Office of the Director of Audit, Saint Lucia Audit Manual

OFFICE OF THE DIRECTOR OF AUDIT

SAINT LUCIA

AUDIT MANUAL

1999



Office of the Director of Audit, Saint Lucia Audit Manual

SECTION 1

INTRODUCTION

100 OBJECTIVE OF THE AUDIT MANUAL

101.1 This auditing manual sets out the basic audit mmgdion, standards and process of the
Office of the Director of Audit of Saint Lucia. €hke represent the office’s general policies for
conducting audits.

101.2 This manual is not intended to cover the techrasplects of financial statement auditing or
comprehensive auditing. The Office has formallyp@dd the INTOSAI Auditing Standards.
However, to assist it in the fulfillment of its ndate, the Office is also guided by other auditing
standards from other sources such as the IntenatiStandards on Auditing issued by the
International Federation of Accountants; the Goregnt Auditing Standards (GAS) issued by the
Comptroller General of the General Accounting Gff{GAQ) of the United States of America, the
Canadian Institute of Chartered Accountants (ClE#anhdbook Volume Il issued by the CICA,
the Codification of Statements on Auditing Standassued by the American Institute of Certified
Public Accountant (AICPA). Operating manuals sashthe Public Audit Manual (PAM) issued
by the National Audit Office (NAO) of the United Kgdom, the Comprehensive Audit Manual
(CAM) issued by the Canadian Comprehensive Audifiagndation (CCAF) and the Office of the
Auditor General (OAG) of Canada, and other opegatimanuals by donor agencies who have
funded the various projects being implemented leyGbvernment of Saint Lucia.

102 PURPOSE

102.1 The reason for developing this auditing manualiggurpose include:

1. communicating the office’s audit organization, starls, policies and process;

2. setting out a basic structure within which profesai judgement may be exercised;

3. providing a means through which the quality of therk of the office can be
measured,;

4. encouraging appropriate consistency and efficidndyne manner in which audits

are carried out;

5. encouraging discussion and thus a means througthwhianges and improvements
can be made.

102.2 All staff should be familiar with the contents d¢fet manual and a copy should always be
available for reference during each audit.
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103 CONTENT

103.1 The manual outlines the Director of Audit's mandaad discusses this office’s
organization, role and responsibilities. It setd and describes the standards governing the
conduct of audits; these standards form the basisifiging the quality of the work of the office.

103.2 Using the mandate, organization and standards fearework, the manual outlines the
audit process followed by the office.

103.3 To assist users in applying the general auditcpediof the office, audit guides (‘how to’
booklets) have been prepared.

104 ADDITIONS AND REVISIONS

104.1 This Manual embodies the current audit practicesieg by the Office of the Director of
Audit to its audits. The manual will sometimes &ae be revised or updated when there are
changes in the objectives, standards and technimfuasditing. As required, these revisions will
be issued to all holders of the Auditing Manual.

104.2 Audit staff who identify the need for revisions lbave suggestions for improvement are
encouraged to communicate their observations t®ttextor of Audit.
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SECTION 200

BASIS IN LEGISLATION

201 INTRODUCTION

201.1 The role, mandate and responsibilities of the @Dineof Audit are established in the Saint
Lucia Constitution Order No. 12 of 1978 and the Aulict No. 26 of 1988. The Finance
(Administration) Act No. 3 of 1997 deals with thebsnission of the Accounts of Saint Lucia, to
the Director of Audit, by the Accountant General.

201.2 The role, mandate and responsibilities of the g@ffof the Director of Audit should be
viewed in relation to two key concepts; accountgbénd audit. These concepts are defined as
follows:

Accountability is the obligation to answer for a responsibilityiethhas been conferred. It
presumes the existence of at least two parties:wire allocates responsibility and one
who accepts it with the undertaking to report ugha manner in which it has been
discharged.

Audit is a process which is superimposed on an accolibtatglationship. It is carried
out to establish that a report on the respongibégsumed is a correct and fair one. An
audit is usually performed by a third party, priftyaserving the interests of the party who
delegated the responsibility.

202 CONSTITUTION ORDER NO. 12 OF 1978

202.1 Sections 84, 90 and 122(3) of the Saint Lucia Gtutgtn Order No. 12 of 1978 defines
the role, responsibilities, appointment and terafrdne Director of Audit Saint Lucia. (The above
guoted sections of the Order are highlighted in&xapx A of this manual).

202.2 All members of staff are required to have a soumoMkedge of those sections of the Order
which relate to this office.

203 AUDIT ACT NO. 26 OF 1988

203.1 The Audit Act No. 26 of 1988 was enacted to sepattadse provisions of the Finance and
Audit Ordinance No. 5 of 1964 concerning the Dioecdf Audit, consolidate them with the

provisions of the Saint Lucia Constitution Order.N& of 1978 concerning the Director of Audit,
and provide a legislative mandate for the introducbf Performance Auditing (i.e., the addition
of value-for-money auditing to the already manddtedncial and compliance audits). (The full
text of the Act is highlighted in Appendix B of shinanual).

203.2 All members of staff are required to have soundWedge of this Act.
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204 FINANCE ACT NO. 3 OF 1997

204.1 The Finance Act No. 3 of 1997 repealed and repldbedFinance Act No. 25 of 1988
which was a ‘twin’ to the Audit Act No. 26 of 1988It consolidated those provisions of the
Finance and Audit Ordinance No. 5 of 1964 and #ieat3 ucia Constitution Order No. 12 of 1978
concerning the management of the Public Funds oft Saicia. (The full text of the Act is
highlighted in Appendix C of this manual).

204.2 All members of staff are required to have a soumalkedge of this Act.
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SECTION 300
ADMINISTRATION OF THE AUDIT OFFICE

301 ORGANIZATION

301.1 The organization chart of the Office of the Dimrobf Audit of Saint Lucia is as follows:

Establishment Cash and Bank; Payrolls; Pensions; Gratuities; Investments; Votes; Field Audits; Final| |Audit Planning
Accounts Accounts; Subsidiary Accounts; EDP Accounts; Ministry Accounts; Comprehensive Resource Utilization " .
Supplies Audits; Ministries and Departments; Statutory Authority Audits; Special Review Annual Report Audit and Training Manuals
Facilities Special Reports Methodology

Computer Auditing Standards
Criteria

302 AUDIT ADVISORY COMMITTEE

302.1 The Audit Advisory Committee serves as a senideriral, advisory body, independent of
the ongoing audit. Members provide the Audit Hpatin charge of the performance audit or
government-wide study with advice as the audit @eds from the planning to the reporting phase.
As required, advice should be sought from individmembers of the Committee, or from the
Committee as a whole when considered appropridtee Chairperson of this Committee is the
Director of Audit and other members are the Depitgctors of Audit and the Audit Principals,
Audit Matrix.

302.2 At the discretion and direction of the DirectorAaidit, the Committee reviews the work of
the audit at the following points:

- Survey report and plan for the audit.

- Review of draft reports to the audit entity and ttedevant sections, where
applicable, in the annual report.

302.3 The functions of the committee are to:

(3]
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- Provide strategic and technical advice which wiisiat the audit in having
maximum effect.

- Fulfill a co-ordinating role with particular resgeto reporting and control
evaluation.

- Critically scrutinize the logic and fairness of thgsessments and recommendations
which are developed.

303 CYCLICAL PLANNING

303.1 The Director of Audit is required by law audit and report on the the accounts of
Saint Lucia at least once every year (Saint Lu@adgitution Order No. 12 of 1978). To audit the
accounts involves examination of the principal edatea comprising the financial management and
control systems as well as an analysis of accogrtiansactions and an examination of the
propriety of financial statements.

303.2 It is evident that without a very large staff ibwd be impossible to examine all of the
elements comprising the financial management antt@osystems in all public bodies, statutory
authorities and government corporations every yéas also evident that to attempt this would be
counter-productive since the entities audited neqtime to respond to audit observations by
making the changes necessary to correct the wesdsies which the observations were based.

303.3 To secure the most efficient use of Audit Offi@saurces, yet ensure the validity of the
Director of Audit's certification of the accountshe techniques of sampling and cyclical
examination are used. (Sampling is discussed eatgr detail in Section 406.4.5 and Cyclical
Examination in Section 303).

303.4 An overall planning cycle is established for thulia universe i.e., the totality of all audit
tasks to be carried out by this office. This plagncycle may cover a period of four to six years
depending on the size of the universe involved thiedevel of resources available to this office.
This plan sketches in fairly broad terms the tirttes audit tasks are planned to be completed in
each year of the cycle. It is not to be assumed #my one audit task will be planned for
completion only once in the cycle; particularly siéme, contentious or problematic areas may be
examined several times in any one cycle.

303.5 The first year of this broad plan is then broughthe more detailed level of defining audit
projects and forecasting, with a greater degregcofiracy, the resouces required to be assigned to
each project.

303.6 The planned projects for the initial six month® dhen made specific as to timing,
organizational allocation, staff assignment anduese utilization.

303.7 Audit projects are now ready to be progressivelged into the audit process.
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303.8 As audit projects are completed and actual timed atlization of resources are
determined, plans, i.e., those for six months arelyear, will be adjusted as necessary.

304 ASSIGNMENT PLANNING AND TIMEKEEPING

304.1 All assignments, except those of a general officeadministrative nature, will be
communicated on the basis of an assignment work pla

304.2 The work plan provides for a standard time buddeickvwill be based on the number of
hours that should be required to complete the assgt given normal conditions and a
reasonably experienced Audit Senior. In cases avbenditions are not normal, or the auditor is
inexperienced, an additional time allotment maypbevided with the approval of the Deputy
Director, Audit Matrix.

304.3 The description of work section will contain adfroutline of the nature and scope of the
assignment. For some work plans the descriptiowofk may be developed by the Audit

Principal after an initial survey. The special sioierations section of the work plan will include

specific factors, objectives or procedures whichuddonot be normal in the circumstances but
which have been determined to be an integral fatthed assignment. The date started for any
work plan is the day on which any portion of thesigsed work was performed. The date
completed is the day on which the audit completioacklist is finalized.

304.4 All hours worked will be recorded on a weekly tsheet. Time will either be charged to

the appropriate activity on the work plan or sldtearrectly in the non-chargeable activities under
general administration with brief explanation of tubject worked on. A minimum of a standard
work week must be accounted for. Any overtime $hbe recorded.

304.5 All timesheets must be delivered to the Audit Ppat no later than 12:00 noon on the
Monday following the week reported. If an is offiovorking out of the office, or will not report
for duty on the Monday of the following week, tirhegts should be handed in on Friday. The
Audit Principal will deliver the verified timesheseto the Assistant Accountant by 4:30 p.m.

304.6 Each week, the Assistant Accountant will entep ithe computer the work plan time
summaries, balancing the total hours entered taootiaé hours on the timesheets. Each month, the
he/she will also prepare an audit progress repomparing the actual hours to date with the
budgeted hours already entered into the computenods plans were issued. The starting date for
each work plan will be shown and the comparativareary prepared in starting date order. All
completed work assignments will be conspicuouslyketh as such. In addition, the report will
show a time summary by employee. The report veltdviewed by the Deputy Director of Audit
(Professional Development) before distribution. pi@s of the monthly report will be given to the
Director of Audit, the Deputy Directors of Audit @rthe Audit Principals two days before the
monthly management meeting. Adjustments to tharphg cycle, among other things, will be
decided at this meeting and the necessary adjutstnaemmunicated to the Assistant Accountant
for adjustment to planning data already in the cat@pwhere this is appropriate.
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304.7 The planning cycle starts three months prior ® dine date for the annual report. The
planned year and the reporting year start on tidam®wing the annual report due date.

305 OFFICE POLICIES
e Introduction

305.1 The purpose of this section is to itemize a numtiegeneral office policies for the
information and guidance of all staff.

* Housekeeping

305.2 The entire office must be maintained in a reasgnabht fashion. This is a co-operative
effort and each staff member is required to coatalhis or her share. At the end of each working
day all desks must be cleared and only normal deskutrements will be allowed to remain. All
items have their appropriate place and it is updoh staff member to ensure that the office
remains reasonably tidy at all times. This resgmlity includes the washrooms and the rest area.

* Punctuality

305.3 Office hours are from 8:00 a.m. to 4:30 p.m. MondayFriday. Staff members are
expected to respect this condition of employment.

* Telephone use

305.4 Staff members will be required to answer the phpramptly and courteously. Calls
should be kept as brief as possible and persorial sfaould be kept to a minimum. All long
distance calls will be recorded on a Long Dista@@ Form which is kept by the Secretariat.
Charges for personal calls must be paid promptbedhey are known.

e Leave

305.5 The office’s policy is that annual vacation will heken in December. However, if
vacation is required at any other time during tearythe Audit Principal and management must be
informed early in the year. Leave carried forwardst be in accordance with the Ministry of the
Public Service circulars.

305.6 Request for leave without pay must be submittethéoPermanent Secretary, Ministry of
the Public Service through the Director of Audit.

305.7 All staff are required to phone and advise the #tasit Accountant to inform the relevant
Audit Principal when they are sick and is unablegqoort for duty.

305.8 Staff members must procure and submit a certdiat illness by a qualified medical
practioner as required by the Staff Orders.
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e Audit forms

305.9 All preprinted audit forms including bank confirtien forms, questionnaires, planning
memos, etc., will be stored in a separate cabifbe Assistant Accountant, with the co-operation
of all staff, will be responsible for ensuring ttzat adequate supply is on hand at all times. Befor
any forms are reproduced in quantity, they mustdwewed by the Director of Audit to ensure
that all necessary changes are made. All suggestoo changes to the forms should be discussed
with the Deputy Director(s) of Audit and approvedtbe Director of Audit.

* Signing authorities

305.10 Within the Office of the Director of Audit signinguthorities will be in accordance with
the following schedule:

Financial statement audit opinions Director of Audi
Major reports -do-
Special leave forms -do -

Applications for assitance for:

- professional development -do-

- tuition reimbursement -do -

Work plans Deputy Director or Audit Principal

Vacation and sick leave forms Audit Principal andeBtor of Audit through Deputy Director
Purchasing related activities As indicated in thiedf signatures submitted to the Accountant Galner|

305.11 In the absence of the Director of Audit, the DigpDirector of Audit will assume the
Director’s signing authority.

305.12 Signing authorities for all government departteenstatutory corporations and

government companies are regularly requried foiitguaposes. The Administrative Secretary
will be assigned by the Deputy Director, Audit Matto maintain a permanent record containing
all signing authorities by department, authoritg @orporation for the reference of all staff.

« Overtime

305.13 Although there is very little requirement forestime work in the office in normal
circumstances, occasionally there are special mistances such as year-end inventory counts,
field audits and related travel when it is expetleard staff will be required to work extra hours.

305.14 When a staff member is required to work ovegtieny hours worked should be recorded
on the timesheet as normal and charged to the ppate work plan.

305.15 Subject to the approval of the Deputy DirectpofsAudit, staff may be compensated for
overtime hours. Compensation will be in the forineguivalent time off with pay.
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* Make-up Time

305.16 Staff members occasionally require short perimidsme off which does not qualify as
special leave. This may include personal businppsiatments, special events or minor problems
at home.

305.17 All such requests for time off, to be made ueramust be approved beforehand by the
appropriate Audit Principal and the Deputy DireabbrAudit. Unless very special circumstances
exist, time off will not exceed one half day. Atme-off falling into this category must be made
up within three weeks of being granted.

305.18 Time-off granted under this policy should beagatted for on the timesheet under ‘Other’
in the week in which it was taken. The make-upetishould be charged as normal to the
appropriate work plan in the week it is worked.

 Travel Time

305.19 On all audits, where the field work is conductedciient offices, the auditors will be
expected to work the client’'s hours and to traweamd from the job outside the client's normal
working hours. This travel time will be considerichargeable to the audit.

306 STUDENT POLICIES

306.1 Attaining a recognized accounting designation mast worthwhile goal, providing those
who succeed with excellent prospects for a satigfgind rewarding career. A major objective of a
professional office is to develop individuals whanowork on their own and who can self-direct
rather than requiring constant direction. Coachlargexaminations as is done at the universities is
not always in the best interests of the studemtsimuch as it can develop dependence rather than
independence. The student who learns the diseiplquired to teach and coach him/herself is
frequently learning a facet of character often ssaey for future success.

306.2 This office provides you with a working atmospheeere you can test and improve your
skills. The professionals in this office standdg#o provide you with guidance. The assistance is
yours for the asking but you must have the vergngirpersonal ambition and self-discipline
required to study hard and work to high standardsu must be ready to start at the moment you
enter this office.

306.3 The following conditions apply to all students lvistoffice:

- The Deputy Director, Professional Development igcadion co-ordinator for the
office. However all professionals in the officdlvae available for consultation and
help in studies. It cannot be over-emphasizedghpthat it is up to the student to
make the best possible use of this offer. Thiscefivill not respond to vague
requests.

10
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- Studies will be closely monitored. This will mekeeping a record of progress in
assignments and submission of detailed study plans.

- Course costs will be funded in accordance withf stéés, and government policies
for the public service.

- This office may be used after hours for study psesobut with the clear
understanding that the person(s) so using theeof§i@are) responsible for security
and safekeeping.

- As part of the in-house programme, practice examispaactice case studies will be
marked for students. The Deputy Director of AuBitpfessional Development will
arrange periodic one and two day seminars whichbeilconducted for the benefit
of students.

- Office time may be provided to mark practice exand case studies. However,
any time spent must be approved by the approphiatit Principal, in advance, in
order to let him/her know what is happening and the time spent is as convenient
as possible in the regular work schedule. It i[geexed that the professionals in this
office will be generous with their own time as wielt the benefit of the students.

- Appointment to Auditor | after graduation is thaeinded policy which will be
phased in as staff conditions permit. Progresthé office will depend on the
auditor’s contribution to the achievements of tbifice and the existence of a
vacancy in the permanent establishment.

- After graduation auditors will be allowed to paip@ate in a professional
development programme. This programme may be dearthe auditor’'s personal
long-term career objectives. However, if theseeoliyes require the taking of
different courses, time may be made available & ahditor but the funding of
course costs will be dependent on the Staff Riles in force.

307 GENERAL AUDITING GUIDELINES

307.1 The new mandate of the Director of Audit cleanyspthis office in a position to comment

on the economy, efficiency and effectiveness ofegoment. It is therefore of the utmost
importance that the business of this office be cotetl with a maximum of economy, efficiency
and effectiveness and that the staff be seen lectehis attitude. Any controversies affecting ou

office in this regard could be devastating to aeddility and, consequently, for our effectiveness
and must be avoided.

307.2 The work flow in this office peaks between Marctd &eptember of each year for the
annual report and the interim audits and betwedénahd September for the financial statement
audits. Performance audits and other special @m®&gts to the extent possible are scheduled for
the slower periods. Because performance auditifigb&i absorbing an increasing proportion of
available time, auditing economy, efficiency anfibetiveness is also a very practical necessity.

11
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307.3 Regular interim and financial statement auditstnooatinue to be conducted in accordance
with generally accepted auditing standards. Howeak time saving techniques must be taken
advantage of. The following are some general dmee for economy, efficiency and
effectiveness in auditing which should be appli¢tever possible:

- effective utilization of audit staff, assigning pemsibilities to the limit of
capabilities while maintaining close and effectbugervision;

- restricting financial statement audit work to ficad matters to the extent possible
and only noting possible subjects for further irtigegion in the highlights;

- using statistical sampling in all cases where #gasnomically feasible;

- using the systems based audit approach on allsaexliept those where the systems
are not well enough developed or defined,;

- making recommendations which concentrate on impg@xisting systems to a
level which would make a systems based approadilpesn the future;

- as soon as it becomes apparent in any investigétiainthe systems are poorly
designed and/or poorly operated, applying the R@ilRaretta: a ‘quick in, quick
out’ approach will usually give 80% of the resuhs20% of the time required to
achieve 100% of the results;

- using reasonability tests and formulas devisednguie audit to establish the bona
fides of revenue and expenditure amounts whereafiiisoach may result in audit
time savings.

307.4 Opportunities to apply a cyclical rather than anwal audit approach must be recognized
and these possibilities reported to the Audit Rpalc

307.5 Strong emphasis must be placed at the planning stadpaving the client do as much work
as possible toward preparing for the audit. Foangple, preparing the financial statements,
supporting schedules, account analysis, trial ls@snreconciliations and other working papers.
The client should be advised, well in advance efdhdit, as to what is expected of him. Special
emphasis must be placed on written requests whéted to deliver has been demonstrated in the
past. If the client is un-co-operative or doesmett the agreed upon deadlines, these facts should
be reported to the Director of Audit.

307.6 Realistic deadlines must be set for work completiod follow-up action taken where these
audit deadlines are not met.

307.7 Time over-runs must be closely monitored. Oveisrwill not be accepted without the
prior approval of the Audit Principal. For workapis with budgets under one hundred hours, prior
approval must be obtained and explanations mugtdéded for over-runs of ten or more hours.
For work plans with budgets greater than one huhtiirs prior approval must be obtained and

12
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explanations provided for over-runs of 10% or md&xplanations must consist of reasons and not
excuses.

307.8 Outside audits must be completed in the clientficef This means that files must be
brought in ready for review including the draftdircial statements, management letters, etc.

308 COMMUNICATION

308.1 Communication is an extremely important life skilhich can make a significant
contribution in exam results, quality of work perfance and overall career achievement. The
difference between success and failure in the fexalms can frequently be attributed to poor
communication skills. Regardless of how experidnoe skilled an auditor is, if he lacks the
ability to communicate effectively he may be pevedias a poor auditor in spite of his/her talents.

308.2 In addition to the ability to express oneself dgaand concisely, a crucial point in
communication is the ability to identify oneselftivthose to whom the communication is directed.
One needs to be especially aware of the desinglmfireducing technical jargon to the level of
understanding of those to whom the communicatiahrexted. If a report is meant to be read by a
number of people at several levels in a hierar¢hg important to ensure that the material is
original and presented in a manner that serveqéeels of each level. If a senior manager is
forced to read a lengthy report in detail, he istagut it aside and not read it at all. An exa®u
summary reducing the full report to a few pagestaiomg the essence of the report can serve a
useful purpose. Middle management personnel may vearead the full text but may not be
interested in details at a level needed by operatistaff. This type of detail can be relegated to
schedules or appendices.

308.3 A table of contents sub-divided into large subjeceas, capitals and sub-headings
judiciously used, all have their place in enhanangeport to be read by a variety of people at
different levels.

308.4 Communication in the Office of the Director of Aucevolves around the audit file. One
of its functions is to serve as a communicationvieen the auditor and his supervisor and between
this year’s and the next year’s audits. Contestipoints are noted and discussed then committed
to a management letter. Throughout the file reyieacess it is essential that the reviewers obtain
a full understanding of the issues; therefore, rifeand concisely written highlights must be
developed. The quality of a management lettemasonly in the validity of the points but also in
the way these points are written and receivedlufeaof the client to understand the observations
and recommendations diminishes the probabilityhef recommendations being implemented and
the problems solved. Also, the less editing remuito be done by reviewing staff, the more
efficient the audit process becomes.

308.5 Acquiring a good command of the English Languagpiires a solid foundation in basic
grammar, an extensive vocabulary and skills in cwmsitippn. Courses — basic or advanced
depending on individual needs — supplemented bgimgaand by applying due care in practical
day to day applications are the important meanswhich to improve communication skills.
However, for some, failure to communicate effedyiveay have deeper underlying causes. Clear

13
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thinking — the ability to think in analytical andhifppsophical terms — and a thorough understanding
of the subject matter are as central to good congation as are knowledge, vocabulary and
composition skills of grammar. It is therefore iong@ant to each individual through a process of
self-analysis — if necessary, with the assistantc®tbers — to determine the root problems
underlying the poor communication skills and toetalorrective action according to the outcome
of the analysis.

309 FILING SYSTEM

309.1 The Administrative Secretary is responsible f& theation and maintenance of the overall
filing system and file listings etc., under theedition of the Deputy Director, Audit Matrix. The
Audit Principals are responsible for working pafilercontent. An updated copy of the list will be
maintained for ease of location, and retrieval.

309.2 The Audit Principal in charge of the audit is resgible for the maintenance, condition and
location of all files until the audit is transfedréo the Secretariat. This responsibility incluties
permanent file, correspondence file and finandetesnent file.

309.3 The permanent files, correspondence files andnfilsh statement files are usually less
bulky and used on an intermittent basis. For tbé&son, they are more easily misplaced and the
loss of file may go undetected for several monthsnore. At the same time these files are
necessary and valuable and must be protected. aRentfiles and financial statement files should
be taken out of the office only when absolutelyassary. Correspondence files must not be taken
out of the office for any reason.

309.4 File content will be in accordance with the folloiguidelines:
1. Permanent files

All files will be organized on a standard sectiobakis and updated annually. Sections
should be separated by tabbed dividers. Stanéats areas follow:

Acts

Regulations

By-laws

Extracts of minutes — Board of Directors’ meetings
Cabinet decisions and other important minutes
Agreements and Contracts

Miscellaneous

Annually, at financial statement date, all item$ belonging in permanent files should be

removed and clipped, by the Audit Principal, to thaside of the file for review by the
Deputy Director, Audit Matrix.

14
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2. Financial statement files

These files should contain the type-checked copyheffinancial statements for each year
of audit.

3. General/correspondence files

These files should contain, in chronological orddirJetters of recommendation and client
responses plus audit engagement letters, requasiaférmation and letters setting out
what the client is expected to do in preparatioritie audit.

309.5 Files will be stored in the Secretariat and templyraduring the audit in the Audit
Principal’s office.

309.6 The working paper file cabinets will contain, &les in progress for the current year
according to the Estimate Heads as well as the lstetpfiles for the immediately preceding
audit. (Note: not necessarily the preceding year.)

309.7 The performance audit file cabinets will contain fdes prepared during the audit in
Estimate Head numerical order. The overview amglesubinders will be filed separately in the
bottom drawer.

309.8 The Audit Principal will ensure that all files farhich he/she is responsible are labeled to
clearly indicate the file number, subject, anddisgear on the tab and the front cover of the file.

309.9 The Administrative Secretary will ensure that thare sufficient numbered hanging file
folders in place in the cabinets to accommodatevibri&ing paper files.

309.10 All files must be stored in the filing cabinet @hnot in use. This includes overnight and
weekend periods. The only exception is for fileedion outside audits. These may be stored in a
locked desk or brief case.

309.11 The general file cabinet will contain, files aoding to Estimate Heads for the four years
immediately preceding the files in the current G&binet.

309.12 The Deputy Director, Audit Matrix is responsilftg ensuring that completed working
paper files will be moved from the current workipgper file cabinet to a closed working paper
file cabinet once each year.

309.13 To make room for the newly transferred files, thaest files in the transfer file cabinet
will be removed and placed in cardboard file sterégxes. Those files in cardboard storage
boxes will be reviewed by the Deputy Director, Auditrix and the Administrative Secretary and
either retained or destroyed in accordance withdffice’s documentation policy at Section 311.

309.14 The file numbering system for the office will befaows:
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Expenditure Authority Files

E.A./(Estimate Head No.

General Files

G.F./(Estimate Head No.)

Permanent Files

P.F./(Estimate Head No.)

Working Paper Files

W.P.F./(Estimate Head No.)

Performance Audit Files

P.A.F./(Estimate Head No.)

Other files:
- Audit General Files

A.G.F./(Sequential No.)

Personal Files (staff)

A.P.F./(Initials)

Circular Files

CIR./(Estimate Head No.)

309.15 In the past it has been difficult to locatedilehich have been removed from the cabinets.
Therefore, when a file is removed for whatever oeasthe Administrative Secretary or
Clerk/Typist will insert on a ‘File Out’ card, tHde number and the borrower’s name which will
be placed in the vacated space.

309.16 With the increasing number of files in this offidt is of utmost importance that these
procedures be strictly followed. Any problems omplaints related to the filing system should be
directed to the Deputy Director, Audit Matrix thigiuthe Administrative Secretary. No changes
to the system as described in this manual will beenwithout the prior approval of the Director of
Audit.

310 INFORMATION AND SOURCE DOCUMENTS

310.1 Sections 13 and 17 of the Audit Act confer cerfaanvers of access to information on the
Office of the Director of Audit. Although thesewers are very extensive, it is expected that all
staff will exercise discretion in their requests ifdformation and documents.

310.2 Information made available to the Office of the datior of Audit is the property of the
client and as such must be treated with the sstictenfidentiality. All staff are reminded thaeth
have taken an oath to refrain from divulging anfpimation of which they become aware as a
direct result of their employment in this office.

310.3 Staff must not leave documents lying about unattdnd Staff must use the utmost
discretion even with the client staff. When leaythe client’s premises, all files and papers must
be locked away or returned to the appropriate iafffor safekeeping. All requests for information
about the client should be treated with cautidnis & policy of this office to assist other agesci

of government by making certain analyses, reportsvorking papers available if this would
prevent them from duplicating our work. These mtbe made available except with the prior
permission of the Audit Principal, who must obt#ue client's approval where necessary. Most
requests from interested third parties can be g@tely redirected to the client.

310.4 In cases where the client is reluctant to rele&stain requested information, the Auditor
should inform his/her Audit Principal. The Auditifitipal will then determine whether there is a
basis for the client's concerns and whether thermétion is essential to the audit. If there
appears to be no basis for the client's concerdgtaainformation is essential, the Audit Principal
will pursue the original request and suggest lichiiestribution if necessary. If there is a basis f
the client’'s concerns or there is disagreementleiinformation is still essential, then the matter
will be referred to the Director of Audit.
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310.5 Because of the volume and frequency of requestenathe Treasury for documents, all
documents which are signed out to this office naessecurely kept while in our possession and
the auditor should carefully ensure that the documare signed in when they are returned to the
Treasury.

310.6 All requests for computer held information shoble in writing, approved by the Audit
Principal, and give as much detail as possible e tature and format of the information
requested. A copy of the request should be foradr the user department as notification.
Requests should state the date required and as leathime as possible should be provided for.
In special cases where it is important not to gdtie user, the Director of Audit will deal witheth
Accountant General to make appropriate arrangements

310.7 From time to time, especially with the advent oé therformance auditing, it will be
necessary to examine personnel files to establisteatials and evaluate the experience and
educational qualifications of personnel in key poes. While the Public Service Commission
must be fully aware of the Director of Audit's riglo information under the Audit Act, it is
understandably reluctant to informally open itedilat every request. Requests to review
personnel files must therefore be made throughDinector of Audit or the Deputy Director of
Audit, Audit Matrix. This applies only to the PublService Commission personnel files and not
to other records maintained by the Commission.

311 DOCUMENT RETENTION AND DESTRUCTION
311.1 The bulk of documents produced or retained by difce are routinely stored in the

regular audit files in accordance with Section 803his manual. Retention policy for all audit
files is as follows:

Permanent and Correspondence files To be retaiugdinitely subject to annual culling
Interim and Financial Statement Audit Files Curngsdr in progress plus five most recently completed
Working Paper Files - do -

Performance Audit Files Five years minimum

Miscellaneous Audit Files - do -

311.2 At the end of each fiscal year the Audit Principesponsible for financial audits will
supervise the destruction of all interim and finahaudit files which are more than five years
older than the current files in progress.

311.3 At the end of each fiscal year the Audit Princgpedsponsible for performance audits will
examine all performance and miscellaneous filesmegare a list showing recommended action
for each file. The list, together with those filerommended for destruction, will be presented to
the Director of Audit through the Deputy Directdwdit Matrix for final review and approval.

311.4 Other documents will be kept by the Administrati8ecretary in accordance with the
following retention schedule:
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Accounting records (vote books), travel claims, etc| 5 years
General/correspondence — office -do -

Cabinet decisions 10 years

Personal files Keep until 1 year after termination
Gazettes 10 years

Work plans and individual time summaries 2 years

Analysis of vouchers, monthly summaries 2 yearsrpa the year being audited
Salary analysis 5 years
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SECTION 400

PERFORMANCE AUDIT

401 INTRODUCTION

401.1 Performance auditing is a concept that is basesivonmportant principles of management
in the public sector.

401.2 The first principle is that public business shobédconducted in a way that makes the best
possible use of public funds. Officials resporesibdr spending public funds must ensure that

these decisions are legal and ethical. They rmmire that these decisions result in economical,
efficient and effective public services. This mgdinat goods and services of appropriate quality
should be bought in appropriate amounts, at apjat@ptimes and at the best price. Resources —
people, goods and money — should be used as preelychs possible and programmes should

achieve their intended results. In other wordsdgdecisions in the public sector are those theat ar

not only legal and ethical but also reflect duearddor value for money.

401.3 The second principle is that people who condubtdipuibusiness should be accountable for

the prudent and effective management of the ressuentrusted to them. This onus of

accountability permeates the whole of the publictare from elected representatives who are
accountable to the public to officials who are actable to elected and public service superiors.
At every level there is an obligation to demonstritat good management practices are being
followed.

401.4 Financial auditing is an examination of accountiagords and other supporting evidence

for the purpose of expressing an opinion as to dresuch statements or information are

presented fairly in accordance with an appropridisclosed basis of accounting. It is not the

objective of financial auditing, however, to asset®ther public funds have been spent with due
regard to value for money. Performance auditingllleen developed to take this into account. It
uses a variety of techniques and a multi-disciplirsudit team to provide an objective assessment
of the degree to which due regard has been givetdaomy, efficiency and effectiveness in the

collection and expenditure of public funds.

401.5 A performance audit entails an examination ofdbetrols, processes and systems used to
manage an organization’s resources: money, peppisical assets and information. This means
that the audit may embrace a variety of areas gt

- financial planning, accounting and financial repugt

- human resource planning, development, appraisdisi@gization;

- planning, acquisition and utilization of propergquipment, plant, inventories and
other assets;
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- development and production of information necessarplan, operate and control
an organization and to fulfill accountability olaigons.

401.6 The principle of accountability applies to publergants at all levels within public service
organizations. Therefore the concept of performaaaditing is as applicable to internal auditing
for management’s use as it is to external auditioge for elected and governing bodies and the
public.

401.7 Performance auditing does not confine itself tarsixing the past. It uses its analysis of
existing controls, information systems and repaortipractices to recommend improvements
designed to result in greater economy, efficienuy effectiveness.

401.8 The specific techniques used in conducting peréoree audits vary from one audit to
another. Performance auditing itself is not a mégpire, but rather a concept to help auditors of
publicly funded organizations decide what they $th@xamine and report on and a framework to
help them do it.

401.9 To capture the essence of the performance audtomrept one should study and
understand the following description:

A performance audit is an examination that provides objective and constructive
assessment of the extent to which:

- financial, human and physical resources are managegddue regard to
economy, efficiency and effectiveness; and

- accountability relationships are reasonably served.

401.10 The performance audit examines both financial amthagement controls, including
information systems and reporting practices, acdmenends improvements where appropriate.

401.11 Certain aspects of this description merit elatbona The idea of ‘accountability
relationships’ is crucial. It is based on the asgtion that those who confer responsibility should
expect and should receive an appropriate accoufaime discharge of responsibilities conferred.

401.12 The performance audit concept focuses on and aetisaccountability relationships in
two ways. First, it examines the clarity of undensling that exists about who the principle parties
are in these relationships and how the respornsitidi provide for proper accountability is to be
discharged by those who manage public funds.

401.13 It is not, however, the function of an auditor ttempt to prescribe what the accountability

relationship ought to be within an organizatiorgttis the job and perogotive of the elected and
appointed officials involved. Nonetheless, thecatability relationships should be clarified and

strengthened as a result of the performance axaimation.
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401.14 The term ‘reasonably served’ recognizes thatethsrusually a gap between what is
desirable and what is practical from the pointsvigiv of cost and usefulness. There is no
universal formula for defining the kind of inform@t public officials need in order to discharge
their responsibilities; the test of ‘reasonablehésshe only one available. Accordingly, while
certain types of information might improve accotniliy, the performance auditing concept
recognizes that the cost of obtaining that inforamatmust be weighed against its potential
benefits.

402 AUDIT STANDARDS

402.1 This section describes the standards governingcéimeluct of audits performed by the
Office of the Director of Audit. The standards #ne basis used to judge the quality of the work
of the office. Audit standards are the criteriaaiagt which the appropriateness of auditing
procedures is conducted in a cost-effective manner.

402.2 Formal audit standards have not yet been issueithdyaribbean Institute of Chartered
Accountants but the Caribbean Organization of Supréudit Institutions (CAROSAI) have
formally adopted the International Organization ®fipreme Audit Institutions (INTOSAI)
standards. The standards set out in this manealexived from INTOSAI auditing standards and
policy statements issued by the General Accoun@ifice (GAO) of the United States, the
American Institute of Certified Public Accountar(tSPA), the Canadian Institute of Chartered
Accountants (CICA) and the Office of the Auditorr@eal (OAG) of Canada.

402.3 PROFESSIONAL STANDARDS

e Qualifications

402.3.1 The auditors assigned to perform the audit musécilely possess adequate professional
proficiency for the tasks required.

* Independence
402.3.2 In all matters relating to the audit work, the awtganization and the individual auditors
must be free from personal or external impairméatindependence, must be organizationally

independent and shall maintain an independentidétiand appearance.

* Due professional care

402.3.3 Due professional care is to be used in condgdiire audit and in preparing related
reports.

» Confidentiality

402.3.4 The auditor should respect the confidentialityrdbrmation acquired.
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402.4 AUDIT PLANNING STANDARDS

402.4.1 The auditor should plan the execution of theitanda manner that ensures that the audit
is carried out in an economic, efficient and timefyy.

402.5 AUDIT EXECUTION STANDARDS
» Assessing significant systems and controls

402.5.1 The auditor should study and evaluate the sggmt system and their controls, consistent
with the scope of the audit.

* Audit evidence

402.5.2 The auditor should obtain evidence of an appatgpiquality and quantity to support the
conclusions and recommendations of the audit report

+ Documentation

402.5.3 The auditor should document all important matter demonstrate that the audit was
carried out in accordance with the audit standafdee Office of the Director of Audit.

402.6 AUDIT REPORTING STANDARDS

402.6.1 Each report of the Director of Audit should cont#ie scope of examinations, findings
and as appropriate, constructive recommendationsenggzanied by management responses. |t
should deal with matters that are significant amolugd be concise, clear, complete, fair, accurate,
objective and timely and should fulfil the repogirequirements of applicable legislation.

402.6.2 Each observation drafted for inclusion in any répssued by the Director of Audit
should disclose the following:

a. Criteria

The basis against which an observed condition sess®d. Criteria for legislative
compliance, for example, are the rules and lawsslegislation. In certain circumstances
where specific criteria are not stated it will becessary for the auditor to apply
professional judgement to determine appropriaterci

b. Condition

A statement of the observed situation or weakness.

C. Cause

A concise explanation of how the condition occurred
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d. Effect

The impact of the condition on the audit entity wlddbe stated. This might take the form
of losses of revenue, over-expenditure, unecondrpigahases, inefficient use of facilities
and resources, etc.

e. Conclusion
The conclusion should include a constructive recemstationfor improvement together

with, where possible, management’s response tmliservation. Any requirements for
further investigation should also be stated.

403 MANAGEMENT AND CONTROL

403.1 Management and control of the audit process shen&lire that the planning, execution
and reporting phases of all audits are consistéhttive objectives and audit policies of the Office
of the Director of Audit and are conducted with degard to economy and efficiency.

403.2 The Deputy Director, Audit Matrix will issue a woplan for the overview and survey
stages of each audit. Upon completion of the aeanand survey the Audit Principal will submit
to the Deputy Director, Audit Matrix an audit planth a list of audit projects and an estimate of
the time required to complete each project. Bamsethe audit projects selected, additional time
may be provided for completion of the execution aggbrting phases depending on appropriate
presentation by the Audit Principal. Auditors wabmplete time summaries for review by the
Audit Principal with details on budgeted and actirak for the overview and survey of each audit
project.

403.3 Effective supervision throughout all phases of #uelit is vital. Those members of the
audit team who exercise supervisory responsitsliyuld ensure that:

- staff working under their direction are fully bréef on the procedures they are to
follow and the objectives of such procedures;

- work carried out by staff under their directiorpr®perly executed;

- management control, methods, as outlined in tlugwe, are followed.
404 AUDIT PROCESS AND MANAGEMENT
404.1 This part of the manual describes the audit pocsed by the Office of the Director of
Audit and indicates the management and control tpoat which audit work is reviewed
throughout the audit process. The emphasis is@mprocess, procedures and controls used rather

than the techniques that may be applied to accempkrformance audits.

404.2 The audit process lays the groundwork for the ¢ansve way in which recommendations
for remedial action are made. The process catlsgecific written responses from departments,
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ministries, statutory authorities and governmemhganies subject to audit. It is the responsibility
of the Audit Principal to ensure that these respsrase received.

404.3 The audit process is divided into three phases:

1. Planning the audit means determining audit scoppeing, objectives, criteria,
methodology to be used and resources requireddorenhat the audit covers the
most important organizational functions and proesss

2. Execution involves collecting evidence that is appiate in quality and quantity
based on audit objectives, criteria and methodoldgyeloped in the planning
phase. This phase is carried out by applying dadftniques for:

a. testing and evaluating controls;
b. identifying effects and determining causes; and
C. developing conclusions and recommendations.
3. Reporting is the final phase in the audit procefisinvolves communicating the

results of the audit to senior management and tieygao the legislature.

404.4 An overview of these three phases is set outguriéi 404. The phases are usually carried
out in the sequence indicated. It should be pdioig that all phases may not be necessary in an
audit and combining phases may be the most eftisi@y to perform an audit. The process is a
guide to performing an audit but there is no st for professional judgement. Audit
Principals will have ultimate responsibility forrool of the effectiveness of an audit.
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THE AUDIT PROCESS: OVERVIEW FIGURE 404

UNDERSTANDING THE AUDIT ENTITY ..
*

*

*

PLANNING AND CONDUCTING THE SURVEY . PLANNING
* (see Figure 405)

*
*
IDENTIFYING MATTERS OF POTENTIAL SIGNIFICARE
*
*
* .
PREPARING SURVEY REPORT AND OUTLINE AUDIT PLAN ...
*
*

*

PREPRING DETAILED AUDIT PLAN AND AUDIT PROGRAMMES  ............
*

*

* . EXECUTION
CONDUCTING TESTS AND OBTAINING AUDIT EVIDENE . (see Figure 406)
*

*

*

PREPARING POINT FORM REPORTS ...
*

*

*

FINALIZING REPORTS
*

* . REPORTING
* . (see Figure 408)
REPORTING TO PARLIAMEN"

405 AUDIT PLANNING

405.1 INTRODUCTION

405.1.1 Audit planning consists of two stages, the overveétage and the survey stage. Figure
405 on page 37 of the manual is a diagram of taanphg phases. The first control point in the
audit process is the selection of an entity fomexation.

ENTITY IS SCHEDULED FOR EXAMINATION

405.1.2 Initial audit planning begins when the auditiggnis scheduled for examination. The
audit entity may be:

- a government department;

- part of a government department, for example, adiraa major programme or a
specific activity; or

- a government-wide function or operation.
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AUDIT ASSIGNED TO AN AUDIT PRINCIPAL
AND OVERVIEW TEAM MEMBERS DESIGNATED

405.1.3 As entities are assigned for audit, they aratifled with time reporting work plans.
Manpower resources are allocated by the DeputycireAudit Matrix, and the time incurred by
those resources is charged against the work dotie asidits advance. The time reporting system
monitors person-hours used and compares the aohato the plan. It provides a report to the
Audit Principal which allows him to:

- assess the progress of the audit;

- provide information to management concerning coefs the audit, team
composition and skills; and

- provide information for administrative purposes dod planning the annual and
multi-year programmes of the office.

405.1.4 Responsibility for the conduct of the audit @mally assigned to an Audit Principal. A
small ‘overview’ audit team, consisting in most esf the Audit Principal or a senior staff
member, is designated to gather the informatioessary to begin planning.

405.2 OVERVIEW STAGE

405.2.1 Whether or not an audit will be successful widlpend to a large extent on the co-
operation of the client. For this reason considleraare should be taken in introducing the audit.
Normally this would include a meeting with the Pamant Secretary, the Director of Audit and/or
Deputy Director, Audit Matrix and the Audit Prineilp The purpose of the meeting would be to
introduce the audit, explain any questions the Baant Secretary might have about the process
and solicit his full co-operation.

405.2.2 The key to planning an audit is in having thetlpossible understanding and knowledge
of the audited organization and the environmentwimch it operates. Planning begins by
assembling information which provides a generaleustdnding of:

- the significant programme accountability relatiapstof the entity;
- key management systems and controls; and
- sources of audit criteria applicable to these syste

405.2.3 If the Audit Principal and/or members of the owew team are already familiar with the
entity to be audited, the steps outlined in theraegv stage can be carried out over a brief period
of time. Where auditors who are unfamiliar witle tlntity, are involved, the Audit Principal is
responsible for ensuring that this stage is cawigdn an economical and efficient manner.

405.2.4 At the overview stage it is important to enstimat reliable documentation is being
obtained. For this reason, key information shdwddrequested in writing from the Permanent
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Secretary. While every audit will be different $ome extent there will be information needs
common to every overview.

405.3 SOURCES OF OVERVIEW INFORMATION
405.3.1 To understand significant programme accountghiélationships and key management

systems and controls, the auditor studies pertilegnglation, regulations and publications, thereby
enabling the identification of:

the authority or mandate for the entity’s programraed activities;
- the objectives of the organization;

- the organizational structure and appropriate persioto contact within the audit
entities;

- the principal programme components, outputs orceffand their relationship with
stated objectives;

- the key financial reporting, management and EDResys;
- the relevant financial, legislative or administvaticonstraints imposed externally,
for example, directives from central agencies guinements of Acts such as the

Finance Act;

- any internal or external guidelines, managers rfalkiw in planning, conducting
or evaluating their operations; and

- the progress made by management on remedial goaposed in previous audits.

405.3.2 In addition to pertinent legislation, regulatsoand publications, there are other sources
for gathering information at this initial stageménning. These include:

estimates, public accounts and departmental amitggenual reports;

- Office of the Director of Audit documentation orethntity, for example, prior year
audit files;

- the principal concerns expressed by legislators, Ntnistry of Finance or the
Director of Audit in respect of the audit entity;

- formal reports prepared by central agencies, irsbotask forces or outside
consultants and by officials inside the organizatom the operation of significant
controls;

- interviews with senior financial and operating mgera in the audited organization;
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- discussion with members of this office who haverbassociated with previous
audits of the entity or who have experience withtgpe of operation to be audited.

405.3.3 It is important to note that much of the infotioa referred to above may already be
available in existing audit files. Team membersuthi ensure that they are familiar with current
files. Prior year audit files should be referredand updated where necessary before time, effort
and resources are expended in gathering informé#tetns already on hand.

405.3.4 As part of the initial information gathering pess and in order to improve the conduct of
the audit, the auditor should consider:

- co-ordinating with other auditors; and
- following up previous audit recommendations.

405.4 CO-ORDINATING WITH OTHER AUDITORS
405.4.1 Before an outline audit plan is drawn up for &xecution phase, the extent to which the
auditor can rely on work done by other auditorsustidbe examined. This step can result in
economies and a more effective audit approach inyiredting duplicate or overlapping efforts.
Co-ordinated audit effort also reduces disruptionte audited organizations.
405.4.2 In relying on the work done by other auditdhg, following should be kept in mind:

- competence, objectivity and professional qualifaad of the other auditors;

- extent to which their examinations are consistdttt wur standards of auditing;

- suitability of audit criteria used;

- scope of the examinations conducted; how long ag®tive audit carried out; and

- extent of changes made as a result of recommendatiade in previous audit
reports.

405.5 REVIEWING PREVIOUS AUDITS

405.5.1 A review of matters raised in previous year'pams provides a progress report on
actions initiated by management of the audited mmgaion. This follow-up serves two purposes.
Firstly, it helps the auditor judge the need te@xamine, in depth, matters which have previously
been dealt with. Secondly, it enables this offiweeport to the Legislature on the adequacy and
timeliness of actions taken by management.

405.5.2 Follow-up procedures initiated by the Audit Ripal should allow for monitoring of
Government action in response to our recommendation

LINES OF AUDIT ENQUIRY ARE IDENTIFIED BY THE OVERVI EW TEAM
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405.5.3 Lines of audit enquiry are the broad areas texsmined in order to gain an improved
understanding of the audit entity. They constitigse areas where it is most likely that matters
of potential significance will be identified duriniige survey stage.

405.5.4 Examples of audit lines of enquiry might include:

- follow-up of actions taken in response to previorescommendations and
commitments;

- the usefulness and completeness of informatioresyst

- the adequacy of management systems such as thlagmgeo planning and
control; and

- the existence of procedures to measure and reporteoonomy, efficiency and
effectiveness.

405.5.5 Sources of audit criteria are determined byathéitor through a review of the nature of
the programmes involved and the key operationaladheristics of the management process.
Section 407 identifies sources of audit criterid antlines criteria which may be suitable for use
in this office.

405.5.6 An overview report is prepared, containing a swary of the information gathered at this
stage of the audit. Such reports provide a comvenand readily accessible overview of the
organization to be audited. The overview shouldapproved by the Permanent Secretary of the
Ministry or Department being audited. The contesftshe overview include — role, objectives,
legislation, environment, organization, resourpesgrammes and accountability models.

405.6 SURVEY STAGE

405.6.1 The survey is conducted mainly within the auditegboization.

AUDIT PRINCIPAL, PROJECT TEAM LEADER
AND TEAM MEMBERS CONDUCT SURVEY

405.6.2 The purpose of the survey is to explore, in Hiigcient manner, lines of audit enquiry
identified during the overview stage and more dj=dly to:

- expand on the initial knowledge and understandihgcoountability relationships
and key management systems and controls;

- develop and conduct initial tests of hypotheses;

- specify appropriate audit criteria,;
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- conduct a preliminary assessment of the adequacydeitified systems and
controls;

- determine matters which are potentially significémt testing, quantification and
reporting purposes;

- establish the extent to which reliance can be plame other auditors, including
internal audit; and

- develop a reporting strategy and an outline audit.p

Full understanding of these areas is an integrel gfaplanning and an audit of a government
entity.

405.7 KEY MANAGEMENT SYSTEMS AND CONTROLS

405.7.1 Key management systems and controls are thos@ahe critical to the organization’s
operations. An important step in the survey stagelves determining and describing the key
management systems and controls which have besoald be established to carry out and report
on the responsibilities undertaken by the managenfahe audited organization.

405.7.2 In identifying key management systems and odsitithe auditor should relate their
significance to:

- the entity’s role, objectives and programmes; and
- the concerns expressed by legislators.

405.7.3 The auditor is concerned not only with the kegnagement systems employed for
delivering a programme (which may be unique toaheited organization) but also with those for
finance, personnel and other administrative aotwit In many instances, these systems are
influenced to varying degrees by Central AgencieSavernment.

405.7.4  In describing these key management systems andotgnthe use of modelling
techniques, including flowcharting, reinforced wahppropriate narrative is usually desirable as a
means of synthesizing, recording and communicativeg understanding gained of the audited
organizations’ operations. In certain instancesa@aative by itself may be adequate. In the case
of accounting systems, flowcharts are a recognimeehns of documenting the auditor’s
understanding of how the system works. They #aist the flow of documents and activities
within the system.

405.7.5 In selecting a specific modelling technique, thelitur assesses its appropriateness by
asking whether:

- the model adds to the effectiveness of the audit;

- the model will be easy to understand and explaothers;

- it will highlight the significant controls which ést; and

- the cost of preparing the model is reasonable.
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405.7.6 Documentation prepared by the audited organizatf the systems and controls of
interest to the auditor should be used where theyappropriate. The auditor should verify the
existence of such documentation at the outsetaalate risk of duplicating it.

AUDIT CRITERIA ARE SPECIFIED
405.8 SPECIFYING AUDIT CRITERIA

405.8.1 Audit criteria provide reasonable standards ragjawhich both the design and the

performance of management systems can be asse3$edAudit Principal should ensure that

appropriate audit criteria are identified. The iaumtiteria set out in Section 407 are some
examples of those against which audited organatmpuld be assessed by this office. They
should be referred to during the survey stage.

405.8.2 The criteria should be fair and acceptable ® ldgislature and senior government
managers. For senior government managers, autgiti@rconstitute standards against which their
systems and controls are being evaluated and @avidasis for them to develop or assess their
own management procedures. For the legislatumdit atiteria provide useful benchmarks for
assessing government’s management of the rescassegied to it by the legislature.

405.9 PRELIMINARY ASSESSMENT OF SYSTEMS AND CONTROLS
405.9.1 Having specified audit criteria for assessmdrikeay management systems and controls,
the auditor collects adequate relevant evidenagder to make a preliminary assessment of their
adequacy.
AUDIT PRINCIPAL PREPARES THE PRELIMINARY ASSESSMENT

405.9.2 This step involves reviewing, documenting and usi@deding the:

- purpose of the system;

- major inputs and outputs of the system;

- operation of the system;

- relationships with other key systems; and

- responsibility relationships.
405.9.3 At this stage, information on the existence padormance of key controls is required.
Key controls which should be in the system musideatified. A preliminary assessment of the
system is then done to determine whether neceseatyols exist and how they operate.
405.9.4 The auditor is primarily concerned with controlsetwsure that:

- the purpose of the system is compatible with tredeef the users and the role and
objectives of the audited organization;

- prescribed standards, policies and practices drerad to;

31



Office of the Director of Audit, Saint Lucia Audit Manual

- needs of the users of the system are met;

- operations are carried out economically and effiitye

- performance is regularly reviewed; and

- reporting is appropriate, accurate, complete anélgi.
405.9.5 Information collected at this stage should Bevant and obtained from reliable sources.
It should not be exhaustive however, since gathesofficient audit evidence to arrive at

conclusions and recommendations is part of theugiatphase of the audit.

405.9.6 The preliminary assessment of each key system dhgolvide information on both its
strengths and weaknesses. Such information sipeutdin to:

- those controls which are designed and appear tditumproperly;

- those controls which are either not properly desigar do not appear to function
properly; and

- those controls which are desirable but are nontents
405.9.7 The auditor’'s preliminary assessment is the basidétermining:

- what matters appear to be significant and may leerature that should be brought
to the attention of the legislature; and

- the nature, extent and timing of further auditinggedures to be carried out in
substantiating the underlying hypothesis for eagtitaobjective relating to the
matters of potential significance.

405.9.8 The auditor’s preliminary assessment must beigented in the working papers.
405.10 MATTERS OF SIGNIFICANCE

AUDIT PRINCIPAL IDENTIFIES ALL MATTERS
OF POTENTIAL SIGNIFICANCE

405.10.1 The Audit Principal, with support from the Proj@aam Leader(s) and team members,
determines those matters of potential significasuoeé of a nature which might be reported to the
legislature. They are those matters of the ketesys and controls which, in the auditor’s opinion,
may be crucial to the success of the important narogies or activities undertaken by the
accountable entity. They are those matters whitdygh potentially significant at this stage, will

be examined in the execution phase and may berowdias matters of significance.
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405.10.2 Matters of potential significance differ froormdéis of audit enquiry identified during
preliminary analysis. The lines of enquiry are igesd to improve the auditor's broad
understanding of the entity. Matters of potergighificance, however, are identified as a restlt o
conducting the survey and tentatively determine rttadters which may be reported on. They
thereby determine the scope of the execution phaseserve as a basis for specifying audit
objectives.

405.10.3 Significance, like materiality, can be measureterms of the extent to which a given

matter is likely to influence the judgements oridiens of a reader of a report. While materiality
is used in the context of financial statementspificance applies to the entire range of activities
audited, including financial and other controls @ndcedures examined.

405.10.4  Significance is usually judged by effect. Effecesther actual or potential, can

frequently be stated in quantitative terms sucll@krs, time, units of production or number of
transactions.  Sometimes effects, such as lowemethle, are intangible but, nevertheless,
significant. Regardless of the terms used, theanaif finally reported, must provide sufficient

information to convince the reader that it warraattention.

405.11 FACTORS AFFECTING SIGNIFICANCE

405.11.1 Factors which the auditor should consider ind&lg appropriate audit objectives and
choosing matters of potential significance to bamexed are:

- known or probable financial or management issuesoatern to the legislature of
management;

- areas of risk or particular ongoing concern idésdifin previous audits;

- guestions of ethics, fraud or other irregularityd aon-compliance with financial
regulations;

- known, suspected or potential areas of uneconorordakfficient operations;

- uncertainty concerning the entity’s knowledge ofe tkeffectiveness of its
programmes and deficiencies in the entity’s proceslto evaluate effectiveness;

- nature and relative size of a programme or actiaitg its importance and impact
currently, cumulatively or potentially;

- significance of new or expanded programmes oviéies;

- programme management characteristics, such as almestrictions or freedoms in
carrying out functions; and

- nature and importance of the physical resourcesived.
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405.11.2 Judgements concerning matters of significancenaade continually throughout the
audit. As these judgements occur, attention shbaldjiven not only to the impact of known or
potential conditions in the audit entity but aleqobssible government-wide impact.
405.12 SPECIFYING AUDIT OBJECTIVES

AUDIT PRINCIPAL SPECIFIES AUDIT OBJECTIVES
405.12.1 The audit objective refers to the extent to whipbkdfied audit criteria are adhered to
by the audited organization. The audit objectigeachieved through the collection of an
appropriate quantity and quality of evidence.
405.12.2 In specifying audit objectives, the Audit Princiggves consideration to:

- significance and materiality of the underlying issu

- potential for action by those who are likely to realecisions based on the auditor’s
report;

- Audit Office priorities;

- adequacy of the scope of the audit for providingralication of the overall quality
of the entity’s financial administration and resseimanagement; and

- availability of expertise required for making auditigements in specialized areas.

405.12.3 In a performance audit, not all matters of po& significance are selected for audit
during the execution phase. However, the Audimédpal is expected to determine all matters of
potential significance before selecting those dhatuld not be audited.

AUDIT PRINCIPAL SELECTS THOSE MATTERS
OF POTENTIAL SIGNIFICANCE TO BE SUBJECT TO AUDIT

405.12.4 The Audit Principal’s rational for decisions shoulé documented for review and
approval purposes.

405.12.5 Matters of potential significance are not neegity only those areas where the audited
organization appears not to adhere to audit citefihe underlying concept is one of significance;
that is, crucial to the success of the organiz&ioperations and worthy of corrective action as
soon as possible. Lack of adherence to auditrierite not by itself a basis for selecting audit
objectives.

405.13 SURVEY REPORT

405.13.1 The survey report is an important milestone and agament control point in the
management process.
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AUDIT PRINCIPAL PREPARES SURVEY REPORT,
THEN AUDIT ADVISORY COMMITTEE REVIEWS AND APPROVES REPORT

405.13.2 This report is prepared by the Audit Principatharge of the audit in conjunction with
the Project Team Leaders involved with the survelge report is submitted to the Audit Advisory
Committee.

405.13.3 The survey report is used:

- by the Audit Principal to communicate an understagaf the audited organization
and its key systems and controls to the Audit AaiyisCommittee;

- by the Audit Advisory Committee to review selectedatters of potential
significance for relevance and completeness asia f approval of:

a. scope of the audit execution phase;

b. relationship of the reporting strategy developed thg Audit
Principal with that of this office;

C. time budget; and
d. human resource requirements.

405.13.4 The major components of this report provide Alelit Principal and the Project Team
Leader(s) with a basis for discussing with seni@nagement of the audited organization the
purpose, scope and timing of the execution phase.

405.13.5 The important components of a survey report are:

- description of key systems and controls;

- identification of audit criteria used,;

- preliminary evaluation of key systems and controls;
- description of matters of potential significanceda

- an outline audit plan for the execution phase.

405.13.6 The report should be based on relevant andbtelevidence supported by the working
papers. Justification for impressions about opamat of the key management systems and
controls should be highlighted. Fact should bérdisished from speculation.

405.13.7 The report should be brief. It should not datsatters already covered in the briefing
binder. Information contained in the report shobé&lpresented in a logical manner, elaborating
only on those aspects which are critical to thasi@es which need to be taken in preparing the
outline audit plan.
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405.14  OUTLINE AUDIT PLAN

AUDIT PRINCIPAL PREPARES OUTLINE AUDIT PLAN
IN CONSULTATION WITH PROJECT TEAM LEADERS

405.14.1 The final step in the survey stage is the prapar of an outline audit plan. This plan is
prepared by the Audit Principal in consultationtwihe survey Project Team Leaders and is a
major control pint in the audit process. It is albyprepared and submitted as part of the survey
report.

405.14.2 The purpose of the plan is to:

- define the audit scope in terms of audit objectiaed projects and to address those
matters which may require the attention of thedieguire;

- provide indicators for judging significance and erality and the degree of
assurance sought by the auditor;

- identifying resource requirements, including spkeskéls needed;

- establish overall audit and project time budgetdestones or control points and
deadlines; and

- outline elements of the reporting strategy fordhdit.

405.14.3 For each audit project included in the outlimeiaplan, the following items should be
highlighted:

- matters of potential significance;

- Audit objectives and criteria;

- hypotheses or potential findings, based on thetatslipreliminary assessment;
- nature, extent and timing of testing required;

- nature and source of audit evidence required tovearat the auditor’'s final
assessment; and

- human and other resources needed to conduct theatexeand reporting phases.
405.14.4 The performance audit process emphasizes thetoegevelop and approve an outline

audit plan before determining the specific audagrammes applicable to the audit objectives in
the outline plan.
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405.14.5
tentative conclusions.

It should be noted that the outline audit plamtaining audit objectives is based on
The carrying out of appiedpr tests and the collection of additional

evidence during the execution phase may promptfications to the audit plan and objectives. It
is the responsibility of the Audit Principal andofect Team Leaders to judge the need for
revisions to the audit plan. Professional judgeneenital throughout the entire audit process.

THE AUDIT PROCESS: PLANNING FIGURE 405
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406  AUDIT EXECUTION
406.1 INTRODUCTION

406.1.1 The execution phase of the audit (see Figur¢ #0dlesigned to conduct tests and collect
sufficient, reliable evidence to report on the mattidentified in the planning phase as having
potential significance. The purpose, nature andréof audit evidence required during this phase
depends upon the audit objective(s) specified éndiitline audit plan. Such evidence is collected
by systems testing — conducting tests and evalyatontrols. These procedures provide an
assessment of the accuracy of information, religtof the systems and controls and the quality of
outputs produced by the systems.

406.1.2 Matters of potential significance are determiimethe planning phase to serve as a basis
for examination. Throughout the execution phas¢hefaudit, each audit objective is tested by
collecting and evaluating evidence. As a reshé#,dudit objective is confirmed or refuted.

406.1.3 The execution phase of the audit involves:

- preparing a detailed audit plan

- selecting or preparing detailed audit programmes;

- systems testing — conducting tests and evaluatngals;
- determining causes and effects;

- developing audit findings; and

- developing conclusions and recommendations.

406.1.4 If the preliminary assessment indicates thaemss controls exist and are operating
satisfactorily, they are tested for compliance.isTihvolves gathering evidence of an appropriate
quality and quantity to determine whether contansl related procedures are adequate to satisfy
stated audit criteria.

406.1.5 If essential controls appear unsatisfactorydewce is gathered to substantiate or refute
this.

406.1.6 The eventual output of the execution phase ®@fatidit is an assessment of the quality of
financial administration and resource managementthie audited organization and, where
applicable, of the financial statements supportgdappropriate and sufficient evidence. The
auditor’'s final assessment must be supported bgleaece that will withstand any subsequent
challenge by management of the audited organization

406.2 EVIDENCE

406.2.1 Audit evidence for attest audits consists off#é information which assists the auditor
in forming an opinion on the fairness, accuracy aathpleteness of the audited organization’s
financial statements and accounts and its commianth appropriate legislative requirements.
406.2.2 In the performance audit, evidence includesrmfdion which helps the auditor to form
an opinion or draw conclusions about:
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- financial systems;

- reporting;

- attest and authority;

- management systems and controls; and
- EDP systems and controls.

406.2.3 Evidence must be assessed in terms of its mteveo the specific objectives it serves
and the degree of its conclusiveness. Frequetitly,auditor must rely on evidence that is
persuasive rather than conclusive. However, thgrege of persuasiveness should be high;
particularly in sensitive or controversial areas.

406.2.4 The degree of persuasion is influenced by thekiéty of the source of the evidence.
This is particularly so in performance auditing wéhéhe auditor may encounter evidence that is
less definitive (‘soft’) in comparison to the tymé evidence which is normally acceptable in
financial statement auditing.

406.2.5 During an audit, the question will arise as toether additional evidence (qualitative or
guantitative) should be collected to provide assteathat an audit conclusion is valid. As
conclusions are based on a range of collectedn#bon, it should be possible to advance the
conclusions with the confidence that they will vgitdind critical examination by others. This

cost/benefit decision should be taken by the Audrtincipal in accordance with professional

judgement. The exercise of the auditor's judgemeitit also be influenced by the need for

timeliness in meeting audit management controlfgsand reporting deadlines.

406.2.6 In the collection of evidence, certain assumpgiare made and a detailed examination is
carried out. Results are compared to generallgm@ed criteria derived from an authoritative
source and this comparison leads to audit findimgsulting in audit conclusions and
recommendations:

a. Criteria for evidence

Evidence must be of appropriate quality and quantit

1. Appropriate in relation to quality refers to thatability of the evidence for
the purpose of supporting an opinion or conclusibmust be:

a. pertinent, relevant to the subject and to tbenent or
period of time encompassed by the audit;

b. trustworthy and of a sound and consisteatityy and
C. objective and able to be confirmed petedently.
2. Appropriate in relation to quantity refers toetlpresence of enough

information to lead a reasonable person to agréetive audit conclusions.
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b. Techniques for gather evidence

The major techniques for gathering evidence aréysisainterviews, replication, physical

observation, documentation and confirmation. Ewidegained from different sources and
through different techniques, where consistent,allguresults in a higher degree of
conclusiveness.

C. Analysis

Analysis involves the examination of something @adesolution into simpler elements so
that its essence or structure is more easily utatets The analytic process often compares
figures, trends, ratios, processes, proceduressammh. Judgement and competence are
essential elements in the analysis.

d. Interviews/inquiry

In many areas of the performance audit, mattershaite to be discussed because they are
less amenable to the questionnaire/checklist tgcieni Information obtained by interview,
and deemed significant by the auditor should beun@nted. As far as possible, that
information should be communicated to and agreel the person interviewed.

e. Replication

An example of replication in accounting is the taglie of checking totals or extensions.
In other areas, replication is accomplished byitgsa system and its elements. This
confirms or denies that the system, or some camestitpart, works as claimed. This is
achieved by actually walking through, or repeatihg, operational steps.

f. Physical observation/inspection

This technique has been used, traditionally, t@iobdirect evidence that a physical asset
exists. Evidence for other areas can also be ateleby direct observation and the

inspection of people, things or events that liehimitthe audit scope. It provides valuable
evidence at a given point in time; however, bylitdecannot be used to deliver some

judgement that refers to matters over a periothue.t

g. Inspection of documentation

Written material such as correspondence, memoraegayts, etc., is a major source of
audit evidence.

h. Confirmation
Confirmation is a method of gathering evidence diyefrom independent ‘third parties’

and is used widely in verifying that an asset ability exists. Often additional evidence
(for example, physical observation) is obtainedupport the external evidence.
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406.2.7 The validity and acceptability of evidence fardd purposes is so dependent on the
circumstances under which it is obtained that agyegalizations about the reliability of various

types of evidence are subject to exceptions. Hewsdhe following are guidelines concerning the
validity of evidence:

- evidence obtained from physical examination, olet@ym, computation or
analytical review is better evidence than informatbbtained indirectly;

- the better the system of internal control, the tgre& the assurance that can be
placed on reliability of outputs;

- documentary evidence is more reliable than oralenge;
- original documents are more reliable than copies;

- statements made by officials of the audited orgdiom during interviews are more
reliable when confirmed in writing;

- information obtained from informed and independexternal sources is preferable
to that obtained from the audited organization; and

- increased assurance is gained when evidence isbooated by more than one
source.

406.2.8 Although evidence is of particular importancethe execution phase of the audit, the
need for appropriate evidence of all kinds musgkdyat during all phases of the audit.

406.3 PREPARING A DETAILED AUDIT PLAN

406.3.1 The first step in the execution phase is th@amation of a detailed audit plan. The plan
outlines, by project, the assignments to be unklentdor each audit objective as approved in the
outline audit plan. Each project is planned to dran tests and gather audit evidence to
accomplish specific audit objectives.

e Audit programmes

406.3.2 An audit programme specifics the steps to béopeaed during the field work portion of
an audit in order to determine whether the aud#iia are being met.

406.3.3 Audit programmes may be either standard or spgcidlsigned. A standard audit
programme is one which has been prepared for thé aticommonly encountered functions,
control systems or operations. Audit guides anseful source of standard programmes.

406.3.4 A specially designed audit programme is one Wwiias been developed to fit specific

circumstances. These audit programmes may be deitiled, providing a broad plan for the
conduct of an audit by specifying each verificatgiep to be performed during the field work.
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Alternatively, they may be abbreviated, outlininglyothe more critical steps in the verification
process, thus relying more heavily on the expegariche audit team.

406.3.5 Considerable care must be taken in preparing wsitlg audit programmes if audit
objectives are to be met and appropriate evidenteebe obtained.

PROJECT TEAM LEADERS REVIEW AUDIT PROGRAMMES

406.3.6 In preparing and using audit programmes, the A&dihcipal and the Project Team
Leader should always relate the cost of collecémiglence to its value in helping to achieve the
audit objectives under examination.

AUDIT PRINCIPAL APPROVES DETAILED AUDIT PLAN
AND MODIFICATIONS TO IT WHEN NECESSARY

* Detailed audit plan

406.3.7 As work progresses, the detailed audit plan shba updated. If the audit criteria are
found to be inappropriate, or findings are not as8cgated, it may be necessary to modify the
detailed audit plan. Prompt modification is essgnt

406.3.8 The detailed audit plan must be approved byAthait Principal in charge of the audit.
The Audit Principal is also responsible for co-oating audit effort among various projects and
for ensuring that each Project Team Leader is plppgormed of audit priorities and changes to
reporting strategy that evolve during the execugibase.

AUDIT PRINCIPAL ENSURES THAT APPROPRIATE TESTS ARE CONDUCTED
406.4 CONDUCTING SYSTEMS TESTS
406.4.1 The audit programmes set out the assignmentdemtsl to be performed. In general,
testing refers to applying a given auditing progedo some items within a group. The purpose of
systems testing is to gather appropriate auditezmd on the effective functioning or lack of
effective functioning of key systems and contraentified by the auditor in the survey stage.
This type of testing gives the auditor the necessbrgree of assurance appropriate in the
circumstances, with knowledge that findings, cosidas and opinions on financial statements
must be unassailable under close Legislative soruti
406.4.2 Methods of testing will vary, depending on:

- the particular operation or area of activity;

- the purpose of the test — to confirm the reliapibf the control or to examine an
unsatisfactory situation;
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- the type of evidence available. Whenever testingampling takes place, a rational
basis should exist for selecting those matterstems subject to such tests or
sampling procedures.

406.4.3 It is important for the auditor to consider thddaling:
- the need for adequate coverage (that is, an apatelyrdefined population);

- a clear definition of what constitutes non-adheeciaccriteria;

- the applicability of a sampling approach, whethatlgemental or statistical, to
ensure that the sample selected is representdttiie entire population; and

- the need to ensure that sample sizes are suffimgregrmit reasonable conclusions.
» Statistical sampling

406.4.4 This is a method whereby a portion of a whobergifically selected using mathematical

techniques based on probability theory so as toepeesentative of the whole, is subjected to
examination in order to determine the nature (eéxteize, quality) of some pre-selected

characteristic of the whole.

406.4.5 Statistical sampling, when applicable, adds iprec to the process for selecting the
sample and to the process of evaluating the resiiltests conducted with the sample. Sample
sizes generally depend on materiality or precisibe,nature and reliability of the data, the degree
of confidence or assurance desired and the dedneenecompliance with the criteria considered
to be acceptable.

406.4.6 When statistical sampling is used, the use op@r techniques for determining the size
and composition of the sample increases the prbtyabf drawing a valid conclusion on the
whole population based on an examination of ondysample.

406.5 DETERMINING CAUSES AND EFFECTS

PROJECT TEAM LEADERS AND MEMBERS
IDENTIFY CAUSE AND EFFECT RELATIONSHIPS

406.5.1 An important aspect of the systems based appraaatditing is an analysis of cause and
effect. Such analysis examines the reasons fortlaadsignificance of non-adherence to audit
criteria.

406.5.2 This step of the execution phase involves:

- examining all the facts or other relevant inforroati
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406.5.3

defining the problem as opposed to citing symptoams] collecting information
wherever possible on the cause of deficiencies;

critically evaluating the appropriateness of thalerce to substantiate the auditors
findings; and

collecting additional evidence on the effects offiglencies to illustrate the
significance of the matter to be reported.

In carrying out this step, the auditor should cdesthat:

cause and effect are interrelated and the knowletigee assists the understanding
of the other; for example, knowledge of the systenmanaging human resources
helps in understanding the use of manpower effagien

the analysis of information is problem-solving otied and requires an ability to
make logical judgements from data collected durbmh the planning and
execution phases;

any adverse effects of the control weaknesses diogutjuantified where practical;

the cause or effect may be an isolated occurrengar of a pattern indicating a
potential breakdown of the system;

causes may be external to the system or orgamzatibject to audit, for example,
the impact of directives from central agencies dffthe operations of many
Ministries and Departments;

effects also may extend beyond the system or arzgion subject to audit.

406.5.4 Determining the cause and effect of non-adheramceteria requires:

a good knowledge of the environment in which thetesy operates;

an understanding of how various systems in therenmient operate and interact
with the system under examination;

detailed analyses backed by appropriate evidemce; a

sound professional judgement.

406.5.5 To the extent possible, the cause and effect oalstiip must be clear enough for the
auditor to make meaningful and practical recommgods.
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406.5.6 It is the responsibility of the Audit Principahd the Project Team Leader to ensure that
the cause and effect analyses and the evidenceosungpthe findings are discussed with
appropriate levels of management in the audit orgdion.

PROJECT TEAM LEADER PREPARES A POINT-FORM REPORT
THE AUDIT PRINCIPAL REVIEWS THE REPORT
THE AUDIT ADVISORY COMMITTEE MAY REVIEW THE REPORT

406.5.7 The Audit Principal reviews the point-form repoduring the execution phase, to
evaluate the progress of each audit project underuwt the discretion and direction of the Audit
Principal, the Audit Advisory Committee may reviéwe report.

406.5.8 The point-form report indicates the content, thecttre of the analysis developed and
the findings and conclusions substantiated in théitavorking papers, it provides the Audit
Principal with an opportunity to reassess the $iicamce of the underlying issues and determine
whether the quality of evidence on cause and effeeddequate. This may involve a review of
other related audit projects, particularly when tiaise appears to extend beyond the system
examined by the Project Team Leader.

AUDIT PRINCIPAL ENSURES MANAGEMENT'S RESPONSES ARE REVIEW ED

406.5.9 When the auditor attends departmental meetiagdidcuss the point-form report and
findings with management, the Audit Principal mégiad and act in an advisory capacity.

406.6 DEVELOPING CONCLUSIONS AND RECOMMENDATIONS

406.6.1 Before drawing conclusions and drafting recomdad¢ions, an understanding of the
cause and effect of inadequate controls or proesdisrnecessary. In this step, detailed findings
and analysis are translated into conclusions. Rewendations are then prepared as guides for
action. The purpose of audit recommendations istate what improvements are needed rather
than indicate specifically how to achieve them.

406.6.2 The formulation of recommendations involves consitien of:

- the state of the art;

- the circumstances which influence the cause, tbatfactors which restrict
adherence to criteria as well as factors which mteradherence;

- alternative courses for remedial action;
- effects, both positive and negative, which may earif the auditors’
recommendations are implemented,;

- whether it is possible to implement a proposedmenendation; and

- the cost of implementing the course of action satgge
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406.6.3 An audit of a ministry, department or statutory hauity should result in
recommendations which will be of benefit to theitgnas a whole and not in recommendations
which benefit one function of the entity at the empe of others.

406.6.4 If it is not practicable to recommend specifiorrective action, a more general
recommendation or suggested approach to solvingriterlying problem is appropriate. In some
instances, the major contribution lies in providangseful analysis of findings.

THE AUDIT ADVISORY COMMITTEE REVIEWS
THE FINDINGS, CONCLUSIONS AND REOMMENDATIONS

406.6.5 The Audit Advisory Committee is responsible for emsg that all recommendations
suggested by the Audit Principal and the ProjednTd.eaders are well researched, plausible,
cost-effective and consistent with recommendatioage by this office in similar situations either
in the past or elsewhere in Government.

406.7 COMPLETING AND REVIEWING AUDIT FILES
406.7.1 Working papers are confidential documents belonginttis office.

406.7.2 In order to substantiate reported findings, @wsions and recommendations, working
paper files should contain:

- the audit programmes and the nature and exteheaf/brk done in carrying out the
audit;

- evidence of supervisory review work done, includprgof of completion at each
management control and check point specified ksydffice;

- appropriate documentation of the audited orgarunatipolicies, systems, controls,
related procedures, etc., subjected to audit; and

- evidence of post-audit quality review, where ons haen done, of the conduct of
the audit and the quality of the reports issued.

PROJECT TEAM LEADERS ENSURE THAT WORKING PAPER FILE S ARE COMPLETE AND
DRAWS ANY PROBLEM TO THE ATTENTION OF THE AUDIT PRI NCIPAL.
THE AUDIT PRINCPAL ENSURES THAT OUTSTANDING MATTERS ARE RESOLVED.

406.7.3 The Project Team Leaders ensure that workingmpéifes are complete. Since file
review is an important quality factor, the AuditifRipal must review selected files and must
ensure that all files have received an appropriaeew. The execution phase of the project ends
when the Audit Principal authorizes the Projectiidaeader to write drafts of the detailed project
reports.
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THE AUDIT PROCESS: EXECUTION FIGURE 406

FROM FIGURE: (405)
(THE AUDIT PROCESS: PLANNING)
PREPARING AUDIT *

PROGRAMMES *** *
*
CONDUCTING PREPARING DETAILED AUDIT PLAN
AUDIT *
EVIDENCE *

*

CONDUCTING SYSTEMS TESTS

*

* -NO - DETERMING
* wxxkkk - CAUSES AND
KEY SYSTEMS AND CONTROLS SATISFACTORY -YES - FEECTS
____________________________ *
* *
* FhFTIIIIK

DEVELOPING AUDIT FINDINGS
*

*
*
PREPARING POINT FORM REPORTS
*
*

*

* *

* *

DEVELOPING CONCLUSIONS APPROVING CONCLUSIONS
AND AND
RECOMMENDATIONS RECOMMENDATIONS
* *

* *

*
*

*

COMPLETING AND REVIEWING AUDIT FILES
*

*

*

(TO FIGURE: 408)
(THE AUDIT PROCESS: REPORTIN!

407 AUDIT CRITERIA
407.1 INTRODUCTION

407.1.1 The assessment of audit activities againsthigliaudit criteria is a basic element of
performance auditing. This section defines andyssty major sources of criteria.

407.1.2 Criteria are reasonable standards against whighagement and financial control and
reporting systems can be assessed by this offioebe most effective, criteria should be generally
accepted by all parties concerned with an audg;dffice, the audited entity and the legislatwe t
whom our reports are transmitted.
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407.1.3 Criteria used in audits should be applicable eledrly stated. They should be few in
number and expressed in a way which is non-techsdcas to facilitate communication.

407.1.4 Where the client has established management eritehich this office considers
adequate, this office will audit against them. ahéh criteria exist but are judged inadequate,
improvements are suggested. Where criteria doerist, as they often do not, this office will
develop them to meet relevant circumstances byyagppprofessional judgement and knowledge.
Criteria for more specialized programmes may havieet developed by consulting acknowledged
texts on the subject while exercising professigmadiement.
407.2 SOURCES OF CRITERIA
407.2.1 Important sources of audit criteria include:

- enabling and related legislation;

- departmental operating and procedures manuals;

- central agency standards or guidelines;

- the annual reports and audit guides of the Offfala® Auditor General of Canada,;

- other organizations carrying out similar activiti@sd having similar programme
clients; and

- professional organizations and standard settingesod
408 AUDIT REPORTING
408.1 INTRODUCTION
408.1.1 Reporting is the final phase in the audit predsge Figure 404:4). It includes discussing
reports with senior management of the audited orgéons and reporting to the legislature. This
section focuses on describing this office’s firaliew and approval processes.
408.1.2 The processes described in the audit planniagetSection 405) and the audit execution

phase (Section 406) are applicable to all typesudits. The audit reporting phase is described in
this section.
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FIGURE 408
THE AUDIT PROCESS: REPORTING
(FROM FIGURE: 406)
(THE AUDIT PROCESS: EXECUTION) oo,
*
*
*
SENIOR MANAGEMENT OF THE AUDIT ORGANIZATION
*
*
* .
OBTAINING AND INCORPORATING SENIOR MANAEMENT'S REVIEW
RESPONSES TO SUMMARY REPORT RECOMMENDATIONS BY AUDIT
* ADVISORY
* COMMITTEE
*
FINALIZING ANNUAL/SPECIAL REPORT SECTIOSI
AND OBTAINING OFFICE APPROVAL
*
*
X

AUDIT PRINCIPAL MAKES ARRANGEMENTS FOR COMMUNICATIN G AUDIT
RESULTS TO SENIOR MANAGEMENT OF THE AUDITED ORGANIZ ATION

408.2 DETAILED AND SUMMARY REPORTS

408.2.1 Detailed reports are drafted and used as a basgifical review by the Audit Advisory
Committee before communicating to senior managewietite audited organization. The purpose
of communicating to senior management is to prowg¢ailed information on this office’s
findings, conclusions, recommendations and audihiops, where applicable. These reports,
sometimes referred to as management letters, ftvenbiasis of selecting those matters of
significance or of a nature which should be broughhe attention of the Legislature as part of the
summary report or section. Consideration shouldiben to improved reporting methods such as
group presentations.

408.2.2 Where responses to reports are sought, the Auttipal is responsible for reviewing
and considering their impact on the summary secgport.

408.2.3 Because management response is so important, dddopea and thought must be given
to this stage of the audit. It is preferable tthet Audit Principal obtain senior management’s
written responses to recommendations made.
408.2.4 In preparing reports, particular attention showdphid to:

- reporting only matters of significance;

- refraining from technical terminology other thanatiks normal to the client;

- providing sufficient description of the particulaspect of the management system
examined,
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- stating audit findings in a manner which is concidear, complete, fair, accurate,
objective and timely;

- providing potential savings where applicable;

- determining the amount of information which shobé&lincluded in the report with
respect to the effect of deficiencies noted; and

- providing a conclusion to relate overall opinioatir mandate.

408.2.5 In preparing for the review of findings, condtuss and recommendations with senior
management of the audited organization, the Auditcipal and Project Team Leaders should
ensure that:

- facts are clearly distinguished from opinions;
- findings are presented logically;
- sources of evidence collected to support the fgglere identified; and

- differences of opinion between the auditor and @emanagement of the audited
organization are recognized.

408.2.6 It is essential to maintain accurate notes lbimaetings with senior management of the
audited organization. If new information is brotigh the auditor’s attention during discussion
with managers at this stage of the audit, consiterahould be given to the need for conducting
further tests and gathering more evidence.

408.2.7 The summary report forms the basis of a sedbopossible inclusion in a special report
or the annual report.

408.2.8 The Audit Principal is responsible for ensuritigat the review comments on the
summary report are incorporated and that the susnmegport is finalized and submitted for
possible inclusion in a special report or the ahnegort of the Director of Audit.

408.2.9 The Director of Audit provides a final review ofaasection prepared for inclusion in a
special or the annual report. This review ensthasthe standards of this office for reporting are
satisfactorily met and provides a further check ttenclusions and recommendations are clearly
set out and adequately supported.
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AUDIT PRINCIPAL INCORPORATES
DIRECTOR OF AUDIT’S SUGGESTIONS IN THE REPORT

408.3 REPORT TO THE LEGISLATURE

408.3.1 The report to the Legislature is a crucial phasthefaudit. The Director of Audit’s role
and influence are related directly to this office&pacity to report publicly. Findings, concluson
recommendations and audit opinions, where appkcabdte read by Legislators, as well as
government officials, the press and the publicaegeé. Whereas the performance audit report to
the management of the audited entity (manageméer)l@rovides detailed information on this
office’s findings, conclusions and recommendatidhs,report to the legislature provides only the
information which this office considers to be sfgrant to legislators.

408.3.2 The Director of Audit’s special and annual rép@rovide support to the accountability

of government to the legislature. It must strikeadance between what to report and how much to
report, giving at the same time consideration ewviewpoint of management.
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APPENDIX A

EXTRACTS FROM THE SAINT LUCIA CONSTITUTION ORDER NO . 12 OF 1978

Audit of public

accounts, etc. 84(1)

)

®3)

(4)

(®)

(6)

()

Director of
Audit 90(2)

There shall be a Director of Audit whose a#fshall be a public office.
The Director of Audit shall —

[a] satisfy himself that all moneys that have baepropriated by Parliament
and disbursed have been applied to the purposesithh they were so
appropriated and that the expenditure conformshe authority that
governs it; and

[b] at least once in every year audit and reporthenpublic accounts of Saint
Lucia, the accounts of all officers and authoritidgshe Government, the
accounts of all courts of law in Saint Lucia (irdilag any accounts of the
Supreme Court maintained in Saint Lucia.) The ant® of every
Commission established by this Constitution and #iteounts of the
Parliamentary Commissioner, the Clerk of the Seaatkéthe Clerk of the
House.

The Director of Audit and any officer authorized biyn shall have access to all
books, records, returns, reports, and other doctgwamich in his opinion relate to
any of the accounts referred to in sub-sectioro{2his section.

The Director of Audit shall submit every report reaay him in pursuance of sub-

section (2) of this section to the Minister for tivae being responsible for finance

who shall, not later than seven days after the Eldiust meets after he has received
the report, lay it before the House.

If the Minister fails to lay a report before the k$® in accordance with the
provisions of sub-section (4) of this section thieeBtor of Audit shall transmit
copies of that report to the Speaker who shalsaam as practicable, present them
to the House.

The Director of Audit shall exercise such otherdtions in relation to the accounts
of the Government or the accounts of other autlesritr bodies established by law
for public purposes as may be prescribed by or wradgy law enacted by
Parliament.

In the exercise of his functions under sub-secti®)s (3), (4), and (5) of this

section, the Director of Audit shall not be subjerthe direction or control of any
other person or authority.

The Director of Audit shall be appointed bg Governor General acting
in accordance with the advice of the Public Ser@oenmission.
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)

®3)

(4)

(5)

(6)

(7)

(8)

(9)

If the Office of the Director of Audit is vacant drthe holder of that office is for
any reason unable to exercise the functions ofbfiise, the Governor General,
acting in accordance with the advice of the Pull&rvice Commission, may
appoint a person to act as Director.

Before tendering advice for the purposes of suliesed?2) of this section, the
Public Service Commission shall consult the Primigister.

A person appointed to act in the Office of the Blioe of Audit shall, subject to the
provisions of sub-sections (5), (7), (8), and (Blhis section; cease so to act:-

[a] when a person is appointed to hold that offamed has assumed the
functions thereof, or as the case may be, whepéehson in whose place he
is acting resumes the functions of that office; or

[b] at such earlier time as may be prescribed bytéhms of his appointment.

Subiject to the provisions of sub-section (7) o théction the Director of Audit
shall vacate his office when he attains the prbedrage.

A person holding the Office of the Director of Audiay be removed from office
only for inability to exercise the functions of higfice (whether arising from

infirmity of body or mind or any other cause) or foisbehaviour and shall not be
so removed except in accordance with the provisbbitisis section.

The Director of Audit shall be removed from offibg the Governor General if the
guestion of his removal from office has been reféito a tribunal appointed under
sub-section (8) of this section and the tribuna fecommended to the Governor
General that he ought to be removed for inabilityaforesaid or for misbehaviour.

If the Prime Minister or the Chairman of the Pul8iervice Commission represents
to the Governor General that the question of rengthe Director of Audit under
this section ought to be investigated:-

[a] the Governor General shall appoint a tribundlich shall consist of a
Chairman and not less than two other members selday the Chief
Justice from among persons who hold or have hdideoas a judge of a
court having unlimited jurisdiction in civil andiorinal matters in some
part of the Commonwealth or a court having juriidit in appeals from
such a court; and

[b] the tribunal shall enquire into the matter aedort on the facts thereof to
the Governor General and recommend to him whetieiDirector ought
to be removed under this section.

If the question of removing the Director of Audiashbeen referred to a tribunal
under this section, the Governor General, actingcicordance with the advice of
the Public Service Commission, may suspend thecirdrom the exercise of the
functions of his office and any such suspension atany time be revoked by the
Governor General, acting in accordance with suslicacas aforesaid, and shall in
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any case cease to have effect if the tribunal recends to the Governor General
that the Director should not be removed.

(10) The prescribed age for the purposes of sub-se€fipof this section is the age of
fifty-five or such other age as may be prescribgéarliament:

- Provided that any law enacted by Parliament, tetient to which it alters
the prescribed age after a person has been apgpdimtbe or to act as
Director of Audit, shall not have effect in relati¢o that person unless he
consents that it should have effect.

Resignations 122(3) Any person who has been appdi to an office established by sthi
Constitution (other than an office to which subtiet (1) or (2) of this section
applies) or any office of Minister established untlés Constitution may resign
that office by writing under his hand addressethtoperson or authority by whom
he was appointed and the resignation shall takectffand the office shall
accordingly become vacant:-

[a] at such time or on such date (if any) as magpezified in writing; or

[b] when the writing is received by the person atharity to whom it is
addressed or by such other person as may be agtord receive it,
whichever is the later:
- Provided that the resignation may be withdrawn teefio takes

effect if the person or authority to whom the resiton is
addressed consents to its withdrawal.
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APPENDIX B

AUDIT ACT

No. 26 of 1988
ARRANGEMENT OF SECTIONS

Section

Short Title.

Interpretation.

Appointment.

Salary.

Duties.

Reporting.

Submission of Report.

Special Reports.
Misappropriation.

10 Request by the Government.

11 Direction by Parliament.

12 Advisory Powers.

13 Access to Information.

14 Premises and Equipment.

15 Security and Secrecy.

16 Other Auditor.

17 Direct access to Statutory Bodies.
18 Estimates.

19 Director of Audit may authorize Deputy or other gms to sign Opinion or Report on his behalf.

O©CoO~NOUITA,WNPEF
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AUDIT ACT
| ASSENT
STANISLAUS JAMES,
Acting Governor-General
10" January, 1989.
SAINT LUCIA

No. 26 of 1988

AN ACT to revise and consolidate, the Law relating toGlffice of the Director of Audit of Saint Lucia
and to provide for matters related or incidental¢ho.

[14" January, 1989]

Short title BE IT ENACTED by the Queen’s Most Excellent Majesty, by and wlith advice
and consent of the House of Assembly and the Serig®aint Lucia, and by the
authority of the same, as follows:

1. This Act may be cited as the Audit Act, 1988.

Interpretation 2. In this Act:

‘Constitution’ means the Saint Lucia ConstitatiOrder, 1978;

‘Director of Audit’ means the Director of Audit &aint Lucia appointed pursuant
to Section 90 of the Constitution;

‘Government Company’ means:
i. Companies under the control and supervision of Gowent;
ii. Companies in which Government holds stock, sharésids; or

iii. Companies or institutions in which Government hafinancial
interest;

‘Minister’ means the Minister responsible for Fican
‘Public Body’ means the Government, a Governmenhistiy, the Governor-
General, the Parliament of Saint Lucia, and anggeappointed by the Parliament
of Saint Lucia under the Constitution;
‘Public Monies’ means:

i. All revenue or monies raised or received for theppaes of the

Government;
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Appointment

Salary

Duties

No. 3 of 1997

Reporting

ii. Any other monies or funds held, whether temporarilptherwise,
by any public officer in his official capacity eghalone or jointly
with any other person whether or not that othesqelis a public
officer;

‘Public Officer’ means a person holding or actingany public office;

‘Statutory Body’ means any Corporation, Company, aBlp Commission,
Authority or other Body established by or under At to provide goods or
services to the public and which meets one or rabtiee following conditions:

i. all or part of its appropriations for operating jposes are provided
under that heading in the budgetary estimates dalie the
Parliament;

ii. the Cabinet or a Minister appoints at least halit®imembers or
directors;

iii. at least half of its operating expenses are boirectty by the
Consolidated Fund or by other funds administeredabgublic
body, or by both at the same time.

3.-(1) The Director of Audit shall be appointed pursiug Section 90 of the Constitution.

(2) The Director of Audit shall perform histas on a full time basis and shall not,
while he holds that office, hold any other offideeanolument.

(3) In the exercise of his functions untles Act, the Director of Audit shall not be
under the control or direction of any other perspauthority.

4, The salary and allowances paid to the holder of0ffice of the Director of Audit
shall be determined and administered as preschip&gction 82 of the Constitution.

5.{1) The Director of Audit is the Auditor dahe Public Accounts of Saint Lucia,
and as such shall make such examinations and &gjag he considers necessary to enable
him to report as required by this Act.

(2) The Public Accounts of Saint Lucia incluttee Accounts of Public Bodies,
Statutory Bodies and Government Companies.

(3) The Director of Audit shall examine the sddinancial statements required by
Sub-Section (1) of Section 16 of the Finance A&97Lto be included in the Public
Accounts and any other statement that the Ministey present for audit and shall express
his opinion as to whether they present fairly infation in accordance with stated
accounting policies of the Government and on asbemnsistent with that of the preceding
year together with any reservations he may have.

6.{1) The Director of Audit shall submit a report@hst once a year to the Minister for
transmission to the House of Assembly on:

i The work of his office; and
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ii. On whether, in carrying on the work of his officethe discharge of his
duties, he received all the information, reportad aexplanations he
required.

Each Report of the Director of Audit un@®ub-Section (1) shall call attention to

anything that he considers to be of significanat @fra nature that should be brought to the
attention of the House of Assembly, including aages which he has observed that:

Submission of
Report

Special Reports

i. accounts have not been faithfully and properly n@aed or Public
Monies have not been fully accounted for or paiiese so required by
Law, into the Consolidated Fund;

ii. essential records have not been maintained orules and procedures
applied have been insufficient to safeguard androbpublic property to
secure an effective check on the assessment, wofleand proper
allocation of the revenue and to ensure that expeedhave been made
only as authorized;

iii. money has been expended without due regard to ego(the acquisition,
at the lowest cost and at the appropriate timehwhan and material
resources in appropriate quantity and quality)fficiency (the conversion,
in the best ratio, of resources into goods andsesy; or

iv. satisfactory procedures have not been establishewasure and report on
the effectiveness of programme (the achievemenhedest degree, of the
objectives or other intended effects of a prograneneorganization or any
activity), where such procedures could approprjatetd reasonably be
implemented.

7-(1) An Annual Report on the Public Acotal by the Director of Audit
to the House of Assembly shall be submitted toNdirster within a period of six
months after the close of each financial year d&edMinister shall lay each such
Report forthwith before the House of Assembly afemeipt thereof by him or, if
the House of Assembly is not sitting, on the fitay next thereafter that the House
of Assembly is sitting.

(2) If the Minister fails to lay a report fbee the House of Assembly in
accordance with provisions of sub-section (1),Rirector of Audit shall transmit
copies of that Report to the Speaker who shalipas as practicable, present them
to the House of Assembly.

(3) The Minister may by direction imriting addressed to the Director
of Audit extend the period within which such Repahall be transmitted, and any
direction so given shall be laid before the HouseAssembly forthwith after
transmittal to the Director of Audit or, if the Heei of Assembly is not sitting, on
the first day next thereafter that the House ofeddsly is sitting.

8(1) The Director of Audit may, at any timejpsnit a Special Report to the

Minister on any matter of importance or urgency,tirahis opinion, should not be
deferred until the presentation of his Annual Repor
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Misappropriation

Request by the
Minister

Direction of
Parliament

Advisory Powers

Access to

Information

Premises and

Equipment

Security and
Secrecy

(2) The Minister shall lay each such Refmfiore the House of Assembly
forthwith after receipt thereof by him.

3) If the Minister fails to lay a Reporefore the House of Assembly in
accordance with the provision of Sub-Section (2 Director of Audit shall
transmit copies to the Speaker who shall, as ssqgoracticable, present them to
the House of Assembly.

9. Whenever it appears to the Director of Audit thay Public Money or
other public property has been misappropriatedryy erson, he shall forthwith
report the circumstances of the case to the Diredft®ublic Prosecutions and the
Director of Finance.

10  The Director of Audit may, if in his opinion duan assignment does not
interfere with his primary responsibilities, wheereithe Minister or such officer
authorized by him so requests, inquire into an@ntepn any matter relating to the
financial affairs of Saint Lucia or to the publimperty or to inquire into and report
on any person or organization that has receivedfraid the Government or in
respect of which aid from the Government is sought.

11 The Director of Audit shall exercise such otherdtions in relation to the

to the accounts of the Government or the accountther Bodies, Government
Companies or organizations established by Law fdslip purposes as may be
prescribed by or under any Law enacted by Parliamen

12 The Director of Audit may advise appropiatfficers and employees
in the public service of matters discovered in diaminations and, in particular,
may draw any such matter to the attention of offi@nd employees engaged in the
conduct of the business of the Ministry of Finance.

13 The officers, employees, directors, exaeutbfficers and any other
persons associated with any Public Body, StatuBaryy or Government company
shall allow the Director of Audit upon request,hiave free access to and make
copies of all registers, reports, documents or mlatehichever form, relevant to the
work of the Director of Audit under the Law anddigh him or a representative
designated by him in writing, with any relevantdamrhation or explanation which
he may require. This section shall prevail over subsequent general Law or Act
to the contrary, unless that Law or Act expresstates that it applies
notwithstanding this section.

14. In order to carry out his duties more effedy, the Director of Audit
may station in the premises occupied by any PuBbcly, Statutory Body or
Government company any person employed in or byoffise and the Public
Body, Statutory Body or Government company shadlvjole the necessary office
accommodation for any person so stationed.

15 The Director of Audit shall require every parsemployed in his office
who is to carry out an audit of a Public Body, Gtaty Body or Government
company pursuant to this Act to comply with anywség requirements applicable
to, or any oath of secrecy required to be takepdrgons employed in that body,
authority or organization.
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Other Auditor

Direct access to
Statutory Body

Estimates

16.-(1) Notwithstanding sub-section (1) of smwt5, the Director of Audit
shall not be required to audit the books and adsoof a Statutory Body or
Government company for which another Auditor is@pfed in accordance with
the provisions of its constituting Act or of the tAbat governs its operations and
may, in order to fulfill his responsibilities asetiuditor of the accounts of Saint
Lucia, rely on the Report of the duly appointed Aoidof the Body or company.

(2) Auditor of the books and accounts oftat@ory Body or Government
company, other than the Director of Audit, mustvie to the latter, with
dispatch, a copy of:

i. the Annual Financial Statements of the Body or camyp
ii. his report on these statements; and

iii. any other report he makes to the Board of Directbies executive
or the management of the Body or company, as the oay be,
on his finding and recommendations.

(3) The Auditor mentioned in sub-sectionsdtd (2) shall make available to
the Director of Audit, on request, the working papeand other reports and
documents in respect of his audit as well as ahgrdhformation and explanation
which the Director of Audit may require in respetthat audit and its results.

(4)  When the Director of Audit is of the pjmn that the information,
explanations, documents, and reports provided byAlditor mentioned in sub-
sections (1) and (2) are insufficient or that addal audit work should be carried
out, he may conduct or cause to be conducted sultiticmal audit or
investigation as he considers necessary of thesbaotounts and operations of the
body or company.

17(1) The Director of Audit may request a Statut@gdy or Govern-
ment company to obtain and furnish hon such information and
explanations from its present or forméredors, officers, employees,
agents and auditors or those of any tsf subsidiaries as are, in his
opinion, necessary to enable him to fulfilis responsibilities as the
Auditor of the Accounts of Saint Lucia.

(2) If, in the opinion of the Director ofudit, a Statutory Body or
Government company, in response to a request madkr sub-section (1) fails to
provide any or sufficient information or explanaisp he may so advise the
Minister, who shall thereupon direct the officefste Body or company to furnish
the Director of Audit with such information and émpations and to give him
access to those records, documents, books, accauditgouchers of the Body or
company or any or its subsidiaries access to wisian the opinion of the Director
of Audit, necessary for him to fulfill his respobgities as the Auditor of the
Accounts of Saint Lucia.

18. The Director of Audit may submit a Special Repmrtthe Minister for
transmission to the House of Assembly in the etleait amounts provided for his
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Director of Audit
may authorize
Deputy or other
persons to sign
Opinion or Report
on his behalf

office in the annual estimates submitted to Padiaimare, in his opinion,
inadequate to enable him to fulfill the respongib# of his office. The Minister
shall lay any such Report before the House of Abberwithin seven days of
receipt thereof by him or, if the House of AssemBIyot sitting, on the first day
next thereafter that the House of Assembly isngjtti

19. The Director of Audit may, in writing, autfime one of his Deputies
or any other member of his senior staff tmsig his behalf any Opinion that he
is required to give and any Report of the Oweof Audit other than the Report
on the Annual Financial Statements and theoRephe submits to the Minister
for onward transmission to the House of Assemably any person so signing an
Opinion or Report shall indicate beneath signature, his position in the office
of the Director of Audit and the fact that he igréhg on behalf of the Director of
Audit.

Passed in the House of Assembly thi¥ @iay of December, 1988.

W. ST. CLAIR-DANIEL
Soeaker

Passed in the Senate thiéhZIay of December, 1988.

CHARMAINE GARDENER
Deputy President
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FINANCE (ADMINISTRATION) ACT

N

o0k w

PP © oW~
nE©®:

12.
13.
14.
15.
16.
17.
18.

SAINT LUCIA

No. 3 of 1997

ARRANGEMENTS OF SECTIONS

PART |
PRELIMINARY
Short Title
Definitions
PART II

CONTROL AND MANAGEMENT OF PUBLIC FINANCE

Powers and duties of the Minister
Powers and duties of Director of Finance
Powers and duties of Accountant General
Accounting officers

PART Il
PUBLIC FUNDS

Payment into the Consolidated Fund
Payment from the Consolidated Fund
Special Funds

Trust Funds.

Contingency Fund

PART IV
ACCOUNTS

Accounting for public monies
Consolidated Fund General Services
Development Programme Account
Departmental accounts

Annual accounts

Special accounts

Laying of accounts
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PART V
AUTHORIZATION OF EXPENDITURE

19. Annual Estimates

20. Appropriation

21. Supplementary appropriation

22. Authorization of expenditure in advance of appration

23. Reallocation
24. Virement
25. Lapse of appropriations and warrants
PART VI
PAYMENTS
26. Authority for payment
27. General warrant
28. Provisional general warrant
29. Advance warrant
30. Imprest warrant
31. Departmental warrant
32. Lapse of warrants
PART VI

BANK ACCOUNTS, INVESTMENTS AND DEPOSITS

33. Bank accounts

34. Investment of monies
35. Deposits

36. Investments

37. Unclaimed deposits

PART VIII
PUBLIC DEBT
38. Borrowing by means of advances
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| ASSENT

W. GEORGE MALLET,
Governor-General.

26" February, 1997.
SAINT LUCIA
No. 3 of 1997
AN ACT to repeal and replace the Finance Act, 1998, Noin2order to make new provisions for the
management of public funds, the appropriation, dvitival and issue of sums therefrom, for the
public accounts and for such matters as are intatlemor connected with the foregoing.

[On Proclamation]

BE IT ENACTED by the Queen’s Most Excellent Majesty, by and wiith advice and consent of
the House of Assembly and the Senate of Saint lamibby the authority of the same as follows:

PART |
PRELIMINARY
Short Title
1. This Act may be cited as the Finance (Administrgtiact, 1997.
Definitions
2. In this Act —

“accountable officer” means a public officer or agnting officer concerned in or
responsible for the collection, receipts, custothgues or payment of public
monies, stores, stamps, investments, securitiasegotiable instruments, whether
the property of the Government or on deposit witkemtrusted to the Government
or to any public officer in his official capacitjtieer alone or jointly with any other
public officer or any other person;

“Accountant General” means the public officer apped to the Office of the Accountant
General and who is the custodian of the Consolil&tend and the Contingency

Fund and performs such duties as are conferredi®ytt or any other enactment;

“accounting officer” means a public officepesified in section 6 who is accountable
for —

@i.) the funds appropriated under any head of expemrdftur Saint Lucia in
any financial year;

(ii.) the collection of any revenue under the revenueldhéawhich that public
officer is designated; and
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(iii.)  the use and custody of any public monies, stamtaves relating to the
service for which such revenue heads are establishe

“Appropriation Act” means any Act which authorizése application of a sum of the
Consolidated Fund to the service of a financiak yeal includes a Supplementary
Appropriation Act;

“collector of revenue” means a public officer respible for the collection, receipt, and
custody of public monies;

“Consolidated Fund” means the Consolidated Furfslairfit Lucia established by section 77
of the Constitution;

“Consolidated Fund General Services Account” metmes General Services Account
established by section 13 of this Act;

“Constitution” means that Constitution of Saint lai@s contained in Schedule | to the
Saint Lucia Constitution Order, 1978;

“Director of Finance” or “Director” means the publfficer duly appointed by the Public
Service Commission to hold the Office of the Dicecbf Finance and who is

directly responsible to the Minster for the admtimison of the Ministry of
Finance;

“development programme account” means the developpregramme account referred to
in section 14 of this Act;

“expenditure vote” means any sum appropriated josanvice or investment authorized by
an Appropriation Act;

First Schedule

“Financial Regulations” means the Financial Regoiet, 1997 contained in the First Schedule to
this Act;

“Financial year” means the twelve months endingttom 3f' day of March in any year or such
other period of twelve months as may be establislydew;

“House” means the House of Assembly;
“Minister” means the Minister of Finance;
“officer” means a person employed in the publitvee of Saint Lucia.

Second Schedule

“Procurement and Stores Regulations” means theuRrnent and Stores Regulations, 1997 as
contained in the Second Schedule to these Regusatio

“Public Accounts Committee” means the select coamitstablished by Standing Order 67 of the
Standing Order of the House of Assembly;
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“public monies” includes

€) all revenues or other monies raised or receivedHierpurpose of the Government;
and

(b) any monies or funds held, whether temporasihyotherwise, by any officer in
his or her official capacity, either alone or jdynvith any other person, whether or
not that person is an officer;

“public officer” means a person holding or actingainy public office;

“public stores” means all chattels of whatsoevdurabeing the property of, in the possession of,
or under the control of, the Government;

“receiver of revenue” means the Accountant Germrahy officer designated by him or her for the
purpose of receiving monies, securities or otherarftial instruments collected by
collectors of revenue;

“statutory body” means any corporation, companyardp commission, authority or other body
established by or under an Act to provide goodseovices to the public and which meets
one or more of the following conditions:

® all or part of its appropriations for operating poses are provided under that
heading in the budgetary estimates tabled in Pagid;

(i) the Cabinet or a Minister appoints at least halfsomembers;

(i) at least half of its operating expenses are boimgetty; by the Consolidated Fund
or by other funds administered by a public bodyhywboth at the same time;

“statutory expenditure” means any expenditure thatequired or authorised to be made by an
enactment;

“Supplementary Appropriation Act” means any Act iherpose of which is the appropriation of
monies in supplementation of the appropriationaglyemade by and Appropriation Act;

“supply vote” means the total sums appropriatedafithe Consolidated Fund for and applied to
any purpose by an Appropriation Act.
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PART II
CONTROL AND MANAGEMENT OF PULBIC FINANCE
Powers and duties of the Minister

3.41) The Minister shall supervise the finances @& @overnment in order to ensure that a full
account is made to the Parliament and for thatqaeshall, subject to this Act, have full respoitigjtfor
the management of the Consolidated Fund.

(2) The Minister shall give such directionsdainstructions as appear to him or her to be
necessary or expedient for the advantage, econachgafety of public monies and public property.

Powers and Duties of Director of Finance
4.-(1) The Director of Finance shall ---

(@) take all proper steps to ensure that any directimakinstructions given pursuant to
section 3 and rules or regulations made undercse8t are brought to the notice
of all persons directly affected thereby and amamced with;

(b) be entitled to inspect all government offices anblig property and shall be given
access at all times thereto and to all availabierination he or she may require
with regard to monies and property in the custddgozountable officers and to all
documents and records in respect thereof;

(©) certify all withdrawals made or authorized from thensolidated Fund; and

(d) carry out such other duties as are conferred ondniher by this Act or by rules or
regulations made thereunder,.

(2) The Director of May delegate in writing all @ny of the powers conferred upon him or her
by paragraph (b) of subsection (1).

Powers and duties of Accountant General

5.41) Without prejudice to anything contained in &&tt6(2), the Accountant General shall, for
the purposes of this Act and all rules and regofstimade thereunder, be the Chief Accounting Qftcel
as such shall perform a supervisory function withpect to the collection, expenditure and accogritin
public funds.

(2) The Accountant General, in the discharfgesor her duties as the officer charged with the
compilation and management of the accounts of tiee@ment may, after consultation with the Director
of Finance, give general instructions not incomsistwith this Act and any rules or regulations made
thereunder, and may in his or her sole discretiea gpecial accounting instructions.

3 Any such special accounting instructiomglls not conflict with or extend, abridge or

amend any rules or regulations made under seciorob any directions or instructions given by the
Minister under section 3.

68



Office of the Director of Audit, Saint Lucia Audit Manual

4) Without prejudice to the generality of thetids imposed on the Accountant General by
sub-section (1) and subject to the powers confeoredhe Minister by sections 3 and 54, and on the
Director of Finance by section 4, the Accountanbh&al shall ---

(a) receive revenue and other monies into and make@atg from the Consolidated Fund; and ensure
that all revenues and other monies received artigrai brought promptly and properly to account;

(b) ensure that proper and adequate accounting systemastablished and maintained in Ministries
and Departments of Government both within and datsf Saint Lucia;

(c) prepare the accounts of Saint Lucia in accordarittethis Act;

(d) refuse payment on any voucher which is wrong anffigent in content or which contravenes the
Financial Regulations, the Procurement and StomsguRtions, or any other rules, regulations,
directions or instructions properly made or giverder this Act for the management of public
monies and stores, or that are in his or her opiimicany other way unacceptable in support of a
charge on public funds;

(e) report to the Director of Finance in writing anyfelg in departmental control of revenue,
expenditure, cash, stamps, stores and other pyoped any breach or non-observance of the
Financial Regulations, the Procurement and StoemuRtions or any other rules or regulations
made under section 54 or directions or instructigiven under section 3, that may come or be
brought to his or her notice; and

(H ensure, in so far as is practicable, that adequateisions exists for the safe custody of public
monies, stamps securities and other accountingndects; and carry out such other duties as are
conferred on him or her by this Act or any othea@ment.

Accounting Officers
6.4(1) The accounting officers for the purposethef Act shall be ---

€) the Permanent Secretaries; or

(b) public officers who are Heads of Department or ykeoform the duties of a Head of
Department.

(2) An accounting officer shall be ansaime to the Public Accounts Committee of Parliaten
for the efficient management of and accountingdablic funds entrusted to him or her as accounting
officer.

3) An accounting officer may designateofficer under his or her control to be the aubte
of revenues for the collection of any item of reweffior which he or she is accountable.

4) The designation of a collector ofeaMe under subsection (3) for the collection of item
of revenue shall not abate or abridge the persacebuntability of the accounting officer making the
appointment in respect of that item of revenue.

5) Every accounting officer shall compljth any rules and regulations made under section

54 or directions or instructions given under setBdy the Minister or any directions or instruogagiven
by the Director under section 4 and all instrudigiven by the Accountant General under section 5.
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(6) Accounting officers shall ensure that @te@untable officers are conservant with the Act any
rules, regulations or directions made or givendheder.

PART llI
PUBLIC FUNDS
Payment into the Consolidated Fund
7.-(1) Subiject to the Constitution and except asretise provided in this Act, all revenues and
other monies raised or received for the purposeh@fGovernment, not being revenue or other monies
which are payable by or under any enactment intoesother fund established for a specific purposall s

be paid into and form part of the Consolidated Fund

(2) For the purposes of subsection (1), moniesgdaor received includes monies received by
way of a grant, donation, gift or other like method

Payment from the Consolidated Fund
8.-(1) No monies shall be paid out of the Consodaftund except —
(a) to meet expenditure which is chargeable upon thieyConstitution or any enactment;

(b) where the payment has been authorised by an Apptioor Act or by a warrant under the
hand of the Minister given in accordance with #is;

(c) for the purpose of repaying any monies receivestiiar into the Consolidated Fund; or

(d) for the purpose of paying such sums as may benedjfor any refund, rebate or drawback
where the payment of that refund, rebate or dralisaprovided for in any enactment;

(2) No monies shall be paid out of the Consoliddtadd except in the manner prescribed by
this Act.

3) Any monies forming part of the Consolidated &uwvhich are -
(@) deposited with a bank or other financial institatior
(b) invested in an authorised manner, shall not, ferghrpose of this section, be deemed
to have been issued from the Consolidated Fundebgon only of that deposit or
investment.

Special Funds

9.-(1) The Minister may give such directions andetakich steps as may be necessary for the
purpose of establishing a Special Fund.

2 Any fund established prior to the commencemanthis Act shall be deemed to be a
Special Fund and to have been established forutmopes of subsection (1) and the balance stanalitige
credit of that fund at the close of account ondag prior to the commencement of this Act shalllbemed
to have been established for the purposes speeiftedespect to each such Special Fund.
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3 The Minister shall cause any Special Fund distedrl under subsection (1) to be notified in
the Saint Lucia Gazette.

Trust Funds
10. (1) For the purpose of this section “Trust Fund€ams —
(&) any fund established by an Act other than an Apjmtipn Act; or

(b) any monies held by or deposited with or entrustethé Government pursuant to
the terms of a deed of trust, trust instrumenteagent (whether express or
implied) or any arrangement governing the use afigmso held.

(2) No fund established in accordance with subsectl)(a) shall be deemed a Trust Fund
where the Act establishing the same makes prowddionthe payment of monies into that fund outhf t
Consolidated Fund.

3 A Trust Fund shall not form part of the Condated fund but, subject to section 11, shall
be administered in accordance with this Act.

(4) Any funds established prior to the commencenoéiiis Act for the purposes specified in
subsection (1) shall be deemed to be Trust Funddrenbalance standing to the credit of each furttea
close of account on the coming into operation of &ct shall be deemed to be held by the Governrfoent
the purposes specified in respect of each such TFrusl.

(5) Nothing in this Act shall extend, abridge orealthe terms of any trust or be construed as
authorising the making of any rules or regulationhe giving of any direction or instruction reqog any
person to obey that rule or regulation, directioninstruction in relation to monies held on trushigh
contravene or are inconsistent with the terms aff ttust.

(6) No public officer shall accept appointment asustee without the written authority of the
Minister and any appointment contrary to this sabea shall be void.

@) The Minister shall cause any Trust Fund esthblil under subsection (1) to be notified in
the Saint Lucia Gazette.

Contingency Fund
11.{1) A Contingencies Fund is hereby established.

(2) The Minister may, by an affirmative red@a of Parliament, transfer from the
Consolidated Fund any sum as may be required fiora to time for the operation of the Contingency
Fund.

3) The Minister, if he or she is satisfieattlthere has arisen an urgent and unforeseen need
for expenditure-

(a) for which no monies have been appropriated or foickvthe sum appropriated is
insufficient;

(b) for which funds cannot be reallocated as providedrf section 23; and
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(© which cannot be deferred without serious detrimerihe public service,

may, by contingency Fund Warrant under his or handhand in anticipation of the grant of an
appropriation by Parliament, authorise an advarara the Contingency Fund to meet such need.

4) The total of the sums authorised under sulmseq3) to be advanced from the
Contingency Fund shall not exceed the total sumagised under subsection (2).

(5) Where any advance is made from the ContingeRand under this section a
supplementary estimate of the sum required fossthgice for which such advance was made shallite la
before Parliament as soon as possible but in aegtenot later than four months from the date orctvhihe
Contingency Fund Warrant was issued and shall bleded in a Supplementary Appropriation Bill for
appropriation.

(6) Upon the grant of an appropriation to meeteRkpenditure in respect of which an advance
was made under this section, the Contingency Fuadahit authorising that advance shall lapse anill sha
cease to have effect and the advance shall be de¢mndave been made for the purpose of the
appropriation and shall be accounted for accorgling|

PART IV
ACCOUNTS
Accounting for public monies
12. All public monies shall be accounted for in theaouts of Saint Lucia.

Consolidated Fund General Services

13.(1) There is hereby established an account to loevikras the “Consolidated Fund General
Services Account” to which shall be credited altueent revenues and out of which shall be made
payments in respect of the consolidated fund gésersices.

(2) The disbursement of monies provided iy &inancial year to meet expenditure on the
consolidated fund general services shall be cdatt@nd accounted for by the Accountant General.

3) In this section the expression “ConsokdaFund General Services” means the services of
the Government, the expenses of which is chargedrqrayable from recurrent revenue receipts or any
other source authorised by Parliament.

Development Programme Account

14- (1) There is hereby established an account tkrmvn as the “Development Programme
Account” to which all revenues specifically alloedthereto together with grants and loans received f
financing the development programme and out of Wwhéball be made payments in respect of the
development programme.

(2) The disbursement of money provided in dimancial year to meet expenditure on
development programme shall be controlled and atteduor by the Accountant General.
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3) In this section the expression “developmengpamme” means investments made by the
Government, the expense of which is charged oragalge from revenues specifically allocated thereto
grants and loans raised specifically for that paepo
Departmental Accounts

15. Notwithstanding anything contained in sections 8 &4, an accounting officer shall maintain
departmental accounts in which shall be recorddd reenue receipts and disbursement of all
appropriations made to the head of expendituravfach he or she is accountable as accounting office
Annual Accounts

16.{(1) Within a period of three months after the cladeeach financial year the Accountant
General shall prepare, certify and submit to thee@or of Audit as many copies as the Director afiA
may require of the accounts of Saint Lucia for tlidncial year showing the financial position cfil®
Lucia on the last day of such financial year.

(2) The accounts of Saint Lucia for the pugso®f subsection (1) shall be prepared in
accordance with the accounting principles as stiayettie Accountant General or specified in theifieate
attached to such accounts.

3) The Minister may by direction in writingldressed to the Accountant General extend the
period within which such accounts may be transchited any directions so given shall be laid before
Parliament at its next meeting.

(4) Accounts to be transmitted by the Acconhtaeneral under subsection (1) shall show fully
the financial position of the Consolidated Fundtmmlast day of each financial year and shall idetu

€) a statement of assets and liabilities;

(b) an annual abstract of revenue and expenditure &gshe

(©) a comparative statement of actual and estimatezhtevby sub-heads;

(d) a comparative statement of actual and estimateengiqure by sub-heads;

(e) a statement of balances on advance analyzed umelgatious categories set out in
section 29;

)] a statement of balances on deposit accounts;

(9) a statement of outstanding loans made from the @idlated Fund, by annual and
aggregate receipts and payments;

(h) a statement of public debt;

® a statement of contingent liabilities;
)] a statement of investments showing the funds omlbehwhich the investments
were made;

(K) a statement of arrears of revenue by sub-heads;
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0] a statement of losses of cash and stores and nflabed claims;
(m)  a statement of the Contingency Fund Account;

(n) a statement of changes in financial position; and

(0) other statement as Parliament may from time to teneire.

(5) The Director of Audit shall submit to thgnister, not later than three months from the date
of receipt of certified copies of financial staterteefrom the Accountant General, such certifiedesmiith
his or her opinion thereon.

(6) For the purposes of this section, “accewftSaint Lucia” means the accounts that relate
directly to the central Government.

Special accounts

17. Within six months after the close of each finangidr or the close of any period of accounts as
may be provided in any enactment or trust instrimalated thereto or, in the absence of such aigiooy
the close of any period of account as may be spdcih directions given by the Minister, any office
administering a Special Fund or Trust Fund shdihstito the Minister an account of that Special ¢Fon
Trust Fund relating to the period of account inhsfmrm as may be required by any enactment or trust
instrument governing the administration of the $geleund or Trust Fund, as the case may be; ohén t
absence of any such requirement contained in aotrapat or trust instrument, in the form as the
Accountant General may from time to time require.

Laying of accounts

18. The Minister shall lay a copy of every documenhitm or her under sections 16(5) and 17 before
Parliament at its next sitting following the datewhich that document was received.

PART V
AUTHORIZATION OF EXPENDITURE
Annual Estimates
19.(1) The Minister shall cause to be prepared ardl Baifore the House of Assembly, not later
than thirty days after the commencement of eacinfifal year, estimates of revenue and expenditrre f

that financial year.

(2) The estimates of revenue and expendititebefore the House of Assembly shall be in
such form as the Minister may from time to timeedetine.

Appropriation

20. When the estimates of expenditure (other than aedipge charged on the Consolidated Fund by
the Constitution or any other enactment) have laggmoved by the House of Assembly, a bill knowmmas
Appropriation Bill shall be introduced in the Housé Assembly, providing for the issue from the
Consolidated Fund of the sums necessary to metexpenditure and the appropriation of those sums,
under separate votes for the several servicesresbfar the purposes specified therein.
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Supplementary Appropriation
21. Ifiin respect of any financial year it is found -

€) that the amount appropriated by the Appropriati@h t& any purpose is insufficient or that
a need has arisen for expenditure for a purposénich no amount has been appropriated
by that Act; or

(b) that any monies have been expended for any puipasecess of the amount appropriated
to that purpose by the Appropriation Act or for @rgose to which no amount has been
appropriated by that law,

a supplementary estimate showing the sums reqairegent shall be laid before the House and, when t
supplementary estimate has been approved by HausBupplementary Appropriation Bill shall be
introduced in the House providing for the issuswth sums from the Consolidated Fund and appropgiat
them to the purposes specified therein.

Authorisation of expenditure in advance of appropration

22. If, notwithstanding the provisions of section 2@g tAppropriation Act has not come into
operation at the commencement of any financial ,yda Minister shall authorize by Provisional Gether
Warrant under his hand expenditure necessary tg oarthe services of Government until the expiraibf
four months from the beginning of that financiabyer the coming into operation of the Appropriatio
Act, whichever is the earlier, but any sum so aritled shall not exceed one third of the aggreghtbe
sums provided for that service in the Appropriatia of the previous financial year.

Reallocation

23.{1) The Minister may, by means of a ReallocatiorriMat direct that any surplus arising from
under-expenditure on any item contained in the amat estimates, be applied in aid of any other item
therein or in aid of any new item provided that shen appropriated for that first mentioned itermdg
thereby exceeded.

(2) Any sums reallocated in accordance witbssation (1) shall be submitted for the approval
of Parliament.

Virement

24.(1) If, in the opinion of the Director of Finandbe exigencies of the public service render it
necessary or expedient to vary the sum assignadyt@urpose within a supply vote shown in the et
of expenditure for any financial year or to makevsions for a new purpose within that vote, heslog
may direct by means of a Virement Warrant undemhiser hand that there shall be applied in aidrof
purpose for which the sum assigned may be deficieint aid of any new purpose a further sum oudrof
surplus arising from under-expenditure on any iwgthin the same supply vote.

2 In the exercise of his or her powers under scifizn (1) the Director of Audit shall ensure
that -

® the sum appropriated for any supply vote by the rAppation Act or by a
Supplementary Appropriation Act is not thereby edsd, and

75



Office of the Director of Audit, Saint Lucia Audit Manual

(i) any new purpose to which a sum is assigned ismitteé ambit of the vote.
Lapse of appropriations and warrants

25. Except as provided by this Act, every appropriatioade by Parliament of public monies for the
service of any financial year and every warrantéssunder this Act shall lapse and cease to hdgeteft
the end of that financial year.

PART VI
PAYMENTS
Authority for payment

26. Subject to section 9, any payment made from thes@atated Fund shall be authorized by
warrant under the hand of the Minister.

General Warrant

27.(1) Subject to sections 20 and 21, on the coming of an Appropriation Act and any
Supplementary Appropriation Act, the Minister shalthorise the Accountant General by General Warran
under his or her hand to pay out of the Consoldifend such sums as may be required to pay for the
services approved by Parliament.

(2) Notwithstanding the issue of a General \atr it shall be within the discretion of the
Minister to limit or suspend at any time any expgamé excluding statutory expenditure, with or veitit
cancellation of the General Warrant if, in his er lopinion, financial exigencies of the public nest so
require.

Provisional General Warrant
28. Where an Appropriation Act has not come into openatthe Minister shall authorise the
Accountant General to pay out of the ConsolidateddFsuch sums as may be authorized by Provisional
General Warrant under section 22.
Advance Warrant
29.{1) Subject to this section, the Minister mdy Advance Warrant under his or her hand,
authorise the Accountant General to make wlssments of monies forming part of the Consatidat
Fund or of other public monies for the purpose aking advances —
(@) on behalf of, and recoverable from, other Goverrntnand organisations;
(b) to, or on account of, trusts and other funds adsteénéd by the Government;
(© to, or on behalf of, public bodies, institutionscaunting officers or other individuals
where those advances are, in the opinion of thasiin in the public interest and are

recoverable within a period not exceeding twelvenths after the close of the financial
year in which those advances are made;
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(d) to public officers for any purposes and on termsnay be determined from time to
time; or

(e) for the purpose of expenditure authorised by amctement which permits the raising of
loans in anticipation of raising such a loan.

(2) The total of the sums issued and disbursedtferpurpose of making advances under
paragraphs (c) and (d) of subsection (1) shallexaeed in the aggregate at any time, after deductin
repayments, two percent of the recurrent revenuthéoprevious financial year.

Imprest Warrant

30.{1) The Minister may, by Imprest Warrant under bisher hand, authorise the Accountant
General to issue imprests from the ConsolidateddRarofficers for any purpose for which monies have
been appropriated.

(2) Any officer to whom an imprest has beeued pursuant to subsection (1) shall retire that
imprest before the end of the financial year inalhthe imprest was issued or, if some earlier iate
specified in the Imprest Warrant, on or before teatier date.

3) Notwithstanding subsection (2), where afficer fails to retire an imprest in accordance
with that subsection, the Accountant General gbathwith recover the amount of the imprest by dwitun
from the salary or other emoluments of that officesuch manner as the Director of Finance detegsin
Departmental Warrant

31. An accounting officer may, by Departmental Warrantler his or her hand, authorise any officer
named in that warrant to incur expenditure againgtvote under his or her control.

Lapse of Warrant

32. A warrant issued under this Part shall lapse ardedo have effect on the date specified in the
warrant or at the end of the financial year in vhids issued, whichever is earlier.

PART VII
BANK ACCOUNTS, INVESTMENTS AND DEPOSITS
Bank Accounts

33.{1) All sums accounted for in the Consolidated Fshall be kept with such banks as the
Accountant General shall from time to time detemnin

(2) No public or official account shall be ogel at any bank without the prior written authority
and direction of the Accountant General.

Investment of Monies

34.{1) The Minister may authorise the Director of Fina to invest monies forming part of the
Consolidated Fund —
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(@) with a bank, either at call or subject to notice;
(b) in deposits with the Eastern Caribbean Central Bank

(©) in a manner authorised for investments of propertite hands of trustees by any
enactment for the time being in force; or

(d) in securities issued by another Government or geyney of such other Government.

(2) The Minister may, if he or she is satidftbat it is in the public interest and with théopr
approval of Parliament, cause the Director of Figato purchase shares in any public company, with
monies from the Consolidated Fund.

3) Where the Minister causes shares to be purdhasder subsection (2), he or she shall -

€) submit a report to Parliament containing full distaif any shares purchased; and

(b) lay on the Tables of Parliament a copy of any agesd made in relation to any
such purchase; and the annual financial statement.

4) The Director shall keep proper recordamf investments under this section.

(5) Except for investments under subsectidiic)lall investments made under this section
together with any interest received therefrom dbalpaid into and form part of the Consolidatedd-un

(6) All investments held by or on behalf oketfovernment on the date of the coming into
operation of this Act shall, if the same are nddhen account of Special Funds or Trust Funds geiro
sections 9 and 10 respectively, be deemed to hese made out of monies issued from the Consolidated
Fund and may be retained notwithstanding that $nebstments are not such as may be made under
subsection (1).

Deposits

35. Any deposits, not being monies raised or receiwedHe purposes of the Government, shall not
form part of the Consolidated Fund and, exceptrasiged in sections 36 and 37, shall not be appled
any way for the purposes of the Government.
Investment

36.{1) The Director of Finance may authorise the itwmesnt of deposits in like manner to that
provided in section 34 in respect of the Consoliddtund.

(2) Any interest or dividend received in redpef deposits invested in accordance with
subsection (1) shall be paid into the Consolid&usiad.

Unclaimed deposits
37.-(1) Any deposit which is unclaimed for five yeatsall be paid into the Consolidated Fund.
(2) Notwithstanding subsection (1), thecéuntant General shall refund a deposit to a perso

who claims to the satisfaction of the Accountanh&al that he or she has absolute right to thabglep
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PART VI
PUBLIC DEBT
Borrowing by means of advances
38.{1) The Minister may, by resolution of Parliamebgrrow money from a bank or other

financial institution by means of advances to arpamh not exceeding in the aggregate the sum spdcifi
for that purpose in the resolution, to meet curreguirements, and such resolution shall not hffeetefor
any period exceeding six months.

(2) Where, by resolution in accordandththis section or pursuant to any enactment, powe
to borrow money by means of advances from a bardoigerred on the Minister that power may be
exercised by means of a fluctuating overdraft.

Loans and authority to sign thereof

39.{1) The Minister may, by resolution of Parliamdsrrow from any bank or other financial
institution for any of the following purposes:

(@) the capital or recurrent expenditure of Government;
(b) the purchase of securities issued by any Governorggavernment agency;,
(©) on-lending to any statutory body or public corpimmat or

(d) making advances or payments to public officersudisamised by any enactment or
the Staff Orders.

(2) The Minister may, in writing, authoriseettDirector of Finance or Head of a Foreign
Mission to sign on his or her behalf any loan agrest or guarantee made under section 38 or 39.

3) In this section “Staff Orders” means thaffSOrders for the Public Service of Saint Lucia.
Proceeds of loan

40. Subject to any enactment concerned with generabecific loans, any money borrowed by the
Government shall be paid into and form part ofGlomsolidated Fund.

Restriction on guarantees

41. No guarantee involving any financial liability shdde binding upon Government unless that
guarantee is given in accordance with an enactoramtless approved by resolution of Parliament.

Public debt

42.(1) There shall be charged upon and paid out ofCtbesolidated Fund all debt charges for
which the Government is liable.
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2 For the purpose of this section, debrghsinclude interest, sinking fund charges and any
other charges related to the repayment or amddiraif loans and advances or in satisfaction of any
obligation arising from a guarantee given in acaom with section 41.

PART IX
ABANDONMENT OF CLAIMS AND WRITE-OFF OF PUBLIC MONIE S AND STORES
Abandonment of claims and write-off of losses

43.{1) Subject to this section, the Minister may, parg to an affirmative resolution of
Parliament, write-off losses of public monies, stror other moveable property belonging to the
Government or provided for the public service, @mabandon or remit any claim by or on behalf of the
Government or any public service thereof whereatimeunt in any one case is ten thousand dollarsooe.m

(2) The Director of Finance may, witle thpproval of the Minister, write-off losses of fiab
monies, stores or other moveable property belongirthe Government or provided for the public seayi
or to abandon or remit any claim by or on behalhef Government or any public service thereof wiieee
amount in any one case exceeds five thousand sldilat is less than ten thousand dollars.

3) The Director may write-off losses miiblic monies, stores or other moveable property
belonging to the Government or provides for theliputervice, or to abandon or remit any claim byoar
behalf of the Government or any public servicegb&mwhere the amount in any one case does not @xcee
five thousand dollars.

4) The Minister may, in writing delegdtis or her power under subsection (2) to thedbire
in which case no approval shall be required toeawiif losses.

(5) Notwithstanding anything containadsubsections (2) and (3), where the losses refeore
in those subsections are,wima facie appear to be, on account of theft, fraud, embezahtror other like
act, there shall be no write-off of such lossesssiParliament, by affirmative resolution approtres
same.

(6) Any write-off under this sectionadhbe notified immediately to the Accountant Gexher
and the Director of Audit.

Gift of stores or other property

44 (1) The Director of Finance may authorise the gffany stores not required for Government
purposes to institutions or organizations in Saimtia established solely or principally for eduoatl,
scientific, cultural or charitable purposes.

(2) Where the value of such gift exceeds fiveusand dollars, or such greater amount as the
Cabinet determines, the prior approval of the M@rishall be obtained.

3) Every gift under the section shall be fieti immediately in writing to the Accountant
General and the Director of Audit.
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PART X
SURCHARGE
Power to surcharge
45.(1) If, at any time, it appears to the DirectorF@iance that monies or public stores have been

lost or damaged, and if, within a period specitigdthe Director of Finance an explanation satisigcto

him or her is not furnished by the responsibleceffiwith regard to such loss or damage, the Diregtiall
surcharge against that officer the amount whicheapp to him or her to be the loss suffered by the
Government, or the value of the property lost andged as the case may be, or a lesser amount as the
Director determines.

(2) Subject to subsection (3), any officer wdamtravenes this Act or any rules or regulations
made thereunder shall be liable to a surchargeuéhh Sum as may be determined by the Director of
Finance.

3) No officer shall be surcharged under ff@istion without being heard.

Grounds for surcharge
46. An officer may be surcharged under section 45 gnaduthe following grounds:

€) failure to collect any monies owing to Governmehg collection of which the officer is or
was at the time responsible;

(b) payment of public monies in excess of amounts aisi under Part V of this Act;

(© making, allowing or directing any payment of pulihonies without proper authority, or
proper evidence that the amount was due;

(d) payment of public monies without obtaining prope@dence of the identity of the payee;

(e) responsibility for any deficiency in, loss or destion of or damage to any public monies,
stamps, securities, stores or other public property

® failure to render accurate accounts by a persors&ldoities require him or her to render
such accounts;

(9) signing an incorrect or false certificate on a \wrg
(h) mixing public monies with other monies; or

0] contravention of this Act, the Financial Regulatoor the Procurement and Stores
Regulations; or

()] failure to comply with any lawful direction or imgttions given under this Act.
Notification of surcharge

47-(1) The Director of Finance shall give written notifiicen of a decision to surcharge to -
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(@) the person surcharged;

(b) the accounting officer of the Department concerned;
(©) the Accountant General,

(d) the Director of Audit; and

(e) the Public Service Commission.

(2) A notification under subsection (1) shattlude the grounds upon which the surcharge is
based and the amount of such surcharge.

3) For the purposes of this section and seetB, the Public Service Commission includes the
Judicial and Legal Services Commission and the AiegcService Commission, as appropriate in the
particular context.

Appeal against surcharge

48.(1) An officer who is aggrieved by any surchargedmagainst him or her under section 45
may appeal to the Public Service Commission, withiie month from the date on which he or she is
notified of the surcharge.

(2) The Public Service Commission, aftexking or causing to be made such investigation as
it deems to be necessary, may confirm the surchardaect that the person surcharged be releakedyw
or in part from the surcharge as may appear tosteajnd reasonable.

Withdrawal of surcharge

49.{(1) The Director of Finance may at any time withvdrany surcharge in respect of which a
satisfactory explanation is subsequently receivetlibotherwise appears to him or her that nccharge is
warranted in the circumstances.

(2) Where a surcharge is withdrawn under stthse (1) the Director shall inform all the
persons notified under section 47 of that fact.

Recovery of surcharge

50.{1) The Accountant General, on being notified afuscharge made under section 47, shall
cause the amount of the surcharge to be recoveoed the person surcharged in such a manner as the
Director of Finance directs.

(2) No recoveries shall be made under sulmedct) until after the expiration of the period
allowed under section 48 for the lodging of anyegdpand where the person surcharged appeals tivader
section, no recoveries shall be made until andsgntee surcharge has been confirmed or otherwise
determined.

3) Subject to subsection (4), the amount ofuacharge made under this Part shall be
recovered as the Director of Finance may direct mag be deducted from any salary, pension or other
emoluments of the person surcharged.

4) The following rules shall apply with regpéo the recovery of a surcharge:

@) no monthly installment payable in respect of a lsarge shall exceed one quarter
of the gross monthly salary or pension of the pesocharged; and
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(b) where the person surcharged is due to be paid anjesby the Government other
than by way of salary or pension or other emolurmiet Director of Finance may
require the amount of any surcharge imposed onpthieon to be deducted from
such monies in whole or in part as he or she censidist and reasonable.

(5) Nothing contained in this section shalljpdice the right of Government to sue for and
recover the amount of any surcharge as a civil deétto the Crown.

PART XI
STATUTORY BODIES
Definitions and application
51.{1) In this Part -

“appropriate Minister” means the Minister under whaoportfolio the statutory body in
guestion falls;

(2) Sections 52 and 53 shall apply to a stayubody unless there are other provisions made in
the law establishing that statutory body.

3) Sections 52 and 53 shall apply to all dtaly bodies unless a contrary intention is
contained in the enactment establishing such stgtbbdy.

Estimates of expenditure

52.{1) A statutory body shall, three months before ctbenmencement of each financial year of
the statutory body, submit to the appropriate Btini for his approval, estimates of its recurrert eapital
expenditure and the financing thereof for that yeauch form as the Minister directs.

(2) The appropriate Minister shall, before doenmencement of each financial year, submit to
the Minister for approval the estimates of recurr@md capital expenditure and the Financing theieof
respect of each statutory body falling under hiserportfolio.

3) A statutory body shall, whenever the appiaie Minister or the Minister directs, furnish
any further information in relation to its estimatef recurrent and capital expenditure and thenfimay
thereof as may be required.

(4) The estimates of recurrent and capital exgareland the financing thereof as approved by
the Minister may not be altered without the apprafdahe Minister.

(5) The appropriate Minister shall lay theiragstes approved by the Minister under subsection
(2), before Parliament at its next sitting follogithe receipt of such estimates.

Annual report and accounts
53.{1) A statutory body shall, as soon as possibleiarhy case not later than three months after

the end of its financial year, submit an annuabrefo the appropriate Minister as the Minister nfiayn
time to time direct.
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2 An annual report shall include a balance shaetincome and expenditure statement and
the report of the auditor on the accounts of theustry body.

3) On receipt of the annual report, the aot®wand the auditor's report, the appropriate
Minister shall lay them before Parliament at itgtraitting.

PART XII
MISCELLANEOUS PROVISIONS
Rules and Regulations

54.(1) Subject to this section, the Minister may makeh rules or regulations as appear to him or
her to be necessary and expedient for the propgyirmg out of the intent and purpose of this Actlaim
particular, may make rules or regulations in respéfinancial and accounting matters.

2 Without restricting the generality of sab8on (1) any rules or regulations made by the
Minister may provide for --

@) the collection, custody, issue, expenditure, dueowaating for, care and
management of all public funds;

(b) the effectual record, examination, inspection amrhal check of all receipts,
payments and expenditure;

(©) the forms of all accounts, books, documents andrtepvhatsoever required for
the proper accounting for public monies and puftiices;

(d) the purchase, safe custody, issue, sale or otkposhl or writeoff of stores and
other property of the Government and the propeswatiing for and stock-taking of
such stores and property;

(e) the custody, handling and proper accounting fanpt investments, securities and
negotiable instruments whether the property of Gowernment of Saint Lucia or
on deposit with or entrusted to the Governmentooany officer in his official
capacity or to any other person;

)] the reporting of losses by whatever means of pubboey, stamps, accounting or
accountable documents of whatever kind and pultices, and the reporting of
damage to or destruction of any property of thegsoment;

(9) the issue of public tenders, the powers and dutidbe Tenders Board, and the
award of contracts;

First Schedule
Second Schedule

3) The Financial Regulations and the Procemnand Stores Regulations as contained in the

First Schedule and the Second Schedule, respsgtsrall be deemed to have been made under sulisecti
(1) and the same may be amended by the Minister.
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Forms

55. Subiject to section 54(2)(c), any administrativerfe that are required or necessary for the purposes
of this Act or any rules or regulations made thadar shall be in such form as the Accountant Génera
approves.

Repeal
Act 1988 No. 25

56. The Finance Act, 1988 is hereby repealed.
Commencement

57. This Act shall come into operation on such datthagsovernor-General appoints by Proclamation.

Passed in the House of Assembly thi§ @&y of November, 1996.

W. ST. CLAIR-DANIEL
Soeaker of the House of Assembly.

Passed in the Senate thfsday of December, 1996.

NEVILLE CENAC,
President of the Senate.
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APPENDIX D

AUDIT OFFICE

STAFF RULES AND REGULATIONS
(To be read in conjunction with Staff Orders)

1 TIME SHEET

a. Time sheets should be handed to Audit Principdisrbet:00 p.m. on the first working day
of the following week.

b. Time sheets will be reviewed by an Audit Principgithe end of the day (Monday).

C. The time sheets shall not replace the attendagistee

2. CONDUCT

a. Staff are required to conduct themselves both ih aut of the office in a manner that
reflects the integrity and status of this office.

b. Officers shall be courteous and polite both to memiof staff and the staff members of
units being audited.

C. There shall be no quarreling, screaming, or lowwhkmg in the office.

d. The use of telephone will be short and discrete.

e. Due to the nature of our work, visitors will not Bfowed in the general office — only in
the waiting area which will be located outsidetsf tentral office.

3. HOURS OF WORK

a. Hours of work will be 8:00 a.m. to 4:30 p.m. witheo(1) hour for lunch from 12:30 p.m. to
1:30 p.m.

b. An explanation to the satisfaction of managemelitbei required from staff members who
report to work after 8:15 a.m. and 1:45 p.m.

C. It may be necessary to perform duties outside ffieiad hours of work if and when the
work programme warrants it. Such flexibility wile noted in staff appraisals.

d. Officers engaged in outdoor audits should be oubfi€e by 8:15 a.m. and be back in
office not before 4:15 p.m. Officers need to regoroffice before and after lunch i.e.,
12:30 p.m. to 1:30 p.m. in any event, one shoybdneto work for 1:30 p.m.

e. No overtime will be paid to professional staff.
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Permission for absence from office during workinguis must be granted by an Audit
Principal or other management staff.

g. An officer who absents himself/herself from offiahout permission exception cases of
illness or other unavoidable circumstances, staleththe period of absence deducted from
his/her annual leave or forfeited salary in respdcthe absence will be reported to the
Permanent Secretary, Ministry of the Public Service

4. MODE OF DRESS

a. So as to assist with the promotion of the imagehef office, staff are required to be
properly attired at all times while on duty, eitlieeior out of office.

b. Male staff may wear shirt-jacs or if they predeess shirts with matching neck ties.

C. Ladies may continue to wear standard uniforms.

d. Shirts, ties, shirt-jacs, pants, dresses, bfoakits, and shoes must be of sober shades and
cuts.

5. GIFTS

Officers must not solicit gifts or accept presewtsether in the form of money, goods, free or
reduced passage or other personal benefits, ioaimese of their duties. If in any doubt the matter
must be drawn to the attention of the Audit Priatip

6. GENERAL

a.

Staff must not make unauthorized statementhemtess, radio, or television concerning
the affairs of this office and the units audited.

However in the event of a police investigation angection with any aspect of the Audit
office, a signed copy of the statement must bergigehe Audit Principal.

Further, no information on the units being auditedst be divulged to individuals,
corporate entities or municipal bodies except @atsie orders of the court.

Staff found in breach of confidentiality will be perted to the Permanent Secretary,
Ministry of the Public Service with a request fbietmatter to be referred to the Public
Service Commission so that the necessary discipliaetion can be taken.

All external correspondence must be approved byihector of Audit or his nominee.

Staff progress is directly linked with professioeabms and performance.
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APPENDIX E

AUDIT OFFICE

AUDIT FILES AND WORKING PAPER STANDARDS

INTRODUCTION

The prime motive in the development of these statedderives from a recognition by management thet t
absence of acceptable office standards in the @tpa and presentation of audit working papersshad
to officers introducing their own referencing andéxing systems.

This has resulted in:

a. tedious and time consuming review exercises;
b. the non-adherence to International Auditing Stadslar

Consequently, the purpose for developing and igstliese standards may be summarized as follows:
1. to enable officers to improve the quality of awsirking papers;

2. to minimize the duplication of efforts on the paift officers in developing their own
indexing and referencing system;

3. to provide a source of material for both formal andthe-job training of auditors;

4, to provide mechanisms and criteria through whichfggmance measurement may be
established for audit process and personnel.

AUDIT FILES

Audit files are the records kept by the auditortoé procedures followed, the tests performed, the
information obtained and the conclusions reachetineat to an examination. The documentation iditau
files of the work done and evidence obtained presidnportant support for the audit findings, cositns,
recommendations and opinions. Audit files, acawghli, should include audit programmes, analyses,
memoranda, letters of confirmation and represematiabstracts of documents and schedules or
commentaries prepared or obtained by the auditor.

WORKING PAPERS

The audit file contains all data compiled during ttourse of an examination in the form of workiragers,
that in the end serve to support the audit repdithe working papers reflect the adherence to aedept
standards, the auditing procedures employed andctmelusions reached during the course of an
engagement.

Such a file should include the following and prafdy, in this order:

» acopy of the printed financial statements andtatidireport;
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e acopy of the issued management letter;

» typing instructions;

» the penciled drafts of the same statements;

e auditor’s report and management letter;

» copies of any relevant audit correspondence wiictient;

e audit review notes and queries of the senior imgdta

» time budget and summary and any related information

» general questionnaire;

e audit programme;

« working paper index;

» classified trial balance working papers;

» adjusting entry working papers;

» reclassification entry working papers; and

« then all the necessary working papers to suppeartbddances shown on the classified trial

balance or the final report and in the same ord8uch working papers would consist of
schedules, analyses, confirmations, comments and.so

The foregoing represents what can be referred tioeagear-end or final audit file.
During the course of the audit work, the use ofibis (e.g., four-ring) will facilitate the tempoydiling of
working papers. On completion of the audit, allrking papers should be bound into audit files ladel
with the entity’'s name, date, and the file numbwt title.
On most audits, there will be several individué folders comprising each of the standard categaof
files. Where this occurs, the individual foldetssld be numbered to indicate the number of foldiers
each category. For example, if there are fiveffilders for the project ‘Compilation of Capital geds’,
they should be numbered sequentially. Volume 1tbi&ugh Volume 5 of 5.
Audit files should state clearly the objectivegtwd audit, the reasons for performing specific poures or
tasks and their relation to the audit objectivAsyone using the working papers kept on file shdaddable
to readily determine their purpose, the naturesaragbe of the work done, and the preparer’s corahssi
All team members should ensure that audit filestaionsufficient but not excessive, evidence to supp
audit findings, conclusions and recommendations thadl the files record the nature and extent of the

supervision and review that has taken place.

1. As data are collected during the audit, a regsteuld be used to indicate:
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- the data collected (to help prevent requestiegsime documents more than once);

- the nature of the data, for example, general drackd material, reports relating to
specific aspects of the audit, procedures mane#ts, (to assist in the eventual
disposition of such materials); and

Since report requirements generally are not knowtheatime data are collected, there is a
tendency to collect and retain more than is needéak all data collected during the audit
are relevant for retention once the audit is cobtaplerhe information in audit files should
be limited to items that are of significance anvant to the audit objectives. However,
support should be retained for items dropped frbm review and changes made to the
audit plan, as well as for reported findings andifpee statements.

Of those materials that are relevant for retenttbere is a tendency to file more than is
necessary. Perhaps several photocopied pagelenfthy report are sufficient, or instead
of photocopies, a written extract, summary, analysi assessment (with reference to
source documents) is all that is required. Alsipies of documents generally should be
filed in only one file and cross-referenced to offiles as necessary. Documents included
in the working papers should be highlighted to suthsequent reviewers in focusing on
pertinent information.

To assist in easy review and report preparatiomkiwg papers should be neat and orderly,
and handwriting should be legible. Working papsheuld indicate (by dating, cross-
referencing to analyses, initialing, etc.) that wloentation retained has been read or
reviewed and that it is related, for example, toaadit finding or conclusion. (It is not
sufficient to collect and file material — its pugso and relevance should be clearly
indicated.)

When including a reference to a source documeig, ilnportant to have a complete and
accurate citation. Ensure that all figures areckbd and that all quotations are exact.

A normal audit engagement would usually require ofwer audit files such as:

1.

an_interim _audit file: containing basically the following — audit pragime, internal
control questionnaire and interim audit working @ep As the term audit programme
often refers to both the year-end and interim auditcan either be included in the final
audit file or in the interim audit file;

a permanent file: its purposes are to provide a financial histdrihe business; to provide
a reference for continuous and recurring itemsiettuce the annual preparation of new
work papers for items with no change, and to o@asipecialized data for future audit,
structure, systems, etc.

The following is an example of the subject miEtvhich can be included in a permanent worgiger

file:
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PERMANENT WORKING PAPER FILES

Subject
General information
- significant legal, financial and regulatory consita that impact the audited entity;

- environmental information on organizations thé¢& the operations of the audited
entity;

Operational base for audited entity

- objectives of the auditee

- departmental and internal plans

- relevant policies and procedures

- reporting requirements

- services provided

- organization chart, position descriptions
- capital and operating budgets

- performance standards

Operational documentation for audited entity

- systems documentation (programme logic, managenuemtrol framework,
accountability relationships)

Previous studies or reports

- copies of previous audit reports, follow-up notesanagement action plans,
planning memorandum;

- copies of all management letters, departmeatgonses.

ASSIGNMENT PLANNING

» Background information gathered during the assignmat planning phase

To obtain an overall appreciation of the auditetitgrthe auditor will normally obtain and includdgthin
the working paper documentation:

1.

significant legal, financial and regulatory constta that impact upon the audited entity
including source documents such as the main estsmkggislation, regulations and central
agency policies;

environmental information including the objectivasd activities of all organizations
affecting the operations under review;

previous studies and audit reports that have eitiectly or indirectly had an effect on the

operations of the auditee;
internal information for both the audited entitydathe department, such as:
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- organization charts and position descriptions;
- delegation of authorities documents;
- significant financial and other operating data uiiithg long-term and

annual plans, budgets and variance reports, maragemports, person-
year allocations and performance measurement geport

» Assignment planning memorandum

An assignment planning memorandum should includeragimum:

1.

10.

11.

a summary of the scope and objectives of the assigh and any limitations placed
thereon;

an overview description of the audit entity encoagirg;

- legislative authorities and mandate; key objextiand goals;
- resources employed (human, financial and physical

- key organizational/operational issues and coimgsia

- principal information and control systems;

- principal management control mechanisms;

- significant changes in operations/system/infl@snaver the past two years or since
the last audit; and

- known/expected future influences on the audittynt
principal issues and anticipated lines of auditLgnyg

audit strategy decisions including the audit appihoand general notes on audit techniques
decisions;

basic audit objectives and associated criterialdpeed;

outline of audit report format(s) taking into acoblevels of reporting required;
resource requirements including identification péaalist skills;

time budget and critical milestone dates;

assignment of staff responsibilities;

any other significant considerations or outstagdasues; and

confirmation of approval to proceed.
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GENERAL PRINCIPALS RELATING TO WORKING PAPERS
The most important principals relating to audit kiog papers are:

- economy

- clarity

- relevance

- accuracy

- completeness
- simplicity

- legibility

- balance

« Economy

Working papers should be prepared with economyiimdpeconomical to prepare and review, to store and
retrieve.

Working papers should be a usable record of worledspare but complete and not a repository foryeve
scrap of information available to the auditor. Trefessional auditor includes only what is essémtnd
makes each worksheet serve a purpose that fitghetaudit objectives. Poor judgement in the extén
information retained will make working papers pnegpin, review, storage and retrieval uneconomical.

» Clarity

Working papers should be readily understandablereqdire no supplementary information. Reviewdrs o
the papers should be able to determine what théoasidet out to do, what they found, what was tohed
and what was not done.

* Relevance

Working papers should relate to matters which artinent and material. They should be directlyated

to the audit objectives. The likelihood of imparténformation being overlooked or obscured is miizied
when care is taken to include only that informatielevant and sufficient to satisfy audit objecsive

* Accuracy

Working papers should be prepared accurately, gwstitat observations and comments are specifli va
and objective. The working papers should proviléewers with the proper perspective of the proeess
being examined.

Oral comments obtained during the course of thét alduld be paraphrased by auditors and a summary
interpretation of the meaning of the comments ghdd included within the working papers. To ensure
that there is no misunderstanding and that auditishentation is accurate, the auditee should bedaske
confirm the auditor’s interpretation.

» Completeness

Working papers should record:
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- for information obtained, all relevant and matkfacts and their source;

- for audit procedures, their nature, timing, ekteesults and the name of the auditor who
performed them; and

- for audit conclusions, the conclusions and thesbfor arriving at those conclusions.
An inquiry should not be dropped without explanatio
e Simplicity

Working papers should be comprehensible to theitistied reviewer. Jargon should be avoided or
properly defined where necessary.

* Legibility

Legible, neat and orderly with adequate space dalit@nal data, notes and comments. Disorderly and
crowded working papers are inefficient and reftacthe underlying work.

 Balance

Working papers should reflect all findings incluglipositive results as well as any deficiencies dichv
action should be taken.

Balanced working papers reduce the likelihood distorted impression being left with reviewers ashie
adequacy of the management control framework umelgew. In addition, balanced working papers
provide the proper basis for an effective audibrep

THE PURPOSES OF AUDIT WORKING PAPERS

The purposes of working papers described below,seilve as a basis for the approach taken in subséq
sections of this paper relating to the contentaoigation and retention of working papers. All iaud
documentation should be accumulated or prepardu thvése purposes in mind, so as to give maximum
benefit to the auditors and interested third partie

The most important purposes of audit working papees

1. to facilitate effective conduct and managemenhefdudit assignment;
2. to provide support for the auditor’s report; and
3. to provide background and control for follow-upiaos taken to correct deficiencies.

Other derived purposes are:

1. to facilitate third-party review;
2. to aid professional development; and
3. to provide a source of information for non-auditgmses.

FACILITATING EFFECTIVE CONDUCT AND MANAGEMENT OF TH E AUDITASSIGNMENT

Good working papers can contribute to the effecss of various administrative tasks required Iier t
proper management of an audit assignment.
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This section will outline these administrative tagind the related contribution working papers caken
towards allowing the tasks to be discharged effebti

1. Facilitating adequate planning (including theassignment of necessary resources)

Documentation within the working papers of the piag decisions relating to audits in process, hédps
ensure that:

a. planning is completed in an organised manner;

b. planning decisions are followed during the condofcthe field work (or explanations
provided where occur); and

C. an appropriate reference point is available foressvboth during and upon completion of
the audit.

Audit projects are often repeated, extended to rcadditional areas or used as a basis for planoihgr
assignments. Given the typical limitations on fstafntinuity, good working papers contribute to the
quality of subsequent or complementary audits lmyiding a good starting point for succeeding audito
to:

a. reduce time spent in understanding the natureeoétiditee’s operations;
b. identify areas of audit risk;
C. determine the scope of audit coverage;
d. determine, with greater degree of accuracy, the tind staff required.
2. Facilitating an organized approach

A standardized structure for working papers hetpgrovide a useful framework for the organizatiénhe
audit work. Uniformity in structure enable sevestff members or separate officers to work onedffit
segments of a single assignment in a co-ordinatather.

An organized file influences the manner by whiclmptex systems are reviewed, helping to ensure that
major areas are not overlooked and that adequpth décoverage is provided.

3. Facilitating adequate control of fiel work

A uniform file structure and method of preparingriing papers provide guidance to audit staff onjtie
reduce the change of omission or of incorrect apptin of procedures and so contribute to the obofr
field work.

During an audit, considerable information is ob¢gindiscussed or examined. It is vital that forneabrds

be maintained rather than committing informatiomtemory, where undoubtably, some of it would bé. los
In addition, audit records serve as an importardisbfor the auditor's understanding of the audgee’
programmes, objectives and activities, and as sarhbe used as support for orderly discussion with
operating personnel.

Finally, working papers provide coherence to thenerous individual procedures comprising any given
audit.

95



Office of the Director of Audit, Saint Lucia Audit Manual

4, Facilitating review and reporting to superiors

Uniform working paper formats provide an efficieneans for the audit to communicate the resultbeif t
work to reviewers. Well organized papers faciitatview by helping the reviewer spot omissions,
deviations from normal procedures and unusual problwhich were encountered. Good working papers
provide for meaningful communication of key resudtisd conclusions through the summarization of
individual details.

5. Provide support for the Auditor's Report

In addition to contributing to the effective managmt of assignments, good working papers providéah
link between the audit examination procedures hedatiditor’s report. Working papers representende
of the work done and should provide the proof thatexamination as summarized in the auditor'sntepo
did encompass the areas identified.

Working papers should provide a record of the apiditedures performed in respect of items in tpente
and the conclusions reached with respect to thesesi

Well structured working papers provide for effeetidebriefing sessions with auditees, allowing &ady
access to pertinent facts and proof supportingtaegdort commentary.

Finally, good working lend themselves to reducegore writing effort; the continuous process of
summarizing and refining individual audit resulseps the assignment focused and easy to tranelate t
report format.

6. Provide background and control for follow-up actons

Audit projects are typically followed to ensure ttltarrective action was taken for reported deficies.
Professional working papers provide backgroundrinfion for this task and reduce the likelihood of
duplication of effort.

Follow-up can take place any time from a mattewe€ks after the audit, or not until the next schediu
assignment. The follow-up action can be controltemyever, through audit working paper documentation
on the follow-up action plan.

7. Facilitating third party review

Internal audit working papers can be used by eateanditors or other interested third parties asans of
evaluating the work of internal audit and in théeemal reviewer's assessment of the departmenstesy
of control.

In the eyes of third parties, working papers reftee quality of the audit work done. Third pastighould
be able to satisfy themselves from the working pafieat a proper audit was carried out. Workinggra
must be prepared with this in mind.

8. Validity of records
As already mentioned, the work papers contain atth,dnotes, schedules, analyses, confirmation et o
material pertaining to the audit. Together with #udit programme and internal control questiomnaire

working papers serve to support the audit repdrtrstied to the client. Working papers constititte only
tangible link between the records of the clieng, dudit and the report.
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9. Review of internal control

Audit working papers should indicate the accomptieht of the review of client internal control. Fee
accomplishments may be evident in the internalrobguestionnaire, but comments on the internatrobn
of specific areas may appear on the appropriaté& wapers, as well as on flow charts, write-ups atiher
documentation of accounting systems and procedesin the permanent file.

10. Data reference

Working papers serve the auditors as one sourdefafmation for his advice in discussing business
matters with the client. Working papers may bedu®e reference for many years after completioramf
audit.

11. Position defence

Properly prepared audit working papers assist tdit@a in justifying his position against criticism
Properly prepared working papers are frequentlyost protection of the professional integrity nfAudit
Office.

12. Audit review

Complete working papers constitute the best aiDdputy Directors of Audit and Principals who review
the audit work done. The purpose of reviewing Wwuykpapers is to ascertain that all statements and
schedules have been properly prepared and arecttprsepported in accordance with accepted priesipl
of accounting and consistently applied; that thangiration was made in accordance with generally
accepted auditing standards; that procedural tqaknihas been suitable and adequate; that comnrents a
appropriate; and that all necesssary comments lieem included.

13. Future reference

Audit working papers serve as a guide for subsecmetits of the same client. This does not meanhttte
form and content should be allowed without charmg;peculiarities of the examination will be settlfip
there is a basis for follow-up action, and a reraimds available when changes in procedure are
contemplated

STRUCTURE AND ORGANIZATION OF WORKING PAPERS

As noted in the section relating to the purposesvofking papers, a number of useful effects can be
achieved through maintenance of well structuress fil

Proper organization of working papers can leaceteefits such as:

1. allowing several individuals or separate officesvtork on different segments of an
assignment in a co-ordinated manner;

2. bringing discipline to the audit approach, redudimg change of omissions in the review of
complex systems;

3. serving as a tool for instruction to audit staff;

4, facilitating efficient communication of results;dn
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5. facilitating review by helping to isolate deviatmfrom normal procedures.

Completed working papers must clearly indicateatdit work performed. This is accomplished in ¢hre

ways by written statement in form of a memorandbyninitialing and dating the audit programme, agd b

notations directly on the working paper schedulB®tations on working papers are accomplished by th
use of tick marks, which are symbols written adjde the detail on the body of the schedule. €hes
notations must be clearly examined at the bottonthef working paper. The working papers should
document that assistants were properly supervised.

This section does not propose detailed guidanegimglto the structure of working papers but wikmtify
procedures in common usage that serve to meeutipeges noted above.

* Indexing and cross-referencing

Finding information in the working paper files igdh facilitated by an index system and liberal ake
cross-referencing.

The indexing system should be known at the beggpinan assignment to avoid the situation where an
auditor is faced with a mass of un-referenced mapédio keep working papers referenced on an ongoing
basis the audit team leader should assign indexene€es at the same time that tasks are assigned.

Cross-referencing related data within the workirapgrs greatly facilitates review and provides ready
access to supporting information during debriefsegsions. Cross-referencing audit plans to praesdu
applied, audit programmes to the results of testistbe audit report to supporting evidence are @kasnof
typical areas where this technique is most usefptime users and reviewers of audit files.

The cross-referencing system uses the indexingerafes assigned to working papers. One method of
cross-referencing commonly employed places signmifie on the location of the reference. References
appearing to the left of the correlated data indigdahe working paper from which the informationswa
derived. References to the right of correlated diadicates the working paper to which the infoiorais
being carried forward.

Example:
A figure, 1234.56 is referenced from working palé2 to draft report page A4.

a. on K2 the reference would be: 1234.56 A 4
b. on A4 the reference would be: K 2 1234.56

The system of indexing should be simple and flexibMWorking papers should be indexed and cross-
referenced to aid in organizing the filing. Onelsystem is to use a capital letter to designevach
segments of the audit and numerals for the worksheithin the segments. This system is illustrated
Figure 1.1 attached.

The lead schedule for the cash has been index&d atind the individual general ledger accountsingak
up the total cash on the financial statementsratexied as A-2 through A-4. The final indexinddsthe
schedule supporting A-3 and A-4.

Figure 1.2 below illustrates another indexing systand reflects how it can be readily expanded to
accommodate a large body of working papers.
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FIGURE 1.2
ILLUSTRATION OF INDEXING/CROSS-REFERENCING SYSTEM
FOR WORKING PAPERS CURRENT WORKING PAPER FILES
SUBJECT 1) (2)

INDEX REF. TO REF. FROM
General/Administration (File 1)
Final report; final management letter A - C,D,G
Management comments and action plans B - Sourc€(3)
Follow-up notes C B Source
Draft report; draft management letter D A E.G
Verbal debriefing — notes E D Source
Supervisory review check — lists and notes F (4) ) (4
Summary of audit observations, conclusions and
recommendations (including cause/effect analysis) G A, D J, K, L
Assignment planning memorandum H (5) (5)
Correspondence | As necessary Source
Supporting Working Papers (File 2)
Register of essential controls J G N, Q
Register of compensating controls K G N, Q
Summary of weaknesses L G N, Q
Control questionnaire M N [e)
Documentation in response to control questionnaires N P Inconclusive: J, K, L

If conclusive: Q

Pre-determined control model @) M Source
Documentation of existing control framework P N ittadl-
Verification plan, procedures, results Q J, K, L, N - ditto -

Explanatory Comments:
1. Expansion of index

Each page of the section can be referenced sisphlaA2, A3 etc., if a worksheet is to be addetiieen
A2 and A3, the A2 becomes A2.1 and the added slaeeibe indexed A2.2.

2. Reference to

Information contained in this section supports movitles background for the content of the section t
which the reviewer is being referred.

3. Reference from

Information contained in this section is suppotbgdhe content of the section from which the reaeis
being referred.

For ease of review, working papers should be crefegenced in a manner reflecting the relationships
between sections as noted above. Working papertsdhuild upwards from source data to the finaliw
report.

4. Source

Indicates that information is derived directly fraime audited entity through discussion, observation
application of audit procedures.
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5. Supervisory review checklists

Normally, checklist is signed off indicating thasatisfactory standard of quality has been achiévebe
audit and adequately reflected in the working psyper

6. Assignment planning memorandum

Various aspects of the memo may be referencedpposting working papers indicating to the reviewer
that planning decisions and scope were taken imsideration during the conduct of the assignment.

Cross references, of course, are not restrictéyng figures together but are applied liberallyalbrelated
information contained in separate working papeFgure 1.2 illustrates how various segments of the
working papers can be correlated.

For ministerial/departmental audits, the recommdrfie index is as follows:

Ministry of

Working Paper File Index — year ended March 31,

INCLUDED IN NOT
THIS FILE APPLICABLE

Management letter

Review Notes

Report

Assignment Planning Memorandum
Vote book

Personnel Records

Inventory

Log book

Cash book

—|I|®|MmO0O|w| >

The first item for each main audit area e.g., theebook would be the vote book programme; repbrt o
findings; other supporting documents.

Example of index would be:

E-1 - for the programme
E-2 - report of finding and conclusion
E-3 - other supporting documents

Additional capital letters can be used to identiflyer broad areas of the audit.

COMMON CHARACTERISTICS OF PROPER WORKING PAPERS

1. Headings

The headings on individual working papers shoudilifate the proper filing of the papers and thealiing

of specific information, and should enable the eesr of the papers to determine who prepared them.

Each paper should therefore include:

a. period of examination;
b. title, subject or description of working paper;
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date of preparation;

initials of the preparer;

initials of the reviewer;

indexing and cross-referencing codes.

~® oo

2. Signing and dating

Each page of the working papers must be signeditialed and dated, by the accountant who preptred
working paper. Each page or sheet must also baléd by the reviewer.

3. Narrative comments

The accountant should avoid including in the wogkipapers, lists of figures without appropriate
explanation of their meaning or conclusions reache result of the examination. Pertinent comsent
should be made in the working papers whenever lithei helpful to leave a clear trail of the sounfe
figures, the scope of the examination and the atentis opinion of the reasonableness of the figura
most instances, summaries of figures, comments #setscope of the work and the conclusions reached
will represent better auditing than the listingusinecessary voluminous details. Work papers shooid
include, or be a copy, insignificant or irrelevamaterial.

4, Legibility

It is essential that working papers be preparedrinorderly, neat and legible manner. This applies
particularly to the writing of names, which shote printed or carefully written out. Only one sfehe
working paper should be used. Separate sheetabbr classification should generally be the rule.

5. Pending matters

During an examination accountants should make rfates on all questions which arise. When such
guestions have been cleared satisfactorily, adurbte should be made to indicate in what marmeihias
been done. A mere “OK” or “Done” next to the neisually not sufficient.

OWNERSHIP, CONFIDENTIALITY AND SECURITY

It should be remembered that all audit working psaee the property of the office. This appliesthier
the working papers were prepared by the audittnyanembers of the audited entity.

Staff members must respect the overall confidemt#zlre of the information contained in the working
papers and must not discuss any such informatidinirtth parties, including other departments, agenar
crown corporations, without the consent of theipaldr entity concerned and the approval of thed?pial.
Further, information of an especially confident@ sensitive nature (e.g., Cabinet related docusnent
should be so identified). All such latter inforiaat, ideally, should be retained together under gergeral
file number (e.g., Principal’'s Control File) andtfructions should be given to the Secretary totlancess

to this file only to those approved by the Printipa

Staff members should ensure that there is no ateemgdit files by unauthorized persons. Care khba

exercised in the handling and safeguarding of waykpapers and files at all times, particularly le t
entity’s offices during lunch hour and overnight.
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» Care of papers, storage, lending, etc.

All working papers and reports etc., are confiddntiocuments and all necessary precautions shauld b
taken to protect these documents from loss, desiruof unauthorized observation. Working papers
relating to a client’s affairs should be kept dttimhes within the office control and should be qdately
filed away whenever not being used or referredrtd aspecially so when working in client's offices.
During non-office hours, all working papers shobileither locked in a briefcase and placed in lieatts
safe, vault or other fireproof compartment or neéudf to the office.

There may be occasions where we will permit acttiegsrking papers by a representative of the clieat
this is only done in the case of individuals:

1. in whom we have fullest confidence; and

2. who are already fully acquainted with the finandatails of the client’s operations, and in
all such instances, authorisation to do this medirst obtained from a Principal or Deputy
of Audit - Programmes.

On rare occasions also, our working papers magthénl the client’s office throughout the duratiohthe
audit in a filing cabinet to which we retain theyke Normally, arrangements do not constitute aadepe
from our general rule, namely, that we maintaihdind sole control of our working papers.

The basic principle is that the working papers @re property as auditors. The responsibility weetas
auditors is quite onerous, and as a result, we ialkst every precaution that there is no possibaity
working papers, which indicate how we have metmgponsibility, be tampered with or removed. This
requires that they should remain at all times insmle custody. Deviations from this rule shouédrbade
only on the authority of the Deputy Director of Audnd after careful consideration by him of aleth
circumstances.
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