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EXECUTIVE SUMMARY

During 2017, my office was requested to lead an international peer review of the Office of the Auditor General of Canada 
(OAG). It was my privilege to lead a team of reviewers from the supreme audit institutions (SAIs) of New Zealand, Norway, 
South Africa, Sweden, and the United States of America.

The peer review focused on determining whether the OAG adhered to relevant legislation and professional standards applicable 
to the organization in the execution of its mandate, and whether the system of quality control (SOQC) for the direct engagement 
and annual financial statement audit assurance practices was suitably designed and effectively implemented to provide the OAG 
with reasonable assurance that its work complied with all relevant professional standards.

The review covered the SOQC implemented by the OAG and the engagements it concluded and reported on during the period of 
January 2017 to December 2018, inclusive.

In the opinion of the peer review team, the OAG had, for the period under review, adhered to relevant legislation and 
professional standards applicable to the organization in the execution of its mandate. Furthermore, the SOQC was suitably 
designed for the direct engagement and annual financial statement audit assurance practices and was effectively implemented 
to provide the OAG with reasonable assurance that its work complied with the relevant professional standards.

The review team identified a number of areas 
for potential enhancement to current practices 
cited in an appendix to this report, which I 
hope will be beneficial to the leadership of 
the OAG to sustain and further advance the 
effectiveness of the SOQC and related practices 
already in place.

I have been impressed with the high standard 
of work done by the OAG and hope that the 
report will serve as an inspiration to the global 
community of auditors general.

Lastly, I wish to express my gratitude to the OAG leadership and staff for the support they have provided to the peer 
review team.

Kimi Makwetu 
Auditor-General of South Africa

I wish to congratulate the OAG on its continued 
commitment to requesting fellow SAIs to review 
its practices with a view to assuring the Canadian 
Parliament, territorial legislatures, and the citizens 
of the country of the credibility of its work. 
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INTRODUCTION

The Auditor General of Canada invited the Auditor-General of 
South Africa to lead an international peer review of the Office 
of the Auditor General of Canada (OAG), an assignment 
that was proudly accepted. This request builds on a 
commendable record in the OAG of requesting its peers to 
conduct external reviews of its practices on a periodic basis.

A team consisting of reviewers from the supreme audit 
institutions (SAIs) of New Zealand, Norway, South Africa, 
Sweden, and the United States of America was convened to 
conduct the peer review.

BACKGROUND

The position of Auditor General of Canada was established in 1878. As the Canadian federal government’s legislative auditor, 
the Auditor General audits federal government departments and agencies, most Canadian Crown corporations, and other federal 
organizations. The Auditor General is an independent officer of the Parliament of Canada and reports directly to Parliament on 
matters that he or she believes should be brought to its attention. The Auditor General is also the auditor for the three territorial 
governments, reporting to their legislative assemblies.

The Auditor General’s powers and responsibilities are 
prescribed by legislation, including the Auditor General 
Act and the Financial Administration Act. The OAG’s main 
legislative auditing duties are

• financial audits of the consolidated financial
statements of the Government of Canada and each of
the three territorial governments, and of the financial
statements of federal Crown corporations, territorial
corporations, and other organizations;

• performance audits of federal and territorial
organizations and programs;

• special examinations of federal Crown corporations;
and

• sustainable development monitoring activities.

The Commissioner of the Environment and Sustainable 
Development assists the Auditor General in performing his 
or her legislated responsibilities relating to the environment 
and sustainable development. On behalf of the Auditor 
General, the Commissioner

• conducts performance audits of federal organizations
and programs,

• monitors sustainable development activities, and

• manages environmental petitions.
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The OAG has adopted the assurance standards applicable 
in Canada that outline the requirements that apply when 
performing direct engagements or auditing annual financial 
statements. The standards are issued by the Canadian 
Auditing and Assurance Standards Board. These standards 
include the Canadian Standard on Quality Control (CSQC) 1, 
which deals with a firm’s responsibilities for its system 
of quality control (SOQC) for audits, review of financial 
statements, and other assurance engagements.

The OAG has developed and implemented an SOQC to 
provide it with reasonable assurance that audit engagements 
are conducted in accordance with applicable legislative 
requirements and professional standards. The SOQC is 
progressively updated as these requirements change.

OBJECTIVE AND SCOPE

The objective of the peer review was to provide the Auditor General with an independent opinion on whether the OAG 
adhered to relevant legislation and professional standards in the execution of its mandate, and whether its SOQC, covering 
both the direct engagement and annual financial statement audit assurance practices, was suitably designed and effectively 
implemented.

The scope of the peer review included the direct engagement 
and annual financial statement audit assurance practices. 
The period under review covered the OAG’s annual audits 
and direct engagements reported on for the period of 
January 2017 to December 2018, inclusively.

The peer review team had access to information that 
relates to the OAG’s work under this peer review, except 
for information that was subject to Cabinet confidence and 
solicitor–client privilege or was otherwise determined by the 
OAG, in its sole and absolute discretion, to be contrary to 
its security risk assessment. Information to which the peer 
review team did not have access had no impact on our ability 
to conclude and express our opinion.

The review criteria included the following key 
legislative authorities and professional standards in 
evaluating the OAG’s SOQC:

• the federal Auditor General Act;

• the federal Financial Administration Act;

• each territorial Financial Administration Act;
and

• CPA Canada’s assurance and auditing
standards, including the CSQC 1 for firms
that perform audits and reviews of financial
statements, and other assurance engagements;
Canadian Auditing Standards; and Canadian
Standard on Assurance Engagements 3001—
Direct Engagements.
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PEER REVIEW OPINION

In the opinion of the peer review team, the OAG had, for the period under review, adhered to relevant legislation and 
professional standards in the execution of its mandate.

Furthermore, the SOQC was suitably designed for the direct engagement and annual financial statement audit assurance 
practices and was effectively implemented to provide the OAG with reasonable assurance that its work complied with all 
relevant professional standards.

APPROACH

In order to meet the objectives, the review was structured into three key components.

The first component is an evaluation of the OAG’s 
compliance with the firm’s responsibilities for its 
SOQC for audits and reviews of financial statements, 
and other assurance and related service engagements 
in terms of the required professional standard 
(CSQC 1). This professional standard sets out the 
systems and policy requirements for an audit office 
to create an environment that results in optimal 
audit and assurance engagement quality. In order to 
achieve an environment that recognizes that quality 
is essential in performing engagements, the standard 
sets out policies and procedure requirements for the 
following elements:

• leadership responsibilities for quality within the
audit firm,

• relevant ethical requirements,

• acceptance and continuance of client relationship
and specific engagements,

• human resources,

• engagement performance, and

• monitoring.

A
The second component is an assessment 
of the relevance and completeness of the 
OAG’s audit methodology, measured against 
the requirements of the relevant auditing 
standards and applicable legislation as 
defined in the review criteria above (under 
“Objective and scope”).

B

The third component is a review of the 
OAG’s application of its audit methodology 
in conducting direct engagements and 
financial statement audits. The sample of 
OAG audits reviewed was as follows:

• four practice reviews (two annual
financial statement audits and
two direct engagements),

• nine annual financial statement audits,

• two special examinations, and

• seven performance audits (including
three audits submitted to Parliament by
the Commissioner of the Environment
and Sustainable Development).

C
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In performing our procedures, we relied on documentation (such as approved policies), audit files, and information available 
on the OAG’s website and INTRAnet, as well as interviews with senior OAG personnel, whichever was most applicable 
and efficient.

OVERALL CONTEXT

Throughout the review process, the peer review team was 
impressed with the professionalism and strategic focus 
of this well-established audit office. The way in which 
leadership and staff spoke about the organization and 
its success against its strategic objectives is testament 
to a smooth-running organization with a clear vision 
and established work methods. The results of a recent 
staff engagement survey further confirm the OAG as an 
organization where staff are fully engaged to deal with the 
challenges of public sector auditing in line with the OAG’s 
mandate.

In crafting this report, the review team was also conscious 
of the fact that the outcome of the review would be received 
by, among others, the next generation of leaders in the 
OAG, as well as a new Canadian Parliament, following the 
federal election. Leaders in the OAG stand at the head of an 
organization where the objective is not merely to produce 

audit reports, but also to reach the citizens of Canada by 
enabling good governance as a basis for improving the 
service delivery by the government to its people.

This is in line with the challenge 
that the former Auditor General 
had set for the leadership group 
to continue on this path and to 
excel at being holistic practice 
leaders (who focus on the strategic 
direction of the organization as 
a whole, rather than just on 
overseeing audits).

It was evident during the review that the OAG has, over many years, institutionalized a number of good practices. These include

• clear leadership direction in the OAG to improve good 
governance within the public sector as a significant 
objective;

• clear policies and the methodology for direct 
engagements and annual financial statement audit 
assurance engagements that are well developed and 
comply with relevant auditing standards;

• a focus on ethics;

• a commitment to conduct internal practice reviews that 
provide assurance on compliance with policies and 
professional standards; and

• submitting an annual departmental results report to 
Parliament that includes actual results in relation to the 
OAG’s performance measures, financial performance, and 
financial statements.
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Team members

A strong and well-functioning SOQC is central to the success 
of the OAG’s strategy. The peer review has confirmed that 
the SOQC is appropriately designed and functioning well. 
The review team has shared some insights in Appendix A, 
as reflections on current practices, under the following 
four theme headings:

• practice management,

• performance audit practices,

• annual financial statement audit practices, and

• areas of potential efficiency gains.

In addition to the insights shared, known additional SAI good 
practices have been identified and communicated. These 
insights do not impact on the opinion expressed (under 
“Peer review opinion”). The team does believe, though, that 
these insights may be valuable to the OAG in its continuous 
efforts to sustain and further strengthen the SOQC, which is 
important for the reputation and credibility of the OAG.

CLOSING REMARKS

The peer review team wishes to express its gratitude to the leadership and staff of the OAG for making the review a 
constructive process. The atmosphere of positive engagement that was evident during all visits made this a pleasurable 
experience and an ideal opportunity for the professional growth of all involved in the review.

The team wishes the OAG all the best in taking its mandate and strategy forward in the years to come.

SOUTH AFRICA (TEAM LEAD)

Jan van Schalkwyk
Sazi Ndwandwa
Shereen Noble
Curtis Snyders
Nhlanhla Ngaka
Gerhard Joubert
Parishka Bhana
Mthokozisi Sibisi
Rabelani Muligwe
Corrie Pretorius
Nikelwa Peter
Elno Marais

NEW ZEALAND

Cristin Dyer
Nick Johnston

NORWAY

Kristin Amundsen
Siri Hellevik

SWEDEN

Jörgen Lindström
Lars Florin

UNITED STATES

Lynda Downing
Matthew Ullengren
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APPENDIX A:  
Reflections on the OAG’s current practices

Practice management
We found that the Office of the Auditor General of Canada (OAG) is an advanced international 
supreme audit institution (SAI) with a clear leadership direction. The strategic direction and 
policies are well developed, known throughout the organization and put into practice in different 
divisions within the organization. It can be a challenge to get the strategic framework for complex 
organizations to be fully consistent and organized into established policies and procedures that are 
implemented to support the intended long-term direction of the organization. We noted the following 
areas where there are opportunities for the OAG to strengthen the consistency and implementation of 
the strategic framework for practice management:

• long-term talent management and succession planning,

• declarations of team member independence at the engagement level,

• practice reviews, and

• monitoring of mandatory training.

Long-term talent management and 
succession planning

It is a good practice to use talent management 
and succession planning to ensure continuity 
of capabilities and skills throughout the 
organization. The OAG has a people 
management framework, which guides the work 
of the human resources team. This includes 
the OAG’s approach to talent management and 
succession planning. The OAG also finalized 
a resourcing strategy in 2017 in response to 
an internal audit report on integrated human 

resource planning. We noted that, despite 
having this resourcing strategy, the OAG is 
performing human resource planning on an 
annual basis, focusing on the year ahead, 
without looking at the medium- to long-term 
perspective. This potentially exposes the OAG 
to a strategic risk relating to the sustainability 
of its leadership pipeline and professional skills 
base.

1THEME
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Declarations of team member 
independence at the engagement 
level

The Canadian Auditing Standards require that 
the audit engagement leader remain alert to 
evidence of non-compliance with relevant 
ethical requirements by members of the 
engagement team, including the independence 
requirements, throughout the audit. A 
consistent evaluation of independence of all 
professionals throughout the audit process, 
from commencement to finalization, is critical. 
One of the mechanisms used to achieve this is 
individual independence declarations from each 
member of the audit team.

The current OAG policy requires the following: 
“All individuals who meet the definition of an 
engagement team member, including internal 
and, where appropriate, external specialists, 
shall confirm their independence.” This is 

in contrast to a previous OAG policy that 
required staff involved in each audit to declare 
independence at the commencement of 
the audit.

During our review, we noted that for some 
of the audits, the independence declarations 
were completed well after the relevant team 
members had commenced their audit work.

A risk associated with the change in policy 
is that instances of threats to independence 
come to the engagement leader’s attention 
only later in the audit, thereby limiting the 
engagement leader’s ability to mitigate these 
potential challenges (resulting in quality control 
challenges), or potentially requiring work to be 
reperformed (resulting in inefficiencies).

Practice reviews

Practice reviews provide assurance to the 
Auditor General that engagement leaders have 
complied with OAG policies and professional 
standards in the conduct of their audits and that 
the reports that were issued were supported 
by appropriate evidence. These represent an 
important monitoring and remediation process 
in the OAG’s system of quality control. The OAG 
uses a sampling method for selecting audits 
for practice reviews, including the engagement 
leaders on a cyclical basis. We noted that 
even though OAG practice review methodology 
permits adding audits for review based on risk 
and complexity, for the period under review, the 
OAG did not select audits for practice review 
based on risk (for example, audits that are 

complex or have a high level of public interest). 
Selecting audits for review based on risk 
provides assurance that the quality for audits 
with higher risk is examined.

In addition, there was a delay in the completion 
of 2017–18 direct engagement practice 
reviews due to resource constraints. The 
resignation of an individual from the practice 
review and internal audit team resulted in the 
2018–19 audits being completed before the 
practice reviews for the previous cycle had 
been conducted. There was no opportunity for 
the OAG to identify areas for improvement for 
implementation in the 2018–19 audits.
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Monitoring of mandatory training

To ensure a skilled and competent workforce, 
the OAG requires its employees to complete 
mandatory training. At the time of our review, 
we observed that the OAG had not yet taken the 
necessary actions to ensure that staff undergo 
all of the 2018 mandatory training. As an 
example, not all staff completed the mandatory 
ethics training course before the deadline that 
the OAG set. In addition, we observed that the 
training plans do not yet include any subsequent 
courses or other awareness-raising activities on 

ethical principles and culture, which is a good 
practice to adopt for upholding the principles 
of the Canadian Standard on Quality Control 
(CSQC) 1. Ethical standards are fundamental to 
each audit and to the integrity and credibility of 
an SAI and could be reinforced through regular 
training. We found, however, that the OAG 
leadership recognizes the importance of ethical 
principles and has established an ethical culture 
within the organization.

The matters above focus on enhancements that the leadership can effect to ensure that the OAG 
audit practice maintains its strategic positioning, especially in terms of credibility and relevance, and 
that it is prepared for the challenges of the future.

To this end, we recommend that the OAG should

• ensure that the organization is ready for the challenges of the future by
identifying, developing, and monitoring a pool of appropriately capacitated
professionals and practice leaders—which also includes putting plans in place
with the objective of attracting and retaining such individuals;

• consider possible strategic risk implications of the changes to the policy on
declarations of team member independence and evaluate potential threats before
the commencement of an audit, which can be complemented by systems and
practices supporting the process and oversight of declarations;

• ensure that the organization receives maximum benefit from its practice review
processes by focusing on complex and risky audits and ensuring that the
outcomes of these reviews are available to inform the planning of the next cycle
of audits; and

• enforce and monitor completion of training deemed to be mandatory and consider
expanding learning activities with respect to ethical principles.

Theme 1 recommendations
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Emerging technologies

In order to remain relevant, organizations (including SAIs) have to consider emerging 
technologies and the impact these could have on them in the future. These 
technologies could represent a fundamental change in how organizations create value, 
the way we work, and how we as audit professionals conduct our audits.

The review team is aware of many SAIs that have reorganized and prioritized their 
technology and science capabilities to enhance their utilization of these emerging 
technologies and/or to respond to the impact thereof. In some cases, this involved 
dedicating resources specifically for this purpose.

The OAG’s strategic approach to emerging technologies may be further enhanced by 
allocating a specific budget toward increased investment in this initiative. Not every 
emerging technology will ultimately come to fruition; therefore, the OAG’s strategy 
could include its approach to monitoring, evaluating, testing, and implementing new 
technologies. We encourage the OAG to consult with other SAIs on how best to use 
these new possibilities and to share ideas on how to do so.

S A I  G O O D  P R A C T I C E

Performance audit practices
The OAG has a well-developed performance audit practice. The methodology consists of 
well-developed tools and templates guiding auditors and ensuring that solid audit evidence is 
collected and systematically documented. Documented evidence and draft reports are thoroughly 
reviewed internally and also provided to the audit entities for comment before publication. Published 
reports are easily accessible in a digital format.

In our review, we noted opportunities for improvement with regard to

• strategic selection of audit topics for performance audits,

• root cause analysis and development of recommendations, and

• context and format of performance audit reports.

2THEME
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Context and format of performance 
audit reports

The format of the performance audit reports 
has been raised in previous peer review reports, 
and we believe that raising this matter again 
for the OAG’s consideration has merit in terms 

of its efforts to improve the impact of the audit 
reports by including more information and 
context where appropriate.

Strategic selection of audit topics 
for performance audits

One of the key objectives of the OAG’s strategic 
audit planning process is to efficiently and 
effectively identify potential audit topics. 
According to the OAG’s direct engagement 
manual, strategic audit planning ensures that 
OAG resources are focused on the areas of 
highest significance and relevance to Parliament 
and that the audits will add value to Parliament 
and the citizens of Canada.

During our review of the strategic planning 
process for performance audits, we 
observed that the OAG’s process for 
selecting performance audit topics currently 
emphasizes the prioritization and selection of 
performance audit topics for each portfolio/
department. However, it does not provide a 
clearly identifiable and consistently applicable 

overall approach. This has resulted in a 
fragmented process that gives more weight to 
equal distribution to each individual portfolio/
department instead of a strategic prioritization 
across all portfolios/departments.

The prioritization of performance audit topics 
across the entire practice is necessary to ensure 
that the most significant issues are reported to 
Parliament, and that the OAG’s resources are 
used in the most efficient and effective manner. 
In a situation where there is a limited budget for 
conducting performance audits, it is important 
to ensure that audit selection decisions reflect 
strategic priorities and risks in the public sector 
and, therefore, ensure that an appropriate return 
is realized on funds allocated for these audits.

Root cause analysis and 
development of recommendations

The impact that its work has on the operations 
of the Canadian government in pursuit 
of improving good governance within the 
public sector is a significant objective for the 
OAG. To this end, the audit reports include 
recommendations for improvements. It is for 
this reason that the OAG’s direct engagement 
manual requires that recommendations be 
aimed at enabling the auditee to correct the 
underlying cause of the audit finding.

During our review, particularly when looking 
at performance audits, we observed that 
the recommendations included in the 
audit reports often directly addressed 
weaknesses—deviations from the audit 
criteria—while the underlying causes were 
not always demonstrably addressed by 
the recommendations.
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We noted that the OAG has already taken measures to improve the impact of public sector auditing. 
For example, in the 2017–18 fiscal year, the OAG started to better integrate measures of end results 
into the performance audits and to prepare a follow-up report to Parliament on the progress federal 
organizations had made to improve end results in areas audited by the OAG.

To further support the goal of seeing improved impact of public sector auditing, we 
recommend that the OAG leadership should

• provide additional guidance and processes to ensure a consistent approach for 
the selection of performance audits topics;

• focus on instilling a practice of analyzing root causes in performance audit 
reports and, in order to better equip the audit teams to perform this task, assess 
whether its recommendations are appropriately focused on the root causes of 
issues identified, supported by guidance or an audit report template;

• consider providing additional context to its auditees and key stakeholders through 
its interactions with them and/or redirecting any requests for additional context to 
the owners of the source information; and

• explore means of making additional information available (to other groups of 
users) while mitigating any possible ethical, confidentiality, legal, and operational 
risks that may arise from doing so.

Theme 2 recommendations

We have confirmed that the OAG complied 
with Canadian Standard on Assurance 
Engagements 3001—Direct Engagements for 
reporting on performance audits.

The current focus is to concentrate on the 
messages from the OAG, while the full audit 
evidence and judgments applied in reaching 
conclusions are documented in the audit 

files. While this has made it possible for the 
OAG to keep performance audit reports short 
and accessible for members of Parliament 
and citizens, the audit process results in the 
collection of significant amounts of information 
that, though not included in the audit report, 

may be useful to other groups of readers.
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3THEME

Annual financial statement audit practices
The OAG has a financial audit methodology that is, in all material respects, compliant with the 
Canadian Auditing Standards. This methodology is incorporated into a financial audit manual, 
which is readily available to all staff and clearly articulates the related OAG policies and guidance 
to assist with compliance with auditing standards. The manual is regularly updated, and staff 
are trained on any changes. The manual is supplemented by a suite of templates that facilitate 
performing and documenting audit work in compliance with the auditing standards. These processes 
promote consistent high-quality audits. The review team believes that there are opportunities for 
enhancements with respect to

• audit documentation,

• evaluation of business processes, and

• joint audits.

Audit documentation

We have observed that the OAG has a 
well-developed audit methodology that is 
aligned with the Canadian Auditing Standards. 
This methodology is also supported by tools, 
templates, and standardized forms with the 
intention of promoting consistency in the 
application of the methodology and guiding 
the auditors in considering all applicable audit 
objectives in gathering evidence and reaching 
audit conclusions.

In using these tools, we observed that 
documentation completed by the audit teams 
did not provide sufficient context or explanation. 
This could result from a mechanical 
completion of working paper templates as 
opposed to the audit teams fully documenting 
their considerations during execution of 
the procedures.

We noted the following examples where the 
documented audit evidence was not sufficient 
to fully explain the analyses performed by the 
audit teams:

• how the engagement leader communicated 
key decisions from the audit team’s 
discussions on fraud risks to team 
members who were not in attendance 
during the discussion;

• how the audit team rebutted the 
presumption in the Canadian Auditing 
Standards that there is a risk of material 
misstatement due to fraud in revenue 
recognition, particularly the risk of financial 
reporting fraud; and

• which rationale and mitigating factors were 
considered when concluding on whether 
internal control deficiencies identified 
during the audit were significant internal 
control deficiencies that needed to be 
reported to those charged with governance.
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Evaluation of business processes

The Canadian Auditing Standards require that 
for all annual audits, the auditor must evaluate 
the design of controls relevant to the audit and 
determine whether they have been implemented 
by performing procedures in addition to enquiry 
(such as by observation or inspection of 
supporting documentation). This understanding 
forms the basis for the auditors’ risk assessment 
and planning.

The OAG’s annual audit manual includes 
guidance that allows auditors the option 
of observing, on a rotational basis over 
three years, the flow of transactions to verify the 
implementation of relevant controls, provided 
that certain conditions are met. This guidance 

is inconsistent with the requirements of the 
auditing standards. The impact of this practice 
is minimized by the fact that many teams opt 
to follow a substantive audit approach, rather 
than relying on internal controls. Should this 
guidance option be applied, it would mean 
that the OAG conducts enquiries to determine 
the implementation of relevant controls only 
in certain financial years. There is a risk that 
enquiry alone does not identify a change in 
the business process and the related internal 
controls. During our review, we found one audit 
where this option was exercised, although it did 
not impact on the audit opinion.

Joint audits

The OAG carries out a number of joint audits, 
which involve the OAG working together with 
private audit firms and issuing a joint audit 
report. The OAG has policies and procedures 
in place for managing these audits, including 
cross review of audit files between the OAG 
and the private audit firm. However, these 
processes do not address engagement quality 
review processes across the entire audit and the 
monitoring, safe custody, integrity, accessibility, 
and retrievability of audit documentation as 
required by the CSQC 1.

We observed some aspects of these joint 
engagements where policies and procedures 
could be expanded and improved:

• The OAG and the private audit firm each 
maintain audit documentation. This 
contains the areas of the audit work that 
each auditor had completed, and the OAG’s 

documentation therefore does not include 
all of the work completed and documented 
by the private firm. There are no policy 
requirements for whether joint auditors 
will maintain and retain a single complete 
comprehensive audit file.

• Where the audit is subject to a review by 
an engagement quality reviewer (EQR), 
the EQR performs a review only of the 
documentation that is maintained by the 
OAG and does not extend this review to the 
detailed work completed and documented 
by the private firm.

• If a joint audit is selected for a practice 
review, the practice reviewer would 
review only the audit documentation that 
is in the custody of the OAG. It is our 
view that the practice review should give 
consideration to all of the work performed 
on the engagement.



I N T E R N AT I O N A L  P E E R  R E V I E W O F  T H E  O F F I C E  O F  T H E  A U D I T O R  G E N E R A L  O F  C A N A D A — 2 019

16

The impact of this is that the OAG is exposed 
to potential risk over the integrity of the audit 
documentation not in its possession. The OAG 
may not necessarily be exposed to a legal risk, 
should there be quality-related issues, but the 

reputational exposure still exists. Measures 
should be put in place to ensure that this risk 
is identified in the organization’s risk register, 
assessed for significance, and addressed 
appropriately.

Theme 3 recommendations

We recommend that the OAG should

• make audit teams aware, on an ongoing basis, of the importance of achieving 
the intent of the auditing standards when documenting their work in the working 
paper templates;

• reconsider the guidance that allows auditors to assess the implementation of 
relevant controls on a rotational basis over three years; and

• consider additional policies, guidance, and procedures specific to joint audits 
to cover processes to address the risks relating to safe custody, integrity, 
accessibility, and retrievability of audit documentation.

Reliance on internal controls for gaining audit assurance

Many SAIs adopt an approach where the preferred option is to rely on internal controls 
when the auditee’s internal control environment is sound. This approach reduces the 
extent of audit testing performed and is often a more efficient approach to gaining 
audit assurance. Another important benefit is that it supports the development of a 
strong control environment in the public sector as a sustainable foundation to good 
public finance management and governance.

S A I  G O O D  P R A C T I C E
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S A I  G O O D  P R A C T I C E

Audit of compliance with authorities

Many SAIs audit compliance with legislation as part of their mandates. The review 
team is aware of SAIs that have reflected on the uniqueness of this field of auditing 
in their methodology, with specific emphasis on matters such as theme selection, 
scoping, and materiality.

The Financial Administration Act requires all Crown corporations to incorporate 
into their annual reports an auditor’s report that includes a statement on whether 
the transactions that came to the auditor’s attention were in accordance with the 
relevant authorities. The OAG audits compliance with this requirement and includes an 
assurance opinion in the audit report on this audit requirement.

There is an opportunity for the OAG to enhance the guidance relating to auditing 
compliance with authorities, which is not part of a standard financial audit covered 
by the Canadian Auditing Standards and may involve examination of non-financial 
information. The OAG can consider reflecting in its audit manual those good practices 
related to the audit of non-financial information, such as defining the suitability of the 
subject matter and relevance of the criteria, as critical considerations in forming an 
assurance opinion in the audit of relevant authorities.

Areas of potential efficiency gains
SAIs are expected to be transparent in and accountable for how they manage their operations 
in an economical, efficient, and effective manner. Accordingly, the OAG monitors the estimated 
hours compared with the actual hours for each financial and direct engagement audit, as well as 
the percentage of audits completed within budget. We also noted that the OAG has a number of 
initiatives at a practice level to improve efficiency.

4THEME

For the annual financial statement audit 
assurance practice, we found that the reason 
why the audits exceeded the budget had been 
analyzed. The reasons related broadly to audit 
issues, errors, or unforeseen work. For the 
performance audit practice, the variance to 
budget had not been analyzed.

Another area for potential efficiency gains 
relates to the processes to finalize the report 
on performance audits. We understand, 
from interviews with OAG staff, that report 
finalization processes take a long time, involving 
several rounds of communication with audited 
entities that result in only minor adjustments 
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to the draft report, but that create additional 
internal work and additional multi-level reviews 
within the OAG. This was confirmed in the 
review of performance audit files. Given that the 
OAG is legislatively required to ensure that audit 
reports are presented in both official languages, 
every additional draft of the audit report 
demands extra time for translation.

The review team further identified potential 
efficiency gains in the area of auditing of 
compliance with authorities performed as 
part of financial audits. The OAG’s audit 
methodology requires that compliance with 
authorities form an integral part of the planning, 
execution, and reporting phases of every annual 
audit. The weight given to compliance with 
authorities varies depending on the audit team’s 

judgments regarding risk and significance. 
The methodology indicates that if provisions 
included within the template of the applicable 
compliance with authorities are relevant and 
significant, they are deemed to be in scope 
and, accordingly, the audit team designs audit 
procedures. However, the review performed on 
individual audit files showed inconsistencies in 
the application of the above requirements. We 
noted instances where audit procedures were 
performed on the in-scope provisions without 
considering the significance of the provisions 
as required by the OAG methodology. The 
impact of this is that audit work is performed 
on a number of legislative requirements that, 
during audit finalization, may be considered 
insignificant or administrative in nature.

We recommend that the OAG should continue using metrics to monitor efficiency 
more holistically and continue to review its practices to identify potential areas for 
efficiency gains. Some of these metrics focus on

• managing resource peaks by way of measuring the distribution of work and staff 
hours over the audit year and smoothing these peaks where possible;

• analyzing audit hours across audits that are of a similar nature;

• evaluating the value-add of audit procedures versus the risk that is being 
addressed and cost implications;

• monitoring overall staff utilization by month;

• analyzing workload by auditor level and audit size; and

• evaluating the value-add of current practices relating to report preparation, 
finalization, and production.

Theme 4 recommendations
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The review team further recommends that the OAG review the potentially inefficient practices 
identified above relating to the direct engagement and annual financial statement audit assurance 
practices in an attempt to optimize work processes.
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APPENDIX B:  
Response from the OAG

10 July 2019 

Mr. Thembekile Kimi Makwetu 
Auditor-General of South Africa 
300 Middel Street 
New Muckleneuk 
Pretoria 0001  
SOUTH AFRICA 

Dear Mr. Makwetu: 

Thank you for providing me with the report of the international peer review team on the design 
and implementation of the system of quality control of the Office of the Auditor General of 
Canada (OAG). I would like to recognize the team’s thorough and professional work, which was 
led by your office. We greatly appreciated the discussions that your team had with our officials 
throughout the peer review. 

We are very pleased that your team concluded that for the period under review, the OAG had 
adhered to relevant legislation and professional standards in the execution of its mandate, 
and that our system of quality control was suitably designed and effectively implemented. The 
House of Commons Standing Committee on Public Accounts has a mandate to study and report 
on all matters relating to the management and operations of the OAG. Accordingly, we will 
submit the international peer review report to that committee. 

We value opportunities to share experiences and discuss practices with our international 
colleagues. With that in mind, we would like to thank your team for sharing insights and 
practices from other supreme audit institutions. 

Yours sincerely, 

Sylvain Ricard, CPA, CA 
Interim Auditor General of Canada 
240 Sparks Street 
Ottawa, Ontario  K1A 0G6 
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