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PILLAR 3 — INDEPENDENT EXTERNAL AUDIT

KEY QUESTION (level 1)

Is the entity subject to an independent external audit, to be performed in all material respects in accordance with internationally accepted auditing standards by an audit service functionally independent of the entity and in accordance with the criteria set by the European Commission?

Guidance

A high-quality external audit is an essential requirement for creating transparency in the entity’s use of resources, including funds provided by donors. Key elements of the quality of external audit are: the objectives and scope of the audit, and adherence to appropriate auditing standards including independence of the external auditor i.e. the audit institution.

1 REGULATORY FRAMEWORK — questions/criteria



Key question (level 2): does the entity have a clear regulatory framework for external audit?


1.1

Is the entity subject to an external audit performed by an independent professional external audit firm  (private  sector)  in  accordance  with  standards  equivalent  to  international  standards  on auditing?

If yes, complete questions at 2.1 (Principles) and 3 (External audit procedures).


1.2

Is the entity subject to an external audit performed by a national audit institution (public sector) in accordance with standards equivalent to international standards on auditing? If yes, complete the questions in Section 3 below.

If yes, complete questions at 2.2 (Principles) and 3 (External audit procedures).


1.3

Is the entity subject to an external audit performed by an external audit or oversight body which operates under a specific regulatory or institutionalised framework (e.g. external auditor of the UN) in accordance with standards equivalent to international standards on auditing? If yes, complete the questions in Section 4 below. 

If yes, complete questions at 2.3 (Principles) and 3 (External audit procedures).
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2 PRINCIPLES — questions/criteria


2.1 The external audit is performed by an independent professional external audit firm (private sector) in accordance with standards equivalent to international standards on auditing.
Key question (level 2): Is the entity subject to an external audit which is:

· performed by a professional external audit firm which is independent from the entity and which complies with the fundamental principles of professional ethics, which include: integrity, objectivity, professional competence and due care, confidentiality and professional behaviour?

· performed in accordance with auditing standards equivalent to International Standards on Auditing (‘ISAs’) issued by the International Auditing and Assurance Standards Board (IAASB)?
2.1.1
Is the audit performed by a professional external audit firm which is a member of an established national accounting or auditing body?

Is the national accounting or auditing body a member of IFAC?

2.1.2
Is the audit performed in accordance with the applicable national standards on auditing and are these standards in compliance with International Standards on Auditing (‘ISAs’) issued by the International Auditing and Assurance Standards Board (IAASB)?

2.1.3
Is the auditor who performs the audit governed by a code of ethics which establishes the fundamental ethical principles for auditors with regard to integrity, objectivity, independence,

professional competence and due care, confidentiality, professional behaviour and technical standards?

Is this code of ethics compliant with the IFAC Code of Ethics for Professional Accountants issued by IFAC’s International Ethics Standards Board for Accountants (IESBA)?

2.1.4
Is the fundamental principle of independence fully respected?
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2 PRINCIPLES (cont’d) — questions/criteria


2.2 The external audit is performed by a national audit institution (public sector) in accordance with standards equivalent to international standards on auditing.

Key question (level 2): Is the entity subject to an external audit which is:

· performed by a national audit institution or a supreme audit institution (e.g. a national court of auditors or equivalent body) which is independent from the entity and which complies with the fundamental principles of professional ethics, which include: integrity, objectivity, professional competence and due care, confidentiality and professional behaviour?

· performed in accordance with auditing standards equivalent to principles, standards and guidance issued by the International Organisation of Supreme Audit Institutions (INTOSAI)?
2.2.1
Is the audit performed by a national audit institution which is a member of INTOSAI?

2.2.2
Is the audit performed in accordance with the applicable national standards on auditing and are these standards in compliance with INTOSAI Standards?

2.2.3
Is the auditor who performs the audit governed by a Code of Ethics which establishes the fundamental ethical principles for auditors with regard to integrity, objectivity, independence, professional competence and due care, confidentiality, professional behaviour and technical standards?
Is this Code of Ethics compliant with the INTOSAI Code of Ethics (ISSAI 30) or equivalent?

2.2.4
Is the fundamental principle of independence fully respected?
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2 PRINCIPLES (cont’d) — questions/criteria

2.3 The external audit is performed by an external audit or oversight body which operates under a specific regulatory or institutionalised framework (e.g. external auditor of the UN) and which is independent from the entity in accordance with standards equivalent to international standards on auditing.

Key question (level 2): Is the entity subject to an external audit which is:

· performed by an external audit or oversight body which is independent from the entity and which complies with the fundamental principles of professional ethics, which include: integrity, objectivity, professional competence and due care, confidentiality and professional behaviour?

· performed in accordance with auditing standards equivalent to International Standards on Auditing (‘ISAs’) or INTOSAI standards?
2.3.1
Is the audit performed by an external audit or oversight body which operates under a specific regulatory or institutionalised framework? Obtain a brief description of this framework.

2.3.2
Is the audit performed in accordance with standards equivalent to the International Standards on Auditing (‘ISAs’) or INTOSAI standards?

2.3.3
Is the auditor who performs the audit governed by a Code of Ethics which establishes the fundamental ethical principles for auditors with regard to integrity, objectivity, independence,

professional competence and due care, confidentiality, professional behaviour  and technical standards?

Is this Code of Ethics compliant with the principles of the IFAC Code of Ethics for Professional Accountants issued by IFAC’s International Ethics Standards Board for Accountants (IESBA), the

INTOSAI Code of Ethics (ISSAI 30) or an equivalent code of ethics?

2.3.4
Is the fundamental principle of independence fully respected?
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3 EXTERNAL AUDIT PROCEDURES — questions/criteria


Key question (level 2): is the entity subject to appropriate external audit procedures?


2.1
What type(s) of external audit apply to the entity (e.g. annual audits of the entity’s financial statements, compliance audits and other audits)?

What are the objectives and scope of these audits? Do audits also cover aspects of legality and regularity related to funding provided by the European Commission and/or other fund providers? With what frequency are the audits performed? To whom does the auditor issue its report?


2.2
By which auditor(s) are these audit performed (see 1 — regulatory framework)?

2.3
Within how many months of the end of the entity’s financial year is an audit report on its financial statements issued? Which type of audit opinion was issued on the financial statements in the last 3 years?

2.4
Are findings and recommendations resulting from external audits duly addressed (to the entity’s senior management and an oversight body/audit committee as appropriate) and resolved?

2.5
Does the entity’s management respond promptly to external audit findings?

2.6
Are external audit recommendations implemented fully and in a timely manner?

EN
87
EN

