PROPERTY DEVELOPMENT AUDIT PROGRAM

Project Implementation

	Scope/Area
	Existing Controls
	Risk
	Audit Objective
	Test No.
	Test To Be Done
	Risk Assessment

PxFxV
	Sampling-

Basis of Selection
	WP Ref

	Drawing Control

6.3.1
	All revised drawings must be stamped ‘Revised Drawing’. All superseded drawings must be stamped ‘Superseded Drawing’ 

Drawing master list to be updated whenever revised drawing issued.
	Work based on outdated drawings
	Ensure the latest revised drawings used to implement work at site 
	1
	Obtain drawing master-list, check to drawings

Check that all revised drawings stamped accordingly at site cabin. 

Check that no superseded drawings kept at site cabin

Randomly check drawings to site
	
	
	

	Material Control 6.3.2
	Project Executive/ Clerk of Work responsible to carry out inspections on incoming materials, storage, protection and installation of construction materials
	Lower quality materials used
	Ensure control in place over material provided for projects
	2
	Obtain approved sample list/catalogue at site office and randomly check to site.

Review any evidence of C.O.W. checking on incoming materials E.g. signature on D.O.s, Mill certificates for steel bars received
	
	
	


Project Implementation

	Scope/Area
	Existing Controls
	Risk
	Audit Objective
	Test No.
	Test To Be Done
	Risk Assessment

PxFxV
	Sampling-

Basis of Selection
	WP Ref

	Casting
	C.O.W. responsible for approving formwork before casting on inspection form. 

Concrete cube tests sent to lab 
	Insufficient or inconsistent concrete strength
	Ensure monitoring over casting, and testing of concrete done
	3
	Check for any inspection forms before casting for C.O.W. approval.

Check that cube tests taken for all casting. 

Review results of cube tests. Ensure tests sent to independent lab.

Check slump tests done (where applicable)
	
	
	

	Site Directions

(6.3.3)
	Site directions issued for serious non-compliance, compliance within 7 days, 

SDs numbered in series, brought up in meetings, updated in Monthly Reports

Reminder direction if contractor fails to take action within 7 days. AI/EI will follow Reminder Direction

Compliance stamped “complied” on C.O.W.’s copy of Site Direction
	Non-compliance with site directions 
	Ensure site directions are complied with by contractors
	4
	Check site directions issued – Ensure they are serially numbered, updated in C.O.W. reports. Check if Reminder Direction, AI/EI raised for non-action by Contractor within 7 days. 
	
	
	


Project Implementation

	Scope/Area
	Existing Controls
	Risk
	Audit Objective
	Test No.
	Test To Be Done
	Risk Assessment

PxFxV
	Sampling-

Basis of Selection
	WP Ref

	Inspection checklists

PROJIMP

(6.3.4.1)
	C.O.W.s must indicate inspection done on inspection checklists stated in Project Quality Plan.
	Lack of inspection leading to poorer quality
	Ensure all stages inspected and approved by C.O.W.s before proceeding to next stage
	5
	Check PQP list of inspection checklists to actual checklists

Check through all the relevant inspection checklists to check for C.O.W. signature and date of inspection

Randomly sight completed checklists to site
	
	
	

	Progress monitoring

PROJIMP

(6.4)
	C.O.W. to submit daily reports and monthly reports to PE/PM.

C.O.W. to compare daily reports and monthly reports information and bring up any major difference in site meeting 
	Delay in work

Inaccurate contractor reports may disadvantage developer in case of delay 
	Ensure monitoring over progress of work done effectively 

Ensure monitoring over accuracy of contractor reports
	6
	Check COW Daily reports for C.O.W. signature, completeness

Check that COW Monthly reports done, check to Contractor progress reports (rainfall, manpower, machinery) Highlight if material unfavorable variance
	
	
	


 Project Implementation

	Scope/Area
	Existing Controls
	Risk
	Audit Objective
	Test No.
	Test To Be Done
	Risk Assessment

PxFxV
	Sampling-

Basis of Selection
	WP Ref

	Management monitoring

PROJIMP

6.4.1.3-

6.4.1.5
	SPM/PM will prepare QMS Quarterly Report to be reviewed by GM/AGM. 

Quarterly Project Quality Control (QPQC) Meeting done chaired by GM/AGM.

Project site meetings conducted fortnightly.

Contractor/Consultant Performance Evaluation done on quarterly basis by SPM/PM. 

Summary of Contractor/ Consultant Evaluation by project submitted to EC, GED, PD every 6 months by GM/AGM
	Lack of communication between lower and higher levels of management leading to lower quality or delay
	Ensure levels of reporting in place to higher management

Ensure appraisal by management on quality of contractors and consultants done.
	7
	Ensure quarterly reports prepared, reviewed by GM/ AGM. Review QPQC and site meetings minutes and document any major reoccurring problems affecting quality or delay.

Check Performance Evaluations, Summary of Contractor/Consultant Evaluations for evidence of submission.
	
	
	


Billing and Progress Claims

	Scope/Area
	Existing Controls
	Risk
	Audit Objective
	Test No.
	Test To Be Done
	Risk Assessment

PxFxV
	Sampling-

Basis of Selection
	WP Ref

	Stage Billing

PROJIMP

6.4.2
	Upon completion of each stage, COW shall notify SPM/PM via Standard Form Certification and Work Completion Advice. SPM/PM will notify SO to issue Stage Billing Certificate via Certificate of Stage Completion Letter + WCA. If approved, SO will issue SFC and inform SAM via Standard Memorandum-Certificate of Stages Completion
	Inappropriate billing before the proper levels of completion may cause dissatisfaction to the buyer with risk of legal liability

Delay in receiving payment
	Ensure billing done according to specified channels.

Ensure progress billing done promptly upon issue of Architect Certificate
	1
	Check that Standard Memorandum-Certificate of Stages Completion supported by Standard Form Certification, Work Completion Advice. 

Check Architect Certificate date to progress billing date 
	
	
	

	Extension of time

PROJIMP

6.4.3
	Extension of time applications must be supported by EOT Written Notice + Substantial Documents from contractor. SO to assess EOT claim and make EOT recommendation within acceptance guidelines.

SPM/PM prepares EOT memorandum to inform GM/AGM, cc. To Contract Dept.
	Unauthorized EOTs given 
	Ensure Extension of time reasonable and approved:-

Acceptance guidelines:

 -Late issuance of instruction, drawings by consultants

-Delay parties, trademen engaged by employer not forming part of contract

-AI/EI issued

-Inclement weather

-Other reasons in contract
	2
	Check any projects with EOTs for supporting written notice, substantial documents, EOT recommendation, and EOT memorandum. 

Check if any LAD claims by purchasers 
	
	
	


Billing and Progress Claims

	Scope/Area
	Existing Controls
	Risk
	Audit Objective
	Test No.
	Test To Be Done
	Risk Assessment

PxFxV
	Sampling-

Basis of Selection
	WP Ref

	Liquidated and Ascertained Damages (LAD)

PROJIMP

6.4.4
	LAD charges may be imposed by developer as per contract
	Delay in work by contractor not penalized.
	Ensure LAD charges applied unless good reason or EOT granted.
	3
	Check for any LADs charged for contractors exceeding deadline of completion. Inquire and ascertain viability of any reasons given if LAD not charged.

Check if LAD charged by purchasers for these cases. 
	
	
	

	Progress Claims

PROJIMP

6.5.1
	Copy of claim submitted by SPM/PM to COW. Site valuation date fixed and completed within 5 working days from date of progress claim. 

Progress Payment Recommendation must be endorsed by CMR, COW, Contractor, Contract Manager, approved by PD/GM/AGM. Then, Progress Payment Certificate prepared. 
	Unauthorized progress claims released
	Ensure progress claims approved by all the necessary levels.

SPM to ensure:

- total work value certified todate does not exceed contract sum 

-Retention sum is in order – 10% of certified progress amount, not exceeding 5% of contract sum.

- valuation date at least 30 days after previous valuation

- Materials on site to be paid no more than 75% of value.
	4
	Check payment vouchers for progress claims to progress payment certificate and progress payment recommendation. Check that all PPR endorsed by CMR, COW, CM, approved by PD/GM/AGM.  Ensure conditions stated in objective followed for claims.
	
	
	


Billing and Progress Claims

	Scope/Area
	Existing Controls
	Risk
	Audit Objective
	Test No.
	Test To Be Done
	Risk Assessment

PxFxV
	Sampling-

Basis of Selection
	WP Ref

	Variation Orders

PROJIMP 6.5.2
	SO/CONS requires client’s approval for VO works through CON’s VO Recommendation.  SPM/PM will make recommendation through SPM/PM’s VO Recommendation to PD/GM/AGM for approval.

Urgent cases allows SPM/PM to give instruction to proceed if <RM5K. 

CMR to finalize best price  with contractor
	Unauthorized Variation Orders leading to unnecessary extra cost
	Ensure Variation Orders issued approved and based on:

-changes in design, materials, specification, technical, etc.

-complies with authority’s, SPA requirement

-SO/Client’s product improvement requirement

-Cost cutting within allowance of SPA and building plan approval

-Architectural design


	5
	Check how SPM/PM considers factors stated in objective for selected VOs.

Check VOs to supporting VO recommendations with the necessary PD/GM/AGM’s approval.


	
	
	


Handover and Post-Sale

	Scope/Area
	Existing Controls
	Risk
	Audit Objective
	Test No.
	Test To Be Done
	Risk Assessment

PxFxV
	Sampling-

Basis of Selection
	WP Ref

	Certificate of Practical Completion 

PROJIMP 6.6
	Contractor submits official application to SO to attain CPC. SO and other CONS randomly inspects 10% of units before submitting comments and recommendations to SPM/PM.

COW to inspect every unit and record defects on CPC checklist, extends checklist to SO for action,
	CPC issued without sufficient quality of work obtained.
	Ensure CPC issued only after proper inspection by COW and SO.
	1
	Check CPC Checklists for evidence of inspection by C.O.W.s (acknowledgment needed by C.O.W. and contractor)

Physically view units for projects already issued C.P.C.
	
	
	

	Handover

HOPS 6.1
	Upon completion of project, not later than delivery of vacant possession, PE/APE/COW to ensure Pre-Handover Checklist complied with.
	Purchaser dissatisfaction
	Ensure Pre-Handover Checklist complied with before vacant possession.
	2
	Check Pre-Handover checklists for selected units.
	
	
	

	Joint Inspection HOPS 6.3-6.7
	PE to ensure keys and cut off fuse given in order by contractor prior to handover.

PMR hands over correct keys to purchaser who will acknowledge acceptance on Key Release Form and update in Purchaser’s Particular Log Book. 
	Purchaser dissatisfaction
	Ensure Joint Inspection with Purchaser properly administered
	3
	Check Key Release Forms for purchaser acknowledgment, updating done on Purchaser’s Particulars Log Book.


	
	
	

	Joint Inspection HOPS 6.8
	PM responsible for preparing Monthly Handover and Defects Status Report to GM/AGM
	Lack of review of Handover and Defects status.
	Ensure Monthly Handover and Defects Status Report handed to GM/AGM for further deliberation.
	4
	Check that Monthly Handover and Defects Status reports done
	
	
	


Defects Management

	Scope/Area
	Existing Controls
	Risk
	Audit Objective
	Test No.
	Test To Be Done
	Risk Assessment

PxFxV
	Sampling-

Basis of Selection
	WP Ref

	Handover defects 

DM 6.1.4


	APE/COW to ensure rectification works are completed within 14 days from date of Complaint form. If Main Con fails to rectify, another 14 days reminder will be issued. Simultaneously, 3rd party quotations will be obtained. After 2nd 14 days, final letter issued with 3rd part costs stated, giving 7 days to rectify, failing which, third party rectification works will be borne by the contractor.
	Purchaser dissatisfaction
	Ensure rectification works done within the stipulated 14 days, failing which, subsequent procedures are enforced.


	1
	Check all outstanding defects from tracking system.  Verify compliance by contractor to deadlines, and whether 3rd party quotations procedure enforced.
	
	
	

	Non-Handover Defects
	APE/COW to ensure rectification works are completed within 14 days from date of Complaint form, failing which, third party contractors will be obtained.
	
	
	
	
	
	
	

	Third Party Quotations

DM 6.1.4
	Min. 3 quotations obtained, evaluated by PE/APE/COW,  submitted to SPM/PM, forwarded to PM (<RM5K), PD/GM /AGM (>RM5K) for approval not later than the expiry of 7 days notice period. 50% admin cost to be charged to Main Con. 
	Inappropriate contractors obtained. Dispute with main contractor
	Ensure third party quotations procedure followed. Note: Once approval is obtained, no need to obtain another set of 3 quotations for defects affecting same type of property if defects are of same nature and about the same degree
	2
	Check if 3 quotations evaluated by PE/APE/COW,  submitted to SPM/PM, forwarded PM (<RM5K), PD/GM /AGM (>RM5K) for approval <7 days
	
	
	


Defects Management

	Scope/Area
	Existing Controls
	Risk
	Audit Objective
	Test No.
	Test To Be Done
	Risk Assessment

PxFxV
	Sampling-

Basis of Selection
	WP Ref

	Acknowledgment of acceptance
	If rectification work is satisfactory, PMR shall obtain purchaser’s acknowledgment on Complaint/Defect form, and update Defects Complaint Tracking System
	Non-close-out of rectification work.
	Ensure purchasers acknowledge acceptance on Defects form 
	3
	Check for purchaser acknowledgment on Defects forms. Check if updated in Defects Complaint Tracking System
	
	
	

	Defects Status and Summary
	SPM/PM shall prepare in the Monthly Handover and Defects Status report – summary detailing major complaints made and work rectification progress, number of repeated complaints
	Important data on major/ common defects not utilized for future improvement
	Ensure documentation done on major complaints made and work rectification progress in Monthly Handover and Defects Status Report Summary 

(Note: The Monthly Handover and Defects Status Report Summary report is the same as that stated in audit programme on Handover and Post Sale Test 4)
	4
	Check Monthly Handover and Defects Status report – summary detailing major complaints made and work rectification progress, number of repeated complaints

Document major repeated complaints and discuss action by project management for future projects
	
	
	


Credit Control, Collection and Sales

	Scope/ Area
	Existing Controls
	Risk
	Audit Objective
	Test No.
	Test To Be Done
	Risk Assessment

PxFxV
	Sampling-

Basis of Selection
	WP Ref

	Deposit
	Property not sold until 10% deposit obtained
	Purchaser defaults without any penalty
	Ensure 10% deposits collected for signing of Sales & Purchase Agmt.
	1
	Check evidence of 10% deposits paid
	
	
	

	Cash collection
	Accounts monitors cash collection 
	Rolling cash
	Ensure cash collected banked-in promptly
	2
	Check official receipts to bank-in slips
	
	
	

	Discounts
	Discounts only can be approved by Executive Director or General Manager
	Discount without approval
	Ensure all discounted prices have been approved
	3
	Check the discounted price against approval letter
	
	
	

	Debtors
	Sales Admin and Accounts monitor long outstanding debts
	Bad debts
	Ensure all long outstanding debts are monitored and followed-up
	4
	Review all long outstanding debts and action taken
	
	
	


Abbreviations:

COW = clerk of works

PE = Project Executive

PM = Project manager/ SPM = Senior Project Manager

AGM = Assistant General Manager

VO = Variation order

EOT = Extension of Time

