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INTRODUCTION 
 

1. Professional standards and guidelines are essential for the credibility, quality and 

professionalism of public-sector auditing. The International Standard of Supreme Audit Institutions 

for Performance Auditing developed by the International Organisation of Supreme Audit Institutions 

(INTOSAI) aims to promote independent and effective auditing 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. 

 

2. The Fundamental Principles of Public-Sector Auditing, amongst other things, defines the 

purpose and authority of ISSAIs and the framework for public sector auditing. The Fundamental 

Principles of Performance Auditing builds on and further develops the fundamental principles of 

ISSAI 100 to suit the specific context of performance auditing. ISSAI 3000 is the International 

Standard for Performance Auditing and should be read and understood in conjunction with ISSAI 

100 and ISSAI 300. 

 

3. ISSAI 3000 provides requirements for the professional practice of performance auditing 

followed by explanations in order to enhance the clarity and readability of the standard.  

 

4. Requirements contain the content necessary for high quality audit work. They make 

transparent to auditors what is expected of them and to stakeholders what they can expect from the 

auditors work. ISSAI 3000 uses the term ‘the auditor’ and defines what is required by the auditor in 

the conduct of high quality audits. Where it is relevant – e.g. where institutional issues are involved 

- reference is also made to the Supreme Audit Institution (‘the SAI’). Requirements are “shall” 

statements presented in bold.  

 

5. Explanations describe in more detail what a requirement means or is intended to cover.   

 

6. ISSAI 3000 does not cover guidelines for performance auditing, which are provided by other 

ISSAIs in the 3000 series. ISSAI 3100 provides guidelines related to audit concepts while ISSAI 

3200 provides guidelines related to the audit process. Guidelines contain clarifications and 

descriptions on how to implement the requirements and also include examples of good practices. 

 

7. ISSAI 3000 is structured largely in the same order as ISSAI 300 and consists of four 

sections: 

a) The first section establishes the scope of the International Standard for Performance Auditing 

and how reference to it can be made by Supreme Audit Institutions (SAIs). 

b) The second section defines performance auditing and its objectives, as well as the principles 

underlining the concept of performance.  

c) The third section consists of general requirements for performance auditing. These 

requirements shall be considered prior to commencement and throughout the audit process. 

d) The fourth section contains requirements related to the main stages of the audit process 

itself. 

 

SCOPE OF THIS ISSAI 
 
8. This document provides the International Standard for Performance Auditing for those SAIs 

that choose to make direct reference to international standards for their work. According to ISSAI 

300/6-8, SAIs wishing to make reference to the ISSAI framework relating to performance audits can 

do so in two ways: 

 

9. option 1: by developing a national authoritative standard that is based on or consistent with 

the Fundamental Principles of Performance Auditing, or 
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10. option 2: by making direct reference to the International Standard for Performance Auditing, 

(i.e. this document). 

 

11. Under option 1, INTOSAI recognises that SAIs have contrasting mandates and work under 

different conditions. Due to the varied situations and structural arrangements of SAIs, not all auditing 

standards or guidelines may apply to all aspects of their work. National standards can achieve the 

principles of ISSAI 300 in different ways, given the national mandate, constitutional and other legal 

environment, and the strategy of the SAI or economic circumstances.  

 

12. Therefore, ISSAI 3000 is not meant to be read as a prescription of how national standards 

should be formulated. SAIs have the option of developing authoritative standards that are either 

based on, or consistent with the Fundamental Principles of Performance Auditing. If an SAI chooses 

to develop its own national standards, those standards should include the level of detail necessary 

to accomplish the SAI's relevant audit functions and should correspond to the Principles in all 

applicable and relevant respects. 

 

13. Under option 2, when considering the adoption of ISSAI 3000, it is useful to bear in mind 

that while a principle can be achieved in different systems by different means, a standard with an 

appropriate level of detail is necessary to guide the auditor to follow good practices when conducting 

a performance audit.  

 

14. This standard in no way overrides national laws, regulations or mandates or prevents SAIs 

from carrying out investigations, reviews or other engagements that are not specifically covered by 

ISSAI 3000. 

 

15. ISSAI 3000 provides the standard for those SAIs that choose to adopt it as their authoritative 

standard and make direct reference to it. In such cases, the auditor and the SAI shall comply with 

each requirement of this standard unless, in the circumstances of the audit, the requirement is not 

relevant because it is conditional and the condition does not exist. When all relevant requirements 

have not been fulfilled, reference to this standard shall not be made without disclosure of that fact 

and further explanations about the consequences thereof. 

 

16. When an SAI chooses to make direct reference to the International Standard for 

Performance Auditing, this should be referred to by stating: 

 

… We conducted [description of covered audits] in accordance with the International 

Standard of Supreme Audit Institutions for Performance Auditing. 

 

17. Performance auditing can deal with a wide variety of subject matters and research methods. 

As a result, this standard is flexible and leaves enough room for different approaches. Therefore, 

users of ISSAI 3000 are also encouraged to make full use of the related guidelines for specific subject 

matters. Audits may be conducted in accordance with both ISSAI 3000 and standards from other 

sources provided that no contradictions arise. In those cases, reference should be made both to 

such standards and to ISSAI 3000. 

 

18. Elements of performance auditing can be part of a more extensive audit that also covers 

compliance and financial auditing aspects. When dealing with overlaps between audit types (or 

combined audits) the auditor needs to observe all relevant standards and consider the following 

points: (a) in case of conflicting priorities, the primary objective of the audit guides the auditor as to 

which standards to apply, and (b) when determining which standards to observe in the case of 

combined audits, the auditor will have to determine which standards are the most feasible because 

in certain cases different standards may have different priorities.  

 



ISSAI 3000 – Standard for Performance Auditing 

3 

DEFINITION OF PERFORMANCE AUDITING 
 

19.         Performance auditing carried out by SAIs is an independent, objective and reliable 

examination of whether government undertakings, systems, operations, programmes, activities or 

organizations are operating in accordance with the principles of economy, efficiency and 

effectiveness and whether there is room for improvement.  

 

20.         Performance auditing contributes to improved economy, efficiency and effectiveness 

in the public sector. Performance audit also contributes to good governance, accountability and 

transparency. Performance auditing seeks to provide new information, analysis or insights and, 

where appropriate, recommendations for improvement.  

 

21. 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.  

 

22. The principles of economy, efficiency and effectiveness can be defined as follows:  

a) The principle of economy means minimising the costs of resources, with due regard to 

quality. The resources used have to be available in due time, in and of appropriate quantity and 

quality and at the best price.  

b) 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. 

c) The principle of effectiveness concerns meeting the objectives set and achieving the intended 

results.  

 

23. Further information on the definition of economy, efficiency, effectiveness and the ways 

performance audits provide new information can be found in the ISSAI 3100-3999 guidelines.  

 

GENERAL REQUIREMENTS FOR PERFORMANCE AUDITING 
 

Independence and ethics 
 

Requirement 

 

24. The auditor shall comply with the SAI’s procedures for independence and ethics, 

which in turn must comply with the related ISSAI on ethics. 

 

Explanation 
 

25. Auditors can find additional guidance in ISSAI 10 Mexico Declaration on SAI Independence 

as well as ISSAI 11 INTOSAI Guidelines and Good Practices related to SAI Independence and ISSAI 

30 Code of Ethics. The key principles of ethics as defined in ISSAI 30 are integrity, objectivity, 

professional competence and due care, confidentiality and professional behaviour.  

 

Requirement 

 

26. The auditor shall take care to remain independent so that his/her conclusions and 

findings will be impartial and be seen as such by third parties.  
 

Explanation 
 

27. In performance audits there might be specific risks to independence that the auditor must 

also consider. In a performance audit the auditor has a particular role in identifying criteria, 

measuring against those criteria, and formulating a balanced report. In this regard the auditor needs 
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to ensure the independence of the audit and the final results and safeguarding the ethical behaviour 

of the audit team. It is also advisable considering the positions of various stakeholders and their 

interests, and establishing open and good communication with them. 

 
Intended users and responsible parties 

 

Requirement 

 

28. The auditor shall explicitly identify the intended users and the responsible parties of 

the audit and throughout the audit consider the implication of these roles in order to conduct 

the audit accordingly. 

 

Explanation 
 

29. 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. 

 

30. 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. The responsible party may include those 

responsible for the subject matter being audited in an operative and/or supervisory role but can also 

refer to those responsible to address the recommendations and initiate changes required. A 

responsible party may also be an intended user, but it will typically not be the only one.  

 

31. It is advisable for the auditor to also consider the needs and interests of the intended users 

and responsible parties.  By taking into account the needs and interests of the intended users and 

responsible parties the auditor can ensure that the audit report is most useful and understandable to 

these entities. This however should in no way undermine the independence of the auditor who 

remains responsible for a well balanced approach pursuing the public interest.  

 

Subject matter 
 
Requirement 

 

32. The auditor shall identify the subject matter of a performance audit.  

 

Explanation 
 

33. The subject matter relates to the question “what is audited”. The subject matter of a 

performance audit may be specific programmes, undertakings, systems, entities or funds and may 

comprise activities (with their outputs, outcomes and impacts) or existing situations, including causes 

and consequences.  

 

34. Many topics in performance auditing are politically sensitive. Performance auditing 

examines whether decisions by the legislature or the executive are efficiently 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 of the laws and regulations or their implementation have prevented the specified 

objectives from being achieved.  

 

Confidence and assurance in performance auditing 
 

Requirement 
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35. The auditor shall communicate in a transparent way assurance obtained on the 

subject matter with regard to aspects of economy, efficiency and effectiveness achieved by 

the audited entity. 

 

Explanation 

 

36. As in all audits, the users of performance audit reports will wish to be confident about the 

reliability of the information that they use for making decisions. By providing information that is 

evidence based the auditor is enhancing the confidence of the intended user in the audit report.  

 

37. The auditor has to provide users with assurance that the findings in the audit report are 

based on sufficient and appropriate evidence and that the auditor has taken sufficient steps to reduce 

or manage the risk of reaching inappropriate conclusions.  

 

38. The assurance on the subject matter about the audited entity’s achievement of economy, 

efficiency and effectiveness may be conveyed in the performance audit report in different ways but 

not limited to:  
a)  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 

b)  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.  
 

Audit objective(s)  
 

Requirement 

 

39. The auditor shall set a clearly-defined audit objective(s) that relates to the principles 

of economy, efficiency and effectiveness.  

 

40. The auditor shall elaborate the audit objective(s) in sufficient detail in order to be 

clear about the questions that will be answered and to allow logical development of the audit 

design. 

 

41. If the audit objective is formulated as audit questions and broken down into sub-

questions, then the auditor shall ensure that they are thematically related, complementary, 

not overlapping and collectively exhaustive in addressing the overall subject matter. 

 

Explanation 

 

42.  A well-defined audit objective(s) relates to government undertakings, systems, 

operations, programmes, activities or organizations that are related to the subject matter. An audit 

objective(s) can be thought of as audit questions about the subject matter on which the auditor 

seeks to obtain answers based on the evidence obtained. 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. 

 

43. Many audit objectives can be framed as an overall audit question which can be broken down 

into more precise sub-questions. Instead of defining a single objective or overall audit question, the 

auditor may choose to develop several audit objectives, which need not always be broken down into 

sub-questions. 

 

Audit approach  
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Requirement 
 

44. The auditor shall choose a result-, problem- or system-oriented approach, or a 

combination thereof.   

 

Explanation 

 

45. The audit approach determines the nature of the examination to be made. Based on the 

audit scope, objective(s), and subject matter, it is also relevant to define the necessary knowledge, 

information, data and the audit procedures to be used for gathering and analysing audit evidence. 

The audit approach is an important link between audit objective(s), criteria and the work done to 

collect evidence. 

 

46. A result-oriented approach assesses whether outcome or output objectives have been 

achieved as intended or programmes and services are operating as intended. It can be used most 

easily when there is a clear statement of desired outcomes or outputs (e.g. in the law or a strategy 

decided upon by the responsible parties). 

 

47. A problem-oriented approach examines, verifies and analyses the causes of particular 

problems or deviations from criteria. It can be used when there is a clear consensus on a problem, 

even if there is no clear statement of the desired outcomes or outputs. Conclusions and 

recommendations are primarily based on the process of analysing and confirming causes rather than 

just comparing findings with criteria. 

 

48. A system-oriented approach examines the proper functioning of management systems. 

Frequently, elementary principles of good management will be helpful in examining the conditions 

for efficiency or effectiveness even lacking a clear consensus on a problem or clearly stated 

outcomes or outputs. 

 

Audit criteria 
 

Requirement 
 

49. The auditor shall establish suitable audit criteria, which correspond to the audit 

questions and are related to the principles of economy, efficiency and/or effectiveness. 
 

Explanation 

 
50. Audit criteria are the benchmarks used to evaluate the subject matter. In audits covering 
complex issues it is not always possible to set criteria in advance; instead they will be defined during 
the audit process. Whereas in other audit types there are unequivocal legislative criteria, this is not 
typically the case in performance auditing. Criteria is not always readily available to the auditors in 
performance auditing; they are typically based on knowledge of best practice on how activities are 
carried to be most economical and  efficient (or what conditions are the most favourable for good 
performance and effectiveness) It is essential to have suitable criteria for securing the quality of a 
performance audit, particularly since in many cases clarifying and developing these criteria might be 
part of the value added by the performance audit.  
 
51. The criteria can be qualitative or quantitative and 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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52. Key attributes of suitable criteria include that they have to be relevant, understandable, 

complete, reliable, and objective in the context of the subject matter, the audit objective(s) and the 

audit questions. Definitions of these attributes of criteria are described below: 
a)  Relevant criteria contribute to conclusions that assist decision making by intended users 

(ISSAI 1003).  
b)  Understandable criteria are those that are clearly stated, contribute to clear conclusions and 

that are comprehensible to the intended users. They are not subject to wide variations in 
interpretation.  

c)  Complete criteria are those that are sufficient for the audit purpose and do not omit relevant 
factors. They are meaningful and make it possible to provide the intended users with a 
practical overview for their information and decision making needs. 

d)  Reliable criteria result in reasonably consistent conclusions when used by another auditor in 
the same circumstances.  

e)  Objective criteria are free from any bias on the part of the auditor or on the part of management 
of the audited entity.  

 

Requirement 
 

53. The auditor shall, as part of planning or conducting the audit, discuss the audit 

criteria with the audited entities.   

 

Explanation 

 
54. The criteria have to be discussed with the audited entities, but it is ultimately the auditor's 
responsibility to select suitable criteria.  
 
55. Discussing the audit criteria with the audited entities serves to ensure that there is a shared 

and common understanding of what quantitative or qualitative criteria the audited entity will be 

assessed against. This is particularly important when the criteria are not obvious, or the criteria have 

to be developed and refined throughout the course of the audit work. In such cases, communication 

of the criteria with the audited entity helps enhance the acceptability and relevance of the audit 

criteria in relation to the audit objective(s). 
 

Audit risk  
 

Requirement 
 

56. The auditor shall actively manage audit risk to avoid the development of incorrect or 

incomplete findings, conclusions, and recommendations, providing unbalanced information 

or failing to add value. 
 

Explanation 
 

57. Actively managing audit risk includes the following aspects: anticipating the possible or 

known risks of the work envisaged, developing approaches to addressing those risks during audit 

planning and methodology selection and documenting how those risks will be handled.  

 

58. Actively managing audit risk also includes considering whether the audit team has sufficient 

and appropriate competence to conduct the audit, has adequate access to accurate information of 

good quality, has considered any new information that is available, and considered alternative 

perspectives.  
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59. A full consideration of new information and different perspectives can help ensure that the 

audit report’s findings and recommendations will lead to meaningful improvements in the audited 

entity’s performance and thereby add value for the intended users. 
 

Communication  
 

Requirement 

 

60. The auditor shall maintain effective and proper communication of key aspects of the 

audit with the audited entity and relevant stakeholders throughout the audit process and 

define the content and process of the communication for each audit. 

 

Explanation 

 

61. Effective communication is important, because establishing good two-way communication 

with the audited entity and stakeholders can help improve the auditor’s access to information and 

data, and may help the auditor gain better insights into the audited entity’s and stakeholders 

perspectives. 

 

62. The key aspects of the audit that the auditor may communicate to the audited entity include, 

the audit subject matter, audit objective(s), criteria, audit questions, the time period to be audited, 

and the government undertakings, organizations and/or programmes to be included in the audit. 

 

63. Communicating these key aspects of the audit can help the auditor exchange views with 

the audited entity especially in situations where there are no predefined criteria or when performance 

audits on the same subject matter have not been conducted regularly and therefore established 

channels of communication may not exist. 

 

64. A sound dialogue with the audited entity involved is pivotal in achieving real improvements 

in governance and may increase the impact of the audit. 

 

 

Requirement 

 

65. The auditor shall take care to ensure that communication with stakeholders does not 

compromise the independence and impartiality of the SAI. 
 

Explanation 

 

66. It is important for the auditor to maintain good professional relationships with all 

stakeholders involved in the audit, 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 of the respective role and responsibilities of each stakeholder. The auditor needs 

to be able to interact appropriately with the audited entity and with any other party that provides 

information essential for the conduct of the audit, as well as the media and the legislature. However, 

these communications must not impact the independence and impartiality of the auditor. 

 

Requirement 

 

67. The SAI shall clearly communicate the standards followed during the conduct of the 

performance audit. 

 

Explanation 
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68. SAIs need to make reference to the standard they follow in their audit reports; however, a 

more general form of communication may be used covering a defined range of engagements (ISSAI 

300/7) , such as through a statement in an annual report or on the SAI’s website. Where the standard 

is based on several sources taken together, this needs to be stated. 

 

Skills  
 
Requirement 

 

69. The SAI shall ensure that collectively, the audit team has the necessary professional 

competence to perform the audit. 

 

Explanation 

 

70. Professional competence includes sound knowledge of auditing, research design, social 

science methods and investigation or evaluation techniques. It also includes personal abilities such 

as analytical capacity, writing skills and communication skills, creativity and receptiveness. 

Performance auditing also requires sound knowledge of government organizations, programmes, 

and functions related to the subject matter of the audit, and may require expertise in social, physical, 

computer, or other sciences, as well as legal expertise.   

 

71. If the auditor determines that external expertise is required to complement the knowledge 

of the audit team then the auditor may consult, as appropriate, with individuals, within and outside 

the SAI, who have this specialized expertise. Any external experts engaged with the audit also need 

to be independent from situations and relationships that could impair the external experts’ objectivity. 

Although the auditor may use the work of experts as evidence, the auditor retains full responsibility 

for the conclusions in the audit report. 

 

Supervision 
 

Requirement 

 

72. The SAI shall ensure that the work of the audit staff at each level and audit phase is 

properly supervised during the audit process. 

 

Explanation 

 

73. Audit supervision involves providing sufficient guidance and direction to the audit team 

assigned to the audit.   The auditor who supervises the audit would be expected to have competence 

and knowledge in audit methodologies; planning and monitoring work; project management; 

strategic thinking; foresight and problem solving. The level of supervision provided by the auditor 

may vary depending upon the proficiency and experience of the audit team and the complexity of 

the subject matter of the audit. 
 

Professional judgment and scepticism  
 

Requirement 

 

74. The auditor shall exercise professional judgment and scepticism and consider 

issues from different perspectives, maintaining an open and objective attitude to various 

views and arguments. 
 
Explanation 
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75. Performance audits require significant judgement and interpretation in concluding against 

the audit questions, due to the fact that audit evidence is more persuasive than conclusive in nature. 

Professional judgment refers to the application of collective knowledge, skills, and experience to the 

audit process. Using professional judgment helps the auditor determine the level of understanding 

needed for the audit subject matter. It involves the exercise of reasonable care in the conduct of the 

audit and the diligent application of all relevant professional standards and ethical principles. 

 

76. Professional scepticism means maintaining professional distance and an alert and 

questioning attitude when assessing the sufficiency and appropriateness of the evidence obtained 

throughout the audit. It is vital that the auditor exercises professional scepticism and adopt a critical 

approach, make rational assessments and discount personal preferences and those of others. 

 

77.  Exercising professional judgment and scepticism allows the auditor to be receptive to a 

variety of views and arguments and better able to consider different perspectives, maintain 

objectivity, and evaluate the full range of evidence. It helps also ensure that the auditor avoids errors 

of judgment or cognitive bias and draws objective conclusions based on a critical assessment of all 

of the evidence collected.   

 

Requirement 
 

78. The auditor shall be aware of the risk of fraud throughout the audit process. 
 

Explanation 
 

79. Throughout all phases of the audit process the auditor must be cognizant to the possibility 

and risk of fraud within the context of the audit objective(s).  Determining the risk of fraud is an 

ongoing process throughout the audit and relates not only to planning the audit but also to evaluating 

the evidence obtained during the audit. 

 

80. During the conduct of the audit, it is important for the auditor to obtain a good understanding 

of the relevant internal control systems and examine whether there are any signs of irregularities 

that could result in fraud or other noncompliance.  An attitude of professional scepticism assists the 

auditor in determining which factors or risks could significantly affect the audit objective(s).   

 

Requirement 

 

81. The auditor shall maintain a high standard of professional behaviour. 
 

Explanation 

 

82. Professional behaviour means that the auditor must 1) apply high professional standards in 

carrying out the work to perform their duties competently and with impartiality, 2) not undertake work 

they are not competent to perform, 3) know and follow applicable auditing, accounting, and financial 

management standards, policies, procedures and practices, 4) possess a good understanding of the 

constitutional, legal and institutional principles and standards governing the operations of the audited 

entity. 

 

Requirement 

 

83. The auditor shall be willing to innovate throughout the audit process. 
 

Explanation 
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84. By being creative, flexible, and resourceful the auditor will be in a better position to identify 

opportunities to develop innovative approaches for collecting, interpreting, and analysing 

information. 
 

 Quality control  
 

Requirement 

 

85. The SAI shall establish and maintain a system to safeguard quality, which the auditor 

shall comply with to ensure that all requirements are met, and place emphasis on appropriate, 

balanced, and fair reports that add value and answer the audit questions. 
 

Explanation 

 

86. In establishing a quality control and assurance system (QCA), the SAI can use the guidance 

provided in ISSAI 40, which offers a framework for developing such a system. It is important to 

develop QCA procedures that are adequate, flexible and easy to manage. It is also important to 

develop consistent policies and procedures that are communicated to all audit teams and supported 

by training, as needed.  

 

87. Measures that safeguard the quality of the audit process will be effective if they can ensure 

that the audit provides a balanced and unbiased view, adds value, considers all relevant viewpoints 

and satisfactorily addresses the audit questions. 

 

88. An effective QCA system will also have mechanisms to take into account the audit team’s 

perspectives ensuring that audit teams are open to feedback. 

 

Materiality  
 

Requirement 

 

89. The auditor shall consider materiality at all stages of the audit process, including the 

financial, social and political aspects of the subject matter with the goal of delivering as much 

added value as possible. 
 

Explanation 

 

90. Materiality can be defined as the relative importance (or significance) of a matter within the 

context in which it is being considered. In addition to monetary value, materiality includes issues of 

social and political significance, such as public safety and security, environmental concerns, 

compliance, transparency, governance and accountability. 

 

91. By considering materiality when selecting audit topics the auditor can reduce the risk of 

producing inappropriate or low-impact audit findings or reports. This is because impacts can be either 

relatively minor or comparatively significant, and by considering the materiality of the impacts on the 

audited entity the auditor can choose those topics that have more significant impacts rather than 

those that have insignificant impacts. 

 

Documentation  
 

Requirement 

 

92. The auditor shall document the audit in a sufficiently complete and detailed manner. 
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Explanation 

 

93. Documentation is important to provide a clear understanding of the work carried out 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. 

 

94. The nature of the documentary record will depend on the particular circumstances and the 

nature of the audit. Depending on the purpose and context of the audit, examples of the types of 

records that are generally expected to be documented for most performance audits, include (a) 

details of the audit plan and methodology, (b) results of field work and analysis, (c) communications 

and feedback with the audited entity, and (d) supervisory reviews and other quality control 

safeguards. 

 

95. It is important for the auditor to prepare the audit documentation in a timely manner; keep it 

up to date throughout the course of the audit; and complete the documentation, to the extent 

possible, before the audit report is issued. 

 

 

REQUIREMENTS RELATED TO THE PERFORMANCE AUDITING PROCESS 
 

Planning – selection of topics 
 

Requirement 

 

96. The auditor shall select audit topics through the SAI’s strategic planning process by 

analysing potential topics and conducting research to identify risks and problems. 

 

97. The auditor shall select audit topics that are significant and auditable, and reflect the 

SAI’s mandate. 

 

98. The auditor shall conduct the process of selecting audit topics to aim to maximise 

the expected impact of the audit while taking account of audit capacities. 

 

Explanation 

 

99. The SAI´s strategic planning process is the first step of topic selection because it comprises 

the analysis of potential areas for audit and defines the basis for the efficient allocation of audit 

resources. In this sense it is an important tool in setting priorities and selecting audit topics.  

 

100. During the strategic planning process, techniques such as risk analysis or problem 

assessments can help structure the process but need to be complemented by professional judgment 

to reflect the SAI´s mandate and to ensure the selection of significant and auditable audit topics. 

  

101. Auditability is an important requirement in the planning process. It defines whether a topic 

is suitable for an audit. The auditor might have to consider, for instance, whether there are relevant 

approaches, methodologies, and criteria available and whether the information required is likely to 

be available and can be obtained efficiently.  If the auditor determines that reliable information in not 

available then this may itself be a reason for selecting this area for an audit. 

 

102. Other aspects to be considered are compliance with the audit mandate, resources, 

professional skills required, and conditions in terms of timing.  
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103. Since SAIs may have limited audit capacities in terms of human resources and professional 

skills, the process of selecting audit topics must consider the potential impact of the audit topic in 

providing important benefits for public finance and administration, the audited entity, or the general 

public with the resources available.  
 

Planning - designing the audit 
  

Requirement 

 

104. The auditor shall 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. 
 

Explanation 

 

105. The performance audit can be divided into a pre-study and a main study. The pre-study is 

part of the planning process. The main study is where the audit is conducted and reported. 

 

106. To accomplish a high-quality audit the auditor needs to consider the performance audit as 

a project in the sense that it involves planning, organizing, securing, managing, leading, and 

controlling resources to achieve specific goals. Managing the performance audit as a project requires 

the development of project management methodologies and strategies.  

 

Requirement 
 
107. The auditor shall acquire substantive and methodological knowledge during the 

planning phase. 
 
Explanation 
 

108. To ensure the audit is properly planned, the auditors need to acquire sufficient knowledge 

of the audited program or audited entity’s business before the audit is launched. Therefore, before 

starting the audit, it is generally necessary to conduct research work for building knowledge, testing 

various audit designs and checking whether the necessary data are available.  

 

109. It is important to develop a sound understanding of the audited program, as well as the 

relevant background causes and the possible impacts to facilitate the identification of significant audit 

issues and to fulfil assigned audit responsibilities. Performance audits often involve a learning 

process and the development of methodology as part of the audit itself. 

 

 

Requirement 

 

110. During planning, the auditor shall design the audit procedures to be used for 

gathering sufficient and appropriate audit evidence that respond to the audit objective(s). 

 

Explanation 
 

111. The audit plan is designed to ensure the gathering of sufficient and appropriate audit 

evidence that will allow the auditor to develop finding, conclusions, and recommendations in 

response to the audit objective(s) and questions.  

 

112. It is also desirable that planning allow for flexibility, so that the auditor can benefit from 

insights obtained during the course of the audit. Practical considerations such as the availability of 
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data may restrict the choice of methods previously considered according with best practices. It is 

therefore advisable to be flexible and pragmatic in this respect.  

 

Requirement 
 

113. The auditor shall submit the audit plan to the audit supervisor and SAI’s senior 

management for approval. 
 

Explanation 
 

114. SAI’s senior and operational management as well as the audit team need to be fully aware 

of the overall audit design. Decisions on audit design and its consequences in terms of resources 

will often involve the senior management of the SAI, who can ensure that skills, resources and 

capacities are in place to address the audit objectives and the audit questions. 
 

 

Conducting 
 

Requirement: 

 

115. The auditor shall obtain sufficient and appropriate audit evidence in order to 

establish findings, reach conclusions in response to the audit objective(s) and questions and 

issue recommendations when appropriate.  
 

Explanation 

 

116. Evidence should be both sufficient (quantity) to persuade a knowledgeable person that the 

findings are reasonable, and appropriate (quality) – i.e. relevant, valid and reliable. 

 

117. Sufficiency is a measure of the quantity of evidence used to support the findings and 

conclusions. In assessing the sufficiency of evidence, the auditor should determine whether enough 

evidence has been obtained to persuade a knowledgeable person that the findings are reasonable. 

The need for further evidence is weighed against the cost and time needed to collect it. 

 

118. Relevance, validity and reliability are measures of the quality of the evidence. Relevance 

refers to the extent to which the evidence has a logical relationship with, and importance to, the audit 

objective(s) and questions being addressed. 

 

119. Validity refers to the extent to which the evidence is a meaningful or reasonable basis for 

measuring what is being evaluated. In other words, validity refers to the extent to which the evidence 

represents what it is purported to represent. 

 

120.  Reliability refers to the extent to which the audit evidence is supported by corroborating 

data from a range of sources, or produces the same audit findings when tested repeatedly. 

 

121. In a performance audit, the nature of the audit evidence required to establish findings and 

draw conclusions and make recommendation when appropriate, is determined by the subject matter, 

the audit objective(s) and the audit questions. 
 
Requirement 

 

122. The auditor shall analyse the collected information and ensure that the audit findings 

are put in perspective and respond to the audit objective(s) and questions; reformulating the 

audit objective(s) and questions as needed. 
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Explanation 

 

123. The analytical process in performance auditing involves continuous consideration by the 

auditor of the audit questions, evidenced gathered, and methods employed. It 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. 

 

124. When analysing collected information, it is recommended to focus on the audit question and 

objective(s). This will help to organize data and also provide the focus for analysis. Because going 

back and forth is part of the analytical process, the auditor may need to revisit and revise the audit 

objective(s) in the light of the insights obtained during the audit.  

 

125. Based on the findings, the auditor will reach a conclusion. Formulating conclusions may 

also require a significant measure of the auditor´s professional judgment and interpretation in order 

to answer the audit questions. This would also depend upon the sensitivity and materiality of the 

audit issue under consideration. It is necessary to consider the context and all relevant arguments, 

pros and cons, and different perspectives before conclusions can be drawn. The need for precision 

is to be weighed against what is reasonable, economical and relevant to the purpose. The 

involvement of senior management is recommended.  

 
Reporting 
  

Requirement 

 

126. The auditor shall provide audit reports, which are a) comprehensive, b) convincing, 

c) timely, d) reader friendly, and e) balanced. 

 

Explanation 

 

127. To be comprehensive, a report needs to include all the information and arguments needed 

to address the audit objective(s) and audit questions, while being sufficiently detailed to provide an 

understanding of the subject matter and the findings and conclusions. The minimum content of a 

performance audit report includes the:  
a) subject matter, 
b) audit objective(s),  
c) audit questions, 
d) criteria and its sources, 
e) method, 
f)  time period covered, 
g) sources of data,  
h) limitations to the data used,  
i) audit findings, 
j) conclusions. 

 
128. To be convincing, a report needs to be logically structured and present a clear relationship 

between the audit objective(s), criteria, findings, conclusions and recommendations. It also needs to 

present the findings persuasively, address all relevant arguments to the discussion, and be accurate. 

Accuracy requires that the evidence presented and all the findings and conclusions are correctly 

portrayed. Accuracy assures readers that what is reported is credible and reliable. One inaccuracy 

can cast doubt on the validity of an entire report and can divert attention from the substance of the 

report. In addition, inaccurate reports can damage the credibility of the SAI. 
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129. Being timely requires that a report needs to be issued on time in order to make the 

information available for use by management, government, legislative officials and other interested 

parties. Some SAI’s control the timing of their work by setting specific tabling dates to coincide with 

the sitting of the legislature. Therefore, the tabling date of a report is set in advance. In other cases, 

SAIs may have more flexibility to determine deadlines, while considering the needs of intended 

users, the best timing for the report’s issuance. 

 

130. To be reader friendly, the auditor needs to use simple language in the audit report to the 

extent permitted by the subject matter. Technical terms and unfamiliar abbreviations need to be 

defined. It is good practice to use tables, charts, pictures, diagrams where appropriate to present 

and summarise complex information to facilitate the reader’s understanding. Other qualities of a 

reader friendly report include the use of clear and unambiguous language, which helps avoid 

misunderstandings and confusion between facts and conclusions; and conciseness to ensure that 

the report is no longer than needed, which improves clarity and helps to better convey the message. 

 

131. Being balanced means that presentation of the report needs to be impartial in content and 

tone. All evidence needs to be presented in an unbiased manner. The auditor needs to be aware of 

the risk of exaggeration and overemphasis of deficient performance.  The auditor needs to explain 

in the report why and how problems noted in the findings hamper performance in order to encourage 

the audited entity or intended user to initiate corrective action.  When the effects/impacts of the 

problems are explained in the report the reader will better understand the significance of the problem. 

This will in turn encourage corrective action and lead to improvements by the audited entity.  
 

 

Requirement 
 

132. The auditor shall identify the audit criteria and the source of the criteria in the report. 
 

Explanation 

 

133. Criteria and their sources must be identified in the report because the user confidence in 

the findings and conclusions of a performance audit depends largely on the criteria. Diverse sources 

can be used to identify criteria, besides legislation, including regulations, standards, sound principles 

and best practices, performance measurement frameworks and organization policies and 

procedures. 

 

Requirement 
 
134. The auditor shall ensure that the findings clearly conclude against the audit 

objective(s) or questions, or explain why this was not possible. 

 

Explanation 

 
135. The audit findings have to be put into perspective, and congruence has to be ensured 

between the audit objective(s), audit questions, findings and conclusions. Conclusions are the 

statements deduced by the auditor from the audit findings. The report have to clearly answer the 

audit questions or explain why this was not possible.  

 

Requirement 

 

136. The auditor shall provide constructive recommendations that are likely to contribute 

significantly to addressing the weaknesses or problems identified by the audit, whenever 

relevant and allowed by the SAI’s mandate. 
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Explanation 

 

137. A constructive recommendation is one that is well-founded, adds value, is practical and is 

linked to the audit objective(s), findings and conclusions. The recommendations must follow logically 

or analytically from the facts and arguments presented i.e. the reader must be able to connect what 

was examined, what was found, what was the impact and how the weakness identified can be 

addressed.  

 

138. Recommendations need to be addressed to the audited entities that have the responsibility 

and competence for implementing them. 
 

Requirement 

 

139. The auditor shall give the audited entity the opportunity to comment on the audit 

findings, conclusions and recommendations before the SAI issues its audit report. 

 

140. The auditor shall record the examination of the audited entity’s comments in working 

papers, including the reasons for making changes to the report or for rejecting comments 

received. 
 

Explanation 

 

141. Comments from the audited entity on the audit findings, conclusions and recommendations 

contribute to the writing of a balanced report and helps the auditor resolve any disagreements and 

correct any factual errors before an audit report is finalized. The report have to reflect the views of 

the auditor but have also to show the perspective of the audited entity. Therefore, the audited entity 

must be given the opportunity to examine the content of the draft report and provide comments. 

 

142. The examination of feedback received needs to be recorded in working papers so that any 

changes to the draft audit report, or reasons for not making changes, are documented. Such 

documentation provides transparency over why any changes to the draft audit report were or were 

not made, as well as the auditor’s reasons for these decisions. 

 

Requirement 

 

143. The SAI shall make its audit reports widely accessible. 

 

Explanation 

 

144. Distributing audit reports widely can promote the credibility of the audit function. Therefore, 

reports need to be distributed to the audited entities, the executive and/or the legislature to other 

interested stakeholders and be made accessible to the general public directly and through the media, 

except for the classified information. 

 

145. The primary audience for performance audit reports is the legislature and government 

agencies. A good performance audit enables the legislature to effectively scrutinise government and 

agency performance, and influence decision-makers in government and the public service to make 

changes that lead to better value for money outcomes. However, there are also other stakeholders 

such as citizens, the private sector and the media who all can have an interest, but possibly a 

different focus, in the outcome of a performance audit. 

 
146.  The results of audits must be communicated to all levels of government. The performance 
audit report is the product on which the government, the legislature, and the public judge the SAI’s 
performance audit function. 
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Follow-up 

 

Requirement 

 

147. The auditor shall follow up, as appropriate, on previous audit findings and 

recommendations and the SAI shall report to the legislature, if possible, on the conclusions 

and impacts of all relevant corrective actions. 

 

Explanation 

 

148. Follow-up refers to the auditor’s examination of the corrective actions taken by the audited 

entity, or other 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 entity 

and other users of reports to take the audit report and findings seriously, and provides the auditor 

with useful lessons and performance indicators. Follow-up is important for internal learning and 

development. 

  

149. The SAI needs to report on the results of its follow-up actions appropriately in order to 

provide feedback to the legislature, stakeholders and the public. Reliable information on the 

implementation status of recommendations and the impacts of audits and of the relevant corrective 

actions taken can help demonstrate the value and benefit of the SAI.  

 

Requirement 
 

150. The auditor shall focus the follow-up on whether the audited entity has adequately 

addressed the problems and remedied the underlying situation after a reasonable period of 

time. 

 

Explanation 

 

151. 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.  

 

152. The auditor needs to decide which recommendations are to be followed up (if not all) and 

how follow up will be undertaken (new audit or a simplified procedure). 
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INTRODUCTION 

1. Professional standards and guidelines are essential for the credibility, quality and 
professionalism of public-sector auditing. The Fundamental Principles of Public-Sector Auditing, 
amongst other things, defines the purpose and authority of ISSAIs and the framework for public-
sector auditing. The Fundamental Principles of Performance Auditing  builds on and further develops 
the fundamental principles of ISSAI 100 to suit the specific context of performance auditing. 
 
2. ISSAI 3000 is the International Standard for Performance Auditing and should be read 
and understood in conjunction with ISSAI 100 and ISSAI 300. It provides the requirements for the 
professional practice of performance auditing followed by explanations in order to enhance the clarity 
and readability of the standard. ISSAI 3000 is the authoritative standard for performance auditing 
and consequently each requirement must be complied with if an SAI choose to adopt it. 

 
3. For each requirement set out in ISSAI 3000, supporting guidelines are provided in 
ISSAI 3100, on central concepts for performance auditing and ISSAI 3200, on the performance 
auditing process.  These guidelines describe good practices that are based on the experience of 
SAIs with a long tradition and well-established performance audit function. They are meant to help 
the auditor interpret the requirements set out in ISSAI 3000, provide advice to the auditor on how to 
fulfill these requirements and how to apply his/her professional judgment. Therefore, compliance 
with these guidelines is not mandatory.  

 
4. ISSAI 3100 has two sections. The first one defines performance auditing and 
elaborates on the meaning of economy, efficiency and effectiveness. The second section deals with 
central concepts. Some of these concepts are audit-oriented, such as intended users and 
responsible parties, subject matter, confidence and assurance, audit objective(s), audit approach, 
audit criteria, audit risk, quality control, and materiality. Some concepts are focused on the auditor, 
such as the concept of independence and ethics, skills, supervision, professional judgment and 
scepticism. Other concepts are related to key tasks, such as communication and documentation. 
5. ISSAI 3100 and ISSAI 3200 should be read together to get a deeper understanding of 
how the central concepts are considered throughout the audit process. 

DEFINITION OF PERFORMANCE AUDITING 

Economy, efficiency and effectiveness 

6. Performance auditing carried out by SAIs is an independent, objective and reliable 
examination of whether government undertakings, systems, operations, programmes, activities or 
organizations are operating in accordance with the principles of economy, efficiency and 
effectiveness and whether there is room for improvement . 
 
7. Performance auditing promotes accountability by assisting those with governance and 
oversight responsibilities to improve performance. It does so by examining whether decisions by the 
legislature or the executive are efficiently and effectively prepared and implemented, and whether 
taxpayers or citizens have received value for money. Performance auditing promotes transparency 
by affording the legislature, 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.  

 
8. In the definition under paragraph 6, the three E’s, economy, effectiveness and 
efficiency have a central place. The meaning of these three principles is explained in the figure 
below. 
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Objectives Inputs Processes Outputs Outcome

Efficiency

Cost-effectiveness

Economy
Goal achievement

Objectives
(outcome)

Effectiveness

Objectives
(output)

Goal achievement

 
 
9. Auditing the economy means focusing the audit on how Government succeeds in 
minimizing the cost of resources (input) taking into account the appropriate quality of these 
resources. This type of audit focuses only on the input. The main question is: “Are the resources 
used available in due time, of appropriate quantity and quality, and at the best price?”. Quality is an 
important concept on the input side (both in economy as well as in efficiency). 
 
10. Auditing the efficiency means focusing the audit on whether the used resources have 
been put to optimal or satisfactory use, or whether the same or similar results in terms of quality and 
turn-around time could have been achieved with fewer resources. Efficiency focuses not only on the 
input but on the relation between input and output. The key questions are: “Are we getting the most 
output – in terms of quantity and quality – from our inputs and actions?” or “Could the same output 
have been achieved with less input?”   

 
11. Audits on efficiency can be aimed at technical efficiency (for example, can processes 
be streamlined to improve value-for-money?), allocative efficiency (for example, can efficiency be 
improved by allocating resources differently, for instance by moving them to instruments that 
contribute the most to the desired outcome?), or scale or synergy efficiency (for example, can the 
same output be realised with less input by sharing means or processes, or even integrating 
organisations?). 

 
12. Efficiency is a relative concept. A process, instrument, program is either more or less 
efficient than another. This means that for an audit on efficiency some kind of comparison is needed. 
Examples are: comparing similar activities in comparable entities, comparing one process (in one 
entity) with the same process at an earlier point in time, compare a process before and after 
adaptation (of policy or procedure?), compare the efficiency of an organisation with an accepted set 
of characteristics of efficient organisations.  

 
13. Effectiveness is about the extent to which policy objectives have been met because of 
the generated output. It is concerned with the relationship between goals or objectives on the one 
hand, and output or outcome on the other. As shown in the figure the question of effectiveness 
consists of two parts: first, to what extent are the objectives met and second, can this be attributed 
to the policy pursued. Both parts will be discussed shortly below.  

 
Goal-achievement 
 
14. The first question: “to what extent are the objectives met?” can be answered by a 
goal-achievement audit.  The basic question in this type of audit is: Are programmes achieving their 
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overall objectives?  In these kinds of studies the main focus is on the objectives themselves (are 
they specific and measurable?) and on the comparison between the actual output and/or outcome 
and these objectives (see also the result-oriented approach in paragraph 61).  
 
15. Examination of output or outcomes against objectives formulated in general terms may 
give an idea of effectiveness but this kind of information does not provide insight in the causes for 
(insufficient) goal achievement. It does not answer questions like ‘why are goals (not) met?’ and ‘how 
can the outcome be improved’? 
 
Causal relation 
 
16. The second part of the effectiveness question is about the attribution of the policy to 
the effects. This concerns the contribution of policy to the pursued objectives.  In many audits the 
focus is just on the extent to which the goal is achieved without also examining the contribution of 
the policy. However, when auditing effectiveness, one usually at least tries to identify a plausible 
relationship between the achievement of goals and the implemented policy. An instrument that can 
be very useful to answer this question is the ‘theory of change’ or a program logic model. A theory 
of change explains the process of change by outlining causal linkages between input, output and 
outcome or even impacts and feedback. The theory of change includes underlying assumptions (why 
and how is this intervention expected to work?). Writing out the theory behind a programme or a 
policy can help the auditor to obtain an understanding of the assumptions on the relationship 
between the outputs and the intended outcome (objectives) of a policy or programme. 
 
17. Another approach that is often used in performance audit is not focusing on the 
effectiveness itself but on the conditions that are (thought to be) necessary to ensure effectiveness. 
These conditions may include good management practices and procedures to ensure the correct 
and timely delivery of services. Other conditions might be the extent to which target groups have 
been reached, or the level of performance.  These types of audits often have the characteristics of 
a process based audit or a programme evaluation. Data from performance management systems 
can be very useful for these kinds of audits, however assessing the quality of this data is of great 
importance. While a particular audit will not normally seek to reach conclusions on all three aspects 
(i.e. economy, efficiency, and effectiveness), it may be of limited benefit to examine aspects of 
economy or efficiency of activities in isolation, without also considering, at least briefly, the 
effectiveness. Conversely, in an audit of effectiveness, the auditor may also wish to consider aspects 
of economy and efficiency: the outcomes of an audited entity, activity, programme or operation may 
have had the desired impact, but were the resources employed to achieve this used economically 
and efficiently? 
 
18. A particular concept of effectiveness is cost-effectiveness. Cost-effectiveness analyses 
are studies on the relationship between the outcome of an instrument, a project or program and the 
input, in terms of money and human capital. The result of this type of analysis can be expressed as 
cost per unit of outcome. An example is the cost to reduce the CO2 emission by one kilogram. 

 
19. An audit does not necessarily have to focus only on the intended effects of a policy. 
Unintended effects positive or negative can also be relevant for the auditor to consider. 

CENTRAL CONCEPTS FOR PERFORMANCE AUDITING 

Independence and ethics 

Requirement 
 
20. The auditor shall comply with the SAI’s procedures for independence and ethics, 
which in turn must comply with the related ISSAI on ethics.  
 
Good practices 
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21. To be independent, and be seen as such, the auditor needs to be free from situations 
which could impair the auditor’s objectivity. Independence comprises: 
 

 independence of mind - the state of mind that prevents the auditor from being affected 
by influences that compromise professional judgment, thereby allowing an him/her to 
act with integrity and exercise objectivity and professional scepticism; 
 

 independence in appearance - the absence of circumstances that would cause a 
reasonable and informed third party, having knowledge of the relevant information, to 
reasonably conclude that the integrity, objectivity, or professional scepticism of an 
audit organization or member of the audit team had been compromised.  
 

22. Ethics means the moral principles of an individual that include independence, integrity, 
objectivity, impartiality, competence and professionalism. 
 
23. It is a good practice for all auditors working on a performance audit to confirm their 
independence before commencing work on the audit and throughout the audit. Independence is 
particularly important in the context of a performance audit because of key decisions made by the 
auditors, such as: 

 

 Identifying and deciding on an audit topic; 

 establishing the audit objective; 

 identifying the applicable criteria; 

 determining the methodological approach to the audit; 

 assessing audit evidence and forming conclusions; 

 assessing the positions of various stakeholders; and 

 writing a fair and balanced report. 

24. The auditor needs to be cognizant of independence issues both from the perspective of the 
SAI and for the individuals performing the audits. 

Requirement 

 
25. The auditor shall take care to remain independent so that his/her conclusions 
and findings will be impartial and be seen as such by third parties. 
 
Good practices 
 
26. In addition to confirming his/her independence (at the start of and throughout the audit), 
the auditor needs to establish open and good communications with the responsible party about its 
understanding of the auditors’ independence, throughout the audit process. More information on this 
topic is provided in the following sections: “Intended users and responsible parties” and 
“Communication”. 
 
27. Threats to compliance with the relevant ethical or independence requirements must be 
considered before and during a performance audit. 

 
28. Threats may fall into one or more of the following categories: 
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 Self-interest. This threat occurs when the auditor could benefit directly or indirectly 
from an interest or relationship with the responsible party. Examples of circumstances 
that may create a self-interest threat include  

(a) an auditor entering into employment negotiations with the responsible party, 

(b) an auditor owning securities in publicly traded companies and/or financial 
institutions that benefit significantly from the responsible party's support or 
coverage, or 

(c) a spouse, partner or other family members of an auditor having a contract or some 
other financial arrangement with a responsible party that confers a benefit. 

 Advocacy. This threat occurs when an auditor promotes a position or opinion to the 
point that objectivity may be, or may be perceived to be, impaired. For example, a 
situation where the auditor is a member of an organization or a political party that 
promotes a particular viewpoint with the intent of influencing government policy 
related to the responsible party, and he/she uses the performance audit report to 
reflect those viewpoints. 

 Familiarity. This threat occurs when, by virtue of a close relationship with the 
responsible party, the auditor becomes too sympathetic to its interests. 

 Intimidation. This threat occurs when the auditor may be deterred from acting 
objectively and exercising professional skepticism by threats, actual or perceived, 
from the responsible party. 

 

29. The nature of the threats and the applicable safeguards necessary to eliminate them 
or reduce them to an acceptable level will differ depending on the particulars of the audit. Senior 
audit personnel may need to evaluate the relevant circumstances in deciding whether it is 
appropriate to accept or continue an audit, or whether a particular person ought to be on the audit 
team. 
 
30. In considering the significance of any particular matter, qualitative factors ought to be 
taken into account. A matter may be considered insignificant only if it is both trivial and 
inconsequential. Senior audit personnel need to exercise professional judgment in assessing the 
significance of a threat and in determining which available safeguard(s) to apply. 

 
31. If the threat is other than insignificant, available safeguards ought to be identified and, 
where applicable, applied to eliminate the threat or reduce it to an acceptable level. An auditor who 
does not comply with independence requirements must be subject to appropriate disciplinary action, 
up to and including termination of employment. 

 
32. Applying safeguards eliminates or reduces threats to an acceptable level. Safeguards 
are necessary when threats identified are at a level where a reasonable observer would likely 
conclude that compliance with the relevant ethical or independence requirements may be 
compromised. 

 
33. Audit-specific safeguards could include the following: 

 involving another person to review the work done or advise as necessary, without 
compromising the auditor’s independence. This person could be someone from 
outside the SAI, or someone from within who was not otherwise associated with the 
audit team. The person needs to be independent of the responsible party and will not, 
by reason of the review performed or advice given, be considered part of the audit 
team; 

 consulting a third party, such as a committee of independent directors, a professional 
regulatory body, or a professional colleague; 
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 rotating personnel to performance audits of different entities after a few years to 
counter the familiarity threat; 

 all individuals working on an audit having to confirm their independence before 
commencing work on the audit and throughout the audit; and 

 removing a person from the audit team when that person's financial interests, 
relationships, or activities create a threat to independence. 

Intended users and responsible parties 

Requirement 
 

34. The auditor shall explicitly identify the intended users and the responsible 
parties of the audit and throughout the audit consider the implication of these roles in order 
to conduct the audit accordingly. 

Good practices 
 
35. The responsible parties are primarily the ones that are supposed to act upon the 
conclusions and recommendations in the audit report. The role of the responsible party may be 
shared by a range of individuals, each with responsibility for a different aspect of the subject matter. 
The responsible party may include those responsible for the subject matter being audited in an 
operative and/or supervisory role but can also refer to those responsible to address the 
recommendations and initiate changes required. At the end of the accountability chain there will 
always be a responsible party (for example, a minister) that will be held to account by the legislature 
for spending and performance in a certain area. 
 
36. In many cases the legislature will be the primary intended user of a performance audit 
report.  However, other intended users may exist, both within as well as outside government. Citizens 
can use the results to make better informed choices and thus be an intended user.  Also pressure 
groups, organisations involved in implementing policies and the academic community can all be 
intended users in a specific context. It is advisable to find out who the relevant intended users are in 
a very early stage of the audit. 

 
37. A special group of intended users are the experts on a specific audit field. Authoritative 
reports benefit from their support. On the other hand, reports are in danger of losing authority when 
experts challenge conclusions and recommendations. 

 
38. Performance auditors frequently have considerable discretion in the selection of the 
subject matter and identification of criteria, which in turn influences who the relevant responsible 
parties and intended users are. Their needs and interests could influence the selection of audit 
objective(s), the types of analysis conducted by the audit team, and the way the report is written. 

 

Subject matter 

Requirement 

39. The auditor shall identify the subject matter of a performance audit. 

Good practices 
 
40. According to ISSAI 100/26 subject matter refers to the information, condition or activity 
that is measured or evaluated against certain criteria. According to ISSAI 300/19 the subject matter 
of a performance audit need not be limited to specific programmes, entities or funds but can include 
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activities (with their outputs, outcomes and impacts) or existing situations (including causes and 
consequences). See also the definition of performance auditing in paragraph 6.  
 
41. The scope of an audit is determined by answering the following questions: 

What? What specific questions or hypotheses are to be examined? What kind of study, 
audit approach and audit design seem to be appropriate? 

Who? Who are the key players involved and the auditee(s)? 

Where? Are there limitations in the number of locations to be covered? 

When? Are there limitations on the time frame to be covered? 

 

42. Also, the subject matter needs to reflect the risk and materiality within the audit area. 
This is important in order to add value and ensure the audit is relevant.  
 
43. An often important part of narrowing down the audit scope and deciding what the 
subject matter may be, is to determine which programmes, entities, funds or activities are relevant 
in order to achieve the intended political goals for the selected area.  

 

Confidence and assurance in performance auditing 

 
Requirement 
 
44. The auditor shall communicate in a transparent way assurance obtained on the 
subject matter with regard to aspects of economy, efficiency and effectiveness achieved by 
the audited entity. 
 
Good practices 
 
45. All audit work is a type of assurance service, meaning that the auditor provides reliable 
and valid information to an intended user (typically the legislature) about the activities of a 
responsible party (typically a government agency). Performance audit can be said to be an 
assurance service as it improves the quality of information available to the legislature as the decision 
maker. 
 
46. Providing assurance is about making a judgment based on the audit findings. Thus, in 
performance audit the auditor does not provide assurance on information provided by the 
responsible party. Instead, what the auditor provides assurance on is that the information he/she as 
the auditor prepared for the intended user, is a fair, reliable and valid.  
 
Levels of assurance 
 
47. The term “assurance” refers to the expression of a conclusion that is intended to 
increase the confidence that users can place in a given subject matter or information. The level of 
assurance obtained by the auditor can be either reasonable or limited.  
 
48. Reasonable assurance means that the risk of the audit conclusion being inappropriate 
in the circumstances is low. Limited assurance means that the work is planned to obtain a level of 
assurance that is, in the auditor’s professional judgment, meaningful. The nature, timing and extent 
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of procedures performed in a limited assurance engagement is limited compared with that necessary 
in a reasonable assurance engagement (audit). 

 
49. How assurance is communicated in performance audit is defined in ISSAI 100, para. 
32, which states that assurance can be communicated in two ways: "Through opinions and 
conclusions which explicitly convey the level of assurance" and "In other forms".  The "other forms" 
option will almost always be the case for performance audit: 

 
"In such cases the auditor provides the users with the necessary degree of confidence 
by explicitly explaining how findings, criteria and conclusions were developed in a 
balanced and reasoned manner, and why the combinations of findings and criteria result 
in a certain overall conclusion or recommendation." 
 

50. Given the sensitive and public nature of a performance audit, it is good practice to 
obtain reasonable assurance for these engagements. 
 

Confidence 

51. Confidence is the flip side of assurance. Hence, the auditor gives assurance on the 
information provided to the intended users, while the intended users should have confidence with 
regard to the same information. Thus, the intended users can have confidence in the information 
provided by the auditor, if and only if there is reasonable assurance that the information is a fair, 
reliable and a valid representation of reality. 

Audit objective(s) 

Requirement 
 
52. The auditor shall set a clearly-defined audit objective(s) that relates to the 
principles of economy, efficiency and effectiveness. 
 
53. The auditor shall elaborate the audit objective(s) in sufficient detail in order to 
be clear about the questions that will be answered and to allow logical development of the 
audit design. 

 
54. If the audit objective is formulated as audit questions and broken down into sub-
questions, then the auditor shall ensure that they are thematically related, complementary, 
not overlapping and collectively exhaustive in addressing the overall subject matter. 
 
Good practices 
 
55. Audit objective(s) relates to the reasons for conducting the audit and what the auditor 
seeks to achieve by conducting the audit. Audit objective(s) needs to be formulated in a way that 
makes it possible to conclude whether the objective(s) has been reached after the audit is finished. 
 
56. It is good practice to establish audit objective(s) early in the planning process to assist 
in identifying the matters to be audited and reported on. The audit objective(s) determines the subject 
matter, which is formulated in the audit questions, and provides the answer for why the audit is taking 
place. The audit objective(s) and scope are interrelated and need to be considered together. Further 
information on defining the audit objective(s) is provided in ISSAI 3200. 

 

Audit approach 

 



ISSAI 3100 – Central concepts for Performance Auditing 

9 

Requirement 
 
57. The auditor shall choose a result-, problem- or system-oriented approach, or a 
combination thereof. 
 
Good practices 
 
58. The audit approach determines the nature of the examination to be made. The audit 
approach is an important link between audit objective(s), criteria and the work done to collect 
evidence. Performance auditing generally follows one of three approaches or a combination thereof: 

 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; 

 a system-oriented approach, which examines the proper functioning of management 
systems, e.g. financial management systems. 

 

59. A result-oriented approach deals mainly with questions such as: 

‘What is the performance or what results have been achieved, and have the requirements or 
the objectives been met?’ In this approach, the auditor studies the actual performance, results 
and outcomes and relate those to the (criteria based on the) policy goals/objectives. The 
findings will therefore often be in the form of a deviation from the criteria. Recommendations, 
if presented, are often aimed at eliminating such deviations. The perspective is in that sense 
basically normative.  

60. A problem-oriented approach, on the other hand, deals primarily with problem 
verification and problem analysis, normally without reference to predefined audit criteria. In this 
approach, known shortcomings and problems – or at least indications of problems – are the starting 
point of an audit, not the conclusion. A major task in the audit is to verify the existence of stated 
problems and to analyse their causes from different perspectives (problems related to economy, 
efficiency, and effectiveness of government undertakings or programmes). The problem-oriented 
approach deals with questions such as: ‘What is the problem the policy is aiming to solve? How is it 
defined by the government? How can this problem be understood and what are the causes?’ Is the 
problem solved by this policy? What are causes for success or failure? Hypotheses about possible 
causes and consequences are formulated and tested.  
 
61. Criteria to conclude against are developed along the way and depend largely on the 
results of the testing of the hypotheses. For instance if a government policy does not seem to help 
solving a particular problem one of the tested hypothesis could be that “if stakeholders are involved 
in the phase of the problem definition the chances that this definition is accurate improve”. If tested 
positive the auditor could use stakeholder involvement as a criterion to conclude against.  The 
perspective is analytical and instrumental; the aim is to deliver updated information on the stated 
problems and how to deal with them. The auditor is not restricted in his/her analyses. All possible 
material causes are considered (only general goals are taken for granted), so proposals to amend 
laws, regulations, and structural design of government undertakings are not excluded, if is shown 
that the existing structure give rise to severe and verified problems.  

 
62. The system oriented approach is an approach that does not focus primarily on the 
policy or the goals but on well-functioning government systems as a condition for effective and 
efficient policies. This type of audit can use descriptive questions such as: 

 What is the objective of the system? 
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 Who are the responsible actors within the system? 

 What are the responsibilities of each actor? 

 Which rules, regulations and procedures are relevant? 

 What are the relevant information flows? 

 

63. or more evaluative questions such as: 

 To what extent is there a sound plan? 

 Is there a monitoring system? 

 Is the monitoring information compared to the plan leading to adjustments if 
necessary? 

 Is planning, monitoring and adjusting recorded in a systematic way ensuring 
accountability to a higher administrative level? 

 Are processes evaluated periodically? 

Audit criteria 

Requirement 
 
64. The auditor shall establish suitable audit criteria, which correspond to the audit 
questions and are related to the principles of economy, efficiency and/or effectiveness.  
 
65. The auditor shall, as part of planning or conducting the audit, discuss the audit 
criteria with the audited entities. 
 
Good practices 
 
66. In general, public-sector auditing can be described as a systematic process of 
objectively obtaining and evaluating evidence to determine whether information or actual conditions 
conform to established criteria. Audit criteria are reasonable and attainable standards of performance 
against which the economy, efficiency, and effectiveness of a government undertaking, system, 
operation, program, activity and/or organization can be evaluated and assessed to determine 
whether it meets or exceeds expectations. The audit criteria are intended to give direction to the 
assessment (helping the auditor to answer questions such as ‘On what grounds is it possible to 
assess actual behaviour?’ ‘What is required or expected?’ ‘What results are to be achieved – and 
how?’ – by programme?). 
 
67. Criteria can perform a series of important roles to assist the conduct of a performance 
audit, including: 

 providing the basis for evaluating the evidence, developing audit findings and 
reaching conclusions on the audit objectives 

 helping to add form and structure to observations 

 forming a common basis for communication within the audit team and with SAI 
management concerning the nature of the audit; 

 forming a basis for communication with the audited entity’s management; and 

 forming a basis for the data collection phase by providing a basis on which procedures 
can be built for the collection of audit evidence. 
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68. In performance auditing, the general concepts of economy, efficiency, and 
effectiveness need to be interpreted in relation to the subject matter, and the resulting criteria will 
usually vary from one audit to another. However, established criteria may also be useful for other 
audits of the same entity or for other entities in audits of similar scope. In defining audit criteria, the 
auditor must ensure that they are relevant, understandable, complete, reliable, and objective. 
 
69. Audit criteria are established by the auditor. However, they must be discussed with the 
audited entities (and possibly with other stakeholders) in the planning phase. It is therefore important 
to clearly define the criteria that the audited entity will be assessed against.  

 
70. Further information on setting the audit criteria is provided in ISSAI 3200. 

Audit risk 

Requirement 
 
71. The auditor shall actively manage audit risk to avoid the development of 
incorrect or incomplete findings, conclusions, and recommendations, providing unbalanced 
information or failing to add value. 
 
Good practices 
 
72. Audit risk is the possibility that the auditors’ findings, conclusions and 
recommendations may be improper or incomplete, as a result of factors such as evidence that is not 
sufficient and/or appropriate, an inadequate audit process, or intentional omissions or misleading 
information due to misrepresentation or fraud.1 
 
73. Dealing with audit risk is embedded in the whole process and methodology of 
performance audit. To manage audit risk, the auditor needs to: 

 Identify the risks 

 Assess these risks 

 Develop and implement options to prevent and mitigate the risks 

 Monitor audit risk and mitigation strategies throughout the audit and make 
adjustments as needed to changing circumstances (i.e. apply a risk management 
approach when addressing audit risk). 

Communication 

Requirement 
74. The auditor shall maintain effective and proper communication of key aspects of 
the audit with the audited entity and relevant stakeholders throughout the audit process and 
define the content and process of the communication for each audit.  
 
75. The auditor shall take care to ensure that communication with stakeholders does 
not compromise the independence and impartiality of the SAI. 

 
76. The SAI shall clearly communicate the standards followed during the conduct of 
the performance audit. 
 
Good practices 
 
                                                
 
1
 US Government Auditing Standards (Yellow Book), paragraph 6.05 
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77. The development of good and proper external relations is often a key factor in 
achieving effective and efficient audits of government programmes. The progress and outcome of 
the audit will be enhanced if the audit team can obtain good contact and foster confidence by 
maintaining a fully professional approach during the course of the audit. One must keep in mind that 
it is the SAI that seeks access to sources, data and arguments in an audit. Without good 
communication it may prove difficult to create an atmosphere which will serve that interest. 

Audited entity 

78. The communication process between the auditor and audited entity begins at the 
planning stage of the audit and continues throughout the audit process, by a constructive process of 
interaction, as different findings, arguments and perspectives are assessed.  
 
79. The auditor needs to inform the audited entity of the audit subject matter, audit 
objective(s), criteria, audit questions, the time period to be audited, and the government 
undertakings, organizations and/or programmes to be included in the audit, as soon as possible after 
the decision to start an audit.  

 
80. The communication of these key aspects provides a clear picture of what the audit is 
about, why it is undertaken, what the result might be, and how the audit will affect them (e.g. time, 
documentation, resources) before the audit starts. Furthermore, it creates the basis for exchanging 
views, avoiding misunderstandings and facilitating the process. This does not mean that the audited 
entity dictates conditions or in any way control the audit process, but rather involves establishing a 
constructive process of interaction. As a rule, the assistance of individuals from the audited entity is 
essential to an effective audit. An active dialogue during the audit with the audited entity, experts 
and others makes it easier; for instance, to continuously verify the auditor’s understanding and 
preliminary audit findings. 

 
81. The following topics may serve as examples for further discussion: 

 the audit scope, methodology, and the expected audit process; 
 functions and persons of importance for the data-collection and who the SAI may liaise 
with, the expected types and extent of documents that would or could be requested by the 
SAI; 
 how to keep management informed about findings and the progress of the audit; 
 the ability to carry out the audit as planned (e.g. resources, time schedule, scope). 
 

82. When important audit findings are made during an audit, they must be communicated 
to those charged with corporate governance in a timely manner. 
 
83. Finally, one must not forget the importance of feedback from the audited entity on how 
well the communication process functioned during the audit and if there is room for improvement. It 
is also important to follow up on whether they find the report to be fair, balanced and useful. Having 
such procedures is an indication of good practice in audit communication.  

Other stakeholders 

84. Good external relations are important not only with the short term perspective of getting 
access to information and getting better understanding of the subject matter; it is equally important 
with the long term perspective for a SAI to gain trust, respect and credibility with stakeholders. 
 
85. Some of the key stakeholder groups are shortly discussed below, but the list is not 
intended to be comprehensive. 

 It is important for the SAI to manage the legislature’s expectations carefully because 
performance audit is unlikely to deliver immediate results and impacts from any 
decision to invest in performance auditing: the benefits are more likely to come in 
the medium and longer term. 
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 The relationship between the SAI and government (authorities) is long-term. As the 
aim of performance audit is to achieve beneficial change in the operations of 
government, the SAI is therefore supporting the interest of government in helping it 
to meet its objectives. It is not necessarily a criticism of government when an SAI 
points the way to better performance, because new opportunities to improve are 
constantly emerging. It is important to ensure that government authorities are made 
aware of the procedures relating to performance auditing, and understand the key 
requirements of performance auditing. 

 It is important to consider the interests of citizens in performance auditing. Citizens 
are a source of ideas for performance auditing, a source of demand for performance 
auditing, and users of performance audit reports. They may be contacted directly or 
through non-governmental organizations that represent them. Performance audit 
report need to be drafted for the attention of an interested but non-expert reader 
who is not necessarily familiar with the detailed audit context and not only address 
the reports to the budgetary authorities. 

 It is also important for the SAI to have good communications with the media. They 
may serve as a bridge to citizens and the citizen’s view of public services. 
Sometimes public opinion, as expressed by the media, provides added support and 
impact for audit topics and audit reports. 

 

86. Representatives of the academic community have expert knowledge in specific audit 
areas, and may provide a more objective view, less restricted by personal interest. Academics may 
thus serve as suitable discussion partners, co-readers and sometimes also consultants at all stages 
of an audit. In addition, academics are often suitable potential recruits to the SAI’s performance 
auditing function. The national and international performance auditing professional community is 
also an available source of input. There may be occasions when the business community can also 
provide expertise for specific performance audit topics. 
 
87. Non-governmental organizations can be a useful source of ideas. They may have 
conducted their own research through surveys and case studies, and may have a range of relevant 
contacts. Civil society can be motivated to put pressure on the legislature to act, particularly if the 
SAI is providing high profile material that is of interest to them. 

 
88. During communications with stakeholders the auditor need to be, and must be seen to 
be free of influences that would impair the SAI's and the auditor's objectivity. Accordingly, the auditor 
must be independent. More information on independence is provided in the section of “Independence 
and ethics”. 

 
89. Further information regarding the communication process can be found in ISSAI 3200. 

Skills 

Requirement 
 
90. The SAI shall ensure that collectively, the audit team has the necessary 
professional competence to perform the audit. 
 
Good practices 
 
91. Performance auditing is a knowledge-based, complex investigatory activity with 
professional values occupying a central position. These values include the importance of the auditor 
being given the opportunity to develop their skills and attain good quality of results in their audits. 
This includes creating an environment that is stimulating and that furthers quality improvements. 
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92. To become a performance auditor, a performance audit team-leader or a performance 
audit manager, there is a need for a wide range of skills and disciplines, including research design, 
social sciences, scientific investigation/evaluation methods, good knowledge of organizational 
management which helps ensure that the performance auditor makes realistic and achievable 
suggestions for improvements. Special knowledge of the different functional areas to be audited 
might also prove essential, but advanced skills in accounting and financial auditing are not always 
needed in performance auditing. It is important to ensure that competence is built up step by step, 
and to stimulate knowledge sharing and learning in the organization. On the job learning and training 
can help the auditor develop the professional knowledge and skills needed for performance auditing. 

 
93. Where SAIs have organized their performance auditing separately from financial 
auditing, it is quite desirable that personnel selected for performance auditing have different 
backgrounds and skills than those selected for financial auditing. To meet the quality requirements, 
it is a good practice for the SAI to have a programme to ensure that its staff maintains professional 
proficiency through continuous education and training. A key factor in the development process is 
learning through practical auditing work. 

 
94. Continuous education and training may include such topics as current developments 
in performance audit methodology, research design, management or supervision, qualitative 
investigation methods, case study analysis, statistical sampling, quantitative data-gathering 
techniques, evaluation design, data analysis, and reader-based writing. It may also include subjects 
related to the auditor’s fieldwork, such as public administration, public policy and structure, 
government administration policy, economics, social sciences, or Information Technology science. 

 
95. Qualifications for staff members who conduct performance audits include 

 knowledge of the methods applicable to performance auditing and the education, 
skills, and experience needed to apply such knowledge; 

 knowledge of government organizations, programmes, and functions; 

 personal qualities including integrity, creativity, judgment, analytical skills, team work; 

 skills to communicate clearly and effectively, orally and in writing; and 

 special skills depending on the nature of the specific audit (e.g. statistics, information 
technology (IT), engineering) or expert knowledge of the subject matter concerned . 

 

96. Performance auditing is a team effort, since the issues involved are complex. 
Consequently, not all members need to possess every skill mentioned above. Furthermore, it may 
not always be possible for a SAI to recruit people who meet all the requirements. The required skills 
may therefore be developed once a person is in service, as long as candidates for appointment have 
clearly demonstrated the potential and attitude for the kind of work that performance auditing entails. 
 
97. The auditor needs to possess adequate professional proficiency to perform his/her 
tasks. The SAIs need to recruit personnel with suitable qualifications, adopt policies and procedures 
to develop and train SAI employees to perform their tasks effectively, prepare written guidance 
concerning the conduct of audits, support the skills and experience available with the SAI and review 
the internal procedures . 

 
98. The ability to recruit the right staff is a decisive factor in performance auditing. Each 
staff member is a unique investment. It is well understood by SAIs with long experience of 
performance auditing, that conducting performance audits requires different skills from financial 
auditing. Consequently, an appropriate recruitment process is essential. 
 
Consultation 
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99. Experts are often used in performance auditing to complement the skills set of the audit 
team and to improve the quality of the audit. Before using experts, the auditor needs to ensure that 
the expert has the necessary competence required for the purposes of the audit, and that he/she is 
informed about the conditions and the ethics required. The expert must be well informed about rules 
of confidentiality. An expert, if needed, is a person or firm possessing special skills, knowledge, and 
experience in a particular field other than auditing. The auditor must ensure that the expert is 
independent of the activity/programme. Although the performance auditor may use the work of an 
expert as evidence, the auditor retains full responsibility for the conclusions in the audit report.  

Supervision 

Requirement 
 
100. The SAI shall ensure that the work of the audit staff at each level and audit phase is 
properly supervised during the audit process. 
 
Good practices 
 
101. Supervision is essential to ensure the fulfilment of audit objectives and the 
maintenance of the quality of the audit work. Proper supervision and control is therefore necessary 
in all cases, regardless of the competence of individual auditors. Audit supervision involves providing 
sufficient guidance and direction to staff assigned to the audit, to address the audit objectives and to 
follow applicable methodology, while staying informed about significant problems encountered, and 
reviewing the work performed. More specifically, supervision includes: 

 Ensuring that all team members fully understand the audit objectives; 

 Ensuring that audit procedures are adequate and properly carried out; 

 Ensuring that the audit evidence is relevant, reliable, sufficient and documented; 

 Ensuring international and national auditing standards are followed; 

 Tracking the progress of the engagement to ensure that budgets, timetables and 
schedules will be met; 

 Considering the competence and capabilities of individual members of the 
engagement team, whether they have sufficient time to carry out their work, whether 
they understand their instructions and whether the work is being carried out in 
accordance with the planned approach to the engagement; 

 Addressing significant matters arising during the engagement, considering their 
significance and modifying the planned approach appropriately; 

 Supporting the auditor as and when needed to overcome challenges in the audit; 

 Providing hands-on support in solving issues that arise; 

 Identifying matters for consultation or consideration by more experiences 
engagement team members during the engagement; 

 Providing effective on-the-job training which contributes to the auditor’s learning and 
professional development; and 

 Reviewing the audit work. 

 

102. All team members need to understand the meaning of the audit questions in the same 
way, the terms of references of the work assigned to them, and the nature of responsibilities required 
of them by the applicable auditing standards. Nevertheless, one person usually the most 
experienced or the highest-ranking auditor, may be appointed team leader. The team leader is 
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responsible for executing the audit work as well as allocating tasks to the team members. The team 
leader ensures high quality and timely production of the output by the audit team. 
103. The nature and extent of the supervision of staff, the review of audit work, and evidence 
of it may vary depending on a number of factors, such as the size of the audit organization, the 
significance of the work, and the experience of the staff. 
104. All audit work needs to be reviewed by a senior member of the audit team before the 
audit reports are finalised. It needs to be carried out as the audit progresses. Review brings more 
than one level of experience and judgment to the audit task and needs to ensure that: 

 The audit work has been performed according to the audit plan; 

 The nature, timing, and extent of the procedures performed are consistent with the 
audit programmes; 

 The results of the audit procedures and evidence obtained are clearly reflected in the 
audit documentation and the conclusions reached are consistent with the results of 
the work performed; 

 Consultations have taken place, where appropriate, and the resulting advice 
documented and implemented; 

 The evidence obtained is sufficient and appropriate to support the observations, 
conclusions, and recommendations in the report. 

Professional judgment and scepticism 

Requirement 
 
105. The auditor shall exercise professional judgment and scepticism and consider 
issues from different perspectives, maintain an open and objective attitude to various views 
and arguments. 
 
Good practices 
 
106. Professional judgment is the application of relevant training, knowledge and 
experience in making informed decisions about the courses of action that are appropriate in the 
circumstances of the audit engagement.  In performance auditing, the audit team gathers a large 
amount of audit-specific information and exercises a high degree of professional judgment and 
discretion concerning the relevant issues. 
 
107. In addition to personnel directly involved in the audit, professional judgment may 
involve collaboration with other stakeholders, external specialists, and management in the audit 
organization. 

 
108. Professional judgment is essential to the proper conduct of an audit. The following are 
examples of how professional judgment is required in the context of performance audits: 

 Identifying and evaluating any threats to independence, including threats to the 
appearance of independence; 

 Deciding what to audit; 

 Determining the required level of understanding of the audit subject matter and 
related circumstances; 

 Determining the objective of the audit; 

 Determining the criteria; 

 Determining the nature, timing, and extent of audit procedures; 
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 Determining the review and consultation procedures required for the audit, and how 
advice will be addressed; 

 Determining which findings are significant enough to report; 

 Evaluating whether sufficient appropriate audit evidence has been obtained, and 
whether more needs to be done to conclude against the objectives; 

 Determining the recommendations to be made; and 

 Drawing conclusions based on the audit evidence obtained against the criteria and 
audit objective(s). 

 

109. Scepticism is an attitude that includes a questioning mind and a critical assessment of 
audit evidence. Professional scepticism includes a mindset in which auditors assume neither that 
management is dishonest nor of unquestioned honesty. The following are examples of how 
professional scepticism is particularly important in the context of a performance audit: 

 Considering the integrity of management 

 Questioning responses to inquiries and other information obtained from management 
and those charged with governance 

 Revising risk assessment as a result of identified material or significant inconsistent 
information 

 Planning for sufficient procedures to evaluate the reliability of data to be used during 
the audit 

 Remaining alert for instances of non-compliance with laws and regulations. 

 

110. Professional scepticism is often demonstrated in the various discussions held with the 
audit team, management, and those charged with governance. Examples of how professional 
scepticism can be applied and assessed at each stage of the audit include, but are not limited to the 
following: 

 The auditor assessing the thought process, alternative views considered, and 
changes to the approach during the course of the audit, not just the evidence 
supporting the final conclusion. 

 The auditor challenging management views, assumptions, not just accepting them. 

 The auditor assessing the reliability of the source of documents. 

 

111. The auditor needs to be receptive to views and arguments and to consider issues from 
different perspectives. This is necessary in order to avoid errors of judgment or cognitive bias. 

Requirement 

112. The auditor shall be aware of the risk of fraud throughout the audit process. 

Good practices 

113. Fraud is defined as an intentional act by one or more individuals among employees, 
management, those charged with governance, or third parties involving the use of deception to 
obtain an unjust or illegal advantage such as: 

 breach of trust, 
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 collusive awarding of grants and contributions, 

 collusive bidding or awarding on contracts, 

 deceit, 

 dishonest acts, 

 false representation, 

 fraudulent concealment, 

 illegal acts, 

 intentional misstatements, 

 irregularities, 

 kickbacks, 

 secret commissions, and 

 theft. 

 

114. Unlike error, fraud is intentional and usually involves deliberate concealment of the 
facts. It may involve one or more members from the audited entity or third parties. The auditor’s 
responsibilities are to identify and evaluate the risk of fraud where the risk is significant. The auditor 
must also determine audit procedures in response to those risks. 
 
115. The auditor needs to maintain a professional scepticism during the planning phase and 
during the entire audit because, typically, management and employees engaged in fraud will take 
steps to conceal the fraud from the auditors and others within and outside the entity. When 
conducting audits, the auditor needs to maintain an awareness of the possibility of fraud related to 
the subject matter (for example contracting or grants and contributions). 
 
Requirement 
 
116. The auditor shall maintain a high standard of professional behaviour. 
 
Good practices 
 
117. High expectations for the auditing profession include compliance with all relevant legal, 
regulatory, and professional obligations and avoidance of any conduct that might bring discredit to 
the auditors’ work, including actions that would cause an objective third party with knowledge of the 
relevant information to conclude that the auditors’ work was professionally deficient. The auditor is 
expected to apply a systematic audit approach and due care in all phases of the audit process. Due 
care generally refers to the care that a person of normal prudence would have exercised in 
performing a given work. This includes adequate care in audit planning, gathering and evaluating 
evidence and in reporting findings, conclusions and recommendations. The audit team and the SAI 
must exercise due care and concern in complying with the auditing standards. 
 
118. Legislatures and citizens expect the SAI and its auditors to maintain a high level of 
competence. This underscores the need to maintain individual professional skill and competence by 
keeping abreast of and complying with developments in professional standards and pertinent 
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legislation. The expectation to operate with due care requires the auditor to act diligently and 
according to applicable technical and professional standards when performing performance audits. 
Diligence includes the responsibility to act, in respect of an engagement, with care. 

 
119. A high standard of professional behaviour needs to be maintained throughout the audit 
process, from topic selection and audit planning, to reporting. It is important for the auditor to work 
systematically, with due care and objectivity. A good practice is the use of audit programmes which 
are detailed work plans to guide the execution of the work. 
 
Requirement 
 
120. The auditor shall be willing to innovate throughout the audit process. 
 
Good practices 
 
121. The auditor needs to be alert for, and keep an open mind about new innovative ways 
for collecting, interpreting, and analysing information. The auditor also needs to look for innovation 
related to the audit process. 
 
122. Areas that have had success are data analytics and data mining. These tools can be 
used, for example, for highlighting unidentified trends in complex areas. Using analytics can lead to 
more focused risk assessments, more efficient execution of the audit, and more effective reporting. 
Other examples of innovation include the broadened use of electronic working papers and 
knowledge management systems for sharing information that could be useful to more than one audit 
team, and the use of drones for photographic purposes (for example in agricultural performance 
audits). 

 
123. Innovation can also be associated to the audit process. For example: 

 Reducing audit costs; 

 Strengthening the monitoring of the implementation of past recommendation; and 

 More strategic selection of audit topics. 

 

124. An SAI must foster an innovative culture. Auditors must learn from each other and open 
their minds to doing things differently. In other words, an SAI could: 

 Seek ways to address the perceived tension between innovation and a rule-based 
culture; 

 Stimulate innovative, low-cost, sustainable and web-based ways for SAIs to 
exchange views, documents and experiences; 

 Encourage collaborative audits of relevant topics and foster experimentation with new 
approaches, techniques and products; 

 Lead by example in its governance and modus operandi; 

 Seek an independent evaluation of its own governance and modus operandi; 

 Facilitate activities to develop its capacity to “deliver the message” in an effective way; 
and 

 Keep informed on new evaluation methodology. 

Quality control 

Requirement 
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125. The SAI shall establish and maintain a system to safeguard quality, which the 
auditor shall comply with to ensure that all requirements are met, and place emphasis on 
appropriate, balanced, and fair reports that add value and answer the audit questions. 
 
Good practices 

Quality control (while conducting the audit) 

126. A quality control system or process includes policies and procedures designed to 
provide the SAI with reasonable assurance that it, and its personnel, comply with professional 
standards and applicable legal and regulatory requirements. The objective is to ensure that audits 
are conducted at a consistently high level. Quality control procedures cover matters such as 
direction, review and supervision of the audit process and the need for consultation in order to reach 
decisions on difficult or contentious matters. 
 
127. The system of quality control (QC) needs to be designed so it is appropriate to the 
SAI’s mandate and circumstances and able to respond to their risks to quality. For the system of 
quality control to be effective, it needs to be part of the SAI’s strategy, culture, and policies and 
procedures. This way, quality is built into the performance of the audit and the production of the 
report, rather than being an additional process once the report is produced (see quality assurance 
below). Maintaining a system of quality control requires ongoing monitoring and a commitment to 
continuous improvement. 

 
128. A QC process needs to be an integral part of the conduct of each performance audit to 
minimize the risks of error and drive consistency in conduct. This process needs to be documented 
and include, for example, the various steps in the audit process, checks to be undertaken (such as 
peer review of draft work and editorial review of final reports). In essence, the QC process could be 
covered in a “checklist” that audit managers are required to complete while conducting the audit. It 
may be helpful for the SAI to first clearly define the characteristics of what constitutes a high-quality 
audit report. 

 
129. A key aspect of any performance audit is the formal and informal consultation that takes 
place within audit teams, between audit teams, and with internal or external specialists. Consultation 
during the course of an assurance engagement is important, as it helps to promote quality and 
improves the application of professional judgment, as well as reduces the risk of error. Consultation 
is advantageous for reaching sound conclusions, for ensuring that the report is appropriate, fair and 
balanced and that it adds value. 

 
130. A key component of QC is an engagement quality control reviewer (EQCR). An EQCR 
is an individual, independent from the audit team, that conducts an objective evaluation of significant 
matters, including identified risks and significant judgments made by the audit team, and the team’s 
conclusions reached in formulating the audit report. 

 
131. There are no quality control procedures at the level of the individual audit that can 
guarantee high-quality performance audit reports. It is equally important for the auditor to be – and 
remain – competent and motivated as well as open to feedback from quality control. Control 
procedures need therefore to be complemented by support, such as on-the-job training and guidance 
for the audit team. 

 
132. See ISSAI 40 for additional guidance on quality control. 
 
Quality assurance (after the completion of the audit) 
 
133. A quality assurance (QA) process allows audits after their completion to be 
independently assessed on a consistent basis against specific criteria. Undertaking a QC process 
outlined above would be step one that the QA process would review and the SAI can develop its 
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own criteria, based on its particular circumstances, with examples of criteria-based questions 
including: 

 To what extent does the report clearly describe the context within which the area 
examined is carried out? 

 To what extent is the report well-structured and well written, and does it include an 
effective executive summary? 

 To what extent is the rationale for the scope clearly set out? 

 Is the audit methodology clearly set out? 

 To what extent were the report’s conclusions and recommendations balanced, 
logical, consistent and supported by the evidence quoted? 

 To what extent has the audit been successful in concluding against its objectives and 
providing useful information to help improve public services? 

 To what extent is there sufficient documentation on team competencies, audit 
procedures carried out, evidence to support findings, consultations done and 
disposition of comments received, and supervision? 

 

134. Those carrying out the independent QA could be senior members of the performance 
auditing unit (with no involvement in the conduct of the audit), or external figures such as senior 
academics from universities and business schools. Using external QA provides an opportunity for 
the SAI to demonstrate its accountability to stakeholders. Following QA reviews the SAI can circulate 
good examples of performance audit reports within the SAI for the benefit of all auditors. Where 
performance audit reports are found to need strengthening, a senior staff members’ could work with 
the audit team concerned to identify lessons learned and possibilities for training, mentoring and 
coaching in specific areas. 

Materiality 

Requirement 
 
135. The auditor shall consider materiality at all stages of the audit process, including 
the financial, social and political aspects of the subject matter with the goal of delivering as 
much added value as possible. 
 
Good practices 
 
136. Materiality is the relative importance of a matter, within the context it is being 
considered, that can change or influence the decisions of intended users of the practitioner’s report 
such as legislatures. Materiality can be considered in the context of quantitative and qualitative 
factors, such as relative magnitude, the nature and effect on the subject matter and the expressed 
interests of intended users or recipients. 
 
137. The consideration of materiality is relevant in all aspects of performance audits. 
Therefore, the auditor needs to consider materiality when selecting the audit topics, defining the 
criteria, evaluating the evidence, documenting the findings and developing the conclusions and 
recommendations. 

 
138. Findings are considered to be material if they, individually or in the aggregate, could 
reasonably be expected to influence relevant decisions of intended users taken on the basis of the 
auditor’s report. The auditor’s consideration of materiality is a matter of professional judgement, and 
is affected by the auditor’s perception of the common information needs of intended users as a 
group. 
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139. Qualitative factors may include such things as: 

 The number of persons or entities affected by the subject matter. 

 Whether a finding relates to compliance with law or regulation. 

 Whether a finding is the result of an intentional act (fraud) or is unintentional. 

 Whether a particular aspect of the programme or entity is significant with regard to 
the nature, visibility and sensitivity of the programme or entity. 

 Whether the health or safety of citizens is affected. 

 Whether a finding relates to transparency or accountability. 

 

140. Quantitative factors relate to the magnitude of the findings that are expressed 
numerically. The auditor must not overlook the aggregate effect of individually insignificant findings. 

Documentation 

Requirements 
 
141. The auditor shall document the audit in a sufficiently complete and detailed 
manner. 
 
Good practices 
 
142. The auditor needs to keep all relevant documents collected and generated during a 
performance audit. This includes substantive e-mail communications sent to or received from an 
entity official or an outside party that are relevant to the audit and are related to the report. It records 
who performed the audit work and the date such work was completed. Documentation of the audit 
work has to be sufficient to enable an experienced auditor, having no previous connection with the 
audit to understand: 

(a) The nature, timing and extent of the work conducted; 

(b) The findings of the audit work, and the audit evidence obtained; and 

(c) Significant matters arising during the audit (for example changes in the scope or 
approach of the audit, decisions regarding a new risk factor identified during the 
course of the audit, actions taken as a result of disagreement between the audit 
entity and the team), the conclusions reached thereon, and significant 
professional judgments made in reaching those conclusions. 

 

143. If, in the context of a performance audit, the auditor collects personal data or 
information, he/she must ensure that it is adequately safeguarded. The nature and sensitivity of the 
information are factors in determining what security is adequate. 
 
144. In determining the nature and extent of the documentation for a particular audit area or 
procedure step, the auditor generally need more audit documentation when: 

 the risk is greater (the risk associated with conducting the audit or when the finding is 
significant, sensitive or contentious);  

 more judgment is needed in performing the work or evaluating the results; and  

 the evidence is more significant (i.e., the evidence is critical to conclude on the 
objectives of the audit).  
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145. It is advisable for the documentation record to include a system that cross-references 
the audit report to the working papers. 
 
146. The auditor needs to adopt appropriate procedures to maintain the confidentiality and 
safe custody of the working papers and needs to retain the working papers for a period sufficient to 
meet the needs of the legal, regulatory, administrative and professional requirements of record 
retention and to conduct audit follow-up activities.  
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INTRODUCTION 
 
1. Professional standards and guidelines are essential for the credibility, quality and 
professionalism of public-sector auditing. The Fundamental Principles of Public-Sector Auditing, 
amongst other things, defines the purpose and authority of ISSAIs and the framework for public-
sector auditing. The Fundamental Principles of Performance Auditing build on and further develops 
the fundamental principles of ISSAI 100 to suit the specific context of performance auditing. 
 
2. ISSAI 3000 is the International Standard for Performance Auditing and should be read 
and understood in conjunction with ISSAI 100 and ISSAI 300. It provides the requirements for the 
professional practice of performance auditing followed by explanations in order to enhance the clarity 
and readability of the standard. ISSAI 3000 is the authoritative standard for performance auditing 
and consequently each requirement must be complied with if an SAI choose to adopt it. 

 
3. For each requirement set out in ISSAI 3000, supporting guidelines are provided in 
ISSAI 3100, on central concepts for performance auditing and ISSAI 3200, on the performance 
auditing process. These guidelines describe good practices that are based on the experience of SAIs 
with a long tradition and well-established performance audit function. They are meant to help the 
auditor interpret the requirements set out in ISSAI 3000, provide advice to the auditor on how to fulfil 
these requirements and how to apply his/her professional judgment. Therefore, compliance with 
these guidelines is not mandatory.  

 
4. ISSAI 3200 deals with planning, conducting, and communicating and following-up on 
the results of the performance audit. This guideline has four different parts, structured according to 
the different phases in the performance audit process: 

 
5. The first section relates to planning the audit – how to select audit topics and design 
the audit. The second section relates to conducting the audit in order to obtain sufficient, appropriate 
evidence to support the auditors’ findings and conclusions. The third section relates to reporting – 
the format of the report, the report contents and report distribution. The fourth section relates to 
follow-up of performance audit reports, to identify and document the impact of the audit and the 
progress made in implementing recommendations. 
 
6. ISSAI 3100 and ISSAI 3200 should be read together to get a deeper understanding of 
how the central concepts are considered throughout the audit process. 
  

 
 
 
 
 
 
 

Planning Conducting Reporting Follow up
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PLANNING 
 
 

 

 

 
 
7. This section contains planning requirements and guidelines for performance audits. 
The purpose of these requirements is to establish the overall approach for the auditor to apply when 
planning the performance audit. This section has two main parts. The first part is on selecting topics 
and relates primarily to the SAI’s strategic planning process. The second part of planning relates to 
the individual auditor’s design of each audit, focusing on what to audit, what criteria to use and what 
methods to use.   

 
 
Selection of topics 
 

Requirements 
 
8. The auditor shall select audit topics through the SAI’s strategic planning process 
by analysing potential topics and conducting research to identify risks and problems.  
 
9. The auditor shall select topics that are significant and auditable, and reflect the 
SAI’s mandate.  

 
10. The auditor shall conduct the process of selecting audit topics to maximise the 
expected impact of the audit while taking account of audit capacities.  
 

Good practice 
 

Selecting an audit topic as part of the strategic planning process 

 

11. Determining which audits will be carried out is part of the SAI’s strategic planning 
process. The SAI’s strategy documents the main direction of the SAIs performance auditing. It covers 
several years and involves the selection of topics, programmes or themes to guide the audits. While 
the number of potential topics, programmes and themes is usually high the SAI’s capacity is usually 
limited. Consequently, audit selection decisions must be made with care. 
 
12. The SAI’s approach to selecting performance audit topics is a balancing act between 
the mandate of the SAI, the expectations of different stakeholders such as the relevant legislative 

Planning Conducting Reporting Follow-up
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committee (for example the Public Accounts or Budgetary Committee), and the strategy of the SAI. 
The strategic planning process would normally result in an audit programme for the SAI covering 
one or several years. Considering the dynamic of the context in the public sector and the changing 
priorities in public policies it is recommended to revise the audit programme annually.  

 
13. Some SAIs may choose topics based on strategic considerations regarding the type of 
performance audit and reforms within the public sector. One possible strategic choice is to decide to 
contribute to the modernization of the government administration and focus on auditing government 
programmes with significant effectiveness problems. Other SAIs may choose topics based on 
selection criteria, for example with regard to a specific type of performance audit. An alternative 
choice might be to simply focus on auditing individual government agencies and their performance 
towards meeting objectives and goals in relation to economy, efficiency and effectiveness. 

 
14. The audit programme for the SAI will serve as a basis for operational planning and 
resource allocation. The programme can list the audit areas and provide a brief account of the 
possible problems, questions, and other arguments supporting each one of them. The approach to 
selecting the audit topics that are to be included in the audit programme may vary. Some SAIs have 
a bottom-up approach, where the auditors participate in the selection process. Other SAIs have a 
top-down approach, where the management selects audit topics and the auditor does not take part 
in the selection process. Some SAIs have a mix of both approaches. 

 

Assessing potential audit topic in terms of materiality and risk 

15. Performance audit topics are generally selected on the basis of problem and/or risk 
assessments and an assessment of materiality. Materiality relates not only to financial, but also 
social and/or political aspects.  
 
16. In performance auditing risks also involve areas where there is reason to suspect 
inefficiency that concern citizens or can have great impact on specific groups of citizens. The 
accumulation of such indicators or factors linked to an entity or a government programme may 
represent an important signal to the auditor and can induce the auditor to plan audits based on the 
risks or problems detected. Factors that may indicate higher risk include: 

 The financial or budgetary amounts involved are substantial, or there have been significant 
changes in the amounts involved. 

 Areas traditionally prone to risk (for example procurement, technology, environmental issues 
and health). 

 New or urgent activities or changes in conditions (requirements, demands) are involved. 

 Management structures are complex, with possible confusion about responsibilities. 

 There is no reliable, independent, and updated information on the efficiency or the 
effectiveness of a government programme. 

 
17. The analysis of potential topics must give consideration to maximizing the expected 
impact of an audit. As part of analysing potential topics and conducting research to identify risks and 
problems, the auditor is advised to consider the following: 

 The greater the risk for consequences in terms of economy, efficiency, and effectiveness or 
public trust, the more important the problems tend to be. 

 Adding value is about providing new knowledge and perspectives. The better the prospects 
of carrying out a useful audit of good quality, and the less the policy field or subject has been 
previously covered by audits or other reviews, the greater the added value might be.  

 

18. Selection of topics depends on the assessed risks, that is the likelihood and impact of 
an event with the potential to affect the achievement of an organisation's objectives. A risk analysis 
is a two-step process:  
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 Identifying possible events that, should they occur, would prevent the entity/functional 
area from attaining its objectives; and  

 Assessing the possible magnitude and likelihood of each event. 
 

19. This assessment helps the auditor identify the inherent risks. The auditor may also 
focus on residual risk – the risk that remains even when controls are in place to mitigate the inherent 
risk – or on areas of suspected weaknesses. 

 
Selecting audit topics that are auditable  

20. Assessing auditability is an important requirement in selecting the audit. At this stage, 
determining whether a topic is auditable or not depends on whether the audit topics are in compliance 
with the audit mandate of the SAI and whether the SAI has the audit capacities (for example human 
resources and technical skills) to conduct the audit. It is also important that the auditor takes into 
account the expected net impact of the audit as defined in the SAI’s strategy. When designing the 
audit, auditability will have to be considered yet again, more in detail (See section on Designing the 
audit below). 

 

How requests affect the selection process 

21. Some SAIs get requests to conduct audits on a specific topic. In this case it is not 
always possible to meet the specific requirements on topic selection. However, it is still important to 
follow the requirements for designing the audit. 

 

 
Designing the audit 
 

Requirements 
 
22. The auditor shall 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. 
 
23. The auditor shall acquire substantive and methodological knowledge during the 
planning phase. 

 
24. During planning, the auditor shall design the audit procedures to be used for 
gathering sufficient and appropriate audit evidence that respond to the audit objective(s). 

  
25. The auditor shall submit the audit plan to the audit supervisor and SAI’s senior 
management for approval. 
 

Good practice 
 
26. After the SAI has chosen an audit topic, the auditor has to design the specific audit. 
According to ISSAI 3000, the auditor shall plan the audit in a manner which ensures that an audit of 
high quality is carried out in an economic, efficient and effective way and in a timely manner. A well 
thought-out plan is in general indispensable in performance auditing. Before starting the conducting 
phase, it is consequently important to define the subject matter, ‘what is audited’. The audit topic is 
often a rather broad area of interest so it has to be narrowed down by determining the audit 
objective(s) and the audit scope. This is often done in the form of a pre-study. 
 
27. The purpose of a pre-study is to establish whether the conditions for an audit exist and 
if so, to produce an audit proposal with a work plan and a research design. A pre-study helps provide 
answers to questions like: Is this subject auditable and worth auditing? What information is needed 
and how should the audit be conducted? In addition, it provides background knowledge and 
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information needed to understand the entity or entities to be audited (programme, function, service 
or organisation). 

 
28. A pre-study enables the auditor to produce an appropriate audit proposal and makes it 
easier to ensure that the performance audit coverage is comprehensive and realistic. The pre-study 
is normally carried out in a fairly short period. The pre-study of a specific topic can be a conducted 
in less than a month, while a broader approach to the audit can normally be conducted within 3 
months. The time spent on the pre-study is not recommended to exceed the time used on the main-
study. The outcome of the pre-study phase is the audit proposal. 

 
29. As part of the pre-study it is advisable to test some of the hypotheses that led to the 
topic selection. It is also important to check the availability of data. For example, if the audit objective 
is efficiency in public hospitals, it is advisable to visit a hospital and collect central material in the pre-
study phase.   

 
30. The auditor is advised to consider the needs and interests of the primary intended 
users, including the responsible parties when designing the audit. The needs and interests of the 
users could influence the selection of audit objectives and the types of analysis conducted by the 
audit team. Ultimately, by taking into account the needs and interests of the primary intended users, 
the auditor can ensure that the audit report is useful and understandable.   
 

Understanding what is audited 

 

31. The aim at the beginning of the design phase is to develop a basic understanding of 
the subject matter (‘what is audited’), and of risks and challenges in the area. Obtaining the required 
knowledge is a continuous and cumulative process of gathering and assessing information at all 
stages of the audit. Therefore, it might be necessary to gather further information and to test initial 
hypotheses in the planning stage once the audit topic is decided. This information will help the auditor 
decide on the most relevant approach of the audit. It is important that the auditor weighs the costs 
of obtaining information against the additional value of the information to the audit. The information 
gathered in the planning phase may make it necessary to adjust what is to be audited.  
 
32. Sources of information for understanding what is audited may include: 
 
 

 enabling legislation and legislative speeches; 

 ministerial statements, government submissions, and decisions; 

 audited entity risk profile; 

 recent audit reports, reviews, evaluations, and inquiries; 

 scientific studies and research (including those from other countries); 

 strategic and corporate plans, mission statements, and annual reports; 

 policy files and management committee and board minutes; 

 organisation charts, internal guidelines, and operating manuals; 

 programme evaluation and internal audit plans and reports; 

 viewpoints from experts in the field; 

 discussions with the audited entities and key stakeholders; 

 management information systems or other relevant information systems; 

 official statistics; 

 reports from other SAIs; 

 press coverage. 
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33. Past evaluations and audits are often a useful source of information. They can help 
avoid unnecessary work in examining areas that have been under recent scrutiny and highlight 
deficiencies that have not yet been remedied. 
 
 
Defining the audit objective(s)  

 

34. The auditor shall set a clearly defined audit objective(s) that relates to the principles of 
economy, efficiency or effectiveness (see ISSAI 3000/37). The objective(s) determines the approach 
and the design of the audit. 
 
35. The audit objective(s) can be thought of as the overall audit question concerning the 
subject matter (for instance a government programme or activity) that the auditor seeks the answer 
to. Or put differently, it can be thought of as the hypothesis that will be tested through the collection 
and analysis of evidence. The audit objective therefore needs to be framed in a way that allows a 
clear and unambiguous conclusion. Many audit objectives can be expressed in the form of one 
overall audit question which is then broken down into more detailed/specific sub-questions.  

 
36. The audit objective(s) addressed by performance auditors do not have to be exclusively 
based on a retrospective (ex post) audit approach. In a performance audit, the auditor can take an 
early initiative and provide ex ante audits where appropriate, and if this is allowed by their legal 
mandate.  

 
37. It is important that the audit objective is based on rational and objective considerations. 
In determining the audit objective(s), the auditor must determine where the greatest risks are, and 
where the audit can add most value. To help defining appropriate audit objective(s) the auditor can 
conduct interviews with major stakeholders and experts, and analyse potential problems from 
various viewpoints. If an audit takes place on request, the audit objective(s) might however be more 
or less determined or obvious. 

 
38. The objective(s) is typically based on the requirements of the relevant legislation, 
regulations, and policies, government objectives, or reflect what is expected based on sound 
principles and best practices, or what could be given better conditions.  

 
39. The audit objective(s) must give sufficient information to the audited entity and other 
stakeholders about the focus of the audit. Well-defined audit objectives relate to a single entity or an 
identifiable group of government undertakings, systems, operations, programmes, activities or 
organisations. 

 
40. A good practice is to describe the audit objective(s) as simply as possible. Presenting 
the audit objective(s) as clearly and concisely as possible prevents the audit team from undertaking 
unnecessary or overly ambitious audit work. Ambiguous or vague audit objectives must be avoided. 
The auditor is advised to avoid multiple objectives where more than one question is asked. This will 
enable the auditor to reach clear conclusions. 

 
41. One way of  examining whether the potential audit objective(s) can be concluded 
against is by considering: 

 whether the objective(s) identified is auditable (e.g. whether audit criteria are available 
or can be developed, whether resources and competence are available, etc.); 

 whether audit evidence exists or can be generated and is accessible by the auditor; 
and 

 whether audit methodologies can be used successfully to collect and analyse such 
evidence. 
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42. The audit objective(s) and scope are interrelated and need to be considered together. 
Even minor changes in the objective(s) or the problem to be studied may have a major impact on 
the general scope of the audit. 

 
Defining the scope of the audit and the specific audit questions 

 

43. The scope defines the boundary of the audit. To define the scope, the auditor needs to 
identify which entities are to be included in the audit or which particular programme or aspect of a 
programme defines the boundary of the audit. The auditor must also identify the period of time to 
review and the locations that will be included. To avoid an overly complex audit, the audit scope can 
exclude certain activities or entities from the audit, even if they in principle would be relevant to the 
audit objective.  
 

 
44. It is good practice to discuss the audit scope with the audited entities at the earliest 
opportunity. In some cases, it may also prove useful to explicitly clarify what is not going to be audited 
in the actual study (what is not intended to be covered). This may contribute to reduce 
misconceptions or false expectations among stakeholders. 
 
Creating audit questions 

 

45. It is good practice for the auditor to create specific audit questions to help define and 
structure the audit. The audit questions must therefore, when established, have a further impact on 
and define the scope. 
 
46. It is important for the audit questions to be thematically related, complementary, not 
overlapping and collectively exhaustive in addressing the audit objective(s) (or main question). The 
aim is to cover all aspects of the audit objective by specific audit questions. All terms employed in 
the questions need to be clearly defined. The questions are stated in neutral form, even if the auditor 
expects to find problems in relation to the question. 

 
47. Audit questions may be analytical, normative or descriptive. Even if it is advisable to 
formulate audit questions in a normative or analytical way, descriptive questions can sometimes be 
useful in an audit, especially when preparing an audit in an area where information on economy, 
efficiency or effectiveness is lacking. However, they seldom add much value to those who seek 
comprehensive explanations, or well-founded information on how to significantly improve 
performance. They therefore work best when combined with analytical or normative questions. 

  
48. The formulation of audit questions is an iterative process in which the auditor 
repeatedly specifies and refines the questions, taking account of known and new information on the 
subject as well as the feasibility of obtaining answers. During the planning stage, the purpose of 
formulating audit questions is to systematically direct attention to what the auditor needs to know to 
accomplish the audit objective. Audit questions may have to be adjusted to better reflect the subject 
matter as the auditor becomes more knowledgeable during the audit (see Conducting in this ISSAI). 
However, it is advised that this be done infrequently. Since it is recommended that audit questions 

The scope of an audit can be determined by answering the following questions: 

What?  What specific questions or hypotheses are to be examined? 
 What kind of study seems to be appropriate? 
Who?  Who are the key players involved and the auditee(s)? 
Where?  Are there limitations in the number of locations to be covered? 
When?  Are there limitations on the time frame to be covered? 
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are communicated with the audited entity, changing the audit questions during the course of an audit 
may raise questions as to the professionalism, objectivity and fairness of the audit. 

 
49. The auditor must also define the approach of the study: what kind of study is needed 
to answer the audit objective? There are three common approaches in performance auditing: 
system-oriented, results-oriented and problem-oriented or a combination thereof (see ISSAI 3100). 

  
50. Performance auditing is often based on an overall perspective, that is, a top-down 
perspective. It concentrates mainly on the requirements, intentions, objectives and expectations of 
the legislature and central government. However, it is also possible to add a client-oriented 
perspective, a focus on service-management, waiting-time, and other issues relevant to the ultimate 
clients or consumers involved.      
 
Setting the audit criteria  

 

51. The auditor needs to establish suitable criteria, which correspond to the audit 
objective(s) or questions. Criteria are the benchmarks or a standard used to evaluate the subject 
matter to determine whether a programme meets or exceeds expectations. The criteria provides a 
basis for assessing the evidence, reaching audit findings and developing conclusions on the audit 
objectives. 
 
52. The criteria can be qualitative or quantitative and define what the audited entities will 
be assessed against. The criteria may be general or specific, they may reflect a normative (ideal) 
model for the subject matter under review, they may represent best or good practice, an expectation 
of “what should be” according to laws, regulations or objectives. The criteria may also be “what is 
expected”, according to sound principles, scientific knowledge and best practice, or “what could be” 
(given better conditions). The nature of the audit and the audit questions determines which criteria 
are the most suitable. 

 
53. Audit criteria are deduced from authoritative sources. The auditor can use many 
different sources to identify criteria, for example: 

 Laws and regulations governing the operation of the audited entity 

 Political goals or statements by the legislature 

 Decisions made by the legislature or the executive 

 Key performance indicators set by the auditee or the government 

 Detailed procedures for a function or activity 

 Standards from research, literature, professional and/or international  organisations 

 International benchmarks of good performance 

 Corresponding performance in the private sector 

 Benchmarks – same entity, different years; different entities same activity 

 Planning documents contracts and budgets from the audited entity 

 General management and subject-matter literature 

 Criteria used previously in similar audits or by other SAIs 

 Standards set by the auditor, possibly after consultation with subject matter experts 
(necessary to agree with the relevant audited entities) 

 Identification of what could be (given better conditions) 
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54. Sometimes audit criteria are easy to define, for example when the goals set by the 
legislature or the executive branches are clear, precise and relevant. However, this is often not the 
case. The goals may be vaguely formulated, conflicting or non-existent. Under such conditions, the 
auditor may have to establish criteria that reflect the ideal or expected result to which the 
performance of the entity can be measured. 

 
55. The audit criteria need to be set objectively. The process requires rational 
consideration and sound judgment. It is therefore important that the auditor acquires: 
 

 an understanding of the area to be audited, recent studies and audits in the area; 

 knowledge of the motives and the legal basis of the government programme or activity 
to be audited and the goals and objectives set by the legislature or the government; 

 knowledge of practices and experience in other relevant or similar programmes or 
activities. 

 
56. When setting criteria, one possibility is to allow experts in the field to answer questions 
such as ‘what ought to be the ideal results under perfect conditions according to rational thinking or 
best-known comparable practice?’ Alternatively, to define and obtain support for well-founded and 
realistic criteria, it may prove helpful to discuss benchmarks with stakeholders and decision makers. 
 
57. According to ISSAI 3000/51, the auditor shall, as part of planning or conducting the 
audit, discuss the audit criteria with the audited entities and possibly with the relevant stakeholders. 
Disagreement about criteria can then be identified, discussed, and, perhaps, resolved at an early 
stage. It is especially the case when criteria are developed specifically for the engagement or they 
are not self-evident and are capable of dispute by audited entity management. 

 
58. It is important that the auditor listens to good arguments from the audited entities but 
at the same time be aware of their potential interest to hide their weaknesses. The facts and 
arguments presented by the audited entity must be weighed against other relevant facts and 
arguments (from other sources, experts etc.) and the auditor may accept the criticism by the audited 
entity of a criteria after careful discretion. However, the final decision on criteria belongs to the auditor 
and it is important for the auditor to remain independent during the process. 
 
Example of a performance audit design 

 

59. Listed below is an example on the structure in a performance audit design where the 
concepts presented above are used. 
 

Tips for setting good audit criteria. Ensure that they are: 

 short and clear i.e. unambiguous and easy to comprehend 

 relevant and logically or causally linked to the audit questions  

 mutually exclusive, i.e. different and distinct from one another, and not 
overlapping 

 collectively exhaustive for each audit question, i.e. taken together, they are 
sufficient to answer the audit questions 

 specific or testable (in principle capable of a “yes/no” response, even though  
an elaborated answer is often required), so that it is possible to identify what 
procedures and evidence is needed to provide an answer and to conclude 
against the criteria. 
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An example of the structure of a performance audit design 

Audit topic 

 The active labor market policy   

Audit objective: 

 Does the Ministry of Employment deliver an effective employment programme? 

Audit Scope 

 There are 18 employment centers across the country, the audit covers 1 in each region, 
which means 5 employment centers 

 Unemployed persons can be divided into several different groups. The audit covers the 
group of unemployed insured persons. 

 The audit covers the period from 2013 to 2015 

Audit questions (and sub-questions): 

 Have employment activities provided by external consultants (for example training 
courses on how to prepare a curriculum vitae) been acquired at the lowest possible 
cost, while taking quality into account? 

 Have the employment centers increased the number of unemployed persons attaining 
training courses (output) without increasing the resources such as staff and office space 
(input) from 2013 to 2015? 

 Have employment centers achieved the expected outcome of the program, as set by the 
legislature (for example accessing a new employment)? 

 
Choosing methods to gather audit evidence 

 

60. An important part of planning the conducting phase is to determine the methods to be 
used to gather data and analyse it. The audit scope, the audit objective, the audit questions and the 
audit criteria are the factors guiding what evidence is needed and the methods most appropriate to 
obtain that evidence.  
 
61. To manage audit risk it is important that the auditor in the planning phase gathers 
information about availability and quality of relevant data needed to answer the audit question(s). If 
there is a problem with the availability of secondary data, or the quality of the data is poor, the auditor 
could decide to collect primary data, by developing questionnaires, statistical records, observations 
etc. There is also the possibility to report on the poor quality of or missing data. When changing the 
design, it is important that this is done as early as possible in the planning phase. The auditor must 
also consider the relevance of and value added by these changes. 

 
62. Performance audits can draw upon a large variety of data-gathering techniques that 
are commonly used in the social sciences, such as surveys, interviews, observations, collection of 
administrative data and of written documents. Sampling methods and surveys might allow general 
conclusions to be drawn and case studies provide an opportunity for in-depth analysis. 

 
63. Different types of audit evidence can be obtained by using different methods of 
collecting data, as illustrated in the table below. 
 

Table 1. Link between types of audit evidence and different methods 
Audit evidence Methods of data collection 

Testimonial evidence Interviews 

Surveys, questionnaires 
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Focus groups 

Reference groups 

Documentary evidence Document review 

File reviews 

Using existing statistics 

Using existing databases 

Physical evidence Observation of people 

Inspection of objects or processes 

 
64. It is important for the auditor to establish an appropriate strategy for the audit. The 
challenge is to establish an appropriate strategy combining study designs, methods and techniques 
in the audit to suit the context, objective, questions, criteria and the availability of skills and resources 
as well as the availability of data. 
 
65. The auditor will normally use a range of techniques to gather and analyse evidence. 
The auditor has to decide on which methods are appropriate to use in the audit, i.e. what the 
advantages and disadvantages are and whether methods are too costly to use compared with the 
expected outcome. When planning the audit, the auditor will have to identify the probable nature, 
sources, and availability of audit evidence required.  

 
66. While primary data developed by the auditor is usually the most reliable, secondary 
data collected and/or analysed by others (for example performance evaluation reports, internal 
reports, etc.), can be an important source of information in performance audits.  

 
67. During the planning stage, the purpose of choosing methods is to systematically direct 
attention to what the auditor needs to know to answer the audit questions/criteria, and from where 
and how the auditor can obtain the information. The aim is to adopt best practices, but practical 
reasons such as availability of data may restrict the choice of methods, and the auditor may often 
have to settle for the second-best solution. It is therefore important to have an open mind when 
conducting the audit. The choice of methods must not be rigid at this stage. 
 

Assessing auditability 

 

68. Assessing auditability is also an important requirement in the designing process. It 
defines whether a topic still is suitable for conducting an audit and whether an audit can be carried 
out. A topic must be both auditable and worth auditing in order to be included in the audit scope. The 
auditor may have to consider, for instance, whether there are criteria available and whether the 
information or evidence required is likely to be available and can be obtained efficiently. Furthermore, 
it is important that reliable and objective information exist and that there are reasonable possibilities 
of obtaining this information.   
 
69. During the planning phase, the auditor must consider if conducting an audit is still 
relevant and cost effective. Even if the selected topic is consistent with the SAI’s strategy, the auditor 
might observe during the pre-study that the expected problem is already handled by the auditee. 
Similar studies covering similar objectives may already have been conducted by other institutions, 
or there are no relevant criteria available. Another reason could be that the information or evidence 
required is unlikely to be available and cannot be obtained efficiently. In such circumstances it is 
important that the auditor informs the management of the SAI of these important aspects and that 
management decides how to proceed. 
 
 

An example of a design matrix  
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70. In designing the audit the auditor must link together the audit objective, the audit scope 
and questions, the audit criteria and the methods and strategy for data collection and analysis.  
 
71. It must be stressed that there is no universally applicable model on how to plan and 
design performance audits. The detail in which the audit is planned is another decision to be made. 
Careful planning will reduce the likelihood of problems arising at a later stage. At the same time, 
planning that is too detailed may sometimes inhibit innovative thinking and openness. Audits are 
carried out in a complex environment, and it is therefore rarely possible to devise a comprehensive 
audit design that predicts the progress of a performance audit in every detail. 

 
72. The method presented below represents a good practice and is often applicable, but it 
may not fit all audits and the more complicated engagements. The auditor must therefore in each 
case reflect on whether it is suitable to apply the method presented below, or if there are better 
alternatives.  

 
73. The purpose of the design matrix is to clarify the feasibility of concluding against the 
main audit objective, and to assure a logical chain from the audit criteria to the specific audit 
questions all the way to the main audit objective. The matrix helps the auditor to impose a logical 
disciplined pattern on the design of the study and to ensure that all aspects of a question are 
considered. It also helps define the scope of the audit. However, when using the technique it may 
arise that the main audit objective needs to be re-formulated or clarified. Most importantly the design 
matrix requires the auditor, at the planning stage, to clarify what sources of evidence the audit criteria 
can be tested against. 

 
74. The figure shows how the audit objective can be broken down into specific audit 
questions. For each specific audit question there must be established specific audit criteria. It is 
advisable to formulate the audit objective so that the auditors can answer the audit questions and 
conclude against the audit objective. Since the audit criteria are the benchmarks used to evaluate 
the subject matter they are expressed in terms of what should be, what is expected or what could 
be. 

 
75. For example “Did the entity have effective procedures in place to manage its 
programme?” Here the auditor must identify, by setting the audit criteria, what precisely are “effective 
procedures”.  

 
76. It is important that the auditor clearly outlines in the design matrix what kind of analysis 
is needed to be able to obtain sufficient, appropriate audit evidence in order to establish findings. 
This requires that the auditor describes what kind of information and data are to be collected, from 
the specific sources, the techniques needed to gather data, and the kind of methods to be used to 
analyse data. 

 
77. As shown in the figure, the expected audit findings are directly related to and supported 
by the audit criteria. The auditor will have to assess whether the programme or entity fulfills the 
criteria. If the audit shows that some of the criteria are met while others are not, the auditor must use 
his or her professional judgment to consider what the audit conclusion would be.  

 
78. The auditor is advised to consider the expected findings, conclusions and impacts of 
the examination to make sure that the proposed outcome of the audit still is expected to be useful 
and feasible. The pre-study might provide some indications in this regard and become part of the 
basis for the decision on whether to continue with the audit. 
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Figure 1: The audit design matrix (an example) 
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               Good project management and submitting the plan to supervisors and management  

 
79. As performance auditing is time-consuming and costly, it is essential that the audit be 
properly planned and that the implementation of the plan be regularly monitored and corrective action 
taken when appropriate. The auditor shall submit the audit plan to the audit supervisor and SAI’s 
senior management for approval. Early discussions with the supervisor and senior programme 
management to gain an overall programme perspective are also important. 
 
80. A sufficient audit team and team leader with the right skills need to be assigned. When 
making an audit plan, it is important to determine the timetable and the resources needed. The 
auditor also has to consider if there is need to consult with internal or external experts (consultants, 
other auditors) in order to secure the quality of the audit.  

 
81. A milestone plan may help the team break down the audit process into smaller parts. 
This makes it easier for the team to assess how realistic the use of resources is compared to the 
work needed. If the plan shows that the timelines are too tight, the team may need to expand the 
timelines or consider which audit questions are themost important ones, and spend time and 
resources accordingly. Sometimes less important questions can be answered by using less time-
consuming data collection methods, such as using available secondary sources as opposed to using 
questionnaires or interview data. 

 
82. The team leader is responsible for the day-to-day management of the audit and for 
ensuring that the budget and timelines are adequately documented and that the performance audit 
is completed within budget and on time. Where more complex performance audits are concerned, 
the SAI may consider appointing an experienced supervisor or a steering committee to guide the 
audit team and to monitor the progress of the audit. 

 
83. Audit supervisors provide guidance and direction to staff assigned to the audit in order 
to address the audit objectives and follow applicable requirements. At the same time they stay 
informed about significant problems encountered, review the work performed, and provide effective 
on-the-job training. The nature and extent of the supervision of staff and the review of audit work 
may vary depending on a number of factors, such as the size of the audit organisation, the 
significance of the work, and the experience of the staff. 
 
Managing audit risks 

 

84. A good practice is to include a discussion of the specific audit risks and how the auditor 
plans to mitigate them in the audit plan or pre-study. Risk assessment can take many forms but may 
be done by addressing the following questions: 

 Is there enough data available and is this data of good quality? 

 Does the audit team possess sufficient skills and knowledge for this particular audit? 

 Are the time frames and resources (i.e. hours/funds) needed to conduct the audit feasible? 

 Is the audit topic sensitive, highly visible or controversial? (e.g. political sensitivity, media 

sensitivity, parliamentary sensitivity) 

 Is the audit and/or the subject matter very complex? 

 Is there a risk related to management integrity or entity relations? 

 

85. If the audit risk is significant it may be necessary to modify the audit plan and develop 
additional mitigation strategies. The auditor can then develop and modify the evidence collection 
strategy to lower the audit risk. For example, it may be useful to consider: 

 Establishing a different staff mix – for example more senior staff  
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 Using additional internal or external specialists 

 Adjusting the data collection methods 

 Setting up specific communication arrangements with the audited entity 

 Establishing specific quality control measures. 

 
Communication in the planning phase  

 

86. It is advisable to plan contacts with the audited entity and the relevant stakeholders 
throughout the audit process in order to keep them continuously informed of the audit progress.  
 
87. Practices regarding the communication may vary. Some SAIs prefer to give the audited 
entity – especially senior management – detailed information on the pre-study, since their early 
involvement can contribute to reassuring the audited entities and the government institutions 
concerned. Other SAIs do not provide detailed information at this stage and prefer to provide such 
information after the audit proposal has been approved. Even without providing detailed information, 
it is generally good practice to provide the audited entity with information on the assumptions and 
reasons behind the decision to carry out a pre-study. Preliminary discussions with the audited entity 
are vital to inform them about the pre-study, what a possible audit could be about and why it may be 
undertaken.  

 
88. Discussions with managers and staff at the audited entity are important to gain basic 
knowledge of the audit area and its functions and conditions. It is also important to seek knowledge 
from other stakeholders, e.g. clients, researchers, evaluators, scientists, and other experts; but it is 
desirable to inform the audited entity involved about this. In addition (but to some extent depending 
on the subject matter), it is important to have discussions with the internal auditors and take 
advantage of their experiences. 

 
89. In addition to meetings and discussions with the audited entities, several methods can 
be used to support the communication process in the planning phase: 

 Send a letter directly to the head of the audited entity or entities. This will ensure the proper 

presentation of the audit to the senior management at the audited entity. A template can be 

made to ensure that the information is presented in the same way for all audits. 

 Make a leaflet presenting an outline of the audit process. This will facilitate the understanding 

of what performance audit is all about and what the audit process will include. It can be 

placed on the SAI’s website for a general introduction to performance audit. 

The following topics may serve as examples for discussion during the pre-study: 

 whether the audit is requested by others, e.g. the legislature, or is at the initiative 
of the SAI itself; 

 whether the audit is addressing a general risk, involves a strategic assessment or 
whether it relates to economy, efficiency or effectiveness issues, and if so on what 
grounds; 

 the purpose and the objectives of the pre study; 

 the audit design; 

 the audit criteria;   

 the kind of information the SAI may need to get from the audited entity at this 
stage in order to build up knowledge, test potential designs, etc. 
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 Establish contact persons at the audited entities to enable the auditor to have direct contact 

with the auditees and make the audit process run smoothly. Nevertheless, it is important to 

keep senior management on both sides informed on important matters. 

 

90. It is the responsibility of the auditor to try to foster a proper dialogue and 
communication. However, if a disagreement occurs, it is important to handle it in a professional and 
fair manner - listen carefully, focus on facts, be objective and keep one’s integrity.   
 
 

 
CONDUCTING  
 

 

 

91. This section contains conducting requirements and guidelines for performance audits. 
The purpose of these requirements is to establish the overall approach for the auditor to apply, when 
conducting the performance audit. The conducting requirements relate firstly to obtaining sufficient 
and appropriate evidence and secondly to using this evidence to answer the audit objective and 
audit questions. 
 

 
Evidence   
 

Requirement 
 

92. The auditor shall obtain sufficient and appropriate audit evidence in order to 
establish findings, reach conclusions in response to the audit objective(s) and questions and 
issue recommendations when appropriate ( 
 
 

Good practice 
 
93. The auditor has to start by gathering the evidence needed to answer the audit 
objective(s) and questions. The decisions on how to proceed with the gathering process will 
generally be made when the audit is designed (see Planning above). Depending on how detailed 
the general audit plan is, it can be necessary at the beginning of conducting the audit to elaborate 
further on where and how to collect the evidence needed. It can be helpful to prepare detailed audit 
plans, if this has not been done in the planning phase. 
94. When the audit evidence is obtained, the auditor has to assess whether the evidence 
is sufficient and appropriate. Based on this assessment the auditor has to decide if more or different 
evidence is needed.  
 
How to obtain sufficient, appropriate evidence  

Planning Conducting Reporting Follow-up
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95. In the conducting phase, the auditor has to continue identifying potential sources of 
information that could be used as evidence. Not all situations can be foreseen during the planning 
phase, and therefore the auditor, as he or she becomes more knowledgeable during the audit, may 
have to adjust the methods and the need for data. However, the aim of the planning phase is to 
properly and thoroughly plan in order to be able to apply the methods and collect the data described 
in the planning documents during the conducting phase. It is therefore advised that the auditor avoids 
material changes in the audit design at this stage. If this cannot be avoided, the management (and 
the audited entity) needs to be informed.  The auditor also has to evaluate whether the lack of 
sufficient and appropriate evidence is due to internal control deficiencies or other programme 
weaknesses, and whether the lack of sufficient, appropriate evidence could be the basis for audit 
findings. 
 
96. In performance audits evidence is rarely conclusive (yes/no or right/wrong). More 
typically, performance audit evidence is persuasive (‘points towards the conclusion that…’). When 
working in areas where evidence is persuasive rather than conclusive, it can be useful to have 
discussions in the planning phase or in the beginning of the conducting phase with the experts in the 
field about the nature of the evidence to be obtained and the way in which it will be analysed and 
interpreted by the auditor. This approach reduces the risk of misunderstanding the evidence and 
may speed up the process. It is also important that the auditor seek information from different 
sources, since organisations, individuals in an organisation, experts, and interested parties have 
different perspectives and arguments to put forward. 
 
Assessing whether the evidence is sufficient and appropriate 

 

97. The concept of sufficient, appropriate evidence is integral to an audit. In assessing 
evidence, the auditor has to evaluate whether the evidence taken as a whole is sufficient and 
appropriate for addressing the audit objectives and supporting findings and conclusions. Audit 
objectives may vary widely, as may the level of work necessary to assess the sufficiency and 
appropriateness of evidence to address the objectives. For example, in establishing the 
appropriateness of evidence, the auditor may test its reliability by obtaining corroborating evidence. 
The concepts of risk and significance assist the auditor in assessing the audit evidence (see also 
Audit risk and Materiality in ISSAI 3100). 
 

Appropriateness 

Is a measure of the quality of the evidence that encompasses the relevance, validity, and 
reliability of evidence used for addressing the audit objectives and supporting findings 
and conclusions. 

 Relevance 

o refers to the extent to which the evidence has a logical relationship 
with, and importance to, the issue being addressed 

 Validity 

o refers to the extent to which the evidence is a meaningful or 
reasonable basis for measuring what is being evaluated. In other 
words, validity refers to the extent to which the evidence represents 
what it is purported to represent  

 Reliability 

o refers to the extent to which the audit evidence is supported by 
corroborating data from a range of sources, or produces the same 
audit findings when tested repeatedly.  

 Sufficiency 

o is a measure of the quantity of evidence used for addressing the audit 
objectives and supporting the audit findings and conclusions. 
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98. As mentioned above there are different types and sources of evidence that the auditor 
may use. Each type of evidence has its own strengths and weaknesses. The following contrasts are 
useful in assessing the appropriateness of evidence: 
 

 Evidence obtained when internal control is effective is more reliable than evidence 
obtained when internal control is weak or non-existent.  

 Evidence obtained through the auditor’s direct observation, computation, and inspection 
is more reliable than evidence obtained indirectly.  

 Examination of original documents is more reliable than examination of copies. 

 Testimonial evidence obtained under conditions in which persons may speak freely is 
more reliable than evidence obtained under circumstances in which persons may be 
intimidated. 

 Evidence obtained from a knowledgeable, credible, and unbiased third party is more 
reliable than evidence obtained from management of the audited entity or others who 
have direct interest in the audited entity. 

 Documentary evidence is considered to be more reliable than oral evidence. 

 Testimonial evidence that is corroborated in writing is more reliable than oral evidence 
alone. 

 
99. The following presumptions are useful in assessing the sufficiency of evidence: 

 The greater the audit risk, the greater the quantity and quality of evidence required. 

 Stronger evidence may allow less evidence to be used. 

 Having a large volume of audit evidence does not compensate for a lack of relevance, 
validity, or reliability. 

 Less evidence may allow for a less precise or less detailed finding. 
 
100. The auditor must determine the overall sufficiency and appropriateness of evidence to 
provide a reasonable basis for the findings and conclusions, within the context of the audit objectives. 
Professional judgment assists the auditor in determining the sufficiency and appropriateness of 
evidence as a whole (see also Professional judgment and scepticism in ISSAI 3100). Interpreting, 
summarizing, or analysing evidence is typically used in the process of determining the sufficiency 
and appropriateness of evidence and in reporting the results of the audit work. When appropriate, 
auditors may use statistical methods to analyse and interpret evidence to assess its sufficiency. 
 
101. Sufficiency and appropriateness of evidence are relative concepts, which may be 
thought of in terms of a continuum rather than as absolutes. Sufficiency and appropriateness are 
evaluated in the context of the related findings and conclusions. For example, even though the 
auditor may have some uncertainties about the sufficiency or appropriateness of some of the 
evidence, the auditor may nonetheless determine that in total there is sufficient and appropriate 
evidence to support the findings and conclusions. 

 

Sufficient and appropriate evidence 

 Evidence is sufficient and appropriate when it provides a reasonable basis for 

supporting the findings or conclusions within the context of the audit 

objectives. 

 Evidence is not sufficient or not appropriate when  

o using the evidence carries an unacceptably high risk that it could lead the 

auditor to reach an incorrect or improper conclusion,  

o the evidence has significant limitations, given the audit objectives and 

intended use of the evidence, or  

o the evidence does not provide an adequate basis for addressing the audit 

objectives or supporting the findings and conclusions. Auditors may not use 

such evidence as support for findings and conclusions. 
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Findings and conclusions 
 

Requirement 

 

102. The auditor shall analyze the collected information and ensure that the audit 
findings are put in perspective and respond to the audit objective(s) and questions; 
reformulating the audit objective(s) and questions as needed (ISSAI 3000/120). 
 

Good practice 
 
103. 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. The whole process is closely linked to that of drafting the audit report. Reporting can 
be seen as an essential part of the analytical process that culminates in answers to the audit 
questions (see Reporting below). 
 
104. The analytical steps to reach audit conclusions can be illustrated in this way: 
 

 
 
105. Step 1 is setting the audit criteria, which is done in the planning phase. Step 2 is the 
gathering of evidence and assessing whether these are sufficient and appropriate. (See section on 
Evidence above.)  
 
106. Step 3 is where the auditor uses the evidence to answer the audit questions. When 
criteria are compared with what actually exists, audit findings are generated.  

 
107. Once the auditor has identified a deviation between ‘what should be’ and ‘what is’, he 
or she is advised to, where possible, determine why the deviation (cause) occurred and what the 
consequences (effects) of this are. This is done in step 4. 

 
108. In step 5, the auditor will reach a conclusion based on the findings. Formulating 
conclusions may require a significant measure of the auditor´s professional judgment and 
interpretation in order to answer the audit questions. It is necessary to consider the context and all 
relevant arguments, and different perspectives before conclusions can be drawn. The involvement 
of the SAI’s senior management is recommended (see Quality control and assurance in 3100).  
 
Reaching audit findings  
 
109. Audit findings are the specific pieces of evidence gathered and analysed by the auditor 
to satisfy the audit objective(s), in order to answer the audit questions and verify the stated 

• 1. Audit criteria - 'what should be'

• 2. Audit evidence - 'what is'

• 3. Audit findings - 'what is' compared with 'what should be'

• 4. Determine the causes and effects of the finding

• 5. Develop audit conclusions
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hypotheses (see the example of an audit design matrix under Planning above). Audit findings 
normally contains the following elements: criteria (‘what should be’), condition (‘what is’), effect (‘what 
are the consequences’), and causes (‘why is there a deviation from criteria’). 
 
110. Meeting or exceeding the criteria may indicate a “good practice” leading to good 
performance. Failing to meet criteria would indicate that improvements are needed. It is however 
unrealistic to expect that the audited entity’s performance regarding economy, efficiency, and 
effectiveness will always meet the criteria. It is important to appreciate that satisfactory performance 
does not mean perfect performance, but is based on what a reasonable person would expect, taking 
into account the audited entity circumstances. 

 
111. Most audits involve some type of analysis in order to understand or explain what has 
been observed. A wide range of models or methods of analysis are used depending on the objective 
of the audit This could be done in the form of more detailed statistical analysis, discussing the 
findings between the auditors, systematic analysis of interviews or other evidence, studies of 
documentation and working papers. The analysis may sometimes also require comparisons of 
findings between for instance:  

 elements that work well and those that work less well, and   

 the audited area and a similar audit area in another country. 
 
112. When analysing collected information to reach findings and later conclusions, it is 
recommended to focus on the audit question and objective(s). This will help to organise data and 
also provide the focus for analysis.  
 
Determining cause and effect 
 
113. While it is important to seek explanations for deviations from criteria, causes must be 
presented with caution. They have to be supported by evidence. Where possible, the auditor has to 
assess causes that are stated by the auditee and make a judgment as to whether they are relevant 
or not.  
 
114. The auditor may have to identify possible effects of the criteria not being met. If 
possible, in identifying the effects, the actual situation must be compared with the ideal situation 
where the criteria would have been met. To a certain extent these possible effects would have been 
considered at an earlier stage as a motivation for carrying out the audit of this particular problem. 

 
115. The effects could be noted either as what has already occurred or as likely future 
impact based on logical reasoning. The nature of the findings determines whether the auditors can 
present actual or potential effects. Actual effects from past or current conditions help to demonstrate 
the consequences and generally provide evidence that corrective action is needed. Potential effects 
are generally described as the logical consequences that could follow should the condition not meet 
criterion. Potential effects are to some degree speculative, so the auditor has to use them with care, 
especially in the absence of any related evidence or observed past effects. 

 
116. Cause and effect will have to be carefully scrutinized by doing a full critique of the data 
and ensuring that other exogenous (external) factors have been allowed for in the data. It may be 
necessary to use enhanced analytical techniques in order to answer questions on cause and effect. 
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It is important to understand the nature of any relationships that may exist. It is not always the 

case, for example, that poor funding causes worse conditions. It might be due to the poor quality 

of care that funding was reduced for a particular organisation. When scrutinizing data the auditor 

has to remember there are many reasons for relationships to exist: 

 There may be a direct cause-and-effect relationship. For instance, if a university has 

a set intake each year, and increases its intake of part-time students, then it must 

reduce its full-time intake. 

 There may be a reverse cause-and-effect relationship. For example, bad exam results 

could be due to poor attendance but, equally, poor attendance could be due to bad 

exam results. 

 The relationship may be a coincidence. For example, there may be a relationship 

between the quality of health care in a local authority and their exam results, but it is 

hard to say that one causes the other. 

 There may be a confounding effect. For example, the relationship between quality of 

health care and exam results could be due to effective use of resources within the 

local authority, which may not have been considered as part of the fieldwork. 
 

 
 

 

Developing conclusions after considering the findings 

 

117. Once the auditor has established the findings, determined why the criteria are not being 
met (causes), and possible consequences (effects), the auditor has to draw conclusions. 
Conclusions are statements inferred by the auditor from those findings. Since performance audits 
point out deficiencies in economy, efficiency and/or effectiveness, the conclusions have to specify 
the reasons behind the lack of economy, efficiency or effectiveness. 
 
118. Audit conclusions clarify and add meaning to specific findings in the report. It is not 
always easy to make a clear distinction between the findings and the conclusions. One reason for 
this is that conclusions are based on findings and can include summaries of the findings. However, 
conclusions present the auditor´s opinion and go beyond merely restating the findings. Whereas the 
audit findings are identified by comparing ‘what should be’ with ‘what is’, the conclusions reflect the 
auditor’s explanations and views based on these findings. Conclusions might include identifying a 
general topic or a certain pattern in the findings. An underlying problem that explains the findings 
may also be identified. 

 
119. The conclusions must flow logically from the findings, their causes and their effects. All 
analytical steps taken beyond the findings will have to be clearly explained and justified. 

 
120. The analysis of data consists in combining results from different types of sources. 
There is no general method for doing this. In a properly conducted performance audit, the arguments 
put forward are balanced against the best possible counter arguments, and the various contrasting 
views are weighed against each other. The conclusions have to be based on the objective(s) criteria, 
evidence and findings. 

 
121. The analysis undertaken must be rigorous and objective, using appropriate methods 
and sound evaluative criteria. Evidence has to be triangulated and conclusions drawn from the 
evidence on the basis of considered and balanced judgment. Triangulation of evidence means 
forming findings and conclusions that are supported by different types of evidence from more than 
one source. In pulling together the conclusions, the auditor has to regularly test them against the 
evidence base. Such conclusions are likely to be more reliable that those based upon only one 
source of evidence. 
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122. In the process of developing conclusions it can be necessary for the auditor to adjust 
or tweak the audit questions and on rare occasions even the audit objective (s). Slight adjustments 
can be needed when it during the analysis becomes clear that it will not be possible to precisely 
answer the posed questions with the obtained evidence and findings. The auditor may also realize 
that some of the audit questions need to be adjusted as he or she gains more knowledge about the 
subject matter. If adjustments are needed they have to be discussed and communicated both 
internally and to the audited entity. 
 
123. It is important for the auditor to be goal-oriented and to work systematically and with 
due care and objectivity. It is vital that the auditor adopts a critical approach and maintains an 
objective distance to the information put forward. At the same time, the auditor must be receptive to 
views and arguments. The auditor must be able to see things from different perspectives and 
maintain an open and objective attitude to various views and arguments. If the auditor is not 
receptive, the auditor may miss the best arguments. This also underscores the importance of making 
rational assessments, in that the auditor discounts his or her own personal preferences and those of 
others. It is therefore important for the auditor’s involvement to be expressed in a process of reflection 
and objective analysis rather than in a conviction that certain standpoints are correct (See 
Professional judgment and scepticism in ISSAI 3100). 
 
Managing audit risk in the conducting phase 

 

124. It is important to monitor audit risk and the planned mitigation strategies throughout the 
audit, and make adjustments as needed to changing circumstances.  
 
125. Good planning will enable the auditor to manage audit risk when conducting the audit, 
as the auditor will have planned for eventualities and different scenarios. For example, if the planned 
data collection procedures do not allow the team to collect sufficient evidence, the auditor needs to 
develop an alternative plan for adjusting these procedures. Also, the auditor always needs to 
consider whether the audit risks have changed in a way that can lead to inappropriate conclusions, 
unbalanced information or not adding value. Proper quality control procedures and supervision are 
important in this regard. 
 
Documentation during the conducting phase 

 

126. The auditor shall document the audit in a sufficiently complete and detailed manner 
according to ISSAI 3000/90. Preparing audit documentation on a timely basis helps to enhance the 
quality of the audit and facilitates the effective review and evaluation of the audit evidence obtained 
and conclusions reached before the report is finalized. Because it is difficult to reconstruct and recall 
specific activities related to gathering audit evidence weeks after the work was actually performed, 
work needs to be documented as the audit team completes it in order to reduce risk of inaccurate 
audit documentation, improve audit quality, and improve engagement efficiency.  
 
127. The nature and extent of audit documentation for a particular audit are largely a matter 
of professional judgment, based on the unique circumstances of each audit. However, an auditor will 
typically be expected to document the following: 

 the objective (s), scope, and methodology of the audit; and 

 the work performed and evidence obtained to support significant judgments and 
conclusions. 

 

Discussing the preliminary findings and conclusion – internally and externally 

 

128. As the work continues, the draft report gradually takes shape. The notes and 
observations are put into a structured order, and as internal and external discussions progress, text 
is drafted, assessed and rewritten; details are checked and conclusions are discussed. 
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Communication is essential in the analytical process because the auditor has to consider the context 
and all relevant arguments, and different perspectives before conclusions can be drawn. For this 
reason, the auditor needs to maintain an effective and proper communication with the audited entity 
and relevant stakeholders. 
 
129. Internal discussions with senior auditors and experienced colleagues can help the 
auditor in the analytical process – in weighing findings and assessing preliminary findings and 
conclusions. 

 
130. Externally there is a need for exchange of information to discuss major issues that have 
emerged during the course of the audit. In this phase, it is necessary to ensure that the factual basis 
of descriptions is accurate and fair and that the analyses are comprehensive and address the cause 
of identified problems. Various arguments need to be represented and findings put in perspective. 
Meetings with the auditee may serve to confirm facts with the audited entities and to promote the 
development of audit findings and recommendations. 

 
131. A good practice is having meetings with senior managers or other government officials. 
Another is to carry out focus group meetings, in which various stakeholders and experts are invited 
to discuss preliminary findings, conclusions and recommendations. Being able to discuss various 
issues when all vital stakeholders are present will add value to the audit (See Communication in 
ISSAI 3100). 

 
 

REPORTING  
 

 
 
 
132. This section contains reporting requirements and guidelines for performance audits. 
The purpose of reporting requirements is to establish the overall approach for the auditor to apply in 
communicating the results of the performance audit. The reporting requirements for performance 
audits relate to the form of the report, the report contents, and report issuance and distribution. 
 
133. The purposes of audit reports are to (1) communicate the results of audits to the 
intended user(s); (2) make the results less susceptible to misunderstanding; (3) make the results 
available to the public in order to create transparency, unless specifically limited; and (4) facilitate 
follow-up to determine whether appropriate corrective actions have been taken. 
 

Content of the report 
 

Requirements 
 

134. The auditor shall provide audit reports, which are a) comprehensive, b) 
convincing, c) timely, d) reader friendly, and e) balanced. 

Planning Conducting Reporting Follow up
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135. The auditor shall identify the criteria and the source of the criteria in the report. 
 
136. The auditor shall ensure that the findings clearly conclude against the audit 
objective(s) or questions, or explain why this was not possible. 
 

Good practice 
 
137. Performance audit reports aim to contribute to better knowledge and highlight 
improvements needed. In a performance audit, the auditor reports on the economy and efficiency 
with which resources are acquired and used, and the effectiveness with which objectives are met. 
Such reports may vary considerably in scope and nature, for example covering 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.  
 
138. When writing the audit report it is vital that both the audit team, supervisors and quality 
control reviewers critically consider the conclusions in relation to the findings, evidence, data 
material, and criteria. Findings must be substantiated and conclusions must be supported by solid 
evidence. Recommendations, if provided, must be linked to the conclusions. Proper procedures for 
clearance and fact validation with the audited entity will also be important. 
 
Writing comprehensive reports 

 

139. It is important that the report promotes an adequate and correct understanding of the 
matters and conditions described. To write a comprehensive report, the auditor will typically include 
a description of the audit objective(s) and the scope and methodology used for addressing the audit 
objective(s) and audit questions. Readers need this information to understand the purpose of the 
audit, the nature and extent of the audit work performed, the context and perspective regarding what 
is reported.  
 
140. Readers also need to know if there are any significant limitations in audit objective(s), 
scope, methodology, or data gathered, so that they can reasonably interpret the findings, 
conclusions, and recommendations in the report without being misled.  

 
141. In the report, the auditor will typically identify significant assumptions made in 
conducting the audit, describe the methods and the criteria used, including their sources. The auditor 
has the ultimate responsibility to define and explain the criteria used in the audit report. (See Planning 
in this ISSAI for more information on criteria.)  

 
142. Auditors may provide background information to establish the context for the overall 
message and to help the reader understand the findings and significance of the issues discussed. 
Appropriate background information may include information on how programmes and operations 
work, the significance of programmes and operations, a description of the audited entity’s 
responsibilities, and explanation of terms. 
 

Writing convincing reports 

 

143. In a convincing and accurate report the audit findings and conclusions address the 
audit questions or objective(s) and are presented persuasively. The report has a logical flow with 
findings, conclusions and recommendations clearly linked to the subject matter and audit criteria. 
Furthermore, the conclusions and recommendations follows logically and analytically from the facts 
and arguments presented. An accurate report is fact-based, with clear statement of sources, 
methods and assumptions so that report users can judge how much weight to give the evidence and 
conclusions reported. The language and tone used is neutral, and the information presented is 
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sufficient to convince the readers as to the validity of the findings, the reasonableness of the 
conclusions, and the benefit of implementing the recommendations. Different perspectives, opinions 
and arguments are presented.  
 
144. One way to help audit organisations prepare accurate audit reports is to use an 
engagement quality control reviewer, i.e. an experienced auditor who is independent of the audit 
checks that statements of facts, figures, and dates are correctly reported, that the findings are 
adequately supported by the evidence in the audit documentation, and that the conclusions and 
recommendations flow logically from the evidence. 
 
Writing timely reports 

 

145. The report has to provide accessible, concise and up-to-date information, which the 
government, the legislature, and government entities can use for improvements. To be of maximum 
use, the auditor's goal is to provide relevant evidence in time to respond to legitimate needs of the 
intended users. Likewise, the evidence provided in the report is more helpful if it relates to current 
issues. Therefore, the timely issuance of the report is important.  
 
146. During the audit, the auditor may provide interim reports of significant matters to the 
auditee, if allowed by the SAI’s mandate. Such communication alerts officials to matters needing 
immediate attention and allows them to take corrective action before the final report is completed. 
(See ISSAI 3100 Communication.)  
 
Writing balanced reports  

 

147. The work underpinning performance audit reporting must be fair and support the overall 
findings, conclusions and recommendations. In preparing a balanced and constructive report it is 
useful to:  

 Present findings objectively and fairly. Present and interpret facts in neutral terms, 
avoiding biased information or language that can generate defensiveness and 
opposition. 

 

 Present different perspectives and viewpoints. Where different interpretations of the 
evidence can legitimately be made, these need to be presented to ensure fairness and 
balance. By following the underlying arguments, the reader will better be able to 
understand the final conclusions and recommendations.  

 

 Be complete. A complete report includes both good and bad points and gives credit 
where it is due. Inclusion of positive aspects may lead to improved performance by other 
government organisations that read the report. It is important that the report contains all 
information and arguments needed to satisfy the audit objective(s), and promote an 
adequate and correct understanding of matters and conditions reported. Facts must not 
be suppressed, and minor shortcomings not exaggerated. Explanations, especially from 
the auditee, must always be sought and critically evaluated.  

 

Writing reader-friendly reports 

 

148. To effectively add value and promote the better use of resources, it is important that 
performance audit reports are clear, concise, logical, and focused on the topic area. Reports are 
likely to have the greatest impact on a wide audience when they are reader-friendly.  
 
Meeting the audience’s needs  
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149. A key success factor for reader-friendly reporting is to determine the audience and 
understand its needs. The primary audience for performance audit reporting is the legislature and 
government agencies. However, there are also other stakeholders such as citizens, academia, the 
private sector and the media who all can have an interest, but possibly a different focus, in the 
outcome of a performance audit.  
 
An effective report structure  
 
150. At the outset of writing an audit report it is important that a draft structure is determined 
to facilitate the organisation and flow of the text. An effective structure enables the report to grab the 
reader’s attention, convey the purposes of the audit, communicate complex issues, and provide clear 
interpretation of the results. Using a "Dinner Party" approach can help the auditor in making a reader-
friendly report structure. The Dinner Party refers to a real dinner party situation where there is only 
a short amount of time to hold fellow guests’ attention. The Dinner Party meeting takes place after 
data collection and analysis and the aim is to produce crisp, interesting report conclusions that can 
each be stated in 10-15 seconds, and to build up more levels of detail from that basis. 
 

 

Clear writing 

 

151. A reader-friendly report must be clear. In order to improve clarity:  

 avoid jargon. When technical, scholarly or foreign terms and abbreviations are required 
they must be explained. It is helpful to the reader if explanations are provided in a 
glossary or easy-to-find footnotes; 

 avoid ambiguity;  

 use the same term consistently for a specific thought or object; 

 use active rather than passive voice; 

 be concise. Use short sections, paragraphs and sentences; 

 use examples that demonstrate audit findings and conclusions; 

 use visuals to direct attention to main points. Use lists, tables, diagrams, maps and other 
illustrations to present complex and large amounts of data. These can often convey a 
message more effectively than text. However, keep tables and graphs simple. Make 
sure they illustrate one idea only and that the reader will be able to understand that idea 
immediately. 

 

 

Recommendations 
 
Requirement 

Tips to design the report for easy reading  

 Ensure the content of the report flows from the audit objective(s) and the reader is 
provided with sufficient information to understand the topic.  

 Break up the text with the use of headings.  

 Be clear on the main point of each section and paragraph and how it relates to the 
broader audit topic;  

 Design your report for easy reading, making it appear ordered and uncluttered.  

 Avoid the excessive use of cross-referencing and acronyms. 
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152. The auditor shall provide constructive recommendations that are likely to 
contribute significantly to addressing the weaknesses or problems identified by the audit, 
whenever relevant and allowed by the SAI’s mandate. 
 
 

Good practice 
 
153. Recommendations, where provided, aim to promote improvements to service delivery 
and improved governance, as well as help to identify financial savings and efficiencies. The auditor 
may recommend actions to correct deficiencies and other findings identified during the audit and to 
improve programmes and operations when the potential for improvement is substantiated by the 
reported findings and conclusions. 
 
154. In order to be constructive, recommendations will typically:  

 be well-founded, practical and add value;  

 flow logically from the findings and conclusions; 

 be directed at resolving the cause of identified weaknesses or problems; 

 be phrased in such a way that avoids truisms or simply invert the audit conclusions; 

 neither be too general nor too detailed. Recommendations that are general will 
typically risk not adding value, while recommendations that are too detailed would 
restrict the freedom of the audited entity; 

 clearly state the actions recommended and who is responsible for taking the actions; 

 be addressed to the entities having responsibility and competence for implementing 
them.  

 
155. This means that recommendations, depending on the audit objective(s) and the 
findings, may be addressed to ministries, agencies, local governments or state owned companies. 
For recommendations to be practical it is important that they are realistic. In other words, that it will 
be possible to implement them with existing resources.  
 
156. It may be relevant to present the arguments for and against various alternative 
proposals. By following the underlying arguments, the reader will be better able to understand the 
final recommendations.  

 

Questions to consider when developing recommendations 

 What needs to be done and why? 

 Where does it need to be done? 

 Who is responsible for doing it? 

 Will the proposed actions remedy the problems observed?  

 Could the proposed actions have any negative effects? 
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157. Effective recommendations encourage improvements in the conduct of government 
programmes and operations. Recommendations are effective when they are addressed to parties 
that have the authority to act and when the recommended actions are specific, practical, cost 
effective, and measurable. 

 
 

Communicating with the auditee 
 

Requirements 
 
158. The auditor shall give the audited entity the opportunity to comment on the audit 
findings, conclusions and recommendations before the SAI issues its audit report. 
 
159. The auditor shall record the examination of the audited entity’s comments in 
working papers, including the reasons for making changes to the report or for rejecting 
comments received. 
 

Good practice 
 
160. Giving the audit entity the opportunity to comment on the audit findings, conclusions 
and recommendations before publishing the report, helps to ensure that the factual basis of 
descriptions in the report is accurate and fair and that the analyses are comprehensive and address 
the cause of identified problems. Various arguments need to be represented and findings put in 
perspective. Recommendations must be well founded and add value. All of these issues need to be 
communicated to the responsible authorities concerned by the audit. 
 
161. Providing a draft report with findings for review and comment by responsible parties 
helps the auditor develop a report that is fair, complete, and objective. Including the views of 
responsible parties results in a report that presents not only the auditor’s findings, conclusions, and 
recommendations, but also the perspectives of the audited entities and the corrective actions they 
plan to take. Obtaining the comments in writing is advisable.   

 
162. Usually the SAI determines the amount of time given to the audited entity for providing 
feedback, but care must be taken to ensure that sufficient time is given for feedback. 
 
Dealing with the comments received 

 

163. All comments received need to be carefully considered. Where responses provide new 
information, the auditor needs to assess this and be willing to modify the draft report. All 
disagreements must be analysed in order for the final report to be balanced and fair.  
 

Tips to generate recommendations 

 Think about potential recommendations early on in the audit process. Teams are 

often expected to present the scope of potential recommendations at an early 

stage.  

 Write the recommendations in a way that allows auditors to evaluate whether or 

not they have been implemented. 

 Build on good examples from past reports – do not reinvent the wheel. 

 Where possible, work with the auditee to identify the necessary changes and 

ways of implementing them. 
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164. When the responsible parties’ comments are insufficient to address the findings, 
inconsistent or in conflict with the findings, conclusions, or recommendations in the draft report, the 
auditor is advised to evaluate the validity of the audited entity’s comments. If the auditor disagrees 
with the comments, it is good practice to explain in the report their reasons for disagreement. 
Conversely, the auditor is advised to modify the report as necessary if they find the comments valid 
and supported with sufficient, appropriate evidence. 

 
165. The responses need to be documented. It will be helpful to record in working papers 
the examination of the feedback received so that any changes to the draft audit report, or reasons 
for not making changes, are documented.  

 
166. At the end of the process it is advisable to keep the auditee(s) informed on the 
procedures and timetable for the publication of the final report. 
 

Referring the draft report to third parties 

 

167. In order to ensure that the audit report is fair and balanced, it is a good practice to refer 
them to third parties concerned by the audit as well as the audited entity. Third parties concerned by 
the report, that is all individuals and organisations referred to in the report, may be given the 
opportunity to comment on what is said about them and their actions or views. While the third parties 
may be provided the whole draft for comments, the auditor needs to decide how much of a stake 
third parties have in the subject matter. In some circumstances, auditors may choose to send third 
parties the whole report or major sections of it, but often it will be appropriate only to send them 
extracts.  
 
 

Distribution of the report 
 
Requirement 
 

168. The SAI shall make its audit reports widely accessible. 
 

Good practice 
 
Distributing reports to responsible parties, stakeholders and the public 

 

169. It is recommended that SAIs decide about the method of distribution in conformity with 
their respective mandates. Each performance audit will normally be published in a separate report, 
either in print or online or both. The reports must be distributed to the legislature and the responsible 
parties. It is common practice to make the report accessible to the general public directly and through 
media and to other interested stakeholders, unless prohibited by legislation or regulations. It is an 
advantage if the reports are available for public discussion and criticism.  
 
170. The auditor is advised to use a form of the audit report that is appropriate for the 
intended users and is in writing or in some other retrievable form. For example, the auditor may 
present audit reports using electronic media that are retrievable by all intended users.  

 

Results may be presented in different ways 

 

171. In order to make the report widely accessible, the auditor may develop different 
material to present in the report. The users’ needs will influence the form of the products and may 
include summaries, press releases or other presentation materials. Each product needs to be written 
in a style tailored to its specific audience in order to have the maximum impact. Preparing a 
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communication plan can provide a structured way of thinking about how to effectively reach different 
audiences and provide timely input to the decision making process.  
 
172. In addition to the published report (on paper or online), the auditor may consider 
generating additional products to disseminate the findings in the main report more widely:  

 It is recommended that one provides the media with adequate and well-balanced 

information, for instance in the form of press releases. This may reduce the risk of the 

media misunderstanding or exaggerating findings.  

 Individual feedback reports may be issued to survey respondents to show how they are 

performing compared to the sector benchmarks, and to spread good practice.  

 Auditors generating detailed data analysis may publish additional technical annexes on 

the web.  

 Other reports on the subject matter by consultants or academics may be placed in full 

on the web to give greater backing to the summary provided in the main report. 

However, it is appropriate that this only happens where it is felt these reports add 

substantial value and do not in any way conflict with the findings and the conclusions of 

the audit report. 

 

173. Whatever means used to disseminate the message in the report, the auditor needs to 
make sure that the messages are consistent throughout. The auditor also needs to consider whether 
the products have been subject to sufficient quality control. 
 
174. In addition to written material, auditors may use a range of means to increase the 
influence of the audits by helping organisations to improve their performance, and by spreading good 
practices and lessons learned across the public sector. To do this, the auditor can use a variety of 
methods, such as workshops with the audited entity to help stimulate and embed beneficial change 
and holding conferences as an effective way to reach practitioners and promote discussion on 
important issues. 

 
 
FOLLOW-UP  
 

 
 
 
175. The publication of the report is not the end of the auditing process. Beyond publication 
there is follow-up on the impact of the audit. The aim of audit reports is to influence the way in which 
services are designed and provided to citizens, and recommendations are given to help deliver 
improvements in the economy, efficiency and effectiveness of these services. This section contains 
follow-up requirements and provides advice on how to do follow-up of performance audit reports.  
   

Planning Conducting Reporting Follow-up
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Requirements 
 

176. The auditor shall follow up, as appropriate, on previous audit findings and 
recommendations and the SAI shall report to the legislature, if possible, on the conclusions 
and impacts of all relevant corrective actions. 
 
177. The auditor shall focus the follow-up on whether the audited entity has 
adequately addressed the problems and remedied the underlying situation after a reasonable 
period of time . 
 
 
 
 

Good practice  

 
Why follow-up 

 

178. Follow-up of the audit report is an important tool to strengthen the impact of the audit 
and improve future audit work and is therefore a valuable part of the audit process. A follow-up 
process will facilitate the effective implementation of report recommendations and provide feedback 
to the SAI, the legislature and the government on performance audit effectiveness. Following up on 
audit findings and recommendations may serve four main purposes:  

 identify the extent to which audited entities have implemented changes in response to 
audit findings and recommendations;  

 determine the impacts which can be attributed to the audits; 

 identify areas that would be useful to follow up in future work 

 evaluate the SAI’s performance. Follow-up provides a basis for assessing and 
evaluating SAI performance and may contribute to better knowledge and improved 
practices in the SAI. 

 
The focus of the follow-up 

 

179. Follow-up is typically done periodically as deemed appropriate by the SAI. The priority 
of follow-up tasks are usually assessed as part of the overall audit strategy of the SAI. Sufficient time 
needs to be allowed for the audited entity to implement appropriate action.  
 
180. When conducting follow-up of audit reports, the aim is to determine whether actions 
taken on findings and recommendations remedy the underlying conditions. This means that both 
positive and negative reactions regarding the audit and the audit report need to be examined by the 
auditors. It is therefore important to adopt an unbiased approach. 

 
181. The impact of the audit may be identified through the effect of corrective action taken 
by the responsible parties, or through the influence of the audit findings and conclusions over 
governance, accountability, the understanding of the problem addressed or the approach towards it. 

 
182. When conducting follow-up of an audit report, the auditor needs to concentrate on 
findings and recommendations that are still relevant at the time of the follow-up. Insufficient or 
unsatisfactory action by the audited entity may call for a further audit by the SAI. 

 
183. The results of the follow-up need to be reported appropriately in order to provide 
feedback to the legislature, if possible together with the conclusions and impacts of the corrective 
actions taken. Follow-ups may be reported individually or as a consolidated report. If several follow-
ups are reported together, it may include an analysis of different audits, possibly highlighting 
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common trends and themes across a number of reporting areas. Whatever the form, the follow-up 
reports must be balanced and findings presented objectively and fairly. 

 
How to do the follow-up 

 

184. Different methods may be used to follow-up on the findings and recommendations 
made. 

 Arrange a meeting with the responsible parties after a certain time has elapsed to find 
out what actions have been taken to improve performance and to check which 
recommendations have been implemented. 

 Request the responsible parties to inform the SAI in writing on what actions they have 
taken to address the problems presented in the audit report. 

 Stay updated on reactions from responsible parties, parliament and the media and 
analyse whether identified problems have been appropriately addressed or not. 

 Carry out a follow-up audit, resulting in a new performance audit report. 

 

 

185. What methods to use will depend on the priorities established by the SAI during the 
strategic and annual planning process for performance auditing. It is also influenced by the 
importance of the identified problems, the actions expected to be implemented, and the external 
interest for information on the actions taken. 
 
186. Whatever method used, the results from the follow-up need to be recorded. A good 
practice is to report deficiencies and improvements identified in the follow-up of audits to the 
responsible parties or the legislature. 
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1. Review of level 4 of ISSAI framework: 
 
In 2013, the PSC Steering Committee approved a PAS project aimed at reviewing level 4 

performance audit ISSAIs in the light of the new ISSAIs 100 and 300. The writing of new 
“Standards for performance auditing” (ISSAI 3000) and supplementary performance audit 
guidance (ISSAI 3100 and others) was envisaged in the Project. The development of these 
documents would observe the drafting conventions for auditing guidelines prepared by the ISSAI 
Harmonization Project Group. 

 
In the beginning of 2014, FAS, CAS and PAS, in consultation about the work of reviewing 

level 4 of the ISSAI framework, agreed that the Subcommittees would seek the adoption of a 
similar structure for level 4 and that they would demand additional time and work in order to 
organize standards and requirements. Furthermore, the Subcommittees worked on 
supplementary drafting conventions that established the structure to be followed in the level 4 
standards, clarifying the presentation of guidelines, requirements, explanations, concepts, 
rationale etc. During the 2014 PSC SC Meeting, FAS, PAS and CAS presented to the Steering 
Committee an amendment to the existing drafting conventions and the alteration was 
sanctioned. 

 
In view of all this, a second version of the PAS Project was submitted to the PSC SC in 2014 

and approved again. The second version mentioned not only ISSAIs 100 and 300 as the review 
basis, but also ISSAIs 3000 (endorsed in 2004) and 3100 (endorsed in 2010), as well as other 
sources identified during the execution of the Project. The timeline for the Project’s activities 
was also altered. 

 
 

2. New ISSAI 3000: 
 
PAS has been working on the new ISSAI 3000, “Standard for Performance Audit”, since the 

end of 2013. During the 7th PAS Meeting, in April of 2014, PAS members deliberated on the ISSAI 
3000 format and constituted another group (SAIs of Brazil, USA, Austria and India) to continue 
the work on the draft initiated by the group led by Canada.  

 
The last version of the ISSAI 3000 draft, sent to the PSC Secretariat on April 30 of 2015, 

results from a careful process of discussions and contributions within PAS. The draft has gone 
through three internal hearing processes. In the last hearing process, the draft was also 
presented to the PSC Steering Committee for comments, through a pre-exposure hearing 
procedure. 

 
This procedure was applied not only to ISSAI 3000, but also to ISSAI 3100 and 3200. It is 

important to register here that the pre-exposure hearing with the PSC Steering Committee 
members, an extraordinary measure, was held with the purpose of assisting PAS to produce 
high-quality ISSAIs and ensuring an easier and smooth approval of the exposure drafts at the 
PSC Steering Committee in Ottawa.  

 
At the 3rd hearing among PAS members and pre-exposure hearing among PSC Steering 

Committee members, PAS received 99 comments. 49,46% of them were partially or completely 



accepted. As a result, requirements and explanations were moved, combined or rewritten. 
45,45% of the comments were not accpected due to reasons that were explained in diposition 
tables made available to the PSC Secretariat. 

 
This ISSAI, which is expected to be approved during the XXII Incosai, in 2016, will be the 

International Standard for Performance Auditing. It will be the authoritative standard for this 
audit area, and should be considered in conjunction with ISSAI 100 and 300. ISSAI 3000 will 
provide the requirements for the practice of performance auditing followed by explanations in 
order to enhance the clarity and readability of the standard. 

 
3. New ISSAIs 3100 and 3200: 

 
During the 7th PAS Meeting, in April of 2014, PAS members decided about the work on new 

PA guidelines. Three new groups were formed in order to develop the following tasks: 

 Work on new concepts to be included in the future ISSAI 3100 (SAIs of Netherlands, 
and Norway); 

  Review of existing material to be included in the future ISSAI 3100 (SAIs of Canada 
and Hungary); 

 Work on the phases of the performance auditing process (planning, conducting, 
reporting and following-up), theme of the future ISSAI 3200 (SAIs of Sweden and 
Denmark). 

 
The drafts of ISSAI 3100 and ISSAI 3200 were also sent to the PSC Secretariat on April 30, 

2015, with the purpose of being submitted to the PSC Steering Committee during its meeting on 
May 27-29, in Ottawa. As with ISSAI 3000, both drafts went through a detailed and cautious 
process of internal approval within PAS. They were presented to PAS members in two hearing 
processes. In the last one, they were also submitted to PSC SC. 

 
Both ISSAI 3100, “Guidelines on central concepts for Performance Auditing”, and ISSAI 3200, 

“Guidelines for the performance auditing process”, present supporting guidelines for each 
requirement set out in ISSAI 3000.  These guidelines describe good practices with the purpose of 
helping the auditor to interpret the requirements in ISSAI 3000. ISSAI 3100 has two sections. The 
first one defines performance auditing and elaborates on the meaning of economy, efficiency 
and effectiveness. The second section deals with central concepts in performance auditing. ISSAI 
3200 has four different parts, each one covers a performance audit phase: planning, conducting, 
reporting and following-up on the audit results. 

 
4. 8th PAS Meeting:  

 
The meeting was held in New Delhi, India, on March 24 and 25, 2015. Twenty-four 

delegates, from sixteen PAS member institutions – fifteen SAIs and the European Court of 
Auditors – participated. In addition to these institutions, the Institute of Internal Auditors (IIA) 
and the Afrosai-e sent observers. 

 
The main purpose of the meeting was to discuss the drafts of the ISSAIs 3000, 3100 and 

3200. Thirty-six controversial points, identified during the hearing processes, were presented to 
the meeting participants for debate and deliberation. The decisions were made by consensus 
and just one issue was decided by voting. This point was the inclusion, in the ISSAI 3000, of more 
text on assurance from ISSAI 300. PAS members ended up deciding for the inclusion. 

 
 
 

 



5. PAS contribution to the 3i Program: 
 

As commented in the former PAS Progress Report, PAS has given support to the 3i 

Program since its beginning. Dagomar Lima e Maria Lúcia de Oliveira, auditors form the SAI of 

Brazil nominated by the PAS to this end, have been participating in 3i activities (preparation 

and facilitation of courses; development of iCAT and manuals; and adaptation of material). 

Both auditors were certified by the IDI and the PSC as Facilitators in ISSAI implementation. 

Besides the 2013 and 2014 activities informed in previous PAS progress reports, 
Dagomar Lima participated in the ASOSAI iCAT Review Workshop, in December of 2014. 

 
In 2014, Maria Lúcia Oliveira participated in different 3i Program activities. In 

summary, they were the following ones: 
 

 Design of an e-course on implementation of performance auditing and tutoring 
in this course’s editions in EUROSAI, AFROSAI-E and OLACEFS; 

 Facilitating of an ISSAI implementation workshop, in ASOSAI; 

 Adaptation of 3i materials for EUROSAI and OLACEFS; 

 CAROSAI and PASAI iCAT review workshops; and 

 Mentoring of the performance auditing modules in the e-course offered to 
OLACEFS auditors on the financial, compliance and performance auditing. 

   

 In 2015, in response to an IDI request addressed to PAS, the TCU Auditor Luciana 

Goulart was nominated to work in the 3i Program in ARABOSAI. She participated in the “3i 

product adaptation meeting” (March). In addition, she will participate in the “3i ISSAI 

Implementation Workshop” (June) and the “3i Workshop on Facilitating ISSAI Implementation 

& iCAT Review Workshop” (November). 

 
6. PAS Chairmanship: 

 
During the 8th PAS Meeting, in New Delhi, Dagomar Lima (TCU, the SAI of Brazil) announced 

that the TCU will leave the PAS chairmanship, after ten years in this position. Dagomar thanked 
PAS members for the support given to the Chair since 2005 and explained some of the reasons 
for stepping down. He referred to the TCU presidency’s viewpoint on this issue: after the 
approval of ISSAI 3000, 3100 and 3200, during the XXII Incosai, PAS will have finished an 
important process step and the Intosai standard-setting system will start a new phase, with a 
new structure and functioning. Thus, it seems a proper time for a renewal in the Subcommittee. 
 

On April 17, 2015, the TCU President, Minister Aroldo Cedraz, informed the Auditor General 
of Denmark, Ms. Lone Strøm, as well as the PSC Chair, Ms. Bettina Jakobsen, about the decision 
of stepping down from the PAS Chairmanship. On May 13, 2015, a letter from Minister Aroldo 
Cedraz was sent to all PAS Members informing them officially about this decision. 

 
 

7. Next PAS Meeting: 
 
The 9th PAS Meeting is planned for March 15-16, 2016. The host SAI, however, has not been 

defined yet. We expect that the next PAS Chair hosts the 9th Meeting. 
 




