

Practice Note
 to International Standard on Auditing (ISA) 230 – Audit Documentation (as of 24 September 2006)

Background

This Practice Note provides supplementary guidance on Audit 

Documentation and therefore needs to be considered in connection 

with the ISA.

Description of the ISA 
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Content of the Practice Note

1.
The practice note provides additional guidance for the public sector auditors related to:

a. Significant matters 

b. Assembly of the final audit file and public sector report issuance practices 

c. Retention requirements 

d. Confidentiality and transparency issues 

e. Documentation in a Court of Accounts environment

Applicability of the ISA in Public Sector Auditing

2.
The principles contained in ISA 230 are applicable to the auditors of public sector entities in their role as auditors of financial statements. 
Additional Guidance on Public Sector Issues 

Significant Matters

3. Significant matters as addressed in paragraphs 14 – 19 of ISA 230 relate to matters which would have a material impact on the financial statements.  In the public sector, significant matters may be wider ranging.  The public sector auditors may be required to report on matters which may not be a part of the financial statement audit report itself, or matters that may not result in material misstatement of the financial information or related disclosures.  Examples of such matters include lack of compliance with legislation or approved mandate, violations of contract provisions or grant agreements, unauthorized or inappropriate expenditures, execution of the budget, certification of the annual deficit/surplus, assessments of program funding and costs, information on performance indicators, etc.  

Assembly of the Final Audit File and Public Sector Reporting Practices 

4. Paragraph 25 of ISA 230 requires the auditors to complete the assembly of the audit file on a timely basis after the date of the auditor’s report.  The ISA explains in paragraph 26 that 60 days after the date of the auditor’s report is ordinarily an appropriate time limit within which to complete the assembly of the final audit file.  In the public sector, the finalization process leading up to the date of the auditor’s report may be lengthy. This may be as a result of formal consultation procedures with the audited entity or others. However, this does not preclude assembly of the final audit file on a timely basis and without undue delay.

Retention Requirements 

5. Paragraph 29 of ISA 230 makes reference to International Standard on Quality Control (ISQC) 1, which requires audit organizations to establish policies and procedures for the retention of engagement documentation.  As paragraph 73 (j) of ISQC 1 indicates, the retention period is ordinarily not shorter than five years from the date of the auditor’s report.  In the public sector, there may be requirements to retain audit documentation for longer periods than those prescribed by relevant accounting or auditing legislation. These requirements may be due to the historical significance of certain types of documents and, for example, may require indefinite retention in the country’s national archives.  There may also be additional requirements related to national security classifications, including how documentation is stored. The public sector auditors need to be familiar with  applicable legislation in regard to retention of documentation.  

Confidentiality and Transparency Issues

6. While ISA 230 does not address the issues of confidentiality, safe custody, integrity, accessibility and retrievability of documentation at the engagement level, guidance on these issues as they relate to an audit organization's responsibilities is provided in ISQC 1. Paragraph 73 (e) of ISQC 1 states that relevant ethical requirements establish an obligation for the personnel of the audit organization to observe at all times the confidentiality of information contained in engagement documentation, unless specific authority has been given by the audited entity to disclose such information, or there is a legal or professional duty to do so.  

7. One fundamental difference between the private and public sector is that there may be specific legislative requirements in the public sector related to confidentiality on the one hand, and access by third parties on the other hand.  There is an ongoing need in the public sector to balance confidentiality with the need for transparency and accountability. 

8. The balance between confidentiality and transparency requires professional judgment to ensure that documentation of a confidential nature is clearly identified and treated as such, while at the same time granting access as appropriate.  It is therefore important to be familiar with the Supreme Audit Institution's (SAI's) policies and procedures addressing confidentiality. Such procedures might include types of audit documentation to be considered confidential, types of audit documentation to be made available to the public, clearly defined lines of responsibility for authorizing disclosure of audit documentation and routines for making such information available if required. 

9. Furthermore, the public sector auditors may have additional statutory responsibilities related to confidentiality.  These responsibilities may be based on the mandate of the particular SAI, or legislation related to official secrets or privacy. Such legislation, for example, could relate to audits of defense, health, social service or tax agencies. The public sector auditors need to be familiar with the particular local requirements related to confidentiality to which the auditor is bound.
10. The public sector auditors also needs to be familiar with any legislation that grants public access to audit correspondence, for example where electronic or other post journals are open to public scrutiny.  This type of correspondence may include letters to and from the audited entity, or other parties, related to the gathering of audit evidence, as well as considerations and judgments related to audit issues. 

11. It is not unusual in the public sector to have to respond to requests from outside parties to obtain access to audit documentation.  This can be especially sensitive when the outside party attempts to obtain information indirectly from the audit organization that it is unable to obtain directly from the audited entity.  

12. As a matter of principle, when the audited entity has a statutory obligation to gather and retain certain information, requests from outside parties for such information are normally referred to the audited entity. 

13. In situations where the public sector auditors considers granting  access to audit documentation, the auditors normally consults with relevant parties (such as the audited entity to whom the request relates) prior to the information being disclosed.

14. In some jurisdictions public sector audit work is contracted out by the SAI to other auditors. The acceptance of such appointments normally requires the auditor performing the work to acknowledge that audit documentation may be subject to inspection by the SAI that appointed the auditor. The audit documentation may also be subject to inspection by review agencies that have statutory rights of access to information relevant to the auditor's duties. 
Documentation in a Court of Accounts Environment

15. Public sector auditors operating in a Court of Accounts environment may be subject to laws and regulations requiring the auditors to understand and follow precise documentation procedures related to rules of evidence. The auditors need to be familiar with policies and procedures describing additional requirements relating to audit documentation and that are designed to ensure compliance with applicable rules of evidence. The following matters may affect documentation and need to be considered by the auditor:: 

· Legislation imposing additional requirements on audit documentation

· The scope of such requirements (i.e. are they to be imposed on every document from the audit assignment or on specific documents relating to certain audit issues)

· Additional processing, formalities or requirements to which audit documents are subject 

· The purpose of each additional requirement as regards due process of law in following the steps of the audit 

· Any further impairment that may be placed upon audit documentation due to specific ways it has been collected and/or produced. 

16. For Court SAIs with a judgment of accounts mandate, documentation forms part of the basis of the Court’s official ruling.  In such an environment, due process of law may establish specific and strict requirements to be adhered to in regard to confidentiality of documentation in connection with the proceedings of a case.  Additionally, as the Court’s decision may result in a legally binding public credit, there may be additional documentation retention requirements to which the auditors have to adhere. 

17. Public sector auditors operating in a Court of Accounts environment need to be familiar with relevant laws and regulations in this respect.

The purpose of this ISA is to establish standards and provide guidance on audit documentation.  The Appendix to the ISA lists other ISAs containing subject matter-specific documentation requirements and guidance. Laws or regulations may establish additional documentation requirements.  ISA 230 is effective for audits of financial information for periods beginning on or after June 15. 2006.
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� All Practice Notes should be considered together with General Considerations in the Financial Audit Guidelines.
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