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1. What is the effective date of the Guide?
The Guide for Registered Auditors: Engagements on Attorneys Trust Accounts (the Guide) was issued on 28 February 2014. The Guide states that "it is effective for engagements commencing on or after 1 March 2014", as the Independent Regulatory Board for Auditors (IRBA) could not have made the application of the Guide effective prior to its issue. The Guide, however, applies to all engagements on attorneys trust accounts and the related auditor's reports issued subsequent to 1 March 2014. 
2. What is the status of the SAICA Guide?

The SAICA Guide, Guidance for Auditors: The Audit of Attorneys' Trust Accounts in terms of the Attorneys Act, No 53 of 1979, and applicable Rules of the Provincial Law Societies has been withdrawn. The procedures and the Internal Control Questionnaire in the SAICA Guide are out of date and no longer suitable for use by registered auditors in engagements on attorneys trust accounts. 
3. Why must auditors apply the Guide?

a. Attention is drawn to the status and authority on page 4 of the Guide, and the recently issued Status and Authority of Quality Control, Auditing, Review, Other Assurance, and Related Services Pronouncements, wherein it states:

"In terms of section 1 of the Auditing Profession Act, No 26 of 2005 (the Act), a Guide is included in the definition of "auditing pronouncements" and in terms of the Act, the auditor must, in the performance of an audit, comply with those standards, practice statements, guidelines and circulars developed, adopted, issued or prescribed by the Regulatory Board".

b. All auditors undertaking such engagements must apply the guidance in the Guide, which is based on ISAE 3000, Assurance Engagements Other than Audits or Reviews of Historical Financial Information, to meet the requirements of the applicable Rules of the Provincial Law Societies and in order to be able to issue the new format of auditor's report (Appendices 4 and 5). 

The Law Society of South Africa and all Provincial Law Societies in South Africa have drawn the attention of all attorneys to the issue of the Guide and advised the attorneys' firms that they are required to complete the Attorney's Annual Statement on Trust Accounts (Appendix 6), which is to be submitted together with the auditor's report to the relevant Provincial Law Society. 

The illustrative auditor's reports and the Attorney's Annual Statement on Trust Accounts in the Guide are already included in the Appendices to the Draft Uniform Rules, prepared by the Law Society of South Africa, which have been approved by the individual Provincial Law Societies and referred to the Judges President of each Division of the High Court for final approval. 

c. Inspections of auditor's engagement files will consequently be performed based on the Guide and the auditor's report contained therein.
4. Do the Attorneys' Financial Statements (business accounts) need to be audited?

Auditors and attorneys have queried whether the attorneys' firm's financial statements (sometimes referred to as the audit of the business accounts) need to be audited. Paragraph 25 of the Guide clarifies this and states:

"There is no requirement in the Act or the Rules for an attorney's financial statements to be audited. Such requirement may emanate from another Act, such as the Companies Act. However, an auditor is required by the Rules to undertake an engagement on the compliance of attorneys trust accounts with the Act and the Rules, whether or not an audit is conducted on the financial statements".

It is expected, however, that where the financial statements are audited, the audit will be performed in accordance with the International Standards on Auditing (ISAs).
5. Handling of Reportable Irregularities 

Where an auditor has reason to believe a reportable irregularity has occurred or exists, by reason of that auditor's access to the attorney's business accounts, in the course of the auditor's engagement on the attorneys trust accounts, albeit the auditor is not appointed to audit the financial statements of the attorney, the obligation to report to the IRBA none-the-less arises. An auditor's responsibility is clarified in paragraphs 24, 26 and 27 of the Guide, which state:

"24. The Rules require a firm of attorneys to appoint a registered auditor to discharge the duties assigned to the auditor in terms of the Rules. This 'appointment' constitutes the 'auditor of the entity' contemplated in section 44(1)(a) of the Auditing Profession Act, 2005. 

26. The auditor undertaking an engagement on an attorney's trust accounts requires access to the accounting records relative to the attorney's business and trust account transactions for the purpose of evaluating whether the attorney's trust accounts were maintained in compliance with the Act and Rules. 

27. An auditor accepting an engagement to report on attorneys trust accounts obtains an understanding of the Act and the Rules and the engagement circumstances. The auditor is reminded of the additional risk and work that may be involved in undertaking such an engagement when an audit has not been performed on the financial statements and the auditor may, as a consequence, need to perform additional procedures to obtain an audit level of knowledge of the business transactions that impact on the trust accounts". 

Section 45(5) of the Auditing Profession Act, 2005, states:

"a registered auditor may carry out such investigations as the registered auditor may consider necessary. The registered auditor must have regard to all the information which comes to the knowledge of the registered auditor from any source".

An illustrative paragraph for reportable irregularities for inclusion in the auditor's engagement letter is included in Appendix 2 of the Guide. Illustrative wording, where a reportable irregularity has been reported as continuing, is contained in paragraph 78 and indicated in the illustrative auditor's reports in Appendices 4 and 5 of the Guide. 
6. Signing of the Attorney's Annual Statement on Trust Accounts

It has been asked if all the partners of the attorneys' firm are required to sign the Attorney's Annual Statement on Trust Accounts. This is a decision that each attorney's firm will need to make as it represents an acknowledgement that each attorney in that firm has complied with the relevant Provincial Law Societies' Rules. The attorney's firm may decide to delegate this responsibility to certain partners or may require all partners to sign. 
7. Editorial corrections to the Guide

a. A minor editorial correction has been made in the Attorney's Annual Statement on Trust Accounts in Appendix 6 of the Guide, due to a duplication of paragraphs 2(g) and 2(h) - both now deleted, which were repeated in paragraphs 2(i) and 2(j). Paragraphs 2(j) to (m) have been renumbered. The IRBA apologises for any inconvenience arising. 

b. A further correction has been made to the Attorney's Annual Statement on Trust Accounts, in the second table under section 4, "Information extracted from the trust accounting records". The last column "At period/year end" has been separated into two columns, "At period end" and "At year end".

The Provincial Law Societies are requested to advise their attorneys accordingly.

The Guide is available in both PDF and Word formats and may be downloaded from the IRBA website: www.irba.co.za. Should you have any further queries or experience any technical difficulties in downloading the documents please do not hesitate to contact the Standards Department at +27 (0)87 940 8800 or send an email to standards@irba.co.za.
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