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2. Auditing Standards No. S61, 12 September 1990
NOTICE BY AUDITOR-~-GENERAL SETTING GAO Auditmg Standards have been catablished by the
AUDITING STANDARDS Auditor-General for observance in the conduct of audits
by contract auditors for the Govemmeat Audit Offico
The auditing standards in this notice, cattled "Goverument Audit + (GAO).
Offico Auditing Standards®, arc sct purmunt to subsection 99(1) of
the Audit Act 1989 Structure and scope of the standards
1.8. O'Neill
Auditor-General 2. The stucture of the GAO Audiing

Standards reflects the structure adopted by the Commuttee
on Auditng Standards establishcd m 1984 by the
International Organisation of Supreme Audit Institutions
(INTOSAD * It also takes into account recommendations

GOVERNMENT AUDIT OFFICE AUDITING made in 1985 by the Expert Group on Public Sector
STANDARDS Audit Standards convened jomtly by the Umted Nations
Paragraph and INTOSAIL The standards are bemg reviewed by
1. Basic Postulates Australian Area Auditors-Genersl and may be amended
Structure and scope of the standards 2 as & result.
Requirements of public accountability 10
Tho sudit mandate 2% 3. The basic postulates represent the general
Audit objectives 36 framework for the auditmg standards, They describe the
- public accountability milicu and the audit mandate, and
2. General Auditing Standards they summanse the assumphoos, premites and logical
Application of the GAO Auditing Sungrdl 44 pnaciples which underlic the standards  They also serve
Independence and obgectrvity as beachmarks for audit personnel in formmg judgments,
Relationships with tho Assembly 47 particulasly in cases where no specific standards apply.
Relationships with the executive government 52
Relationships with auditees 61 4 The scope of the Sections catitled 'General
Relationships with external bodies 70 Standards’, 'Examination and Evafuation (Ficld Audit)
Competence ] Standards’ and ‘Reporting Standards’ (Sections 2, 3 and

Dus cars 85 4) may be compared with the scope of the statements on
Quality of audit pecformance o4 auditing standards and practices issued by the Auditng

¢ Standards Board (AuSB) of the Australian Accountng
3, : Rescarch Foundation (AARF). However, reflectng the
Examination and Evaluation brosder audit late, they fnchude addiionsl |

(Field Audit) Standards Jealng with aspects of regularity audting and they

mMuht.:dolg:‘;ip laaning background ] 107 provids for performance audlung. (scc paragraph 30)
Plannmg of sudits 113 At so.mc pomts, exphmtmy material » 3ncludcd m order
Effectiveness of mtemal audit 119 to bring out the mg?xﬁcmce for auditing standards of
Ficld audst plans 124 parucular characteristics of the Australinn public sector

Supervision of the audit 138

Conduct of the field audit 143 S. The development of audit standards and

Bvaluation of internal controls 154 peactices, whether m relation to pubkic or private sectors,

Audit evidence 159 owes & great deal to the work of the professional

Audit documentation 166 accountancy mstitutes In Australin these are the

Relatonships with auditee management 168 Instituts of Chartered Accountants m Austcalia and the

Australian  Society of Accountants, which have jomtly

4. Repgrting Standards ;’;?::M u::: AARF. I:f'h;: dfwm‘ .m:l::::

Gencrally applicable reporting standards 175 Gudefines issucd by the Intemational Federation of

Reports on financial statements Accountants
Reports on the annual unitary financiat 181
statemcats .
Reports on the finsnéal statemcats of 186 s s ::":m‘:m""" s O Commomlyy in
stabutory authorties sectors, but there arc also mmportant differences of
Reports on the financul statemeats of 193 prmciple and practice. The most mportant of these stem
gm{emmmt owned or controlled compamies from public ascountability requirements and differcnces

Reports on audits of accounts and records of 198 m the scopo of the audit tatc,

govemment bodics

Reports on performance audits 203 7 The GAO Auditng Standards have beea

Matcriality a3 developed, taking mto account the work of other bodies

m formulating audit standards and practices. For ficld

.GOVERNMENT AUDIT OFFICE AUDITING audit standasds and reportng standards they draw heavily

STANDARDS on Statement of Auditmg Standards (AUS1) and relovant

Statcments of Auditing Practice 1szued by the AuSB.,
l. Basic Postulates

8 In these standards the term ‘audit institution”

1 These Standards be referred to,
e ” refers to the GAO and the term ‘audit personnel® refers

‘abbreviated form, as the GAO Auditing Standards The

The term Suprems Audit Institution (SAJ) rclates to the public body in each country which exercises, by virtue of law, the highest public audit
function m that country. In Australin, the SAT is the Australing National Audit Office but State and Terntory Auditors-General and their offices arc
completely independent of the Federal body.
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to GAO staff. The terms aiso apply to partners and staff
of & coatract auditor engaged by the GAO

9. These standards will be revised from tme to
tms by further potice publshed in the Gazetto
Interpretation, amendment or explanation of the GAO
Auditing Standaerds 13 the Auditor-General's

respoonsibility,
Requirements of public accountability

Geaeral Obligations

10, An csscatial function of pubhc audit is to
provide assuranco o the executive govemment, Ue
Assembly apd the commumty regardmg the exercise of
public accountabulnty obligations. Thus function must be
a ceatral focus of public sector auditmg standards.

11 In the public sector, public accountabihty
obligations extead to all bodies created for public
purposes,  Irrespective of their constitution, functions,
degree  of autonomy or fundmg arrangemcats,
governmental bodics and public enterpnscs  are
accountable to the Assembly for the -effective
performancs of thewr functions.  Public eatcrpriscs
mefude departmental commercial undertakmgs, bodies
established by statute or executive order and companics
m which the government has a controlling mterest
Subsidiary companics of such bodies hkewise arc
accountable, through them, to the Asscmbly

L]
12. Public sector auditces are expected to be
conscious of the fmportance of mamtammg and
mnproving  the cfficieacy and cffectivensss of their
adminstrabion and operation and of the part played in
tlus process by the obscrvance of public sccountsbihity
responsibilitics

13 In broad terms, auditee managements are
obliged by law to report on the mansgement of the
rcsoume: with which they have been entruated, and are

o for the financial, mansgenal and
progmn responsibilitics that have been conferred on
them. Adequats mformation, control, evaluastion and
reporting systems arc important eclements m the
accountability process, as is the nced for cost
consciousness and cfficiency and cfficacy m the
utilisstion of resources,

14 It 15 mcumbent upon the mansgement of
governmental bodies to co-operate with audit persomncl
to permit them to altam suditing goals with reasonable
efficicacy and cffectivencss.  Sumlarly it 18 the duty of
officials of such bodies 1 co-operatc with audit
personncl by giving assistance or mformation that may
belp them accomphsh thewr task  The general duty of
auditees to co-operale with the audt msttution 1s
supporied by legislation requirmg provision of access 1o
all relevant data nccessary for a  comprehensive
asscasment of the

actvitics under exammation.

Accounting  standards, controls and  performance
measures

15, It » prmadly the rcspousibity of
govemments o determmo accountmg standards, sod the
form and prescatalion of accounts, for the public sector.
In Australia, soch detcrmination should have regard to
the work of the Accounting Standards Board snd the
Public Sector Accounting Standards Board cstablished

Auditing Standards 3.

under the auspices of the AARF

16 In the public sector, accounting standards are

Jpumanly ths responsitility of the Treasurer who scts out

relevant guidelines  The Treasurer also approves the
specific form of the financul statemecuts of stattory
authorities, ¢ g, m stcordance with provisions m the
Iegislation estabhishing those authonties.  He also
determmes which departmental commercial undertakings
are requured to furmsh audited financual statements, and
the form of these financial statcmeats

17 The tespousibility for developmg am
suditee’s mtemal accounting and admmistraive system
and protectng its resources lics first and foremost with
the auditee,

18 The primary responsibility for comrectness
and sufficiency of the form and coatent of the financiat
reports and other mformation rests with auditee
mansgement, sinco these are the auditee's assertion of its
financul posiuon and the results of its operations

19 ‘Céamstent apphcaton of the appropnate
accounting standards 18 a pre-requinite to the far
presentation of the financial posiion and the results of
operations The fioancial statements and other
mformaton submutted for verification should be free

from wregulanties

20. Smmularly, ®# is the pnmary obligaton of

management 1o ensurc that applicable statutcs and

mgulmou.s are oomphcd with and that adequate nternal
ad | sudit gements are m place, and

to observe pronty and propriety o decision-making

28, In relation to performance auditing 3t 18 the
primary responsibility of auditee mansgement, within the
bounds of pmucablhty, to develop measurable program

) es, perfi s, controls and
arrangements for assessing achievemeat,

22 It 15 1n the mierest of the auditee, and 1t 18
the auditee’s administrative obhigaton, to design practical
systems which will make hable the imfor

required for auditng, The audites 1s responsible for
havmg systems which are capable of providing useable,
objective, and accurate mformation  Without thess, of
course, bow can it expect to properly manage its affars?

3 To the extent practicablc the provimon of
statements mdicatiog m detail the government's goals m
establshmg mdividual programs and the development by
admmustrators of specific and measurable objectives and

target 18 supported by the GAO
24, It 15 for the auditor’s judgment whether the
tng dard l systems and performance

ind s adopied by the suditcc arc satsfactory, and
applicd consusteatly  In performance auditing, m cases
where adequste specification of program objecuves and
performance mdicators is lackmg, sudit personncl have
to develop their own cnicna and mdicators, takug
management advice into account.

25. The GAO has 2 responsibility to asmist work
amed at improving teckmiques for reviewmg the validity
of performance measures.

The andit mandate

26. An adequate understndmg of the audit
mandate is a pre-requisite to effective auditmg m the
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public sector.

27. The primary rcsponsibility for audt of the
public sector is vested in tho statutory office of Anditor-
Geaeral, established by the Act. The Act sets out the
terms and conditions of mcumbeacy, tenurs, powers,
dutics, functions, and geacral responsibilitics and other
matters governng the holding of offics and the discharge
of the fanctions and duties to be performed.

28, The Auditor-General's mandate specified in
the Act is supplementsd by audit provisions m other
coactments relating to establishment of mdividual bodses.
The Act permits appointment of the Auditor-Geaeral as
extemal auditor of all governmeat controlled companics.

29. The statutory basis of the audit mandate
mean that the Auditor-GOeneral has a  paramount
responribility to exercise his or her own judgment as to
the audit approsches to be appled m the diverss
situations that arise in the courso of government auditng.
As the General Statement of XII INCOSAI cbscrves.

*It is the primary respousibility of the SAIs
to develop and apply auditing standards and

procedures which they judge as approprate

to their mandata *

30 The Auditor-Genenal's comprehensive sudit
mandate cocompasses the following functions:

(1) Regularity auditngs

() attestation of financial accountability of the
Government's adminstration, mvolving
exammation and evaluation of accountmg
records of departments and expression of
opimions on financial statements;

{ii) attestauon of finacial accountability
of other Government bodics, involving
exammation and evalustion of accountmg
records and expression of opmions on
financial statements;

(ii) other regularity audits of departuments and
other bodies mvolving:

(x) examination of finaacial systems and
transactions, mcludmg an evaluatron of
compliance with applicable statuies and

regulations,

(b) review of intemal coatrol and internat
audit arrangements;

{c) examination of the probity and
propriety of decisions taken with respect to
all aspects of the admmstratron of the
auditee; and

(d) reporung of any other matters ansing
from or relatng to the Auditor-Geaeral's
activitics that the Auditor-General eonsiders
should be brought to atteation.

(2) Performance auditing:

@ valuation of economy, cfficicocy and
effectivencss of management of departments
aod other bodies, including review of:

« utilisation of human, financial and other
resources;

.t information systemt, performance
messures and moaitoring armangemeats; and

. procedures followed by suditees for
remedying identificd deficiencies.

3l In pgeaeral terms, the Auditor-General's
mandate provides for hm or ber to conduct, or durect the
conduct of, comprehensive suditing of departmental
admmstration and of most public caterprises.

32. ‘Where a company asditor has beea appomted
under contract by the Auditor-General as extemal auditor
the Auditor-Geaeral's mandate i relation to that
authority is not changed.

33. Performance audits carned out by the GAO
compriss cfficicacy audits ¢arricd out under the Act and -
the making of & report thercon.

4. mmmdlmfotpetfmmmeeludimgsmps
short of review of governmeat polcy decustons, It s,
bowever, as the General Statement of XII INCOSAI puts
it, ‘scceptable for performance audit to incorporate the
audit of mformation leading to policy decisions and the
determination of whether policy objectives have been
met®

35 By convention the Audttor-General provides
audit services which, although not specified in the
statutory smandate, are customarily provided by the
exteraal audor.  Examples are provision of audit
certificates in borrowmg prosp and pi of
letters of comfort to lcading consortiums.

Audit Objectives

36. The geacmal objestive of audit ;m the public
sector, inctuding the ACT, has been wmdicated m broad
terms by the Commonwealth Joint Parliamentary
Commuttes of Public Accounts (JCPA) as follows,

® The sole of the Auditor-General, and by
extension his office, is to mprove the
economy, efficiency and sccountability of the
Commonwealth Public Sector by
comprehensive auditng of Commonwealth
depastments and agencies, and by reporting
oa these audits to the Parliameat.*

37. The soundocss of administraon and results
of operations are rendered more credible whea venfied
by s audt msttubon. When admumstration and
operations attract the criticism of the audit mstitution,
thero 1 & presumption that they should be changed

38. A corollary of the peaeral objective 18 the
objecuve of weatfying, and reportmg to ths Assembly,
irregularitics and deficiencies in performance., It is
foportant that this be dooe in timely fashion to meke
possible for comrective measures to be takea in individual
cases, 10 make accountable partics accept responsibility
amd to allow steps to be taken to preveat or deter
fecurrence,

39, For some clements of the Auditor-General’s

2. General Statement on Performance Audit, Audit of Public Enterprises and Audit Quality, Twelth International Congress of SAI's, Sydney, 1986,

paragraph 63.
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mandate, particularly m regard to the audit of fioanciat
statements of public enterpriscs, the Auditor-Geacral’s
audit objectives are akin to the objectives of commercial
sudits mn the private scctor,

40. A further obpctive is to mform the
Assembly of any sigmficant impacts on audit
cffcctivencss arumg from refusal or reluctance of sn
sudites 1o co-operate with the audit mstitution, It 1s the
asudt matitution's duty to  evaluate the causes,
cucumstaaces and pature of such reluctance, and its
effect on the thoroughness and cffectivencss of audit
procedures, and include amy sgnificaot findmgs from
that cvaluation m the sudit report.

41. The outcoms of an audit 18 the expression of
m opinon, and sufficient valid ovidence must be
gathered to pemut & sound opaion to be formed.

42. The sudit process riself acts as a catalyst for
review by management and has the constructive objective
of guiding and cncouragmg mprovemeat The audit
mattution. has the duty 1o bnog % the sttcation of the
approprats level of management all results, iwregulanties
or shortcommgs that audit personnel may duscover
Management has the obligation to provide the auditor
with explanations regarding the audit findngs and advice

of remedual action taken or proposed.
43 It & umplicit m these objectives that the GAO
mamtan  high dards of profs 1 performance.

When performng audits and reportmg thereon, the GAO
acts oxclusively m the capacity of sn suditor  The
professional status of the public sector awditor wnposes
commeasurats professional obligations Withim the
Auditor-General's mandats, the application of
pronouncements of the professional insttules 13 subject to
the GAO Auditng Standards

2. General Auditing
Standards

Application of the GAO Auditing Standards

4. The GAO Auditing Standards over-nds any
pon-statutory  anditmg  cooveations or  standards
prescribed by bodics, other than the GAQ, with whuch
the GAO Auditmng Standards conflict.

45 The Auditing Standards constituts the oniteria
against which the quality of audit results 15 evaluated
They also provide mmmum gudance for audit
persomnel, which can help determine the cxteat of
suditmg steps and procedures that should bo applicd m
the audit, Application of the standards by GAO staff 18
assisted by supplomentary mstructions, procedural
statements and action packages

46 For the purpose of any report 10 a2 Mnuster
relatng to the work of a cootract auditor, the Auditor-
General will examme and evafuats that auditor’s work
agunst the GAQ Auditng Standands

Independence and objectivity
Relauonship with tho Assembly

47. The commuttees empowered by the Asscmbly
o examine the feports of the Auditor-Geaersl play a
ceatral role m ensuring that public accountabulity
obligations are properly cxercised. It 15 accordingly
incumbent upon the Auditor-General and the GAO o

work closcly with those commuttees.

48, The Audttor-General and GAO  swdit
spersonnel may give members of the Assembly bricfing of
a factual nature oo audit reports, but 1t is important that
the Auditor-General and GAO audit persoancl maintasn
mdependence from  political influcace, m order W
preservo an mmpartal approach o audit responsibilities
Thus the Auditor-General and the GAO should not be
mponllve.notgwethclypamv of being respoasive,
to the wishes of And
uudmonconmctzdby!heGAOmtncleumypubhc
comments beforchand with the Audtor-Geacrat

49 The Auditor-General will program the work
of the GAO in accordance with the audit mandate, aod
sdopt methodologies appropriate to the audits to be
undertaken Whle having appropriate regard to
recommendations of committees of the Assembly, and
bemng accountable to 1t for the exercise of the sudnt
mandate, the Auditor-General would not Jook to 1t for
spectfic guidance m the programming, planning and
execubion of audita

50. Genenally  legulation  specilies  reportung
requremcats that the Auditor-General must observe,
imcluding the mattcrs subject of an audit certificate or
opmion, Subject to those requrements the Audor-
Geaeral will mamtam flexible arangemeats for reporting
to the Assembly, and determme the content and tmmg of
reports having regard to the particular circumstances of
the case

51 The Auditor-General 18 accountable to the
Assembly for hus or her use of resources and the
effective performance of the audst mandate

Relaionships with the executive government

52 Whie the Auditor-Geaeral has a common
interest with the exccutive govemment, m relation (o the
tion of public bility, the Auditor-General's

mcntul rclaionship with the government is that of
external auditor. As such the Auditor-General’s reports
to Minsters and to the Assembly assist the cxecutive by
drawmg attent:on to deficiencies in admmustration and
recommending mprovements. On the other band, the
Auditor-General and the GAO should not participate m
the exccutve government's funchioms, or act 3s an
agency of the executive, since that would mulitate agamst
the Auditor-General’s independeace and objectivity

53. As ocssential element m the mdependence of
the Auditor-Geaeral is the abscuce of any direction by
the executive gavernment m relation to the Auditor-
Genenl's performance of hus or her mandate  Another
essentul cl 18 the compicte freedom of the Auditor-
Geacral to select private audit finms, or histher own
officers to perform audnts of the govemment The
Auditor-General should not carry out, modify of refran
from carrymg out an audit, or suppress or modify audit
findugs, at the direction of a Miuster or the goverameat
or its servants, Nor abould he/she be prevented from
sclecting officers to bo cmployed m lus/her office to
conduct public sector audits

54, While it is appropriatc for the Auditor-
General to consider requests by tho cxecutive proposmg
muatiers for andit exammation, the Auditor-Geaeral must
emuendxmmmdeclmemymhmqmmuw

t with wmdependent exercise of the audit
mandats, c.g. if ¢ would require participation in a
mansgement or executive funchon or would displace
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audits the Auditor-General considers to be of gher
pnority in achieving effective exercise of the audnt
mandate.

55. A scasitive arca in relationships between the
Auditor-Geaeral and the exccutive concems provision of
resources to the GAO In some degree, arrangements
for the Auditor-General's resourcc provision may be
related to the executive goverament's financial situation
and general expenditure policies. As agamst that,
effective promotion of public accountability requires that
the GAO be provided with sufficieat resources to enable
the Auditor-General to discharge his or her
responsibilitics in & reasonable manner,

56. Amangements for provision of resources to
the GAO which did not recogniss this requirement could
compromiss the Auditor-Gencral’s mdependeace. It
would be appropriste for the Auditor-General to seport to
the Assembly any fmposition of resourcs or other
restrictions by the executive or its servants which would
constramn the Auditor-General’s independent exercise of
the andit mandats,

57. By lepal provision or conveatiom, the
exccutive gov permits ble access by the
Auditor-General  to  semsitive  information, such as
collective ministerial decisions, which 18 necessary and
relevant to the discharge of the Auditor-Genenal’s
respoaaibility. The Audtor-General must take adequate
steps to protect mformation of this kind provided to hmm
or her in confideace by the executive

58. In order that the Auditor-Geaeral not only
exercise his or her fimctions independently of the
executive but be seen to do so, it 15 important that the
audit mandate and the Auditor Geaeral's mdependent
status be well understood in the communty  The
Auditor-Geaeral has an obligatton to undertake an
educauonsl role in that regard,

59, Collaboration b the Auditor-G |
and the cxecutive 18 desiable m some arcas. For
instance, when the exceutive proposes legislation
affectmg the Auditor-General’'s mandate, or contentplates
putung forward legislative or admmustrative provisions
regulating the financal management of public bodics, it
1 approprists for the Audntor-General to be asked for
advice and to make known his or her views oa the public
accountability mmplications of tho proposals  Sinularly,
the Auditor-General should be ready to advise the
execulive in swh matiers as accountmg standards and
accounting policics approprate in the public sector, or
the form of financual statemsents The Auditor-Geacral
must be carcful in tendering advice to the executve to
avosd any oxpreas or mplied commitment that would
mparr the Auditor-Genoral's mdependent exercise of the
audit mandste,

60. The Auditor-Gencral's functional
mdependence need not precluds armangements with
exccutive ageacics or statutory bodies m regard to the
admmustration of the GAO m matters such as industnal
relations, personncl management, property mansgement
or common purchasing of equeipment and stores, with the
proviso that executive agencics or statutory bodics not be
in 2 position to take decisions that would endanger the
Auditor-General’s mdependence m duschargmg the sudit
mandate.

Relationship with audniees

61. The Avuditor-General and as applicable a

contract anditor must be, and be seea to be, objective in
the auditing of departments, public catcrpnscs and other
bodies. The audit institution should be fur m ats
revalustions and m its reportmg of the outcomes of
sudits,

62. The public sector audites is not m a clieat
relationship with the Auditor-General. A Mmister,
department, or board of a statitory authonty cannot
mfluence the scope of the audit or its findings agasnst the
profesnional judgmeat of the Auditor-General, The audit
mstrtution has to discharge ths audit mandate freely and
impartiafly, takmg mansgement viewa mto consideration
m forming audit opintons, but owing 20 responaibility to
the mapagement to the auditec body for the audits
uanderteken.

63. Thbe audit institution must not participats m
the mansgement or operations of an audites body in avy
way that could prejudice an objective and impartial
approach to future sudits, Audit personnel must not
become members of managoment committess and,
audit advice is to be gven, it should be conveyed as
audit advice and acknowledged clearly as such.

64, The audit msttution may encounter a
stustion m which an auditee developmg sophisticated
and complex information and communications systems is
not makiog adequate provusion for mcorporation of
controls snd saudt trads  Faufure to mcoporate such
features from the outset of system development can [zad
to mtractable problems in auditing the systems and therr
outputa, when the systems have become operational It
would be spproprate in such a stwation for the sudit
mstituion 1o draw the auditee’s atteatson the matters that
should bo takea into account in developing the systems
The sudit matitution should, however, make it clear that
decisions affecting the desgn and structure of systems
remam the responsibility of ths auditee

65 In any case the audit mstitution should seck
to cxamine m a limely manner the plannmg and
development of mformation and communications systems
by auditees.

66. 1t is the responsibility of a contrsct auditor to
avoud arrangements or situstions giviog rise to & conflict
of interest or appearance of such a conflict It 1 not
practicable to spesify every kind of arrangement or
siualion thet mught give nse to such a conflict or
appearance of coaflict but, in general terms, 1t would be
mappropriate for a firm 1o act as contract auditor where
members or employces of the firm or of a closely
associated firm

(1) are providing, or have recently provided professional
services which would be seen as affecting  matters

subject to the audit;
() have receatly advised the sudites regarding the
selection or appomtment of senior staff members

who ars still serving; or

(3) arc providing or have recently provided professional
services t0 & member of the agency/auditce or 10 an
undertakmg of which a member of the ageacy/andites is
a director or otherwise has a sigmificant ownership or
management mtegest,

67. Armangements for sctting fecs to be charged
by the Government to an audice should cmbody
sufficient flexibility to precludc soy mhibion of the
effective oxcrcise by the Auditor-General of hisher
statutory audit responsibilitics, Fec paymg bodics may
be given an cstimate of the fee Ukely 10 be payable m
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respect of the audit, with the understanding that tho
sctusl fec payable may vary from the estmate depeading
on the apount of audit work consdercd necessary 10
discharge the audit obligation. Prompt advice should bo
given to the auditee should it become clear that the
extimated feo will be substantuily revised.

68. In exermamng s powers of access to
premises and records relevant to auditees and thew
oporations, and of ot 1g relevant mformation from
persons posscssmg it, the audit mstitution should seck to
mamtam good relattonships with auditces with a view to
easuring the frec and frank flow of wnformation and the
conduct of discussions m an atmosphere of mutual

p md und dmng Al the same tume,
relationships with auditecs must not be so closc as to
ichibt cffective and impartal plannmg, conduct and
reporting of audits.

69 Audit personnel of the sudit inststution must
not become involved m instructmg personnel of auditee
bodies as 1o their dutes. Any audt personnel of the
audit mstiution who have close affilations with the
management of an auditee body, such as social, kinship
or other relationships conducive to  lesscang  of
objectivity, should not be assigned o audit that body

Relauonships with extzraal bodies
70. The Auditor-General may cater  formal
relatsonships  with  prof ! bodics, provided the

relationships do not mhibit the GAO's mdependence and
objectivity, m order to aval humself or hersclf of the
advice of expertenced members of the profession at
large

n. In order to make the public audt mandate
more widely understood the Auditor-General and the
GAO may co-operatc with academic msututions and
profeasional bodies m thewr ongomg activities, wcluding
by way of contnbutions lo p dings of proft ]
mectings and publication of refcmce nnlcml

72 It 15 also appropnate for the GAO to co-
operate with the media in relaton to publicsmg the
public audit mandate and the reports of audits by the
Auditor-General but not to the exteat of preempting the
nights of the Assembly and/or its commutices

Competence -

73. The GAO needs o command the range of
professional skills and expencace necessary for effective
exccution of the audit mandate  For all clements of that
mandate the audit work should be camed out by persons
whose education and professioanl cxpencace as asscssed
by the Auditor-General 18 commeasurate with the nature,
scopc and complexitics of the audt task. The GAO
should be equipped with a range of audit methodologics,
meluding systems based techmiques, analytical review
methods, statstcal sampling, and audit of automated
mformation systems

74, The GAO’s personnel should have & good
understanding of the public sector environment, including
such aspects as the role of the Assembly, the legal and
mstitutional mpemeats governing the op of
departments and the charters of public enterprses.
Likewic, tramed audt personoel must posscss m
adequate kmowledge of the Auditor-Genesal's policies
and auditing concepts, the GAO Auditing Standards, and
GAO practices and mwthodologics.

Auditing Standards 7.

75, It 15 desirable for the GAO audit personns]
10 become members of & profcsnional body relevant to
thewr work, and to partcipats in the body’s activilics.

»

76. It is open to the GAQ to acquure specualised
skills under short-leym coatract should the successful
carrymg out of an audt 50 require in order that the audit
opinions, findings and recommendations arc perceptve
and soundly based and reflect an adequate understanding
of the subsect aren of the audit, It 1s for the Auditor-
Geaneral to judge, m the pasticular circumstances, 1o what
extent the GAO's requirements arc best met by w-house
expertise of employment of outside experts, .

7. The audit resources deployed on the audit of
financial  statements  should untary underake a
coordinated evaluation of departmental accounting
systems, as well as of ccotral agency co-ordination
arrangements and control sysiems, and have adequate
expertise in the auditing systems and techniques used by
the GAQ i this audit,

7 Audit personnel asmguned by a comtract
auditor should have a good understandmg of the public
sector eavironment m Which the auditee operatcs and of
the legal and mstututionsl arrangemeats governmg the
auditee’s operations.

79 Auddt personncl should, as assessed by the
Auditor-Gr I, p switablo academic qualificaions
and be equpped with sppropnats trmmng and
expenence.  ‘The GAQ should also mamtun standards
for professional development of audit staff, baving
regard to the audit techniques and methodologics
applicable to the range of audits undertaken

80 The extent to which academic attamment
should be related specifically to the audit task vares with
the type of auditing undertaken. It is not neceasary that
cach auditor be expert m  all aspects of the

mpreheasive audit d: He , pol snd
procedures governmg the g of p 1 to
audit tasks shoutld am at deploymg persoanc, who m the
yudgement of the Auditor-Geaeral, bave the suditing
skills required by the nature of the audit task (while not
neglecting the need 10 broaden the expenience of staff to
eghance their professional development). Audit
personncl must atam an adequate knowledge of the GAO
Auditmg Standerds msofar as they apply to the parycular
audit,

81, Policics and procedures governng
supervision of audits should cosure that audits arc
planned  and  supervised by am asuditor who s
professionally competeat, knowledgeable m the GAO
Auditing Standards that pertam to the particular audit and
m the audit mstitution’s methodologies, and equipped
with an understanding of special chamcteristics of the
public sector environment that ars relevant to the sudnt

82 Audt of financial systems, accouating
records and financial statements requires trmmng in the
acounting dusciphne as well as a knowledge of
applicable legislation and executive onders reievant to the
accountablity of the audites. In auditing financial
statements of authorities referred 10 in Guidelines ssued
by the Government the audit msttution should audit
agamst thoso guidelines  Subjest to that requircmicnt,
and unless otherwise decided by the Auditor-General m &
particular instance, the financial accountability of public
enterprises  is  audrted sgamst curremt  Accountng
Standards issucd by the relevant muhorines  Audit
persoonsl should be well versed in the applicabls
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gusdclines and sczountmg standards,

83. Audit of complex computer installations and
systems should be undertaken by, or under supervision
of, an audit specialist in dats processing.

84. Por audits focusing oa tho performance of
msnsgement systems and pracesses, members of audit
tcams may have & backpround m mansgement,
sccountmg, data processing or other relevant discrplmes.
The audit team should be familiar with effectrve
managemeat techmques and methods of asscssing
performance.  Investigative ability is a pro-requisito,
mechuding qualitics swch as alcrtness, pemsistcace and,
importantly, expencucs. The extent to which specialised
technical expertise related to specific sctivities of the
auditeo should be deployed is a matter for the Auditor-
QGeneral’s judgment having regard to the sudt mandate
and the scope of the particular audit,

Drae care

85. Audit persoans! most excreuse professionsl
integrity and due professional care and concem in
complymg with the GAO Auditing Standards.  Thus
cmbraces care m specifying evidencs required, in
gathening and evaluating evidence, sod in reportng
findings.

86. Professional performance and exercise of
techmecal skafl should be of a quality appropriate to the
complexites of particular sudt assiguments. Auditors
noed to be alert for conditons such as contro] weakness
and insdequacies 1 record-Xeeping; and  unusual
transactions o results which could bs indicatrve of fraud,
improper or unlawful expeaditure, unauthorised
operations, waste, mefficiency, or lack of probity

87. The GAO should be satisfied that the audits
its resources allow it to conduct are cffective m detectng
matenal errors or irregulanties, while recognising that it
is impossible for audit to guarantee freedom from alf
wregulariies, Adequate evidenco must be adduced of the
exustense of irregulanbes referred to in audit reports.

88, In determining which audit tests and
procedures are to be applied to schieve due professional
care, mawiers to be considered include the following.

(1) requucments to meet audit objectives

(2) materiality of matters to be investigated

() admumstrative cffectivences of systems of
accountmg and internal control

(4) cstumates of costs of mplemeating audit plans m
relation to likely benefits to be derived; and

(3) the extent and quality of internal audit coversge

89, There should be adequate understending of
the auditee’s circumatances The GAO may cxplam to
the auditee the scope of the audit and sudit roquircments,
and should be ready % eogage in scaror-level discussion
with the sudiice in order to mimmiss misunderstandings
and avoidable confliet.

90, Apant from exceptionsl circumstances (o g.
suspected major frand, which geperally would be a
matter for law enforcement authormies) there must be
sdequato testing with the auditee of the GAO's

perceptions of program objectives and  asscssment

eriteria, any irregularitics or performance weskoesses,
and possible avenucs for mprovement.  Auditee
responses should be documented and taken into account
in audit reports.
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9. If the audit stintion cmploys ecxtemal
experts as consultants it must exerciss due care 1o assure
staclf of the coasultsnts’ profcssional competence and
»aptiude for the pasticular tasks involved Statement of
Auditing Pructico AUP22-Uhing the Work of an Expext,
is relevant.  Similar care is required .if outsids auditors
are cagaged by the Auditor-Geaeral on contract, in
addihon care would be ncccssary to ensure that audit
contrscts include adequats provmion for the Auditor.
General to determune sudit scope and  standards

92, When the GAO uses the work of another
auditor it must apply adequate procedures to provide
assurance that the other auditor bas cxecroised dus
professional care and complied with relevant audit
atandards, and must review the work of the other awintor
to satisfy itself as to the quality of that work. Statement
of Auditmg Practice AUP11-Using the Work of Another
Audetor, is relevant, In addiion a contract auditor
proposmg to rely on the work of another audilor must
firss obtain the Auditos-General’s concurrence in the use
of that other auditor.

93. Except as may be required for the purposcs
of an Assembly inquiry or lcgal proceedings, information
about an auddce acquired by audit persomnel in the
course of ther work must not be used for purposes
outnde the scope of assessment and formsation of an
opmion and in reporting the results of the audit. It s
esscatial that the audit mstitution mamtain confidentiality
regardmg  audit matters and mformation ansing from
audit tasks,

Quality of audit performanece

94 The Auditor-General's mandate impeses on
tho Auditor-General the duty of forming audit opiuons
and of reportng those opinions the &8 Mimster or 10 the
Assembly,  While there cxsts provision for the
delzgation to scator audit personnel of authority 1o sign
reposts and certificates m relation to cortain auditces,
ultmmate respousimlity cannot be delegated and 13 bomne
personally by the Auditor-Geaeral.

95 Accordingly, the Auditor-General's
armangements for management of audit activities must
cmbody adequate processes of co-ordination and review
t0 rely on scotor staff that he/she alone must be abls to
appomt and, a3 well, quble the Auditor-Geaeral and his
or her delegates to be satisfied thers are adequate bases
for the opinions formed and the reports signed

96. The dutics and responsibilitses thus bome by
the Auditor-General are crucial to the concept of public
accountability, and hencs the GAO must apply 1o its
audits soundly bascd methodologies and practices. It is
meumbent upon it to formulste proceduses to sccure
cffective cxerciso of its responsibditics for audit reporta
and certificates, usmpaired by less than full adherence
by personncl or ageals to jts atandards, plannng
procedures, methodology and supervision,

9 The wider sod more discretionary m nature
the audit mandate, the moee complex becomes the task of
cosuring quality of performance across the whole
mandste. To a consderabls oxtent the Auditor-General's
comprehensive mandato leaves 0 the Aunditor-General's
discrenon tho frequency of audits to be carmed out and
the nature of reports or certificstes to be provided.
Quality assurance in this context demands a lugh
sundard of corporate management within the GAO.

98, In considering tho question of the kagth of
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the compreheamve audit cycls, ic. the penod withm
which comprehenasive andit coverage of each auditeo
should bo achicved, weght has to bo given on the onc
hand to the need foc assurance that auditees are propecly
exercistng thear public accountability responaibilives, and
on the other 10 the GAO’s capabilities, mamly sty loted
resources  Since the GAO is not equipped to undertake,
within & moderals time-scale, alf relevant audits
inctuding perfo andits ing the whole of
every auditee’s opcrations, it is necessary to determune
the range of audit actvitics which, withm the
comprechenmve sudit cycle, will give the maximvm
assurance, for the resources provided, reganding
performance of public accountability obligations by each
audites.

99. In determming the allocation of the GAO
resources smong differcnt audit actvitics the Auditor-
General gves priority to audit tasks which must by Lew
be completed and to thos¢ which meet that enteria and
by law arc also required to be completed withn a
specified ttme frame. Aascssmeot of prionties within the
discretiooary areas of the compreheasive mandate calls
for carcful idcration of p i subjects for audit
and definition of the scope and objectives of proposed
sudts. Tho processes followed are designed to lead to
the ideatification of an spproprate order of prority for
audita to bo undertaken, having regard to:

audit activitics necessary to meet the objectives of
the comprehensive audit cycle, and

identification of potential audits which, if carefully
planned and skilfully performed, would produce
posttive and valusble audit findings which

lead to mproved administration

100 Assignment of priontics compatible with
mantammg quality of performance across the mandate
involves excrese of the Auditor-Geaeral's judgment m
the light of avalable mformation. A portfolio of data
and mtelligence pertaining to the structure, funclions and
operations of auditzs bodics has to be mamtamcd to
asaust in deabifymg areas of matenality and vulncrability
and arcas bholding p | for imp nts
administration.  Prelimmary or disgnosic studies of
specific auditablo arcas can be & usefil md to decisions
regacding commutment of resources lo poteatally largo-
scale audits in those arcas,

101, Resources roquurcd to undectaks each audit

need 1o be assesscd so that suitably skifled staff may bs-

asyigned o the work and a control placed on the staff
resources o be applied to the audit.

102, Adhberence to the competence standards set
out m parsgraphs 73-84 inclustve 13 & pre-requsite to the
mamtenance of the quality of audit performance.
Mamteaance of an mventory of skills of personncl and
contractors can assist m the plannmg of audits as weil as
identifymg deficiencics. The GAO has 10 take adequale
steps to provide for continung professonal development
of s personnel, includmg, as approprute, proviswn of
in-houss traming and externsl courses,

103, If the GAO, in the performance of s
functions, secks sdvics from exteraal speculists, the
standards for cxercise of dus care m such arrangements
have a beanng also on the mamteasncs of quality of
performance.  Advics, when obtamed, should be
evaluated and a considered docision taken about adopting
it. Tho obtaining of advico from xn external expest does
pot relicve the GAO of respousibility for the opinxoas
formed oc conclusions reached on the andit task,

Auditing Standards 9.

104, Qualsty sssurance arrangemeats based on
pecr reviews provide & further moans of cusurmg quality
of performance, addittonal 0 review of sudit actvity by
.personne! having lins responsibilty for the sudits
concerned, The GAO should establish approprute
armngements for roview of the depth of plammg,
coaduct and reportng in relstion to an audit or & sample
of sudits by mutably qualificd personnc] of mn audit
institnbion not mvolved in thosc audits The roviewers
should consult the relevant lne mansgement regarding
the outcome of the reviews, and report peniodically to
top managenteal,

105 The GAQ's amm 15 10 arrange & Peer review
over & wide charter with s ceatral objectve bemg the
provision of assistance in achioving  cffccuve
manasgement of the GAO’s operations and sustaining the
quality of its profcasional performance.

106 A coatrsct auditor should obsorve applicable
clements of the GAO Auditing Standards and Statement
of Auditng Practice AUP 13-Control of the Quality of
Audit Work.,

3. Examination and
Evaluation
(Field Audit) Standards

Methodology and planning background

107 The general audit methodology spphed by
the GAO 15 systcms based auditng. With appropriste
modifications, systems based auditing concepts from the
basis of auddt techniques for both regulanty (imcluding
attest) audits and performance audits

108 Systems based auditing rests on the concept
of:

direct cxamination of the system of coatrol
control analysis the cvaluation of the effectivencss
of the system of control agamst a desirable coatrol
model, and

. lmuted or ssmple complisnce and substantive
testing 1o confirm the cvaluation of the cffectivensss
of the system of control

109 The spplcation of the systems based
approach in the audit of the accounts and records of
departments is based 0a a methodology developed by the
Austraian National Audit Office (ANAD) specafically for
thus purpose.

110. Systems based methodology 18 not wholly
applicable 1o the audit of all statutory authorrucs,
particularly authortiies posscssing most, if not all, of the
followmg features:

Iimsted segregation of functions

high potential for management to overnde established
procedures

mformal determination of policy, p farly
concemmg accounting matters

Limited numbers of financial/accounting functions or
activitics

relatively fow accounting transactions, and

. the sbscace of internal audit.

111, A summary of the GAO's systems based
suditing methodology 18 provided m the Appendix 1o the
ANAO’s publcation: Elemeats of Efficiency Auditng .
A Basic Guide, AGPS 1986,
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112. Subject to relevant GAO Auditmg Standards
ad sgreement with the Auditor-General a contract
suditor may apply audnt methodology approprists to the
audit teaks undertaken.

Planning of sudits
Planning of Audits

113. The compreheasive  auditing  approach
mvolves the plunmg, progmmmung and conduct of &
cycle of audits escompassing the functions detailed in
paragraph 30, The comprehensive approach underlics
the development, each year, of a Strategic Audit Plan,

114 The Strategic Audit Plan (SAP) is developed
from a portfolio of information about ecach auditee and
ideatifies all the auditable activitics for cach organisation
for which the Auditor-Genera! has responsibility.

115, An objective 1 to plan audit tasks covermg
the foll mnge of regulanty audits over a three-year
period.  In pmmciple, a smmlar objesuve could be
conmdered appropriate for performance auditmg but
practical conmdorations, especially relating to staff
Loutations and the magmtude and complextty of formally
designated cfficicacy audits, preclude that at present
Instead, the selechon of performance suditmg projects
has regard to resource availability and the identificanon,
from the auditee portfalio, of areas of major materiality
and vuloerability and likely room for improvements m
adminsstration.

116. The first year of the SAP is developed
baving regard to the prospecve avalability of audit
resources and apecifics the:

. nature of the audit task
estumated resources required, and
. prionty 10 be assigned to ths sudit

117 The planamg of audits requires carcful
considerstion of the need to cover the anditee's
openations adequately, to conserve audit resources, to
match audit skills to audit tasks, and ensure that the
prionty accorded andit tasks 13 obscrved,

118. Adequats planning  of audits embraces
consideration of:

. the cffectivencss of mtermal andit

. the personnc] requircments of the audit

+ all aspects of work to be performed, prionties for
desiable further coverags, and mclusion of
information from prelminary or disgnostic studics,
and

. the format and general content of the report to be
prepared.

Bffectiveocss of internal audit
119 The planning of audits has regard to:

. the mdependence of sntarnal audit

. the internal audit work program of the auditee

. the quality fo mtemal audit work undertakea, inchoding
capability of intemal audit staff to pecform competently
mtemal sudit duties, and

- the notics taken by the sudites of mtemal sudit reports,

120. An effective intemal andet fumction, so far as
# relates to reviewing the design =od opemation of

internal controls, can allow the GAO 10 reduce tho extent
of compliance and substantive procedures but not
elimmato them.

121, Apat  from reviewmg spearfic  audits
undertaken by internal sudit, discussions should take
place at kast once eah ycar in order to mamtam
awarcness of micrnal audit plans  and  related
developments.  Discussions should not extend to
revealing to internal audit the scope of audits planned by
the GAO or by one of its contract auditors

122, An cssential distmetion between the intemal
audt funchon and the external audit function should be
kept in mind. Internal audit 13 an arm of audites
mapagemcnt and ultimawcly og the Secretary of a
department of chicf executive of an ageocy or the audit
committee operating on buw/her behalf, determumes the
scope of micmal audit’s activities and the fate of its
recommendations. By contrast, the audnt mstitution is
not responsible to management nor is its final report
made 0 management. The Auditor-Geaenal's
responsibility is to report to Ministers and the Assembly
and those reports may mclude an asseszment of the
cffectiveness of internal audit operations in auditecs.

123. Audit by the Auditor-Geacral or, where
applicable by a contract auditor, of the performance of
mizmal audit withun a department or other Government
body should take into account;

(1) the charter given to intornal audit by management (in
case of an in-house unit) or the tenns of the internal

audit engagemeat (i the case of mternal audit under
contract); and

@ in the casc of interoal audnt of departments and
authonties staffed under the Pubfic Service Act, any
guidelines and standards issued by the Government or its
authontses.

Field audst plans

124 Field audit plans identify the objectives,
focus and resources for an audst and provids detasled
gwdance and steps for the ficld staff carrying out the
audit.

125, These steps iaclude the method of evalustion
and testing to be done and refer, as appropriate, to the
use of designated action packages.

126, The content of field audit plans will vary m
accordance with the nature of the audit tasks  In geacral
a ficld plan walt

. wlentify the auditee, the audit task and describo the
audit 1o be undertaken
refer to the legal basis of the audit, materislity,
known risks, ctc.
et out the audit objectives includng scope and
focus, sudit boundanes and exclusions

. sdentify methodology, samphng techmques and
action packages 10 be used in the audit

. set out monitorng and review pomts

. define reporting requiremcats, and

provide for prepanng, reviewing

and approving officers.

127. The ficld audit plan is confidential to the
GAO. It should not be discussed with sudites
mansgement it 4 manmer imviting approval, comment or
suggestions for ameadment; although such practical
tquestions a3 timung of access to auditee personsel and
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records may be vasied at the anditee’s suggestion  Any
attempt o influcace the planning, scops or objectives of
an sudit by auditcc management shall be rejected as an
impasrment of audit indepeadence.

128 The ficld audit plan for rcgularity audits
shall provide for a review of compliance with applicable
lawvs and directives, Ficld plans for regularity aundits
should also requue an cxamination of mansgoral
decisions, board punutes or accountmg records for
unusual transactions which may be mdicative of:

decisions exceeding powers coanferred by legislation
. decisions reflecting lack of probity, amd
Inck of tabibity to the A bly.

129, The ficld audit plan shall be signed by the
Audit Mameger or Audit Coordmator,

130 Where it becomes apparcat that there is a
difference of view between auditeo management and the
suditor as to the meanmg of a provision in an Act or
other mstrument having legislative forco, and a correct
mterpretation is crucsal to audit findings, the auditor
should request that a legal advising bo obtamed
Generally, the appropriaic authority from whom an
advising should be obtamed 15 the Chief Law Officer
Should auditce management evince continuing reluctance
to scek (or tardiness in seeking) an advising, the Auditor-
General will acek an advising direct

131, For audits ideatified as potential cfficicncy
audits, & preluninary disgnostc study 1s first carned out
to establish whether or not there is a sufficieat bams for
the audst to be developed and undertaken as a designated
effiiency andit,

132, The dugnostic study should bo undertaken
withun guidelmes specified by the Auditor-General The
format of such guidciines cannot be standardised because
of the diverse nature of cfficieacy audit subjects
Auditcc management will be advised of the purpose of
the dugnostic study and that a decision will be made
whether to proceed with an efficiency audit 1 the Light
of the findmgs of the dusgnastc study.

133 Field work carmed out on & project audit
dirccted  at dssucs of cfficiency and management
cffectivencss may, at the discretion of the Auditor-
Gi J, be sub d for a dusgnostic study,

134, An audit may be designated by the Auditor-
Geueral as an efficiency audit and carried out pursuant to
the provisions of the Act after considenng the results of
a dugnostic study or project audit of an organisational

uoit, fu or prog of auditsble sctivity of a
department or statutory authonty
135, Where the  Auditor-General  decides  to

proceed with an efficicacy audit, a plan should be
preparced setting out, mter ala:

. the objectives of the audit

. the scope (boundarcs) of the audit and the functional
arcas on which the audit will focus

. the resources required

. briefing arrangements for the audit tcam

. arrangemcnts for progress reviews, and

. expested date for completion of the audit.

136. The ficld audit plan for an efficiency audit
may:

Auditing Standards

sct out tho scopo and objectves

. mcorporate mstructions for the guidance of the audit
team a3 to work to be undertaken and audit criteria 1o

s be apphed

. indicate the rolo of cxternal consultants, if engaged for
tho audst, and

. mdicats the ttme allocated for the audit and

requircments for progressive review.

137, Subject to compliance wath relevant GAO
Auditmg Standards, a contract suditor ahall have regacd
to Statement of Audiung Practice AUP10-Planning

Supervision of the audit

138, Where work is assigned to asmastants, the
assistmg audet officers must have sufficient proficicacy
and traming to carry out the assigned tasks. Since
traming, expeneace and other qualifications vary among
auditors, work sssigned must be commeosurate with
skills and aptitudes

139. The audit manager should casure that cach
member of the audit team has a clear understanding of
the ficld audit plan before commencing the work.

140. Supervisory review should be directed both
to the subsance and method of auditg. It should,

cstablish that the audst has heen carried out n
accordance with the GAO Auditing Standards and
auditing practices of the GAO

. ensure that the ficld audit plan and action packages
speetfied in that plan were followed unless a varstion
was authorused

. see that workmg papers contain evidence supportng
adequately all work undestaken and findings and
conclusions

. establish that the auditor bas achieved the stated audit
objectives, and
easure that a ficld audit report had been prepared
sctmg out the andit findtngs.

141. Supervimon  should, as  approprirte, be
excroised by the audit manager
142 For aa audit conducted by a contract auditor,

the responsibility for supervision of the kind detaled m
paragraph 140 shall be that of the audit mansger assigned
1o the audit, The Partacr responsibla for the audit shall
carry out the hugher lovel of supervision of the kmd
required by pamagraph 141 and the GAO audit
coordmator will oversight the audt task.

Conduct of the ficld audit

NB Refereace 10 an audit mansger m the following
parsgraphs should bs read, m the case of an audit 10 be
camed out by a contract auditor, as a refereace o their
audit mansger or sudit scaor or other supervisor
respousible for the ficld work,

143 Subject to these Standards, audit personncl
assigned to the audt shall carry out the awdit m
sccordance with the approved ficld plan,

144, As puidclines to field auditors, fickl sudit
pls oust not be read as restncting  professional
qudgment.  Should matters come to the nolice of the
auditor which carry implications for audit steps not
cavisaged in the field plan, they should be discussed with
the andit manager,
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12. Auditing Standards

145. A varistion of the tmne allowed for the audit
may be authorsed »f adequate justification 1 shown.
The reazons for authorising such a variation should be
documented.

146. ‘Where a field plan requircs sampling to be
undertaken regard 18 10 be bad to Statement of Auditing
Practice AUP24-Andit Samplmg.

147. For the purpose or parsgraph 148 and 149
1ssues of audit significance include:

. matters materiafly affecting financial statements

. apparent pon-comphance with legislaon

. spparent noa-compliance with accounting standards
and principlks as applicd by the "Guidelines” 1ssued by
the Government

. departurcs form genenally accepted accountng
practices, and

., matters materially affecting performance form the
standpoint of efficiency, economy or management
effectivenean.

148, Where an msuc of audit aignificance to the
formation of an opinion ariscs, field audit personncl
should orally risc the matter with the sppropriste
muditeo manager and seck an explanation. The matter of
audt concem should thea be referred to the aundit
mansger who may discuss it with auditec management
with a view to the matter being corrected

149, Reference shall be made m the field audit
report to any significant audit issuc which has come
under notice duning the audit.

150, Subject to compliance with this paragraph
and other relevant provisions of the GAO Standards, m
carrymg out a financial statements audit regard should be
had to Statements of Auditing Pracucc issucd by the
Australian Socicty of Certified Practhomg Accountaats
and the Institute of Chartered Accountants in Australia.

151. Subject to any further nouficaion m the
Gazette of auditmg standards get by the Auditor-General,
regaed should be bad also to any Statemcnts of Auditmg
Practice (or revisions %o exuishng Statements) which are
wsuzd by the professional institutions subsequent to the
wsue of these standards.

152. The specific requirements of the Companics
Act/Codes do not apply to stamtory authonties, the
operattons  of which aro govemed by their coablng
kgulaton  Otherwuse, refereace in the Statements of
Auditing Practice t0 companics should be broadly
intrpreted and  applied, unless the context mplics
differently, to the audut of & stawtory authonty

153 Sttement of Auditing Practice AUP 21
Audit Implications of Current Cost Accountmg is pot
relovant to audis undertaken withn the public sector,
unless specafically calked or m the *Guidelmes’.

Evaluation of internal controls

154, Interna]l cootrol iz defined as  follows
(General Statement of XII INCOSAI paragranaph 46):

*'The whole systcm of financul and other controls,
mchiding  the  orpanisational  structure, methods,
procedures and miemal sudit, cstablished by management
within its corpomte goals to assist in cooducting the
busmess of the enterprise in & regulsr, economw,
cfficacnt and cifective manner; ensuring adherence to

Australian Capital Territory Gazette
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mansgemeot policics; safeguarding assets and resources;
securing the accuracy and completeness of accounting
records; and producing tmely and reliable financial and
.management information.

155 Auditors must systematically evaluate the
nature of the auditee’s operations and systems of mtemal
control to axseas the extent to which it may be relied

upon to;

easure the integrity of accounting and other
information
. ensure compfiance with statutory requircments, and
. promote cffectivencas m adminsteative practices

156. In evalusting the quality of mtemal coatrol
the audit should focus on key controls. Where coatrols
do not exist or do not operats properly, additional sudit
testing should be vadertaken.

157. Whers accountng transactions and data are
processed by a computensed system the auditor’s
responsibility cxtcuds to casuring that the computer
system contams adequate and appropriate control features
and that it 18 operated in such a manner that the mtegrity
of data storcd and the system’s output can be relied
upon Regard should be had to the ANAO document
"Introductory Guide to DP Auditmg” and to the Item
*Public Servicc Board” publication “Guidclines oo
Interoal Controls for Computer-based Systems”.

Audit evidence

159. Auditors must obtam all ovudeacs neceasary
for the effective completion of the audst.

160. Bwidence needed to support the audit
findimgs may be,

. physical evidence obtamed by obscrvation and cnquiry
. testimonl evidence from interviews or statements
from mvalved persons

documentary evidence conmstmng of legisiation,
mmistorial statcments, reports, mnutes, memoranda,
controls, extracts from sccounting records, formal
charts and specifications of documentation flows,
systems design, operating manuals and organisatron
structure and functional charts, and

evidence secured by analysis of information collected
by the auditor

161 Bvidence should meect basic teats of
nufficiency, competence and relevancs The audit
working papers must reflect the detarla of the evidence
upon which the auditor has relied or wclude copies of
papers coatamnmg that evidence

162. The evaluation of evidence obtamed m the
coaduct of an efficiency sudit presents issucs different
from thoso related to finaocial statements. From an
cfficicncy perspecuve the issuc fundamental to the audit
18 the extent to which the products of an auditce arc
owetng  staled objectives and performance cnteria
sppropnats 10 the serviee under cxammation  The form
of such objecuves and avalabilty of such cnterm vary
markedly, The suditor must cxamme the basnis on which
they have been established andevaluste same and
schicvements agamst them, but, f not ecstablished,
consider whether efficient operauons require this to be
done.

163. In conmdering the use of resources tho
auditor must endeavour clearly to cstablish resources
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employed and examme the costs mvolved, If the audites
is vnable to deatify the cost of the resources employed
tus 18 rtsclf is & significant audit finding upon which a
recommendation would be based,

164. General guidance I relation to the enteria

for tho cvaluation of
performance standards

. work methods, and

. management conlrols is contained in Chapter 1 of the
ANAO publication Blements of Efficiency Auditing A
Bame Guide, refereed to earher

165. The evaluation of evidencs should alzo have
regard, in relation to & specific audtt, 10 criteria sct out
in the mansgement plsn and the ficld audit phan.

Audit documentation

166 Auditors are to documeant adequately the
audit including the basis and extent of piannmg, the work
performed and the results and findmgs,

167. Adequats documeatation of sudt planning,
audit methods and procedures and audit fmdings and
results 19 a vital aspect of mamtaining a professionally
acceptable level of auditing for thess reasons.

in the abseacs of such documeatation the
accountability of both scruor audit officers and field
audit staff for the standard of audit performance may
oot be achieved

the Auditor-General or authomeed officer or audit
Partner must have an adequate basis for the audit
opinions expressed m & report

1t provides an effectve link betweea successive audits
and

1t provides & basis for quality assurance reviews

Relationships with auditee management

168 Geacral standards governng  relattonships
with auditee bodies are sct out m paragraphs 61 to 69

169 At the commencemeat of an audit an
mterview will bo sought with an  officer at nn
appropriatcly sentor level of manag The g

scops and objectives of the audit will be outlmed and
discussed,  Senior representaion may be appropriate
depending on the nature of tho audn, For audits
designated a8 efficicacy audits contact should be made
with the audites body at Chief Exccutive Ievel to explam
the scope and objectives of the audit and to make
appropriste working arrangements for access and for
progressive discussion of matters arising durg the
audit.

170 Progressively throughout the audit,
arrangements  should be made with designaied, or
spproprate, kvels of management to discuss or obtam
audit evidence and to venfy evideace

171, At the concfusion of the audit an exit
interview 15 arranged, preferably with the person with
whom the opening interview (ses 169 above) was held.
The purposs of the exit mterview is ta:

. advise suditce mansgement of provisional sudit
findings

discuss with auditoe mansgement and obtam
mansgement commeat on the basis of audit findings,
conclusions and opinions

.

Auditing Standards 13.

coochkusoas and findings, mcludmg sny possible
qualification oa the finmcial statemicats, and
. note auditco management comments

172. For sudits demgmated as efficicncy sudits,
except whers specul circumstances exist and other
arrangements are made, the provisional audit conclusions
and findings arc to be conveyed formally to the auditee
prior to the cxit micxview, aod the auditee givea an
opportunity to provide tmely and formal comments on
them following the exit mterview. The exit mterview
and tho auditee’s formal comments, including comments
on matcrs of fact, will be taken into account m the
preparation of the proposed report.

173. For other audits, except whers specal
circumstances exist and other arrangements are made, &
magugement letter is to bo sent to the scnior respoasible
officcr of the auditec body followmg the audit cxit
misrview. The purposs of the mansgement letter 1 0
state the provisional audst findings and conclusions (after
taking mto account discussions at the exit tntervicw) and
1o elicit management comments, mcluding as to factual
cvidence on which audit findings and conclusions were
based,

174, The nature of the finsl report, including any
qualification to that seport, is & matter for the Auditor-
General or the semsor officer authonsed to sign the
report.  Accordingly, other Audit Offico represcatatives
or contractors at an oxit mterview cannot give any clear
cut assurance to auditce management about the statutory
report.  Such advice, where sought, may be couched
the form of provisional conclusions and recommendations
and given only with that clear understanding

4. Reporting Standards

Generally applicable reporting standards

175 The comprehensive nature of the audit
mandate involving tasks which vary in natre, objectives
and scope, is not conducive to a standard reportmg
format for all audits. In relation to some of these tasks,
certam csscatial requitements of the audit report aro sct
out m the auditing provi of the relevant legislation
In such cascs, the form of the legulation may pive the
Auditor-Gi I s wnds d

176. In general terms, reports should be clear,
concise and complets, and those not mvolving a formal
certificate or cxpression of audit opimon, should:

explain clearfy, where applicable, tho scope and
objecuves of the andit
. present findmgs and conclusions m an objective and
dispassonats manaer
. present only findmgs and conclusmons adequatcly
supported by evidence properly documcated in the
working papers. Detmled supporung data should be
mchuded as necessary to allow for & convineng
prescatation
. incinds the auddtor’s recommendations for remedial
action 10 bo taken and information oa undesiymng
causes of noo-compliance with statutes, maccuracy of
accounting and other information, waste and
deficrencics, and inefficient systems, operations and
practices
. in commeating on the past, draw out lessons for future
improvement; critical comments should be preseated in
perspective
. idennfy s explain 1ssues or questions needing fusther
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#tudy and consideration by the auditor or others 187, Legulation  establishmg  cortain  statutory
. recogiuse management initated fmprovements, and authoritics may cootain audit provisous which differ
. recognss views firmly adbered to by audites from the above mentioned standard provisions, The

mansgement vbasic charactenistics of the audst report to be furmshed to

the spproprate Mimster in respect of the financil
177. Audtt findings should be prescated fairly so

satements of the statutory authority are those contained
as 10 yoveal a balanced, comsistent perspective. The

in sections 93 and 97 of the Act, or of the establishmg
objective is to produce reports which arc far and not
miskading and which, at the same time, place primary
emphasis om matters requinng atteation,

178. Opinioas and coaclusions should be clearly
identified and based on sufficicnt evaluation, testing and
roview processed to wamant ther inchusion.  All
opmions, conclusions and findings should be evideaced
by sdequate documentation,

coactment, a3 approprats,

188.

The preparation of reports 0 be made
to these shall have regard to the

| 4

mandatory nature of certain p it cg..
93(2) and sechion 97(2) or the equivalent section of the
establishing ensctment.

189

The financaal statements m respest of which

the sudit report 15 10 bo made are those submutted in the

179, Where management views oa audit findings form spproved by ths Mimmster unless the particular
are not xcepled by audst, the report should state the enactment provides otherwise, The auditor should draw
reasons for thewr non-scceptance. the attention of the auditee to any departures from that
form and mvits resubmussion of the financial statements
180, Reports are to be regarded by the GAO as in the approved form,
coafidentul until they have been tabled in the Assembly
190, The standards sct oot in Statcment of

Auditing Standards, AUS1 and Statement of Auditing
Practice, AUP3-The Auditor’s Report on Fmancial
Statements, are penerally applicable to reposting on
audits of financial statements of statutory authontes,
Those statcments must, however, be interpreted in
sccordance with paragraph 44 of the GAO Auditing
Standards, In panicular, refereaces to acceptable
sccounting policies and standards have to be understood
a5 mcluding  seferences to standards  specafied for
statitory authorties in the Guidelines 1ysucd by the
Treasurer, Similarly, paragraphs 9, 11 and 16 of AUP3
and the appendixes to that Statement do not apply to
audits of the financial statements of statutory authontics

Reports on financial statements
Reports on Unstary Pinancial Statements

181 Part 6 of the Act sets out the stantory
requircments for the preparstion and awdit of these
statements. Particular requireinents to be observed m the
preparation of the report are set out in sections 71(1),
and 75-80 of the Act.

182, The Audsor-General’s formal oxpression of
opinion in the financial statements should be 1n a format
conustent with the requirements of the Act.

183 Section 76 of the Act empowers ths Auditor- 191 Opmicos cxpressed m reports on the
Genceral to include o any report under this Act such financial statemeats of a statutory body may be
information as he or she thinks desirable m relation to

audits, exammations and wspections carried out [¢8) Unqualified
pursuance of the provisions of this, or any other law of @ Quakified

the Territory. Section 78 of the Act directs the formal (a) exception
manner and timmg m which the reports of the Auditor- () adverse, or

(¢) dusclammer of opiion
havmg regard to these standards and to the geaeral

General are to be transmitted to the Assembly. Reports
trnsouttzd in pursusnce of thus section are addressed to

the Speaker. gwidance contamed m Statcment of Auditng Pracuce
AUP3, paragraphs 20-34

184 Section 80 of the Act authonses the Auditor-

General to make recommendations, plans and suggestions 192, The standardy sct out in this section apply

also to audit reports on financial statements of
commercial undertakings of departments mn respect of
which the Mnustcr hes made s determination under
section 58 of the Act

for the better collection and payment of the public
montes and any improvement m mode of keepmg the
public accounts, It also authorises the Auditor-General
to make a special report mchuding thess matters

Report on the financial statcments of goverament owned
or cootrolied companics

18§ The timing of any report depends on the date
oa which the Statements are transmitted to the Auditor-
General.  The report 18 completed, printed and signed as
quickly as possible followmg that date 193, The Auditor-General is appotnted auditor of

any compaoy m which the Government or a statutory

Reports on the f(insncial sutements of  statutosy authonty has a controlling interest. The appointment of

authonitics the Auditor-Geocral extznds the scope of the asudit
beyond the financual attest audit to embrace the full range

186 The casctment which cstablishes a statutory of regulary audits,

authority usually contans provisions pertammg to the

sudit of sccounts, Standard provisions relating to public 194, An audit of the financial statemcnts of

suthorities required to kocp accounts m sccordance with
commercial practice are contained in part 9 Dvinon 2 of
the Act; thoso relating to public authontics not required
to keep accounts m accordance with commercial practice
are contamed in Part 2 Division 3 of the Act.

govemnment owned or controlled company shall, where
that company is a company limited by guarantee, have
regard to the provisions of any special legishation relatme
10 the cstablishment and operations of that company.

195. An audit of the financial statemeats of a
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govemment owned or controlled company shall have
regard to the provimons of sny directive given to the
Dircctors of the company by or under the authorety of
the goverment.  Nom-compl with asp of the
durective will, prima facic, be a matter for qualified audit
opmon.

196 Where government owned or controlled
companics are registered overseas and the Auditor-
General cannot be appointed auditor under laws of the
country of domucils, guidance contamed m Statement of
Auditing Practicc AUP11-Using the Work of Another
Auditor 18 rolovant to the audit of the comsolidated
financia] stalements.

197. Audit reports ou finacial statemeats of
compantcs should conform to the requrements of tho
Companies Act or relovant Compancs Codo, If an
instance of spparent coaflict with the Aunditor-Gi I's
wuder public sector responsibilitics should ariss it should
be referred to the Auditor-General,

Reports on  audits of sccounts and records of
government bodies

198 Tho keepmg of proper accounts and records
of tho transactions and affairs of an authomty is a
requirement of the standard accounts and audit provisions
(seo section 53 of the Act), Provisions relatng to the
accounts and records audit are coatamed m various
sections of the Act and cquivalent sections m other
caactments. The mandatory nawre of the requirement in
Sestion 17(1) of the Act, to report any wrregulanty
disclosed of considered of sufficicnt importance, is
noteworthy.

199, The report to the approprutc Minuster
pursuant to sechons 58(3) and 79 of the Act or
equivalent sections m other coactments on the audit of
the accounts and rocords 18 usually made concurrently
with the report on the financial statements

200 The audt of the accounts and records is
vsually carricd out m coajunction with the mtenm audit
or the financial statements of an authonty or company.
The report to tho Minuster will refer to matters of audit
concern which have warmanted qualificatton of the
opmion given m the report on the financial statements. In
sddition t will refer to other matters of 'sufficrent
importance’ such as:

. maiters relating to accounting tsues not considered 1o
warrsat a qualification

. decusions of mansgement authonsing transactions
which lack probity

. commesciak-in-confidence 1ssucs and concens
findings arismg out of the broad range of regulanty
sudits such as findings relating to the plannung,
magagement and gencral operation of a computer
inatailation

. issues of concem in relation to management/audit
relationships, and

. &y other matter arising from tho audit which the
Auditor-General (after considermg where appropriate
sdvice from an authorised officer or audit Partoer m
the case of contracted audits) considers appropriate to
deaw 0 the attention of the Minuster,

201. A rcport to the Minister may also inchude
favoursble sudit comment on acton taken by
mansgement 10 rectify a matter which has been 8 cause
for concem and to which reference was made m a
previous audit report. A suntmary of the report on the

Auditing Standards 15.

sudit of accounts and records may be mciuded in a
of

subscquent  report the Audior-General to  the
Assembly.

3

202. In some cases an audit conducted pursuant to

statutory powers to mspect and audit the accounts and

mto account matters included m paragraph 214 of these
standards.

Reports on performance audits

203. Subject to this section, the reportmg
standards contamed m paragraphs 175 to 180 have
geaeral applicaton to performance audits, whether the
audits arc carried out as cfficiency audits or as project
sudits

204 The report of an audit that has been formally
desiguated an efficicacy audit and conducted withm
Division 2 of Part 5 of the Act will be prepared in
narrative form and will normally compnise

Overview

Introduction

‘Wider considerations (if required)

Detagled audit findings, audites responscs

Audit conclusions and recommendations

Summary of mam audit fndmgs and list of audit
recommendations

205 A short overview should be included unicss,
m & particular case, the Auditor-General do¢s not
consider it would sceve a useful purpose. The mm m the
preparation of an overview 18 to give the flavour of the
report, alluding to the more significant findings although
pot necessanly referrmg to every conclusion and
recomniendation,

206 The introduction should refer to the audst
scope, settmg out the objectives aod focus of the audit
A defimtion of terms should be mcluded, as appropriate.

207. The mtroduction should also mclude & bnef
but sdequate description of the arca under audit
including, where approgriste, a refercace @ its hustory,
what 1t was expected to achieve and capital and operating
costs

208 ‘Where the subject of review affects a number
of auditeo arcas, ¢ may by necexsary 1o provide some
comment or background on wider consderations.

209 The structurc of that part of the report
dealing with detaed sudit findings, auditee responscs,
audit conclusions and recommendations, will reflect the
number of subject arcas covered by the audit For cach
subject area the report should mclude;

. & succmet description of the area reviewed
the audit findmgs and comments on what was
reviewed

. sudites responscs, and

. audit conclusions snd recommendations.

210. A report may be supposted by appeadices
but gencrlly only where esscatial to a carcful reader’s

understanding of the report,

211, Recommendations will be numbered and the
list of recommendations is to be croas-referenced to the
relovant discussion in the body of the report. The hat
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may be presented in tabular form Whers feasible, the
list of mcommendations may indicate the relative
importance of cach snd the degree of urgency attaching
to their impleocatation by auditees.

212, A proposed report on an efficiency andit
shall bo seat under section 67(4) to the chiaf executive of
the auditee body for comment only after it has been
cleared by the Auditor-General.

213, Ths proposed report may be amended m
such manner as 13 thought fit having regard to the
comments of the suditee on the andit conclusions,
findings sand recommendations, and any ncccasary further
sudit comment will be added. The revised vermion of the
proposed repost is then submitted to the Auditor-General
for clearance pniox to printmg.

214. Reports on  project  audits  addressing
porformance issues but not formally desiznated as
efficiency awdits are prepared m narmauve form having
regard to paragraph 175 o 180 of these standards  Such
a report need not couvey a formal audit opmion but will
state the conchusions and findings arising form the audit
ad may mchude recommendations.

Materislity

215. The sudit of a public scctor body 13 based on
ecogmtton of the mportance of the concept of
sccountability owed by that body to the Assembly That
sccountability exists whether the body is a department of
siate, a statutory authority, a subsdury company of a
statutory authorty or a company owned or controlled by
the government.

216. ‘This means that no public sector body can
conmder itself free from the scrutmy of Assembly or ts
commttees, exercised through the responsible Minuster

217, The concept of matenality as applied m the
public scctor recogmses that the mterest of Asscmbly,
and indced the populace, can extend to management
decisions  affecting  condiions of employment of
executive and other staff and taxation 1ssucs, as well as
to the use of resources m the achicvement of objectves,
the exercuise of powers and the performance of functions,
The exerciso of probity in decision makmg ranks
significantly in terms of the Assembly’s and the publc
milercat

218. Tho reportmg requuement contamed m the
Act, at timo requures a judgemcat as to the materality of
a matter which has come under notice and this must be
made by the Auditor-General. Precise guwdance cannot
be given on discretonary fimuts, as coumderation of
whether a matter 1 troval, and therefore of Litle or no
interest to the Asscmbly in terms of accountabdity,
depends greatly on judgement In exercuung that
Judgment regard would be had to,

. the polstical aspects, i.e. the extent of likely interest as
cvidenced by Asscmbly debates, questions and
commtice mquinecs, and

. what 15 generally accepted as proper behaviour on the
part of an official or a member of a board, etc.,
operating within the public sector.

219. A report on fimancial statemeals pursuant to
the Act (and equivalent provision in other kgulation)
would be subject to quahficabion if the Auditor-Geacral
were to form an opinion that an accountmg policy
folowed in the preparstion of the statemenls was

misleading, While the provisions of Australisn
Accounting Standard  AASS-Materiality in  Fiosmcial
Sutcocols may bo taken as a guide, if is agam likely that
the concept of accountability as applicable to & public
sector body (sco paragraphs 218-219) will requure a more
stringent interpretation of materiality to be applied to the
ftem m question,

J.8. O°'Nall
Auditor-General
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