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650 B - Example Audit Procedures for Using the Work of Others 

These example procedures are appropriate when using the work of other auditors or the work of specialists to perform a full or partial audit of financial statements and are applicable to GAO financial statement audits. Auditors may use these procedures or a monitoring tool for financial audits developed by the Federal Audit Executive Council, a subcommittee of the President’s Council on Integrity and Efficiency that can be found at www.ignet.gov/pande/faec/fsan0906.xls.

As stated in FAM 650.08, these procedures depend upon the professional judgments that the auditor makes. The auditor should tailor the procedures to the circumstances and the planned level of review (high, moderate, or low) as discussed in FAM 650.36. The auditor should modify or add procedures as necessary, and delete them if not applicable. When other auditors or specialists have done only part of an audit, the auditor may delete many of the procedures below. The auditor may also delete procedures for the low level of review or when the auditor plans to issue only a transmittal letter as discussed in FAM 650.09 b.

The audit procedures are presented in three sections: (1) evaluating independence, objectivity, and qualifications for CPA firms and specialists; (2) evaluating independence, objectivity, and qualifications for government audit organizations; and (3) monitoring the work (for all types of other auditors and for specialists). The auditor should use the applicable one of the first two sections and the third section. The auditor generally should use a separate form for each other auditor or specialist. 

Entity:________________________________________________________________ 

Job code:_____________________________________________________________ 

Period of audit:________________________________________________________ 

	Step 
	Done by/date 
	Doc Ref 

	1.  EVALUATING INDEPENDENCE, OBJECTIVITY, AND QUALIFICATIONS FOR CPA FIRMS AND SPECIALISTS
General 
1. Read the statement of work or request for proposal to determine whether this contracting document provides sufficient background on the audited entity and indicates the objectives of the work, what the contractor should include in its proposal, how proposals will be evaluated, and how the report will be used. 
	
	

	Independence and objectivity: 
2. Determine whether proposal of selected firm includes a representation as to the firm’s independence and objectivity. 
	
	

	3. If proposal does not include a representation as to independence and objectivity, obtain written representation from firm. 
	
	

	Qualifications: 
4. Read proposal of selected firm. In reviewing proposal, evaluate the overall qualifications of the team performing the work. Review resumes and determine for key team members their educational level, professional certifications, and professional experience, including whether key team members have current knowledge and experience in the type of work done. 
	
	

	5. Review the selected firm’s peer review report, letter of comments, and response letter. If the peer review report was issued more than three years earlier, obtain documentation relating to the firm’s internal quality control policies and procedures or review the firm’s inspection program.
	
	

	6. Communicate orally or in writing with the other auditors to be satisfied that they understand the requirements, the timetable, and the report or letter the auditor expects to issue. 
	
	


	Step 
	Done by/date 
	Doc Ref 

	2.  EVALUATING INDEPENDENCE, OBJECTIVITY, AND QUALIFICATIONS FOR GOVERNMENT AUDITORS 
Independence And Objectivity: 
7. For all government audit organizations, obtain written representation from an appropriate official that the organization and its individual auditors are independent of the entity being audited. 
	
	

	8. Determine whether the government audit organization meets ONE of the criteria in FAM 650.15, or the head meets ONE of the criteria in FAM 650.16. If the organization (or its head) meets one of these criteria, no further work is needed unless the auditor finds contrary evidence as to independence and objectivity in other parts of the audit. Indicate the criteria met and document the evaluation of any other evidence obtained. (Go to step 6.) 
	
	

	9. If the government audit organization (or its head) does not meet any of the criteria in step 2, determine whether it meets ALL of the criteria in FAM 650.18. 
	
	

	10. Review the government audit organization’s documentation of how it meets the requirements of step 3. Discuss with an appropriate official of the organization and consider discussions with quality assurance advisors, legal counsel for the organization, and auditor’s legal counsel. (Go to step 6.) 
	
	

	11. If the government audit organization does not meet the criteria for organizational independence to report externally, determine whether the organization is an independent internal audit organization under GAGAS and IIA standards. 
Determine whether the internal auditors are objective for the activities they audit. For the audit organization to be considered free from organizational impairments, determine if the head of the audit organization meets all of the criteria indicated in FAM 650.21.


	
	

	12. For government auditors, obtain an understanding of the organization’s policies to enhance the objectivity of individual auditors as discussed in FAM 650.23, including 
· policies to prohibit auditors from auditing areas where relatives are employed, 
· policies to prohibit auditors from auditing areas where they were recently assigned or are scheduled to be assigned after they complete their tour of duty in auditing, and 
· policies to require representations as to objectivity and lack of conflicts of interest from each auditor. 
	
	

	13. Prepare a memorandum documenting work performed and conclusions reached as to government audit organization’s independence and objectivity. 
	
	

	Qualifications: 
14. Read the latest peer review report or equivalent, letter of comments, and the audit organization’s response as discussed in FAM 650.28. Note the date of the report and whether it is unqualified. If the report is recent (usually within the past year) and unqualified, go to step 12. 
	
	

	15. If the peer review is not recent, review the latest inspection report
, if any, and the organization’s response as discussed in FAM 650.29. Note the date of the report and whether it is unqualified. If the inspection is recent (usually in the past year) and unqualified, go to step 12. 
	
	

	16. If the organization has not had a recent peer review or inspection as discussed in FAM 650.31, obtain an overview of the important policies and procedures in the functional areas through interviews of management and staff and through reading the summary quality control document, if any. Consult with the reviewer on the potential effect of using work with no recent peer review or inspection before performing this step. 
	
	

	17. If the peer review or inspection report was qualified or adverse, determine whether the quality control system has since been strengthened as discussed in FAM 650.30. Review the organization’s action plan for strengthening its quality control system. Evaluate the effect of remaining weaknesses in determining the level of review. 
	
	

	18. Inquire how the government audit organization determined staffing of the audit. Evaluate the overall qualifications of the team performing the work as discussed in FAM 650.33. Review resumes for key team members and consider: 
· educational level, professional certifications, and professional experience; 
· continuing professional education, especially training and current knowledge in the type of work done; 
· supervision and review of work; 
· whether the audit team has adequate sources for consultation and use of specialists, especially for audit sampling, audit methodology, and review of computer controls; and 
· quality of documentation, reports, and recommendations. 
	
	

	19. As discussed in FAM 650.35, if the auditor has significant concerns about the government audit organization or its team’s objectivity or qualifications, the auditor, in developing the audit plan, may either 
· ask the other auditors to substitute more objective or highly qualified staff members; 
· do the work, treating any work done by the other auditors as prepared by the audited entity; 
· divide the work so that the other auditors test the areas where they are qualified and the auditor does the rest of the audit; or 
· issue a disclaimer of opinion. 
	
	


	Step 
	Done by/date 
	Doc Ref 

	3. MONITORING THE WORK (FOR ALL TYPES OF OTHER AUDITORS AND SPECIALISTS) 
20. As discussed in FAM 650.36, develop a strategy and a plan for reviewing the other auditors’ or specialists’ work and, if necessary, performing supplemental tests of the accounting records. Determine the level of review for each line item. 
	
	

	2.   Monitor audit planning (FOR ALL LEVELS OF REVIEW) 
· Review the entity profile. 
· Review the audit strategy or equivalent document and audit plan. 
(FOR MODERATE AND HIGH LEVEL OF REVIEW)

· Attend entrance meeting and key planning meetings.

· Review the determination of planning materiality and design materiality. 
· Have an IS controls specialist participate with the auditor in reviewing the information resource management background information and the documentation for review of general and application controls. 
· Document line items and applications to be reviewed. 
· For each such line item, review the Account Risk Analyses, the Specific Control Analyses, the cycle flowcharts, the cycle memoranda, the determination of tolerable misstatement, and the audit plan or equivalent documents. 
	
	

	21. Monitor the execution of the audit for reports following example 2 of FAM 650 C or FAM 595 A and/or FAM 595 B WHERE LEVEL OF REVIEW IS HIGH. 

· Attend key meetings, especially those discussing high-risk areas, significant estimates and judgments, fraud brainstorming, and the other auditors’ conclusions. 

· Discuss key items with audited entity management, especially significant estimates and judgments. 

· Perform supplemental tests of the accounting records:
-- Generally for high risk and material line items, especially in areas involving estimates and judgments or ones which users rely on extensively.

-- Generally while the other auditors are at the audited entity location and have access to the records. 
	
	

	-- Examine some of the same documents the other auditors examined or make own selection or both. 
-- Compare results of other auditors’ work to results of supplemental tests. 
-- Document scope of supplemental testing and conclusions reached. 
	
	

	22. Monitor the completion of the audit (items with * are usually not necessary for LOW level of review) :
· Review the overall analytical procedures. 
· *Review the key documentation for the line item and for completing the audit; consider evaluations of sample results. (For example, were projections appropriate?  Was appropriate action taken based on sample results?) 
· *Determine whether the subsequent events review was updated to the date of the auditor’s report. 
· Review the audit summary memorandum, conclusions about line items, and the summary of uncorrected misstatements. 
· Review the audit completion checklist at FAM 1003 (or equivalent document). 
· Review the management representation letter and the legal representation letter. 
· *Attend key exit conference(s). 
· Read the other auditors’ report, the financial statements, the notes, the other accompanying information, and management’s response. 
	
	

	23. Prepare a summary memorandum. 
	
	

	24. Write the auditor’s report or transmittal letter. 
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� This could be the PCAOB inspection report for a CPA firm.
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