R INATRSABAN 3054 ST

Audit Act of Bhutan 2018






foie
FENR GG (ST |
54¢Eﬂmﬂiﬁ£ﬂ§¢§i‘ﬂaﬁwﬁq Gy FraraRz farry) |

FITGFIVBAYIVERAGY<Y| g AR PrwaRR g yRIaLy) |
YR AqypeTR Ry sy g B g AR IRRg I RAR| |

TR gaprags gadanaganad @m‘agﬁ'aﬁa'g:wq%fgm@ I
agqgwmwnmwaﬁqn@wazqw ﬁ:ﬂg&ﬂﬂﬂéﬁ'aﬁ&q@ﬁgq [

<RSI [grasasgsaF e ERERGE |
G RRIRANGYIIAGVE| GrRRRRAT ASIRG R |

ng«nﬁwaﬂ«qs:'&m*qm«ﬁ'gﬁ@ FURIFRAFTRFNANG| |
guAggPRRegiRadeay BuRrasaBavaza gy |

vAvA 'C\ v vA v v .
AT ENGIISATAN g054 37| i

No






PARLIAMENT " OF BHUTAN

SPEAKER

@q’@ﬁ/@&ﬂ_”/qo%/ RPA @'3“' 2e,02,2094 Y

2 aguA3AnlaETay Xgany ARy agiYEpapnad Sl ), <AEy
By SAEIIRA AQUARATSSARIN 20 SERGY AR
iﬁ"ﬂ%a'q:wmr ARYINTFH AT B Y ¢ WABN A “@*'gﬁ@""ﬁqﬁ‘“‘“ﬁ"‘mﬁ‘mai'
T TR AR SRy ¢ sRE
2 ¥

as ), NRFREC W
a, RRRYFATENY 555
3, B RRE RS ETY
o, SEAWTFBFAETY 7R
" gmmgwgwqia@ﬁcﬂgq§ﬁgﬁﬁl
6. g ERRRNETRaTy

GYELYONG TSHOKHANG, Post Box # 139, Thimphu: BHUTAN
003752 336828 / 320137 Fax: 003752 338344
Website: www.nab.gov.bt



Y&

25| ’
g 5 | B :
A 5 | 3q:~q§qqa-q§q«‘ 5
G 5 N SYITYTFTIF ¢
A « N| JRRAEFTRI=ES| g
Ag o 5] JeeelydEargases "
Ag ¢ 8| 3YBIFIRGS §AQOTGRATENES| o "
Ag o 5] gy Badag co
AG ¢ N FRFRS RFERN A ALFIYRE .o 3
UG o N] FYRGES s
G g0 N yEPRIRAS) “

N S, S O N . i
ngf‘ zﬂ SN G‘q RS EFNN 2094 5% 3\]‘ ii



CONTENTS

Preamble ......ooooiiiiii 1
Chapter 1: Preliminary ........ccccueeeviieeiieeeiieeeiie e 2
Chapter 2: Establishment of the Authority..........cccccovevveennenn. 3
Chapter 3: Code of Professional Conduct.............ccccveerurennnne 9
Chapter 4: Powers of the Authority .........ccccoeevieviiiiiininenn, 14
Chapter 5: Functions and Jurisdictions of the Authority ........ 25
Chapter 6: Auditing and Reporting Standards ..........c..cc..c...... 32
Chapter 7: Accountability of the Authority..........c.cceecvveennnnns 40

Chapter 8: Protection of Information, Sources and Persons...42
Chapter 9: Offences and Penalties ...........cccceeevvevieeiieniennnnns 44
Chapter 10: Miscellaneous...........ccceevvveeieeniieeiieenieeieeieeeiens 45

Audit Act of Bhutan 2018 il



5

Jus ﬁnm'gg’qgﬂ’u&'%‘@&«‘%q‘%q:’ qgﬂ'ﬁ'@ﬂd’q@:‘%«ﬁn'ﬁq:
q‘é’q'q%' ;:'ﬁn:'sq@'ﬁ:1R'ng'%q'&fqamnﬁnﬁﬁ%ﬁn'ﬂ(‘a\iqﬁ‘

R NRR TR FU RGN PRH RN RBTRRADUTG RAFREWFA
= QEH]N‘%JR’ WRE HGFRTX éﬂ}«g:’%ﬁﬂx’ ﬁq’ﬁqsq@%«ﬁw
AR ELIGEERN ] ﬁ‘wwaﬂﬁﬁv@wéé‘“’a"gﬁ.gﬁg&\ﬁ@ﬁq
0\4“TNEW”T@R%(Q“{M'ﬂﬁq‘%ﬁﬁﬁw

a%qﬁ@*iqw@w A TN YR E RET KR T

v“v"\ vA v 'A v v
Q§ﬂ] ‘T‘ SN q‘:l RSIAENN" 2094 6% 3\1‘ 9



PREAMBLE

WHEREAS the Constitution provides the Royal Audit Authority of
Bhutan as an independent Authority; and

WHEREAS in keeping with His Majesty’s vision to enhance
accountability and proper utilization of public resources through
effective auditing and reporting without fear, favour or prejudice, and
to promote Good Governance;

Parliament of the Kingdom of Bhutan hereby enacts as follows:
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CHAPTER 1
PRELIMINARY

Title
1.  This Act is the Audit Act of Bhutan 2018.

Commencement

2. This Act comes into force on the 6" day of the 6™ month of the
Earth Male Dog Year corresponding to the 18" day of July 2018.

Extent

3. This Act extends to the whole of the Kingdom of Bhutan.

Principal objectives of the Act
4.  The Principal objectives of this Act are to:

(1) Promote accountability, transparency, integrity and value

for money in public operations;

(2) Confer on the Authority adequate powers necessary to carry
out the audits without fear, favour or prejudice; and

(3) Protect constitutional independence of the Authority.

Repeal
5. The Audit Act of Bhutan 2006 is repealed.

Audit Act of Bhutan 2018 2
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CHAPTER 2
Establishment of the Authority

Royal Audit Authority

6.

10.

There shall be an independent Authority to be known as the Royal
Audit Authority which shall be the Supreme Audit Institution of
Bhutan.

The Authority shall be headed by the Auditor General.

The Auditor General shall be assisted by an Advisory Committee
in discharging his or her mandates including, making major

policy and executive decisions of the Authority.

The regional offices shall be established as may be required for

its effective functioning.

There shall be Regional Offices and Training Center of the
Authority and it shall be headed by senior officials of appropriate

ranks.

Functional independence of the Authority

11.

12.

The Authority shall enjoy full functional independence including
planning and programming, investigation and reporting with
regard to Auditing.

The Authority shall exercise its powers and perform its functions

without fear, favour or prejudice.

Audit Act of Bhutan 2018 3



jr RARARESA fRacE wea S'ﬁ'é"’%"gﬁ'qqﬁ"’a‘#{’w"%’
qsq@aw'a%’q&'aﬁfﬁﬁ'&’ﬁqam\ng RNE WRE ARRAEFAN

g;'t?]' Ry w=g ﬁax'q?:’q@qqm'%’?ém

RRRRBFYREA AR =R AR]

" @”'ﬂ@“ﬁ“ ﬁ““'qgﬁ'@'*“'ﬁ“‘mﬁﬂ'ﬁ‘"ﬂﬁl"ﬁfiﬂ' %@N@W
ASAEER]

. nsq'r?qawq%ﬁ]’{q'sq' e ma'qa'a‘rﬁﬁ'a?@x' g@awsq@’{q'
ﬁ'@mq’&ﬁ'ﬂﬂn‘%&"ﬁ@ @m'q@:@]«' h’«gq‘@‘an«mwé'
A G ARF R

26. n]oq'&3’@04'&7:«'%x'ﬁgm@’{a\'@' @'iﬂ«'@'g]«%ﬁ@%‘quw
@N'w%q' ﬁz\:’m%&'gq'mq'n‘\wﬁqtzagq@ @:ﬁ«i}'&la ABX

B AR A A RS R

AYRNYRRRER]

). iq;.ng@,ﬂ. *"E]'“N'gﬂN'a'ﬂa'“ﬁﬁ'é' @"“’I@:‘%ﬂﬁ“}%‘ﬁ'
iﬂ«'ﬁ&ﬂ%qu ?ﬁmngqﬁq' an'qr?wn‘s"@' x:'ﬁq:’a’n]mw
AR YRR

94 ﬁn:‘q&'q@m' %q&’qnsaﬁam'ﬁﬁaﬁm' %N‘(%n'ﬁxm'@q’arazﬁ'
28 ﬁn&'q‘éq@mt\rqaq’qwqqqé' qﬁ'nqq'ﬁf:' q?q’a’:' ZHar
ﬁ'aw @RN'qEq'qnﬁ'aa' XRRRRAR ﬁﬁ:’éﬁfu’ﬁ'

~

v“v"\ vA v vA v v
Q%’T‘ ’ﬂ SN q‘:l RSIAENN" 2094 6% 3\1‘ 'S



13.

The Authority in exercising its powers or functions shall not
entertain direction of any person or authority except as otherwise

provided in this Act.

Financial independence of the Authority

14.

15.

16.

The State shall make adequate financial provisions for the
independent administration of the Authority.

The State shall institute effective mechanism to implement the
Constitutional provision as in section 14 of this Act.

In case of the decision of Parliament on National Budget is
delayed, Ministry of Finance shall provide the Authority with
interim funds, which shall be at least equal to the previous year’s
current budget.

Independence of human resources

17.

18.

The Authority shall determine its organizational structure
in consultation with Royal Civil Service Commission and

administer it independently.

The Authority shall have independence and powers to regulate
appointments, management and dismissal of its staff other than

the Auditor General in accordance with the Civil Service Act.
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The Appointment of Auditor General

19. The Auditor General of Bhutan shall be appointed by the Druk
Gyalpo from a list of eminent persons recommended jointly by
the Prime Minister, the Chief Justice of Bhutan, the Speaker,
the Chairperson of the National Council and the Leader of the

Opposition Party.

Eligibility and qualifications of Auditor General

20. Aperson eligible for appointment as Auditor General shall:

)
2)
3)
4)

)
(6)
(7)

(®)

)

Be a natural born citizen of Bhutan,;
Not be married to a person who is not a citizen of Bhutan;
Have a minimum qualification of formal university Degree;

Have a minimum work experience in Government or

public service for 25 years;
Be a person of high moral and integrity;
Have no political affiliation;

Not hold any office of profit whether public or private or in
Civil Society Organizations;

Not have been terminated or compulsorily retired from the
Government or public service;

Not have been convicted of a criminal offence and sentenced
to imprisonment;

Audit Act of Bhutan 2018 5
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(10) Not be in arrears of taxes or other dues to the

Government; and

(11) Not have been disqualified under any other laws.

Oath or Affirmation of Office

21.

22.

The Auditor General shall, before assuming office, take an oath or
affirmation of office as provided in the Third Schedule of the
Constitution of the Kingdom of Bhutan.

The Chief Justice of Bhutan shall administer the oath or affirmation
of office under section 21 of this Act.

Tenure and Service conditions of the Auditor General

23.

24.
25.

26.

27.

28.

The term of Office of the Auditor General shall be five years or
until attaining the age of sixty-five years, whichever is earlier.

The Auditor General shall not be eligible for re-appointment.

The salary, allowances, benefits and other service conditions of
the Auditor General shall be as prescribed by the Entitlement
and Service Conditions Act for the Holders, Members and
Commissioners of the Constitutional Offices.

The Auditor General may, before the expiry of the term, resign
after submitting a notice in writing at least thirty days in advance.

The power to accept such resignation shall be vested with the
Druk Gyalpo.

The Auditor General can be removed only by impeachment.

Audit Act of Bhutan 2018 6
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29. The vacancy of the post of Auditor General shall be filled within
a period of thirty days from the date of such vacancy.

Service conditions of the employees of the Authority

30. Except for the Auditor General, the service conditions of the
other employees shall be in accordance with the Civil Service
Act.

Acting Auditor General

31. The Joint Auditor General shall be the Acting Auditor General
to fill the vacancy arising from death, resignation, permanent

incapacitation or removal of the Auditor General.

32. The Auditor General shall, during his or her temporary absence
from the office, designate Joint Auditor General or in his or her
absence, a Deputy Auditor General to carry out routine functions
of the Authority.

33. The nature of functions that may be performed by the officials
designated or appointed under Section 31 and 32 in this Act shall
be governed under the regulations framed under this Act.

Responsibilities of Auditor General
34. The Auditor General shall:

(1) Carry out responsibilities as mandated by the Constitution

Audit Act of Bhutan 2018 7
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2)

3)

4)

)

(6)

(7)

(®)

and implement the provisions of this Act;

Carry out his or her responsibilities with utmost loyalty
and dedication to the Tsa-wa-Sum, unaffected by any
consideration for those in positions of power and influence
and showing no discrimination whatsoever in the line of his

or her work;

Provide strategic leadership and encourage high standards
of propriety to the employees of the Authority;

Provide the direction, control and supervision on all matters
relating to the Authority;

Abide by the Code of Professional Conduct prescribed
under this Act;

Require all employees of the Authority comply with the
Oath of Good Conduct, Ethics and Secrecy of Auditors and
other applicable code of conduct;

Forward significant fraud and corruption cases to Anti-
Corruption Commission, requiring further intervention by
the Anti-Corruption Commission as deemed necessary by
the Auditor General; and

Perform such other duties, in relation to the accounts of
bodies administering public funds, as may be prescribed by

law.
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35. The Auditor General shall be held accountable for the Authority’s
non-compliance with the provisions of this Act and for any act
contrary to the objectives and functions of the Authority

CHAPTER 3

Code of Professional Conduct

The Auditor General’s Code of Professional Conduct

Compliance

36. The Auditor General shall have the moral integrity required to
competently, efficiently and professionally carry out his or her
tasks.

37. The Auditor General shall ensure that the integrity of the
Authority is maintained.

Responsibility
38. The Auditor General shall ensure that his or her conduct
is consistent with the dignity, reputation and integrity of the

Authority and the sovereignty and integrity of Kingdom of
Bhutan.

Accountability

39. The Auditor General shall have a duty to account and be held
accountable for the policies, decisions and actions of his or her
own and of the Authority.

Audit Act of Bhutan 2018 9
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Confidentiality

40. If public interest so requires, the Auditor General shall maintain
confidentiality of any matter.

Integrity

41. The integrity of the Auditor General shall be beyond reproach
and shall not be influenced in any manner whatsoever by any
individual or body of individuals in the discharge of official
duties.

Selflessness

42. The Auditor General shall take decisions solely based on the

public interest and not on any other factors.

Transparency

43. The decisions and actions of the Auditor General shall be
transparent and he or she shall give reasons for his or her

decisions.

Personal Conduct

44, The Auditor General having been entrusted with the sacred
responsibility to serve the Tsa-wa-Sum, shall:

(1) Refrain from indulging in habits and behavior that infringe
upon the performance of official duties or tarnish the image
of the Auditor General, the Authority or the Country;

Audit Act of Bhutan 2018 10
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(2) Not do or direct to be done, in abuse of his or her office
or power, any act prejudicial to the rights of any other
person knowing that such act is unlawful or contrary to any

government policy;

(3) Not maintain or operate a bank account in any country
outside Bhutan;

(4) Notprovideinformation, which is detrimental to the prestige,
territorial integrity and sovereignty of the Kingdom; and

(5) Not accept any gifts or presents except as permitted by

relevant laws.

Conflict of Interest

45. The Auditor General shall ensure that no conflict of interest arises
or appears to arise, between his or her public duties and his or her

private interests, financial or otherwise.

46. A conflict of interest may exist when the Auditor General is
influenced or appears to be influenced by private interests.
Private interests include financial or other interests of the Auditor
General’s spouse or dependent.

47. The Auditor General shall:

(1) Declare the assets and liabilities, including the assets and

Audit Act of Bhutan 2018 11
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liabilities in the name of his or her spouse and dependants
within three months after the appointment, annually there
after and three months before leaving the office, to the Anti-

Corruption Commission;

(2) Not undertake any private trade or commercial activity or
additional employment;

(3) Nothold chairmanship or membership in a public or private
company whether it carries remuneration or is honorary
other than as may be required in his or her official capacity

as the Auditor General,

(4) Notactas consultant to any company, business or association
or provide assistance to any such body, except as may be
appropriate in his or her official capacity as the Auditor

General;

(5) Not be a member of, belong to, or take part in any society
the membership of which is incompatible with the functions

or dignity of his or her office; and

(6) Not make any unauthorized commitment or promise that

purports to bind the Government.

48. The Auditor General shall declare any potential conflict of interest
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before undertaking any particular audit or other duty concerning
a particular person or entity.

49. The Auditor General shall maintain the highest degree of

incorruptibility.

50. The Auditor General may exclude an official from an audit if he
or she considers there is a reasonable cause to doubt the existence
of a conflict of interest.

Code of conduct for the employees of the Authority

51. The employees of the Authority shall comply with the Oath of
Good Conduct, Ethics and Secrecy of Auditors of the Authority,

prescribed under the Civil Service Act and other relevant Code
of Ethics.

Violation

52. Violation of this Act by the Auditor General shall be a ground for
his or her impeachment.

53. Violation of the Code of Good Conduct, Ethics and Secrecy of
the Authority by the employees shall be a ground for disciplinary
action.

54. 1If the conduct constitutes a criminal offence, he or she shall be
punishable under applicable laws.
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CHAPTER 4
Powers of the Authority

General Powers of the Authority

55. The Authority shall have powers to:

(1)
2)

3)

(4)

)

(6)

Enforce the provisions of this Act;

Set or revise its vision, mission and goals and formulate
strategic and operational plans for effective discharge of

its mandates;

Issue statements on the Generally Accepted Auditing
Standards or adopt international standards and other best

practices;

Require the agencies to provide technical and professional
support as may be necessary and warranted in proper

discharge of audit function;

Develop and implement training programmes at national
and international level which ensures that employees of
the Authority remain competent to carry out their duties
in accordance with the prevailing standards and

practices;

Make financial commitments, including contracting for

professional services in accordance with the governing
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policies and procedures of the Government where deemed

expedient for the discharge of its functions under this Act;

(7)  Enter into agreements with, and receive and manage
funds from donors for capacity building of the office in
accordance with the governing policies and procedures of
the Government;

(8)  Enter into Memorandum of Understandings, Statement
of Commitments or any other institutional cooperation
including becoming member of national or international
professional bodies, institutions and organizations on
such matters including professional development of the
Authority in accordance with the governing policies and

procedures of the Government;

(9)  Determine and collect fees for trainings and use of its

facilities in accordance with any other laws;

(10) Represent the Authority at home and abroad in matters
relating to auditing and such other matters as may be
relevant for efficient and effective functioning of the
Authority;

(11)  Provide the Parliament, Government and any public
entity, its professional opinion on policy and legal

framework and matters relating to financial management
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or others as deemed necessary for effective discharge of

the Authority’s functions;

(12) Require the procuring agencies and regulatory agencies
to provide quality test results or carry out sample test
for the construction works, materials procured including
medical and other items. The Authority may also carry
out such quality tests independently, where practicable

and appropriate;

(13) Appoint persons, professional firms of accountants,
organizations or companies empanelled with the Authority
to perform any particular audits including statutory audit of
public enterprises, Civil Society Organizations, Religious
Organizations, Non-Governmental Organizations, Trust
Funds and such other organizations and associations in
accordance with Policy or Rules and Regulations framed

under this Act and other relevant governing legislations;

(14)  Charge audit fee from international agencies and others as
determined by the Authority from time to time for audit

services rendered in accordance with any other laws;

(15) Require the Civil Society, Religious and other
organizations whose audit services are outsourced to

private auditors by the Authority to partially or fully bear
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(16)

(17)

(18)

(19)

audit fees and expenses, as the Authority may consider

appropriate;

Require the audited agencies in consultation with the
concerned audit team to fix the accountability through
signing of accountability statement for audit observations
for the financial, compliance, performance audits and any
other audits in a transparent and fair manner within time

frame prescribed by the Authority;

Fix the accountability, if the auditee agency fails to take
action as per section 55(16) above, the overall supervisory
accountability shall invariably be fixed on the head of

auditee agency.

Receive and hear complaints from those who have been
unfairly or wrongly held accountable and included in
the Accountability Statement; and may if considered
necessary, independently ascertain whether the process of
fixing the accountability is fair and transparent and that
the accountability is fixed only on those responsible for
the lapses, losses and irregularities;

Remove the names of those from the Accountability
Statement who have been held wrongly or unfairly
accountable, and include names of those who are

accountable based on the Authority’s review of accounts
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(20)

21

(22)

(23)

and operations of the audited entity and upon carrying
out such additional verifications and reviews as may be

considered necessary by it;

Hold those including head of auditee agencies accountable
for their failure to take appropriate actions on lapses and
deficiencies and for occurrence of irregularities repeatedly,
and deny their Audit Clearance Certificates until such
time corrective actions are taken and audit observations
resolved;

Levy penalty of 24 percent per annum on financial dues
to the Government or to the public entities resulting from
the audit report for the amount not deposited within the

prescribed time frame;

Institute Auditor General’s Compliance Assurance Award,
Significant Audit Observation, Auditor of the Year Award
and such other incentive schemes as may be necessary for

promoting innovation, creativity and professionalism;

Institute such award schemes and issue citations to
audited entities, individuals and firms including those
providing information to Authority on misappropriation
of funds and properties and other lapses and irregularities
of serious nature to instill accountability, integrity and
recognize and promote excellence in public service;
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(24)

(25)

(26)

27)

Establish various committees of the Royal Audit Authority

for effective functioning of the Authority,

Represent the Kingdom in the fields of auditing in

national, regional and international arena;

Cooperate with international and regional accounting
and auditing associations and bodies in the development
and application of the generally accepted auditing
standards, principles and practices in line with acceptable

international standards and practices; and

Require every person employed in the Authority to

comply with any security requirements.

Powers relating to Auditing, Reporting and Follow up

56. The Authority shall have powers to:

(1) Determine the objectives, scope, frequency and findings of

2)

audits in accordance with the laws and Generally Accepted

Auditing Practices;

Determine the audit observations to be included in the
report in the light of findings made by the auditors and
explanations, justifications and evidences furnished by the
auditee agency;

(3) Establish requirements that copies of audited financial
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statements, performance and other reports of agencies be

delivered to it,

(4) Settle the audit observation in the light of justifications
and additional evidences provided, compliance made,
improvement noted and nature of audit observations
involved, as may be appropriate and exercising professional

judgment in settling the audit observations;

(5) Not to accept responses, actions, regularization or
ratifications of auditee agency and other authorities which
are not consistent with relevant laws, rules and regulations,
prudent and sound financial management practices and in

deviation to other established criteria and conditions;

(6) Re-audit accounts and operations of any organization
or its specific matter and account under its jurisdiction
if considered necessary by the Auditor General subject
to the conditions that there are additional evidences and

information to do so;

(7) Consider revision of audit opinion on its own or upon
receipt of request from an appropriate authority along
with statements of circumstances for revision of audited
accounts and or auditors’ opinion, as the case may be for

better compliance or fairer presentation of the financial
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statements if found appropriate; and

(8) 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.

57. Institute mechanism to receive information from third parties
including whistle blowers.

58. Exercise such other powers as may be necessary in proper
discharge of Authority’s responsibilities.

59. Final authority to settle or resolve any audit issues shall rest with
the Authority.

Powers to frame Policy, Guidelines, Rules and Regulations

60. The Authority shall have the power to frame rules and regulations,
policy, procedures and guidelines as may be required for
effectively carrying out its functions, duties and responsibilities

provided under this Act.
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Power to access to information

61. In the exercise of the duty mandated under this Act the Authority
shall have the powers to:

(1) Unhindered access to all of books, accounts and related
records, personnel records, information, performance
monitoring and evaluation reports, records and reports
pertaining to internal audits, and such other records, reports
and documents as may be required for audit, wherever such

records are kept;

(2) Access to bank statements of agencies audited, suppliers,
individuals and other third parties in accordance with the

laws, if required by the Authority;

(3) Enforce or initiate enforcement action to secure access to
needed records, which are not produced. The Authority may
seal, search and seize documents and other related records
in accordance with the laws, and keep those under proper
custody and control where it is considered necessary for its
audit or where circumstances indicate possible risks of loss

or manipulations of information and documents;

(4) Require the authorities including law enforcement agencies
to extend necessary support to the Authority for exercise of
enforcement actions to secure needed access to records and

documents where necessitated;
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62.

)

(6)

(7)

(8)
)

Obtain Court Order to secure needed access to the accounting

records, documents and information if necessitated;

Enter into agreements or arrangements with relevant
agencies outside the country for securing needed access
to premises and records, information and documents in
relation to public operations in accordance with governing

policies and procedures of the Government;

Inspect, examine, take photograph or perform such auditing

procedures on any matter;
Access to premises, office space and other facilities;

Require the bank to produce related documents or provide
any information relating to audits under the jurisdiction of
the Authority;

(10) Access to personal bank accounts subject to production of

warrant issued by the Court of Law or written consent of
the concerned account holder; and

(11) Enter into and remain on a public entity’s premises.

The Auditor General or anyone authorized by him or her upon

written notice may require any one currently or previously

involved in the activities under audit to:
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63.

64.

(1) Provide a written explanation of any related matter; or

(2) Attend and give evidence, affirmation or otherwise, before
the Auditor General or the designated person.

The Auditor General shall have power to obtain information
from individuals who have been participants or beneficiaries, and
those who may be providers of services.

The auditor exercising such powers to access to premises and
other information shall produce proof of identity issued by the
Authority.

Powers of Authority vested on Auditor General

65.
66.

Powers of the Authority shall be exercised by the Auditor General.

The Auditor General may delegate his or her powers to employees
of the Authority but such delegation shall not absolve the Auditor
General of his or her responsibilities assigned under this Act.
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CHAPTER 5

Functions and Jurisdictions of the Authority

Functions

67. The Authority shall promote accountability, transparency
and integrity in public operations through its reports and
recommendations.

68. The Authority shallaudit and report on the economy, efficiency
and effectiveness in the use of public resources.

69. The Authority shall carry out performance, financial, compliance,
special audits and any other form of audits that the Auditor
General may consider appropriate.

70. Performance audit include but not limited to examination and

71.

reporting on the economy, efficiency and effectiveness in public
operations on selected schemes, themes or topic as may be
considered necessary by the Authority.

Financial Audits shall include audit of Annual Financial
Statements of the Government, Project Letter of Credit Account
(PLC), Financial Statements pertaining to the Letter of Credit
(LC) Account, Current Deposit (CD) Account and Revenue
operations of Government agencies and the financial statements
of other entities covered under section 90 of this Act.
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72. For the audit of budgetary operations, Revenue Collection and
Deposit Accounts and other accounts in respect of which there
is no specified legal requirements for the Authority to certify
such accounts on annual basis, the Authority shall determine the
extent of financial audits of such accounts it may require to carry
out each year for it to obtain reasonable assurance for certifying
the Annual Accounts of the Government.

73. Financial audit include expressing opinion as to whether
the financial statements have been prepared in accordance
with applicable financial reporting standards and regulatory

framework, including but not limited to:

(1) The financial transactions comply with the existing laws and
the evidence relating to items of income and expenditure

are sufficient;

(2) The amount appropriated have been expended for the
specified programs and tasks within the approved budget
limits;

(3) The accounting and related system of controls, financial
or otherwise including the arrangements for internal audit
and internal control of cash, kind and other public property
against any loss, damage and abuse are adequate; and
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(4) The accounts of revenue, taxes, other incomes and deposits
are accurate and the system relating to assessment,

realization, recording and methods of reporting are adequate.

74. Compliance audit may cover a wide range of subject matter
providing assurance to intended users about the outcome of the
evaluation or measurement of a subject matter against suitable

criteria through independent assessment whether:

(1) Applicable laws, rules, regulations, policies, directives,
systems and practices are complied with and systems are

instituted to identify them and monitor compliance thereof;

(2) The accounts have been maintained in the prescribed
forms and such accounts fairly represent the position of the

transactions;

(3) The program implementations are adequately monitored to

avoid incidences of cost and time overruns;

(4) The inventory of public properties is accurate and up-
to-date, and custody, control, management and physical
safeguard measures instituted are adequate;

(5) Physical assets and infrastructures reported actually exist
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and confirm to the required specifications and standard;

(6) The available resources including human, financial and
other assets are properly utilized;

(7) The debts, liabilities and specific purpose funds are recorded
accurately and managed properly; and

(8) The implementation of programs and activities areas
planned and the intended objectives achieved.

75. Conduct special audits and any other form of audits as the
Authority may consider significant and necessary including
the investigation and in-depth examination of accounts and
operations of the entities under the Authority’s jurisdiction.

76. Conduct the audit on assessment, collection and accounting of
taxes and revenues including examination of tax files and returns

of individuals and entities.

77. Conduct the audit of aid, grants, loans, public debt, reserves,
revolving funds, trust funds, welfare funds and specific purpose
funds established by public institutions.
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78.

79.

80.

81.
82.

83.

Conduct environment audits in respect of any activity involving

public funds and resources including natural resources.

Carry outsuchreviewsto see that the Information, Communication
and Technology and other technological systems developed are
appropriate and adequate controls and security measures are
instituted including organizational, system development and

operational controls, disaster recovery and back up plans.

The Authority may conduct cooperative audits including joint
audits, trans-regional audit and any other form of audits in

collaboration with other individual or agencies or another State.
Conduct pre-audit in specific areas if considered necessary.

Conduct any other theme-based audit including, audit of
sustainable development goals, gender based audit, multilateral
accords, agreements, convention, protocols and may embrace

emerging audit approaches as deemed appropriate.

Provide comments and views on fiscal and macro-economic
sustainability, fiscal and monetary and such other policies relating

thereto as the Authority may consider appropriate.
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84.

85.

86.
87.

88.

89.

Carry out any other review or evaluation that may contribute
towards promoting integrity, efficiency, transparency and

accountability in public operations.

Issue audit clearance certificates to civil servants, public officials,
contractors, consultants, suppliers and individuals as may be
required.

Maintain Audit Recoveries Account with the designated Bank.

Explore and acquire international clientele such as audit of
United Nation agencies, other international and regional bodies

for fees in accordance with relevant laws.

Conduct proper and timely audit of public funds utilized by the
agency of Government, corporations and other entities covered
under section 90 of this Act.

Carry out such other functions as deemed necessary for effective
implementation of this Act.

Audit Jurisdiction

90.

The Authority shall conduct audits of the following:

(1) Accounts of the budgetary bodies including agency of

Government;

(2) Foreign assisted, donor assisted or special projects of the
Royal Government;
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)

(4)
)
(6)

(7

®)
)

Embassies, consulates and other foreign-based government

agencies;
Zhung Dratshang, Rabdeys and all related institutions;
Defence and Security Services;

Constitutional bodies; Commissions and any other

government agencies;

Autonomous state colleges, universities and all autonomous
bodies of the Royal Government;

Registered Political parties;

All state enterprises in which government has stake,
financial institutions including the Central and other Banks
and their subsidiaries established under the laws of Bhutan

in which the Government has an ownership interest;

(10) All entities including non-governmental organizations,

foundations, charities and civil societies fully or partly
funded by the Government; whose loans are approved or
guaranteed by the Government; and those receiving funds,
grants and subsidies directly or through the Government
and collections and contributions from people and fund
raised through lottery;

(11) Any entity whether private or public engaged in extracting,

processing, trading and mining of natural resources of the
State;
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91.

(12) Any other public interest entity, if considered necessary by
the Auditor General;

(13) Accounts and operations of international agencies based in

Bhutan, if required under specific arrangement; and

(14) Any entity or activities upon command of the Druk Gyalpo.

Notwithstanding the provision of any laws relating to the accounts,
and audit of any public or private entities, the Parliament, by
resolution, may direct that the accounts of such entities be audited
by the Authority.

CHAPTER 6
Auditing and Reporting Standards

Standards and Practices

92.

93.

The Authority shall establish its own auditing, reporting standards
and practices that will meet the highest auditing and reporting
standards.

The Authority shall publish standards and practices in an
appropriate manner to make the proposal known to the public
and invite comments before adopting such standards.
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94.

95.

96.

97.

98.

99.

An auditee shall submit annual financial statements for
their operations for audit in accordance with standards and

requirements established by laws.

The Authority may rely and use the reports of the audits performed
by other organizations including internal auditors if they conform
to the standards acceptable to the Authority.

Audit methods shall be adapted to the progress of the sciences
and techniques relating to sound financial management and

reporting.

The Authority shall intimate an entity to be audited before starting

the audit unless it is a special investigation audit.

The Authority shall strive to cooperate and participate in
International Organization of Supreme Audit Institutions activities
and establish linkages with other Supreme Audit Institutions,
Professional Accountancy Organizations and other relevant
institutions, to keep abreast of emerging issues and promote
knowledge sharing in order to enhance the professionalism and
adopt good practices.

The Auditor General shall review at least five years the auditing
system for maximizing and utilizing the use of public funds and

optimizing the values for its intended purpose.
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Audit Report

100.

101.

102.

103.

104.

105.

106.

107.

108.

The Authority shall promote economy, efficiency and
effectiveness in the use of public resources through its reports
and recommendations.

The Authority shall issue Compliance, Financial, Performance

and any other audit reports as appropriate.

The Authority shall report on whether the agencies concerned
comply with the Will of the Parliament expressed through budget
appropriations.

The report covering the financial operation of the agency shall
contain the Authority’s opinion on the financial statements in
accordance with the applicable financial reporting framework.

The report shall invite attention to the cases and indications
of fraud, abuse or illegal acts, as well as non-compliances of

budgetary and accounting norms.

The report shall also disclose appropriate supplementary
explanation and information about the financial statements,
monthly and annual accounts, as well as violations of legal or the

regulatory requirements, including instances of non-compliance.

The report shall conform to the applicable national and
International Auditing Standards and other reporting standards
and requirements, as may be adopted by the Authority.

The Audit Report shall be addressed to the head of the audited

entity or such other specified persons.

For the audit of Royal Bhutan Army and Royal Body Guards, the

audit report shall be addressed to the Minister of Finance.

Audit Act of Bhutan 2018 34



09, %N'?%n‘gq'@'ﬁ' %N'?%:1'@:1'3\4'6@a‘@umwﬁaﬂ?ﬁ'a“ 5 wsg q%'
qa&'&aqﬂm'q"ﬁﬁ'aqi'na'ﬁ'“f@'@nam'ﬁiﬂ

704 é‘”‘“l@“’“%”l"‘“l‘i“ﬂ"?’ﬁ" ﬁ%‘é"?}%“"‘?‘“@'ﬂi' %‘“"3‘“"%%'@'
g iﬁm%mﬁwﬁ%qam.ﬁaﬂ

900 ﬁm:ﬂ“éq@«' gﬁ'@aﬂqm'gw'ﬁa'aﬁmaqwé@qa':qu'kg
‘%ﬁ'@é‘ﬂ"ﬂ'%“?'aﬁ'ﬁ' Faramen )|

. H]NR'ﬂa'qqk\l‘@ﬂd'@'ﬂwxﬂ“ﬁq‘@'ﬂ]qﬁﬂ'N'éq'na'?j'ad' =T
qmﬁ'a«'?a’q'%' W= q&x’n}’q’qqiw%ﬁqw W= %N'am“ﬁm'
I W=y “riaw'a\?l?]«'ﬁwﬁq'qﬁ&'m'@m'ﬂ&’f‘étw@w g?ﬁ::'z?]'
;5,41.513.3:“1%;“.5@“; wﬁmn'%ﬁ'wa'g'wq'@@'?g’qaliq'113'
P IRGRGIA|

Tag3vigg

997. %N'%n‘&’z:w@m@w %N“Il"al%ﬂ]'RI%'E]'%ﬁ'@"%ﬂ'aﬂ'q?ﬁQ§§'QEQ'
N Way<In@uygqy InFaRRAFnaG Ry =
Q agn]'gm'il"al?éq'ﬁ: g’q%q’ @%ﬂ«'msw'@gm'ﬁﬁﬂ

292 %ngx‘%«ﬁwgqg&q: n]@:'n“]%ngx‘agm‘aﬁm%«ni{ﬁé&
INAIDIRRINAR RN FRRAR REFEY RFHFU<A
TFRIRAGY  PRTGRARN AN TRV YRR ARG gy
o

174 WgINATYAGAFGTRH|
(y) NamAFFIR ByRaRsaEgEy AgRgDUERTE

'A'A 'A v 'A v v
ngf‘ ’ﬂ SN G‘q RS EFNN 2094 5% 3\]‘ 39



109.

110.

The Authority may, depending on the nature and relevance
of report, decide whom the copies of the report is required be

submitted to.

Confidential information may be covered in a separate report
which shall not be divulged or released prior to its authorized
release, or revealed to other parties not concerned, without prior
clearance and approval of the Auditor General or his or her duly

designated representative.

Annual Audit Report

I11.

112.

113.

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.

The Annual Audit Report shall contain the result of the audit
of the Annual Financial Statements of the Government and the
overall financial condition and recommendations to improve the
economy, efficiency and effectiveness of the Government.

The Annual Audit Report shall include:

(1) Aspects of economy, efficiency and effectiveness in the

public operations;
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2)

3)
4)

)

(6)

(7)

(®)

)

The report on the accounts and operation of the Authority
for the previous fiscal year and the external auditor’s report
on the financial propriety audit of the Authority’s own
accounts of the past financial year;

Works performed by the Authority during the previous year;

Cases of fraud and corruptions, mismanagement and
malpractices, violation of laws, rules and regulations,

shortfalls, lapses and deficiencies;

Cases where the Authority did not receive responses to
preliminary audit observations and Action Taken Report
on the final audit report, and significant cases where
the Authority did not receive acceptable response or

cooperation;

Significant audit findings and recommendations for
improvement of agencies audited;

Future course of action in the interest of enhancing
accountability and improving auditing operation capacity;
Summary of significant issues and recommendations from

the Performance Audit reports issued by the Authority;

Total number of Audit Reports issued with adverse opinion,

qualified opinion and clean opinion;

(10) Report on any activities where the Authority could not

deliver due to limited resources and any matters that may
have affected the Authority’s ability to perform work in
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accordance with this Act and conditions necessary to

independent and effective functioning of the Authority and;

(11) Any other matter based on audit observations that the
Auditor General, in his or her opinion, considers to be

significant.

114. The Auditor General may submit to His Majesty the Druk
Gyalpo, the Prime Minister and the Parliament, any other report
including the Auditor General’s Advisory Series and Occasional
Papers covering specific or range of issues intended towards
promoting accountability, transparency, integrity and value for

money in public operations.

Tabling of audit reports to the Parliament

115. The Auditor General shall submit the Annual Audit Report to
Parliament and any other audit reports including performance

audit reports as the Auditor General may consider significant.

116. Any audit report submitted to Parliament shall be tabled before
the Joint Sitting of Parliament in the manner established for the

purpose.

Publication and circulation of Audit Reports

117. Upon tabling the reports in Parliament, the Authority may upload
the reports in webpage and make available to media in line with
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the Policy Guideline on Media Communication framed under
this Act.

Admissible period to respond

118. All audited entities must respond to the Authority within the time

frame as specified hereunder:

(1)

2)

3)
4)

)

Submission of annual financial statement by the entities,
within two weeks of request;

Response to initial audit observations, within one month of
the issue of audit observation;

Response to agency specific reports, within three months

Response to draft Annual Audit Report, within one month
of the issue of the draft by the Authority.

Response to draft Performance Audit Report, within
one month of the issue of the draft report or as per the

Performance Audit Guidelines.

Follow up of Audit Report

119. The concerned audited agencies and other concerned authority

shall be responsible to take timely follow up actions on audit

reports issued under this Act.
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120.

121.

122.

123.

The agency concerned shall take action on audit observations
and ensure that any fund or property misspent, misused or wasted

is recovered within the stipulated deadline.

In respect of cases referred to the Court of Law, the audit
observations shall be settled in line with the decision of the Court
on matters covered by the ruling of the Court.

The Authority shall issue reminders on reports not being acted
upon and if there be further non-compliance and non-cooperation,
a defaulting agency shall be questioned and required to submit

explanation.

Any serious cases remaining unresolved for 12 months after
deliberation in the Parliament shall be referred to the Court of
Law by the agencies concerned. Failure to refer such cases to the
Court of Law shall result in denial of Audit Clearance Certificate
to the Head of agencies concerned.

Retention of the document

124.

125.

Authority shall retain the accounting and financial records as

stipulated in the Financial Rules and Regulations.

The retention of documents pertaining to settled audit reports

shall be 12 months from the date of the closing of the audit report
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file upon settlement of all audit observations.

126. Upon settlement of all audit observations, the related audit report
file shall be closed under the seal and signature of the officers
authorized by the Auditor General for the purpose.

127. The electronically archived documents and records of continuing
significance in future shall be retained for such period as deemed
appropriate by Authority.

128. The destruction of accounting and audit related records may
be made in accordance with the procedures stipulated in the
Financial Rules and Regulations.

CHAPTER 7
Accountability of the Authority

129. The Authority shall exhibit highest degree of accountability in its

actions and operations.

130. The operations of the Authority shall be subject to the standards
and requirements established by this Act or other relevant Laws.

131. The Parliament shall appoint or authorize the Public Accounts
Committee to appoint independent auditors with appropriate
terms of reference for a term not exceeding three years for
auditing the annual accounts of Authority.
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132. The audit fee and the expenses of the auditors shall be in
accordance with the level of fees and expenses approved by the

Authority for statutory auditors.

133. The Authority shall provide its financial statements and
operational information to appointed auditor within 45 days after
the end of a fiscal year.

134. The Auditor shall:

(1) Submit a report on any matter related to the operations of
the Authority without fear or favour or prejudice, to the

Parliament; and

(2) If required testify before the Parliamentary Committee on
matters related to the operations of the Authority.

135. The Authority shall institute a system of internal audit and close
its accounts and operations audited by internal audit annually
which shall conform to the sound internal audit practices.

136. The Audit Committee of the Authority constituted under section
55(24) of this Act shall provide appropriate Terms of Reference
and oversee the effectiveness of internal audit and take actions on

internal audit observations.
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137. The Authority may undertake a peer review by a member of peer
organizations or other professional bodies from time to time to

ensure consistency and high standard of auditing.

138. The Auditor General, or anyone designated to do so by him or
her from the Authority may provide advice or information to a
person or entity relating to the responsibilities of the Authority.

139. Notwithstanding section 117, the Authority for greater
transparency and accountability shall also cause the external
audit reports of the Authority, peer review reports, and any other
reports to be in public domain as the Auditor General may deem

necessary.

140. The Authority shall observe the utmost financial propriety in its
own financial and budgetary operations.

CHAPTER 8

Protection of Information, Sources and Persons

141. The Authority shall maintain the confidentiality of the source of
any information received about potential offences, in good faith
and trust, under the laws of the Country.

142. The Authority shall not provide information to any member
of the public or any person or authority, if in its opinion, the

information has:
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(1) To be held confidential under national laws and accepted

legal practice;

(2) Commercial and industrial confidentiality of national

significance; and

(3) National  Security and larger public interest
implications under laws of the Kingdom.

143. The Authority shall give the same level of confidentiality and
protection as is required by laws of the Country for any secret
or sensitive material or evidence, written or otherwise, obtained
by or made available to the Authority from an entity pursuant to
this Act.

144. The Authority shall:

(1) Provide for the safety of person including whistle blower
whose assistance and cooperation had been significant and

material for an audit in upholding the public interests;

(2) Requirethe appropriate authorities to provide protection
and ensure safety of person whose support to the Authority
is significant and material for enhancement or safeguarding

of the national interest; and

(3) Require authorities to provide protection and ensure safety
of auditors, where, in the opinion of the Auditor General,
there is apparent risk and threat to their safety.
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145. Notwithstanding sections 141 to 144, the Authority may disclose,
for the purposes of publication in the media, such information as

it considers necessary in the public interest.

CHAPTER 9

Offences and Penalties

Offences
146. A person commits an offence:

(1) If a person will fully obstructs the Auditor General or any
person authorized by the Auditor General in the performance
of his or her functions under this Act; or refuses or fails to
give to the Auditor General or any person authorized by the
Auditor General, access to any property, books, records, or

other documents, information referred under this Act;

(2) If a person knowingly presents a false or makes false

statement with intent to deceive or mislead the Authority;

(3) Ifapersonfailstoprovidewrittenreplies toauditobservations

within the time frame stipulated by the Authority; or fails to
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furnish Action Taken Report on the audit report within the
time frame stipulated by the Authority.

Penalty
147. Person who is found guilty of:

(1) An offence under subsections 146(1) and (2) shall be liable
for petty misdemeanor, and;

(2) An offence under subsection 146(3) shall not be issued
an Audit Clearance certificate and shall also be liable for

administrative action, if necessary.

CHAPTER 10
MISCELLANEOUS

Immunity from prosecution

148. No legal proceeding or suit shall lie against any employee
or a person acting for the Authority in respect of their official
duties done in good faith or intended to be done pursuant to the
provisions of this Act.

149. Such immunity shall not cover corrupt acts committed by any
employee or a person acting for the Authority in connection with
the discharge of their official duties.
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Authoritative Text

150. The Dzongkha text shall be the authoritative text, if there exist
any difference in meaning between the Dzongkha and the English
text of this Act.

Rules of Construction

151. The use of singular shall include the plural.

Amendment

152. The amendment of this Act by way of addition, variation or

repeal shall be effected by the Parliament.

Definition:

153. For the purpose of this Act unless the context indicate otherwise,

the words, phrases and acronym are defined as follows:

(1) “Accounts” means the records, ledgers and books,
maintained under existing laws showing particulars of
transactions, and other documents substantiating such

transactions.
(2) “Act” means the Audit Act of the Kingdom of Bhutan.

(3) “Action Taken Report” means time allocated to auditee
entity to respond on audit observations.

(4) “Agency of government” includes executive, legislature
and judiciary.

Audit Act of Bhutan 2018 46



2 S AN A O\

(0 “BINEY” I&ARY AXIq wsy AnYRZNERIERay
WRE WA RENRRUAFN YN G N NGRRAN I G
wxg Rumen SETEN SHRAT Wy AudgRsed
ARRSAN JIF qENERFIRARAG IR
NRARANNYAE QN YTRT AR G|

(t) “%N'{%Q'&’RN'@Q"’ %R‘&'ﬂ%’ g'@&«‘%q’é’rﬁw QSR QA
ARy AGAAERR R T NG =g

(4) “qRRaEE” Ix&R] [RBANRY [YRYARIFF AR
ERTRA R & B B A qarmF agmaragal
R T IV R RSREF Y|

(1) “FNFIFIRANY” ITAQ] FUTNGRINFTRIRREY
PN INAIFIIRNR RQNENNRT ASRar RN Qs

g wsg ARTFEY|

(0 “sRen” 3R} agysRandgde|

(o) ‘=&Y INAAR mEyYRIVarasARawgs RaE
A

(79) ‘MG IR AgIFUNGRYT]

(9) “‘ARREY’ 3RAAY INTFEMANURR FRAGR AN
sesARdaer mgTREs Ansiss sevaRaBguds
T SAYTIHTIE  RGSISRFIRAE FI
AR5 3 xgmsy Ffgangied SNeEs BT

Rarwg mq‘&ﬁ'ﬂﬂﬂ'&ﬂ%‘@ﬁﬁ'&q‘

v“v"\ vA v vA v v
QQ”T‘ ’T‘ SN q‘:l RSIAENN" 2094 6% 3\1‘ ]



(5) “Audit”means formal inspection, investigation, examination
or review of an individual’s or organization’s accounting
records, operations, financial position, or compliance
with applicable laws, rules, regulations and standards and
ascertaining whether or not the intended objectives are

achieved.

(6) “Auditor General” means the Auditor General of Bhutan
appointed under the Constitution and this Act.

(7) ““Authority” means the Royal Audit Authority of Bhutan
established by the Constitution of the Kingdom with power
to enforce this Act.

(8) “Audited Entity” means the organization, program, activity
or function subject to audit by the Royal Audit Authority.

(9) “Constitution” means the Constitution of the Kingdom of
Bhutan.

(10) “Corruption” means as defined in the Anti-Corruption Act.
(11) “Government” means the Royal Government of Bhutan.

(12) “Investigation” refers to detailed and in depth examination
and analysis of accounts and the use of accounting
procedures designed to enhance the likelihood of finding of

financial irregularities, fraud and corruption.
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(13) “Peer Review” means a periodic outside review of an
organization’s quality control system to maintain and
improve the quality of the services performed by peer

organizations committed to excellence and professionalism.

(14) “Performance Audit” means the aspects of value-for-money
(VFM), operational and management audits including an
audit of the economy, efficiency and effectiveness with
which the audited entity uses its resources in carrying out
its responsibilities and any other review or examination of
any aspect of the operations of an entity including audit of

any performance report prepared by the management.
(15) “Public Interest” means in which society has a stake.

(16) “Public Resources” includes public money, stores, property,

assets, loans and investments.
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