Summary of Work – Performance Audit Subcommittee Meeting
(27-28 May, 2013 – Ottawa)


Attendance
The following members attended the two day meeting:

	Country
	Participants

	Austria
	Norbert Weinrichter

	Brazil
	Minister Ana Arraes; Carlos Alberto Sampaio; Dagomar Henriques Lima

	Canada
	Sharon Clark

	Denmark
	Lone Glahn; Inge Laustsen

	European Court of Auditors (Luxembourg)
	Jussi Bright; Neil Usher

	France
	Rémi Frentz

	Hungary (Observer)
	Ildikó Salamon

	India
	Annie Mathew

	Institute of Internal Auditors (Orlando)
	Terry Freeman

	Netherlands
	Frank P.G. van den Broek

	Norway
	Jan Roar Beckstrom

	Poland (Observer)
	Jolata Stawska; Piotr Prokopczyk

	Sweden
	Camilla Gjerde; Aleksandra Popovivc

	United Kingdom
	Keith Davis

	United States of America
	Anu K. Mittal

	INTOSAI Development Initiative (via videoconference from Oslo
	…



Review of PAS Work plan 2011-2013 (Day 1)
Carlos Alberto Sampaio presented the work plan and went through each proposed action and their progress. Some progress has been made on some elements of the work plan such as the creation of the PAS website, the development of guides on performance audits that are now available on the PAS website, the participation on the PSC Project for harmonization, and the organization of events such as the 5th PAS Meeting in Vienna and the participation in activities and seminars. Carlos Alberto took the opportunity to congratulate Tony Angleryd, Norbert Weinrichter and Gloria Merola for their good work on the Harmonization Project. 

It was mentioned by subcommittee members that it is a good idea to use the website as a central repository where people can find information, but it would be a good idea to sort and better organize the information available on the website (ex. Seminars to come vs. seminars already provided) to facilitate the access and consultation of the information. 

A discussion also occurred around the performance audit guides that were developed based on 3000. These guides did not go through the usual review process (due process, exposure to all INTOSAI members) and have not been officially approved by PSC and INCOSAI, but are available and are practical guides. The questions of visibility of the documents prepared, their access, and their translation were raised by subcommittee members. Rémi Frentz suggested ensuring that they are translated in INTOSAI languages to better disseminate them, while Frank van den Broek suggested looking at ways to better align all available information to ensure clear links are established between them (understanding how they fit all together) and to avoid having people being lost in all the documents available. 

Norbert Weinrichter explained that the subcommittee itself needs to have a strategic reflection about its overall mandate: being the INTOSAI body responsible for Performance Audits in all aspects (knowledge sharing, capacity building and standard setting) or “only”  a body responsible to develop standards. The mandate of the group actually includes not only to develop, but also to promote and disseminate the standards. If the objective is to share knowledge, then there is a need to put in place a strategy ensuring documents are approved, available, disseminated and used by the INTOSAI community and better collaboration with working groups in KSC should be established. It appears during the exchange between subcommittee members that the focus of the committee has changed since its creation (in 2005) and needs to be re-defined. Should this subcommittee be responsible for capacity building, since the performance audit practice is in development in many different countries? Should this subcommittee be responsible to disseminate the performance audit practice around the world or is it the responsibility of the Knowledge Sharing Committee? Should this subcommittee be only a subcommittee who writes standards? There are too many things to do at once and some decisions will need to be made due to the limited resources available on the subcommittee. Dagomar Lima would like this strategic discussion to happen during the Professional Standards Committee (PSC) meeting in June, especially when a new PAS work plan needs to be approved.

It was noted that no progress has been made on the possibility to share best practice reports on the website due to lack of consensus on how to implement it. Two challenges were identified in that regard: 1) the difficulty to assess and determine which report is considered as a best practice and which one is not; and 2) the language challenges, since reports would need to be translated into INTOSAI languages.

Exploration of Ideas on Knowledge Sharing (PAS Community of Practice) (Day 1)
Frank van den Broek presented one of the elements of the work plan: the knowledge sharing platform. The use of Moodle has just started with PAS members and Frank would like to encourage members using it to collaborate and share knowledge. The idea is to get a sense if the use of this tool will work or not on a small scale (limited to PAS members for now).

The Moodle platform is hosted in Brazil (TCU) and support from Brazil IT Services is needed when users experience problems. Dagomar Lima did a demonstration to show its main functions (i.e. access to meeting documents, discussion forums, to create subgroups to exchange on specific topics, the record of discussions and decision and its history, etc.).

Frank van den Broek also explained that Netherlands will host and launch another platform in June (Pleio) to be used on a larger scale by EUROSAI members. Pleio is a platform used for larger groups and require a moderator, which is more challenging.

PAS agrees with the proposal to experience in the coming period how both of these tools work in practice. Frank will make sure that all members get an invitation for Pleio.
Discussion about the Review of ISSAI Level 3 and Level 4 (Day 1 and 2)
Norbert Weinrichter presented an update of the Harmonization Project (HP) to inform subcommittee members and facilitate the decision making process. The timeline of what happened so far was presented, explaining that the Harmonization Project was focusing on the revision of Level 3 and was initiated and completed between 2010 and 2013.

a) As to the strategic background, it was explained that 
* the FAS and the PSC will face a change in chairs, which could drive many different changes and indirectly impact the work conducted by the PAS. There will be a discussion on the future work on standard setting including changes in process and structure at the PSC - Steering committee meeting in June. 
* Three lessons learned as an input for this were reflected by the H - project group for the future work of standard setting: the need for more political leadership; the need for a certain amount of professionalism (to ensure quality and credibility); and the need to use core INTOSAI representation to share practice. 
* It is generally the time where people negotiate projects proposals for the period up to the next INCOSAI, so the subcommittee needs to establish what it wants to do and accomplish.

b) The new development since the last meeting in Vienna mainly concerns the exposure comments received. These give a more detailed insight into performance audit practices across the world than the questionnaires sent out so far. As a result of HP, 1,400 comments were received on the package for ISSAI 100 – 400. 265 of those comments related directly to ISSAI 300, with about 130 comments focused on content rather than wording and style. Special notice should be given to some SAIs that do not participate in PAS but provided very detailed and high quality input (e.g. Belgium, Malta, etc.)

Norbert has made an analysis of the main direction of the comments received and has identified 4 types of comments: formal approach (e.g. PA should orient itself in IAASB framework, provide assurance statements; etc.); critical approach (e.g. PA is not really about 3Es, fairness of reports is a naïve concept); consistency approach (e.g. concepts like findings and conclusions need to be better defined); and pragmatic approach (e.g. do not be too specific and leave latitude).
 
In detail, many different comments from various countries were provided as part of HP, regarding the need for additional guidance, e.g. regarding ethics in performance audits, regarding conclusions (how to draw conclusions); how to develop audit questions; regarding planning; criteria (and what it means); how to use the work of other auditors; how to distinguish communication with auditee from data collection; etc. The full list of comments is available on the PSC homepage. A specific set of comments also concerned the notion that 3Es are the essence of performance audits (Effectiveness, Efficiency and Economy). Some SAIs do not really use the concept of efficiency, but look at the process itself (system and practices) and more work will be needed to better understand what we put under 3E and efficiency in particular. The Harmonisation Project dealt with those comments that were appropriate in a principles based document (ISSAI 300) but also referred many comments for the review of level 4.

c) In addition, Norbert pointed out that several new ideas are included in ISSAI 300 (i.e. ideas not present in ISSAI 3.000 and 3.100) in order to achieve the goal of “Harmonisation”. These include the definition of public sector auditing, the concept of “elements of the audit” and the concept of assurance. Several of these concepts will need further elaboration in the guidance provided on level 4.

· Need to understand the notion of “subject matter” and “subject matter information” that are part of the “elements of the audit” and are complex notions in performance audit, since the framework is not as clear as the one in financial audits. It needs to be related to understand the concept of audit question which is very important in performance audits and that relates to findings and conclusions and - if applicable - to the opinion that will be given on the assurance engagement.
· Need to define an assurance engagement and the notion of “level of assurance”. What do we mean by that? What are the differences between the audit level of assurance and the review level of assurance? 
· Need to consider who is involved in the audit process, to understand who is expected to do what, and to distinguish the role of the auditor vs. the role of the responsible party.

d) It was noted that very few countries report according to standards. According to the proposed ISSAI 100 - 400, a SAI cannot make reference to level 3 in a report, since these are only principles and you can only make reference in audit report to level 4 (3000). 
This means, that there is a need to make clear what value standards will bring to audit reports in light of the promises of increased professionalism, credibility and quality through standards by INTOSAI and as opposed to “mere” guidance.

According to Norbert Weinrichter, the subcommittee will need to clearly identify which document refers to the standards, which to guidance. It was suggested to have distinct set of documents (one set for standard, one set for guidance such as the old 3.000 and other sets for other types of guidance, e.g. topic specific or method specific documents or documents relating to institutional issues such as the existing Annex to 3.100 at level 4). Subcommittee members shared their respective views on it. 

Some members expressed their concerns about having at the same level (Level 4) a mix of standards and guidance information, and suggested that 300 be the standards and 3000 the guidance. Norbert Weinrichter reiterated the decision that was made not to use Level 3 for performance audit principles only, meaning that a standard document needs to be developed, at Level 4.

All agreed that we need to be clear on what guidance is and what standards are. Carlos Alberto Sampaio explained that there is a need for a coherent framework for Level 4, to clarify inconsistencies and he expressed the need to have a long term proposal for Level 4 framework, in order to have a better understanding of what Level 4 will look like. 

The following consensus was made at the end of the two days:
· 300 will be used as a basis to write standards at level 4 (3000). The structure of 300 will be followed. Statements in bold will constitute the standards and non standard related information will be removed. 
· Standards should be short and high level. It will be up to the subcommittee to determine the level of detail needed.
· In terms of numbering, in the future the number 3000 will be the standard while a 3100 series will become the guidance sections. 
· A working group has been set-up, with deadlines:

	Project
	Participants
	Deadline

	Prepare proposal for PSC Meeting (17 June 2013)
	Neil Usher (European Court of Auditors)
	30 May 2013

	Review of proposal for PSC
	Jan (Norway)
Frank (Netherlands)
Keith (United Kingdom)
	3 June 2013

	Review 300 and develop Standards – Prepare first draft of new 3000
	Sharon (Canada) (Coordinator)
Norbert (Austria)
Jan (Norway)
Keith (United Kingdom)
	1 September 2013

	Review of draft 3000 by PAS – Provide comments
	All
	1 Oct 2013

	Prepare first draft of the framework for Level 4 structure and new set of guidance to be developed
	Frank (Netherlands)
Jan (Norway), 
Inge (Danemark)
	1 December 2013

	Make decisions on the guidance to be developed for Level 4
	All
	20 Jan. 2014

	Develop guidance documents

	TBD
	TBD



· Decisions regarding guidance sections to be developed will be made later on, once progress has been made on the 3000 Standards document and once subcommittee members have a better understanding of the content of 3000. It was agreed that existing material (including the current 3000) will be reviewed to integrate relevant information into the guidance sections, where appropriate. 
· Some options regarding the structure of Level 4 were discussed but were not decided. Level 4 will probably look like the following:

	3000 Standards

	3100 Framework for performance auditing

	3200 General and concepts

	3300 Planning

	3400 Conducting

	3500 Reporting

	3600 Follow-up



· The documents will be developed during the next 3 years. For the next 3 years, focus on standards and selection of guidance related information. It was also noted that the subcommittee needs to align with PSC meetings, in order to get exposure drafts approved on time.
· The work on standards and guidance documents will be presented into a project plan to be approved by PSC. This project plan will illustrate that PAS would like to start with the new 3000 and then, once agreed on it, will start developing guidance information. 

Dagomar Lima mentioned that there is no rush to present a final version of Level 4 in 2014, but that the subcommittee should not delay anything and keep the momentum. PAS needs to produce a new 3000 document as soon as possible and present it to PSC to get an exposure draft.

PAS  Work Plan 2014-2016 (Day 2)
Dagormar Lima prepared a version of the PAS Work Plan 2014-2016 with the input of Subcommittee members. The result of it is as follows:

The INTOSAI Performance Audit Subcommittee (PAS) will:

1. Review the ISSAI level 4 by producing a set of requirements aligned with level 3 that can be used by SAI as their authoritative standards.
2. Develop existing material into guidance on PA that can support the new ISSAI 300 and 3000.
3. Collaborate with the Knowledge Sharing Committee (KSC), Capacity Building Committee (CBC) and the program evaluation working group, including collaborating with the 3i community portal, by engaging rotating experts to participate in the community activities and by engaging experts to assist the development of 3i products.
4. Test and evaluate the e-community for PAS members.

A discussion about assessing “good practice Reports” occurred and it was decided to remove it from the work plan for now, since the Subcommittee has too many things to focus on and its operationalization is problematic. There are currently no criteria according to which a report may be considered as a good practice report or not. When clear criteria will be established, the Subcommittee would be in a better position to establish a routine to receive, evaluate and select reports, and to translate and publish the one considered as “good practice”.

Review of PAS Terms of Reference (Day 2)
Dagomar Lima presented a review of the PAS Terms of Reference. One of the objectives of this review was to include rules regarding the composition of the subcommittee and the number of representatives. The subcommittee has currently 21 members and additional countries have asked to join to participate, while some current members never participate in meetings or activities.

The objective would be to keep the size of the subcommittee to a maximum of 20 active members to facilitate its management (i.e. logistic, hosting of meetings, exchanges, etc.). It was mentioned that rules regarding the number of representatives are clearly explained into the INTOSAI Handbook for INTOSAI committees.

Dagomar Lima went through the current Terms of Reference and subcommittee members provided their comments on it. Some changes were made as a result:

· The mandate was updated to ensure it is generic enough, to avoid having to change it frequently;
· The notion of “active” member was added. In order to stay on the committee, SAI members need to be active, meaning that they need to attend meetings and contribute between meetings.

It was explained that consideration will be given to having representatives from all INTOSAI regions and that a country can participate as observer, meaning that it can attend meetings, but cannot vote. It was also mentioned that the group needs to keep a certain flexibility to also add members based on projects or needed, since volunteers are always welcome and do not necessarily need to attend meetings to contribute (i.e.  a country can provide feedback on documents without attending meetings).


3i (ISSAI Implementation Initiative) Program News (Day 2)
Dagomar Lima presented the 3i program (INTOSAI Implementation Initiative) with IDI (INTOSAI Development Initiative) representatives from Oslo (via videoconference).

The objective of 3i is to assist SAI in developing countries. 3i is one of the main INTOSAI programs and is funded by the World Bank to help and support developing countries and create capacity for ISSAI. 3i comes with tools that have been developed as part of this initiative: ICAT (the ISSAI Compliance Assessment Tool) and e-courses.

· ICAT is a mapping tool that was developed to help understand ISSAI requirement at level 4 and 2, ascertain and determine SAI needs for ISSAI implementation. ICAT comprises a checklist that helps identifying the gaps between practices. It was developed by a team of 4 ISSAI mentors from AFROSAI, ASOSAI, CAROSAI, PASAI and ISSAI experts from PAS (Brazil).
· A 7 week e-course on the ISSAI implementation handbook for performance audits was developed and is part of a three stage certification program for performance audits. Some 3i management workshops (targeting top management from participating SAIs) were also held in 5 English speaking INTOSAI regions to raise awareness.

It was noted by PAS members during the presentation that the update of 3000 will have an impact on the 3i program. The timing of modifications will need to be taken into consideration and some kind of collaboration will be needed to support ISSAI implementation – the “how” and the “when” will need to be considered as part of PAS work plan. 

[bookmark: _GoBack]Concerns were raised regarding the fact that two separate initiatives live together and are not aligned: on one hand the PAS has not yet developed performance audit standards and on the other hand, IDI is training developing countries on performance audit and standards. Participants are currently trained on Performance Audits using 108 requirements from level 4, whereas there will also be the possibility to make reference to national standards that will only have to comply with the 17 principles of ISSAI 300. The requirements used extensively in the IDI program have been developed by a team of auditors from different INTOSAI regions and an expert appointed by PAS, based on the words of the existing documents approved by INTOSAI. A goal for the next working period should be to better align these processes and seek a more active inclusion of the PAS in the process. IDI is an independent initiative that focused on developing countries and rely on relationship/exchange with INTOSAI´s Committees to develop its projects.

Clarifications were provided on the IDI mandate by Oslo representatives. IDI mandate is to coordinate ISSAI implementation program which is one of INTOSAI’s specific priority. In 2010, IDI was asked to be this liaising body and to make sure that implementation is coordinated. The first target group for implementation was seen as those SAIs who struggle with ISSAI implementation. The decision was made to go ahead with ICAT without knowing the end result of Level 3 (300) and the possible review of Level 4 (3000). ICAT currently focus on the current version of 3000 so that SAIs understand what is required from them at this level. The intent was to work with Level 3, once the Harmonization team will complete its work. IDI is waiting for a decision from INTOSAI to work on Level 3. It is also noted that ICAT is a mapping tool and not an evaluation tool and does not assess SAI’s performance, but gaps.

Some discussions will take place during the next PSC meeting (17 June 2013) regarding the cooperation between PAS and IDI and the alignment of work and initiatives. IDI representatives have outlined within the 3i program, specific roles and responsibilities that can be shared with PAS.
Performance Measurement Framework (PMF) News (Day 2)
Dagomar Lima presented the Performance Measurement Framework tailored to SAIs for all kinds of audits, not only for performance audits. The indicators are inspired by the methodology of AFROSAI-E and PEFA (Public Expenditure and Financial Accountability) and are available on the website. The version 3.0 of the PMF will be added on the website.

Different domains of performance will be measured (e.g. environment, capability, reporting and impact) and PAS needs to ensure that 3000 is included into these domains. A four level scale that ranges from “Not Established” to “Managed Level” was developed. The PMF focuses on ISSAI Levels 1-3 and the iCAT focuses on Level 4.

The objectives of the PMF are to measure SAI performance, identify improvement opportunities and follow-up progress over time, based on ISSAI and other criteria. No judgment is made on the overall performance of the SAI. Also there is a need to apply professional judgment and to take under consideration specific characteristics and various aspects of the SAI in the context of the country. It is voluntary and can be used to communicate performance and get holistic picture of SAIs performance. It can also be used as self assessment in preparation for a peer review.

A discussion occurred around the resources needed to administer the PMF, which vary depending on the size of the SAI. Brazil was taken as an example. It is a big institution and if we would like to add all regional offices to cover all activities, that would be a huge effort to conduct and lots of resources will be needed. In Norway, it took 6 weeks of interviews (back and forth) and another 3-4 weeks of work to prepare the report. For the SAI of Djibouti and Sierra Leone, which are smaller countries, it took 10 days on site and 10 days to write the report. Also, the time and resources needed to administer the PMF depends on the scope (some components of the PMF or everything).
 
[bookmark: OLE_LINK1]Working Group on Program Evaluation – PAS Cooperation possibilities (Day 2)
Rémi Frentz (France) is also a member of the Program Evaluation Working Group (WG) and presented the initiatives put in place by this group. The objective was to exchange between PAS and the evaluation working group, to assess avenues of collaboration and get some reaction from PAS members regarding the difference between program evaluation and performance audits.

Rémi Frentz explained where the working group comes from and its realization. The working group was set up in 1992 (INCOSAI Washington). In 1995 the need for a methodology guide was identified. In 2008 in Mexico, the need for knowledge sharing was identified, more than working on standards. The main document published by the working group and that is available is the document entitled: “Introductory Report on Program Evaluation”. The WG is comprised of 19 SAI and is chaired by France.

The WG issued a survey on program evaluation to all 191 SAIs on different key audit areas (i.e. planning, conducting, reporting) to assess the level of usage of program evaluations. It was discovered that:
· 50% of SAIs who responded do not conduct program evaluations;
· There is a growing use of participative processes to involve auditees in the audit process; 
· There is a regular use of external experts through the evaluation process;
· Diverse practices are used and persistent differences remain due to the different administrative and political cultures that reside in each SAI.

The objective of the WG is to work with Performance Audit standards group and to draft a practical guide on public policy evaluation that would focus on Level 4 (guidance). The first proposal will be presented during the Knowledge Sharing Committee (KSC) in Oct. 2013; the exposure draft should be reviewed in 2014, and will follow the regular process for endorsement.

The areas of focus of the draft document are: definitions, objectives, actors and institutional environment, methodology, and dissemination and use of evaluation results. The methodology components of the guide are: choice of evaluation subject; planning; governance; resources; process building with stakeholders; scientific tools (statistics, data analysis, etc.); decision making for conclusions (considering independence issues); counter argument phase; final conclusions. Lots of items of reflection are program evaluations specific or broader. 

Performance audits and program evaluations are different but the frontier is difficult to draw. Would we say that performance audits measure outcome vs. program evaluations measure output? Performance audits focus on program vs. program evaluation focus on public policy? Is the relation with actors (i.e. relationship with auditees) different or not? 

A discussion occurred around the progress made in program development and the need for specific guidance on it. Rémi Frentz explained that all SAIs can progress and many of them are only conducting compliance audits and just starting to conduct performance audits. The example of the Cour des Comptes in France, was taken. For centuries they were conducting performance audits (to ensure good use of public money), but things have evolved. Now there is a new mission for the Cour des Comptes and the need to conduct program evaluations was identified and added. The thinking is different. When we are auditing, we are external to the business (not a balanced relationship: we are above the auditee) – in the evaluation process, we have to build the evaluation with the stakeholder.

Anu Mittal explained that a certain level of maturity is needed to move from compliance audits, to performance audits, to program evaluations. SAIs need to have that level of maturity. People who are experts in performance audits do not necessary have the skills to do program evaluations. If a SAI is starting performance audits, it cannot jump into program evaluations. It would be more appropriate for people to use tools developed for performance audits, before starting some work on program evaluations. But, Rémi Frentz explained that some SAIs have reached that stage and they need tools to better conduct program evaluations, which explains why the WG would like to work on a practical guide.

According to Rémi Frentz, a performance audit measures whether the results of a program have been reached in regard to established target, while a program evaluation looks at the impact of the program, not only its result. According to him, performance audits do not go into the causes while program evaluations do. A performance audit takes the program as it is, looking at goals and results of the program (efficient, costly or not) without questioning the public policy. The evaluation goes at a higher level and can deny the pertinence of a policy.

Some concerns were raised by subcommittee members regarding the use of program evaluations to comment on policies. Annie Mathew explained that she will have a hard time changing the mandate of her Office and that she is sure that it will be the case for other SAIs, since they cannot comment on policies. Rémi Frentz acknowledged that it is forbidden in the law for regional courts to question the policies, but that through program evaluations, the Cour des Comptes can question a policy. It is also agreed that freedom and independence are necessary to conduct evaluations, and that not all countries can conduct it.

To conclude on the subject, Carlos Alberto Sampaio explained that there is a political dispute between auditors: performance audits vs. program evaluations. For the evaluation community it is hard to find a sharp difference between the two. According to him, only PAS has the background to establish some kind of guidance on how SAI may evaluate public programs that can be shared within INTOSAI community. These could add lots of value to SAIs across the world – making them more relevant to the system. Brazil is in the middle of the process of program evaluations and is very involved in it, and it seems very beneficial for the country.

Next PAS meeting (Host and Date)
Terry Freeman (from the Institute of International Auditors) is suggesting hosting the next PAS meeting in Orlando in May 2014 or in London in July 2014, following the IIA International Conference. This needs to be discussed. She will validate what is possible to do with her Office and will confirm with Dagomar Lima.
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