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D R A F T 
Mandate 
for 

INTOSAI Professional Standards Committee
2007-2010 
The INTOSAI Professional Standards Committee (PSC) hereby presents the mandate 2007-2010 for the XIX INCOSAI for approval. 

1. Introduction
When formulating the mandate for 2007-2010, the PSC Steering Committee has considered:

a) accomplishments of the PSC 2004-2007

b) “fixed engagements” for the PSC originating from previous strategic decisions, e.g. the tasks laid down in the strategic plan of INTOSAI
c) the future needs of the INTOSAI community to continue to maintain, update and develop standards and guidelines.

d) the results of the survey that PSC conducted in December 2006 among all SAIs on needs and priorities in developing professional auditing standards and guidelines.

Ad a): Mandate 2004-2007 and fulfilment of the strategic goals

PSC was established at the INCOSAI in 2004 and at the inaugural meeting of the PSC Steering Committee in 2005, the following set of strategic goals were formulated for the period 2004-2007:

· Develop a common framework for all INTOSAI professional standards to be presented at INCOSAI 2007 – the framework of International Standards for Supreme Audit Institutions (ISSAI) on www.issai.org
· Conduct a survey on the present status of the INTOSAI professional standards and guidelines among SAIs and on the need for new standards.

· Establish a performance audit Subcommittee and present the draft TOR to the Governing Board meeting 2006.

· Develop partnerships with other external standard setters in order to facilitate knowledge sharing and cooperation.
· Elaborate on an implementation and communication plan for the professional standards and guidelines in cooperation with IDI and in accordance with the Global Communication Policy of INTOSAI.
· Elaborate on a set of transparency and accountability principles.

These strategic goals have all been fulfilled and the PSC mandate 2007-2010 rests on the accomplishments of the PSC so far. The PSC Steering Committee has decided not to pursue a communication plan any further, since this issue is covered in the Global Communication policy. 
Ad b) “Fixed” engagements for the PSC
According to the strategic plan of INTOSAI, the main task of the PSC is to promote strong, independent and multidisciplinary SAIs by:
· encouraging SAIs to lead by example, and

· contributing to the development and adoption of appropriate and effective professional 

standards.
The expected benefits included greater focus and attention on professional standards and a strengthening of the profile and status of INTOSAI’s audit standard-setting process (and participation with other standard-setting organizations) within the broader accountability community. 

[For the purpose of discussing the draft mandate at the Steering Committee meeting in Bahrain, please find attached in annex 1, a list of other strategic considerations/decisions that may be viewed as “fixed engagements” for the PSC].

Ad c) Maintaining guidelines and standards

The current development of INTOSAI guidelines is a substantial investment. The costs have been borne by the participating SAIs. The decision to use and build upon other standards and the established cooperation between IFAC and FAS will require a permanent process of continuous updating in the future. Following the development of a complete set of guidelines in 2010, INTOSAI will need a body that can ensure the continous reviewing and updating of the set of ISSAIs. The process should live up to good practice among standard-setting organisations. It should ensure clarity and transparency by providing equal access to information to all interested parties and proper records of the standard development.      
Ad d) Main results of the PSC survey
In order to get input from all SAIs to the PSC mandate 2007-2010, the PSC in December 2006 conducted a survey among all SAIs on the needs and priorities in developing professional auditing standards and guidelines.
The survey shows that:

· 3/4 of all SAIs use INTOSAI auditing standards, often in combination with standards from other sources.

· Almost all SAIs expressed the view that INTOSAI guidelines are needed and should be further developed.
· There is widespread consensus that there are some differences between public and private sector auditing and that there is therefore a need for special guidance for public sector auditing in some areas. 

[For further elaboration of the results of the survey, please see the separate survey-report].
2. Mandate 2007-2010

In 2007-2010 PSC should continue to develop and promote the International Standards for Supreme Audit Institutions (ISSAI) by providing practical guidelines on financial audit, compliance audit and performance audit and other areas of importance to SAIs. In the light of the results of the survey and the above considerations, the PSC will:

-  work to harmonize public sector audit internationally by recognizing, utilizing and building on standards issued by other standard setting bodies and developing supplementary guidance in areas where SAIs have special needs. 
- give high priority to ensuring clear and user-friendly guidance on the special role of SAI’s and particular features of public sector auditing  - following the principle that where the tasks are the same, the standards should be the same, where the tasks differ the standards should differ. 
 - prepare a decision on permanent maintenance of the set of ISSAIs taking into account that the implementation of the ISSAIs is decided on by the individual SAIs while issues of communication are addressed in the INTOSAI Communication Policy and tasks of capacity building are addressed by INTOSAI Capacity Building Committee.
Strategic goals of the PSC 2007-2010:
Before the next INCOSAI in 2010 PSC is aiming to achieve the following goals:
1.  Present a complete set of implementation guidelines on financial audit (ISSAI 1000-2999) that are to the furthest extent possible and appropriate based on the International Auditing Standards (ISA) issued by The International Federation of Accountants (IFAC) and contain practice notes and supplementary guidance on issues of special importance to SAIs. 

2.   Present a complete set of implementation guidelines on performance audit (ISSAI 3000-3999). In addition to the existing performance audit guidelines (ISSAI 3000) the committee will consider guidelines for “smaller scale” performance audit tasks, e.g. audits of performance statements.
3.  Present a complete set of implementation guidelines on compliance audit (ISSAI 4000-4999) meeting the needs of the various tasks of SAIs, taking consideration of the differences in their legal status and mandate. 
4.  Present a set of principles of Transparency and Accountability for approval (ISSAI 20). 
5.  Continuously make all relevant documents accessible at www.issai.org in a user- friendly format. This task is carried out in close cooperation with the goal liaison and working groups of goal 3 as well as INTOSAI’s Secretariat General. 

6. Present a proposal for decision by the Governing Board on a permanent organisation of the continous updating and improvement of the set of ISSAIs that is to be effective from 2010 following the approval of the XX INCOSAI.
7.  Continue partnerships with other external standard setters in order to facilitate know-ledge sharing and cooperation.
If deemed necessary, the PSC may take initiatives to provide further guidance within areas of special importance to SAI’s. 

PSC’s subcommittees will carry through the strategic goals as described in the following:
Subcommittee on Financial Audit Guidelines (FAS)

The purpose of the FAS is to develop Guidelines for financial audit. The Financial Audit Guidelines will form in-depth guidance to the INTOSAI Auditing Standards. The Guidelines will constitute the fourth level in the existing hierarchy of standards in INTOSAI. The Guidelines will not be compulsory for INTOSAI members, but will constitute an INTOSAI recommended best practice. 

The purpose is formulated in the FAS strategy:

“To develop high quality guidelines that are globally accepted for the audit of financial statements in the public sector by making use of the best resources from the INTOSAI members and by leveraging the expertise and resources of the IAASB, an internationally respected auditing standards setting organization, for a strategic and cooperative partnership”

The subcommittee will in 2007-2010:  

1. Continue to incorporate public sector considerations into the ISAs by:

· Participating as members in IAASB task forces to write audit standards on current and future projects 

· Writing comment letters on ISA exposure drafts where INTOSAI has not provided any input to the IAASB task force

2. Continue to provide guidance above and beyond what is provided in the ISA for public sector audits by:

· Drafting practice notes for all ISAs in order to provide special considerations for the public sector

· Drafting additional guidance to deal with the special needs of the public sector which together with ISAs and PNs will form the INTOSAI Financial Audit Guidelines

3. To present a complete set of the Financial Audit guidelines for endorsement at the INCOSAI in 2010.

· The goal of the subcommittee is to present a complete set of 

               financial audit guidelines to the INCOSAI, comprising ISA 

               and Practice Notes and additional guidance.  

Subcommittee on Compliance Audit (CAS)
The purpose of the subcommittee in 2007-2010 is to finalize the development of the INTOSAI Compliance Audit Guidelines. The guidelines shall give practical guidance on how compliance audit should be planned, executed and reported.

The subcommittee will in 2007-2010:

· Present to INCOSAI 2007 the main part of the guidelines consisting of Recommendations on planning and designing compliance audit, executing compliance audit, reporting compliance issues and follow-up on reported non-compliance.


· Develop a subsequent section on Application Material which is intended to provide further explanation and guidance on the recommendations, and which may identify and describe other procedures or actions relating to the auditor’s activities. Whether the auditor carries out such procedures or actions will depend on the SAI's mandate and the objective of the compliance audit, and on the auditor's exercise of professional judgements.


· Consider whether it is appropriate to develop further guidance on compliance audit as a part of performance audit or as a separate audit type, and, if so, develop such guidance. The Compliance Audit Guidelines to be presented to INCOSAI 2007 will have their emphasis on the integration between financial audit and compliance audit, while recognizing that some SAIs include the audit of compliance issues within their concept of performance auditing or regard it as a separate audit type.

Subcommittee on Performance Audit (PAS)
The purpose of the Performance Audit Sub-Committee (PAS) is to promote the INTOSAI Implementation Guidelines for Performance Audit and to develop and disseminate other guidance that may be needed by the INTOSAI community. 

The subcommittee will in 2007-2010:  

1 - PAS Chair will consult IDI about their current approach on performance audit training and particularly on how the INTOSAI guidelines fit into that training. 

2 - Based on results from task 1, PAS will consult members to identify key needs among SAIs for additional guidance and training. 

3 - With PSC guidance, PAS will promote interaction with international co-operation agencies in order to make them aware of PAS availability to provide advice on the importance of performance audit, and to help SAIs develop the necessary skills.

4 - PAS will develop a more detailed work program. Areas that might be considered include topic selection, design, resourcing, audit scope, reporting, adequacy of audit evidence, and need for guidelines for smaller scale performance audits.
Subcommittee on Internal Control Standards

[The purpose of the subcommittee is to promote and futher develop the INTOSAI Guidance on Good Governance on internal controls. 
The subcommittee will in 2007-2010:  

]
Subcommittee on Accounting and Reporting
[The purpose of the subcommittee is to observe and participate in the public sector accounting standards setting activities of IFAC’s International Public Sector Accounting Standards Board (IPSASB). 
The subcommittee will in 2007-2010:  

· Prepare periodic reports for the INTOSAI membership about current and planned IFAC IPSASB activities.

· Encourage INTOSAI members to provide comments directly to the IFAC IPSASB on its Exposure Drafts and similar documents

· Prepare a report about the cumulative activities of the IPSASB to INCOSAI in 2010]
Motion
As Chair of the INTOSAI Professional Standards Committee, I hereby move that the Congress adopts the Mandate for the PSC 2007-2010 including the Mandate for the PSC Subcommittees.
Annex 1:”Fixed engagements” for the PSC 
[Prepared for the Steering Committee - Not presented to INCOSAI]
In a number of documents, the PSC Steering Committee and others have touched upon the PSC mandate 2007-2010. Some of the issues are to be considered as “fixed engagements” that should be included in the work with the mandate. Listed below are the main documents and subjects that have been taken into consideration in connection with the formulation of the draft PSC Mandate 2007-2010. 
The PSC Terms of reference
According to the Terms of reference for the PSC, the following work should be conducted in the years 2007-2010:
· Elaborate on the INTOSAI standards and guidelines on the basis of the survey and framework in order to make them more useable.
· Initiate the development of new standards and guidelines in the light of the survey. Implement the present standards in the light of the implementation and communication plan and in cooperation with the IDI.

· Work with the standard-setting organizations.

· Elaborate on the practical guidance material on the basis of the implementation plan. Supporting and advising the IDI and the regional working groups.

· Elaborate on a code of transparency and accountability to be presented at INCOSAI 2010.
The Strategic Plan of INTOSAI 2005 - 2010
According to the Strategic Plan of INTOSAI, the strategic goal for the PSC is to promote strong, independent, and multidisciplinary SAIs by (1) encouraging SAIs to lead by example and (2) contributing to the development and adoption of appropriate and effective professional standards.
In the Strategic Plan, it is furthermore emphasized that it is a fundamental role of INTOSAI to define and promote professional standards that are relevant to all SAIs and that address core work practices related to audit, internal control, and accounting and performance reporting. To establish these guidelines, INTOSAI should work both internally and with external standard-setting organizations.

This results in the following proposed strategies:

1. Develop accountability and transparency principles.
2. Review and restructure the current standards committees’ arrangements.
3. Develop partnerships with other international standard setters.
The Expected Benefits of the work of the PSC are:

· Capitalizes on INTOSAI’s accomplishments to date.

· Provides greater focus and attention on professional standards.

· Raises the profile and status of INTOSAI’s audit standard-setting process (and participation with other standard-setting organizations) within the broader accountability community.

· Recognizes and provides the scope for enhanced effectiveness of the work on professional standards without increasing the level of SAI input by rationalizing the committee structure.

· Promotes the adoption and application of professional standards consistent with the requirements and authorities of SAIs and national sovereignty.
The ISSAI-framework

The introduction of a common framework for INTOSAI standards and guidelines as presented by PSC at www.issai.org was approved by Governing Board in November 2006 and an exposure draft subsequently sent for comments to all SAI’s. The framework is to be endorsed by INCOSAI.
Conclusions on a dual approach
The steering committee concluded the following at its meeting in Washington in May 2006:
The PSC Steering Committee agreed that the PSC should strive for a dual approach in fulfilling the goal of developing implementation guidelines to the INTOSAI Auditing Standards approved by INCOSAI in 2001: 

INTOSAI’s guidelines should preferably be based on standards that are widely recognized among SAIs.  By recognizing, utilizing and building on standards issued by other standard setting bodies to the maximum extent possible and appropriate, PSC will work to harmonize public sector audit internationally. INTOSAI will develop complementary guidance where there is a special need and/or a pressing concern in the SAI environment and will seek to influence international standards to address issues of particular interest to SAIs. In doing so, PSC will look to eliminate any duplication within the framework of INTOSAI’s professional standards.

This dual approach should provide clarity by emphasizing in what aspects private and public sector auditing is alike and in what aspects auditing in the two sectors differs. The approach will allow PSC to concentrate its own efforts in developing guidance in fields where SAIs have special needs due to their status as national authorities within the constitutional systems and the special considerations of public sector auditing.  

The Subcommittee on Financial Audit Guidelines will continue its work under the memorandum of understanding with IFAC. Due to the cooperation with IAASB on providing INTOSAI experts in the task forces to develop ISA’s, these can be expected to be applicable to a high degree to public sector auditing as well as private auditing. If there are specific public sector perspectives not covered by ISAs, these will be stated in the Practice Notes, explaining how the public sector auditor may deal with these areas. In areas where there are no ISA’s, the FAS will develop additional guidance in accordance with the scope of the Financial Audit Guidelines.      

In the field of compliance audit and performance audit, the Steering Committee encourages the subcommittees to consider existing standards in the further development of guidelines. As a working method the committees should consider if any national, regional or international standards are widely recognized among the SAI’s of the world and could form the basis of the committee’s work. The steering committee invite all SAI’s to forward any standards they might consider relevant, to the subcommittee chairs. Examples of standards could be USA’s yellow book (national), the European Implementation Guidelines to INTOSAI’s Auditing Standards (regional) or IFAC or IIA standards (global). After consideration of these and other standards, the subcommittees should advise the PSC of any standards it believes acceptable to INTOSAI or could be consolidated into suitable guidelines. Should there be no such standards the subcommittee should explain the issues and concerns. 

In accordance with the Lima declaration and the INTOSAI Auditing Standards approved by INCOSAI, INTOSAI’s standards and guidelines are not compulsory. As SAIs are national authorities exercising their duties on basis of their legal mandate there is no enforcement mechanism directed at SAIs. The PSC Steering Committee encourages the Capacity Building Committee to consider if peer reviews could provide a voluntary mechanism of establishing compliance with INTOSAI standards and guidelines.

The steering committee will continue to ensure that the mandates, terms of reference and work plans of PSC and the subcommittees are followed. At a coming meeting the steering committee will discuss what mandate to ask for at INCOSAI 2007 in order to further elaborate on INTOSAI’s documents. 

The paper “Beyond 2007”

Beyond 2007 was a paper meant to support a first discussion of PSC’s tasks and mandate in the coming years. The paper was discussed at the PSC Steering Committee meeting in Cameroon, September 2006. According to the paper, the strategic goal beyond 2007 is to initiate the development of new standards and guidelines in the light of the survey.

According to the paper, a challenge for PSC in the coming years will be to concentrate its resources on the most important gaps and deficiencies in the body of documents so far approved by INCOSAI. Mapping the wishes of SAIs in relation to the existing body of INTOSAI standards and guidelines was thus an important purpose of the survey. 

Furthermore it is emphasized in the paper that it may also be asked to what extent there is a need to review some of the existing documents previously approved by INCOSAI. As PSC already has an ambitious work plan, a careful evaluation of the resources needed against the potential benefits should be made before launching projects to improve upon documents already made. Two factors should influence such decisions:

1. When was the document approved by INCOSAI? Some documents have been issued only a few years ago, e.g. Im​plementation guidelines for performance audit (2004). For such documents the presump​tion must be that changes at this stage (perhaps apart from editorial changes to adapt to a common format) could be premature.

2. How many SAIs find that a modification of the document is needed and will it be possible to find a solution that better meets the INTOSAI members’ different needs and wishes? PSC should try to use its limited resources on projects that have a good chance of achieving a result that will be widely welcomed by the SAIs. Mapping the wishes of SAIs in relation to the existing body of INTOSAI standards and guidelines will thus be an important purpose of the survey.
Finally it is stated in the paper that when considering the total body of documents it is not only important to fill in gaps – it is equally important to ensure clarity: 
A. Within the hierarchy of documents. If more than one document contains provisions on the sa​me subject matter, there should be a clearly defined relationship between the documents, and the higher level provision should have a more general area of application than the lower level provision. 

B. In relation to standards from other standard-setting bodies.  Standards and guidelines on auditing should combine the greatest possible clarity with the ne​cessary flexibility to cover the various situations to which they apply. Overlapping or even com​peting standards is not a desirable situation. In areas where the tasks of SAIs and other au​ditors are identical, it is therefore preferable that the same set of standards apply. On the other hand, there are also areas where the role and responsibility of a SAI differ from the ro​le of a privately engaged auditing company. In these areas, clarity is best maintained by sti​pu​lating that different standards apply. Where the tasks are the same, the standards should be the same, where the tasks differ the standards should differ.
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