments under each finding. For example in the PA Report of Revenue 
Collection and Management, Chapter 3 Part I contains initiative and p ositive 
developments by Thromdes to improve revenue collection and management processes 
and Part II contains shortcomings and deficiencies in the revenue collection and 
management which require further improvement.  Also, proper conclusions are drawn 
to be incorporated in the audit reports. The draft reports also undergo a series of quality 
controls process by the Assistant Auditors General, Department Head and the Auditor 
General 

The audit teams of the sample audits have also used analytical procedures for the data 
that were obtained through document reviews, physical observations, survey data and 
quantitative secondary data. For example, in PA of Revenue Collection and Management, 
the audit team have used IDEA: Data extraction and analysis software for land  inventory 
system and also IDEA was used for the audit of Core banking solution in Bank of Bhutan 
in analysing different loans and deposits.  The sample audits indicates that the audit 
teams have considered materiality throughout the audit process as it ca n be seen 
clearly at the topic selection stage, risk identification and assessment, design matrix, 
evaluating evidence, drafting findings and recommendations.  
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The audit teams have maintained effective and proper communication with the relevant 
audited entities throughout the audit process. The audited entities are notified through 
an intimation letter detailing subject matter, objective of the audits in accordance with 
the mandate derived from the Constitution and Audit Act along with the team 
composition. During the audit entry meeting, the audit team makes a presentation on 
the audit objectives, scope, audit criteria, team composition and schedule of audit. The 
sample audit also indicate that responses are sought from the audited entities on the 
draft audi t report by sending it to the audited entities for actual confirmation and 
comments and written responses on the audit findings within a given time frame and 
accordingly incorporated in the report. The audit teams also prepared submission notes 
for press r elease to media and made a presentation to the Public Accounts Committee 
of Parliament. The audit event diaries maintained by the teams also indicate that there 
is contact between the audit teams and the audited entities and there is evidence that 
RAA receives the information from the audited entities as per the document requisition.  

The audit plans are documented properly with sources in much detail and is approved 
by the Department Head. The audit files are maintained in both hard and soft copies as 
curre nt file and permanent file. The documentation consists of important information on 
the detailed audit design matrix outlining the audit procedures in detail, data collection 
methods, analysis of data, references to audit evidences and sources, findings, 
conclusions and the final report. But all the reports could benefit with proper cross 
referencing, and common naming of folders for all the teams which can actually benefit 
any reviewers or audit teams for future reference.  

There is no document which clearly  implies that auditors have actively managed audit 
risk, which is the risk of obtaining incorrect or incomplete conclusions, providing 
unbalanced information or failing to add value for users and mitigation measures.  

Dimension iii. Reporting on Performance Audits 

The PA on Bhutan Chamber of Commerce and Industries (BCCI) reports on the economy, 
efficiency and effectiveness in the use of the resources of the BCCI and also on the 
implementation of projects for private sector development and its impact.  It al so covers 
policies issues seeing the sufficiency of the legal framework of the office and its 
establishment. The PA of Core Banking in the Bank of Bhutan covers mainly on the 
efficiency of the new banking system known as Core Banking. It also covers user a ccess 
management policies, security awareness, adequacies of controls and policies on 
related party transactions. The PA on the Revenue Collection and Management in the 
Thromdes reports on the economy and efficiency in the collection and management of 
revenue from the four municipalities. Besides, it also reported policy issues on 
outsourcing, revenue forecasting, revenue enhancement strategy, revenue manual, 
clear line of reporting and performance tracking.  

In a nutshell, the sampled audit reports are com prehensive and contain sufficient 
information to address the audit objectives and the questions in detail to provide an 
understanding of the subject matters, audit findings and conclusions. The audit 
methodology is presented clearly in detail the audit rep orts, however there is no 
discussion of the limitations of the data. The sampled audit reports are also logically 
structured and provide a clear relationship between audit objective, audit criteria, audit 
findings, recommendations and conclusions. All the sample audit reports follow same 
structure as below: (example from the PA of Revenue Collection Management in 
Thromdes) 
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Executive Summary 

Chapter 1: About the Audit 

1.1 Mandate 

1. Standards 

1.3 Audit Objectives 

1.4 Audit Scope 

1.5 Limitations 

1.6 Audit Methodology 

Chapter 2 Introduction 

Chapter 3: Findings 

Part I: Initiatives and Positive Developments  

Part II: Shortcomings and deficiencies  

Chapter4: Recommendations 

Chapter 5: Conclusions 

Annexure 

The audit reports are clear, concise and written in unambi guous language and one 
report although quite technical in nature is easy to read. The reports extensively use 
tables, graphs, pictures and in one report case studies have been included making the 
reports more reader friendly.  

The audit reports are clear, c oncise and written in unambiguous language and one 
report although quite technical in nature is easy to read. In all the sample performance 
audit reports, the audit teams have used use tables, graphs, pictures to present the 
audit evidence clearly to suppo rt the audit findings. The details of the tables and graphs 
were given as annexure at the end of the audit reports. The PA on Revenue Collection 
and Management in Thromdes have used case studies to support their audit findings to 
get a clear understanding of the audit issue making the report more reader friendly.  

The audit reports are balanced in content as well as in tone. All the reports clearly 
highlights the achievements/positive achievements of the audited entities or the 
particular programme along wit h the lapses/deficiencies observed by the teams which 
indicates that the evidences are presented in an unbiased manner. There is no evidence 
to show that materiality was considered in the reporting phase except the PA on 
Revenue Collection and Management in Thromdes where both qualitative and 
quantitative aspects were considered during the drafting of the audit findings and only 
material/significant findings were reported.  

For all the three sampled audit reports audit criteria and their sources are listed c learly 
in the audit design matrix in the appendix, but not in the audit report. However, the 
ÓíĚÎúÀíÿÙĖ ĀĆġÙĚ ÿÙĀġíĆĀĚ ġëÀġˋ ˨the audit was based on the criteria determined in the 
audit plan and program prepared by the RAA and the findings are based on the  
íĀæĆĖÿÀġíĆĀ ÀĀÓ ÓĆÎĥÿÙĀġĚ ÿÀÓÙ ÀıÀíúÀÌúÙ ÌĴ ġëÙ ÀĥÓíġÙÓ ÀçÙĀÎíÙĚ˩ː Each audit findings 
have clearly stated audit criteria that are relevant and sufficient to the audit findings. 
The reports include conclusions in response to the audit objectives and quest ions and 
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explain how the overall performance is hampered and making it easier for readers to 
put the findings in perspective.  

The sample audit reports give recommendations that are clear, constructive and linked 
to the findings. One recommendation addressing more than one audit finding can be 
clearly seen from the audit reports and links to the audit objectives. Furthermore, it is 
likely that the recommendations will lead to some positive impact and changes if it is 
implemented by the concerned agencies.  

The two sample reports make reference to the ISSAI 3000 on Performance Auditing and 
ġëÙ v ˫Ě sÙĖæĆĖÿÀĀÎÙ ĥÓíġíĀç GĥíÓÙúíĀÙĚ íĀ ġëÙ 8ĳÙÎĥġíıÙ zĥÿÿÀĖĴ ÀĀÓ íĀ -ëÀēġÙĖ ʵˊ
About Audit under Audit Standard. Except one audit report did not make reference in 
the ÀĥÓíġ ĖÙēĆĖġ Ìĥġ ÿÀÓÙ ĖÙæÙĖÙĀÎÙ ġĆ ġëÙ Mzz MĚ ÀĀÓ v ˫Ě sÙĖæĆĖÿÀĀÎÙ ĥÓíġ
Guidelines in the disclaimer note.  

The RAA sends the draft report to the audited entities for comments to ensure that facts 
and figures are correct in the audit findings, conclusion  and acceptability of 
recommendations. One month timeframe is given to respond to the draft audit report 
and the responses are received in writing.  

The two sample audit reports document the changes made to the draft report in the final 
report and it incor porates the summary of the responses of the audited agencies in the 
report which clearly indicates its acceptance by correcting any factual errors or any 
disagreement to the responses. The full responses sent by the audited entities are 
annexed to the final report. However, in one audit report the summary of the responses 
are not written the report and was difficult to see that changes being made to the final 
report were in agreement or disagreement to the responses by the audited entities.  

Assessment Scores by Dimension 

Table 31: Assessment Scores by Dimensions 

Dimension Score 

(i) Planning Performance Audits 3 

(ii) Implementing Performance Audits 3 

(iii)  Reporting on Performance Audits 3 

Overall score 3 

Assessment Findings and observations 

Table 32: Assessment findings and observations 

Dimension Findings Score 

(i) Planning 

Performance 

Audits 

Criteria a, b, c, d, e, f, h, i, j, k, l, and m are met 

¶ In general, the audit plans of the sampled audits provide a 

good basis for conducting the audit.  

¶ The auditors considered materiality at all stages of the audit 

process 

¶ Auditors set a clearly-defined audit objective that relates to 

the principles of economy, efficiency and effectiveness 

¶ The auditors chose a result-, problem- or system- oriented 

approach, or a combination thereof, to facilitate the 

soundness of audit design. 

¶ The criteria were discussed with the audited entities when 

planning the audit, the auditor designed the audit procedures 

to be used for gathering sufficient appropriate audit 

evidence. 

Criterion g not met 

3 

At least 10 

criteria are in 

place 
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In one of the audit samples few criteria did not correspond to 

the audit questions  

(ii)Implementing 

Performance 

Audits 

 Criteria a, b, c, d, e, f, g, i, j, and k are met 

¶ The auditors have obtained sufficient appropriate audit 

evidence to establish findings, reach conclusions in response 

to the audit objectives and questions and [when appropriate] 

issued recommendations 

¶ The auditors have evaluated the evidence to obtain audit 

findings. 

¶ Based on the findings, the auditors have exercised 

professional judgement to reach conclusion  

¶ Materiality was considered at all stages of the audit process 

¶ Effective and proper communication was maintained with 

the audited entities and relevant stakeholders throughout the 

audit process  

Criterion g is not met 

¶ There was no sufficient evidence to see how auditors have 

actively managed audit risk, which is the risk of obtaining 

incorrect or incomplete conclusions, providing unbalanced 

information or failing to add value for users. 

3 

At least eight 

criteria are in 

place 

 

(iii)Reporting on 

Performance 

Audits 

Criteria a,  b, c, d, e, g, h, i, and k are met 

¶ In performance audit reports their findings on the economy 

and efficiency (of the use of resources) and the effectiveness 

with which objectives are met. 

¶ The audit reports are comprehensive and convincing, reader 

friendly and balanced. 

¶ The reports include conclusions in response to the audit 

objective and questions. 

Criteria f, j and l are not met 

¶ The reports do not include information about the audit 

criteria and their sources. 

¶ In one sample audit report it did not declare which standards 

they applied when conducting audits. 

3 

At least nine 

criteria are in 

place 

4.3.7 SAI -14: Performance Audit Results- Score 3 

This indicator examines the performance audit outputs -  the timely submission and 
publication of performance audit reports and the follow - up on audit results.  

The review covered a study of all the performance audit reports issued during 2017 - 2018 
and interv iews with the respective audit teams who had carried out the audit and with 
the Assistant Auditors General.  

The indicator consists of three dimensions:  

 

i) Timely Submission of Performance Audit Report  

ii) Timely Publication of Performance Audit Report  

iii)  SAI- Follow- up Implementation of Performance Audit Observations and 
Recommendations 

The performance audit reports were all submitted to the audited entities and relevant 
stakeholders and published on the day of tabling the reports to the parliament.  

There is effective follow - up mechanisms see whether follow up previous audit findings 
and recommendations were implemented. The follow - up procedures allow the audited 
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entities to provide information on corrective measures taken and why corrective 
measures are not  taken. The follow- up reports should include an analysis of different 
audits, possibly highlighting common trends, themes across a number of reporting 
areas and the impact from these corrective actions in the future.  

Dimension i: Timely Submission of Performance Audit Report 

There is no legal stipulated timeframe for when performance audit results shall be 
reported for individual audited agency. The agreed timeframe as per the Annual Audit 
Schedule 2017- 2018 was used as basis for scoring on the timeliness o f submission of 
performance audit result. RAA submitted all six performance audit reports during the 
FY 2017-ʶʴʵʼ ġĆ ġëÙ ÀĥÓíġÙÓ ÙĀġíġíÙĚ Ĳíġë À ÎĆēĴ ġĆ ġëÙ sĖíÿÙ _íĀíĚġÙĖˋ KíĚ _ÀöÙĚġĴ˫Ě
Secretariat, Speaker of the National Assembly, The Chairperson of the  National Council, 
the Chairperson of the Public Accounts Committee and the Opposition Leader within 30 
days from the plan report issue date which is the agreed time frame in the Annual Audit 
Schedule 2017- 2018. The performance audit reports are submitted throughout the year 
when they are completed.  

Dimension ii:  Timely Publication of Performance Audit Reports 

Out of the six PA reports issued during 2017- 2018, three PA reports were tabled on 5 
December 2019 (winter session) and three PA reports were table d on 28 January 2019 
(winter session) and were published in the RAA webpage and conducted press 
conference/release on the same day of tabling to the Parliament. The Performance audit 
reports were reported in the national newspaper Kuensel in atleast 12 issues from 
January 2017 December 2019 

Dimension iii: SAI-Follow-up Implementation of Performance Audit Observations 

and Recommendations 

The Follow-  up and Clearance Division (FUCD) carry out follow up of audit findings and 
recommendations wherever appropriate  for all the PA reports issued on a regular 
basis. The follow- up is not restricted to the implementation of the recommendations but 
also focuses on whether the audited entities have adequately addressed the problem 
and remedied the underlying situation.  

The audited entity need to submit the Management Action Plan within 90 days from the 
issue of the reports. The MAP gives time frame for the implementation of the findings & 
recommendation and fix accountability on the audit recommendations. The FUCD 
accordingly assess the reasonableness of time frame for the implementation of the 
recommendations and segregate accordingly to the time frame given by the audited 
entities and follow - up on a regular basis.  The follow - up procedures allow the audited 
entities to pr ovide information on corrective measures taken and why corrective 
measures are not taken. However, there is no practice to see whether the audited entity 
has adequately addressed the problems and remedied the underlying situation after a 
reasonable period of time. 

The review report of the follow - up is submitted to the Parliament during the month of 
March and September every year. The follow- up report is submitted individually to the 
audited entities and as a consolidated report to the Parliament. However, s uch reports 
do not include an analysis of different audits, possibly highlighting common trends and 
themes across a number of reporting areas.  
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The follow- up reports as stated earlier include the conclusion of the corrective 
measures being taken or not but does not include the impact from these corrective 
actions. RAA has not yet established a practice for evaluating materiality and the 
importance of the identified problems in order to determine if a follow - up requires a 
new additional audit. 

Assessment Scores by Dimension 

Table 33: Assessment Scores by Dimensions 

Dimension Score 

(i)  Timely Submission of Performance Audit Report 3 

(ii) Timely Publication of Performance Audit Reports 4 

(iii) SAI -Follow-up Implementation of Performance Audit Observations & Recommendations 2 

Overall score 3 

Assessment Findings and observations 

Table 34: Assessment findings and observations 

Indicator score:  

Dimension Findings Score 

(i) Timely 

Submission of 

Performance Audit 

Report 

¶ The RAA submitted 100% the PA reports during the FY 

2017-2018 to the legislature within 30 days as per the plan 

report issue date and actual issue date, which is the agreed 

time frame and Submits to the audited entity, His Majesty, 

Prime Minister, Speaker, Chairperson of the National 

Council, Opposition Leader, Chair and members of the 

Public Accounts Committee on the day the report is issued  

3 

(ii)Timely 

Publication of 

Performance Audit 

Reports 

¶ The RAA publishes all its performance audit reports on the 

same day the reports are tabled to the Parliament  

        4 

All criteria 

are in place 

(iii) SAI -Follow-up 

Implementation of 

Performance Audit 

Observations and 

Recommendations 

Criteria a, d, e, and are met. 

¶ The Follow-up and Clearance Division (FUCD) follow up 

previous audit findings and recommendations wherever 

appropriate for all the reports issued on a regular basis.  

¶ The follow-up procedures allow the audited entities to 

provide information on corrective measures taken and why 

corrective measures are not taken. 

Criteria b, c, f  and g are not met 

¶ Reports do not include an analysis of different audits, 

possibly highlighting common trends and themes across a 

number of reporting areas.  

¶ The follow-up reports include the conclusion of the 

corrective measures being taken but not the impact from 

these corrective actions. 

¶ RAA has not established a practice for evaluating 

materiality and the importance of the identified problems in 

order to determine if a follow-up requires a new additional 

audit. 

2 

Three of the 

criteria are 

in place 

4.3.8 SAI 15: Compliance audit standards and quality management- Score 1 

Narrative 

This indicator is specific to the fundamental principles of compliance auditing. SAI - 15 
looks at the foundations for compliance audit practice, including audit standards and 
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çĥíÓÀĀÎÙ ÿÀġÙĖíÀúˋ ÀĀÓ ÀĀ z M˫Ě ēĖĆÎÙĚĚÙĚ ġĆ ÙĀĚĥĖÙ ġëÙ ĕĥÀúíġĴ Ćæ ÎĆÿēúíÀĀÎÙ ÀĥÓíts. 
¢ëÙ z M˫Ě ĆıÙĖÀúú ĚĴĚġÙÿĚ æĆĖ ÙĀĚĥĖíĀç ĕĥÀúíġĴ Ćæ ġëÙ ÀĥÓíġ ĲĆĖ÷ ÀĖÙ ÀĚĚÙĚĚÙÓ íĀ ġëÙ
indicators on quality control in SAI - 4 and staff recruitment and training in relevant audit 
disciplines in SAI- 22 and SAI- 23.  

The indicator consists of three dimensio ns: 

i) Compliance Audit Standards and policies 

ii) Compliance Audit Team Management and Skills 

iii)  Quality Control in Compliance Audits 

The RAA has adopted ISSAI as its authoritative standards in 2017100. While RAA has 
adopted ISSAI 4000 for compliance audits, the RAA is still in the process of finalizing its 
Compliance Audit Guidelines. Updated versions of the draft were issued to auditors to 
use it as guidance in conducting compliance audits. The assessment was done on the 
basis of draft Compliance Audit Guidelines and the existing system of conducting 
compliance audits with specific reference to two audit samples chosen for review. The 
RAA conducts either entity - based or theme based compliance audits. 

There is a system to assess the competency of auditors to conduct compliance audits. 
The templates to assess team competency is validated by the supervisor.  

The RAA has strong quality control procedures for conducting compliance audits. The 
audit plans containing risk assessment, understanding the entity, assessment of 
internal controls and assessment of ethical threats are approved by the supervisor. The 
reports go through a thorough review by the supervisor and department head. However, 
improvements can be made as there is no quality assurance reviews were conducted 
for CA and how to document difference in opinion and resolutions arrived at before the 
report is finalized.  

Dimension i: Compliance Audit Standards and Policies 

ISSAI 4000 provides strong foundation for conducting compliance audits. The 
Compliance Audit Guidelines101 has not been finalized. The draft Guidelines is developed 
broadly in line with the ISSAI 4000 with some templates for audit documentations 
ÓÙĚíçĀÙÓ ġĆ Ěĥíġ v ˫Ě ÎĆĀġÙĳġː ¢ëÙ ÀĚĚÙĚĚÿÙĀt of compliance audits foundations were 
done on the basis of the draft Compliance Audit Guidelines as well as on the basis of 
existing systems in the practice of conducting compliance audits with specific reference 
to two sample compliance audits taken for  review.  

The RAA has put in place its "draft Compliance Audit Guidelines" to be used as guidance 
for undertaking compliance audits. The draft guideline requires the auditors to identify 
applicable authorities, subject matter, and level of assurance to be provided. On 
assurance and engagement, the guidelines prescribes "direct reporting and reasonable 
assurance" to be given by auditors. At the practice level, the subject matter is discussed 
in a separate para in the audit plans of the sample audits. The applicable authorities are 
identified under para on audit criteria. It lists out applicable Acts, Rules, Guidelines and 
other relevant notifications and circulars governing the subject matter.  

                                                           
100Executive Order issued by Head of SAI  

101 Draft Compliance Audit Guidelines 
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The draft CA guideline requires considering audit risk throughout the audit process. The 
audit team document the understanding and assessment of entity's control environment 
and internal control and list the risk in the Risk Register which forms as a part of audit 
plan. This register is updated continuously during execut ion. The review of sample audit 
files showed that the teams have documented communications such as intimation letter, 
letter of engagement, document requisitions, presentations made during audit entry and 
exit meeting, sharing of preliminary observations a nd responses with management and 
also communication between the manager in submitting the plans, reviews and 
comments, finalization of reports etc. The teams have documented the identification of 
subject matter in the plan document. The audit procedures de signed as a part of audit 
plan contain exhaustive list of criteria against each audit risk identified and assessed. 
The Guidelines requires the auditors to determine scope which is included in the Audit 
plan as a separate paragraph. It identifies areas, ex tent and time period covered for a 
given subject matter. The understanding of the entity or a subject matter is documented 
as a part of Audit Plan along with process charts as Annexures.  

The working file contains list of evidences which were collected by p erforming audit 
procedures and are used for concluding on the audit objectives. The audit evidences are 
assessed and reviewed by the managers in finalizing its opinion/ audit report. The teams 
have performed the audit procedures developed against each risk . The evidences are 
assessed against its sufficiency and appropriateness and are used to form audit 
conclusions. These are done at the level of team level and then at Division level which 
is documented in the Audit Finding Matrix.  

The team submits the prel iminary audit conclusions along with evidences to the 
manager, who reviews and improves based on the evidences. If the evidences are found 
not complete and appropriate, it is discussed with the team. If there are additional 
evidences need to be collected, the team is directed to do so. Accordingly, preliminary 
conclusions are made. These are shared formally with the management for their 
responses. Exit meetings are held between audit team after obtaining management 
responses and further discussions take pla ce during the meeting. The audit manager 
(division chief) along with team attends the meeting and the management is usually 
attended by top management of agency along with relevant officials. The proceedings 
and decisions are minuted. The final report is i ssued based on the decisions of the exit 
meeting. The reports are issued usually as per the Annual Audit Schedule.  

However, the materiality aspect is a mere theoretical description of qualitative and 
quantitative materiality rather than setting specific ma teriality and using throughout 
audit process. The audit teams have maintained documents both in the form of hard and 
soft copies. However, the documentation is not complete in terms of assessment of 
control environment and internal control and evaluation o f evidences to arrive at 
conclusion. The teams have documented the assessment of control environment and 
internal controls as a part of Audit Plan. But the assessment is not complete as there 
is no conclusion drawn on adequacy of internal control. The audi t teams have 
documented the risk assessment and the audit procedures are designed based on the 
risk assessed. The assessment of control environment and internal control are not 
complete, and the risk assessment was not adequate.  

The consideration of Risks of Fraud is included in the draft Guidelines. The review 
showed that assessment of fraud risk was not done sufficiently.  

The audit plan documents basically contain both the elements of audit strategy and audit 
plan which are prepared by the teams and revie wed and approved by audit managers. 
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These are prepared in accordance with the formats prescribed as templates and 
annexures. However, in view of inadequate assessment of controls and risk, this 
requirement is not adequate.  

The draft Guidelines requires the  auditors to determine materiality through professional 
judgment and to be determined by value, nature and context to be determined. 
Determination of materiality is included in the audit plan as a separate paragraph. 
However, there is no clarity of materia lity (both qualitative and quantitative) determined 
in the Audit Plan. As such, the extent to which professional judgment was exercised 
cannot be ascertained.  The documentation with respect to sample audits were found 
incomplete in many respects from unde rstanding the entity and its environment, 
internal control and risk assessment.  

The audit procedures developed to collect the audit evidence are based on the assessed 
risk and materiality. The team have also determined sample size in response to 
materiali ty, risk assessments and assurance level. But it is difficult to relate the extent 
to which considerations of materiality and assurance levels were considered in 
evaluating the evidences through the working files maintained by the audit teams of 
both the sample files.  

All criteria were assessed as met considering that ISSAI 4000 are being used as 
guidance for compliance audits.  

Dimension ii: Compliance Audit Team Management and Skills 

The review of sample audit files showed that the competency of auditors a re assessed 
and validated by the supervisor. A template to assess the competency in the form of 
Competency Matrix is prescribed.  The specific competencies were assessed in terms of 
knowledge of audit approach and process, past experience, knowledge of enti ty, basic 
knowledge of financial statements and IT skills.  The auditors for sample audit had 
necessary skills, competence and skills to conduct the audits. The auditors also sign the 
document indicating understanding of roles and responsibilities but there  are no 
specific roles and responsibilities divided amongst individuals.  

The Audit Plans contain identified authorities governing the audited agencies. Audit plan 
is prepared containing the elements of subject matter, level of assurance, type of 
engagement, authorities and criteria, audit objectives, scope, materiality and detailed 
audit procedures. The templates for key elements of understanding the entity and 
assessment of internal control and risks are prescribed. As a standard practice, the 
process flow s are drawn to understand the business processes and control activities. 
The risks are identified after assessment of internal controls. One of the elements under 
understanding the entity is understanding about legal framework which includes 
identifying authorities governing the audited agencies. This document is validated by the 
supervisor. Criteria are identified during development of audit procedures for specific 
risks. The criteria are also referred in the Audit Finding Matrix against which specific 
conclusions are drawn based by comparing actual conditions with identified criteria. 
However, though these templates were documented, there were no proper evaluation 
of internal controls as no conclusive conclusions were drawn from the assessment so 
as to identify risk and develop appropriate audit procedures which is assessed in SAI 
16.    

The Competency Matrix shows the required and available competency and gaps. It 
shows whether there is a need for engaging external experts if there are any gaps. In 
the sample audits, though the competency matrix indicated requirement of engaging 
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external experts, the RAA has not engaged any external experts. Further, there is no 
process to evaluate necessary competence, capability and objectivity of external 
experts. 

The review of sample audits showed that there were gaps in conducting assessment of 
control environment, internal control and risk assessment. There were no clear 
linkages as to the conclusions from assessment of internal controls and overall risk 
identification  and assessment. These have direct effect on developing audit procedures 
and extent of collecting and evaluating audit evidences.  

Dimension iii: Quality Control in Compliance Audits 

G˫Ě zġÀĀÓíĀç MĀĚġĖĥÎġíĆĀĚ ĚēÙÎíæíÙĚ ĕĥÀúíġĴ ÎĆĀġĖĆú ēĖĆÎÙĚĚ íĀ æĆúúĆĲíĀç levels 102: 

1.   Team Leader 

2.   Division Chief/ Assistant Auditor General  

3.   Department Heads 

4.   Research & Quality Assurance Division 

5.   v ˫Ě 8ĳÙÎĥġíıÙ -ĆÿÿíġġÙÙ 

6.   Auditor General 

The process of supervision and monitoring by different levels are  ĚēÙÎíæíÙÓ íĀ ġëÙ G˫Ě
Standing Instructions 103. This entails roles and responsibilities of different levels for 
supervision and monitoring throughout the audit process. Audit Plans are approved by 
the supervisor (Division Chief or AAGs) and some of the temp lates forming part of audit 
documentation are signed and validated by the supervisor.  

It cannot be traced from the documents that there had been continuous and regular 
monitoring by supervisors. One of the elements under specific competency is to indicate 
requirement to engage experts. It cannot be ascertained that experts were used in the 
sample audits. Issues included in the final report are based on reviews by supervisors 
and department heads. But it is difficult to trace through audit files in absence o f clear 
documentation.  No requirement stipulated for engagement of quality control reviews.  

There is no requirement stipulated for engagement of quality assurance reviews. The 
RQAD as an independent Division is responsible for QA review but has not conduc ted 
QA review of Compliance Audit during the period.  

Assessment Scores by Dimension 

Table 35: Assessment Scores by Dimensions 

Dimension Score 

(i)  Compliance Audit Standards and Policies 1 

(ii) Compliance Audit Team Management and Skills 2 

(iii) Quality Control in Compliance Audits 1 

Overall score 1 

                                                           
102  /ƘŀǇǘŜǊ сΦм ƻŦ !DΩǎ {ǘŀƴŘƛƴƎ Lƴǎtructions 

103 /ƘŀǇǘŜǊ оΦо ƻŦ !DΩǎ {ǘŀƴŘƛƴƎ LƴǎǘǊǳŎǘƛƻƴǎ 
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Assessment Findings and observations 

Table 36: Assessment findings and observations 

Dimension Findings Score 

(i) Compliance 

Audit Standards 

and Policies 

Criteria a, b, e, f, g, h, m, n and o are met 

¶ The elements of CA like applicable authority, subject 

matter, intended users and level of assurance are 

identified by the auditors in the audit plan. 

¶ There were effective communications throughout the 

audit process and documented properly.  

¶ The audit plans identify criteria and scope of audit and 

auditors understand entity in the light of governing 

authorities. 

¶ The auditors collect and evaluate audit evidences to 

form audit conclusions. 

¶ Auditors prepare written reports based on the principles 

of completeness, objectivity, timeliness and a 

contradictory process. 

Criteria c, d, I, j, k, l, p, q and r are not met 

¶ Determination of materiality is not clear and appear a 

mere theoretical description of qualitative and 

quantitative materiality rather than setting specific 

materiality and using throughout audit process 

¶ The documentation is not complete in terms of 

assessment of control environment and internal control 

and evaluation of evidences to arrive at conclusion. 

1 

Criterion (b) and 

least three of the 

other criteri a 

above are in place. 

(ii) Compliance 

Audit Team 

Management 

and Skills 

Crteria a, b, c, d,e,h, I, j, k, m, n, p, q, and r are met. 

¶ The RAA has a system to assess the competency of 

auditors to conduct compliance audits. The templates to 

assess team competency is validated by the supervisor. 

¶ The auditors prepare Audit Plans containing the 

elements of subject matter, authorities and criteria, 

scope, risk assessment and detailed audit procedures.  

Criteria f, g, l and o are not met 

¶ There is no adequate documentation of audit strategy in 

both the sample audits. 

2 

Criteria a, e and at 

least six criteria 

are in place 

(iii) Quality 

Control in 

Compliance 

Audits 

Criterion f is met.  

¶ Roles and responsibilities for review and approval of 

reports are in place. The draft reports are reviewed by 

the division chief and also independently reviewed by 

RQAD. Then it is signed by the Auditor General or 

authorized official. 

Criteria a, b, c, d, and e are not met 

¶ The process followed in subjecting the work to 

continuous reviews and documenting the processwas 

not adequately documented, and also that QA review 

was not conducted for Compliance Audit.  

¶ One of the elements under specific competency is to 

indicate requirement to engage experts. It cannot be 

ascertained that experts were used in the sample audits. 

¶ No requirement stipulated for engagement of quality 

control reviews. 

1 

At least one of the 

criteria is in place 
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4.3.9 SAI 16: Compliance audit process - Score 1 

SAI 16 seeks information on how compliance audits are done in practice at the planning, 
implementation and reporting stages of audit cycle. This indicator has three dimensions:  

i) Planning Compliance Audits 

ii) Implementing Compliance Audits  

iii)  Evaluating Audit Evidence, Concluding and Reporting of Compliance Audits 

The review of samples showed that there are standardized processes for conducting 
compliance audits. The Audit Plans specify subject matters, authorities, consideration 
of materiality, level of assurance to be provided, scope and areas to be covered. The 
plan is further supported by standardized templates which the auditors use for 
documenting understanding of entity, assessment of internal controls and risks and 
detailed audit procedures designed to address the identified risks. However, there are 
also scopes for improving as far as completing the templates are concerned.  

The execution stage is generally concerned about performing audit procedures against 
the identified risks and collecting and evaluating evidence. The issues of non -
compliances included in th e report are supported by relevant evidence. These evidences 
are stated to be verified by supervisor at the time of review of reports 104. However, 
verification of evidence by the supervisor cannot be traced through audit 
documentation. The documentation of risk assessment and internal control are not clear 
as there is no sufficient details of linkages.  

Dimension i: Planning Compliance Audits 

The Audit Plan includes elements of audit strategies including the identified subject 
matter, authorities, level of assurances to be provided, scope and materiality. The plan 
is supported by completed templates prescribed for understanding the entity, 
assessment of internal controls and risks, ethical requirements and competency of 
auditors. The detailed audit procedures are designed for specific risks identified. The 
templates for assessing compliance to code of ethics were signed by all auditors and 
validated by supervisor and documented. It covers the aspects of integrity, 
independence, conflict of interest, confident iality, professional competency and due care 
which the auditors need to comply with.  

The templates for assessment of ethical threats containing the elements of self -
interest, self - review, advocacy, familiarity and intimidation threats have been duly 
completed. The supervisor validates that necessary safeguards are put in place to 
address these threats.  

The plan is approved by the supervisor including the templates for assessments and 
detailed audit procedures.  

The auditors have maintained regular and effective communication throughout the audit 
process. These are evident from the intimation letter, engagement letter, and 
submission of preliminary audit observations to management, and obtaining written 
responses from management. Besides, there had been regular meetings such as entry 
meeting to communicate audit plans and exit meeting to discuss audit findings before 

                                                           
104  Interview with Team Leaders 
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the report is finalized. The audit findings are based on comparison of observed 
conditions with applicable criteria and evaluated against ev idence obtained. 

The templates for assessment of internal controls and risk assessment were not done 
comprehensively to provide clear conclusion on adequacies and possible risks. There 
is no systematic approach of linking risks and control assessments. It appeared that 
auditors use perceived risk based on the understanding of business process and past 
experiences of individual auditors. This shortcoming also applies to assessment of fraud 
risk. There were no specific considerations of risks related to fraud  in both the sample 
files.    

Dimension ii: Implementing Compliance Audits 

The auditors perform audit procedures developed in the audit plan. The nature, timing 
and extent of compliance audit procedures is as per the detailed audit procedures 
approved by the supervisor. This document contains audit objectives, audit risks and 
criteria and sources of criteria. It also specifies evidence gathering techniques and audit 
procedures determining the nature, timing and extent of procedures to be performed.  

On issue of handling fraud, there were no instances of fraud being detected in the two 
ĚÀÿēúÙ ÀĥÓíġĚː G˫Ě zġÀĀÓíĀç MĀĚġĖĥÎġíĆĀĚ ĚēÙÎíæíÙĚ ġëÀġ æĆĖ ÀĥÓíġ ĆÌĚÙĖıÀġíĆĀĚ Ĳíġë
prima facie evidence of existence of fraud, corruption and embezzlement, the audit team 
shall recommend for appropriate action as per the laws of the land 105. 

The audit files contain evidences to support findings included in the audit reports. These 
findings were based on non- compliances to the applicable authorities governing the 
audited agencies. The conclusions were drawn based on the evidences collected and 
ÀēēĖĆēĖíÀġÙ ĖÙÎĆÿÿÙĀÓÀġíĆĀĚ ĲÙĖÙ ēĖĆıíÓÙÓ íĀ ġëÙ æĆĖÿ Ćæ v ˫Ě æĥĖġëÙĖ ÎĆÿÿÙĀġĚ
and recommendations. 

The findings in the audit finding matrix confirmed that the all planned audit procedures 
were performed and evidences were obtained for each audit observations. While there 
were extensive documentations maintained for both the sample audits, the filing was 
haphazardly maintained and could be made more logical in terms of sequence to as to 
provide better understanding of overall audit process.  

Dimension iii: Evaluating Audit Evidence, Concluding and Reporting of 

Compliance Audits 

The Audit Plan includes aspects of audit strategy including identification of subject 
matter, criteria along with sour ces and scope of audit. The documentation of risk 
assessment and internal control are not clear as there is no sufficient detail of linkages. 
The risks were identified.  

The documents are maintained both in hard and soft copies properly secured under the 
custody of CFID. The information are maintained in prescribed templates in the 
guidelines. 

The Audit Finding Matrix shows that conclusions are based on the evidence for each 
finding.  

There were continuous communications throughout audit process. Record of i ntimation, 
audit engagement, minutes of exit meeting, communication of draft observations, 
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responses obtained from audited agencies etc., show that communication was effective 
and continuous 

Audit observations were shared with management and responses were  obtained from 
the management. The Exit Meeting discussed all observations. The reports were issued 
only after discussing and responding to the draft audit observations by the management.  

Evidences were verified by the manager, conclusions reviewed in ligh t of evidences and 
management's views were reflected and considered in the audit observations  

Assessment Scores by Dimension 

Table 37: Assessment Scores by Dimensions 

Dimension Score 

(i) Planning Compliance Audits 1 

(ii) Implementing Compliance Audits 1 

(iii) Implementing Compliance Audits 2 

Overall score 1 

Assessment Findings and observations 

Table 38: Assessment findings and observations 

Dimension Findings Score 

(i) Planning 

Compliance 

Audits 

Criteria d, e, f, and k are met. 

¶ It contains elements of audit strategies such as identification of 

subject matter, level of assurances, authorities governing 

subject matter, scope and determination of materiality.  

¶ The sample files showed that there is an effective and 

continuous communication throughout the audit process and 

the audit criteria is agreed with the responsible party through 

presentation in the entry meeting. 

Criteria a, b, c, g, h, i and j are not met. 

¶ The auditorsô understanding of control environment and 
assessment of internal controls were not documented properly.  

¶ There were no clear documentation on auditorsô consideration 
of audit risk throughout the audit process and hence, not able to 

understand the extent to which audit procedures were 

developed based on audit risk.  

¶ Fraud risk were not considered in the sample audits 

¶ There were gaps documenting audit strategy and audit planning 

in respect of completing the templates of understanding the 

entity, assessment of internal control and risk assessments. 

1 

Criteria at 

least two are 

in place 

(ii) Implementing 

Compliance 

Audits 

Criterion d is met.  

¶ The evidences are collected and assessed of sufficiency and 

appropriateness and audit conclusions drawn as shown in the 

Audit Finding Matrix in both the sample audits.  

Criteria a, b, c and e are are not met 

¶ In view of the inadequacy in assessment of control environment 

and internal controls, the risk assessment is found to be 

incomplete.  

¶ There were no cases of fraud that have been dealt with during 

audit in both the audits.  

¶ No experts were found used in both the audits 

¶ There were no explanation retained on the audit file for not 

performing audit procedures 

1 

At least one 

criteria in 

place 
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(iii) Evaluating 

Audit 

Evidence, 

Concluding 

and Reporting 

of Compliance 

Audits 

Criteria d, e, f, g, h and I are met.  

¶ The preliminary audit findings are shared with audited agencies 

and response are obtained and it is discussed during exit 

meeting. 

¶ The reports were based on principles of completeness, 

objectivity, timeliness and contradictory.  

¶ The information is maintained in prescribed templates in the 

guidelines.  

¶ The conclusions were drawn based on the evidences and cause-

effect analysis of audit observations. 

¶  Evidences were verified by the manager, conclusions reviewed 

in light of evidences and management's views were reflected 

and considered in the audit observations. 

¶ There is a continuous communication with the audited agencies 

in terms of communicating audit results and soliciting views of 

the management. 

¶ The report is structured well in compliance to the ISSAIs. It is 

easy to understand and contain only those information which is 

supported by sufficient and appropriate audit evidence. 

Criteri a a, b and c are not met  

¶ The documentation of risk assessment and internal control are 

not clear as there is no sufficient detail of linkages. 

¶ The consideration of materiality in not clear as it is not 

determined specifically. 

J is not applicable. 

¶ The draft CA guideline prescribes direct reporting reasonable 

assurance. 

2 

Criteria e 

and at least 

four criteria  

are in place 

4.3.10 SAI 17: Compliance audit results ï Score 3 

SAI 17 assesses how efficiently the SAI ensure submission and publication of reports. It 
seeks information on how compliance audits are done in practice at the planning, 
implementation and reporting stages of the audit cycle. This indicator has three 
dimensions: 

i) Timely submission of Compliance Audit Results  

ii) Timely publication of Compliance Audit Results 

iii)  SAI follow up on implementation of Compliance Audit Observations and 
Recommendations. 

There is no legal stipulated timeframe for when compliance audit results shall be 
reported by RAA.  The reports are issued usually as per the schedule d rawn in the 
Annual Audit Plan which is similar to the practice of issuing financial audit reports. 
Similar to the financial audit reports, the compliance audit reports issued during the 
year are compiled and included in the Annual Audit Report which is sub mitted to the 
Parliament. 20% of the compliance audit reports examined were issued within the 
agreed timeframe or within the maximum timeframe of 51 days allotted through 
executive order. The annual audit report of RAA is published well within the legal 
timeframe. RAA has a well- established internal follow - up system and has developed 
guidelines on follow -ĥē Ćæ ÀĥÓíġ ĖÙēĆĖġː v ˫Ě æĆúúĆĲ- up procedures allow the agencies 
to provide information on corrective action taken and why corrective actions were not 
taken through Action Taken Report (ATR). However, RAA does not report publicly on 
individual compliance audit reports and the concept of materiality is not considered for 
deciding on the need for follow - up audit.   
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Dimension i: Timely Submission of Compliance Audit Results 

There is no legal stipulated timeframe for when compliance audit results shall be 
reported for individual audited agency. The agreed timeframe as per the Annual Audit 
Schedule 2017- 2018 was used as basis for scoring on the timeliness of submission of 
compliance audit result. The maximum number of days within which the reports are to 
be issued is 51 days after the completion of the field audit. 106The assessment team 
reviewed the report issue date agreed by the audit team as per AAS 2017- 18 and actual 
report issue date as per APEMS for comparison on the timeliness of compliance audit 
results.  

Of the 30 compliance audits conducted in 2017- 18, 6 reports were issued within 51 days 
(maximum days) after the completion of audit. This corresponds to  20 % of the 
compliance audit reports being issued within the agreed timeframe, which gives a score 
of 2.  

Dimension ii: Timely Publication of Compliance Audit Results 

The Auditor General shall submit the Annual Audit Report to the Druk Gyalpo, the Prime 
Minister and the Parliament during the fourth quarter of the financial year on the audit 
carried out for the financial year ended 107. The Annual Audit Report should be published 
between 1st April to 30 th June. The Annual Audit Report 2018 was tabled to the parliament 
on 21.6.2019 and published in the official website of RAA108.  

The Royal Audit Authority has published the Annual Audit Report through appropriate 
means within the legal timeframe for publication.  

Dimension iii: Follow-up on the Implementation of Compliance Audit 

Observations and Recommendations 

Royal Audit Authority has a follow - up and Clearance Division (FUCD) responsible for 
following up on unresolved audit observations and ascertaining the progress of 
settlement. The RAA applies various steps in making sure that the audited entities 
properly address their observations and recommendations. The Royal Audit Authority 
has developed a Guideline on Follow- up of Audit Report. The Guidelines provides 
guidance for conducting the follow - up of audit reports  and recommendations in a 
systematic way. The guideline primarily outlines the processes and methodologies for 
the follow - up of audit reports and recommendations including the Management 
Appraisal Report (MAR) as necessary109. The Follow up Division ensures that the audit 
recommendations and observations are addressed as well as to ensure that 
parliamentary directives on audit observations are addressed by the audited agencies.  

The Management or those charged with governance submits Action Taken Report (ATR) 
within three months after the issuance of the report. If the ATR is not received within 
three months after issuing the audit report, a reminder is served to the management or 
those charged with governance in keeping with the provision of the Audit Act of B hutan 
2018. In the event of not receiving ATR even after two weeks from the ATR reminder, the 
reviewer will apprise Follow - up Committee who shall exercise as per the Audit Act of 

                                                           
106 Executive order on timeline for issue of audit reports 
107 Audit Act of Bhutan 2018 
108 www.bhutanaudit.gov.bt 
109 Guidelines on Follow-up of Audit Report 
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Bhutan 2018. On receipt of ATR, the FUCD and Follow- up Sections conducts review and 
evaluation of response submitted. Wherever possible, evidence of action taken is 
obtained and reviewed to assess the adequacy and effectiveness of actions taken.  When 
the evidence of the corrective actions undertaken are not satisfactory, the revie wer will 
seek further clarification with the appropriate officials from the audited entity.   

The concerned audited agencies and other concerned authority is responsible to take 
timely follow up actions on audit reports issued 110ː v ˫Ě æĆúúĆĲ- up procedures allow 
the audited entity to provide information on corrective action taken and why corrective 
actions were not taken through Action Taken Report (ATR).  

The Public Accounts Committee (PAC) plays an active role for the review and follow - up 
of the audit reports tabled in the Parliament. There are two levels of follow - up of audit 
findings and recommendations, i.e., one at the SAI level and another at the PAC level. 
The RAA tables review report of Annual Audit Report to the Parliament biannually 
(Position as on 31st March and 30th September111).  The review report submitted by RAA 
is reviewed by the Public Accounts Committee. The RAA follows the recommendation 
made by the PAC. The implementation of Parliamentary recommendations and 
directives based on the AAR is systematically monitored by the Planning Policy and 
Annual Audit Report Division (PPAARD) in consultation with AAG, FUCD. The status of 
AAR recommendations is presented to Follow - up Committee biannually for further 
guidance and direction.  

The RAA does not report publicly on individual reports, the compliance audit reports are 
reported as a part of Annual Audit Report. The RAA does not have a system of evaluating 
materiality in order to determine when a follow - up requires new additional 
investigations.  

Assessment Scores by Dimension 

Table 39: Assessment Scores by Dimensions 

Dimension Score 

(i)  Timely Submission of Compliance Audit Results 1 

(ii)  Timely Publication of Compliance Audit Results 4 

(iii) SAI Follow-up on Implementation of Compliance Audit Observations and 

Recommendations 

2 

Overall score 3 

Assessment Findings and observations 

Table 40: Assessment findings and observations 

Dimension Findings Score 

(i) Timely Submission 

of Compliance Audit 

Results 

¶ 20 % of the compliance audit reports examined were issued 

within the agreed timeframe within maximum days of 51 as per 

Executive Order. 

1 

(ii) Timely Publication 

of Compliance Audit 

Results 

¶ The annual audit report of RAA is published well within the 

legal timeframe. 

4 

                                                           
110 Audit Act of Bhutan 2018 
111 Rules of Procedure of the Public Accounts Committee 2015 












































































