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PRACTICE NOTE 250

 
 CONSIDERATION OF LAwS AND REGULATIONS IN AN AUDIT OF FINANCIAL STATEMENTS  

1 All Practice Notes are considered together with ISSAI 1000 “General Introduction to the INTOSAI Financial Audit Guidelines.”

Practice Note1 to International Standard on Auditing (ISA) 250 

Consideration of Laws and Regulations  
in an Audit of Financial Statements 

background

This Practice Note provides supplementary guidance on ISA 250 – Consideration of Laws and Regula-
tions in an Audit of Financial Statements. It is read together with the ISA. ISA 250 is effective for audits 
of financial statements for periods beginning on or after December 15, 2009.  
The Practice Note is effective the same date as the ISA.

Introduction to the ISA 
ISA 250 deals with the auditor’s responsibility to consider laws and regulations in an audit of financial 
statements. The ISA does not apply to other assurance engagements in which the auditor is specifically 
engaged to test and report separately on compliance with specific laws or regulations.

Content of the Practice Note
P1. The Practice Note provides additional guidance for public sector auditors related to:
 (a) Overall Considerations. 
 (b) The Auditor’s Consideration of Compliance with Laws and Regulations.
 (c) Reporting of Identified or Suspected Non-Compliance.

Applicability of the ISA in Public Sector Auditing

P2.  ISA 250 is applicable to auditors of public sector entities in their role as auditors of financial 
statements.

Additional Guidance on Public Sector Issues 

P3.  ISA 250 contains application and other explanatory material with considerations specific to  
public sector entities in paragraphs A6 and A20 of the ISA.
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2 ISSAI 4000, “General Introduction to Guidelines on Compliance Audit.”
3 ISSAI 4200, “Compliance Audit Guidelines Related to Audit of Financial Statements.”

Overall Considerations
P4.  The objectives of a financial audit in the public sector are often broader than expressing an  

opinion whether the financial statements have been prepared, in all material respects, in accor-
dance with the applicable financial reporting framework (i.e. the scope of the ISAs) as noted in 
paragraph A6 of the ISA. The audit mandate, or obligations for public sector entities, arising from 
legislation, regulation, ministerial directives, government policy requirements, or resolutions of 
the legislature may result in additional objectives. These additional objectives may include audit 
and reporting responsibilities relating to reporting whether public sector auditors found non-
compliance with authorities including budget and accountability. However, even where there are 
no such additional objectives, there may be general public expectations in regard to public sector 
auditors’ reporting of non-compliance with authorities. Therefore, public sector auditors keep 
such expectations in mind, and are alert to instances of non-compliance. 

P5.  In the public sector, consideration of compliance with laws and regulations often has a broader 
scope than that set out in the ISA. This broader scope may, for example, include additional 
responsibilities for expressing a separate opinion as to the entity’s compliance with laws and 
regulations. These additional responsibilities, and related audit and reporting objectives, are dealt 
with in the INTOSAI Compliance Audit Guidelines (ISSAI 40002 and 42003). Public sector  
auditors with such additional responsibilities consider ISSAIs 4000 and 4200.

P6.  As noted in paragraph 2 of the ISA, the effect of laws and regulations on the financial statements 
varies considerably. In the public sector there may, for instance, be specific laws and regulations 
on how to distribute grants and subsidies from an agency that will have a direct impact on the 
financial statements. The financial reporting framework may often also include information such 
as a budget report, appropriation report, or performance report. When the financial reporting 
framework includes such information, public sector auditors may need to consider specific laws 
and regulations that may have a direct or indirect effect on such information.

P7.  when public sector auditors have a broader mandate as noted in paragraph A6 of the ISA and 
paragraph P4 above, public sector auditors take care to ensure that where matters come to their 
attention in respect of such additional responsibilities, these findings are considered under the 
framework of the ISA to assess their potential impact on the financial statements and the auditor’s 
report thereon.

The Auditor’s Consideration of Compliance with Laws and Regulations
P8.  when considering the requirements in paragraph 15 of the ISA, public sector auditors may also 

take into account findings related to non-compliance with laws and regulations from other types 
of audit activities undertaken by the public sector audit organization such as performance audits.
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Reporting of Identified or Suspected Non-Compliance
P9.  In addition to the requirement to report to those charged with governance as stated in paragraph 

22 of the ISA, some public sector auditors communicate all identified instances of non-compli-
ance with laws and regulations, even those that are clearly inconsequential. Some public sector 
audit organizations can, according to the audit mandate, order the entity to correct any instances 
of non-compliance with laws and regulations. In such cases, especially where there is an element 
of subjectivity in interpreting laws and regulations, public sector auditors consider whether  
exercising this authority may impair their independence and, if so, take appropriate action to 
avoid such impairment. 

P10.  when considering the requirement of paragraph 28 of the ISA public sector auditors may also  
determine whether such responsibilities include reporting separately to the legislature and/or 
other relevant authorities such as prosecutors, the police and (if relevant to legislation) affected 
third parties.




