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Background

This Practice Note provides supplementary guidance to ISA 330 (Redrafted) - The Auditor's Responses to Assessed Risks.  It is read together with the ISA.

Description of the ISA 
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Content of the Practice Note
1. The practice note follows the headings of the ISA and provides additional guidance for public sector auditors related to:

a. Overall Considerations

b. Overall Responses
to Assessed Risks

c. Audit Procedures Responsive to the Assessed Risks of Material Misstatement at the Assertion Level


d. Evaluating the Sufficiency and Appropriateness of Audit Evidence
e. Specific Considerations in a Court of Accounts Environment

Applicability of the ISA in Public Sector Auditing

2. The principles contained in ISA 330 (Redrafted) are applicable to auditors of public sector entities in their role as auditors of financial statements. 

Additional Guidance on Public Sector Issues 

Overall Considerations

3. The objectives of a financial statement audit in the public sector are often broader than reporting whether the financial statements have been prepared, in all material respects, in accordance with the applicable financial reporting framework (i.e., the scope of the ISAs). The objectives may include additional auditing and reporting responsibilities, for example, relating to reporting whether the auditor found any noncompliance with authorities including budget and accountability and/or reporting on the effectiveness of internal control over financial reporting and compliance with authorities. However, even in cases where there are no such additional reporting objectives, there may be general public expectations in regard to public sector auditors’ reporting of non-compliance with authorities or reporting on effectiveness of internal control. However, even in cases where there are no such additional reporting objectives, there may be general public expectations in regard to public sector auditors’ reporting of non-compliance with authorities or reporting on effectiveness of internal control. Therefore, public sector auditors keep such expectations in mind, and are alert to areas that may give rise to non-compliance.   
4. ISA 330 (Redrafted) contains application material with considerations specific to public sector entities in paragraph A17. Public sector auditors consider the specific guidance in that paragraph.

Overall Responses to Assessed Risks

5. In designing and implementing overall responses to address the assessed risks of material misstatement, as required in paragraph 5 of the ISA, public sector auditors consider other auditing and reporting objectives they may have beyond those related to expressing an opinion whether the financial statements are prepared, in all material respects, in accordance with the applicable financial reporting framework (i.e., the scope of the ISAs). As described in paragraph 3 of PN 315 (Revised), the audit mandate, or obligations on public sector entities arising from legislation, regulation, ministerial directives, government policy requirements, or resolutions of the legislature may result in additional reporting objectives. Examples of such additional objectives may include reporting on non-compliance with authorities, reporting on the execution of the entity’s budget or reporting on effectiveness of internal controls over financial reporting and compliance with authorities. 

Audit Procedures Responsive to the Assessed Risks of Material Misstatement at the Assertion Level  

6. When considering the timing of further audit procedures as described in paragraph A6 of the ISA, public sector auditors also take into account the following:

a. Tests of compliance with laws and regulations may be carried out during the year while tests of budget execution normally are completed at year-end.

b. Expectations to meet budget may increase the risk of manipulation of spending at year end.
c. Other indicators of significant risk of waste or abuse of government funding in a program. 

7. Paragraph A 17 of the ISA states that the audit mandate and any other reporting objectives may affect the auditor’s consideration of the nature, timing and extent of further audit procedures. Examples of other objectives include testing and reporting on non-compliance with certain regulations such as those related to execution of the budget or in the area of procurement. 

8. As stated in paragraph 8 of the ISA, the auditor shall perform tests of controls to obtain sufficient appropriate audit evidence as to the operating effectiveness of relevant controls. As a result of the other objectives described in paragraph 5 above, public sector auditors’ review and tests of internal control may be broader and more detailed than private sector auditors’. Examples may include testing travel expenditures, sensitive payments or systems designed to prevent fraud within the entity.

9. In designing and performing tests of controls as required by paragraph 10 of the ISA, public sector auditors consider that the audited entity may be part of the larger government control environment. As a result, controls may exist outside the audited entity. The auditor determines how to obtain sufficient audit evidence in order to rely on these controls. 
10. When using audit evidence obtained in previous audits as stated in paragraph 13 of the ISA, public sector auditors may use evidence obtained in performance audits or other audit activities relevant to the entity. When relying on evidence obtained in previous performance audits, public sector auditors reevaluate whether the assertions used and tests performed are adequate for the purpose of the financial statement audit.  

Evaluating the Sufficiency and Appropriateness of Audit Evidence

11. Paragraph 28 of the ISA requires the auditor to express a qualified opinion or disclaimer if the auditor is unable to obtain sufficient appropriate audit evidence. Paragraph A58 of the ISA provides factors that may influence the auditor's judgment as to what constitutes sufficient appropriate audit evidence.  In evaluating what is sufficient appropriate audit evidence, public sector auditors also take into account any additional reporting objectives they may have as described in paragraph 5 above.  
Specific Considerations in a Court of Accounts Environment

12. In a Court of Accounts environment, the audit report is often judged and used to determine personal legal implications of those responsible for financial acts. Therefore, public sector auditors in a Court of Accounts environment when evaluating the sufficiency and appropriateness of audit evidence, also identify those responsible for financial acts. 
ISA 330 (Redrafted) deals with the auditor’s responsibility to design and implement responses to the risks of material misstatement identified and assessed by the auditor in accordance with ISA 315, “Identifying and Assessing Risks of Material Misstatement Through Understanding the Entity and Its Environment,” in a financial statement audit.  ISA 330 (redrafted) is effective for audits of financial statements for periods beginning on or after December 15, 2008.
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� All Practice Notes are considered together with General Considerations in the Financial Audit Guidelines.
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