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INTRODUCTION

§3l8:

Professional standards and guidelines are essential for the credibility, quality
and professionalism of public-sector auditing. The International Standards of
Supreme Audit Institutions (ISSAls) developed by the International Organisation
of Supreme Audit Institutions (INTOSAI) aim to promote independent and
effective auditing by supreme audit institutions (SAls) and support the members
of INTOSAI in the development of their own professional approach in accordance

with their mandates and with national laws and regulations.

3300050@39?3 sp@qpo(Professwnal Standards)§ccoeoag§qp (Guidelines)

oap_o [§ |83 mc(po:oqc:omeaoz@c: (Public Sector Auditing) 3weol o?@e

[o] . C C C

@osmoz%CQ(Credibility)l @qé@eog:a@(Quahty@c og|e:0y|ce(Professionalism)

ﬁ@qzo%:raogﬁ eﬁ@@cﬁc\%@&ﬂwéu 3§éoomoooqc oo:q"oq qp":s@{g (INTOSAl¢

L L

QG@L:or%zmdgesaoéeaooéao%ooozeooo o>3qc:o>®smogquza3m§oqep_3% Eonomod

(ISSAIs):Dp_S o>oq8:o><5q|[8é'aqu:(SAIs)sae§[§§ cgo%méejogeqocﬁeooocbo)eaozeq:
C\Qécg%:q_p: C\?éeaooémo%éeo)c;q:ga@f: INTOSAI sfagoocciqp:sgo: qf::o%%ééeﬁ
Roesaqp: (Laws) §é:go@3qp: (Regulations) §cf: aggcfzsaoczmqp: (Mandates)

<

:}aésep_o s@mo%o&oagﬁepsnézmée §p_5:co§: (Professional Approach) qp:o%
3 L
5093 or%ogor% q@msaa)o@moogc sraeooomsaoo@ §cq§ qp_SaoS(ﬂoap_Su

G

ISSAI 100 - Fundamental Principles of Public-Sector Auditing provides the
fundamental principles for public-sector auditing in general and defines the
authority of the ISSAIls. ISSAI 300 - Performance Audit Principles builds on and
further develops the fundamental principles of ISSAI 100 to suit the specific
context of performance auditing. ISSAl 300 should be read and understood in

conjunction with ISSAI 100, which also applies to performance auditing.



JII

’\)II

@8 o) <‘§ mcgp@o%cao:@é:e%&qos@e@ée@ (Fundamental Principles of
Public Sector Auditing) ISSAI-100 :Dé ISSAls 32§ Qﬁ?gégéqp:o% ooo%@cfaeo:@:

o

@ oS °[§°° Q @ ° @c Q.09 3
@DR(L)C(T)QDO)’JG]_Co@@G@o C:;GDO&OO 306 9(339 () 00@9(3060 OODEII C\)OC§

Gaoocg_mgo)cneaozeq:s@e@foﬁf (Performance Audit Principles) ISSAI-300 322

000c8:6507EQ0Y0 00680262009 3980039@@35"39 &:a3058c068 I1SSAI-100
T §° 8 hid °q @ ° 61"?0 T & 61§

(o] <

oh@e@écl?qp: (Fundamental Principles of 1SSAI-100) 030l oogog&s@[@ooozo’]

L
< N

oop_gu ISSAI-300 @02 ISSAI-100 O cgéc%:eaoof:aoogf @@G@O:@E:G@ogor%
o, C e . ..S . 0¢ N N NoaS

PA{|epRIeIgPiss Jors0nd(oprgaolep

ISSAI 300 - Performance Audit Principles consists of three sections.

(a) The first section establishes the framework for performance auditing and

for reference to the relevant ISSAIs.

(b)  The second section consists of the general principles for performance
audit engagements that the auditor should consider prior to

commencement and throughout the audit process.

(c) The third section contains principles of relevance to the main stages of

the audit process itself.

Each principle is followed by a brief explanation.
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PURPOSE AND AUTHORITY OF THE PERFORMANCE AUDIT PRINCIPLES
apScseaonigndeodesoicqancgdogp:el qpdgudgndss segéasnam
This document seeks to establish a common understanding of the nature of
performance auditing, including the principles to be applied to achieve a high
standard of audit. INTOSAI members are encouraged to develop or adopt
authoritative standards consistent with ISSAls 100 and 300 and to also take into
account the INTOSAI standards and guidance on performance auditing in ISSAls
3000-3899 and GUIDs 3900-3999. The ISSAls 3000 - 3899 provide performance

audit standards for SAls that have chosen to adopt the ISSAls as their

authorative standards.
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Pronouncements for performance auditing should reflect the need for flexibility
in the design of individual engagements, for auditors to be receptive and

creative in their work and for professional judgement at all stages of the audit

process.

Q<. N Q JRS..08 Q
C\?OC:?‘,G@’JCQ.(DG ®®Gaoo[§c “i GTJ UJSTJ cOC on? @§G@£DQIO’)QP‘,
(Pronouncements) &)é (DOSG@S&I?E{IDSGQG§[§CSZ C\?(SC%S%EU&EI 8US(YI?SG(D’JCSQPS



G

C c 9 0¢c CO (o] CoOC ¢ € < NP
@g Ov?d)gt%CgGSﬂ.G].I 3’3@&9@3&{]’33(@ C\)(YDQ&UCQ z?(; ®®G®3@618C\POC§3®8

C C o C C .
ooo:ec&pmogc s@ooooopjoaocep ags@oo:ﬂmqp: (Professional Judgement)

q@cﬁ%éeoeq 39080'3 006308 eooo%?s;ﬁzo%eraog(ﬁ eeooéao%q@ °{)o°>093 @5(\;05
e@oc:cgoa@o:eoeﬁ, cxgaaodba@u

INTOSAI recognises that SAls have contrasting mandates and work under
different conditions. Due to the varied situations and structural arrangements of
SAls, not all auditing standards or guidelines can apply to all aspects of their
work. SAls therefore have the option of developing authoritative standards that
are either based on or consistent with the Performance Audit Principles. If an SAl

chooses to base its standards on these principles, those standards should

correspond to these principles in all applicable and relevant respects.
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Where an SAl’s auditing standards are based on or consistent with the
Performance Audit Principles, these may be referred to by stating: ... We
conducted our audit[s] in accordance with [standards], which are based on [or
consistent with] ISSAI 100 - Fundamental Principles of Public-Sector Auditing

and ISSAI 300 Performance Audit Principles of the International Standards of
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Supreme Audit Institutions. The reference may be included in the audit report or
communicated by the SAl in a more general form covering a defined range of

engagements.
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SAls may choose to adopt the Performance Audit Standards (ISSAI 3000 - 3899)
as the authoritative standards for their work. Where an SAIl has chosenso to
adopt these standards, it must comply with them in all relevant respects.
Reference in this case may be made by stating: ... We conducted our
[performance] audit[s] in accordance with the International Standards of

Supreme Audit Institutions [on performance auditing].
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DEFINITION OF PERFORMANCE AUDITING (cpdc§sesondgmigodesosglen 38glod
ge0310%)

9.

@II

10.

As carried out by SAls, performance auditing is an independent, objective and
reliable examination of whether government undertakings, systems, operations,
programmes, activities or organisations are operating in accordance with the
principles of economy, efficiency and effectiveness and whether there is room for
improvement.
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Performance auditing seeks to provide new information, analysis or insights and,

where appropriate, recommendations for improvement. Performance audits

deliver new information, knowledge or value by:

« providing new analytical insights (broader or deeper analysis or new

perspectives);
+ making existing information more accessible to various stakeholders;

« providing an independent and authoritative view or conclusion based on

audit evidence;
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+ providing recommendations based on an analysis of audit findings.
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11.

The principles of economy, efficiency and effectiveness can be defined as

follows:
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The principle of economy means minimising the costs of resources. The
resources used should be available in due time, in and of appropriate

quantity and quality and at the best price.

The principle of efficiency means getting the most from the available
resources. It is concerned with the relationship between resources employed

and outputs delivered in terms of quantity, quality and timing.

The principle of effectiveness concerns meeting the objectives set and

achieving the intended results.
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Performance audits often include an analysis of the conditions that are
necessary to ensure that the principles of economy, efficiency and effectiveness
can be upheld. These conditions may include good management practices and
procedures to ensure the correct and timely delivery of services. Where
appropriate, the impact of the regulatory or institutional framework on the
performance of the audited entity should also be taken into account.
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OBJECTIVES OF PERFORMANCE AUDITING (cpScéiesonlgode odesoiglen gpdgod

3103)

12.

OJII

The main objective of performance auditing is constructively to promote
economical, effective and efficient governance. It also contributes to

accountability and transparency.
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Performance auditing promotes accountability by assisting those with

governance and oversight responsibilities to improve performance. It does this

by examining whether decisions by the legislature or the executive are efficiently
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and effectively prepared and implemented, and whether taxpayers or citizens
have received value for money. It does not question the intentions and decisions
of the legislature, but examines whether any shortcomings in the laws and
regulations or their way of implementation have prevented the specified
objectives from being achieved. Performance auditing focuses on areas in which
it can add value for citizens and which have the greatest potential for
improvement. It provides constructive incentives for the responsible parties to
take appropriate action.
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Performance auditing promotes transparency by affording parliament, taxpayers
and other sources of finance, those targeted by government policies and the
media an insight into the management and outcomes of different government
activities. It thereby contributes in a direct way to providing useful information
to the citizen, while also serving as a basis for learning and improvements. In
performance auditing, SAls are free to decide, within their mandate, what, when
and how to audit, and should not be restrained from publishing their findings.
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APPLICABILITY OF ISSAI 300 (ISSAI-300 &) 200580&@223:080)

13.

The Performance Audit Principles provide the basis for the adoption or
development of standards by SAls. They have been formulated with a view to the
institutional background of SAls, including the prerequisites for the proper
functioning of SAls on independence and constitutional mandates of the INTOSAI
Core Principles (INTOSAI-P 10-99) and ethical obligations and further SAl

organizational requirements (ISSAI 130-199).
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When dealing with overlaps between audit types (or combined audits) the

following points should be considered:

The statement of standards applied in the audit (paragraph 7 or 8 above)

may need to be adjusted in accordance with ISSAI 100, paragraph 9 or 10.

+ Elements of performance auditing can be part of a more extensive audit that

also covers compliance and financial auditing aspects.

« In the event of an overlap, all relevant standards should be observed. This
may not be feasible in all cases, as different standards may contain different
priorities.
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In such cases, the primary objective of the audit should guide the auditors as to
which standards to apply. In determining whether performance considerations
form the primary objective of the audit engagement, it should be borne in mind
that performance auditing focuses on activity and results rather than reports or
accounts, and that its main objective is to promote economy, efficiency and
effectiveness rather than report on compliance.
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ELEMENTS OF PERFORMANCE AUDITING
apScéiesonlgaduodesoi(gé:adap see(opeiasep ag0dmcondgp:
The elements of a public-sector audit (auditor, responsible party, intended
users, subject matter and criteria), as defined in ISSAI 100, may assume distinct
characteristics in performance auditing. Auditors should explicitly identify the

elements of each audit and understand their implications so that they can

conduct the audit accordingly.
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THE THREE PARTIES IN PERFORMANCE AUDITING (cpOcéieaonlgoduodesos(glsond

olo20pd 3¢ 320p5: 2 3)
16.  Auditors frequently have considerable discretion in the selection of subject

20

matter and identification of criteria, which in turn influences who the relevant
responsible parties and intended users are. While auditors can give
recommendations, they need to take care that they do not assume the
responsibilities of the responsible parties. Auditors in performance audits

typically work in a team offering different and complementary skills.
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The role of responsible party may be shared by a range of individuals or entities,
each with responsibility for a different aspect of the subject matter. Some parties
may be responsible for actions that have caused problems. Others may be able
to initiate changes to address the recommendations resulting from a
performance audit. Others still may be responsible for providing the auditor with
information or evidence.
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The intended users are the persons for whom the auditor prepares the

performance audit report. The legislature, government agencies and the public

can all be intended users. A responsible party may also be an intended user, but

it will rarely be the only one.
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SUBJECT MATTER AND CRITERIA IN PERFORMANCE AUDITING (cpdc§esonlgnde
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The subject matter of a performance audit need not be limited to specific
programmes, entities or funds but can include activities (with their outputs,
outcomes and impacts) or existing situations (including causes and
consequences). Examples might be service delivery by the responsible parties or
the effects of government policy and regulations on administration,
stakeholders, businesses, citizens and society. The subject matter is determined
by the objective and formulated in the audit questions.
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In performance auditing, the auditor is sometimes involved in developing or
selecting the criteria that are relevant to the audit. Paragraph 27 describes which
specific requirements follow from this for the auditor.
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CONFIDENCE AND ASSURANCE IN PERFORMANCE AUDITING (cpdcdsesonégode
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As in all audits, the users of performance audit reports will wish to be confident
about the reliability of the information which they use for taking decisions. They
will therefore expect reliable reports which set out the SAls’ evidence-based
position on the subject examined.
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Consequently, performance auditors should in all cases provide findings based
on sufficient appropriate evidence and actively manage the risk of inappropriate
reports. However, performance auditors are not normally expected to provide an
overall opinion, comparable to the opinion on financial statements, on the
audited entity’s achievement of economy, efficiency and effectiveness. This is

therefore not a requirement of the ISSAI framework.
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The level of assurance provided by a performance audit should be
communicated in a transparent way. The degree of economy, efficiency and
effectiveness achieved may be conveyed in the performance audit report in

different ways:

« either through an overall view on aspects of economy, efficiency and
effectiveness, where the audit objective, the subject matter, the evidence

obtained and the findings reached allow for such a conclusion;

« or by providing specific information on a range of points including the audit
objective, the questions asked, the evidence obtained, the criteria used, the
findings reached and the specific conclusions.
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(Specific Information) @8 e@%@eo:sﬁ,l

Audit reports should only include findings that are supported by sufficient
appropriate evidence. The decisions made in drawing up a balanced report,
reaching conclusions and formulating recommendations frequently need to be
elaborated upon in order to provide sufficient user information. Performance
auditors should specifically describe how their findings have led to a set of
conclusions and - if applicable - a single overall conclusion. This means
explaining which criteria were developed and used and why, and stating that all
relevant viewpoints have been taken into account so that a balanced report can
be presented. The principles on reporting give further guidance for this process.
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32982(9))
PRINCIPLES OF PERFORMANCE AUDITING
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GENERAL PRINCIPLES (Gw:ygoﬂsac;@éﬁqp:)

24,
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The general principles set out below give guidance on aspects of performance

auditing that are relevant throughout the audit process.
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(Aspects of Performance Auditing) 390305 méz&g%gcoz&wéu

Some areas to which these principles apply are not covered by ISSAI 100. These
are the selection of audit topics, the identification of audit objectives and the
definition of an audit approach and criteria.

< o

Qﬁ:rae@écgqps:rao: 33&?3@[%833@5 (Principles Apply) @of)ow:zaql[o (Some Area)
093 ISSAI-100 &G@S@q(ﬁ:@@@@é m38@€:e§&|| qé:o%g;o o)éc;aoseqsc;é]&o)équ

(Audit Topics) eazqcfv@ézl ®o°>eaozeq:qp_5§§sq|cﬁ %905@8: (Identification of

3»

Audit Objectives) §.§ ®o%eao:eq:§p_5:m§: (Audit Approach) §§ éoao%e_laorcbql

. . o [o] c ¢ O c O C c
(Criteria) 03322¢ :arao(ngga?@c:o% @m(ﬂw&an

In other areas, such as audit risk, communication, skills, professional judgment,
quality control, materiality and documentation, the general principles draw on

the principles of ISSAI 100 and explain how they specifically apply in

performance auditing.
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Finally, some areas, such as ethics and independence, are currently addressed
by ISSAI 100, by INTOSAI Core Principles (INTOSAI-P 10-99) and by SAl

organizational requirements (ISSAls 130-199).
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Auditors should set a clearly-defined audit objective that relates to the principles
of economy, efficiency and effectiveness.
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The audit objective determines the approach and design of the engagement. It
could simply be to describe the situation. However, normative audit objectives
(are things as they ought to be?) and analytical audit objectives (why are things
not as they ought to be?) are more likely to add value. In all cases, the auditors
need to consider what the audit pertains to, which organisations and bodies are
involved and for whom the ultimate recommendations are likely to be relevant.
Well-defined audit objectives relate to a single entity or an identifiable group of
government undertakings, systems, operations, programmes, activities or

organisations.
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Many audit objectives can be framed as an overall audit question which can be
broken down into more precise sub-questions. They should be thematically
related, complementary, not overlapping and collectively exhaustive in
addressing the overall audit question. All terms employed in the question should
be clearly defined. The formulation of audit questions is an iterative process in
which the questions are repeatedly specified and refined, account being taken of

known relevant information on the subject as well as feasibility.
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Instead of defining a single objective or overall audit question, auditors may
choose to develop several audit objectives, which need not always be broken
down into sub-questions.
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Audit approach (odcs0:ce8p5:006%)
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Auditors should choose a result-, problem- or system-oriented approach, or a
combination thereof, to facilitate the soundness of audit design.
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The overall audit approach is a central element of any audit. It determines the
nature of the examination to be made. It also defines the necessary knowledge,
information and data and the audit procedures needed to obtain and analyse
them.
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Performance auditing generally follows one of three approaches:

+ a system-oriented approach, which examines the proper functioning of

management systems, e.g. financial management systems;

+ a result-oriented approach, which assesses whether outcome or output
objectives have been achieved as intended or programmes and services are

operating as intended,

« a problem-oriented approach, which examines, verifies and analyses the
causes of particular problems or deviations from criteria.
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All three approaches can be pursued from a top-down or bottom-up
perspective. Top-down audits concentrate mainly on the requirements,
intentions, objectives and expectations of the legislature and central
government. A bottom-up perspective focuses on problems of significance to

people and the community.
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Criteria (620050 05g|03)
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Auditors should establish suitable criteria which correspond to the audit
questions and are related to the principles of economy, efficiency and
effectiveness.
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Criteria are the benchmarks used to evaluate the subject matter. Performance
audit criteria are reasonable and audit-specific standards of performance
against which the economy, efficiency and effectiveness of operations can be

evaluated and assessed.
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The criteria provide a basis for evaluating the evidence, developing audit
findings and reaching conclusions on the audit objectives. They also form an
important element in discussions within the audit team and with SAl
management and in communication with the audited entities.
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The criteria can be qualitative or quantitative and should define what the
audited entity will be assessed against. The criteria may be general or specific,
focusing on what should be according to laws, regulations or objectives; what is
expected, according to sound principles, scientific knowledge and best practice;
or what could be (given better conditions).
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Diverse sources can be used to identify criteria, including performance
measurement frameworks. It should be transparent which sources were used,
and the criteria should be relevant and understandable for users as well as
complete, reliable and objective in the context of the subject matter and audit
objectives.
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The criteria should be discussed with the audited entities, but it is ultimately the
auditor’s responsibility to select suitable criteria. While defining and
communicating criteria during the planning phase may enhance their reliability
and general acceptance, in audits covering complex issues it is not always
possible to set criteria in advance; instead they will be defined during the audit
process.
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Whereas in some audit types there are unequivocal legislative criteria, this is not
typically the case in performance auditing. The audit objectives, question and
approach determine the relevance and the type of suitable criteria, and user
confidence in the findings and conclusions of a performance audit depends
largely on the criteria. Thus it is crucial to select reliable and objective criteria.
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In a problem-oriented performance audit, the starting point is a known or
suspected deviation from what should or could be. The main objective is
therefore not just to verify the problem (the deviation from the criterion and its
consequences) but to identify causes. This makes it important to decide how to
examine and verify causes during the design phase. Conclusions and
recommendations are primarily based on the process of analysing and

confirming causes, even though they are always rooted in normative criteria.
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Audit risk (o&eao:eq:e%&qoaaéqocﬁ)
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Auditors should actively manage audit risk, which is the risk of obtaining
incorrect or incomplete conclusions, providing unbalanced information or failing
to add value for users.
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Many topics in performance auditing are complex and politically sensitive. While
simply avoiding such topics may reduce the risk of inaccuracy or

incompleteness, it could also limit the possibility of adding value.
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The risk that an audit will fail to add value ranges from the likelihood of not
being able to provide new information or perspectives to the risk of neglecting
important factors and, as a consequence, not being able to provide users of the

audit report with knowledge or recommendations that would make a real

contribution to better performance.
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Important aspects of risk may include not possessing the competence to
conduct sufficiently broad or deep analysis, lacking access to quality
information, obtaining inaccurate information (e.g. because of fraud or irregular
practices), being unable to put all findings in perspective, and failing to collect or
address the most relevant arguments.
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Auditors should therefore actively manage risk. Dealing with audit risk is
embedded in the whole process and methodology of performance audit. Audit
planning documents should state the possible or known risks of the work
envisaged and show how these risks will be handled.
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Communication (eocﬁagcﬁcaoo&g_cﬁ@éz)

Auditors should maintain effective and proper communication with the audited
entities and relevant stakeholders throughout the audit process and define the
content, process and recipients of communication for each audit.
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There are several reasons why planning communication with the audited entities

and stakeholders is of particular importance in performance audit.

« As performance audits are not normally conducted on a regular (e.g. annual)
basis on the same audited entities, channels of communication may not
already exist. While there may be contacts with the legislature and
government bodies, other groups (such as academic and business
communities or civil society organisations) may not have been engaged with

previously.

« Often there are no predefined criteria (such as a financial reporting
framework), and thus an intensive exchange of views with the audited entity

is necessary.

« The need for balanced reports requires an active effort to obtain insight into

the points of view of the various stakeholders.
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Auditors should identify the responsible parties and other key stakeholders and
take the initiative in establishing effective two-way communication. With good
communication, auditors can improve access to information sources and to data
and opinions from the audited entity. Using communication channels to explain
the purpose of the performance audit to stakeholders also increases the
likelihood that audit recommendations will be implemented. Auditors should
therefore seek to maintain good professional relations with all relevant
stakeholders, promote a free and frank flow of information in so far as
confidentiality requirements permit, and conduct discussions in an atmosphere
of mutual respect and understanding for the role and responsibilities of each
stakeholder. However, care should be taken to ensure that communication with

stakeholders does not compromise the independence and impartiality of the SAI.
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Auditors should notify audited entities of the key aspects of the audit, including
the audit objective, audit questions and subject matter. Notification will usually
take the form of a written engagement letter and regular communication during
the audit. Auditors should maintain communication with audited entities
throughout the audit process, by means of constructive interaction as different

findings, arguments and perspectives are assessed.
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Audited entities should be given an opportunity to comment on the audit
findings, conclusions and recommendations before the SAl issues its audit
report. Any disagreements should be analysed and factual errors corrected. The

examination of feedback should be recorded in working papers so that changes

to the draft audit report, or reasons for not making changes, are documented.
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At the end of the audit process, stakeholder feedback can also be obtained on
the quality of the published audit reports. The audited entities’ perception of
audit quality may also be solicited.
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Skills (ogi&:0qi€e)

30.  Collectively, the audit team should have the necessary professional competence

to perform the audit. This would include sound knowledge of auditing, research
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design, social science methods and investigation or evaluation techniques, as

well as personal strengths such as analytical, writing and communication skills.
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In performance auditing, specific skills may be required, such as knowledge of
evaluation techniques and social science methods, and personal abilities such as
communication and writing skills, analytical capacity, creativity and
receptiveness. Auditors should have a sound knowledge of government
organisations, programmes and functions. This will ensure that the right areas
are selected for audit and that auditors can effectively undertake reviews of

government programmes and activities.
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There may also be specific ways of acquiring the necessary skills. For each
performance audit the auditors need to have a full understanding of the
government measures which are the subject matter of the audit, as well as the
relevant background causes and the possible impacts. This knowledge must
frequently be acquired or developed specifically for the engagement.
Performance audits often involve a learning process and the development of
methodology as part of the audit itself. On-the-job learning and training should
therefore be available to auditors, who should maintain their professional skills
through ongoing professional development. An open attitude to learning and an
encouraging management culture are important conditions for enhancing
individual auditors’ professional skills.
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In specialised areas, external experts can be used to complement the knowledge
of the audit team. Auditors should evaluate whether and in what areas external

expertise is required, and make the necessary arrangements.
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Auditors should exercise professional scepticism, but also be receptive and
willing to innovate.
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It is vital that auditors exercise professional scepticism and adopt a critical
approach, maintaining an objective distance from the information provided.

Auditors are expected to make rational assessments and discount their own

personal preferences and those of others.
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At the same time, they should be receptive to views and arguments. This is

necessary in order to avoid errors of judgement or cognitive bias. Respect,
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flexibility, curiosity and a willingness to innovate are equally important.
Innovation applies to the audit process itself, but also to the audited processes
or activities.
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Auditors are expected to consider issues from different perspectives and
maintain an open and objective attitude to various views and arguments. If they
are not receptive, they may miss important arguments or key evidence. As
auditors work to develop new knowledge, they also need to be creative,
reflective, flexible, resourceful and practical in their efforts to collect, interpret
and analyse data.
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A high standard of professional behaviour should be maintained throughout the
audit process, from topic selection and audit planning, via the audit proper, to
reporting. It is important for auditors to work systematically, with due care and
objectivity and under appropriate supervision.
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Quality control (326p332693:00§:9)5¢)

32.
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Auditors should apply procedures to safeguard quality, ensuring that the
applicable requirements are met and placing emphasis on appropriate, balanced
and fair reports that add value and answer the audit questions.
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ISSAI 140 Quality Control for SAls provides general principles and application
material on the system of quality control established at the organizational level
to cover all audits. In the conduct of performance audits the following specific

issues need to be addressed:

+ Performance audit is a process in which the audit team gathers a large
amount of audit-specific information and exercises a high degree of
professional judgement and discretion concerning the relevant issues. This

must be taken into account in quality control. The need to establish a
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working atmosphere of mutual trust and responsibility and provide support
for audit teams should be seen as part of quality management. This may
entail applying quality control procedures that are relevant and easy to
manage and ensuring that auditors are open to feedback received from
quality control. If there is a difference of opinion between supervisors and
the audit team, appropriate steps should be taken to ensure that the audit
team’s perspective is given sufficient consideration and that the SAI's policy

is consistent.

« In performance auditing, even if the report is evidence-based, well
documented and accurate, it might still be inappropriate or insufficient if it
fails to give a balanced and unbiased view, includes too few relevant
viewpoints or unsatisfactorily addresses the audit questions. These
considerations should therefore be an essential part of measures to

safeguard quality.

« As audit objectives vary widely between different audit engagements, it is
important to define clearly what constitutes a high-quality report in the
specific context of an audit engagement. General quality control measures

should therefore be complemented by audit-specific measures.
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No quality control procedures at the level of the individual audit can not

guarantee high-quality performance audit reports. It is equally important for

auditors to be - and remain - competent and motivated. Control mechanisms
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should therefore be complemented by support, such as on-the-job training and
guidance for the audit team.
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33.

R

Auditors should consider materiality at all stages of the audit process. Thought
should be given not only to financial but also to social and political aspects of
the subject matter, with the aim of delivering as much added value as possible.
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Materiality can be understood as the relative importance of a matter within the
context in which it is being considered. The materiality of an audit topic should
have regard to the magnitude of its impacts. It will depend on whether the
activity is comparatively minor and whether shortcomings in the area concerned
could influence other activities within the audited entity. An issue will be
considered material where the topic is considered to be of particular importance
and where improvements would have a significant impact. It will be less material

where the activity is of a routine nature and the impact of poor performance

would be restricted to a small area or otherwise minimal.
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In performance audit, materiality by monetary value may, but need not, be a
primary concern. In defining materiality, the auditor should consider also what is
socially or politically significant and bear in mind that this varies over time and
depends on the perspective of the relevant users and responsible parties. Since
the subject matter of performance audits can vary broadly and criteria are
frequently not set by legislation that perspective may vary from one audit to

another. Assessing it requires careful judgement on the part of the auditor.
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Materiality concerns all aspects of performance audits, such as the selection of
topics, definition of criteria, evaluation of evidence and documentation and
management of the risks of producing inappropriate or low-impact audit

findings or reports.
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34.
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Auditors should document the audit in accordance with the particular
circumstances thereof. Information should be sufficiently complete and detailed
to enable an experienced auditor having no previous connection with the audit
to subsequently determine what work was done in order to arrive at the audit
findings, conclusions and recommendations.
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As in all audits, performance auditors should keep an adequate documentary
record of the preparation, procedures and findings of each audit. However, the
purpose and context of documentation are somewhat specific in performance

auditing.
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Frequently the auditor will have acquired specialised knowledge about the
audit topic that is not easily reproduced in the SAl. Since the audit
methodology and criteria may have been developed specifically for a single
engagement, the auditor carries a special responsibility to make his

reasoning transparent.

In performance auditing, as well as containing findings and
recommendations the report describes the framework, perspective and
analytical structure that were adopted and the process that was followed to
arrive at the conclusions. To some extent, the report performs functions that
in other types of audits are provided by general standards or audit

documentation.

Documentation should not only confirm the accuracy of facts, but also
ensure that the report presents a balanced, fair and complete examination of
the audited question or subject matter. Thus, for example, it might be
necessary for the documentation to include reference to arguments not
accepted in the report, or to describe how different viewpoints were dealt

with in the report.

The purpose of the audit report in performance auditing is frequently to
persuade reasonable users by providing new insights rather than a formal
statement of assurance. Just as the audit objectives determine the nature of

the necessary evidence, they also determine the nature of documentation.

Maintaining adequate documentation is not only part of safeguarding quality
(e.g. by helping to ensure that delegated work has been performed
satisfactorily and that the audit objectives have been achieved) but also of
the SAI’s and individual auditors’ professional development, as it can shape

good practice for similar audits in the future.
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35.  Performance auditing comprises the following main steps:

. AN

Planning | Conducting| Reporting | Follow-up

N o NG o
1 /

+ Planning, i.e. selection of topics, pre-study and audit design;

+ Conducting, i.e. collecting and analysing data and information;

+ Reporting, i.e. presenting the outcome of the audit: answers to the audit

questions, findings, conclusions and recommendations to users;

+ Follow-up, i.e. determining whether action taken in response to findings and

recommendations has resolved the underlying problems and/or weaknesses.
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These steps may be iterative. For instance, new insights from the process stage
may necessitate changes to the audit plan, and important elements of reporting
(e.g. the drawing of conclusions) may be sketched out or even completed during

the process stage.
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PLANNING (s28as05cqzag(g:)

SELECTION OF TOPICS (c3l€:0dgpzeg:qudgé:)

36.

el

Auditors should select audit topics through the SAl’s strategic planning process
by analysing potential topics and conducting research to identify risks and
problems.
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Determining which audits will be pursued is usually part of the SAI's strategic
planning process. If appropriate, auditors should contribute to this process in
their respective fields of expertise. They may share knowledge from previous
audits, and information from the strategic planning process may be relevant for

the auditor’s subsequent work.
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In this process, auditors should consider that audit topics should be sufficiently
significant as well as auditable and in keeping with the SAlI’'s mandate. The topic
selection process should aim to maximise the expected impact of the audit while

taking account of audit capacities (e.g. human resources and professional skills).
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Formal techniques to prepare the strategic planning process, such as risk
analysis or problem assessments, can help structure the process but need to be
complemented by professional judgement to avoid one-sided assessments.
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Designing the audit (odesoteaddeesag(gc:)

37.

Auditors should plan the audit in a manner that contributes to a high-quality
audit that will be carried out in an economical, efficient, effective and timely
manner and in accordance with the principles of good project management. In

planning an audit, it is important to consider:

+ the background knowledge and information required for an understanding of
the audited entities, so as to allow an assessment of the problem and risk,
possible sources of evidence, auditability and the significance of the area

considered for audit;

« the audit objectives, questions, criteria, subject matter and methodology
(including techniques to be used for gathering evidence and conducting the

audit analysis);
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+ the necessary activities, staffing and skills requirements (including the
independence of the audit team, human resources and possible external
expertise), the estimated cost of the audit, the key project timeframes and
milestones and the main points for control.
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To ensure the audit is properly planned, therefore, the auditors need to acquire
sufficient knowledge of the subject matter. Performance auditing generally
requires that audit-specific, substantive and methodological knowledge be
acquired before the audit is launched (“pre-study”).
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When planning the audit, the auditor should design the audit procedures to be
used for gathering sufficient appropriate audit evidence. This can be approached
in several stages: deciding on the overall audit design (which questions to ask,
e.g. explanatory/descriptive/evaluative); determining the level of observation
(e.g. looking at a process or individual files); methodology (e.g. full analysis or
sample); specific data-collection techniques (e.g. interview or focus group).
Data- collection methods and sampling techniques should be carefully chosen.
The planning phase should also involve research work aimed at building
knowledge, testing various audit designs and checking whether the necessary
data are available. This makes it easier to choose the most appropriate audit

method.
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Senior and operational management and the audit team should be fully
cognisant of the overall audit design and what it entails. Decisions on the overall
audit design and its consequences in terms of resources will often involve the
senior management of the SAl, who can ensure that skills, resources and

capacities are in place to address the audit objectives and the audit questions.
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Planning should allow for flexibility, so that the auditors can benefit from
insights obtained during the course of the audit. The audit methods chosen

should be those which best allow audit data to be gathered in an efficient and
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effective manner. While the auditors should aim to adopt best practices,
practical considerations such as the availability of data may restrict the choice of
methods. It is therefore advisable to be flexible and pragmatic in this respect.
For this reason, performance audit procedures should not be overly
standardised. Excessive prescriptiveness may hamper the flexibility, professional
judgement and high levels of analytical skills that are required in a performance
audit. In certain cases - where, for example, the audit requires data to be
gathered in many different regions or areas or the audit is to be conducted by a
large number of auditors - there may be a need for a more detailed audit plan in

which audit questions and procedures are explicitly defined.
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When planning an audit, auditors should assess the risk of fraud. If this is
significant within the context of the audit objectives, the auditors should obtain
an understanding of the relevant internal control systems and examine whether
there are signs of irregularities that hamper performance. They should also
determine whether the entities concerned have taken appropriate action to
address any recommendations from previous audits or other examinations that
are of relevance to the audit objectives. Lastly, the auditors should seek contact
with stakeholders, including scientists or other experts in the field, in order to
build up proper knowledge regarding, for instance, good or best practices. The
overall aim at the planning stage is to decide, by building up knowledge and
considering a variety of strategies, how best to conduct the audit.
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38.  Auditors should obtain sufficient appropriate audit evidence to establish

QS)II

findings, reach conclusions in response to the audit objectives and questions and
issue recommendations.
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All audit findings and conclusions must be supported by sufficient appropriate
evidence. This should be placed in context, and all relevant arguments, pros and
cons and different perspectives should be considered before conclusions can be
drawn. The nature of the audit evidence required to draw conclusions in
performance auditing is determined by the subject matter, the audit objective

and the audit questions.
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The auditor should evaluate the evidence with a view to obtaining audit findings.

Based on the findings, the auditor should exercise professional judgement to

reach a conclusion. Findings and conclusions are the results of analysis in

response to the audit objectives. They should provide answers to the audit

questions.
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Conclusions can be based on quantitative evidence obtained using scientific
methods or sampling techniques. Formulating conclusions may require a
significant measure of judgement and interpretation in order to answer the audit
questions, due to the fact that audit evidence may be persuasive (“points
towards the conclusion that ...”) rather than conclusive (“right/wrong”). The
need for precision should be weighed against what is reasonable, economical
and relevant to the purpose. The involvement of senior management is

recommended.
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Performance auditing involves a series of analytical processes that evolve
gradually through mutual interaction, allowing the questions and methods
employed to develop in depth and sophistication. This may involve combining
and comparing data from different sources, drawing preliminary conclusions and
compiling findings in order to build hypotheses that can be tested, if necessary,
against additional data. The whole process is closely linked to that of drafting
the audit report, which can be seen as an essential part of the analytical process
that culminates in answers to the audit questions. It is important for auditors to
be goal-oriented and for them to work systematically and with due care and
objectivity.
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REPORTING (3286&3(5¢:)

Content of the report (338q56mog5 &o&wémc@o&@qo)

39.

Q@II

Auditors should strive to provide audit reports which are comprehensive,
convincing, timely, reader-friendly and balanced.
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To be comprehensive, a report should include all the information needed to
address the audit objective and audit questions, while being sufficiently detailed
to provide an understanding of the subject matter and the findings and
conclusions. To be convincing, it should be logically structured and present a
clear relationship between the audit objective, criteria, findings, conclusions and
recommendations. All relevant arguments should be addressed.
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In a performance audit, the auditors report their findings on the economy and
efficiency with which resources are acquired and used and the effectiveness with
which objectives are met. Reports may vary considerably in scope and nature,
for example assessing whether resources have been applied in a sound manner,
commenting on the impact of policies and programmes and recommending
changes designed to result in improvements.
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The report should include information about the audit objective, audit questions
and answers to those questions, the subject matter, criteria, methodology,
sources of data, any limitations to the data used, and audit findings. It should
clearly answer the audit questions or explain why this was not possible.
Alternatively, the auditors should consider reformulating the audit questions to
fit the evidence obtained and thus arrive at a position where the questions can
be answered. The audit findings should be put into perspective, and congruence
should be ensured between the audit objective, audit questions, findings and
conclusions. The report should explain why and how problems noted in the
findings hamper performance in order to encourage the audited entity or report
user to initiate corrective action. It should, where appropriate, include

recommendations for improvements to performance.
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The report should be as clear and concise as the subject matter permits and
phrased in unambiguous language. As a whole it should be constructive,
contribute to better knowledge and highlight any necessary improvements.
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Recommendations (m@@lsuosqu)

40.

9OII

If relevant and allowed by the SAI’s mandate, auditors should seek to provide
constructive recommendations that are likely to contribute significantly to
addressing the weaknesses or problems identified by the audit.

C C C [o] N <
®361C ®®Q_| OGI]O(Sﬁ %8C3®DGD’J§9 gg@loooochpoﬂcﬂm 0)®G&LO~|?EEP=OD@

C C o C N C Q N (9] C
QQG%Z@CS? G(SDCX?(T)GO&ﬂQOD@ @38§@8Q|(7)6:ﬂ98 (O%G(ILJU)) @ooo@oqp:cpc@ﬂc:

%86[3_5 aa[gpoeoooeaoof:ooé sra@@[q(ﬁeﬂo: (Constructive recommendations) or°3

e@%@eo:wcﬁ:cﬂméu

Recommendations should be well-founded and add value. They should address
the causes of problems and/or weaknesses. However, they should be phrased in
such a way that avoids truisms or simply inverting the audit conclusions, and
they should not encroach on the management’s responsibilities. It should be
clear who and what is addressed by each recommendation, who is responsible
for taking any initiative and what the recommendations mean - i.e. how they will
contribute to better performance. Recommendations should be practical and be
addressed to the entities which have responsibility and competence for

implementing them.
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Recommendations should be clear and presented in a logical and reasoned
fashion. They should be linked to the audit objectives, findings and conclusions.
Together with the full text of the report, they should convince the reader that
they are likely to significantly improve the conduct of government operations
and programmes, e.g. by lowering costs and simplifying administration,
enhancing the quality and volume of services, or improving effectiveness, impact
or the benefits to society.
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Distribution of the report (328qE3@o(y§.coge:)

41.

9OII

Auditors should seek to make their reports widely accessible, in accordance with

the mandate of the SAl.
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Auditors should bear in mind that distributing audit reports widely can promote

the credibility of the audit function. Reports should therefore be distributed to

the audited entities, the executive and/or the legislature and, where relevant, be



65

made accessible to the general public directly and through the media and to

other interested stakeholders.

< o] C Q Co < < C < C C <
O)O)G@SGO&SISZI(T)S@O)G]_CQ@D({PZS@DZ 0’2] @c?og’.)@iGO@CgDD@ ®®G&)ZGQZQ?OC§3

c
[$V)
3ol sgqp:eﬁ c@@ém(ﬁégéﬁtﬁ @émée@@éz@éwéw o>o%eao:ooqp:oo
C

1
Q < C < Q¢ < [o] C Q ° O <
3’33339?(7)@[@383390]33@” O%@O)Q 0)0)6@3@08&19_](7) 390)61090)3&2]33(? DIN]EES O}

Qopd Gos! Y 3opdeep: (Audited entities) 305 06a:308 3001 33(03k30%

(Executive) q|3:§<f:| :faeo?og 8093@3[39%\%' cgo%em%(Legislature) §\<f: oon%sf:)&oopé

c&aOICINE @ 5200000  (General public) 0 03058se 880000008
'?61 L°08 &ILILL P LGD§° ? s

@%@oeo:@ém 805050)939%@333 :ra@o:oorgwéaoogéugoﬁqps (Other interested

stakeholders) oéofé @%socoz@ézoﬁ c;aoo&a&oacf:d]oop_su

FOLLOW-UP (3286 &30omeed] aaeeiupesoolgodaaan: Sod[gc:)

42.

9JII

Auditors should follow up previous audit findings and recommendations
wherever appropriate. Follow-up should be reported appropriately in order to
provide feedback to the legislature together, if possible, with the conclusions

and impacts of all relevant corrective action.
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Follow-up refers to the auditors’ examination of corrective action taken by the
audited entity, or another responsible party, on the basis of the results of a
performance audit. It is an independent activity that increases the value of the
audit process by strengthening the impact of the audit and laying the basis for

improvements to future audit work. It also encourages the audited entities and
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other users of reports to take the latter seriously, and provides the auditors with
useful lessons and performance indicators. Follow-up is not restricted to the
implementation of recommendations but focuses on whether the audited entity
has adequately addressed the problems and remedied the underlying situation

after a reasonable period of time.
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When conducting follow-up of an audit report, the auditor should concentrate
on findings and recommendations that are still relevant at the time of the

follow-up and adopt an unbiased and independent approach.
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Follow-up results may be reported individually or as a consolidated report,
which may in turn include an analysis of different audits, possibly highlighting
common trends and themes across a number of reporting areas. Follow-up can
contribute to a better understanding of the value added by performance
auditing over a given time period or subject area.
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