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INTOSAI
	
The International Standards of Supreme Audit Institutions (ISSAIs) and the INTOSAI Guidance for Good Governance (INTOSAI GOVs) are officially issued by the International Organization of Supreme Audit Institutions (INTOSAI).

ISSAIs are professional standards and best practice guidelines for the auditing of public entities, and the INTOSAI GOVs are providing guidance to public authorities on the proper administration of public funds. And both are, as mentioned, issued by INTOSAI, which is an autonomous, independent and non-political organization established in 1953. 

INTOSAI has now for almost sixty years, from its headquarters in Vienna, strived to support Supreme Audit Institutions (SAIs) in their efforts to promote capacity building and transfer of knowledge, improve government auditing worldwide and enhance professional capacities.

INTOSAI is open to the SAIs of countries that are members of the United Nations, and at present, membership includes 189 institutions.
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INTOSAI Governing Board
INCOSAI
	
To become official INTOSAI documents, all ISSAIs and INTOSAI GOVs require the official approval of the INTOSAI Governing Board and subsequent endorsement at the triennial INTOSAI Congres - INCOSAI.

Among the many tasks performed by the INTOSAI Governing Board are adoption of the INTOSAI budgets, taking all measures necessary to attain the aims of INTOSAI, and, as mentioned earlier, approving all ISSAIs and INTOSAI GOVs for endorsement at the Congress. The Governing Board is composed of 18 members whom, as a rule, meet annually between Congresses. To ensure balanced representation of all member countries, each of INTOSAI's seven regional working groups and the main types of public auditing systems are represented on the Board.

The Chairman of the Board is the head of the SAI that hosted the last Congress.

INCOSAI – which is INTOSAI’s supreme governing body – provides the INTOSAI members with an excellent opportunity to meet and share experiences, discuss issues, and pass resolutions and recommendations to improve government accountability worldwide.
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INTOSAI Development Initiative (IDI)
	
One of the members of the Governing Board is the INTOSAI Development Initiative (IDI). The objective of the IDI is to enhance the institutional capacity of SAIs in developing countries through needs-based, collaborative and sustainable development programmes in INTOSAI regions and groups of SAIs.

The IDI was established by resolution of the INTOSAI Congress in 1986, and it was originally hosted by the Canadian SAI. In 1999 the IDI transferred to Oslo in Norway and was transformed into a foundation under Norwegian law. 

The IDI considers awareness of the ISSAIs to be the first step in building SAI capacity and is active in the implementation of the ISSAIs primarily through its close cooperation with the regional INTOSAI working groups.
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2. THE PSC STRUCTURE AND TASKS
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Objective of the PSC
	
In its Strategic Plan 2005-2010, INTOSAI made it an ambition under Goal 1 (of the 4 Goals set by INTOSAI) to provide an up-to-date framework of professional standards that would be relevant to the needs of its members and facilitate the use of the standards in the INTOSAI community and in the public administration in general. 

Among the other benefits that INTOSAI hoped to achieve with the establishment of an updated common framework  were greater focus and attention on professional standards and INTOSAI’s standard-setting process – also within the broader accountability community 

Subsequently, at INCOSAI in Budapest in 2004, it was decided to establish the Professional Standards Committee (PSC) to carry out the work. The PSC is chaired by the SAI of Denmark, represented by Auditor General, Henrik Otbo, and it presently has 68 members. The PSC Steering Committee has a membership of 18 mandated to work towards achievement of Goal 1 in the INTOSAI Strategic Plan.

The current ISSAI framework of professional standards was developed by the PSC Steering Committee and endorsed at the INTOSAI Congress in Mexico in November 2007. 

The PSC is also responsible for the development and maintenance of ISSAIs and INTOSAI GOVs. 
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The PSC organization
	
ISSAIs are issued by INTOSAI and primarily developed by the five subcommittees established under the PSC:

The permanent subcommittees are:
The Financial Audit Subcommittee (FAS)
The Performance Audit Subcommittee (PAS)
The Compliance Audit Subcommittee (CAS)
The Internal Control Standards Subcommittee 
The Accounting and Reporting Subcommittee

And the current two ad-hoc projects are:

Project on Transparency and Accountability of SAIs
Project on Audit Quality Control

The projects are established to perform a specific task and are dissolved when the task has been accomplished.
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Partners
	
The PSC has adopted what is referred to as a dual approach when it comes to the development of audit guidance in the public sector. In practice this means that when possible and relevant, the PSC will build on material from other standard-setting bodies.

In accordance with this policy, the Financial Audit Subcommittee has established a formal cooperation with IFAC – the International Federation of Accountants – concerning the development of financial audit guidelines.

And the PSC Internal Control Standards Subcommittee has established a permanent cooperation with the IIA – the Institute of Internal Auditors – and is building on their standards when developing new guidance.

The PSC is also cooperating closely with the INTOSAI Development Initiative with respect to raising awareness of the ISSAIs in the INTOSAI community.
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PSC Mandate 2011 - 2013
	
In the next mandate period running from 2011 to 2013, the PSC will change path and leave the phase that has been characterized by intense development work. This does not mean that the development work has now been completed. Certain PSC subcommittees will continue to develop new guidelines also in the years ahead, but much more focus will now be on the following key areas:

- Permanent maintenance and further harmonization of the ISSAI framework - including a revision of the fundamental guidelines (ISSAI 100, 200, 300 and 400) to ensure consistency throughout the framework in respect to terminology, definition of audit tasks, etc. The revision of the fundamental guidelines will impact ISSAIs on other levels of the framework, and a major harmonization work is expected to lie ahead of the PSC. 

- Raising awareness of the ISSAIs among the SAIs of the world. -  

In the past year or so, the demand for facilitation of the implementation of the ISSAI standards and guidelines has increased. Implementing the ISSAIs is crucial and their extended use is a success criterion of the framework – and the PSC. In the years ahead, the PSC will devote much time and attention to raising the awareness of the ISSAIs and INTOSAI GOVs, and work closely together with the INTOSAI Development Initiative and the Capacity Building Committee under Goal 2 of the INTOSAI Strategic Plan to ensure their implementation in SAIs around the world.
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3. THE ISSAI FRAMEWORK AND PSC SUBCOMMITTEES AND PROJECTS
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Objective 1
Objective of the ISSAI framework 
	
- Providing a common frame of reference, describing the tasks that are being performed by SAIs.

- Providing focus and attention on professional standards and raise the profile and status of INTOSAI’s standard-setting process – also within the broader accountability community.

- Building on other standard setters when possible (dual approach), but develop complementing standards in the areas where public sector auditing differs from private sector auditing. 

- Raising the bar of quality and transparency in public sector auditing.
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Objective 2
The objective of the ISSAIs and INTOSAI GOVs
	
The objective of the ISSAIs is to provide practical guidance to public sector auditors performing financial, compliance, and performance audits, and other tasks.

And the INTOSAI GOVs are designed to provide practical guidance to the management of government institutions in regard to internal control and accounting.

The ISSAIs are directed at SAIs, their staff, internal auditors in the public sector, and others performing auditing tasks in the public sector.

The ISSAIs are not legally binding and the SAIs are not committed to using them, but they do reflect an international “best practice” consensus among SAIs.
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Overview of the ISSAI framework
	
The ISSAI framework operates with four levels of ISSAIs in a hierarchic system:

Level 1: The founding principles
Level 2: The prerequisites for the functioning of SAIs
Level 3: The fundamental auditing principles
Level 4: Audit guidelines

and the INTOSAI GOVs.

All ISSAIs are numbered according to which level of the framework they belong to, i.e. level 1 (ISSAI number with one digit), level 2 (ISSAI number with two digits), etc.

The INTOSAI GOVs all have four digit numbers and the numbers from 9000 to 9999 are reserved for this category of INTOSAI guidance.
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Level 1 – The Lima Declaration
	
The founding principle of INTOSAI is ISSAI 1 - The Lima Declaration. It was adopted at the ninth INTOSAI congress in 1977 in Lima, Peru, and can best be described as the constitution of INTOSAI. ISSAI 1 is listing the goals and issues that are essential to ensure that public funds are handled in an orderly and effective manner.

· Its key message is that a SAI must be independent - and its independence must be guaranteed by law.

· Without independence of the entities that are being audited, the SAI cannot perform its auditing tasks in an objective and effective manner.

· And the independence should comprise also the members of the SAI, with particular focus on procedures for removal and appointment of the members (auditor general, comptroller, etc.). The auditing staff of a SAI must be independent of the entities under audit.

The independence should include also financing. The SAI shall be entitled to the funds that are necessary for the SAI to perform its tasks. And the SAI shall be entitled to use the funds granted to it as it sees fit.
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Level 2 – Prerequisites for the functioning of SAIs






	
The ISSAIs on level 2 of the ISSAI framework are elaborating on the founding principles of ISSAI 1 with special focus on the overall framework that needs to be in place for a SAI to be able to perform its tasks in a satisfactory manner.  Independence, accountability, transparency, ethics, and high audit quality are essential for the standing of a SAI.

The ISSAIs on level 2 are:

· ISSAI 10 – The Mexico Declaration on SAI Independence was adopted in 2007 in Mexico and is presenting eight general principles of organizational and financial independence. The level of detail is greater than on level 1 and among the eight principles are:
· The SAI mandate.
· Unrestricted access to information.
· The SAI’s right and obligation to report on its work.

· ISSAI 20 – Principles of Transparency and Accountability – was developed by one of the two ad-hoc PSC projects, namely the Project on Transparency and Accountability, which has a membership of 8 and is headed by the SAI of France.  The ISSAI is dealing with two important and closely linked elements of good governance, namely

·  Transparency – The SAI’s timely, reliable, clear and relevant public reporting on its status, mandate, strategy, activities, financial management, operations and performance. To this should be added the obligation to provide the general public with information on audit findings and conclusions. And finally ensure that the public has access to information about the SAI.

· Accountability – is referring to the legal and reporting framework, organizational structure, strategy, procedures and actions that are helping to ensure that
· SAIs meet their legal obligations with regard to their audit mandate and budget reporting.
· SAIs evaluate and follow up their performance and the impact of their audit.
· SAIs report on the regularity and efficiency of the use of public funds, including their own actions and activities, and the use of SAI resources.
· The head of the SAI, members (of collegial institutions) and the SAI’s personnel can be held responsible for their actions.

ISSAI 20 translates the concepts of transparency and accountability into nine principles that SAIs should strive to adhere to.

· ISSAI 30 – The Code of Ethics. This ISSAI was first issued in 1992 and endorsed by the INTOSAI Congress in 1998 in Montevideo, Uruguay. It is directed at the individual auditor, the head of the SAI, executive officers and all individuals working for or on behalf of the SAI who are involved in audit work.

The key message of ISSAI 30 is that it is of fundamental importance that SAIs are looked upon with trust, confidence and credibility. And the conduct of the individual auditor is reflecting on the SAI. So, ISSAI 30 is presenting a code of ethics based on the key words: Integrity, Independence, and Objectivity, Confidentiality and Competence.

ISSAI 30 is intended to provide a foundation for national codes of ethics that should be developed by the individual SAI, taking into consideration national characteristics.

· ISSAI 40 – Quality Control for SAIs – was developed by the other PSC project, namely the Project on Audit Quality Control with 4 members, headed by the SAI of New Zealand. It is addressing the challenge of ensuring high quality audits. It is intended to cover the financial, performance and compliance auditing areas. This ISSAI is drawing on standards issued by other standard-setting bodies, but will of course be adapted to meet the requirements of SAIs.
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Level 3 – Fundamental auditing principles
	
The fundamental auditing principles
· ISSAI 100 – Basic Principles
· ISSAI 200 – General Standards
· ISSAI 300 – Field Standards
· ISSAI 400 – Reporting Standards
were first issued in 1989 under the name of “INTOSAI Auditing Standards” and they were first revised in 2001.

The purpose of the ISSAIs on level 3 is to make known INTOSAI’s fundamental recommendations regarding auditing practices. 

· ISSAI 100 is presenting the overall principles of auditing
· ISSAI 200 is dealing with the qualifications of the auditor or the SAI and issues of an ethical nature.
· ISSAI 300 offers detailed guidance on, for instance, audit planning, audit evidence and analysis of financial statements.
· ISSAI 400 is mainly focused on financial, regularity and performance audit reporting.

In the past years, the main focus of the PSC has been on the development of new guidance on Level 2 and 4, and the fundamental auditing principles have in this process been a little neglected. In consequence, the terminology and definitions used across the 4 levels of the framework are lacking in consistency and it was therefore suggested to the PSC Steering Committee that it should devote attention to level 3 of the framework in the next mandate period running from 2011-2013.

Representatives from the INTOSAI regions and the PSC Secretariat are therefore under the so-called “Harmonisation Project” working towards achievement of the following goals: 

- create coherence and consistency between the four levels of the framework (like for instance terms and definitions used;
- ensure that the fundamental auditing principles reflect the many different tasks performed by SAIs around the world;
- ensure that the content of the fundamental auditing principles supports and promotes continued development of public sector auditing internationally.
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Level 4 – Audit guidelines
	
Where the three preceding levels have revolved around the higher purpose of public sector auditing, ethics, etc., level 4 of the ISSAI framework is translating these concepts into hands-on audit guidelines that the auditor can consult and use in his/her planning and implementation of the audit work. 

ISSAIs numbered from 1000 – 4999, which are referred to as implementation guidelines, are offering guidance within financial, compliance and performance audit. The framework currently contains around 44 implementation guidelines, 38 of these are dealing with financial audit, and 28 of these are up for endorsement at the forthcoming triennial INTOSAI Congress in 2010.

The financial audit guidelines are focused on the audit of financial statements and have been developed by the Financial Audit Subcommittee.

The guidelines on performance auditing are concerned with the audit of economy, efficiency and effectiveness. The PSC Performance Audit Subcommittee has developed ISSAI 3100 Performance Auditing Guidelines – key principles.

The compliance auditing guidelines are dealing with the responsibility of the SAI to audit whether the activities of public sector entities are in accordance with the relevant laws, regulations and authorities. The PSC Compliance Audit Subcommittee has developed the three ISSAIs dealing with this subject, i.e. ISSAI 4000, ISSAI 4100 and ISSAI 4200. 

The ISSAI framework is also offering guidance on specific subjects, like for instance environmental audit, audit of public debt, and IT audit. Guidelines under this heading are numbered from ISSAI 5000 to ISSAI 8999 and are referred to as specific guidelines.
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Financial audit 
ISSAI 1000 - 2999
	
The PSC subcommittee responsible for the development of the INTOSAI financial audit guidelines is headed by the SAI of Sweden and has a membership of 11.

The task of the subcommittee is to produce globally accepted financial audit guidelines for the public sector. 

The subcommittee is working closely together with the International Federation of Accountants (IFAC) and its Auditing and Assurance Standards Board (the IAASB) on the revision and development of International Standards of Auditing (ISAs).

The ISSAIs that are dealing with financial audit consist of a Practice Note (developed by FAS) and an ISA. The Practice Notes are drafted by experts from SAIs worldwide who have been nominated by their home organizations and are serving on the FAS reference panel. 

Practice Notes
The purpose of the Practice Notes is to provide public sector auditors with additional and more detailed guidance on the application of the individual ISAs.

Since 2005, FAS has developed and completed 38 new ISSAIs on financial audit. In addition to 36 Practice Notes to ISAs, FAS has also drafted a general introduction to the INTOSAI Financial Audit Guidelines as well as a Glossary of Terms to complement or clarify the IAASB Glossary of Terms in a public sector context.
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Performance auditing
ISSAI 3000 - 3999
	
The Performance Audit Subcommittee has 18 members and is chaired by Brazil. It is dedicated to disseminating and developing performance auditing guidelines. 

The purpose of performance auditing is to determine whether public authorities and activities funded by public means are economic, efficient and effective. According to ISSAI 3000, the three terms are defined as follows:

“Economy – keeping the costs low
Minimizing the cost of resources used for an activity, having regard to appropriate quality”.

Audits of economy will most typically address questions like:
- Do the means chosen or the equipment obtained – the inputs – represent the most economical use of public funds?
- Have the human, financial or material resources been used economically?
-Are the management activities performed in accordance with sound administrative principles and good management policies?

“Efficiency – making the most of available resources
Efficiency is related to economy. Have the resources been put to optimal or satisfactory use or could the same or similar results in terms of quality and turn-around time have been achieved with fewer resources.”

Typical “efficiency” questions could be:
- Is the entity following sound procurement practices?
- Is the entity properly maintaining its resources?
- Has the entity established a system of management controls?

“Effectiveness – achieving the stipulated aims or objectives
Effectiveness is a goal-attainment concept. It is concerned with the relationship between goals or objectives, output sand impacts.”

An audit of effectiveness is meant to shed light on the following issues:
- Are the stipulated aims being met by the means employed, the outputs produced and the impacts observed?
- Are the impacts observed really the result of the policy rather than other circumstances?

A performance audit may be focused on one or more of these three aspects. 
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Level 4 
Compliance auditing 
ISSAI 4000 - 4999
	
The Compliance Audit Subcommittee has 13 members and is under the chairmanship of Norway. The subcommittee has developed and completed three guidelines within compliance auditing:

ISSAI 4000 – General introduction to guidelines on compliance audit
ISSAI 4100 – Compliance audit guidelines for audits performed separately from the audit of financial statements
ISSAI 4200 – Compliance audit guidelines related to audit of financial statements.

Basically, a compliance audit is focused on the extent to which the entity under audit is following laws and regulations, rules, policy, procedures, established codes or agreed upon terms and conditions.

In a national, constitutional system, the parliament or other budgetary and legislative authorities determine how public funds should be used. In this context, the purpose of the compliance audit is to assess whether public funds have indeed been used for the intended purposes, in accordance with relevant legislation.
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Audit guidelines – specific subjects
	
These guidelines on specific subjects have primarily been developed by the INTOSAI Capacity-Building Committee (Goal 2 of the INTOSAI Strategic Plan), and the INTOSAI Knowledge-Sharing and Knowledge Service Committee (Goal 3 of the INTOSAI Strategic Plan). And these two committees are expected to develop additional specific guidelines in the future also.
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INTOSAI GOVs
	
As mentioned earlier, the INTOSAI GOVs (Guidance for Good Governance) are aimed at the management of government institutions and are providing guidance on internal control and accounting, and other matters relating to administrative tasks and responsibilities. The PSC Subcommittee on Internal Control has 27 members and is headed by XX and the PSC Subcommittee on Reporting and Accounting with 17 members, which is headed by the SAI of Canada, are responsible for the development and maintenance of the INTOSAI GOVs.

The Subcommittee on Internal Control is working closely together with the Institute of Internal Auditors (IIA). 

In addition to its tasks concerning development and maintenance of the INTOSAI GOVs, the Subcommittee on Reporting and Accounting is also observing and participating in the standard-setting meetings of the International Public Sector Accounting Standards Board under IFAC, and keeping the INTOSAI community updated of the Board’s activities.

The INTOSAI GOVs are numbered from 9100 – 9199 and the documents currently included in the ISSAI framework are dealing with subjects like:

- Guidelines for internal control standards for the public sector
- How to report on the effectiveness of internal controls
- Entity risk management
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Due process
	
ISSAIs and INTOSAI GOVs are developed, revised and withdrawn in accordance with a mutually agreed due process, which governs the entire process from approval of project proposal, appointment of subcommittee members, meeting frequency, publication of agendas and meeting papers to the actual work plan.

The overall purpose of the due process is to ensure consistency, transparency and accountability in relation to the work performed by INTOSAI subcommittees and projects.

The key steps of the official approval of ISSAIs and INTOSAI GOVs can best be described as follows:

1. The subcommittee/project may on rare occasions decide to make a preliminary draft of the guidance it is working on available on the issai website and invite the INTOSAI family to comment on the draft. 

2. But normally, the subcommittee will present an exposure draft of the guidance to the steering committee for approval. Subsequently, the exposure draft will be posted on the issai website for up to 90 days and the INTOSAI family will be invited provide comments to the draft to the subcommittee.

3. After expiry of the comment period, the subcommittee will publish all comments received in one document, which will be posted on the issai website. The subcommittee will go through all the comments received and incorporate those considered relevant in the next version of the document, namely the:

4. Endorsement version. This version (translated into the five official INTOSAI languages) will replace the exposure version on the issai website. The endorsement version requires the approval of the steering committee and the INTOSAI Governing Board before it can be presented at INTOSAI’s triennial congress – the INCOSAI – for final approval. When the Governing Board has approved an endorsement version of a new standard or guideline, it is ready to be used by the public sector auditors, who do not have to await the final approval of the guidance at the INTOSAI Congress.
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Issai website
	
Information on the due process and other relevant matters can be found on www.issai.org which is also providing a clear overview and easy access to all of INTOSAI’s standards and guidelines, most of which are available in the five official INTOSAI languages, namely English, French, Spanish, German and Arabic.

[bookmark: _GoBack]Issai.org is where preliminary drafts, exposure drafts (inviting comments from the INTOSAI family and others), withdrawal proposals and all endorsed versions of new standards and guidelines are published and accessed by the users.

The website also provides information on the ISSAI classification principles, the PSC due process and other relevant subjects. 

Users wanting to be updated on new developments within the INTOSAI audit guidelines can sign up for a free subscription to the ISSAI E-mail Update Service. 
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Questions?
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