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Auditing Standards

NOTICE BY AUDITOR-GENERAL SETTING

AUDITING STANDARDS

The auditing standards in this notice, catitled "Government Audit

Office Auditing Standards”, arc sct p to sub
the Audit Act 1989
1.S. O’Neill
Auditor-General
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GAO Auditng Standards have been cstablished by the
Auditor-General for observance in the conduct of audits
by contract auditors for the Government Audit Office
(GAO).

Structure and scope of the standards

2. The structure of the GAO Auditng
Standacds reflects the dopted by the C

on Auditng Standards cstablished m 1984 by the
International Organisation of S Audit I
ANTOSAD ! It l]so takes into lccount recommendations
made in 1985 by the Expert Group on Public Sector
Audit Standards coavened jontly by the Umted Natons
and INTOSAL. The standards arc bemg reviewed by
Avustralian Area Auditors-General and may be amended
as & resuft.

3. The basic postulates represent the geaeral
fi rk for the auditing dards. They describe the
public accountability milicu and the audit mandate, and
they the ises and logical

pnnclplcs which underlic the aundardl They also serve
a3 benchmarks for audit p 1 in forming judgments,
particularly in cases where 0o specific standards apply.

4 'rhe s0pe of the Sections cntitled 'General
Standards’, " ion and Evaluation (Field Audif)
Standards’ and ‘Rep Standards’ (S 2,3 and
4 may be compned wnh the scope of the statements on
dards and p issucd by the Audiung
Sunrhrds Board (AuSB) of the Austrahan Accountng
Rescarch Foundation (AARF). However, reflecung the
broader audit mandate, they include additional matenal
dealing with aspects of leguhnty auditing and they
provide for perf v(su,,.‘30)
At some pomts, expl y material s included mn order
to brmg out the s:gmf icance for auditing standards of
1stics of the A ban public sector

P

S. The development of audit standards and
practices, whether m relation to public or private sectors,
owes & great deal to the work of the professional
accountancy msttutes In Australia these arc the
I of Ch d A m Australia and the
Austraban Society of Accountants, which have joutly
sponsored the AARF. In their development work these
bodics take account of the Intcroatomal Auditing
Guidelines issued by the International Federation of
Accountants

6. There are large arcas of commonality in
dards and appropriste 1o the resp
sectors, but thenc arc also mnportant differences of
prmciple and pnctxce 'I‘hc most mportant of these stem
from public and diffe

m the scope of the audit mandate.

7 The GAO Audiing Standards have been
devcloped taking mto account the work of other bodies

lating audit dards and p For field
audnt dards and dards they draw heavily

on Statement of Audnmg Sundmls (AUS1) and relovant
Sutements of Auditing Practice 1ssued by the AuSB.

8 In these standards the term ‘audit institution”
refers 10 the GAO and the term ‘audit personnel’ refers

The term Supreme Audit Institition (SAD relates to the public body in each country which exercises, by virtue of law, the highest public audit
function mn that country. In Australia, the SAT is the Australian National Audit Office but State and Temntory Auditors-General and their offices arc

completely independent of the Federal body.
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to GAO saff. The terms also apply to partners and staff
of a coatract auditor cogaged by the GAO

9. These standards will be revised from tme to
umebyﬁmhernwcepubhshedmdwcam
or 1 of the GAO

Auditmg Standards 15 the Auditor-General’s
responsibility.

Requi ts of public bility
Geaeral Obligations
10. An cssential function of pubbc audit is to

provide assurance to the execlmve government, the
Asscmbly and the gardmg the of
public bil bli Thus fi must be
a central focus of publlc sector auditmg standards.

1. In the public scctor, public sccoumtabihity
obligations extend to all bodics cmwd for public
purposes.  Irresp of their

degree  of awtonomy or funding  arrangements,
governmental bodics and public enterpnses  are
accountable to the Assembly for the effecuve

rf of thewr fi Public enterpriscs
mclude departmental commercial undertakmgs, bodies
established by statute or ive order and comp
m which the gov has a ling nterest
Subsidiary compames of such bodies hkewisc are
accountable, through them, to the Assembly

\

12. Public sector auditces are expected to be
conscious of the imp of and
mproving the efficiency and cffectiveness of thewr
adminsstration and operation and of the part played in
thus process by the obscrvance of public accountabiity
responsibilities

13 In broad tcrms, auditee managcments are
obliged by law to report on the management of the
resources with which they have been entrusted, and are
expected to answer for the financal, manageral and
program respousibulitics that have been comferred on
them. Adequate mf control, I and
i are i t clements m the

mp

porng sy
accountability process, as is the nced for cost
consciousness and cfficiency and efficacy m the
utilisation of resources.

14 It 13 mcumbent upon the management of
g i bodics to te with audit personncl
to permit them 1o attam auditing goals with reasonable
efficiency and cffectvencss. Sumlarly it 18 the duty of
officials of such bodics to co-operate with audit
personncl by piving assistance or mformatioa that may
heip them accomphsh ther task  The geaeral duty of
auditees to co-operate with the audit msttution is
supported by requInng  provi of access 1o
all data y for a preh
asscasment of the

auvitics under examunation.

A ting dard Is and perf

measurcs

15. It 1 pruarly the responsibility of
o & dards, and the

8 g
fmmmdpmunmof:ccamu, for the public sector.
In Austraiia, such d ination should bave regard to
theworkof!heAccmmSundudlBoudmdm
Public Sector A ing St ds Board blished

Auditing Standards 3.

under the auspices of the AARF '

16 In the public scctor, acounting standards are
.pnmmlythe ponsibility of the T: who scts out
1 The T also app the

specific fonn of the financial statements of statutory
authorities, ¢ g, m accordance with provisions m the
legislation  establishing those  authorities. He also
d which dep: i ial undertakings
are required to furnish audited financial statements, and
the form of these financial statements

17 The responsibility for developmg am
auditce’s mtemal accounting and admunistrative system
and protecung its resources lics first and foremost with
the auditee.

18 The primary responsibility for cor
and sufficiency of the form and content of the financial
reports and other mformation rests with auduee
management, since these are the auditee’s assertion of its
financial posiion and the results of its operations

19 Conmstent apphication of the appropnate
i dards 15 a pre-req to the far

P of the fi | p and the results of
The ial and other

information submutted for verification should be free
from irregulanties

20. Smmilarly, 1t is the prunary obligaton of
management to ensurc that applicable statutes and
regulations arc complicd with and that adequate internal
controls and mtemal audit arrasgements are m place, and
to observe probity and propriety m decision-making

21, In relation to performance auding 1t is the
primary responsibility of auditee within the
bounds of p bility, to develop ble program
by ,  perf d s, controls and
ar for hi

22 It 15 m the mnterest of the auditee, and 1t 18
the auditee’s admini bhg: to design p 1

systems which will make avadabie the information
required for audiung. The auditcc 1s responsible for
havmg systems which are capable of providing useable,

, and Without these, of
course, how can it expect to properly manage its affaurs?

23 To the extent practicable the provinion of
statements mdlcnmg m detail the govemment's goals m
trah 1 and the og by

admmusteators of specxf c und measurable objectives and
target 18 supporied by the GAO

4. 1t 1s for the auditor’s judgment whether the

dards, control sy and performance
mdlcnlom adopted by the auditec arc satisfactory, and
appiied i In perf d m cases
where adeg of p by and

performance mdlcators is lackmg, nudnl personncl have
to develop their own cnicna and mdicators, taking
management advice into account.

25. The GAO has a responsibulity to assist work
ammed at improving techmques for reviewing the vahidity
of performance measures.

The audit mandate

26. An adequate understndmg of the audit
mandate is a pre-requisite to effective auditng m the
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4. Auditing Standards

2.

public sector.

27. The primary responsibility for sudit of the
public sector is vested i tho statutory office of Auditor-
General, established by the Act. The Act sets out the
terms and conditions of mmcumbeacy, temure, powers,
dutics, functions, and gencral responsibilities and other
matters governing the holding of officc and the discharge
of the functions and duties to be performed.

28. The Auditor-General’s mandate specificd in
the Act is suppl d by audit p m other
caactments relating to establishment of mdividual bodies.
The Act permits appointment of the Audmr—Gmenl as
external auditor of all g lied comp

29. The statutory basis of the audit mandate
mean that the Auditor-General has a  paramount
respouasibility to exercise his or her own judgment as 0
the audit approachcs to be applied m the diverse
situations that arise in the course of government audiung.
As the Geaeral Statement of XTI INCOSAI obscrves.2

"It is the primary respousibility of the SAIs
to develop and apply auditing standards and
procedures which they judge as approprate
to their mandate *

30 The Auditor-General’s comprehensive audit
mandate cacompasscs the following functions:

(1) Regularity auditung?

(0] ion of financial bility of the
Government’s adminustration, mvolving
ion and cvalustion of tng
records of departments and expression of
pmions on fi 1
(i) of financial bl
of other Government bodies, involving
ion and evah of tang

records and expression of opinions on
financial statements;

(i) other regularity audits of departments and
other bodies mvolving:

(2) ination of financial sy and
Tuding an eval of
compliance with applxcablc statutes and
regulations,
() review of internal control and internal
audit armangements;
{c) examination of the probity and
propriety of decisions taken with respect to
all aspects of the admmistration of the
auditee; and
(d) reporting of any other matters ansing
from or relating to the Auditor-General's
activitics that the Auditor-General considers
should be brought to attention.

(2) Performance auditing:

(i) valuation of economy, cfficiency and
effe of g of dep
and other bodies, including review of:

paragraph 63.

. utl of buman, fi 1 and other
resources;
" £
. Y > P
md g 3 and
. procedurcs followed . for

dying idenifed defs

31, In gencral terms, the Auditor-Geaeral's
mandate provides for him or her to conduct, or direct the
conduct of, comprehensive auditing of departmental
admmsstration and of most public caterprises.

32. ‘Where a company auditor has beca appomted
under contract by the Auditor-General as external auditor
the Auditor-Geacral's mandate in relation to that
authority is aot changed.

3. Performance audits carned out by the GAO
comprise efficicacy audits carried out under the Act and
the making of a report thercon.

34, The mandate for performance auditing stops
short of review of g policy d It s,
bowever, as the Gencnl Statemeat of XII INCOSAI puts
it, * ble for perf audit to incorp the
audst of mfommon Icading to policy decisions and the
detcrmination of whether policy objectives have been
met

35 By convention the Auditor-General provides
audit services whlch although not specified in the
statutory d ded by the

external  auditor. Examplu arc provmon of audit
certificates in borrowmg prospectuses and provision of
letters of comfort to lending consortiums.

Audit Objectives

36. The geacral objective of audit m the public
sector, including the ACT, bas been mdicated n broad
terms by the C calth Joint Parli Y
Commuttee of Public Accounts (JCPA) as follows.

® The role of the Auditor-Geaeral, and by
extension his office, is to mprove the
economy, efficiency and accountability of the
Commonwealth Public Sector by
hensi diing of C: calth
deputmenll and agencies, and by reporting
on these audits to the Parliament,”

37. The soundncss of administration and results
of operations arc rendered more credible when venfied
by an audit msttution. When adpumstration and
operations attract the criticism of the audit msttution,
there 15 a presumption that they should be changed

38. A corollary of the geacral objective 18 the
objective of identifymng, and reporting to the Assembly,
irrcgularitics and defici in perfc It is
important that this be donc in timely fashion to meke it
possible for to be taken in individual
cases, to make accountable partics accept respoasibility
and to allow steps to be taken to prevent or deter
recurrence.

3. For some clements of the Auditor-General's

General Statement on Performance Audit, Audit of Public Enterprises and Audit Qualty, Twelth Intrmational Coagress of SAT's, Sydney, 1986,
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mandate, particularly m regard to the audit of financiat

of public , the Auditor-General's
audit objectrves are akin to the objectives of commercial
audits m the private sector.

40. A further objective is to mform the
Assembly of any sigmficant impacts on audit
effectivencss ansmg from refusal or reluctance of an
audites to co-operate With the audit msutution. It 1s the
audit mstitution's duty to cvaluate the causes,
curcumstances and nature of such reluctance, and its
effect on the th b and effecti of audit
procedures, and mclude any smignuficant findings from
that evaluation m the audit report.

41. The outcome of an audit 18 the expression of
a opinon, snd sufficient valid evidence must be
gathered to pernut a sound opiion to be formed.

42. The audit process tscif acts as a catalyst for
review by management and has the constructive objective
of guiding and cncoursgmg mprovement The audit
nstitution has the duty to bring to the aticntion of the
pprop level of all resuits, wregulanti
or shortcommgs that sudit persomnel may ducover
M has the oblig to provide the auditor
with exphmunm regarding the audit findngs and advice
of remedial action taken or proposed.

43 Tt unpl.mt m these objecuves !hat the GAO
high of p 1 perf

‘When performmng audits and repoﬂmg themon, the GAO

acts cxclusively m the capacity of an audior The

professional status of the pubhe secwr auditor unposes

Wlunn the
Auduor-Gencrll' dat the appli of
of the proft [ i 13 subject to

the GAO Auditng Standards

2. General Auditing
Standards

Application of the GAO Auditing Standards

4“4, The GAQ Auditing Standards over-nde my
non-statutory  auditing or

prescribed by bodics, other than the GAO, with whuch
the GAO Auditing Standards conflict.

45 The Auditing Standards constitute the cniteria
against which the quality of audit results s cvaluated
They aiso provid d for audit
personncl, which can help detcrmme the extent of
suditng steps and procedures that should be applicd m
the audit. Application of the standards by GAO staff 18

d by suppl y  mste , P
and action packag
46 For the purpose of any report to a Mimster

relatng to the work of a contract auditor, the Auditor-
General will examme and evaluate that auditor’s work

sgamst the GAO Auditmg Standards

Independence and objectivity

Relatonship with the Assembly

47. The d by the Asscmbl

toexmcﬂwmpomafthe.kudntor—dm:lphyn
cenualmlemenmnngﬂm.wbhc accmmhbnhty
- ised. It 13 "

mmbmmchudnof—Gewnlmd the GAO to

Auditing Standards 5.

work closely with those commuttees.

48. The Audstor-General and  GAO  sudit
N 1 may give bers of the A bly bricfing of
a factual nature on audit reports, but it is important that
thc Audxwr-Gmnl and GAO audn personnel maintam

from political m order to
preserve an mupartial h to audit responsibilities
Thus the Audnlof-Genenl and the GAO should not be
responsive, nor give the app of being resp

to the wishes of particular political mtercsts And
auditors contracted by the GAO are to clear any public
comments beforchand with the Auditor-Geaeral

49 The Auditor-Geacral will program the work
of the GAO in accordance with the audit mandate, and
adopt methodologics appropriate to the audits to be
\mdcmken While having approprate regard to
of of the Assembly, and

bemng accountable to 1t for the excrcisc of the audit
mndlu: the Auditor-General would ot look to 1t for
4 m the p and

execuuon of audits

50, G lly legisl pecifi porting
requirements that the Auditor-General must observe,
including the matters subject of an audit certificate or
opmion. Subject to those requirements the Auditor-
General will flexible arrang for reportng
to the Assembly, and determme the content and tmmng of
reports having regard to the parucular circumstances of
the case

51 The Auditor-General 18 accountable o the
Assembly for his or her usc of resources and the
effective performance of the audit mandate

Rel hips with the ive g

52 While the Auditor-General has a common
interest with the exccutve government, m relation to the
P of public bility, the Auditor-General's
cssental rclationship with the government is that of
external auditor. As such the Auditor-General’s reports
to Minsters and to the A by usmﬂ:c by
drawmg to defi d and

d On the other hand, the
Audltorﬂencnl and the GAO should not participate m
the 's fi or act as an
agency of the execuuve, since that would militate agamst
the Auditor-General's independence and objectavity

53. As ial el t m the mdepend of
the Auditor-General is the absence of sny direction by
the executive government n relation to the Auditor-
Genenal's performance of lus or her mandste  Another
essential clement ts the compicte freedom of the Auditor-
General to sclect private audst firms, or hisher own
officers to perform audits of the governmeat The
Auditor-General should not carry out, modify or refram
from carrymng out an audit, or suppress or modify audit
find at the d of a Mimster or the g

or its scrvants. Nor should he/she be preveated from
selecting officers to be employed m Ius/her office to
conduct public sector audits

54. While it is appropri for the Audi
General to d by the

mmmforwdnemmhon meAud:wr-Generﬂm\m
cxemwndne:euon!odeclmemymhmqwumnu

with of the audit
mandate, e.g. if it v/ould fequire participation in a
or fu or would displ
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audits the Auditor-General considers to be of hgher
pnority in achieving effective exercise of the audit
mandate.

55. A sensitive area in relatonshups between the
Auditor-Geacral and the exccutive concerns provision of
resources to the GAO In some degree, arrangements
for the Auditor-General's resource provumn may be

related to the s fi
and general expendnnre policies,  As agamst that,
effective of public bility requires that

the GAO be provided with sufficient resources to enable
the Auditor-General to discharge his or her
ponsibilitics in a ble manner.

56. Arrang for provision of to
the GAO which did not recogmse this requirement could
compromuse the Auditor-Geacral’s independence. It
would be lppropmw for the Auditor-General to report to
the A bly any mmposi of or other
restrictions by the cxecutive or its servants which would
constrain the Auditor-General’s independent cxercise of
the audit mandate.

57. By legal provision or convention, the
pemnits ble access by the

Aud:wr-Gmenl to sensitve information, such as
ial d which 18 y and

relevant to the discharge of the Auditor-General's
responsibility. The Auditor-General must take adequate
steps to protect mformation of this kind provided to hum
or her in confidence by the executive

58. In order that the Auditor-General not only
exercise his or her functions independently of the
executive but be seen to do so, it 18 important that the
audit mandatc and the Auditor General's mdependent
status be weil und d in the The
Auditor-General has an obligation to undertake an
educational role in that regard.

59. Collab b the Auditor-General
and the executive 13 dumble m some arcas. For
instance, when the legsl
affecting the Auditor-General’s mmdnxe or contemplates
putting forward legi or
L the fi | of public bodles. it
1s appropriate for the Auditor-Geaeral to be asked for
advice md 0 make known his or her views on the public
i of the proposals  Simularly,
the Auditor-General should be mdy to advisc the
executive in such matters as accounting standards and
licies approp in the public sector, or
the fonn of financual statements The Auditor-General
must be careful in tendering advice to the executive to
svord any express or mmplied commitment that would
mpair the Auditor-General’s independent exercise of the
audit mandate,

60. The Auditor-General’s functional

d d need not preclud with
emuuve agencics or statutory bodies m regard to the
admsnustration of the GAO m matters such as industnal
or purchasing of equsp mdmm.w:mm
p that ¥ or statitory bodies not be
in & position to take decisions that would cadanger the
Auditor-General’s mdependence m discharging the audit
mandate.

Relationship with auditees

61. The Auditor-General snd as spplicable a
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contract anditor must be, and be seea to be, objective in
the auditing of dep public P and other
bodies. The audit insutution should be far m its
cvalustions and m its reportmg of the outcomes of
audits,

62. The public sector auditec is not m a client
reistionship with the Auditor-Geaeral. A Mmister,
department, or board of a statutory authonty cannot
mfluence the scope of the audit or its findngs agamst the
profcasional judgment of the Auditor-Geacral. The audit

jon has to discharge the audit date freely and

Ily, takmg T3 views mto consideration
m fotmmg audit opinions, but owing no responsibility to
the management to the auditec body for the audits
undertaken.

63. The audit institution must not parti m
the managemeat or operations of an nudlteebodymany
way that could prejudice an objective and imp
appro-ch to future audits, Audit personnc! must not

\; of and, of
audit advice is to be gwven, it should be conveyed as
audit advice and acknowledged clearly as such.

64, The audit msttution may cncounter a
siuation m whxch o auditee developmg sophusticated
and £ and ions systems is

not making adequate provision for mcorporstion of
controls and audit trmls Fulure w mcoporate such
features from the outset of syswm development can lead
to bl bl in tng the systems and their
outputs, when the systems hnve become operational It
would be approprate in such a situation for the audit
msutution to draw the auditee’s attention the matters that
should be taken into account in developing the systems

The audit mstitution should, however, make it clear that
decisions affecting the demgn and structure of systems
remam the responsibility of the audites

65 In any case the audit mstitution should seck
to cxamine m a timely manner the planning and
develog of mf and systems
by auditees.

66. 1t is the responsibility of a contract auditor to
avord arrangements or stuations giving rise to a conflict
of interest or appearance of such a conflict It 13 not
practicable to specfy every kmnd of arrangement or
siuation that mught give nsc to such a cooflict or
appearance of conflict but, in general terms, 1t would be
mappropriate for a firm to act as contract auditor where
members or employces of the firm or of a closely
associated firm

(1) are providing, or have recently provided profcssional
services which would be seen a3 affecting  matters
subject to the audit;

(2) have recently advised the auditee regarding the
selection or appomutment of senior staff members
who are still serving; or

(3) arc providing or have recently provided professional
services t0 & ber of the ag /audi or W an
undertaking of which a ber of the ageacy/auditee is
a director or otherwise has a sigmuficant ownership or
management mterest.

67. Armangements for sciting fees 10 be charged
by the Government to an auditee should embody
sufficieat flexibility to preclude any mhibition of the
effectave exercise by the Auditor-Geaeral of histher
statutory audit responsibilitics. Fee paymg bodics may
be given an cstimate of the fee likely 10 be payabke m
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respect of the audit, with the understanding that the
actual fec payable may vary from the cstumate depending
on the amount of audit work consdered nccessary to
disch the audit obligati Prompt advice should be
given to the auditce should it become clear that the
estmated feo will be substantally revised.

68. In exercisng 1its powcrs of access to
premises and records reiovant to Audltus and thew
and of ot ! from

persons posscssmg it, the audit msttution should seek to
mamtam good relatonshups with auditees with a view to
easurng the free and frank flow of information and the

duct of di m an ph of mutual
respect and understandng. At the same tume,
relationships with auditecs must not be s0 closc as to
inhibit cffective and mmpartial planmnmg, cooduct and
reporting of audits.

69 Audit personn.el of the audit mstitution must
not b involved m 1 of auditec
bodies as to their dutes.  Any ludn personncl of the
audit mstoution who have close affilutions with the
management of an audnlee body such a8 socul kinship
or other rel to of
objectivity, should not be assigned to audit that body

Relationships with external bodies
70. The Audxmr-Gmcn.l may eater formal
1 h with p | bodics, provided the

relauonships do not mhibit the GAO's independence and
objectavity, m order to avail himself or hersclf of the

advice of experienced b of the prof at
large
n. In order to make the public audt mandate

more widely understood the Auditor-General and the
GAO may co-operate with academic msttutions and
profeasional bodies m thewr ongomg activities, mcludmg

by way of contnt wp d of p 1
and p of ref matenal
2 1t 15 also approprate for the GAO to co-

operste with the media in relation to publicismng the
public audit mandate and the reports of audits by the
Auditor-General but not to the extent of preempung the
nghts of the A bly and/or its

Competence

73. The GAO nceds to command the mnge of
professional skills and cxperience necessary for effectve
exccution of the audit mandate  For all clements of that
mandate the audit work should be carned out by persons
whose ed and profa | exp a d
by the Auditor-General 13 commensurale with the nature,
scopc and comploxiies of the audit task. The GAC
should be equipped with a nngc of audit methodologics,

Y based | analytical review

thod '} pling, and audit of automated
mformation systems

74. The GAOQ’s personnel should have a good

understanding of the public sector environment, including
such aspects as the role of the Assembly, the legal and
E jonal ar I3 the op of
) and the ch of public cnterpriscs.
chwue, tramed audt personne! must posscss an
adequate knowledge of the Auditor-General's policies
and auditing concepts, the GAO Auditing Standards, and
GAO practices and methodologics.

Auditing Standards 7.

7s. It 15 desirable for the GAO audit penonnel
b bers of & p ional body to
thewr work, and to ymu::pne in the body’s activiies.

76. It is open to the GAO to acquire specialised
skills under short-term contract should the successful
curymgmnoflnwdusomuuvmotdermnthcaudn
and are pereep
md soundly based and reflect an adequatc understanding
of the subject arca of the audit. It 1s for the Auditor-
General to judge, m the parucular circumstances, to what
extent the GAQ’s requirements arc best met by m-house
expertise or employment of outside cxperts.

n. The audit resources deployed on the sudit of
ﬁnmcnl suwmentl should unstary undcmke 2
i of &

systems, as well as of cenml agency co-ordination
arrangements and control sysioms, and have adequate
expertise in the aud y and tech used by
the GAQ m this audit.

78 Audit p 1 d by a

auditor should have a good undersundmg of the public
sector eavironment m which the auditee operates and of
the logal and mstitutional arrangements governmg the
auditee’s operations.

79 Audtt p 1 should, as d by the
Auditor-General, posscss switable academic qualifications
and be equpped with appropnatc tramung and
expenience. The GAQ should also mawtan standards
for professional dovelopment of audit mff hnvmg
regard to the audit hni and 1c8
applicable to the range of audnu undertaken

30 The extent to which scademic attamment
should be related specifically to the audit task vares with
the type of auditing undertaken. It is not necessary that
cach auditor be expert m  all aspects of the
prek audit d However, policics and
procedures governmng the assignmeat of persoanncl to
audit tasks should am at deploymg personne, who m the
judgement of the Auditor-General, have the audiung
skills required by the maturc of the audit task (while not
eglectmx the need v.o bmldm the expcneuce of staff to
their ¥ ). Audit
personnel must amm an adequate knowledge of the GAO
Audiung Standards msofar as they apply to the particulac
audit.

81. Policies and procedurcs goverming
supervision of audits should casure that audits arc
phnned ami supervnml by an audior who s
ledgeable m the GAO
Audl!mg Standards dm pertam 10 the parucular audit lnd
m the audit 's thodol and equipp
with an understanding of special characterisucs of the
public sector environment that are relevant to the sudit

82 Audit of financial systems, accounting
records and financial statements requires trmming in the
accounting ducnplme as well as a knowledge of

hcable legi and orders rel to the
wco\mubdi\y of the auditee. In auditing financial
of authorit ferred 10 in Guidelines 1ssued

bythcoovunmmmemhmnmmsbwldmdit
agumst thoso guidelines  Subject to that requircment,
mdmleumhcrwuedec:dedbyﬂwAudﬂor—Oencﬂlmn

i the financial bility of public
qumm is audted agamst curreat Accountng
Standards issued by the relevant authories  Audit
pencnnelshouldbewellverwdhmeappliuble
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el 1
od tng

83. Audit of compl install and
syﬂema:hmldbelmdemkenby,or\mduwpervum
of, an audit specialist in data processing.

84. For audits focusing on the perf of
and p bers of audit
mmyhavelbukgramdmmmngunem,
g or other rek L
The lud.ll tum should be familiar with effecuve
h and hods of ing
pcrformmce. lnvemgltwe ability is & pre-requisite,
meluding qualitics such as alertness, persisteace and,
importantly, expericnce. The extent to which specialised
technical expertise related to specific activities of the
auditee should be deployed is a matter for the Auditor-
General’s judgment having regard to the sudit mandate
and the scope of the pasticular audit,

Due care
8s. Audt p 1 must profe |
integrity and duc profcssional carc and in

complymg with the GAO Auditing Standards. This
cmbraces care m specnfymg evidence required, in

henng and ling » aod in reportng
findings.

86. Proft 1 perfe and ise of
techmcal skull should be of a quality appropriats to the
complexiies of particular audit assigaments. Auditors
need to be alert for conditions such as control weakness
and inadequacies m  record-kecping; and unusual
transactions or results which could be indicative of fraud,
improper or unlawful expenditure, unauthonsed
operations, waste, mefficiency, or lack of probity

87. The GAO should be satisfied that the audits
its resources allow it to conduct are effective m detectng
miateral errors or irregulanties, while recognising that it
is impossible for audit to guarantee freedom from all
! Adequate evid must be adduced of the
existence of irregulanihes referred to in audit reports,

88. In determining which audit tests and
procedures are to be apphied to achieve due professional
care, matiers to be considered include the following,

(1) requirements to meet audit objectives
(2) materiality of matters to be investigated

@) ad cffe of zy of
accounung and internal control
)] of costs of mplk mg sudit plans m

relation to Iikely benefits to be derived; and
(5) the extent and quality of internal audit coverage

89. There should be adequate uaderstanding of
the auditee’s circumstances The GAO may cxplam to
the auditee the scope of the audit and audit requirements,
and should be ready to engage in searor-level discussion
with the suditee in order to minunise misunderstandings
and avoidable conflict.

90, Apart from cxeeptional circumstances (e g.
suspected muajor fraud, which generally would be a
matter for law cnforcement authories) there must be
adequate testing with the asuditee of the GAO's
percepti prog b} and
critenia, any irregularitics or perfe

and  possibl for mp Auditee
responscs should be documented and taken into account
n andit reports.
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9. If the audit institution cmploys cxtemal
expemucmmmummustemueduemtomm
tteelf of the i * profi mp and
»apttude for the i tasks involved St of
Auditing Practice AUP22-Using the Work of an Expert,
is rclevant. Similar care is required if outside suditors
arc cagaged by the Auditor-Geseral oa contract, in
asdditon care would be nccessary to casure that audit

mclude ad ion for the Auditor-

Genenal to determme audit scope and  standards

92. When the GAO uses the workofmodwr
auditor it must apply adeq P to
ulunnceﬂmmeodwruldnorhuexenucddm
professional care and complicd with relevant audit
standards, and must review the work of the other auditor
to satisfy itsclf as to the quality of that work. Statement
of Auditmg Pncuce AUP11-Using the Work of Another
Audit is In addition a auditor
proposwng to rely on the work of another auditor must
first obtain the Auditos-General’s concurrence in the use
of that other auditor.

93, Except as may be required for the purposes
of an Assembly inquiry or legal proceedings, information
about an auditec acquired by audit persoancl in the
course of thewr work must not be used for purposes
outside the scope of assessment and formstion of an
opmion and in reporting the muln of v.he audit, It s
esseatial that the audit fideatiality
regardng audit matters and mformation ansing from
audit tasks.

Quality of audit performance

4 The Auditor-General’s mandate imposes on
the Auditor-Gieneral the duty of forming audit opinions
and of reportng those opini the a Mi or to the
Asscmbly.,  While thm exists provision for the
delegation to scator audit personnel of authority to sign
repom and certificates m relation to certain auditecs,

ibility cannot be delegated and 1s bome

personally by the Auditor-Geaeral.
95 Accordingly, the Auditor-General's
for g of audit must
body ad of ion and review

lomlyonmormffthnthdshealonemmbe-blew
appomt and, as well, enable the Auditor-General and s
or her deleg to be ficd there are adeq bascs
for the opinions formed and the reports signed

96. The duties and responsibiliies thus bome by
the Auditor-General are crucial to the concept of public
sccountabulity, and hence the GAO must apply to its

audits dly based methodol and p Itis
mcumbent upon it to formuhw procedurcs 1o secure
cffective of its responsibilitics for audit reports

and certificates, unmpaired by less than full adherence
by personncl or ageats to its standards, planning
procedures, methodology and supervision,

n The wider and more discrctionary m nature
the audit date, the more complex b the task of
casuring quabty of performance across the whole
mandate, To a conmderable extent the Auditor-General’s
comprehensive mandate lcaves to the Auditor-General's
discretion the frequency of audits to be carned out and
the nature of reports or certificates to be provided.
Quality assurance in this comtext demands a hugh
dard of within the GAO.

P

98, In considering the question of the kagth of
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the compreheasve audit cycle, i.c. the penod withm
which prel audit of each auditee
should be achieved, weight has to be given on the one
hand to the need for assurance that auditees are properly
exercistng their public accountability responsibiliues, and
on the other to the GAO’s capabilities, mamly its lmuted
resources  Since the GAO is not equipped to undertake,
within a moderale timo-scale, all relevant audits
including performance audits covering the wholc of
every auditee’s operats it is y to d

the rmange of audit actvitics which, withm the
comprehensive audit cycle, will g:ve the mlxxmum
assurance, for the

P
per of publi bility obli by each
auditee.

99. In determming the allocation of the GAO

resources smong different audit actvities the Auditor-
General gives priority to audit tasks which must by law
be completed and to those which meet that cnteria and
by law arc also required to be completed within a
specified tme frame. Assessment of priontes within the
discretionary Arcas of the comprehmwe mandate calls

for careful id of p bj for audit
and definition of the scope and objectives of proposed
audits. The p followed are designed to lead to

the identification of an appropriate order of prority for
audits to be undertaken, having regard to:

. sudit actvilics necessary to mect the obyectives of
the comprehensive audit cycle, and
identification of potsntial audits which, if carefully
planned and skilfully performed, would produce
and valuable audit findmgs which
lcad to mproved administration

100 Assignment of prionties  compatible  with

quality of perfe across the mandate
involves exercise of the Audlwrv(}mcnl's Judgment m
the light of lable mifc A portfol ofdau
and mtelligence p to the fu and
operations of auditee bodics has to be mamtamed to
assist in dentfymg arcas of mwml.lly and vulnerability

md areas holding p ial for imp m
Preli y or diag studies of

specl.ﬁc auditable arcas can be a useful ad to decisions
of top Ity large-

scalc audnu in thosc areas.

101. R d to undertake each audit
needtobeumsedwthntsumblysksuedmﬁmaybe
assigned 1o the work and a control placed on the staff
resources o be applied to the audit.

102. Adh to the comp dards set
out m parsgraphs 73-34 inch 15 2 pre-requisite to the
mamtenance of the quality of audit performance.
M of an y of skills of p 1 and

contractors can assist m the plannig of sudits as well as

identifymg deficicncics. Thc GAO has to uke ndcqunc

steps to provide for g P

of its personnel, including, as approprite, pmvmon of
in-houss trammg and external courses.

103. If the GAO, in the performance of 1ts
functions, sccks advice from external specualists, the
standards for exercise of due care m such armngenxats
have a bearng also on the mamtenance of quality of
performance.  Advice, when obtamed, should be

tuated and a idered deciston taken about adopung
it. The obtaining of advice from an external expert does
st relieve the GAO of respousibility for the opinwns
formed or conclusions reached on the audst task,

Auditing Standards 9.

104, Quality sssurance arrangements based on
peer reviews provide a further means of casurmg quabity
of performance, addiuonal to review of audit actvity by

.personnel having lins responsibilty for the audits

concerned. The GAO should establish appropnate
arangements for review of the depth of planamg,
conduct and reportmg in relation 1o an audit or a sample
of audits by suttably qualificd personncl of an audit
institution not mvolved in those audits  The mxcwcrs
should consult the rel tine

the outcome of the reviews, and report pcnodnc&lly to
top management.

105 The GAQ’s am 13 10 ArTangc & peer review
over & wide charter with its cenml ob;ecuve bemng the
P of icving  cffective

mmgemenlofﬂwGAanpenuommdwsummgme
quality of its professional performance.

106 A contract auditor should observe applicable
clements of the GAO Auditing Standards and Statement
of Auditmg Practice AUP 13-Controt of the Quality of
Audit Work.

3. Examination and
Evaluation
(Field Audit) Standards

Methodology and planning background

107 The general audit methodology applied by
the GAO 18 systems based audiung. With approprate
modifications, systems based auditing concepts from the
basis of audit techniques for both regulanty (including
atiest) audits and performance audits

108 Systems based auditing rests on the concept
of:

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

. Imted or sample compliance and substanuve
testing to confirm the evah of the effecti
of the system of control

109 The appl of the sy based
approach in the audit of the accounts and records of
departments is based on a methodology developed by the
Australian National Audit Office (ANAO) specifically for

this purposc.

110. Sy based methodology 1 not wholly
lpphcable to ﬂw audit of all stattory authonues,
larty P ing most, if not all, of the

follawmg features:

himuted segregation of functions
. high potential for management to overnde cstablished
procedures
formal of policy, p larly
concerung accounting matters
Limited numbers of financial/accounting functions or
activitics

ly few tng and
. the abscnce of internal audit.
lll. A summary of the GAO’s systems based

cthodology 1 provided m the Appendix 1o the
ANAO's publication: Elemeats of Efficiency Auditing .
A Basic Guide, AGPS 1986,
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112. Subject to relevant GAO Auditng Standards
and agreement with the Auditor-Geacral a contract
auditor may apply audit methodology appropriate to the
audit tasks undertaken.

Planning of sudits
Planning of Audits
113. Thc compreheasive  auditing  approach
invol g and duct of a

the
cycle of audits encompusmg the functions detailed in

panagraph 30. The comprehensive approach underlics
the development, each year, of a Strategic Audit Plan.

114 The Strategic Audit Plan (SAP) is developed
from & portfolio of information about each audneemd
identifies all the auditable ies for cach organi:

for which the Auditor-General bas responsibility,

115, An objective 15 to plan audit tasks covenng
the full range of regulanty audits over a three-year
period. In prmciple, a smular objecuve could be
conmdemd appmpmte for performance suditmg but

pecially relating to  staff

1 and the do and ! of fi Ity
designated efficicncy audits, pmclude ﬂnt at present
Instead, the scl of perfi

has regard to resource availability and the xdenm‘ cauon.
from the auditee portfolio, of arcas of major materiality
and vulnerability and likely room for improvements mn
admimstration.

116. The first year of the SAP is developed
having regard to the prospecuve avadlability of audit
resources and specifics the:

. aature of the audit task
cstumated resources required, and
. prionty 10 be assigned to the audit

117 The plannmng of audits requires careful
consderation of the need to cover the auditee’s
operations adequatcly, to conserve saudit resources, to
match audit skills to audit tasks, and ensure that the
prionty accorded audit tasks 15 observed.

118, Adecquate  planning  of audits embraces
consideration of:

. the cffectivencss of internal audit

. the personncl requirements of the audit

« all aspects of work to be performed, prionties for
desirable further age, and mch of
inf¢ from prelmminary or di studies,
and

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

Effectiveness of internal audit
119 The planning of audits bas regard to:

. the mdependence of mternal audit

. the internal audit work program of the auditee

. the quality fo mtemal audit work undertaken, including
capability of internal audit staff to perform competently
mternal sudit duties, and

- the notico taken by the suditee of mtemal sudit reponts,

120. An effective intemnal audit function, so far as
1t relates to reviewing the design and operation of

internal coatrols, cm.\llothcGAowt\'ducethcex!ent

of b and P dh but not
el.lmm.lle them.
121, Apart  from reviewmg specrfic  audits

undertaken by internal audit, discussions should take
place at least once each year in order to mamtan
awareness of miermmal audit plans  and  related
devel Di i should not extend to
revedmg to internal audit the scope of audits planned by
the GAO or by one of its contract auditors

122, An csseatial distmction between the intemal
audit ft and the 1 audit function should be
kept in mind. Internal audit 13 an arm of auditee
mnngemmt and ultimately eg the Secretary of a

P of chief ive of an agency or the audit
committec operating on hus/her behalf, determunes the
scope of mwmnl audit’s activitics and the fate of n.s

By the audit
not responsible to management nor is its final nepon
made to management. The Auditor-Genenal's

responsibility is to report to Ministers and the Assembly
and those reports may mclude an assessment of the
effectiveness of internal audit operat:ons in auditecs.

123. Audit by the Auditor-Geaeral or, where
applicable by a contract auditor, of the performance of
micrnal audit within a dep or other G

body should take into account;

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

audit engagemeat (in the case of internal sudit under
contract); and

(2) in the case of internal audit of departments and
authonities staffed under the Public Service Act, any
guidclines and standards 1ssued by the Goveroment or its
authonties.

Field audit plans

124 Field audit plans identify the objectives,
focus and resources for an audit and provide detamiled
guidance and steps for the field staff carrying out the
audst,

125. These steps include the method of evaluation
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 general
a ficld plan will

. wleatify the auditee, the audit task and describe the
audit to be undertaken
refer to the legal basis of the audit, materiality,
known risks, etc.
set out the audit objectives includng scope and
focus, audit boundancs and exchmom

- wentify methodology, samy and
mp-chgutobeu-edmuumdn

. details staff resources and time allocated

. st out monitorng and review pomts

. define reporting requircments, and

. ide for preg ng
md approving ofﬁcm
127. The ficld audit plan is confidential to the

GAO. It should not be discussed with auditee
management in a manner inviting approval, comment or
suggestions for amendment; although such practical
questions as timmng of access to suditee personnel and
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records may be varicd at the auditee’s suggestion Ay

altempt to inl the planning, scope or obj of
mnudnbyaudtwe g shall be rejected as an
p of audit independ.

128 The ficid audit plan for regularity audits

shall provide for a review of compliance with applicable
laws and directives. Ficld plans for regularity audits
should also require an oxamination of managenal

board or g records for
unusual transactions which may be mdicative of:

P ding powers conferred by |
. decisions reflecting lack of probity, and
lack of bilsty to the A bly.

129. The field audit plan shall be signed by the
Audit M: or Audit Coord

130 Where it becomes appareat that there is a
difference of view b auditee g and the
auditor as to the meanng of a provision in an Act Jr
other mstrument having legislative force, and a correst
mterpretaion is crucial to audit findings, the auditor
should request that a legal advisng be obtamed
Generally, the appropratc authority from whom an
advising should be obtamed 15 the Chucf hw Oﬂ' icer
Should auditee evmce

10 seek (or tardiness in seeking) an advising, the Auditor-
General will seek an advismng direct

131, For audits ideatified as p 1 offi
audits, & prelnunary disgnostic smdy 1s first carned out
o establish whether or not there is a sufficient bass for
the audit to be developed and undertaken as a desi d
efficiency audit.

132. The dusgnostic study should be undertaken
within guidelmes specified by the Audltor-Gencnl The
format of such guidelines cannot be dardi

of the dwem aature of efficiency audit subjects
Auditec management will be advised of the purpose of
the dugnostic study and that a decision wall be made
whether to proceed with an efficiency audit m the light
of the findings of the dsgmosuc study.

133 Field work carned out on & project audit
directed  at  issucs of cfficiency and management
cffcctivencss may, st the discreion of the Auditor-
General, be substtuted for a diagnostic study.

134. An audit may be designated by the Auditor-
General as an efficiency audit and carried out pursuant to
the provisions of the Act after considening the results of
» dugnostic study or project audit of an organisational

unit, ft or prog of auditable activity of a
department or statutory authonity
135, Where the Auditor-General decides  to

proceed with an efficiency audit, a plan should be
prepared sciting out, mter alia:

. the objectives of the audit
. the scope (boundares) of the audit and the functional
areas on which the audit will focus

. the resources required
. briefing arrangements for the ludn team
for prog: , and

. expecied date for completion of me audit.

136. The ficld audit pian for an cfficiency audit
may:

Auditing Standards 11.

. sct out the scope and objectves

. meorporate mstructions for the guidance of the audit
team as 1o work to be undertaken and audit enteria o

» be applied

. indi the rolo of 1| k 1f engaged for
the audit, and

. mdicats the tme allocated for the audit and
requirements for progressive review.

137. Subject to compliance with relevant GAO
Auditmg Standards, a auditor shat! have regard
to Statement of Audiung Practice AUP10-Planning

Suapervision of the audit

138, Where work is assigned to asmstants, the
asmistng audit officers must have sufficient proficicacy
mdmmmgwcarryomtheusngnﬂimks Since

Xp and other quahfications vary among
auditors, work sssigned must be commensurate with
skills and aptitudes

139. The audit manager should ensure that each
member of the audit team has a clear understanding of
the field audit plan before commencing the work.

140. Supervisory review should be directed both
to the substance and method of auditing. It should.

establish that the audit has been carried out 1
accordance with the GAO Auditing Standards and
auditing practices of the GAO

. ensure that the field audit plan and action packages
specified in that plan were followed unless a vanaton
was authorised

. see that working papers contain evidence supporting

dequately all work undertaken and findings and
conclusions
. establish that the auditor has achieved the stated audit
objectives, and

ensure that a ficld audit report had been prepared
seng out the audit findings.

141. Supervision should, as appropriate, be
d by the audit
142 For an audit conducted by a contract auditor,

the responsibtlity for supervision of the kind detaled m
paragraph 140 shall be that of the audit manager assigned
to the audit. The Partacr responsible for the audit shall
carry out the higher level of supervison of the knd
required by paragraph 141 and the GAO audit
coordmator will oversight the audst task.

Conduct of the field audit

NB Refereace to an audit mansger m the following
paragraphs should be read, m the case of an audit to be
camed out by a contract auditor, as a refereace o their
audit mansger or sudit semior or other supervisor
responsible for the ficld work.

143 Subject to these Standards, audit persouncl
assigned to the audt shall carry out the audit m
d with the approved ficld plan.

144, As guidclines t0 field auditors, fiekd audit
plans must not be read as restricling  professional
judgment.  Should matters come to the notice of the
auditor which carry implications for audit steps not
envuaged in the ficld plan, they should be discussed with
the audit mansger,
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145. A variation of the tune allowed for the audit
may be authonsed if adequate justification 15 shown,
The reasons for authorising such a variation should be
documented.

146. Where a field plan requires sampling to be
underiaken regard 18 1o be bad to Statement of Auditing
Practice AUP24-Audit Samplhing.

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

. matters ially affecting financial

lunce with legusl

- app ool with ting Tard,
and principles as applicd by the "Guidclines” 1ssued by
the Government

. d form plod tng
practices, and

. maticrs maicrially affectmg performance form the
standpoint of efficicncy, economy or management
cffectivencss.

- PP 3

148. Where an usue of audit sigmficance to the
formation of an opinion ariscs, field audit personncl
should orally raisc the matter with the appropriate
audites manager and seck an explanation. The matter of
sudit concem should thea be referred to the audit
manager who may discuss it with auditce management
with a view to the matter bemng corrected

149. Refercnce shall be made m the field audit
report to any significant audit issuc which has come
under notice durmg the audit.

150. Subject to L with this paragraph
and other relevant provisions of the GAO Standards, m
carrymg out a financial statcments audit regard should be
had to Statements of Auditing Practice issued by the
Australian Socicty of Certified Practicmg Accountants
and the of Ch d A in Australia.

151. Subject to any further nouficauon m the
Gazette of auditng standards sct by the Auditor-General,
regard should be bad also to any Statemeats of Auditing
Practice (or revisions to existing Statements) which are
usued by the professional institutions subseq to the
usue of these standards.

152. The specific req of the Comp
Act/Codes do not apply to stattory authonues, the
operations of which are g d by their blmg
legislaion  Otherwise, reference in the Statements of
Auditing Practicc to companics should be broadly
interpreted and  applied, unless the context mplics
differently, to the audit of & statutory authonty

153 Statement of Audiing Practice AUP 21

Audit Implications of Current Cost Accountng is not
k to audits undertaken within the public sector,

unless specafically called or m the ‘Guidelmes’.

Evaluation of i 1 )

154. Internal control is defined as follows

(General Statement of XII INCOSAI paragraraph 46):

‘The whole system of financial and other controls,
hding  the seare o
procedurcs and mternal audit, established by management
within its corporstc goals to assist in cooducting the
busmess of the enterprise in a regular, economic,
cfficicnt and effective manner; ensuring adhereace to
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g policies; saft ding assets and resources;

the and compl of tiog
records; and producing timely and relisble financial and
-management information.

155 Auditors must systematically evaluaic the
nature of the auditee’s operations and systems of mternal
control to assess the exteat to which it may be relied
upon to;

easure the integrity of accounting and other
nformation
. ensure compliance with smutory mqmrements and

effect m F

156. In cvaluating the quality of mternal control
the audit should focus on key controls. Where coatrols
do not exist or do not operate properly, additional audit
testing should be wadertaken.

157, Where accounting transactions and data are

d by a computensed system the auditor’s
mponsibxhty cxtends t0 ensuring ﬂnt the computer
system and appropriate control fi
mdthxtntuopenwdmnmhammermt\hzmwgnty
of data stored 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 Service Board™ publication "Guidelnes on
Internal Controls for Computer-based Systems”.

Audit evidence

159. Auditors must obtam all cvidence necessary
for the effective completion of the audit.

160. Bvidence needed to support the audit
findings may be,

. physical cvidence obtamned by observatton and eaquiry
. testimonal evidence from interviews or statements
from mvolved persons
4 v evid of lepislati
1l reports,
is, extracts from ting records, formal
charts and specifications of documentation flows,
sysicms design, operatng Is and org
structure and functional charts, and
. evidence secured by analysis of information collected
by the auditor

4

161 Bvidence  should meet basic tests of

and The audit
working papers must reflect the details of the evidence
upon which the auditor has relied or mclude copics of
papers contammg that evidence

162. The evaly of evid b d n the
conduct of an cfficicacy audit presemts 1ssues different
from those related to financial statements. From an

effici persp the 1ssuc fund 1 to the audit
18 the extent to which the products of an auditce arc
stated  oby and perfc cntena

appropnate to the service under exammation  The form
of such objecuves and avalabilty of much cntena vary
markedly, The suditor must cxamme the basis on which
they have been established andevaluate same and
u:hwvemenu agamst them, but, if not established,

hether efficient op require this 10 be

done.

163. In conmdering the use of resources the
auditor must endeavour clearly to establish resources
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employed and examme the costs mvolved. If the auditee
is unable to identify the cost of the resources cmployed
tus 18 1tself is a significant audit finding upon which a
recommendation would be based.

164. General guidance i relation to the critena
for the evaluation of

is ined in Chapter 1 of the
ANAO publication Elements of Efficiency Auditing A
Bane Guide, referred to carher

165. The evatuation of evidence should also have
regard, i relation o a specific audit, to enteria set out
in the management plan and the ficld audit plan.

Audit documentation

166 Auditors are to d d ty the

audit including the basis and extent of phnmng the work
performed and the results and findings.

167. Adequate d of audit p g
audit methods md procedures and audit ﬁndmgs and
results 13 a vital aspect of mamtaining a professionaity
acceptable level of auditing for these reasoas.

in the ab of such d the
accountability of both semior audit officers and field
audit staff for the standard of audit perfi may
not be achieved

. the Auditor-General or authonsed officer or audit
Partner must have an adequate basis for the audit
opmions ¢xpressed n a report
1t provides an cffective link between successive audits
and
1t provides a basis for quality assurance reviews

Relationships with audit

168 General  standards governung  relstionships
with auditee bodies arc set out m paragraphs 61 to 69

169 At the commencement of an audit an
mterview will be sought with an officer at an
appropriately sentor level of management. The general
scope and objectives of the audit will be outlmed and
discussed,  Scnior representation may be appropriate
depending on the patre of the audt. For audits
designated as efficicacy audits contact should be made
with the auditec body at Chief Executive level to explam
the scope and objectives of the audit and to make
approprute  working arrangements for access and for
progressive discussion of matiers arising durmg the
audit.

170 Progreasively throughout the audit,
arrangements  should be made with designated, or
appropnate, kvels of management to discuss or obtam
audit evidence and to venfy evidence

1m. At the conclusion of the audit am exit
interview 13 arranged, preferably with the person with
whom the opening interview (sec 169 sbove) was held.
‘The purpose of the exit mterview is to:

. sdvise auditee management of provisional audit
findings

. discuss with auditee management and obtamn
management comment oa the basis of audit findings,
conclusions and opinions

. afford the auditee the opportunity to question the audit

Auditing Standards 13.

and findi Inding any possibh
thﬁcanononmﬁnmcnlmmumd
. note auditco management comments

172. For audits designated as efficiency audits,
except where specmal circumstances exist and other
arrangements are made, the provisional audit conclusions
and findings are to be yed formally to the audites
prior to the exit mterview, and the auditee given an
opportunity to provide umely and formal comments on
them following the exit mterview. The exit mterview
and the auditee’s formal includi

on matters of fact, will be taken into account m the
preparation of the proposed report.

173, For other audits, except where special
circumstances exist and other arrangements are made, &
management letter is t0 bo sent to the scaior responsible
officer of the audiec body followmg the audit exit
mterview. The purpose of the management letier 15 to

state the p | audit findings and b {after
taking mnto account discussions at the exit interview) and
to clicit 8 fuding as to factual

evidence on which audit findings and conclusions were
basced.

174. The nature of the final report, including any
qualification to that report, is a matier for the Auditor-
General or the senior officor authonsed to sign the
report.  Accordingly, other Audit Office representatives
or contractors at an cxit micrview cannot give any clear
to auditee g about the statutory
mpon. Such advice, wlwn'. sought, may be couched m
the form of provi and
and given only with that clear understanding

4. Reporting Standards

G 11 1 nahl dard:
PP poring

175 The comprehensive nature of the audit
mandate involving tasks which vary in nature, objectives
and scope, is not ducive to s dard

format for all audits. In relation to some of thesc usks
certam esscatial mquuunenuoflheaudntrepoﬂmm
out m the auditing provi of the rel legasl

In such cases, the form of the legislation may give the
Auditor-General a wide discretion,

176. In geoeral terms, reports should be clear,
concisc and complete, and those not mvolving a formal
certificate or cxpression of audit opimon, should:

explain clearly, where applicable, the scope and
cbycctaves of the audit

. present findings and 1 0 aa oby and
dispassionate manaer
. present only find and b dequately
pported by cvideace properly d d in the

working papers. Detasied supporung data should be

mcluded as necessary to aliow for a convinemng

prescatation

. include the audttor’s d for dial

action 1o be taken and information on underlyng

causes of non-compliance with statutcs, maccuracy of
mg and other infc ion, waste and

deficiencics, and inefficient systens, operatons and

practices

. in commeating on the past, draw out lessons for future

improvement; crtical should be p din

perspective

. identfy and explain 1ssucs or questons necding further




14. Auditing Standards

study and consideration by the auditor or others

. recogniss vicws firmly adhered to by auditee
mansgement

177. Audit ﬁndmgl shouldbe pmsenl:d fairly s0
as o roveal a bal . The
ubjecuveutopmdmcwpomwhchmfmmdnu
nuslcading and which, at the same time, place primary
emphasis om matters requitmg attention,

178. Opinions and coaclusions should be clearly
identified and based on sufficient cvnhuuon, testing and

review p d to thewr Al
i b and findings should be evidenced
by .dequaw documentation.

179. Where management views on audit findings
are not accepted by audit, the report should statc the
reasons for their non-acceptance.

180. Reports are to be regarded by the GAO as
confidential untsl they have been tabled in the Assembly

r
i3

Reports on Unitary Financial Statements

181 Part 6 of the Act scts out the statutory
quil for the prepanation and  audit of these
Parti to be observed m the

preparation of the xepon are set out in sections 71(1),
and 75-80 of the Act.

182. The Audstor-General's formal cxpression of

opinion in the financial statements should be 1n & format
with the requi of the Act.

183 Section 76 of the Act empowers the Auditor-

Geaceral to include in any report under this Act such
information as he or she thinks desirable m relation to
audits, and P cartied out m
pursuance of the provisions of thus, or any other law of
the Territory. Section 78 of the Act directs the formal
manner and timmg m which the reports of the Auditor-
General are to be transmitted to the Assembly. Reports
transoutted in pursuance of this section are addressed to

the Speaker.

184 Section 80 of the Act authonses the Auditor-
Geaceral to make recommendations, plans and suggestions
for the better collection and paymeat of the public
monies and any mprovement m mode of keepmg the
public It also auth the Auditor-General
to make a special report including these matters

185 The timing of any report depends on the date
on which the Statements arc transmitted to the Auditor-
General. The report 1s completed, printed and signed as
quickly as possibie following that date

Reports on the finsncial statements of statutory
authonues

186 The coactment which cstablishes a statutory
hority usually 2 pertaming to the
audit of Standard p relating to public
mthotiﬁel quired to keep m d; with
| arc ined i part 9 Dvision 2 of
meAct;thoumhungwpublnm!honmnotrequued
to keep m d: with

arc contamed in Part 2 Division 3 of the Act,
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187, Leguslation  establishing cortain  statutory
authoritics may coatain uudxt provums wlnch differ
from the above i The
sbasic charactenistics oftheludnrq)mmbefurnuh«lw
the appropnate Mimster in respect of the financial
statements of the statutory authority arc thosc contained
in sections 93 and 97 of the Act, or of the estabhishmg
cnaciment, s appropriate.

188, The preparation of reports to be made
pursuant to thesc sections shall have regard to the
mandatory nature of certasin provisions ¢ g., sction
93(2) and sechon 97(2) or the equivalent section of the
establishing enactment.

189 The financial statements m respect of which
the audit report 15 1o be made are those submutted in the
form spproved by the Mmuster unless the particular
enactmeat provides otherwise, The auditor should draw
the attention of the auditee to any departures from that
form and mvite resubnussion of the financial statements
in the approved form,

199. The standards sct out in Statement of
Audiing Standards, AUS1 and Sttement of Auditing
Practice, AUP3-The Auditor’'s Report on Fmancial

St are lly applicable to reporting on
audits of ﬁmncul statements of smuwry luthonues
Those must, b be in

accordance with pmgnph 4 of the GAO Auditing

Standard bl

tng pol and dard: hnvclobclmderstood
as Tud fi to d fied for
statutory authonties in the Guidelines mucd by the
Ti Similarly, p bs 9, 11 and 16 of AUP3
and the append to that S do not apply to

audits of the financial statements of statutory authontes

191 Opmions cxpressed m reports on  the
financial statements of a statutory body may be
[¢}] Unqualified
@ Qualified
{a) exception
(b) adverse, or

{c) disclamer of opmion
luvmg regard to these standards and to the general
d m S of Audit Pracuce
AUPS, paragraphs 20-34

192. The standards sct out in this section apply
also w uudn reports on  financial statemeats  of
dertakings of dep. tn respect of

which the Mmster has madc a determination uader
section 58 of the Act

Report on the fi ial of g t owned
or controlled companics

193, The Auditor-General is appomnted auditor of
any company m which the Govemnment or a statutory
authonty has a controlling interest. The appointment of
the Auditor-Generai extends the scope of the audit
beyond the financial attest audit to embrace the full range
of regulanty audits.

194, An audit of the financial statements of
8 owned or lled comp shall, where
that p is a comp limited by have
regard to the provisions of any special legislanon relatmg
to the catablist and operations of that company.

195. An audit of the financial statemeats of a
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government owned or coantrolied company shall have
regard to the provisons of any directive givea to the
Darectors of!hecmmmybyotmderﬂwnudmmyof
the g xnpl with aspects of the
dm:cuve will, prima facie, be a matter for qualified audit
opmion.

196 Where government owned or controlled

i d and the Auditor-
Gmcrdmnabetppomwdaudmrmderhwsofﬂw
country of d 1l m St of
Auditng Practice AUPII-Usmg the Work of Another
Auditor 1s relevant to the audit of the consolidated
financial statements.

197. Audit reports on finamcial statemeats of
compmm should fi to the req of the
Act or rek C Code, If an

instance of apparent coaflict with xhe Auditor-General's
wider public sector responsibilitics should arise it should
be referred to the Auditor-General.

Reports on audits of accounts and records of
government bodies

198 The keepmg of proper accounts and records
of the transactions and affairs of an authomty is a
of the dard and audit p

(see section 53 of the Act). Provisions relating to the
accounts and records audit arc contancd m vanous
sections of the Act and equivalent sections m other
cnactments. The mandatory nature of the requircment in
Section 17(1) of the Act, to report any arregulanty
disclosed if comsidered of sufficient importance, is
noteworthy .

199, The report to the approprute Minster
pursuant to scections 58(3) and 79 of the Act or
equivalent sections 1 other enactments on the audit of
the accounts and records 18 usually made concurrently
with the report on the financial statements

200 The audit of the accounts and reconds is
usually carricd out m comjuncuion with the mtenm audit
or the financial statements of an authonty or company.
The report to the Minuster will refer to matters of audit
concern which have warranted qualification of the
opmion given m the report on the financial statements. In
sddiion it will refer to other matiers of ‘sufficient
importance’ such as:

. matters relating to g 15sues not idered to
warrant a qualification

. decisions of mansagemeat suthorising transactions
which lack probity

. commercial-in-confidence 1ssucs and concerns
findings arising out of the broad range of regulanty
audits such as findings relating to the planning,

g and gencral op of a comp
installatzion
. issues of concem in relation to management/audit
relationships, and

. any other matter arising from the audit which the
Auditor-General {after considermg where appropriate
sdvice from an authorised officer or audit Partner m
the case of contracted audits) considers appropriate to

draw to the attention of the Minster,
201. A rcport to the Minister may also include
fs bl  audit on  axthon taken by

management to rectify a matter which has been a cause
for concem and to which refercoce was made m a
previous audit report. A summary of the report on the

Auditing Standards 15.

audit of accounts and records may be mciuded in &
subscquent report of the Auditor-General to  the
Assembly.

N

202. In some cases an audit conducted pursuant to
statutory powers to mspect and audit the accounts and
records of a statutory authonty will focus primanly on
performance issucs. In such cascs, reports arc to take
mto matters included 1n paragraph 214 of these
standards.

Reports on performance sudits

203, Subject to this section, the

dard. d m paragraphs 175 to 180 have
general application to periormmce audits, whether the
audits arc carried out as cfficicncy audits or as project

audits

204 The report of an audit that has been formally
demignated an efficiency audit and conducted within
Division 2 of Part 5 of the Act will be prepared in
narrative form and wiil normally compnse

Overview

Introduction

‘Wider considerations (if required)

Detasled audit findings, auditee mponscs

Audit 2\ and

Summary of mam audit findngs and list of audit
recommendations

205 A short overview should be included unless,
m s parhcular case, the Auditor-General docs not
consider it would serve a useful purpose. The aim m the
preparation of an overview 18 1o give the flavour of the
report, alluding to the more significant findings although
oot necessanly referrmg to every conmclusion and
recommendation.

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

207. The mtroduction should also mclude a bref
but adequatc descripuon of the arca under audit
including, where appropriate, a reference to its hustory,
what 1t was expected to achieve and capital and operating
costs

208 Where the subject of review affects a number
of auditee areu, it may by necessary to provndc some

or backg d on wider

4,

209 The structure of that part of the report
dealing with dmded audit findings, auditec responscs,
audst husi d. will reflect the
number of subject arcas covered by the audit For cach
subject area the report should mclude;

. & succmct description of the area reviewed
the audit findings and comments on what was
reviewed

. auditee respounscs, and

. audit 1 and d

210. A teport may be supported by appendices
but gencraily only where csscatial to & careful reader’s

understanding of the report.

211, R dations will be bered and the
list of recommendations is to be cross-refereaced to the
rejevant discussion in the body of the report. Tho hut
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16. Auditing Standards No. 61, 12 September 1990
may be prescnted in tabular form  Whers fasible, the misieading,  While the provisions of Australisn
list of dati may ind the relative Accounting Standard AASS-Materiality in  Financial
importance of cach snd the degree of urgency attaching Sttemcnts may be taken as a guide, it is agam likely that
to their implemcatation by auditees. the pt of bility as applicable to & public

sector body (see paragraphs 218-219) will require a mors
212. A proposed report on s cfficiency audit strmgent interpretation of materiality to be applied to the
shall bo sent under section 67(4) to the chief exccutive of item m question.
the auditee body for comment only afler it has been
cleared by the Auditor-Geaeral.

J.S. O°Neill
213. The proposed report may be amended m Auditor-General

such manner as 15 thought fit having regard to the
commmuofthonudxweonthemdnconchumn,

and dati and any y further
audit comment will be added. The revised version of the
proposed report is then submutted to the Auditor-Geoeral
for clearance prior to printmg.

214, Reports on  project audits  addressing
performance issues but not formally designated as
efficiency awdits are propared m parrauve form having
regard to paragraph 175 to 180 of thesc standards  Such
a report need not convey a formal audit opmion but will
stats the conctusions and findings arismg form the audit
and may mciude recommendations.

Matenriality
215, The audit of a public sector body 1s based on
recogmution of the mp of the pt of

sccountability owed by that body to the Assembly That
mmubdntyexm:wlmlwmebodyundepanmemof
state, a statutory suth . a Y of a
mmoryaumomyoracompmyownedorcommllwby
the government.

216. This means that no public sector body can
conmder itself free from the scruuny of Assembly or its
J through the responsible M:

217. The coucept of matcrality as applicd m the
public sector recognises that the nterest of Assembly,
and indeed the populace, can extend to management

decisions  affecting d of ploy of
cxecutive and other staff and taxation issues, as well as
to the use of m the &ch of obj N

the exercise of powers and the performance of functions.
The cxercise of probity in decision makmng ranks
significantly in terms of the Assembly’s and the public

mterest
218. The reporting req) d m the
Act, at time req d as to the lity of

nm-m:rwlmhhucmmdernoucemdmummbe
made by the Auditor-General. Precise guidance cannot
be given on d y limuts, as d of
whether 2 matter 1 tnvial, and therefore of lttle or mo
interest 10 the Asscmbly in terms of accountabuity,
depends greatly on  judgement In cxerciamng that
Judgment regard would be had to,

. the political aspects, i.c. meenm:oflikelymmmuu

idenced by Assembly debates, q and

commuttee mquiries, and
. whatis H, pted as proper beh on the

part of an official or a member of a board, etc.,

operating within the public sector,
219, A . . to Prinred by rhe Governmenr Printer, D. 5. Lawrance,
the Act (and 1'. . is10n in other & by the authonty of the ACT Executive
wonldbemb,ecnothfum:thudator—Gmﬂ
were to form an opini m g policy @ Copyrighr Australian Capiral Terrirory

followed in the i ofﬂ\e was




