
AGO CIRCULAR NO. 1/2011
15 April 2011
To:
All Permanent Secretaries,


Chief Executive Officers of Statutory Boards and


Chairmen of Town Councils
APPOINTMENT OF AUDITOR

Background

1. The Acts of a number of public agencies (i.e. most statutory boards, all town councils and some funds) require their accounts to be “audited by the Auditor-General or by an auditor appointed annually by the Minister in consultation with the Auditor-General”.  The Government Instruction Manuals also require statutory boards to seek the Auditor-General’s concurrence when appointing an auditing firm.  

2. When the Auditor-General is not the auditor and he is consulted on the appointment of an auditor, he will give his advice based on five criteria1 which are published in the Report of the Auditor-General.

Revised Criterion
3. One of the criteria (the fifth one – see Annex A) provides for rotation of auditors and requires that the proposed auditor should not have been the auditor of the public agency concerned for the past five consecutive years. 
4. AGO has refined this criterion.  The revised criterion specifies a minimum “cooling-off” period before the auditing firm can be re-appointed. The minimum cooling-off period required is two consecutive years. When an auditing firm has audited a public agency for five years in the past, this criterion is met if the auditing firm has had a break of at least two consecutive years since or during the period covering its last five appointments.  The cooling-off period will also apply to the engagement partner for the audit. This is to address the possibility that the proposed auditing firm may employ the audit engagement partner from past audits of the public agency.
5.  The views of the Public Accounts Committee were taken into account in the revision.
6. The revised criterion2 is:


The proposed person, accounting corporation, accounting firm or accounting LLP has been the auditor of the public agency for fewer than five years, or has had a break of at least two consecutive years since or during the period covering its last five appointments. 
In addition, the proposed audit engagement partner has been the partner in charge of the public agency’s audit for fewer than five years or has had a break of at least two consecutive years since or during the period covering his last five appointments as the engagement partner.
7. Please refer to Annex B for illustrative examples on the application of the revised criterion. 

8. Annex C lists the information to be furnished by a public agency when it consults AGO on the appointment of auditor. 
Effective Date
9. AGO will apply the revised criterion with effect from 15 June 2011.   

Clarification
10. Please email AGO_Email@ago.gov.sg if you need clarification on the above.
MAVIS HOONG
DEPUTY AUDITOR-GENERAL

for AUDITOR-GENERAL

____________________

1 The criteria are reproduced in the first column of Annex A.
2 Please refer to Annex A for the criteria for appointment of auditors and the changes
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Illustration on Application of Revised Criterion for Rotation of Auditors and Audit Engagement Partners

Annex B

The table below illustrates how the revised criterion on rotation of auditors would work. The illustration is also applicable for audit engagement
partners.

For this illustration, Auditing Firm A is the auditor who is seeking re-appointment and Auditing Firm X is any auditor other than Auditing Firm A.

more years i.e. until Year 10.

Auditor A can be
appointed for up to
another 5 years from
Years 6 to 10.

Yearl] Year2 | Year3 | Year4 | Year5 | Year6 | Year7 | Year8 | Year9 | Year 10| Year 11| Year 12] Year 13| Year 14| Year 15
A A A A A X X A A A A A X X A
. e —| - g g g
Auditor A was appointed for 5 consecutive Cooling-off After the cooling-off period, Auditor A can
years and must observe a 2-year cooling-off period be appointed for up to another 5 years
period from Year 6 to Year 7. (need not be consecutive 5 years).
Year 1] Year2 | Year3 | Year4 | Year5 | Year6 | Year7 | Year8 | Year9 | Year 10| Year 11| Year 12| Year 13| Year 14| Year 15
A A A A X A X X A A A A A X X
A A A X A A X X A A A A A X X
— | — —
Auditor A was appointed for 5 years but did not Cooling-off After the cooling-off period, Auditor A can
take a break of at least 2 consecutive years in period be appointed for up to another 5 years
that period. It must observe a 2-year cooling-off (need not be consecutive 5 years).
period from Year 7 to Year 8.
Yearl] Year2 | Year3 | Year4 | Year5 | Year6 | Year7 | Year8 | Year9 | Year 10| Year 11| Year 12] Year 13| Year 14| Year 15
A A A X X A A A A A X X A A A
N — - N . ~ J
Auditor A was appointed for 5 years but there is a 2-year After the cooling-off Cooling-off
break in that period. Therefore, it can be re-appointed for 3 period (Years 4 and 5), period

If an auditing firm meets the revised criterion but its audit engagement partner does not satisfy the revised criterion, the Auditor-General will
not support the appointment of the auditing firm to be the auditor.
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Annex C


The information to be furnished to AGO is as follows, with the changes underlined:


INFORMATION TO FURNISH TO AGO ON PROPOSED AUDITOR


1. The proposed person, accounting corporation, accounting firm or accounting LLP; and the proposed audit engagement partner.


2. A declaration by the proposed person, accounting corporation, accounting firm or accounting LLP (see Annex C1 for the format of declaration)  that:


(i) If the entity subject to audit were to be a company registered under the Companies Act, the proposed person/accounting firm/corporation/LLP would not be precluded by the Companies Act (Cap. 50, 2006 Revised Edition) from acting as its auditor;


(ii) 

The proposed person, any existing director/partner of the accounting corporation, accounting firm or accounting LLP has not been suspended from practice or has not been de-registered, during the last five years, under section 38, 52 or 53 of the Accountants Act (Cap. 2, 2005 Revised Edition) or the equivalent sections of the predecessor Act.  


(iii) 
The proposed person, any existing director/partner of the accounting corporation, accounting firm or accounting LLP has not been inflicted with a penalty, fine or censure, during the last three years, under section 52 or 53 of the Accountants Act or the equivalent sections of the predecessor Act.


(iv) The proposed person, any existing director/partner of the accounting corporation, accounting firm or accounting LLP has not, in the past five years, been found by a Court to have been professionally negligent or to have failed to exercise due care in an audit.


(v) All the requirements of the “Code of Professional Conduct and Ethics” spelled out in the Accountants (Public Accountants) Rules have been met.

If criterion (ii), (iii) or (iv) is not fulfilled, in respect of the person/director/partner who has been disciplined under section 38 or 52 of the Accountants Act [criteria (ii) and (iii)] or found by a Court to have been professionally negligent or to have failed to exercise due care in an audit [criterion (iv)], please provide a declaration that the person/director/partner will not be  involved in the proposed audit in any way (e.g. engagement partner, concurring partner or member of the technical panel for audit of the public agency).


3. A listing obtained from ACRA of all the partners or directors of the accounting corporation, accounting firm or accounting LLP, as the case may be.  This listing should be dated within six months of submission to AGO and should be accompanied by a list of changes since the date of the listing and a confirmation by a partner or director as to the completeness and accuracy of the listings as at the date of submission.


4. A list of the auditors and audit engagement partners of the public agency for each of the last seven financial years.
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Annex C1

DECLARATION IN RELATION TO APPOINTMENT OF AUDITOR FOR [STATUTORY BOARD/ TOWN COUNCIL/ FUND*]

We hereby declare that:


		(i) If the [Name of Statutory Board/Town Council/Fund*] were to be a company registered under the Companies Act, we would not be precluded by the Companies Act (Cap. 50, 2006 Revised Edition) from acting as its auditor;




		 FORMDROPDOWN 




		(ii) None of our  FORMDROPDOWN 
 has been suspended from practice or has been de-registered during the last five years, under section 38, 52 or 53 of the Accountants Act (Cap. 2, 2005 Revised Edition) or the equivalent sections of the predecessor Act;




		 FORMDROPDOWN 




		(iii) None of our  FORMDROPDOWN 
 has been inflicted with a penalty, fine or censure, during the last three years, under section 52 or 53 of the Accountants Act or the equivalent sections of the predecessor Act;




		 FORMDROPDOWN 




		(iv) None of our  FORMDROPDOWN 
, in the past five years, has been found by a Court to have been professionally negligent or to have failed to exercise due care in an audit; and




		 FORMDROPDOWN 




		(v) We have met all the requirements of the “Code of Professional Conduct and Ethics” spelled out in the Accountants (Public Accountants) Rules.




		 FORMDROPDOWN 






2.* With regard to criterion [(ii) / (iii) / (iv)]*, we declare that the affected persons/directors/partners will not be involved in the proposed audit in any way. These affected persons/directors/partners are:

- [Insert full name]

- [Insert full name]

- [Insert full name]

[Signature]

[Name]

[Designation]

[Name of person/ accounting corporation / firm / LLP]

[Date]


*Delete where appropriate
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Annex A


CRITERIA FOR APPOINTMENT OF AUDITORS 


		Existing Criteria

		Criteria w.e.f. 15 June 2011





		(i) The proposed person, accounting corporation, accounting firm or accounting limited liability partnership (LLP) is not precluded by the Companies Act (Cap. 50, 2006 Revised Edition) from acting as auditor of a company.




		(No change.)



		(ii) 
The proposed person, or all the directors/partners of the accounting corporation, accounting firm or accounting LLP have not been suspended from practice or have not been de-registered, during the last five years, under section 38, 52 or 53 of the Accountants Act (Cap. 2, 2005 Revised Edition) or the equivalent sections of the predecessor Act.  




		(No change.)



		(iii) 
The proposed person, or all the directors/partners of the accounting corporation, accounting firm or accounting LLP have not been inflicted with a penalty, fine or censure, during the last three years, under section 52 or 53 of the Accountants Act or the equivalent sections of the predecessor Act.




		(No change.)



		(iv) 
The proposed person, or all the directors/partners of the accounting corporation, accounting firm or accounting LLP have not, in the past five years, been found by a Court to have been professionally negligent or to have failed to exercise due care in an audit.




		(No change.)



		(v) 
The proposed person, accounting corporation, accounting firm or accounting LLP has not already been the auditor of the statutory board concerned for the past five consecutive years.



		The proposed person, accounting corporation, accounting firm or accounting LLP has been the auditor of the public agency for fewer than five years, or has had a break of at least two consecutive years since or during the period covering its last five appointments. 

In addition, the proposed audit engagement partner has been the partner in charge of the public agency’s audit for fewer than five years or has had a break of at least two consecutive years since or during the period covering his last five appointments as the engagement partner.






