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Description of Case studies

Case study purpose

The objectives of the case studies are to test SAI adherence to the draft Charter on SAI Independence, taking into account the different systems of auditing; to provide examples of safeguards that can be put in place in situations where a SAI is unable to meet certain independence application provisions that are part of a principle; and to assist us in developing draft charter guidelines.
Methodology for case studies
a) Preparatory work to acquire knowledge of the SAIs selected for case studies

· discussing with the INTOSAI Secretariat Staff and the Secretary Generals of the regions
· reviewing the country reports prepared at the Vienna seminar on SAI Independence
· reviewing web sites and gathering information through other means for the selected SAIs
b) Survey

· no questions repeated from the previous independence surveys
· questions based on the draft application provisions discussed in Vienna in 2004

· same question to be used for all case studies

· test elements where there was partial agreement and complete disagreement from the working groups discussion in Vienna

· provide space in the questionnaire to obtain comments on:

· cases where SAI has been able to improve its independence

· areas where the SAI believes it is most vulnerable with respect to independence

· how the SAI mitigates risks to its independence

c) Case Studies preparatory work
· prepare a draft questionnaire
· distribute the questionnaire, methodology, and the choice of countries to all members of the sub-committee to obtain their comments
· finalize questionnaire
· provide the PSC with the list of countries selected for the case study and the methodology to submit to the INTOSAI Governing Board for its review and approval
· advise the SAIs and their regional secretariat that they have been selected for the case studies
· send questionnaire to the selected SAIs
· conduct interviews and assess the case studies
Target Population and Return Rates

The selected case studies were intended to cover all or most INTOSAI regions.  It was also ensured that all types of Audit Institutions be represented (Court of accounts, Board of audit, Westminster type) and that SAIs with different levels of independence also be represented.  Finally, only SAIs that showed real interest in participating were selected for the project.  

The case studies were selected based on the suggestions of the Secretaries General of the INTOSAIs regional working groups.  Only SAIs that volunteered were identified for the case studies.  In total, of the nine SAIs that volunteered, the following eight responded: Morocco, the Philippines, Micronesia, New Zealand, Tonga, Saint Lucia, Ghana, and Cyprus.
As participation in the case studies was on a volunteer basis, a 90 percent response rate was received.
Case study results

Participants in the case studies were asked to provide detailed response to four questions:

1) Given the principles and the application provisions, are you of the view that you are meeting all or some of the requirements for an independent SAI and explain how?

2) If you are not meeting all or some of the requirements as stated in the principles and applications provisions, do you achieve the same objectives but through different means using different kinds of safeguards to achieve independence?  If so, please explain how you meet the objective and explain why, in your view, these safeguards are the means to independence?

3) Is there any area where you think you are more vulnerable with respect to independence and, if so explain?

4) Describe for us the cases where you have been able to improve independence in your SAI, and tell us how you were able to achieve this.

Answers to these questions were to be based on the eight core principles on the Draft Charter of SAI Independence.  

Results are presented below using the same answer model as provided from the participants of the case studies.
Reply to the four questions that were asked to SAIs participating in Case Studies

1) Given the principles and the application provisions, are you of the view that you are meeting all or some of the requirements for an independent SAI and explain how?

On average, the participants of the case studies responded that they generally meet the requirements for an independent SAI (see Figure 1).  Generally, this means that most of the requirements are being met; nevertheless, they acknowledge that some principles are not being met at all or require significant improvements. A very small percentage of participants are of the opinion that they meet all the requirements for an independent SAI.  In addition, a very small percentage of the cases acknowledge that they meet only a few of the core principles but believe that their ability to act independently of government executive preserves their independence.
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Explanation on how participants view they are meeting the requirements for independence are explained below by core principal—Charter of SAI Independence.
Core principal 1:  The existence of an appropriate and effective constitutional/statutory/legal framework and of de facto provisions to apply this framework
Most of the case study participants stated that  their independence is clearly spelled out in legislation. Legislation frameworks vary from one country’s Public Audit Act to another country’s Constitution Act.  In almost all cases, the specified legislation spells out in detail the extent of the SAI’s independence, with criteria such as:

· performance of its functions, duties, and powers
· organization and management of its resources

· organization and management of its mandate products and reports
Most of the participants indicated the existence of appropriate and effective legislation. Others indicated that its application and its effectiveness are at times hindered by the Executive, mostly due to the following reasons:
· political instability

· the government’s role in determining appropriations and funds allocation

· the government’s influence on budgets and other resources

Areas of vulnerability to the SAI’s independence will be further discussed in question three of this section.
Core principal 2:  The Independence of SAI heads and “members” (in collegial institutions), including security of tenure and legal immunity in the normal discharge of their duties
Most participants indicated that the heads of office are appointed, re-appointed, or removed by the Legislature or by the Head of State on approval of the Legislature as specified in their application of the legislation.  Such terms and conditions are specified in the participant’s applicable legislation.  

Terms of office indicated by the respondents take the form of a fixed number of years, a lifetime appointment, or have an age limit.  Twenty five percent of the participants have nevertheless pointed out that the length of the term of appointment of their Head of SAI is significantly short and therefore does not provide sufficient time to effectively fulfil its mandate. 
Finally, most of the participants indicated that they lack protection against legal prosecution for any acts resulting from the normal discharge of their duties.  Only one respondent indicated having such immunization in its Legislation.
Core principal 3:  A sufficiently broad mandate and full discretion in the discharge of SAI functions
Most or all of the participants of the case studies indicated that they have a sufficiently broad mandate and full discretion that enables them to discharge their functions effectively, efficiently, and independently.  Part of the definition of a sufficient broad mandate and full discretion includes activities such as: 
· the power to investigate the use of public monies or assets

· the power to investigate the collection of revenues owed to the government

· the power to audit the legality of government accounts and entities

· the power to audit the quality of financial management and reporting

· the power to audit economy of government operations, the efficiency, and effectiveness of government operations

· the power to audit the government policy implementation (restricted to implementation only)
Fifty percent of the participants admit that the extent of their mandates covers only the effectiveness and efficiency of government operations; however the power to audit the economy of government is still a work-in-progress in legislating their mandate.

In most cases, the extent of the participants’ mandate includes the freedom of direction and interference from the Legislature in the selection of its audit issues, and in the planning, programming, conduct, reporting, and follow-ups of its audits.  In twenty five percent of the cases, the respondents answered that the annual work plan (audit issues) is annually discussed with the Legislature before implementation and its implementation is very much dependent on the availability of the resources given by the Legislature and/or the consent of the Executive.  Finally, although most of the participants indicated being free from direction and interference from the Legislature in the organization and management of its office, fifty percent responded that they lacked control over the resources and needed to have complete power and independence over their office.
Most of the case study participants indicated that they were not involved in the management of the organizations they audit and that they do not develop a close relationship with the entities they audit.  However, 25 percent pointed out that this issue as a vulnerable area due to their lack of resources and the clients’ lack of expertise.
All of the participants responded that they make use of appropriate work and audit standards and adhere to a code of ethics that is applied to their own operations and to the organizations it audits.

Core principal 4:  Unrestricted access to information

All case study participants indicated that they have unfettered, full, direct, and free access, on a timely basis, to all the documents and the information necessary for the discharge of their responsibilities. They also indicated that they have adequate power to obtain these documents and information from the persons or entities that have them.
Core principal 5:  The right and obligation to report on their work

Most of the participants are not restricted from reporting the results of their audit work.  Along side this right, most of the respondent indicated that they are required by law to report at least annually on the results of their audit work. At least, 25 percent point out that although they are not required by law to do so, they attempt to report annually.  However, long delays are frequent due to the lack of resources, and in one case, due to political interference.
Core principal 6:  The freedom to decide on the content and timing of audit reports and to publish and disseminate them
Most of the respondents indicated that they have the freedom to decide on the contents of their audit reports, although one SAI raised the issue that it can sometimes be influenced depending on the sensitivity of the issue.  All SAIs have also stated that they are free to make observations and recommendations in their audit reports.  
Most of the participants indicated that they have statutory time limits for submitting annual results to the Legislature, but that there is no timing restraint on publication of audit reports.  A little more than 10 percent added that due to lack of resources, submission of audit reports can be difficult to manage, in part because of the backlogged audits.

Finally, all respondents indicated that they are free to publish and disseminate their reports, once they have been formally tabled as required by law. 
Core principal 7:  The existence of effective follow-up mechanisms on SAI recommendations

The participants of the case studies indicated that audit reports are submitted to the Legislature or Governing Board, in some cases for review and for follow-up.  All respondents have also indicated that they have some form of internal system of follow-up to ensure that their observations and recommendations, as well as those of the Legislature, have been properly addressed by the audited entities.  Interestingly, one SAI pointed out that, as per the country’s Audit Service Act, the audited entity is required by law to set up an Audit Report Implementation Committee to perform the follow-up and ensure that the audit recommendations are implemented.  

Core principal 8:  Financial and managerial/administrative autonomy and the availability of appropriate human, material, and monetary resources
As will be discussed further in this report, this principle is the area where most of the participants felt most vulnerable with regards to independence.  Approximately 38 percent of the respondents indicated enjoying fiscal autonomy; their annual appropriations are approved and automatically released by the Legislature.  The same 38 percent also indicated that they have full power to manage their own budget and are free to allocate it as appropriate.  They also have the right of direct appeal to the Legislature if the resources provided are insufficient to fulfil their mandate. 
As for the others, the respondents considered this principle as presently not being met and noted that it remains an area in need of great improvement.  (See question three and four below for more detail.)
2) If you are not meeting all or some of the requirements as stated in the principles and applications provisions, do you achieve the same objectives but through different means, using different kinds of safeguards to achieve independence?  If so, please explain how you meet the objective and explain why, in your view, these safeguards are a means to independence?

Very few participants responded to this question because they either believe that they meet the requirements stated in the principles or they do not.  In situations when they are unable to meet the requirements, significant barriers hinder them from achieving the same safeguarding objectives through different means.
Some information was gathered from the few participants that responded.  The SAIs who responded to this question considered themselves to be vulnerable in certain areas but have been able to encompass this risk by applying different means of safeguards to achieve independence.  

Table 1.  Safeguarding the independence through other means 
	Core principles (considered not met by participants of the case studies)
	Safeguarding the independence through other means


	The existence of effective follow-up mechanisms on SAI recommendations (Principle 7)
· Your SAI submits its audit reports to the Legislature for review and for follow-up with specific recommendations for corrective action by the Executive.
	One of the respondents indicated that he/she has no formal mechanisms for follow-up of recommendations.  However:
· The SAI has a strong relationship with select audit committees.  Those relationships are used to secure briefings and presentations to committees on the reports and recommendations.
· Some informal mechanisms exist for drawing reports and recommendations to the attention of the Executive such as, regular meetings between the Executive, government departments, the Treasury, and the Cabinet.


3) Is there any area where you think you are more vulnerable with respect to independence and, if so explain?
The following identifies areas (principles) are believed to be challenges, barriers or risks to independence or SAIs.
	Core principles (considered not met by participants of the case studies)

	Barriers, challenges, and risks 


	The SAI’s legal framework ensures that it is independent as a whole (Principle 1).
	· Government’s role in determining appropriations and funds allocation

· Government’s influence on budgets and other resources

	Your SAI has sufficient resources available (Principle 1).
	

	The appointment is for a sufficiently long and fixed term to allow the head of your SAI to carry out their mandate without fear or retribution (Principle 2).
	· Very short term of appointment does not provide sufficient amount of time to effectively implement his/her Audit Plan and efficiently carry out his/her mandate.

	Current and former heads of SAIs are immune to legal prosecution for acts that results from the normal discharge of their duties (Principle 2).
	· There is no legal immunity from prosecution for any act that results from the normal discharge of his/her duties. 
· Legislative change is required.

	Your SAI is free from direction and interference from the Legislature in the organization and management of its office (Principle 3).
	· The SAI organizes and manages the office within the limitation of the budget availability.
· The lack of control by the Legislature over the SAI’s resources enables the SAI to have complete power and independence over the organization and management of its office. 

	Your SAI is not involved in the management of the organizations that it audits (Principle 3).
	· The lack of resources sometimes forces the auditors to risk their independence and integrity.
· The  clients’ lack of expertise and the size of the SAI may hinder the objectivity and independence of the auditors.

	Your SAI ensures that its personnel do not develop too close a relationship with the entities they audit (Principle 3).
	· 

	Your SAI is required by law to report annually on the results of its audit work (Principle 5).
	· The lack of proper competent resources affects the reporting timing, which, in turn, creates a backlog in audit results.

	Your SAI is free to publish and disseminate its reports, once they have been formally tabled as required by law (Principle 6).
	· Issues that are considered “more sensitive” in nature sometimes influence the writing of the report and the content.

	Your SAI is free to decide on the content of its audit reports (Principle 6).
	· 

	Your SAI submits its audit reports to the Legislature for review and for follow-up with specific recommendations for corrective action by the Executive (Principle 7).
	· There is no parliamentary forum in which SAIs can be sure that their audit reports will receive parliamentary attention.
· There are no requirements for the Executive to respond to Parliament on the recommendations of reports.

	Your SAI’s access to necessary and reasonable resources is not under the control or the direction of the Executive (Principle 8).
	· The absence of adequate and predictable financial resources is a prime difficulty.
· The independence of SAIs is limited since it does not have the authority nor the freedom to acquire the resources it needs to effectively exercise its mandate on its own.
· Substantial discrepancies exist between the annual budget and proposals and actual allocation, including problems with timing and actual releases of funds by the Treasury.
· The Executive exerts a lot of influence on the process of budget approval leading to significant cuts in the budget proposals.
· Although SAIs have the right to direct appeal, the appeal is, in most cases, rejected.

	The Legislature is responsible for ensuring proper resourcing of your SAI, to enable it to fulfil its mandate (Principle 8).
	· 

	Your SAI prepares its own budget and submits it directly to the Legislature for approval (Principle 8).
	· 

	Your SAI has the right of direct appeal to the Legislature if the resources provided are insufficient to allow the SAI to fulfil its mandate (Principle 8).
	· 


4) Describe for us the cases where you have been able to improve independence in your SAI and tell us how you were able to achieve this.
Although the case study participants have indicated important challenges, barriers, and risks to their SAI’s independence, in some cases they have also indicated their ability to improve their level of independence.  The following are isolated cases in which specific SAIs have been able to achieve such improvement.
Enhancing professional independence requirements

· There is  work-in-progress for a proposed Bill to improve the structural framework of the SAI, especially its relationship with the Executive and Legislature, and mandate for performance auditing.  Review of legislative frameworks.
· The SAI has adopted organizational behaviour to appear more independent from the Executive by engaging with them only for audit work, effectively distancing themselves from their political masters.

· The SAI is implementing an internal system to follow up on recommendations.

Conclusion

The objective of this report was to summarize the responses of the case studies in reference to the adherence to the draft Charter on SAI Independence and to summarize their responses in regards to the four questions contained in the questionnaire prepared by the Sub-Committee.  
On average, the participants of the case studies are of the opinion that they are generally meeting the requirements for an independent SAI.  However, many still indicated that they have some challenges with regard to specific principles of the draft Charter on SAI Independence.  These challenges are considered by some as barriers to their independence and by others as opportunities for improvement.  In most cases, participants have raised similar concerns regarding vulnerabilities related to financial and managerial autonomy and effective follow-up mechanism on SAI recommendations.  Together, these two principles are considered the most challenging for the SAIs.
Finally, although most or all of the participants indicated that there is room for improvements, very few responded to question four, which asks them to describe a situation in which their SAI was able to improve its independence and the method used to do so 
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