
Balochistan Disaster Management Project 

Terms of References (ToRs) for External Audit of PDMA Balochistan 
 

Brief Background: The province of Balochistan has experienced several significant natural disasters over 

the past ten years.  These mainly include major recurring flood in 2010, 2011 and 2012, Cyclone Yemyin 

in 2007, earthquakes and prolong droughts. Lagging economic development and low human development 

and social indicators increase the vulnerability of Balochistan to natural disasters. Limited capacity of the 

government, due to financial and technical constraints, compounds vulnerability to natural disasters. 

 

Over the last decade, Government of Pakistan (GoP) has worked to gradually change how the country 

addresses natural disasters - from an ex-post disaster response perspective to an ex-ante risk management 

approach. Following the enactment in April 2010 of the 18th constitutional amendment the provinces 

have been given greater responsibilities for disaster management. This translates into increased 

responsibility for Provincial Disaster Management Authority (PDMA) Balochistan to urgently address the 

various DRM challenges in the disaster-prone province. The Government of Balochistan (GoB) has 

requested World Bank’s assistance through the Multi-Donor Trust Fund (MDTF) to support the 

development of its DRM capacity. The Balochistan Disaster Management Project (BDMP) aims to 

strengthen the capacity of PDMA Balochistan to prepare for and respond to natural disasters. 

 

Objectives of the audit: PDMA Balochistan requires the services of a Chartered Accountant firm to 

audit its financial statements for the financial years 2009-10, 2010-11, 2011-12 and 2012-13 in 

accordance with International Standards on Auditing. The external auditor will be required to express an 

opinion on the financial statements that whether the financial statements have been prepared, in all 

material respects, in accordance with the applicable financial reporting framework. 

 

Audit period: The accounts to be audited, at present, are for the financial years 2009-2010. 2010-2011, 

2011-2012 and 2012-13.  

 

Management responsibility for the financial statements: The preparation of the financial statements 

and provision of all records and documents to external auditors in connection with the audit of the 

financial statements is the responsibility of management. Adoption of sound accounting policies that will 

help assure the production of fair financial statements is an implicit and integral part of the management’s 

responsibility.    

 

Entrance meeting: Before commencing audit work, auditors should have an entrance meeting with the 

management to re-confirm: scope of audit, work station to be provided by PDMA Balochistan, auditors’ 

time line action plan for completion of audit and submission of draft reports on the financial statements 

including management letters.  

 

Expected time to complete the audit: It is expected that the auditors should complete the audit of the 

three financial years within 60 days by deploying sufficient number of their audit staff. 

 

Scope of audit:  The audit shall be conducted for the accounts of PDMA Balochistan. The scope of work 

defined hereunder is neither exhaustive nor limited to the extent what has been defined. The external 

auditor will be independent in application of procedures to form an opinion on the financial statements 

being audited by them. The scope of audit however should at a minimum include the following: 

i. That the audit will be carried out in accordance with either International Standards of 

Auditing (ISAs).  

ii. The auditors should comment on the accounting standards adopted by PDMA 

Balochistan in the preparation of its financial statements and the accounting policies 

applied.  



iii. In devising the audit program, the auditors should take into consideration not only the 

nature and scale of the expenditure and income/receipts but also the scale, effectiveness 

of control environment and reliability of accounting and administrative procedures. 

iv. Systems of internal controls and checks should be assessed and evaluated. This process 

will determine the degree of reliance that can be placed upon the existing arrangements, 

and the extent of testing that needs to be performed by the auditors. 

v. The auditors’ activities include dialogue with the management. Among other things, the 

dialogue should cover the effectiveness of internal control systems, risk of fraud and 

corruption, if any, in procurement and payments systems, adequacy of reporting to the 

donors, staff integrity and capability.  

 

Consideration for Fraud and Error 

i. When planning and performing audit procedures and evaluating and reporting the results thereof, 

the auditors should consider the risk of material misstatements in the financial statements 

resulting from irregularities. 

ii. When the auditor identifies a misstatement resulting from fraud or a suspected fraud, the auditors 

should immediately communicate that information to the management. 

 

Code of Ethics 
i. The auditors should be members of the Institute of Chartered Accountants of Pakistan having 

good repute and had complied with the requirements of Quality Control Review of the Institute.   

ii. The auditors should comply with the all Code of Ethics for Professional Accountants issued by 

the International Federation of Accountants. 

 

Consideration of Laws and Regulations 
i. When planning and performing audit procedures and in evaluating and reporting the results 

thereof, the auditor should recognize that noncompliance with laws and regulations including 

Income Tax and Sales Tax laws which may materially affect the accounts and financial 

statements or exposes the organization to financial loss. 

ii. In order to plan the audit, the auditor should obtain a general understanding of the legal and 

regulatory framework applicable to PDMA Balochistan how it is complying with the applicable 

framework. Further the auditor may also identify instances of noncompliance by inspecting 

correspondence with the relevant rules and regulatory authorities. 

 

Auditor’s Opinion and Report on the Financial Statements 
i. Auditor should report on the financial statements of PDMA Balochistan. 

ii. The Auditor’s Report should clearly give opinion on the following issues: 

 

a) Proper books of accounts have been kept by the Authority. 

b) Financial statements have been prepared up in conformity with International Public 

Sector Accounting Standards or standards adopted by the Government and are in 

agreement with the books of accounts. 

c) The financial statements give the information required by the law and give a true and fair 

view of the state of the Authority’s affairs as at the end of its financial year. 

d)  The expenditure incurred during the year was for the purpose of the Authority’s business 

and the business conducted, investments made and expenditure incurred during the year 

were in accordance with the objects of the Authority. 

 

iii. If the auditor’s report is qualified then the reason there for should also be stated in report along 

with the factual position.  



iv. Where accounting policy is changed, the auditor’s shall report whether they concur with the 

change or not.  

 

General 
i. The auditor should send an engagement letter to formalize the auditor’s appointment. The 

engagement letter should incorporate by reference, the work outlined in the terms of reference 

and the proposal/bid documents, as well as the agreed level of effort and auditors professional 

fee. The auditors should submit the engagement letter before the commencement of the 

engagement.  

 

Deliverables by the Auditor’s 

i. On completion of the assignment, the auditors shall hold an exit meeting with the management to 

discuss outstanding issues, submit draft auditors’ report and draft management letter. The PDMA 

Balochistan management should respond to these reports with 15 days. 

ii. Submit three sets, in original, of final auditors’ reports on the Financial Statements of PDMA 

Balochistan along with management letters within three working days on receipt of management 

comments on the draft reports. 

 

Qualification  

The External Auditor shall be a firm of Chartered Accountants having: 

• Satisfactory rating under the Quality Control Review program managed by the Institute of 

Chartered Accountants of Pakistan.   

• Its name in the State Bank of Pakistan’s Panel of Auditors under Category ‘A’ or ‘B’. 

• Considerable experience of conducting External Audits, Internal Audits, Systems/Processes 

Assurance, Pre-Award Assessments and Control Evaluations. 

• At least 7 partners and 150 professional staff. 

 


