
Fundamental Principles of 
Financial Auditing(ISSAI 200) 

1. PURPOSE AND AUTHORITY OF THE FUNDAMENTAL PRINCIPLES OF 
FINANCIAL AUDITING 
ISSAI 200 provides the fundamental principles for an audit of  inancial 
statements prepared in accordance with a  inancial reporting 
framework. ISSAIs 1000 to 1810 on  inancial audits may be applied as 
appropriate to these responsibilities. 
The principles in ISSAI 200 can be used in three ways: 

• as a basis on which to develop standards, 
• as a basis on which to adopt consistent national standards, 
• as a basis for adoption of the Financial Audit Guidelines as the 

authoritative standards. 
 

2. FRAMEWORK FOR FINANCIAL AUDITING 
The purpose of an audit of  inancial statements is to enhance the degree 
of con idence of intended users in the  inancial statements. This is 
achieved through the expression of an opinion by the auditor as to 
whether the  inancial statements are prepared, in all material respects, 
in accordance with an applicable  inancial reporting framework, or – in 
the case of  inancial statements prepared in accordance with a fair 
presentation  inancial reporting framework – whether the  inancial 
statements are presented fairly, in all material respects, or give a true 
and fair view, in accordance with that framework. Laws or regulations 
binding public-sector audit organizations may prescribe other wordings 
for this opinion. An audit conducted in accordance with standards based 
on the INTOSAI Fundamental Principles of Financial Auditing and 
relevant ethical requirements will enable the auditor to express such an 
opinion. 
 
ISSAI 200 is based on the following objectives: 
a) To obtain reasonable assurance about whether the  inancial 
statements as a whole are free from material misstatement, whether 
due to fraud or error, thereby enabling the auditor to express an 
opinion on whether the  inancial statements are prepared, in all 



material respects, in accordance with an applicable  inancial reporting 
framework; and 
b) To report on the  inancial statements, and communicate the result of 
the audit, in accordance with the auditor’s  indings. 
 

3. Preconditions for an audit of  inancial statements in accordance 
with the ISSAIs 

• The  inancial reporting framework used for preparation of the  inancial 
statements is deemed to be acceptable by the auditor. 

• The management of the entity acknowledges and understands its 
responsibility: 

ü For preparation of the  inancial statements in accordance with the 
applicable  inancial reporting framework. 

ü For such internal control that management deems necessary for the 
preparation of  inancial statements that are free from material 
misstatement, whether due to fraud or error; and 

ü To provide the auditor with unrestricted access to all information of 
which it is aware and that is relevant to the preparation of the  inancial 
statements. 
 

• A complete set of  inancial statements for a public-sector entity, when 
prepared in accordance with a  inancial reporting framework for the 
public sector, normally consists of: 

ü a statement of  inancial position; 
ü a statement of  inancial performance; 
ü a statement of changes in net assets/equity; 
ü a cash  low statement; 
ü a comparison of budget and actual amounts. 
ü notes, comprising a summary of signi icant accounting policies and 

other explanatory information. 
ü In certain environments a complete set of  inancial statements may also 

include other reports, such as reports on performance and 
appropriation reports. 

• If the  inancial statements are prepared in accordance with a framework 
for other accounting bases, such as modi ied accrual or a cash basis, a 
complete set of  inancial statements may not include all of the above. 
Frameworks prescribed by law or regulation will often be deemed 
acceptable by the auditor. However, even if deemed unacceptable, such 
a framework may be allowable if: 



ü the management agrees to provide the necessary additional disclosures 
in the  inancial statements to avoid their being misleading; and 

ü the auditor’s report on the  inancial statements includes an Emphasis of 
Matter paragraph drawing users’ attention to such additional 
disclosures. 
 

• Acceptable  inancial reporting frameworks normally exhibit certain 
attributes that ensure that the information provided in the  inancial 
statements is of value to the intended users: 

ü Relevance – the information provided in the  inancial statements is 
relevant to the nature of the audited entity and the purpose of the 
 inancial statements; 

ü Completeness – no transactions, events, account balances or disclosures 
that could affect on collusions based on the  inancial statements are 
omitted; 

ü Reliability – the information provided in the  inancial statements: 
(i) where applicable, re lects the economic substance of events and 
transactions and not merely their legal form; and 
(ii) results, when used in similar circumstances, in reasonably 
consistent evaluation, measurement, presentation and disclosure; 

ü Neutrality and objectivity – the information in the  inancial statements 
is free from bias; 

ü Understandability – the information in the  inancial statements is clear 
and comprehensive and not open to signi icantly diverse 
interpretations. 
 
4. ELEMENTS OF FINANCIAL AUDITING 

a. An auditor; The responsible party is normally the executive branch of 
government and/or its underlying hierarchy of public-sector entities 
responsible for the management of public funds, the exercise of 
authority under the control of the legislature, and the content of the 
 inancial statements. These bodies are expected to manage resources 
and exercise authority in accordance with the decisions and premises of 
the legislature.  

b. A responsible party;  legislators represent the citizens, who are the 
ultimate users of  inancial statements in the public sector. The 
“intended user” is primarily the parliament, which represents the 
citizens by making decisions and determining the priorities of public 
 inance and the purpose and content of spending and income as part of a 



public democratic process. The legislature’s decisions and premises may 
form the basis of the broader perspective of  inancial audit in the public 
sector. For public-sector entities, legislators and regulators are often the 
primary users of their  inancial statements. 

c. Intended users; the responsible party and the intended users may be 
from the same public-sector entities or from different bodies. In the  irst 
scenario, the supervisory board of a governmental structure may seek 
assurance about information provided by the management board of the 
same public sector entity. The relationship between the responsible 
party and the intended users needs to be viewed within the context of 
the speci ic engagement and may differ from more traditionally de ined 
lines of responsibility. 
 
5. PRINCIPLES OF FINANCIAL AUDITING 

General principles Principles related to the audit 
process 

Ethics and independence 
Quality control 
Engagement team management 
and skills 
Audit risk 
Professional judgment and 
professional skepticism 
Materiality 
Communication 
Documentation  

Agreeing on the terms of the 
engagement 
Planning 
Understanding the audited entity 
Risk assessment 
Responses to assessed risks 
Considerations relating to fraud 
in an audit of  inancial 
statements 
Going-concern considerations 
Considerations relating to laws 
and regulations in an audit of 
 inancial statements 
Audit evidence 
Consideration of subsequent 
events 
Evaluating misstatements 
Forming an opinion and 
reporting on the  inancial 
statements 

 
 
 



6. Elements required in the auditor’s report 
The auditor’s report should be in written form and contain the following 
elements: 

• A title that clearly indicates that it is the report of an independent 
auditor. 

• An introductory paragraph that (1) identi ies whose  inancial 
statements have been audited, 
(2) states that the  inancial statements have been audited, (3) identi ies 
the title of each 
statement comprising the  inancial statements, (4) refers to the 
summary of signi icant accounting policies and other explanatory 
information, and (5) speci ies the date or period covered by each 
 inancial statement comprising the  inancial statements. 

• A section with the heading “Management’s responsibility for the 
 inancial statements”, stating that the management is responsible for 
the  inancial statements in accordance with the applicable  inancial 
reporting framework and for internal controls to enable the preparation 
of  inancial statements that are free from material misstatement, 
whether due to fraud or error. 

• A section with the heading “Auditor’s responsibility”, stating that the 
responsibility of the auditor is to express an opinion based on the audit 
of the  inancial statements, and describing an audit as involving 
procedures to obtain audit evidence about the amounts and disclosures 
in the  inancial statements, the procedures selected being dependent on 
, the risks of material misstatement of the  inancial statements, whether 
due to fraud or error. In making the risk assessment, the auditor should 
consider internal controls relevant to the entity’s preparation of the 
 inancial statements and design audit procedures that are appropriate 
in the circumstances. 

• A section with the heading “Opinion” which should use one of the 
following equivalent phrases when expressing an unmodi ied opinion 
on the  inancial statements prepared in accordance with a fair 
presentation framework: 
o The  inancial statements present fairly, in all material respects,… in 
accordance with [the applicable reporting framework]; or 
o The  inancial statements give a true and fair view of … in accordance 
with [the applicable  inancial reporting framework]. 

• If required, or as determined by the auditor, a section with the heading 
“Report on other legal and regulatory requirements” or otherwise as 



appropriate to the content of the section, addressing other reporting 
responsibilities in the auditor’s report on the  inancial statements that 
are in addition to the requirement to report on the  inancial statements. 

• The auditor’s signature. 
• The date on which the auditor obtained suf icient appropriate evidence 

on which to base the auditor’s opinion on the  inancial statements, 
including evidence that: 

ü all the statements comprising the  inancial statements, including the 
related notes, have been prepared; and 

ü those with the recognized authority have asserted that they take 
responsibility for the  inancial statements. 
 
7. Audits of  inancial statements prepared in accordance with 
special-purpose frameworks 

• The auditor is required to determine the acceptability of the  inancial 
reporting framework that was applied when preparing the  inancial 
statements. In an audit of special-purpose  inancial statements, the 
auditor should obtain an understanding of: 

ü the purpose for which the  inancial statements are prepared; 
ü the intended users; and 
ü the steps taken by management to determine that the applicable 

 inancial reporting framework is acceptable in the circumstances. 
• In planning and performing an audit of special-purpose  inancial 

statements, the auditor should determine whether the circumstances of 
the engagement require special consideration to be given to application 
of the ISSAIs. When forming an opinion and reporting on special-
purpose  inancial statements, the auditor should comply with the same 
requirements as for general-purpose  inancial statements. The auditor’s 
report on special-purpose  inancial statements should: 

ü describe the purpose for which the  inancial statements have been 
prepared; and 

ü make reference to the management’s responsibility for determining that 
the applicable  inancial reporting framework is acceptable in the 
circumstances where the management has a choice of frameworks to 
use in preparing the  inancial statements. 


