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Chapter 12



WORKING PAPERS FOR FORMAL AUDITS

1.  Purpose/Applicability.  This publication is intended as general guidance for internal review activities when performing formal audits.   It provides information on the preparation, control, and review of working papers.  This guide incorporates professional audit standards prescribed by the Comptroller General of the United States in the Government Auditing Standards.  Internal review offices may deviate from the published samples as long as professional audit standards are met.  Working paper guidance for Quick Response Audits and Consulting engagements can be found in Chapters 6 and 7, respectively.

2.  References and Related Publications.  See Appendix A. 

3.  Definitions.  The auditor is required to prepare and maintain working papers.  The form and content of working papers should be designed to meet the circumstances of a particular engagement.  The term "working papers" means all documents, papers and records (manual or automated) prepared or collected by auditors during the audit process.  Working papers provide a systematic method of recording the work done by auditors and contain the information and evidence necessary to support the findings, judgments, conclusions, and recommendations presented in the audit report.  Additional definitions relating to working papers are in Appendix B.  Working papers will also be prepared and maintained for consulting engagements when information is gathered on behalf of the client or to support an auditor’s opinion, observation or recommendation.

4.  File Structure.  There are two requirements for audit files, as identified by the AICPA and DOD.  The basic requirement is for a permanent and a current file.

    a.  The permanent file is established within the Internal Review office for each activity, major program or function included in the organization’s audit universe.  Generally, the permanent file is associated with the auditable entity file and includes such documents as final reports, survey or audit programs, organizational charts, mission statements, references, TFARs and other background information.  The permanent files should be updated as each audit is completed in the subject area or activity.

    b.  The current file is equivalent to the audit file that supports each audit report.  Working papers and associated documents which support the auditors conclusions should be included.

5.  Audit Engagement Files.  The Internal Review activity is not subject to a specific number of files for all audit engagements, however, the working papers should be segmented in such a way as to facilitate identification.  Below is a sample of file structures for different types of audit engagements where the “X” indicates recommended files for specific types of audits. 


[image: image1.wmf]FILE

FORMAL AUDIT

QUICK RESPONSE 

AUDIT (NOTE 2)

CONSULTING AND 

ADVISORY 

SERVICE (NOTE 

3)

FOLLOW-UP 

ENGAGEMENT

LIASION

NOTES

NOTE 1:  IF REQUIRED

I - ADMINISTRATIVE

X

X

X

X

X

NOTE 4

NOTE 1

NOTE 2:  SEE CHAPTER 6 

II - SURVEY

X

X

NOTE 3:  SEE CHAPTER 7

III - VERIFICATION

X

X

X

NOTE 1

NOTE 1

NOTE 4:  MAY NOT BE REQUIRED FOR

IV - FOLLOW-UP

X

X

X

       LIMITED SCOPE ENGAGEMENTS


6.  Indexing Systems.  

    a.  Internal Review activities may use any uniform, logical method of filing and arranging audit/engagement working papers.  The system selected should ensure adequate control, review and identification of audit working papers and files.  A sample file structure and indexing system is shown at Appendix C.  This system allows the flexibility necessary to meet the need of most audit engagements and provides a degree of uniformity which is desirable for review and control purposes.

    b.  Electronic working papers.  Working papers and related files may be maintained on a variety of media, such as CD-ROM, disks, etc.  The same file system used for traditional paper audits is recommended for electronic files; however, any logical, easily identifiable system is acceptable.  Automated working papers must be retrievable and provide data integrity and security that at least equal that of paper documents.

7.  Working Paper Numbering.
    a.  Working papers should be identified with the file number, letter or combination that corresponds to the index.  For example, if the index shows the audit survey as Section II, Tab A, then the related working papers should be marked “II-A” or “File II, WP A”.

    b.  If a working paper has multiple pages, the auditor should indicate the total number of pages on the first page of the set.  For example, if a set contains six pages, the first page is numbered “1 of 6”.  The last page would be “6 of 6”.

    c.  Using Example 1 from Appendix C (File Structure and Indexing System), the file and working paper number at the bottom of the first page of three pages of working papers supporting Objective B of the audit verification phase should be as follows:

                         FILE III                   W/P#  H-2
                                                          1 of 3

The reference to this page should be:  [III,H,2 (1 of 3)].

    d.  Example Paperless Indexing System.  One method of indexing a paperless audit stored on electronic media is to establish a series of file names that mirror the indexing system for an audit stored on paper.  For example:

FILE I - ADMINISTRATIVE FILE
FILE NAME 
TABLE OF CONTENTS
I_A


INDEX

I_B


FINAL FILE REVIEW

I_C


FOLLOW-UP REPORT

I_D_1


COMMAND REPLIES TO FINAL REPORT

I_D_2


FINAL REPORT

I_E_1


COMMAND REPLIES TO DRAFT REPORT                         

I_E_2


DRAFT REPORT

FILE III - AUDIT VERIFICATION FILE
FILE NAME 
TABLE OF CONTENTS
III_H_1

WORK PAPER SET OBJECTIVE A

III_H_1_A

ATTACHMENT A TO WORK PAPER SET H-1

III_H_1_B

ATTACHMENT B TO WORK PAPER SET H-1

III_H_1_C

ATTACHMENT C TO WORK PAPER SET H-1

    
 III_H_2

WORK PAPER SET OBJECTIVE B 

8.  Evidence. 

    a.  Categories of Evidence.  Evidence is the data and information auditors obtain during fieldwork to document findings and support opinions and conclusions.  Auditors obtain evidence using various methodologies such as observing events, questioning people, and examining and analyzing records and other data.  Categories of evidence are physical, testimonial, documentary, and analytical. 

        (1) Physical Evidence.  Auditors obtain this kind of evidence by direct inspection or observation of activities of people, property, or events.  It may be in the form of memoranda summarizing the matters inspected or observed; schedules showing the nature and extent of inspections; actual samples; or photographs, charts, maps, and graphs. Obtaining and using graphic evidence is a very effective way to explain or describe a situation.  A clear photograph illustrating improper or ineffective practices has a much greater impact than words describing those practices.  Auditors should recognize the importance of physical evidence and use effective techniques to get it.  They can critically observe activities, inventories, and the condition of structures and equipment.  They should take every opportunity to observe the operations, property, or other resources of activities audited because a condition actually seen is one of the best forms of evidence. 

        (2) Testimonial Evidence.  Auditors obtain testimony from others through written or oral statements made in response to inquiries or through interviews.  Statements by activity officials or others (explanations, justifications, lines of reasoning, and intentions) are valuable sources of information not readily obtainable by other means.  Standing alone, however, testimonial evidence has limited value because of the potential bias of the source.  These statements become more meaningful and useful when corroborated. 

        (3) Documentary Evidence.  This type of evidence consists of letters, contracts, accounting records, invoices, and similar material.  Such documents can be: 

· External - those documents originating outside the organization the auditors are examining (for example, vendor's invoices and incoming correspondence). 

· Internal - those documents originating within the organization (for example, accounting records, outgoing correspondence, receiving reports, and negotiation files).

Auditors must consider the reliability of documentary forms of evidence.  An external document obtained from its source is more reliable than the same type of document obtained from the audited organization.  Even though most documents received from the organization would be difficult to alter without detection, one must consider the possibility. Examine the documents carefully and investigate any significant apparent alteration.  

     (4) Analytical Evidence.  Auditors develop analytical evidence by obtaining, examining, and making judgments about other forms of evidence.  Analytical evidence includes computations, comparisons, reasoning, and separation of information into components.  Carefully developed analytical evidence can be very convincing, especially when auditors use properly developed and applied quantitative measures. 

    b. Standards of Evidence.  Auditors obtain and consider evidence to help themselves in formulating judgments and arriving at appropriate opinions and conclusions.  They need convincing evidence to make logical arguments.  Evidence is most convincing when it satisfactorily meets the standards of evidence.  Audit techniques used to obtain evidence include the analyses of management reports, comparison of management reports, computer assisted audit techniques, and advanced audit techniques such as statistical sampling.  

Whatever the source of the evidence, auditors must make sure that the data meets the basic tests of sufficiency, competence, and relevance. 

        (1) Sufficiency.  The working papers must contain enough factual, adequate, and convincing evidence to lead a reasonable person to the same conclusions as the auditors.  Determining the sufficiency of evidence requires judgment, especially when there is conflicting evidence.  One must judge which position is correct based on the competency and relevance of the evidence.  Auditors do not need to have elaborate support for insignificant points.  For significant matters, however, auditors must provide sufficient evidence to back up their conclusions. 

        (2) Competence.  Evidence must be reliable and the best the auditors can obtain through the use of reasonable audit methods.  In evaluating the competency of evidence, auditors should carefully consider whether there is any reason to question its validity or completeness.  When doubt exists, auditors must take additional measures to authenticate the evidence. 

        (3) Relevance.  Relevance refers to the relationship of the information to the audit objective.  Auditors should use the most current data available to prove or disprove an issue.  The facts and opinions used must have a logical, sensible relationship to that issue.  If the most recent information appears old, auditors should make sure that it is still relevant.  Working papers and related information that auditors accumulate should have a direct bearing on the findings and related recommendations or other conclusions drawn from the audit.  This stipulation does not rule out making appropriate notes or observations for potential use in other areas. 

9.  Planning and Developing a Working Paper.
    a.  Planning.  Adequate planning of each working paper is necessary to achieve required quality.  Before preparing a working paper, auditors must know its primary and any subordinate purposes.  They also need to know what to do to accomplish these purposes.  Auditors should know how the audit steps and the working papers relate to other areas to avoid duplication of effort.  Auditors should know the type of information to be put on the working paper before the audit work begins.  Appendix D contains a listing of some practical working paper preparation tips. 

    b.  Completeness and Accuracy.  Working papers must provide complete and accurate information that not only supports the findings and conclusions; but demonstrates the nature and scope of the work performed. 

        (1) Working papers should show the details of the evidence the auditors are relying on and how they obtained the evidence.  For example, if the auditor used a sample, the working paper should explain how they drew the sample from the universe. 

        (2) Auditors must fully support and explain in the working papers all factual statements and figures in the audit report so that no supplementary interpretations are necessary during subsequent reviews. 

        (3) Auditors should retain data pertaining to findings or to the objectives established for the audit. 

        (4) Auditors should avoid cluttering the working paper files with unneeded documents.  They should not place entire copies of voluminous documents such as regulations, pamphlets, and studies in the working papers as support for their conclusions when excerpts of key paragraphs or pages will provide the needed support.  For example, a copy of a pertinent paragraph from a regulation may suffice in lieu of making the entire regulation a part of the working papers.  If the entire regulation has applicability to various audit objectives and steps, the auditor should put the document in the background file and, as needed, make reference to it in other parts of the working papers.  Auditors should obtain copies of original documents or excerpts needed, when possible, but handwritten excerpts are generally acceptable working paper support.  If auditors prepare handwritten excerpts, they should annotate in the source section that they took the information from an original source document and identify the document. 

        (5) If auditors obtain conflicting information during an examination on an important issue, the working papers should clearly reflect the resolution of the conflict.  If the conflict cannot be resolved, the working papers should fully explain why. 

   c.  Clear and Understandable.  Working papers should be sufficiently clear and understandable so that another auditor who has had no previous association with the audit, can review the papers and determine the nature and extent of the work done and how the auditors reached their conclusions.  Conciseness is important, but don't sacrifice clarity and completeness just to save time or paper. 

        (1) Interviews are sometimes the only means of obtaining basic information.  In many cases, interviews provide auditors initial "leads" into the issues they are addressing.  Information obtained in interviews may also supplement, explain, interpret, or contradict information obtained by other means.  Because auditors usually don't record information verbatim but rather paraphrase it for use in a report, auditors should always record their understanding or interpretation of what the interviewee said or meant and then confirm their understanding with the interviewee.  Standing alone, information obtained orally may have limited value as evidence.  When the information concerns matters which are crucial to the line of reasoning auditors are developing, they should corroborate the oral evidence if possible.  If deemed appropriate, auditors may request the official providing the oral evidence review and validate the working paper. 

        (2) If auditors use computers to retrieve or analyze information, the working papers must show what they did to obtain this information.  They must present sufficient instructions to enable duplication of the work done, if necessary.  Auditors must explain the criteria used to pull a sample, and include a description of the universe from which they selected the data.  They must also include appropriate identification of files used, description of the file layout, and appropriate points of contact. 

    d.  Legibility and Neatness.  Working papers must be legible and neat.  Careless or messy working papers may lose their worth as evidence. 

    e.  Relevance.  Restrict information contained in the working papers to that which is materially important and relevant to the audit objectives.  Developing clear statements of purpose helps ensure that the information accumulated is appropriate to answer the audit objectives.

    f.  Size.  To facilitate filing, working papers should be prepared using a single size of paper.  Oversized documents should be neatly folded to the standard size.  Small documents should be attached to a sheet of standard size paper.  Odd sized items should be filed using devices such as plastic pockets, pocket folders or similar devices.

    g.  Timeliness.  Auditors should prepare working papers as soon as practical to ensure prompt reviews and use of the information. 

    h.  Data Obtained from the Audited Activity.  To the extent possible, auditors should use schedules, analyses, reports, studies, and so forth, prepared by the installation.  Auditors should not hand copy material required for the working papers if it is practicable to obtain it by other means. 

    i.  Assembly.  Fasten working papers in file folders in a manner that will facilitate their use and prevent loss or mutilation. 

       (1) Clearly label the cover of each folder to show the following: 

            (a) Audit title. 
            (b) Audit assignment number. 
            (c) MARKS file number. 
            (d) Security classification, if applicable. 

        (2) Each working paper file should contain a table of contents.  Where the bulk of working papers make it desirable to divide them into more than one file folder, each folder should contain a table of contents. 

10.  Working Paper Format. 
    a. Working Paper Identification Data.  It is recommended that each Internal Review office establish a template for standard working papers.  Each working paper should contain the audit title and audit assignment number.  This information can be located either at the top center or bottom of the working paper.  The working paper should also include, at the bottom of the page, the preparer’s and reviewer’s initials or name and date, as well as the file and working paper number for easy referencing.  An example is as follows:



    Initials       Date                Audit Title

Prepared By                                           Audit Number

Reviewed By









                                          File ________________   W/P# ___________________

    b. Standard Working Paper Format.  Each working paper must contain sections for purpose, source, scope, results, and conclusions.  As applicable, include the elements of criteria, methodology, condition, cause, effect, and recommendation in the appropriate section.  Discussions on the working paper sections follow.  An example of a working paper format is at Appendix E.  

        (1) Purpose.  This section of a working paper explains why auditors are doing the audit work and what the auditors are trying to accomplish.  Working papers prepared to support audit survey or verification, should be directly related to an audit program step.  When used for other purposes, i.e., summaries, entrance and exit conferences, sampling plans, etc., the purpose section need not relate to a specific audit objective or step.

        (2) Source.  This portion of a working paper tells the reader where the auditors obtained the information.  Auditors should provide enough detail to permit an independent reviewer to find the source of the information recorded on the working paper without assistance.  If source information is in the form of a machine printout, auditors should give the date of the printout and the "as of date" of the information contained on the printout.  When information is drawn from a computer system, diskette, or tape, the working papers should explain the origin, contents, use, and reference numbers of the media used. 

        (3) Scope.  This portion of a working paper defines the parameters of the information gathered and how the auditors did the work.  It provides things such as:  (1) the total number of items available for selection and the number selected, (2) the basis for choosing what the auditors examined, or (3) the period covered. 

        (4) Results.  This section of a working paper provides the specific factual evidence obtained during the audit.  The results of the examination may be self-evident by a review of the data or the working paper.  If not, auditors will provide a detailed description of the outcome of tests or analyses and related discussions in the working paper.  The results section is particularly useful when relating information on the working paper to tests, analyses, and discussions recorded on separate working papers. 

        (5) Conclusions.  In this section of a working paper, auditors should draw conclusions by analyzing and interpreting the results of conversations, observations, tests, analyses, information obtained, and other related facts.  Most importantly, the conclusion should answer the purpose for which auditors prepared the working paper. 

11.  Working Paper Summaries.
Summaries are a means of accumulating and consolidating the interpretation of audit results in a clear, concise, and convincing manner.  They bring to the forefront the essence of the work performed, the results achieved, the conclusions reached, and recommendations made, as reflected in the supporting working papers.  Auditors should prepare narrative summaries for all audit segments covered by the working papers.  They should use summaries to consolidate the results of various audit steps.  For each summary, auditors should state concisely what they did relative to what they set out to do, according to the audit objectives.  If auditors were unable to do certain planned work, they should state this fact with the reasons.  The auditors should clearly state their conclusions on the audit objectives.  Summaries should support the development of audit findings and spell out the condition, cause, effect and recommended action.  If the auditors didn't find any deficiencies they still need to summarize the information to answer the objectives and provide positive reporting.  As appropriate, summaries should include comments on weak or strong internal control features and other important points.

12.  Memorandum for Record. 

Auditors may prepare a memorandum for record (MFR) to document subjects that relate to the audit in general such as entrance and exit conferences, and requests for security clearances.  The memorandum for record should indicate all pertinent facts.  Auditors may also prepare a memorandum for record to document an event that relates to a specific segment of an audit and is used as a support document for a working paper.  The MFR may also be used to document why audit steps were not performed.

13.  Referencing.
    a.  General.  DOD Internal Auditing Standards (DOD 7600.7M) require the use of a referencing system.  Referencing may be accomplished using a variety of methods, i.e., pen or pencil entries on drafts, summaries and individual working papers; use of footnotes; electronic linking; or a detailed index system.  Whatever system is used, referencing should include the following:

· Audit Program.  Reference the audit program objective to the summary working papers and the audit program steps to supporting working papers. 

· Working Papers.  Working papers that relate to audit objectives or steps should reference relevant evidence, i.e. a working paper to supporting MFRs or a working paper to a regulation, printout, schedule, or contract etc.

· Summary Working Papers.  Reference summary working papers to the supporting working papers. 

· Tentative Finding.  Reference the tentative finding to the summary or working papers. 

· Draft Report.  Reference the draft report to the objective summaries, TFAR, or working papers as required. 

· Final Report.  If the final audit report differs significantly from the draft report (additions, deletions, or changes), reference changes to the supporting evidence.

REFERENCING CHART

Program:

    Objectives


(  Summaries

    Steps  


(  Working Papers

Working Papers 

(  Supporting Documents/Evidence

Objective Summaries   
(  Working papers

Draft Report 


(  Summaries/Working papers/TFARs

TFARs      


(  Summaries/Working Papers

    b. To enhance accuracy and correctness, the responsible auditors should reference their working papers as soon as practical.

14.  Working Paper Reviews.  Supervisory review of all working papers is required by Government Auditing Standards.  Good professional practices suggest that other team leader or peer reviews should also be performed to assure quality.

    a.  Continuous reviews of audit working papers should be made to ensure professional audit standards are complied with.  This procedure gives the reviewer the opportunity to appraise the quality of the working papers, the relationship of the audit work to the objectives, and the completeness of the auditor’s examination.  It also permits the reviewer to assess the auditor’s conclusions, determine what additional steps are necessary, and decide whether to expand or cut back the audit coverage.

    b.  The depth of the working paper reviews will vary with each level of supervision.  Reviews by the auditor-in-charge should be accomplished frequently during the audit and should be more detailed than those made by audit supervisory personnel.  Supervisors, at a minimum, should ensure that standards for working paper preparation are met and that there is adequate support for the auditor’s conclusions and recommendations.  Supervisors should review the working papers prepared by the auditor-in-charge the same way the auditor-in-charge would review the work of others.  The reviewer need only initial and date the first page of a working paper set and identify the pages that were reviewed.

    c.  The auditor should be informed of the results of the working paper reviews.  After the auditor has considered the reviewer’s notes, he or she should revise the working papers and perform additional work if needed.  The auditor should then comment, in writing, on the revisions and on any additional work accomplished.  An example of a review sheet is at Appendix F.

   d.  Attached at Appendix G is an example of a working paper checklist normally used at the conclusion of an engagement by the auditor-in-charge or supervisory auditor.

15.  Safeguarding Files.
    a.  Physical Protection.  Auditors should protect working papers to ensure they are accessible only to authorized persons: 

        (1) During the day, auditors should not leave working papers in places accessible to the public, personnel of the audited activity, or other unauthorized persons. 

        (2) Some unclassified information requires special handling.  Audit documents that are considered FOR OFFICIAL USE ONLY will be handled in accordance with AR 25-55.  Release of any audit documents to the public must be IAW the Freedom of Information Act (FOIA) (AR 25-55).  IR offices should contact their FOIA manager for specific details. 

        (3) Audit files containing classified material will be safeguarded in accordance with its highest level of classification.  It is permissible to establish a separate file folder for classified documents.  Auditors will also place a blank page in the working paper file folder containing a reference to the classified working paper and its location. 

    b.  Automated Working Papers.  Auditors must take measures to adequately secure and protect automated working papers.  At all times, auditors need to take precautions to preclude damage to the storage media.  Back up of storage media should be conducted periodically.

    c.  Electronic Files.  As a general rule, a document, report or working paper which is marked “For Official Use Only” (FOUO)  should not be transmitted over an unsecured means such as the Internet.  The local responsible Information System Security Officer for Internal Review functions should be contacted for security guidelines. 

APPENDIX A
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	PRIVATE
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	Internal Audit Manual 
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	AR 11-7
	Internal Review Program
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	AR 25­400­2
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	Auditing Service in the Department of the Army 
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	Department of the Army Information Security Program 

	DA IR Guide
	Army IR Guidance


APPENDIX B 

DEFINITIONS
Auditable Entity File.  A file identifying organizations, programs, activities, or functions subject to audit (Ref. DOD 7600.7-M)
Audit Lead Sheet.  A form used to document a possible deficiency identified during an ongoing survey or audit verification phase. 

Audit Program/Plan.  A carefully defined plan of action that sets forth the detailed steps and audit techniques for getting information to accomplish the objectives of the audit.  An audit program is normally prepared for both the survey and verification phases of a formal audit.   

Conclusion Section.  This section of the work paper is the auditors' interpretations of the evidence stated in relation to the purpose of the audit. 

File.  An administrative or functional segment of an audit used to control the logical grouping of related working papers and facilitate referencing.  (For example, File I ­ Administrative File, File II ­ Survey File.) 

Folder.  A container for holding a collection of related working paper file(s) arranged in a logical order. 

Indexing System.  A uniform, logical method of labeling working papers. 

Legend.   A summary of the meaning of all tick marks, highlighting, symbols, etc., that were used to emphasize portions of supporting documentation of a work paper.  

Master Index.  A list of all the various files of the audit by reference label for easy referral. 

Memorandum For Record.  A document used to preserve the details of a conversation, meeting, or other event, that relates to either the audit in general or a specific segment. 

Purpose Section.  The section of the working paper that explains why the audit work was undertaken, and what the auditor is trying to accomplish. 

Results Section.  This section of the working paper provides a factual account of the evidence obtained. 

Scope Section.  The portion of the working paper which defines the parameters of the information obtained to answer the question in the purpose section.  It also describes how the auditor did the audit work as well as the audit period. 

Source Section.  That portion of the working paper that identifies where the data came from. 

Summary.  A summary is a means of accumulating and consolidating the results of the various auditing steps in a clear, concise, and convincing manner. 

Table of Contents.  The Table of Contents lists all the working papers contained in the file. 

Tick Marks.  Symbols, highlight, or check marks that emphasize data on supporting documentation of a work paper. 

TFAR Outline.  An outline of the tentative finding and recommendation that includes (1) a summary finding paragraph, (2) a discussions outline, and (3) potential recommendations. 

APPENDIX C 

FILE STRUCTURE AND INDEXING SYSTEM
1. Organization of Files.  An example indexing system for an audit recorded manually on paper is as follows:

EXAMPLE 1:
	
	FILE I  - ADMINISTRATIVE FILE
	
	
	FILE II  - SURVEY FILE

	TAB
	TABLE OF CONTENTS
	
	TAB
	TABLE OF CONTENTS

	A
	INDEX
	
	A
	INDEX



	B
	FINAL FILE REVIEW


	
	B
	REVIEWER’S COMMENTS

	C
	FOLLOW-UP REPORT

	
	C
	GO/NO GO MEETIN


	D-1
	COMMAND REPLIES TO FINAL REPORT

	
	D
	LEAD SHEETS


	D-2
	FINAL REPORT


	
	E
	SUMMARIES



	E-1
	COMMAND REPLIES TO DRAFT REPORT

	
	E-1
	OBJECTIVE A


	E-2
	DRAFT REPORT


	
	E-2
	OBJECTIVE B


	F
	ADMINISTRATIVE INSTRUCTIONS
	
	E-3
	OBJECTIVE C


	F-1
	REQUEST FOR AUDIT


	
	E-4
	OBJECTIVE D


	F-2
	AUDIT ASSIGNMENT


	
	E-5
	OBJECTIVE E


	F-3
	ACTIVITY NOTIFICATION
	
	F
	MFR INTERVIEWS


	G
	ORGANIZATIONAL CHARTS, MISSION, & REFERENCES
	
	G
	MFR BRIEFINGS



	H
	MFR ON PRELIMINARY INTERVIEWS/CONTACTS
	
	H
	SURVEY PROGRAM



	I
	TRAVEL DOCUMENTATION
	
	I
	SURVEY WORKING PAPERS

	J
	FLOW CHARTS
	
	I-1
	OBJECTIVE A

	K
	ENTRANCE CONFERENCE
	
	I-2
	OBJECTIVE B

	L
	PROGRESS BRIEFINGS
	
	I-3
	OBJECTIVE C

	M
	EXIT CONFERENCE
	
	I-4
	OBJECTIVE D

	N
	RISK ASSESSMENT
	
	I-5
	OBJECTIVE E

	O
	AUDITOR TIME TRACKING INFORMATION
	
	
	


APPENDIX C 

FILE STRUCTURE AND INDEXING SYSTEM

(Continued)
	
	FILE III - AUDIT VERIFICATION FILE
	
	
	FILE IV  - FOLLOW-UP FILE

	TAB
	TABLE OF CONTENTS
	
	TAB
	TABLE OF CONTENTS

	A
	INDEX
	
	A
	INDEX



	B
	REVIEWER’S COMMENTS


	
	B
	REVIEWER’S COMMENTS

	C
	TENTATIVE FINDINGS & RECOMMENDATIONS (TFAR)

	
	C
	SUMMARIES


	C-1
	OBJECTIVE A
	
	D
	MEMORANDUMS FOR RECORD


	C-2
	OBJECTIVE B
	
	E
	FOLLOW-UP PROGRAM


	C-3
	OBJECTIVE C
	
	F
	FOLLOW-UP WORKING PAPERS

	C-4
	OBJECTIVE D
	
	F-1
	FINDING A

	C-5
	OBJECTIVE E
	
	F-2
	FINDING B

	
	SUMMARIES
	
	F-3
	FINDING C

	D-1
	OBJECTIVE A
	
	F-4
	FINDING D

	D-2
	OBJECTIVE B
	
	F-5
	FINDING E

	D-3
	OBJECTIVE C
	
	
	

	D-4
	OBJECTIVE D
	
	
	

	D-5
	OBJECTIVE E
	
	
	

	E
	MFR INTERVIEWS


	
	
	

	F
	MFR BRIEFINGS


	
	
	

	H
	AUDIT VERIFICATION PROGRAM


	
	
	

	I
	AUDIT VERIFICATION WORKING PAPERS
	
	
	

	I-1
	OBJECTIVE A
	
	
	

	I-2
	OBJECTIVE B
	
	
	

	I-3
	OBJECTIVE C
	
	
	

	I-4
	OBJECTIVE D
	
	
	

	I-5
	OBJECTIVE E
	
	
	


APPENDIX C 

FILE STRUCTURE AND INDEXING SYSTEM

(Continued)
2.  Other examples of file structures are shown below: 

EXAMPLE 2:                         

EXAMPLE 3:
I.    MASTER FILE



I.    ADMINISTRATIVE FILE

II.   AUDIT PROGRAM


II.   REPORTS

III.  SURVEY FILE



III.  SURVEY FILE

IV.   AUDIT VERIFICATION FILE

IV.   AUDIT VERIFICATION FILE

V.    FOLLOW-UP FILE


V.    FOLLOW-UP FILE

         





VI.   REFERENCE FILE

The basic documents found in the sample file structure should be rearranged to fit the file structure selected.  The selected file structure and table of contents should be consistent within the IR office and documented in the office SOP.

APPENDIX D 

WORKING PAPER PREPARATION TIPS
The following items provide some practical "do's" and "do not's" to consider when preparing working papers. 

Do: 

· Write legibly and in pencil when preparing working papers that are not computer-generated. 

· Use plenty of paper ­ do not skimp on space. Write on every other line (double space) when writing the results and conclusions sections of a working paper. 

· Identify all working papers. 

· Initial and date working papers. 

· Explain all tick marks and keep them simple. 

· Document all significant discussions and, to the extent possible, verify key points used to support findings and recommendations. 

· Identify individuals interviewed by name, position, office, and phone number. 

· Differentiate between fact and opinion. 

· Show details of deficiencies clearly. 

· Keep current on preparation of working papers including indexing and referencing. 

· Explain the scope and methodology used to conduct an analysis and identify all assumptions made. 

Do Not: 

· Prepare a working paper without knowing why. 

· Use unexplained jargon, shop talk, or non-professional language. 

· Formulate a conclusion that is not supported by the working papers. 

· Complete an area or submit a tentative finding and recommendation without documenting the discussion of audit results with responsible officials. 

APPENDIX D

WORKING PAPER PREPARATION TIPS 

(Continued)
· Include information in a tentative finding and recommendation that is not included in the working papers. 

· Discontinue an analysis or review without an explanation. 

· Consider a tentative finding and recommendation complete until it is referenced to the working papers. 

· Retain irrelevant material when finalizing working papers.

APPENDIX E

EXAMPLE - WORKING PAPER

	
	Purpose:  To determine the number of statements of non-

	
	availability for housing issued by the Family Housing 

	
	Branch over the past 6 months (Audit Step 1.d.)

	
	

	
	Source:  Statement of Non-Availability Files

	
	         Family Housing Branch

	
	         Building 2, Room 10

	
	         DSN:  388-2222

	
	

	
	Scope:  All statements of non-availability issued from 1 

	
	April through 30 September 1998.

	
	

	
	Results:  Records of the Family Housing Branch, 

	
	

	
	confirmed by our manual count, show the following month-

	
	

	
	by-month breakout of statements of non-availability

	
	

	
	issued:       April 120      July       100

	
	              May   110      August      95

	
	              June  105      September  135

	
	                             TOTAL      665

	
	

	
	Conclusion:  Over the past 6 months, the Family Housing

	
	

	
	Branch issued 665 statements of non-availability.  Note:

	
	

	
	Using this information, we will select a sample of the 

	
	

	
	statements in order to perform Audit Steps 1.d.(1), (2),

	
	          [See File II, Folder 1 of 1, W/P I-1(1 of 4)]

	
	and (3).

	              INITIALS    DATE            

Prepared by:   JHT     24 Sep 98                 TITLE:  AUDIT OF MILITARY PAY
Reviewed by:   WM      28 Sep 98                 I/R #:  98-XX
                                     FILE III                W/P#  H-1 (1 of 3)


APPENDIX F

EXAMPLE - REVIEW SHEET

	REVIEW SHEET

XXXXXX  XXXXX  INTERNAL REVIEW

	REVIEWER’S NAME:


	AUDIT OF:
	DATE OF REVIEW:

	POSITION:


	
	PAGE _____ OF _____ PAGES

	W/P

REF
	REVIEWER’S COMMENTS
	AUDITOR’S ACTION

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	REVIEWER’S STATEMENT ON POST REVIEW ACTIONS TAKEN BY AUDITORS:

All actions required of auditor by above comments have been completed.

____________________________________    _________________________       ____________________

       (REVIEWER)                           (POSITION)                      (DATE)         


APPENDIX G 

WORKING PAPER CHECKLIST

AUDIT TITLE:  _________________________________________________

AUDIT ASSIGNMENT NUMBER:  _____________________________________

AUDIT SEGMENT:  _______________________________________________

While not mandatory, auditors and supervisor’s may use this checklist as a guide to facilitate the review of working papers.

                                                   






YES     NO 

A.  ORGANIZATION - Were the working paper files logically organized?                            

Did the working files include:

    1.  Title of the audit?                       





____   ____
    2.  Audit assignment number?






____   ____
    3.  File number?








____   ____
B.  INDEXING AND CONTENTS - Was each file numbered and indexed?

Did the indexing system include these basic documents:

    1.  Reviewer’s comments?







____   ____
    2.  Draft reports, command replies, and survey summary?


____   ____ 
    3.  Summaries by objectives?






____   ____ 

    4.  Notification and request memorandums?       




____   ____

    5.  Correspondence and memorandums?             




____   ____
    6.  Survey program?                             





____   ____ 
    7.  Audit program or memorandum?





____   ____
    8.  A series of working papers?






____   ____

C.  PREPARATION AND REFERENCING - Were the working papers properly prepared and referenced?

Were the working papers:

    1.  Neat and legible?







____   ____
    2.  Relevant?








____   ____ 
    3.  Initialed and dated by the reviewer on at

        least the first page of each working paper 

        set?









____   ____
    4.  Indexed in a consistent fashion?





____   ____
    5.  Referenced as appropriate?






____   ____ 

    6.  Bound neatly and securely?






____   ____
Did the working papers contain:

    7.  The auditor’s name and date prepared?





____   ____   

    8.  Working paper identification data to include

        title of audit and audit assignment number?




____   ____
    9.  A statement explaining the purpose, source,

        scope, and results of the audit work, and 

        the specific conclusions reached?





____   ____
   10.  A legend explaining any tick marks or        

        symbols used?








____   ____
D.  REVIEW - Were the working paper files thoroughly

    reviewed, and were the working papers adequately

    explained and presented?

Specifically, did the working papers contain:

    1.  Reviewer’s comments from the working paper

        preparer’s supervisor (i.e. auditor-in-

        charge or supervisory auditor)?






____   ____

    2.  Initials and date of working paper review?




____   ____     

    3.  Follow-up and close-out of questions raised

        during the review process?






____   ____
    4.  Comments that explain why steps in audit   

        programs were eliminated, curtailed, or   

        revised?









____   ____

    5.  Sampling plans that explain the objectives 

        and approach followed in applying statistical

        and judgmental sampling techniques?





____   ____
    6.  Thorough step-by-step explanations of computer

        audit techniques used (such as:  automatic   

        data processing retrievals, edit routines,   

        sort routines, and special analysis computer 

        programs)?








____   ____       

    7.  Adequate documentation that clearly supports 

        and explains potential monetary benefit       

        computations?








____   ____       

    8.  Audit conclusions that were logical and fully

        documented?








____   ____
    9.  A master index of the working paper files  

        relating to the audit?







____   ____

   10.  The fact that all files relating to the audit

        were accounted for and filed in the proper    

        sequence?








____   ____       
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