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	Performance auditing is, according to the INTOSAI Auditing Standards, an independent assessment or examination of the extent to which an activity, programme or public institution operates efficiently and effectively, with due regard to economy. 

The purpose of the performance auditing is to offer relevant information as far as the implementation and consequences of the public activities are concerned.

In this respect, the economic and financial reality in Romania, and not only, revealed that spending public money legally and regularly is not a sufficient condition but they should be used economically, efficiently and effectively as well. 

It is worth mentioning that the formation and execution of the consolidated state budget are presently significantly based on the programme budgeting, and consists in allocating budget amounts to a particular project/
programme, quantified by means of performance indicators. 

We showed here above two of the most important reasons that imply, justify and support the decision of the Romanian Court of Accounts to start implementing performance auditing in the current activity.

In this context, having a clear mandate provided by the law as well, the Romanian Court of Accounts initiated an implementing process of the most up to date performance auditing practices used worldwide, in reply to the needs of the Romanian economy to use public funds, including those representing EU or other international financial assistance, economically, efficiently and effectively. 

As a result of the decision taken, starting with the beginning of 2003, a performance auditing and fraud fighting specialized division has been set up.

Taking benefit of the assistance offered by the British experts within the Twinning project funded through Phare Programme 2000, the Directorate for Methodology, Staff Training and European Integration, within the  Division for Methodology, Coordination, Staff Training and European Integration, developed the present Guidelines for Performance Auditing, that include both concept and practice aspects as far as carrying out the performance audit is concerned.

Under the supervision of Mr. Dumitru Alămîie, Counsellor of Accounts, the Guidelines for performance auditing have been developed by a team led by Mr. Dan Victor – Director, consisting of the following financial controllers: Anişoara Frăţilă, Doinica Galer, Ştefania Rizea, Ana Mîndricelu and Aurelian Verdeş. 

When developing these guidelines, a number of existing documents has been considered, such as The Implementation Guidelines for Performance Auditing Standards, UK-NAO Practical Guide for performance audit and audit manuals developed by other European Supreme Audit Institutions.

We take this opportunity to express hereby our thanks to the UK-NAO experts team, especially Mr. Stephen Frost, Pre-Accession Advisor of the twinning project, for their valuable contribution to the development of these guidelines as  well as to all other persons that, by their work, made possible the issue of this guide. 
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	1.1. The concept 



	
	

	Performance audit definition 

Conceptual 

Aspects 

Analysis of entity results through the „3E”

Are things done in the right way?

Are the right things being done?

The inputs /outputs

model

Minimisation of costs of resources used without compromise the achievement of the objectives 

Report between the results and the 

cost of resources used  

Optimal using of resources 

The efficiency audit is performed by comparing certain similar activities, and by reporting those to standards and good practices in the field 

The relation between the expected impact and the obtained impact 

Comparing results with the purpose established through the objectives 

Effectiveness audit – 

Types of approaches 

An evaluation „before and after”

The contribution of the „management practices” used in carrying out managerial policies 

Analysis of the secondary effects 

The analysis of „3E” depends on the audit objectives

             
	       The INTOSAI auditing standards define performance audit as „ An audit of the economy, efficiency and effectiveness with which the audited entity uses its resources in carrying out its responsibilities.” 


INTOSAI standards state that performance audit is an:


a) audit of the economy of administrative activities in accordance with sound administrative principles and practices, and management policies;


b) audit of the efficiency of using human, financial and other resources, including examining information systems, performance measures and monitoring arrangements, and procedures followed by audited entities for remedying identified deficiencies;


c) audit of the effectiveness of performance in relation to the achievement of the objectives of the audited entity, and audit of the actual impact of activities compared with the intended impact.

In practice, a financial audit may include elements of performance auditing of certain actions, programmes or even activities of the public entity as a whole. In that case the classification of the audit depends on its main purpose. A performance audit can be an audit of either economy, efficiency, or effectiveness. It may also an audit of a combination of any two or all three. 


Performance audit considers whether „public money was well spent”. It does this by examining how audited entities seek to achieve economy, efficiency and effectiveness (known as the „three Es”). Performance audit may also involve examining directly the performance achieve. 

         This type of audit often leads to auditor to analyse the results economy, efficiency and effectiveness, by applying their professional reasoning. 


The measurement of performance results according to the proposed objectives through the „3 E” is a necessity for managers at all levels. 


Generally, performance audit’s try to answer two basic questions:

· are things done in the right way?

· are the right things being done?


The first question is primarily aimed at the service provider. It concerns whether policy decisions are implemented properly. The auditor wants to know whether the executive has implemented the established strategy, or is acting in line with good practice. 


The scope for auditor analysis becomes considerably greater by posing the second question, i.e. whether „the right things are being done” or in other words, the appropriate measures are taken. This kind question refers to the effectiveness or impact of the activities carried out by the entity in order to accomplish the objectives of the society. A performance auditor might, for instance, find a chosen measure ineffective. However, the moment the auditor starts asking whether the public commitment itself at all feasible he will also have to be cautious not to go beyond his mandate by trespassing the borderline to the political territory.


The so-called inputs/outputs model is an other means of illustrating the interactions between the „3E”, as in the diagram shown below:


[image: image2]



         Outputs are seen as the results of inputs and actions taken to achieve specific goals. Theoretically, it should be possible for performance audit to scrutinise all components and relations in the shown model, except for the component „Political Goals”.


Economy, efficiency and effectiveness are concepts presents in the model. Economy refers to minimising the  costs of recourses used, efficiency refers to maximising output for a given level of input, and effectiveness refers to actual outcomes compared to intended outcomes.  


Practically, in carrying out performance audit, there are used the definitions of „3 E” recognised at international level, as follows:


Economy means minimising the cost of resources used for an activity, while having regard to appropriate quality.                                                       


In carrying out performance audit, a central questions is whether resources have been allocated, administrated and used economically.


The question refers to the means chosen, i.e. whether those represent the most economical use of allocated resources.

Example 1:

Whether the audited entity has made acquisitions taking into account the need to obtain the quality needed at the powest cost taking into account legislative framework in force. 

Example 2:

Whether the result of the work done by the economic department was a reduction to the contract price for certain services, while maintaining the quality of these services. 

Economy refers to the „good administration” of public money. 


The difference between „good administration” and „extravagance” is a matter of auditor reasoning, which supposes an external assessment. 


The efficiency represents the rapport between the obtained results and the resources used in order to obtain them.


The efficiency can be expressed as the rapport between 
the results  („outputs”)  as goods, services  and other  results and

 resources („inputs”), used in order to produce them. The following formula is used for their calculation:
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         If the result of the rapport is equal or higher that „1”, the situation is favourable.


An efficient activity maximizes the results obtained with the same quantity of resources or minimizes the resources of an established result. As result, in carrying out of expenditures there will be taken into account the obtaining of maximal results and of appropriate quality.


In case of the efficiency audit the main subject is the analysis of the resources used.


Thus, the main problem is the optimal use of the resources or, in other words, if the results of the activity carried out, that complies with our expectations from a qualitative and quantitative point of view, could be obtained with lower resources.

         In the case of efficiency, the question „are we getting the most output – in terms of quantity and quality – from our actions?”, refers to the relationship between the quality and quantity of goods and services provided and the cost of resources used in order to obtain them.


The efficiency audit can be also performed through comparing certain similar activities carried out in different periods of time.


Also, the efficiency audit can be performed by reporting to certain specific standards, and in case of complex problems when there are not standards, the analysis are carried out on the grounds of the best information and existing arguments.

Example 1:

In a hospital there is analysed whether waiting time was reduced without an additional cost and without a diminution of quality of services provided. 

Example 2:

In an audited entity there is verified whether the exploitation costs and spare parts costs were reduced while the number of professional vehicles increased and the security standards was observed during their operation. 

The effectiveness means the degree to which objectives have been achieved and the relationship between the intended impact and the actual  impact. 

Effectiveness  
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Example 1:

In a hospital there is analysed whether a reduction of the waiting time for patients who received medical services was obtained through achievement of objectives of the medical assistance programme.

Example 2:

In the audited entity there is analysed - in case of acquisition of goods, whether the price in the moment of decision-making was higher that the effective price paid at the acquisition.

Even if the auditor can calculate or measure effectiveness by comparing the results (impact) with the purposes established through the objectives, in effectiveness audit there is recommended to try to calculate the contribution of the action carried out in achieving the objectives. This can constitute the „real” sense of the effectiveness and thus it is necessary to obtain evidence proving that the „outputs” (results) noted are really the result of the measures taken by the audited entity in order to accomplish the objectives of its policy rather than the result of other factors. 


Effectiveness audit analyses the mean in which the actions carried out contributed to the achievement of the objectives and can be approached as follows:

· in the restricted sense, when only the management and the internal operations of the audited entity are analysed, (the auditors will focus on the outputs and will analyse the „internal impact”);

· in a general sense, when analyse transgresses the limits of the audited entity, and the auditor will also take into account external variables in the assessment (which are not related to the audited entity).

In performing the effectiveness audit of a governmental activity, entity or programme, the auditor, through its analysis, try to find answers to the following questions:

· are the objectives of managerial policy being achieved with the means used, i.e. are the predicted results being obtained? 
· are the means used and the results obtained compatible with the objectives of the managerial policy? 
· does the predicted impact represents direct results of the managerial policy rather than one due to other circumstances?

As a consequence, the analyses related to effectiveness must show whether the objectives of managerial policy has been achieved, and the programmed/expected results has been obtained and whether these can be put on the managerial policies. 


In order to evaluate the degree of achievement of the objectives, the auditor questions must be calculated to obtain answers useful for the performing of an assessment as pertinent as possible.


In practice, this can be done both by an analysis „before and after” of the introduction in the managerial policy and by an assessment that includes a monitoring group constitute independently of the managerial policy. 


Other alternative that can be carried out in practice is the evaluation of the responsibilities grounding the managerial policy.


The auditors might seek to assess or analyse effectiveness by comparing outcomes or impacts with the goals set down in the objectives of the managerial policy. This approach is described as a “goals achievement” analysis.


However, when auditing effectiveness, the contribution of the managerial practices used to the achievement of the managerial policy could be evaluated. This approach supposes to obtain evidence proving that the results of the managerial policy has been achieved as result of managerial practices used rather than of other factors influence. 

Example

If the managerial policy objective of a governmental programme is to reduce the unemployment, is an observed reduction in the numbers of unemployed the result of the actions of the audited entity, or is the result of a general improvement in the economic climate over which the audited entity had no contribution.


A separate aspect of performance auditing is the analysis of „side effects”, of the managerial policy. The analysis of the side effects is a complex process, due both to their diversity and to the fact that there are not strictly related to the managerial policy. One way to establish the area of analysis of these side effects is to focus on the analysis of effects avoided by the audited entity (example: unfavourable environmental effects of the specific economic policies). This does not mean, however, that all side effects are undesirable; ones of them are sometimes auspicious for the entity activity.


As we mentioned above, performance auditing not suppose necessary the simultaneous analysis of the economy, efficiency and effectiveness. The pregnancy of „3E” analysis mostly depends on the audit objectives.

         Thus, if the objective of performance audit is to formulate certain conclusions on the economy and the efficiency, the auditor must also take into consideration a short effectiveness analysis, and in case of an effectiveness audit, he must take into consideration certain aspects of economy and efficiency. 


A specific aspect of performance audit is the study of unintentional results, and if these effects were negatives, the auditors must establish their area of manifestation, by taking into account the fact that those can also diffuse in fields that not enter in audit competence and attributions of the Audit Institution (i.e.: side environmental effects of a governmental economic stimulation programme).



	Form of administration 

Organisation and monitoring of internal control 

Findings and recommendations of financial auditors 


	          1.2. Management in the public sector and performance auditing 

The form of public funds administration influences priorities in performance auditing as well. 


In countries where public funds administration is mainly concerned with means rather than with ends, audits tend to analyse especially whether the rules and regulations has been observed, and correctly applied, giving a lower importance to the manner in which these rules and regulations are appropriated to the purpose of their issuance. 


In countries that have a funds administration based on objectives and results, audits are mainly focused on the   analysis of the opportunity of rules and regulations, giving a lower

importance to the observing of legal provisions. 


Performance audit of public funds administration is performed through the analysis of economy, efficiency and effectiveness, the analysis of their use or of different combinations between these philosophies.


Generally, in performance audit, the auditors try to answer to a number of questions, that allows them to formulate certain pertinent conclusions and recommendations, from which it results if:

· is there a clearly defined structure of performance objectives and have the appropriate instruments and priorities been chosen for the use of public funds?

· is there an appropriate distribution of the responsibilities between the different levels of authority, bearing in mind also the principle of subsidiary?

· is there a general cost awareness and an orientation towards  production of services, putting citizens’ needs in focus?

· is there an adequate emphasis on management control and reporting requirements?

         According to the law, the ministries and their subordinate bodies are responsible for organising and monitoring the system of internal audit. In this context, an important task of performance auditors is to verify whether this responsibility has been properly taken care of.
          Generally, by performance audit, the auditors perform an assessment of management quality, analysing the manner of using allocated funds by entities.

          The auditors who carry out performance audit also take into consideration findings and recommendations of financial audits, because these can indicate the possibility of existing weak performances in funds administration. The auditors, on the grounds of their professional reasoning can establish whether:

· the entity means to obtain results and to accomplish measurable objectives, which allow to accomplish the established objectives;

· the entity systematically plans, on short and long term, the way to achieve its objectives;

· the entity permanently measures the performance, that suppose monitoring and the quantifying of inputs, processes (procedures and activities) of results (products and services) and of impact;

· entity plans are implemented in practice;

· the entity survey and evaluates the performance (the auditors will note whether the management periodically monitors the performance and analyses the reasons leading to errors appeared in the process of carrying out task and targets set up and also the way of programme implementing);

· the entity identifies the possibilities of improving the performance, establish the priorities and draw up a plan of their implementation. 




	Empowerment given by the law 

                  
	2.1. The Mandate         

 The mandate of performance auditing represents the empowerment given by the law to a Supreme Auditing Institution, to audit programmes (including governmental ones), activities and the entities involved in public fund administration. 


In many countries the legislative, the fundamental law or any other organic law, expressly establishes as attribution of the Supreme Audit Institution conducting performance audit. Hereby, The Supreme Audit Institutions carry out complex analyses of the efficiency, effectiveness and economy of governmental actions, activities and programmes financed by public funds. 

There are submitted to performance audit the specific programmes and policies included in governmental programmes, the organisation and the managerial policies of entities developing such programmes or managing public funds. 

The policy included in the governmental programme represents a complex of measures intended to contribute to the achievement of certain goals, by using certain resources, in a determined period of time.


The programme illustrates an action or a set of coherent actions carried out by an entity of the central public authority, designed in view to accomplish an objective or a set of defined objectives and for which there are established indices of performance and evaluation of expected results, in the financing limits approved.


The organisation, in the most common sense, can be defined as the optimisation of using human resources, structures and economic processes, having as purpose the achievement of certain objectives. 


The managerial policies are decisions, actions and rules of monitoring, accounting and using human, financial or other types of resources. The managerial policy is generally related to the internal operations of the institution.


The policies and programmes proposed by the executive and accepted by the legislative can concern with a certain institution, but usually can also refer to governmental activities and institutions and to their impact in society. 




	The objectives are defined in the legislation and also in internal decisions of SAI 
	
2.2. The objectives of performance audit 

         According to the INTOSAI auditing standards the general objectives of performance audit may be defined in the legislation or be matter for internal decisions within the Supreme Auditing Institution. In general, the Supreme Audit Institutions seek to achieve one or more of the following general objectives:

· to provide the legislature and audited entities with independent examination as to the economy, efficiency and effectiveness of implementation of practices in certain governmental programmes and to the economy, efficiency and effectiveness of the means used in order implement it;

· to identify and analyse any problems of economy, efficiency and effectiveness in government programmes and in the field with poor performance, and thus help the Government of the audited entity to make correct managerial decisions;

· to report on the programme impact and to analyse the achievement of the stated objectives. If these have not been achieved (partially or totally) the causes will be identified;

· to provide the legislature or the audited entity with results of independent analyses related to the currency and the degree of credibility of stated performance indices. It also provides an assessment of the degree of liability of self-evaluation indices stated and reported by the entities developing programmes of managing public funds; 

· to formulate recommendations intended to the legislature and the audited entity, based on the findings and conclusions resulted from the auditing. 

In practice, the objectives of performance audit can be synthetically shown as follows:

· to analyse and assess the observance of principles of economy, efficiency and effectiveness by entities that use public funds;

· to provide the Parliament with independent and impartial information and recommendations resulted from the audit performed in entities that use public funds; 

· to support audited entities with recommendations concerning the ways and means of improving the performance of expend public money.

2.3. The mandate of the Romanian Court of Accounts 



	The Romanian Court of Accounts – supreme external audit institution 
	         In Romania, the Court of Accounts is defined as „The Supreme Institution of external financial control on the formation, administration and using of state and public financial resources (art.1. of Law on organisation and functioning of the Court of Account no.94/1992, republished, modified and completed by Law no.77/2002).

         According to the law, the Romanian Court of Accounts has the following attributions:

· to analyse the quality of the financial administration from the point of view of the economy, efficiency and effectiveness – art.16 (3);

· to survey the quality of economic and financial administration, whether it affects the rights of the state, territorial administrative units or public institutions, or whether it generates obligations in their responsibility – art.27 (1-d);

· to survey the economy, efficiency and effectiveness of public acquisitions – art.27 (1-e).

 The Romanian Court of Accounts submit to the Parliament the Annual Public Report. This contains the Court’s findings on the executed accounts submitted to the control, the conclusions on the control established by the Chamber of Deputies or by the Senate or performed in national agencies totally or partially owned by the state and other persons submitted to the Court control. 

The Court of Accounts can at its discretion submit to the Parliament or to the regional chambers of accounts, to deliberative authorities or territorial administrative units reports on its competent fields. 




	

	
	

	The mandate must be clearly defined by the law 

Performance audit identifies malfunctions

The selection of audit areas in conditions of independence 

Performance auditing is carried out after implementation of a programme  

The information and data that influence findings and recommendations not contain material errors 
	The main objectives of performance audit, respectively to add value and credibility to the opinion expressed in audit reports. To accomplish these objectives, it is necessary to develop an audit process that is independent and observes the following principles.

3.1. General Principles 

· A defined audit mandate for performance auditing


According to INTOSAI Auditing Standards, that the mandate of performance auditing should be expressly defined in legislation and Performance Auditing Standards.


Special regulations are often needed which specify the conditions for performance auditing and refer to:

· Access to information obtained from other sources than ones collected from the audited entity;

· Ability to make recommendations based on audit findings.

To allow auditors to express their opinion concerning efficiency and effectiveness of programmes and activities, the mandate should explicitly cover all categories of entities managing public funds. Clear legislation is necessary in order to express opinions and make recommendations concerning the efficiency and effectiveness of programmes, especially in politically sensitive areas.


The institution’s mandate for performance audit also needs to be politically and publicly supported.


Performance audits do not question political goals. Performance audits can, however, point out the results of applying a given policy. Performance audits can also identify and disclose malfunctions caused by conflicting or unclear political goals.

· Freedom to select audit areas within performance audit mandate 


According to the INTOSAI Auditing Standards, a Supreme Auditing Institution must be free to determine the areas covered by its performance audits. In this context, it is important for the Supreme Auditing Institution to maintain its independence, for instance from political influence, and to select topics for study impartially. 

           The standards also state that the Executive should not direct or influence the Supreme Auditing Institution during its mandate. The auditors must be free to analyse all undertakings, programmes, activities and bodies managing public funds. The Supreme Auditing Institution therefore has to devote a great deal of attention to select studies, and needs a clear, logical and transparent process for study selection. 


The ex-post character of performance audit 


Performance auditing of a programme/objective is generally carried out after its implementation.


The performance auditor therefore focuses on analysis of current problems. They do this, however, to draw conclusions and recommend action that will add value in the future. 

· Reasonable assurance


An audit competently carried out according to the Auditing Standards should allow the auditor to give reasonable assurance that information and data that influence findings and recommendations do not contain material errors.

          Generally, the „reasonable assurance” depends on the audit context, nature and availability of evidence, the observance of principles concerning the carrying out, collecting and interpretation of audit evidence, i.e. in formulating findings and recommendations. 



	
	3.2. Specific principles 

In performance audit it is necessary to also observe, besides general principles, a number of specific principles that leads the auditors activity, being a solid basis in view to obtain „the best practices” in the field, as follows:

· Accountability;

· Integrity;

· Objectivity and independence;

· Value added as a result of implementing audit recommendations;

· Competence;

· Rigour;

· Perseverance;

· Clear communication.

	Accountability 
	The Court’s main concern is accountability to Parliament and ultimately to citizens. The Court aims to give assurance to Parliament about how economically, efficiently or effectively public bodies have used their resources, and the risks to public funds.

	Integrity
	Auditors must accomplish their responsibilities with professional probity, honesty and without corruption.  In the activity of collecting audit evidence, auditors must be ready to explain and justify their actions. Auditors findings should be by reference to stated criteria consistently applied.

	Objectivity and independence 
	In auditing performance, the auditor must be objective and maintain their independence from Government, political parties and other organisations.  Auditors must not be politically influenced in selecting topics for study, performing analysis or in reporting. 

	Added value 
	The analysis in performance audit should recommend to the Parliament and audited entities solutions to problems that would improve performance. Performance audit may also add value through:

· providing independent information about the performance of government and other entities;

· obtaining evidence that adds to all parties knowledge about an important topic;

· identifying areas where savings could be made;

· providing new insights into the way audited entities manage their resources and achieve their objectives.

	Competence 
	Teams that audit performance should have appropriate skills and experience. Members of audit teams should be

· experienced in performance auditing;

· familiar with the topic of examination and of the working procedures of the executive and legislative;

· capable of identifying and applying appropriate techniques to collect, analyse and explain audit evidence;

· able to work to cost, time and quality standards. 

	Rigour
	The auditor must approach performance audit with thoroughness, and critically assess the information that supports findings and recommendations. Audit evidence must be sufficient, relevant and reliable. 

	Perseverance 
	The auditor must also be open mind, polite but determined.  The auditor should not allow themselves to be deflected. 

	Clear communication 
	The reports must be objective, balanced (in content and tone), reliable, clear and persuasive. 

	
	

	Training, professional skills and special qualifications 
	3.3. Auditors proficiency requirements

Auditors assigned to conduct performance auditing should possess adequate professional proficiency for the activity of investigation /assessment. In performance audit the personal qualities of auditors are also important (analytical ability, creativity, receptiveness, social skills, integrity, judgement, endurance, good oral and writing skills, etc.). The auditor may also benefit from training in administration, management, economics and social sciences. 

	
	Performance auditing is an activity based on important professional information and values. The possibility to develop auditor skills and to improve the results at desired quality standards creates the opportunity to permanent improving the quality of performance auditing.

	
	     Performance auditors must often exercise professional reasoning, in line with policies and standards established by the leadership of their Audit Institution. Auditors should adopt an attitude of professional scepticism. For instance, they should recognise that information relating to performance may be materially misstated.




	

	The flexibility

of performance auditing 

Similarities and differences between performance audit and financial audit 

Auditing standards  

Choosing audited subjects 

Assessment criteria 

Nature of audit evidence 


	          According to the INTOSAI auditing standards, “In contrast to regularity audit, which is subject to fairly specific requirements and expectations, performance audit is wide-ranging in nature and is more open to judgement and interpretation. Coverage is also more selective and may be carried out over a cycle of several years, rather than in one financial period; and it does not normally relate to particular financial or other statements. As a consequence, performance audit reports are varied and contain more discussion and reasoned argument.”
          4.1. The characteristics of performance audit 


If we analyse the characteristics of performance audit compared to the financial audit, the results is a number of similarities and differences that can be summarized depending on:

· auditing standards;

· audited subjects;

· assessment criteria;

· nature of audit evidence.


Generally, the international auditing standards that regulate the activity of financial auditing are also applied to performance auditing.


Thus there are common provisions related to:

· audit planning (examples: the risk is assessed in both audits);

· assessment of accounting and internal control systems;

· audit evidence;

· audit approach; 

· audit documentation;

· audit quality.

There are also differences related to the provisions on: 

· phase of audit reporting;

· applying procedures and methods in order to obtain audit evidence.

While the financial audit observes relatively fixed standards, performance audit is more flexible in selecting the programmes, activities and entities which will be submitted to the audit, and also audit procedures, methods and in formulating conclusions and recommendations.


In case of financial audit, the auditor will express an opinion concerning the accuracy and completeness of financial statements, and the regularity of the underlying transactions. 

By contrast, in performance audit the selection of subjects (a programme, activity or entity etc.) is an attribution of the Auditing Institution, i.e. the Court of Accounts. 


 The financial audit analyses the financial situations and operations, depending on the legal provisions in force. The assessment criteria used by the auditors in order to express a final opinion tends to be relatively limited and usually pre-defined.


In performance auditing the selection of assessment criteria is more complex and is conducted by auditors depending on the audited subject. 


Thus the „3 E” will be explained in direct relation with the audited subject, and the criteria applied can be different from one audit to another. 


With financial audit, the auditors seek conclusive evidence (yes/no, right/wrong, true/false, legal/illegal). By contrast, performance auditors usually seek persuasive evidence.  The performance auditor selects the most appropriate audit methods to obtain such evidence. Performance auditors often seek evidence from different sources that corroborate each other.  This can make the performance audit report more persuasive. 


The auditor should discuss their findings as they emerge with the manager of the audited entity.  This can help avoid misunderstanding and can accelerate the reporting process. 

4.2. Approaches to performance audit  



	The normative and descriptive approach of performance auditing 

There are two types of approaches 

The auditors findings are compared with the criteria set up 

Identifying analysing problems 


	       Performance audits usually take a normative approach. Findings are based on discrepancies between conditions and „norms”. However, besides its normative character, performance auditing is usually “descriptive” and it may also include analytical elements, a performance audit may for instance ascertain the causes of the difference between the conditions and the criteria.

Generally, in performance auditing there are two types of approaches:

a) the results-oriented approach; 

b) the problem-oriented approach.

From the perspective of the fundamental principle and of methodological techniques, two approaches differ quite significantly.

a) The results-oriented approach 

This approach deal mainly with:

· the performance resulted;

· the results obtained;

· the fulfilment of criteria and the observance of requirements.

In this approach there is analysed the resulted performance in the context of economy, efficiency and effectiveness by comparing the auditors observations to the given norms (goals, objectives, regulations, standards etc.) and the audit criteria defined before the complete study begins.

   Auditors may work with experts in the field in order to set up criteria that are objective, relevant, reasonable and attainable. 

b) The problem-oriented approach 

In this type of approach the auditing is concentrated on problem identification, verification and analysis, without pre-defined auditing criteria.

The starting point of this approach is indication of shortcomings and problems (malfunctions). Is that why a major task in performance auditing is to verify the existence of stated problems and to analyse their causes from different perspectives. 

As result, this approach supposes to formulate questions like: do the stated problems really exist?, how can they be understood and what causes them? 

The auditors formulate hypotheses on the causes and possible effects of these problems and test them. 

The purpose of this approach is to deliver updated information about the problems and how to deal with them. 








	

	Defining the programme and priorities in performance auditing 

Defining a portfolio of performance studies 

	           5.1. The strategic performance audit plan


The first stage in auditing performance is choosing the topics for studies.  The strategic performance audit plan defines the Court of Account’s performance audit programme and priorities and the necessary personnel and resources. The strategic plan is founded on a good knowledge of audited fields, the changing environment and the opportunities presented to the Court of Account.

          The strategic plan will be reflected in the Programme of external audit/control of the Court of Accounts, which is considered and approved by the Plenum each year.  


Usually, the Supreme Auditing Institution prepares each year a portfolio of studies and submits it to the leadership in order to be approved. The leadership of the institution analyses the proposals and select those studies, which will be included in the annual auditing programme of the programmes for the next year. 


The strategic performance audit plan should be flexible enough, however, to allow new topics that emerge during the year to be introduced.


Unlike a financial audit, which aims to reach an opinion on the completeness and accuracy of financial statements and the legality and regularity of underlying transactions, with performance audit the audit institution is free to choose the audit topics and audit objectives. 



	Identifying the important aspects of the environment in which the entity perform its activity 

Identifying the audit evidence necessary to achieve audit objectives and their sources 

Documentation and understanding of entity objectives 

The analysis of collected data and information 

There are identified and initiated contacts with persons concerned with the subject 

Factors that indicates the possible risks 

Assessment of the management quality performance 

Parliamentary debate, media and public opinion are monitored 

Setting up the initial ideas through a brainstorming 

Consulting the entity about the ideas 
	5.2. Defining fields and selecting studies 

Selecting studies includes:

a) the preliminary documentation and understanding of the activity of the entity;

b) identifying risks to performance;

c) evaluating of Parliamentary and public interest;

d) choosing topics;

e) setting priorities. 

5.2.1. Preliminary documentation and understanding of the entity’s activities 

In order to achieve this purpose, the auditors must identify the important aspects of the environment in which the entity develop its activity, mainly by collecting information related to:

· The entity’s objectives;

· The resources, including assets;

· The incomes;

· The entity’s legal framework;

· The human resources from a qualitative and quantitative point of view;

· The environment in which the entity operates;

· The entity’s  reporting obligations;

· Geographic considerations;

· The organisation ad structure. 

            The auditors must also seek to identify the main sources of audit evidence. 

To obtain the information and understand the entity, the auditors will refer to the financial audit reports and working papers, the static plans of the entity, the business plan, the government and entity publications, reports of previous audits, and any research from the academic world. 

The information obtained may be summarised in a standard document called a „programme analysis”*. The programme analysis includes the following rubrics: objectives, inputs, processes, outputs, variables, and outcomes. 

Objectives

Inputs

Processes

Outputs

Variables

Outcomes

Aims

Objectives

Target

Resources used to achieve the objectives, including personnel, equipment, buildings, legislation and quality standards (inputs)

 Activities; Procedures; Systems
Services and products offered by the entity as result of implementing a programme
External factors that influence the outcome
The impact of programme implementation in the society, including the unintended impacts
* Source NAO-UK- Performance Audit Guide page1 

The auditor identifies the outcomes the entity aims to achieve.  They may not be directly measurable, or fully within the entity’s control.  The auditor identifies the entity’s objectives– what the entity will do to achieve its aims. Objectives usually refer to outputs. The auditor looks for objectives that are specific enough to be measured.  The auditor identifies the entity’s targets – a quantified level of performance to be achieved at a future date. Entities do not always adopt unambiguous and measurable aims objectives and targets. The auditor may discuss aims and objectives with officials to clarify any ambiguities and identify any that are unstated.

The auditor may analyse information on entity incomes and expenditures (detailed by programmes and elements). The auditor may compare an entity’s budget with that of other similar entities. The auditor may also compare expenditure or income between the different locations of the entity. 

The auditor may also analyse trends of incomes and expenditures by comparison with the number of personnel employed in a certain activity, with the quantity of products and services provided and with the level of fulfilment of objectives. 

For example, if the income from a tax declines, or the cost of public services increase, the auditor may consider that there is a risk that there is a risk to performance achievement.  Similarly, if the costs of providing a public service are different from a location to an other, there may be a risk of performance achievement. The auditors may seek explanations of trends form entity management.  

As the institution obtains more information on a certain subject and more risks to performance are identified so the chance that the subject will be included in the audit programme increase. At the same time the conditions are created to carry out a successful study. This presupposes an ongoing survey of the governmental activities, of the allocation of  public funds and of the management of these funds. 

It is a good idea to identify and contact certain persons interested with an interest in the subject matter being consider. These persons can be „key persons ” from the audited clients or beneficiaries of public services having commercial relationship with the entity, experts from the academic field or researchers etc.

The views of such persons can be a valuable source of information. 

5.2.2. Identifying risks and assessing the quality of management 

Identifying and assessing risk is a fundamental stage in selecting studies. Auditors must take into consideration that some  activities carry an inherent risk. 

There is no a universal formula to establish areas with high-risk. However, a number of factors may warn of the existence of risk, i.e.:

· Unjustified expenditures, exceeding the previsions;

· Untouched or partially touched economic objectives;

· Costs increases and significant failure to meet deadlines in the case of certain projects;

· Complaints, litigations and reactions of the representatives of consumers’ groups concerning the quality of services;

· High levels of public budgetary debts;

· New initiatives inappropriately founded;

· Internal systems (of accounting and of control) organised or managed inappropriately;

· Significant losses due to natural disasters, theft or extravagance;

· Contracts assigned without a competitive process.

           The auditors consider how well the entity manage performance. If, for example, the entity have successfully dealt with poor performance in the past, the auditor may conclude that the entity take the management of performance seriously. 

 After stating the areas liable to risks, the auditors rank them depending on the probability of that they will arise, and the possible impact should they do so. Auditors seek to identify the causes, and effects.

5.2.3. Assessing Parliamentary, media and public interest

It is important at this stage that the auditors assess how interested the Parliament, citizens and the media are in the performance of individual entities and particular topics. The auditors monitories debates in Parliament; follows media reporting and research on public institutions to identify what.  

5.2.4.  Selecting topics

In practice, the selection of audit matters suppose to cover the following process:

Starting from the assessment and monitoring of risk and from the documentation on the entity activity, during an analysis meeting, the auditors suggest the matters for studies, by setting up the main questions for each of them.

There are preferred questions that require a yes or no answer, (such as: Was the programme well implemented? or Were the objectives achieved?). It is recommended to avoid the questions about causes or descriptive questions. 

In this stage the idea proposed in order to perform preliminary studies could be more numerous than the possibilities of achievement. That is why each idea will be assessed by using the professional reasoning, in order to eliminate ideas for which the answer to any of the following questions is „no”. 

- are the economy, efficiency and effectiveness at risk? When they formulate the answer, the auditors will take into account the results of the assessments carried out during the documentation stage and the entity understanding;

- will the study give something new on performance improving? In this context, if a problem is setoff, the auditor will evaluate whether it can be solved, what can be done correctly, why the problem was not solved in past and what chances are to solve it whether it is set off in a report;

- is there the appropriate moment to perform the audit? In order to give the answer to this question the auditors must evaluate whether after finalising the study the results will be opportune and will have a useful effect. They also must evaluate whether the auditing is opportune for the entity because it is possible to plan major changes or even reorganisations. 

- is it possible to perform the study? The auditors will take into account a number of factors, such as the possibility to obtain relevant and credible information related to the respective topic, and their collection and analyse can be carried out in time and with reasonable. 

- Does the study accord with the policy of the Court of Accounts? The auditor ideas related to the studies to approach will be discussed with the entities involved in order to obtain the opinion about the questions that the auditors will formulate and to set up the methods to obtain and analyse the audit evidence.  

           5.2.5. Setting priorities 



	Ordering ideas depending on priorities 
	The main criteria that underlay the matter priority are:

- The responsibility towards the Parliament and the citizens, related to the appropriate administration of public funds and resources. If the auditors identity potential areas of risk in a field, the chances to select this field in order to perform the preliminary study are high. 

- Improving performance auditing. All studies will be intended to improve the auditing activity. As the improvement is more visible, as the matter of study has higher chances to be selected. 

 - provide a balanced programme of performance audit. In drawing up performance audit programme it will be important to select matters that cover a large area of studies, such as:

- studies performed in areas with high of frauds or illegalities;

- studies of assessment of managerial performances in fields as: public acquisitions, project management, service quality;

- new governmental initiatives.

For each study there are 2-3 proposals after answering with „yes” to the questions presented above and after ordering them on priorities. 

The study proposals must be clearly and concisely formulated in a brief notice which will include the following elements:

- what the study is about (the department or the departments, processes and resources);

- the motivation of the proposal to perform the study (the existence of the risk in performance achieving, user reasons, the analysed aspect, the Parliament and public concern, the priorities of the Court of Accounts);

- what questions will be asked; 

- the main methods to obtain and analyse data and information;

- what is the outcome likely to be;

- what is the opinion of the entity about the study idea? 

The notice with proposals will be submitted to the leadership of the Court of Accounts, which will decide about the performing the preliminary study. 

The activity of initiation and selection of matters for preliminary studies is synthetically presented in the diagram so-called „The selection cone ” – figure no.1* 

	


	                     1.                                   Formulating the initial ideas – these can be numerous 

                  2.                                              The summary analysis of every idea 

3.          The rest of ideas are analysed in details in order to formulate 

                       general questions that the potential studies must ask. 

                In this stage it is useful to discuss ideas with the leadership 

                              Of the Court of Accounts and with the audited entity 

4. The ideas that are not rejected must be developed (one page)

                                   taking into account the researches 

                                      mentioned in step 3

5.              Survey the compliance with the audit policy 

                                          of the Court of Accounts 

                  6.              For the proposed studies there are formulated

                                  the key questions that the study must answer to,

                                  the probable approach and a cost indication.
                            Certain proposals could be rejected for  
                            not complying with the audit programme or
                           with the audit priorities 

                                  of the Court of Accounts 

                                  and they are maintained in                                  

                                  „reserve”

                                                                7. Formulating 

                                                               clear proposals      

                                                              and alternatives                                                                    

                                                            that will be submitted 

                                                            to the leadership of the 

                                                              Court of Accounts.




fig.1. „The selection cone” – stages in selecting studies
* Source: NAO-UK – Picking the winners ( A guide to wfm study selection 1997).



	

	Draw up a preliminary study finalised by drafting a report 

The report underlay the developing of audit plan 


	 According to the INTOSAI Auditing Standards, in performance auditing, after study selection, the planning stage is started. This involves a preliminary study and drawing up an audit plan for each selected study.

Considering that auditing performance is more complex than financial audit, it is necessary to perform a preliminary study before drawing up the performance audit plan. The preliminary study is a stage in audit planning which will be finalised by drafting a report that includes conclusions and proposals called „Report on the preliminary study”.

The report on the preliminary study should confirm whether the study is well founded and whether it should be completed. 

The preliminary study report will include an analysis of the context for the activities involved including the objectives, legislative environment and the questions, criteria, and how we propose to obtain and interpret audit evidence. 



	Obtaining data and information about the entity activity 

Obtaining the minimal audit evidence 

The auditors evaluate whether there are reasons to continue the audit 
	6.1. Understand the entity’s activities

In drawing up the preliminary study report the auditors start by obtaining the information necessary to understand the entity activity.

To achieve this goal, the auditors visit the entity locations, performing interviews with „key persons”. In this way the auditors also clarify possible confusions related on the goals and objectives of the entity activity, analyses files and can ask for details about the identified information. 

It is important that the auditors consult experts, academics, bidders and representatives of the beneficiaries related to the entity activity and the opportunity of performing study. 

In this stage, the auditors needs only enough evidence to formulate questions, set up criteria for performance assessment and to select methods, the most appropriate to obtain other reliable, relevant and reasonable evidence. 

Taking into account the data and information obtained, the auditor evaluates whether there is a good chance a study could improve the situation. If the auditor considers that a study will not give something new, or he cannot obtain sufficient, relevant and reliable audit evidence, he may recommend to stop it. The same decision can be made if the executive intends to change objectives, or to reorganise the audited entity. 



	Formulate audit objectives, revise main study questions 

The technique 

 called situation-complication

Formulating the suppositions and obtaining the audit evidence which confirm them 

Dividing questions in minimal 2 and maximal 7 secondary questions 

The criteria of assessment must be relevant reasonable and tangible 

	6.2. Deciding on the main elements of the study 

By „understanding the entity and its activity”, including the understanding of key systems of management and information flow, the auditors will formulate „the audit objectives”, i.e. „the stated results of effects of the study” and may revise the main questions formulated in the selection stage.

We also have to precise that the audit objectives are intended to improve the performance, and questions are determinate by the nature of topic and by the audit objectives. 

In order to clarify the main questions of the audit there is used a technique so-called situation-complication. The term situation defines a brief description of the main study topic, including the objectives of the audited programme or activity. 

The term complication defines the problem or the problems arising out of the situation, and is the reason for the study.

Example 1:

Situation

Study of implementing a new informatics system.

To improve efficiency, a Department intended to introduce in 2001 a new computer system for which there were allocated 600 millions lei with an estimated increase of efficiency of 50 millions lei starting from the next year.

Complication

The computer system was purchased at a price higher than expected by 200 millions lei, the implementation was done 5 month later than planned and the efficiency level is lower than expected.

Question: Was the project well managed?
Example 2:

Situation

- Efficiency audit of an Agency

The National Agency of Labour stated to pay the unemployment, pay the right unemployment benefit to the right people at the right time and to achieve value for money. In the year 2000 the Agency paid benefits to 300000 unemployed persons, made net overpayments of 4% and operating costs were 125 millions lei.

Complication

In 2002, payments maintained the same rate of error,  unemployment decreased by 30%, and the Agency’s operating costs increased by 15%.

Question: Is the Agency efficient?

We must mention that the formulation of questions and their revising is a difficult process that needs many care forms the auditors because they have to formulate appropriate for all identified problems. 

The questions that the auditors will formulate must take into consideration both the nature and the type of information and the nature of expected results. Thus, to a question such as „what happened?” the answer will be totally different from a question addressed with „if” or „why”. 

6.3. Analysing the main study question into sub-questions 

The main questions are divided into secondary questions and those will be divided further, the process ending when for the resulted questions the auditor can formulate hypothesis and identify the audit evidence that can validate or invalidate the hypothesis. 

In the process of question dividing at the passage from a level to an other, the questions become more specific and the answer can be: „yes or no”, „yes, but” or „no, but”.

Team working to identify the secondary questions, the manager being involved in the activity.

It is necessary:

· to formulate questions in a logic and strict succession:

· in a logic order – Were the acquisitions well planned?, Were they well done?, Was the contract executed?

· in a structured order – Is the department A efficient?, Is the department B efficient, Is the section C efficient?, etc; 

· to abandon unessential questions;
· depending on objectives – Are social indemnities paid to the right people? Are the stated quantum paid?

The main questions will be divided in at least 2, but not more that 7 secondary questions.

Example

Main question – can the purchasing of a new informatics system, assure the performance?

 There are three secondary questions:

1. Did the entity done the acquisition according to the regulations in force?

2. Does the informatics system satisfy the needs of the users at a reasonable cost?

3. Did the entity survey the observance of the contractual clauses by the supplier?

Secondary question (level 2) – Does the informatics system satisfy the user needs at a reasonable cost? – may be divided in other three secondary questions. 

2.1. Were the requirements for the system clearly formulated from the beginning?

2.2. Does the contractual clauses concerning the service comply with the requirements?

2.3. Was a good price obtained?

The secondary question (level 2.3) – Was a good price obtained? Is divided in other three secondary questions: 

2.3.1. Was a correct competition for the contract adjustment?

2.3.2.Was the competitions maintained during all the contracting process?

2.3.3. Were the different forms of public acquisitions taken into consideration?

The secondary question (level 2.3.1.) – Was a correct competition for the contract adjustment? is divides in other 3 secondary questions 

2.3.1.1 .Was the contract enough attractive for the bidders?

2.3.1.2. Were enough offers been received?

2.3.1.3. Were the all stages of contracting covered in order to provide the price comparison?

6.4. Identifying criteria

The audit criteria are „reference terms” identified, i.e. standards to judge (evaluate) the performance achievement. 

In selecting the criteria, the auditors must verify that they are reliable, reasonable and tangible. They must be declared, valid and, if possible, will be based on authorised sources. For example: 

- legislation, official policy declarations, standards;

- departmental guides and regulations;

- managerial practices accepted by the departments;

- contractual requirements;

- industrial standards and other relevant indices;

- relevant performance objectives and tasks (published).

Taking into consideration the fact that, generally, the entities are interested in „give a special place to what is measured and assessed (there are entities which give a high appreciation to their own results) the auditors must be careful when they decide to chose as audit criteria those used by the audited entity if self. 

It is to mention that, besides the quantitative criteria (numeral) the auditors will take into consideration the qualitative criteria (good practice in a certain field).



	The audit evidence must be competent, relevant and reasonable 

Competence

Reliability 

Relevance

Sufficiency

Photos, diagrams, maps and other forms of representation 

Declaration such as answer to interviews, questionnaires, opinion tests etc. 

Letters or memoranda received by the entity, inquiries, contracts, external audit reports, manuals of procedures, etc. 

Indices and trends concerning the performance of the audited programme or entity.


	6.5. Identifying the audit evidence that answers the study questions 

The audit evidence are documents and information collected by auditors, in order to support findings, conclusions and recommendations included in the audit reports. 

The INTOSAI Auditing Standards state that “Competent, relevant and reasonable evidence should be obtained to support the auditor's judgement and conclusions regarding the organisation, program, activity or function under audit (paragraph 3.0.3 (e))”.

In performance audit the auditors will identify, collect and analyse audit evidence related to the inputs, process description, outputs and effects, and to the public perceptions or opinions (for instance public opinion about public services). 

The auditors must generally collect audit evidence to answer the lowest level questions, and they also will take into account any limits that they can find in formulating conclusions. 

To highlight the connection between the audit evidence and criteria, a matrix (fig.2)* may be used to identify those evidence which will support the conclusions and recommendations includes in the audit reports. 

6.5.1. Characteristics of audit evidence 


The audit evidence become reliable when the information and data obtained by the auditors are sufficient, appropriate (in order to achieve the audit objectives), objectives, reliable.


The reliability of an evidence can be assed by taking into account the following considerations:

· Audit evidence from sources external to the audited entity are much more consistent than ones placed inside the entity;

· The audit evidence obtained as documents are more consistent than verbal (oral) ones;

· The audit evidence directly obtained by the auditor are more consistent than those indirectly obtained;

· oral audit evidence corroborated with written evidence are much more consistent that isolate oral audit evidence;

· the corroboration of obtained is a secure technique to consolidate their reliability;

· the original document are more consistent that copies, but if the original documents are copied by the auditor, then he must note the source and the data of photocopy.


The audit evidence are relevant if they are related to the audit objectives and criteria. In order to assure the relevance of audit evidence, it is necessary to clearly define the audit objectives and criteria in planning stage. 


The audit evidence are sufficient is they are enough relevant and consistent to convince a person with special qualification that performance audit results, i.e. findings, conclusions and recommendations are justified.


The sufficiency is a quantitative measure of audit evidence and the completeness (appropriate) is a measure of the quality, relevance  (as specific criterion)  and of their 

reliability.

         6.5.2. Types of audit evidence 


In performance audit, the audit evidence, respectively the obtained data and information are used to demonstrate whether the management and the personnel of the audited entity perform its activity according to the operative principle stated by policies and standards adopted used the resources in an economic, efficient and effective way.


The audit evidence also, may be an instrument to protect audited entity in its relationship with other entities. 

Depending on their nature, the following types of audit evidence are distinguished.


a) Physical audit evidence 


These evidence are obtained by direct observation of the persons and events and take the form of photos, diagram, and graphical maps and other forms and representations. 

        In practice, physical audit evidence can be obtained by direct survey of events, phenomena, persons etc. by two or more auditors and if it possible accompanied by representatives of the audited entity. It is important that their presentation be clear and easy to understand. 


If the audit evidence obtained by direct survey of a situation/circumstance risk a wrong explanation about the audit objectives, than it is corroborate with other evidence to become more solid.


       b) Oral audit evidence 


These evidence take the form of declarations, which fervently are answers to interviews, opinion tests etc.


The declarations can be important information sources for the auditors and are used in the audit process. The declarations are usually obtained from the entity employees, the beneficiaries of the audited programme, experts and special advisors hired to give support in providing additional evidence and even from the representatives of the public opinion. 


The consolidation of declarations in order to be used as audit evidence is done as follow:

· by written confirmation from the person interviewed;

· by soliciting independent sources that relate similar facts;

· by subsequently verification of recording.

Generally, in order to assess the relevance and the consistence of oral audit evidence, the auditors must found an opinion about the sincerity of the persons interviewed taking into consideration their position inside the entity, the level of knowledge and the desire to collaborate.

         c) Testimonial audit evidence 


The testimonial audit evidence is obtained through documents. It can be presented in written or electronic form.


Thus, the auditors obtain evidence by analysing external documents such as: letters and memoranda received by the audited entity, inquiries from suppliers, leasing contracts, other contracts, reports of external auditors, other reports and confirmation letters from thirds.  Evidence are also collected from internal documents (issued by the entity), i.e. accounting, external correspondence, entity description, budgets, internal reports, static synthesis of the activity carried out by the entity, internal policies and procedures. 


The relevance of testimonial audit evidence must be assessed depending on the audit objectives. 


For example, the existence of a manual of procedures is evidence only if this is applied. The documents in which the results of the internal control are registered can be considered as reliable audit evidence, if an evaluation of controls operating inside the system is made previously. 


d) Analytic evidence 


This evidence is obtained by verifying the explanation and the analysis of data related to the activities on implementing a programme by the audited entity. The analyses mainly suppose: assessments (evaluations) of indices and trends obtained from the audited entity and from other sources. Logically these indices and/or trends are compared to the recommendations of standards applicable in the field or of certain technical guides (if the case stands).


The analytical evidence are usually numeral (i.e.: assessment of the result of using resources or the ratios of budged expended), but they may also be not numeral (i.e.: noting an growing trend of a certain type of contestations in the audited entity).



	Visits to entity in order to analyse documents and perform interviews. 

Asking to fulfil questionnaires 

Detailed audit evidence 


	6.6. Selecting the methods to obtain and analyse audit evidence 

The audit evidence may be obtained by organising visit in the locations of the audited entity in order to analyse different documents existing in files or to perform interviews with key persons. If the audit supposes to obtain evidence from several entities, these may be obtained by sending letters or by addressing questionnaires that includes a list of questions on the audited matter. Because the audit questions suppose to study several aspects and spending time and money, the auditors can decide, by using their professional reasoning, the study only those cases liable to risks on performance achievement. 

Also, for certain aspects audit evidence can be obtained by analysing a representative sample.   

Choosing the most appropriate methods and techniques to obtain audit evidence is made by using the professional reasoning of auditors, who must take into account uncertain aspects of the audit, the budget of time allocated to the analyses and the cost to obtain evidence. 

In order to obtain detailed evidence, the auditors may analyse documents contained in the entity files, can organise focus groups and can perform interviews and direct observations. For example, the auditors, in order to obtain audit evidence on the experience of other entities, can organise interviews and focus groups by using a list of open questions which allow detailed answers.

	Analysis of files 
	The information and data obtained through file analysis are indicative in order to formulate and support recommendations. Inside the audited entity the file record may be obtained from the registry and the information and data specific for a certain activity are usually collected from files especially created in this purpose. In practice, by using the interview technique, the auditors can identify the place where files are kept.

The most useful files in performance auditing includes:

· files of strategic and operative;

· files on control ordered by the leadership;

· files with stenographs of meetings of the executive management;

· files of contestations;

· files on certain verifications ordered by the leadership;

· files with previous audit reports. 

Even if the study of files is an important support in setting up findings, due to the short time that the auditors have not always the possibility to analyse them as a whole and thus they an analyse a representative sample selected depending on the audit objectives. 

	Observation
	By studying the general behaviour of the entity personnel there are obtained information related to: sensitive problems, the management ethics and the relationship between the entity personnel and the public/beneficiaries of public services. However the auditors must take permanently care to the chose of activities which will be directly observed, by selecting those activities appropriate for observation and that are representative for the audited field. The technique of observation is appropriate for intuitions working with public (i.e.: hospital, museum, financial offices). It is to note that during the observation the auditors must obtain behaviour similar with clients’ behaviour. In such situations the auditors will refer to the quality management of the entity in order to obtain the approval for using this technique. Photos, video or audio recording give value to direct observations. 

	Quantifiable audit evidence 
	The audit evidence obtained are centralised in list, depending on their nature, in order to carry out the result quantification. For example, there may be used lists that guide the auditors in recording documents and certain data and information on a specific activity. 

	Using questionnaires 
	Questionnaires fulfilled in interviews by the interviewed persons or by the auditors are used in order to highlight facts or opinions. In the entity has regional locations, then questionnaires are send by mail, but the inconvenience is that some interviewed may not answer, complete it with errors or to be late. 

	Sampling 

Corroborating audit to make it consistent 
	The auditors, depending on the audit sources identified, can decide whether they collect fact and opinion from all population (all sources) or from a representative sample. Is the population includes more than 100 elements then the sampling is preferred. In order to obtain representative results, which can be extended to all population, the sample must include between 50 and 100 elements. 

If the problem of the study is sensitive, controversial, and at the same time is analysed by the media /and or the Parliament, the auditors need consistent audit evidence. There are cases when the audit evidence is very consistent, but several times it is necessary to obtain more audit evidence from different sources, that together can be consistent. For example, the evidence obtained from interviews with the entity management are corroborated with those obtained from interviews with clients or bidders. 

It is to mention that the evidence obtained by auditors through direct survey are more consistent than those obtained from the entity. The performance indices extracted from the financial records are much more consistent if the internal control system of the entity is appropriately organised and functional. The testimonial audit evidence are more consistent than the oral ones. 

	Verifying the methods to obtain audit evidence 
	It is recommended to test a representative sample, which possess similar characteristics from all population, in order to be sure that the chosen methods are efficient and effective. The auditors also must be sure that they can obtain the name and address of persons to select a sample and send questionnaires. 

Choosing of methods to obtain evidence depends of the professional qualification of the auditors, because their explanation and analyse often need using complicated techniques. 



	
	6.7. Selecting the methods of interpreting audit evidence 

In performance audit the audit evidence can the explained by using the following methods:

· by fulfilling tables and designing graphical representation in order to summarise quantitative data and information;

· calculation of performance indices (cost on product unit, income produced by each person);

· drawing up and analysing diagrams;

·  analyse the relationships between variables;

· describing and analysing process in a flowchart;

· fulfilling a matrix and performing a comparison between criteria and conditions; 

· analysing a sample of cases (applied studies) in order to highlight the good examples and bad examples.  



	The report content on the preliminary study 
	6.8. The preliminary study report 

The report is a document through which there are presented the motivation and the procedure that the auditor intends to use to perform the study. The report is usually structured in the following chapters:

a) the study scope and costs and the estimation of the publishing moment; 

b) the analysis of the context in which the activities of the entity proposed for audit are carried out, including the auditing objectives, the updated results and the legislative framework;

c) the risk analysis in achieving the performance;

d) formulating the audit objectives (stated impact and audit effect). The audit objective are closely related to the mission of the Court of Accounts and refer to:

- the assessment of using public funds by the audited entity according to the economy, efficiency and effectiveness;

- reporting findings towards the Parliament. 

	
	e) presenting questions related that the study will answer to (an annex will detail the questions) and answers that the auditors want to obtain;

f) criteria of audit assessment – there is important that the auditors identify assessment criteria clearly formulated, and if possible from authorised sources;

g) analysing the possibilities to obtain audit evidence; for it the auditors will assess if in audited entity there are competent, relevant and reasonable information and will present the result of tests concerning the possibility to obtain appropriate audit evidence;

h) choosing the methods of collection and analyse of audit evidence (the complete matrix will be shown in annex);

k) the necessary resources, including the assessment of professional skills and abilities necessary to the audit team, by assigning the key points and the graphic of audit performing;  

l) the entity point of view – the auditors will specify the possible doubts and the way to solve them. 



	
	6.9. Revising the preliminary study report and  submitting it to the Court of Accounts leadership for approval 



	Analysing the report toward the preliminary study by the account advisor and the manager (two levels)
	The account advisor and the director of performance audit unit must revise the report on the preliminary study. 

They will analyse and evaluate if:

· the study topic complies with the attributions and responsibilities of the Court of Accounts;

· the study is opportune and can the performed at a reasonable cost;

· the methods and techniques to obtain and analyse the selected audit evidence can be applied in practice and the auditors have the proficiency and skills necessary to perform the study;

· the audit evidence stated to be obtained will answer the study questions;

· in report there was stated to obtain only a sufficient volume of audit evidence or whether it is necessary to obtain more or less evidence to achieve the audit objectives. 

	Consulting the audited entity on certain aspects of the report 

Submit the report to the leadership of the Court of Accounts 


	The auditors will consult the audited entity about the study questions, the nature and the possibilities of collecting and analysing audit evidence. They also will ask the entity for its opinion on the relevance of the stated audit criteria. The auditors may revise the report by taking into account the comments of the audited entity. 

The report on the preliminary study is submitted to the leadership of the Court of Accounts in order to decide whether or not the study will continue. 


Matrix*                                                                                                                   Fig. no. 2

	Questions
	Criteria
	Audit evidence required 
	Source of audit evidence 
	Methods of collecting data 
	Methods of analysing data 
	Limits (what we cannot obtain)
	What can we assert?

	What the auditors want to know?
	What are the reporting requirements?
	Which are audit evidence that answer to the questions?
	Were we will search audit evidence?
	How can we obtain the audit evidence?
	What will we done after obtaining them?


	What we cannot obtain?
	What can we assert?

	The answers can be: yes, no, yes but, no but.

Which can receive and answer 

Logic
	Objectives, targets and standards 

Past performance or other organisation performance 

Legislation, professional guides, high practices 

Client and consumers expectations 
	Quantitative audit evidence; 

Descriptive audit evidence 

Information on the quality 

Experiences, perceptions, opinions
	Audited entity 

Other public institutions 

Studies and researches published 

Clients and users 

Suppliers and bidders 

Lobbies 
	Direct observations, analysing the documents, interviews, groups of debates and reference)

By mail, telephone, e-mail (asking documents and questionnaires)

Documentations (directly, by mail or e-email)
	Quantitative évidence (trends, comparaisons, indices)

Qualitative evidence (indices)

Analyse on control systems (flow diagram)

Applied studies 
	Description of special events 

Information on population

Data quality and degree of reliability 
	Description of events 

Information on population 




	

	
	The complete study is carried out taking into account all the issues included in the preliminary study report, which is previously approved by the leadership of the Court of Accounts. The execution supposes to draw up a detailed plan for collecting, summarising and analysing the audit evidence. 

 

	
	7.1. Drawing up a detailed plan 

In drawing up the detailed plan the auditor takes into account the Report on the preliminary study. 

The detailed plan will include: 

	Summary of the detailed plan 
	· How audit evidence will be obtained;

· How evidence will be summarised, analysed and explained. 

	Critical points
	          The auditor estimates the time necessary to carry out each task. The auditor takes into account the time spent on testing methods if necessary. Concerning the questionnaires, for example, besides the evaluation of the time necessary to carry out those, the time necessary to test it will be also taken into account and the time to improve the list of questions.

         The plan will also provide the resources given to the auditors and the most important tasks (critical), on which the finalisation of the study depends. 

	Choosing the methodology to analyse the evidence 
	The special nature of performance audit requires a careful choice of the methods to obtain and analyse audit evidence. Auditors are permanently concerned about the validity of methods used to collect and analyse audit evidence and about the reliability of evidence. 

Reliability – the selected methods and techniques 
measure – what they were planned to measure;

Reliability – the degree of consistence – the findings must resist if the measurements are recurrently performed in the same type of data. 

	The plan is permanently revised 
	The audit evidence will be summarised, analysed and explained as are they obtained. The auditor considers whether or not the evidence is consistent. If the evidence is not consistent the auditors may decide to obtain additional evidence, possibly from different sources. 

If the auditor finds that the executive intend to make objective changes, organisations or analyses related to the audit subject, the auditor may propose to renounce to perform it. 

	The entity will be periodically informed 
	The auditors have the duty to periodically inform the entity about the manner of developing analysis in order to highlight the progress made. A permanent connection will be established with the entity management both to clarify issues resulted from the activity of collecting, analysing and interpreting the audit evidence and to inform on weak points (negative issues) related to the performance achieved or performance management. 



	The factors that influence the selection of sampling techniques 


	7.2. Obtaining audit evidence 

        In performance auditing the activity of collecting audit evidence and documenting them must be systematically carried out. Besides as mentioned in the previous chapter, the Auditing Standards provide that, in order to support the auditors reasoning in stating conclusions about the entity, programme, activity or actions submitted to the audit, it is necessary to obtain competent, relevant and reasonable evidence. 


While in financial audit the evidence tends to be conclusive yes/no or right/wrong), in performance auditing the evidence are persuasive (lead to the conclusion that…).


The most used methods and techniques in collecting evidence are:


7.2.1. Sampling 


The multitude of data and information about the audited entity and the limited time allowed to their analysis, lead the auditors to take samples.


In these situations, the auditors must take into account the influence of the following terms in selecting techniques of sampling:

· number and relative dimensions of the elements of the population;

· materiality and inherent risk of error of involved elements;

· relevance and reliability of evidence obtained by tests and alternative procedures;

· cost and time necessary to apply the potential techniques.

It is capital that the extracted sample (by using a sampling technique) be representative (characteristics similar for all the populations) so that the conclusions resulted from its testing be extended at the level of whole population.



	
	     7.2.2. Interviews  


It is a direct method of investigation consisting in interviewing subjects especially chosen in order to obtain information which serve to formulate ideas and opinions related to different problems.


Unlike the questionnaires, the interview has the advantage that, by its direct character to find clarifications on certain vague or confused information, after analysing the answers received can give sincere testimonies.


In performance audit many types of interviews are used, from the unstructured ones, which are interactive, to structured interviews performed based on a list of questions. 


Depending on their nature, the interviews are divided in two categories:

· preparatory interviews;

· interviews for collecting data and information;

· interviews which identify attitudes and collect arguments;

· interviews intended to assess ideas and suggestions.

The interviews may be performed with one or more

persons in the same time, by telephone of by mail, by visits at work places or at residence.


In order to obtain an overview of the reality it is important to perform interviews with persons who have different positions in a field or entity. For example the personnel at central and local level, with the personnel of different entities activating in the same field, with experts, researchers and teachers connected to the researched field. 

	Drawing up a guide 
	The manner to perform the interview influences the amount and the quality of information obtained. Thus is necessary to draw up a guide in order to perform interviews.

	Starting the interview 
	The person who performs the interview will friendly introduce him self and will briefly expose the matters which will be approached, by presenting some issues related to the activity of the Court of Accounts, to the study and the persons ho takes notes. He will also ask the interviewed whether there is something to clarify before starting the interview. 

The interviews will start with general questions, so-called demographic (example, From when do you work in this institution?, What qualification do you have? What is your hobby? etc.) to which the answer is easy, and which are intended to relax the interviewed. Thus, if the auditor want to ask questions about the past, present and future, he will start with the present because is more easy to answer, and the questions related to the past and the future will be asked at the and of the interview, because they are more difficult especially if they need a certain time of reflection.

	Performing the interview 


	The facilitator will maintain a friendly, relaxed atmosphere. The auditors will use the most appropriate words in asking questions in order to create a positive relationship, to not offence, disturb and judge the interviewed. There will be avoided questions that leads to general answers, such as Which are strong and weak points of the programme?, because the interviewed will concentrate on the strong or on the weak points. 

	
	It is recommended to formulate these questions as follows I wish to ask you about strong points and weak points of the programme, first the strong ones – which are they in your opinion? – to wait for the answer and to ask after: And now weak points– which to you think they are?

	
	The auditors can ask chain questions (connected each other). For example: after asking the question: What do you think about the project? The answer will be: I think it is very good and the following question is: In what way is the project very good? The answer is received and than the question can be asked: In what conditions do you think the project would have excellent results?

	Auditor skills 
	During the interview, the auditor must prove tact, to carefully listen the answers, to not interrupt the interviewed or to complete his sentence (answer) and give explanations to the questions that were not understood. It is also recommended to use body language having a detained atmosphere and encouraging the interviewed to answer. 

	
	They also must summarise key aspects in order to verify whether the problems covers all proposed subjects, to paraphrase some answers and to verify whether those were well understood. 

If the interviewed deviates to the subject the auditor must remain him the subject politely and with a lot of tact that but in decided way as well.

	Observing the body language 
	If the interviewed become nervous, put their hand on their mouth, grow red, look down, to the left or to the right or are inconsequent in their answers, the auditor may consider that the interviewed person may be avoiding giving an answer or not telling the truth.  In such situations, the auditor can ask a more easy and general and then come again to the subject. 

	 The synthesis of the answers at the end of the interview 

Interview note 


	At the end of the interview, the auditors review the answers by giving the interviewed the possibility to make corrections, adds and developments about some answers. If the interviewed is ready to extend the answers but the time does not allow it, the auditor can propose a new meeting.

After the end of the interview, the audit draft a „note of the interview” which is send to the interviewed to be signed, thus having the confirmation about the correctness of the answers. In this occasion the interviewed is invited to make other comments if he appreciates as necessary. The auditors must be careful that this note not contains considerations about the interviewed behaviour (irritation, concern, how consistent was he, how decided was he, etc.).

	The purpose of the organisation 

The composition of the group 

5-12 participants

Ways used to improve the performance 

Identifying the objective 


	7.2.3. Focus groups 

         The main purpose of organising focus groups is to collect preliminary information, which will be tested by the responder by the technique of observation. The answers obtained as results of organising such a group are often used to formulate questions included in the questionnaire.


The focus groups are used to collect opinions, positions and ideas from the persons familiarised with a certain subject. The data and information obtained are rather qualitative.


Usually the group includes 5 to 12 persons and is assisted by a moderator „facilitator” (may be an auditor) who conducts the discussions related to a specific subject, familiarly for all participants. The participants are aleatory or deliberately to be as representative as possible for a population.


Thus, in the process of identifying the ways to improve the performance, the focus groups are used to:

· identify some impediments in achieving the performance indices of an entity;

· compare attitudes, approaches and behaviours of certain employees with special performances of others who proved such performances;

· learn from the expertise and skills of workers with special performances in the field. 

We have to mention that focus groups often give ideas, data and useful information for case studies, and examples, which will be used in training activities. 


The organisation of focus groups is a process scaled in three stages, as follows:


a) Planning the focus group meeting 

           In this stage, the auditor must set other goal and the objectives of the focus group, and who participate in the focus group. He will also draw up a plan of discussions. 


The objective can be:  identifying of factors that affect the work quality, of problems which the entity will confront to of identifying the key tasks in performance achievement.

	Identifying the population which will be audited 

The participants to the focus groups 

Preparing a discussion plan 

Establishing the place 


	        Setting out of the audit objective will help the auditor to identify the population who detain the information necessary to perform the respective study. It is important now to extract a representative sample for all population, in order to obtain realisable and accurate information after testing it. 


In focus group there will be invited old employees, who share the „secrets” of their success, members of the leadership of the directorate, who discuss different issued on the function of the institution management.

          The focus groups must be homogenate in the way that the participants will have similar qualifications and must not be assisted by superior of by observers.


If the purpose of the study is to compare the attitudes, approaches and behaviours of persons with special performances to those who prove not the same performances, the group meeting can be programmed as follows: 

· organising a common meeting of managers with high performances and of those with low performances, in order to collect opinions about the differences between the two categories of participants;

· organising a separate meeting with those having high performances in order to explore and analyse their success;

· organising a meeting with managers having lower performances, in order to see the differences to those having high performances on attitude, behaviour and approaches to the activities they are responsible for.


In this way, the focus groups can be used to compare and confront the information in order to obtain best results. 


Preparing a plan of discussions


The plan on discuss leading in a focus group will include both main questions and secondary questions, in order to collect a high volume of data. The questions must be asked to generate opinions and multiples and various answers. If the questions are not addressed, the contribution of each member will be limited and insignificant. 


b) Conducting focus groups 


In order to achieve the goal of the focus group activity, the moderator must take into consideration the following issues: 

· Meeting must be organised away from the locations of audited entities to avoid the distraction of participants and to stimulate their concentration on the topic discussed. But if the participants are managers of certain public institutions the focus group can be hold in the locations of the entity. We must avoid organising meeting in the locations of the Court of Accounts, this representing a ultimate solution. The participation to meeting will be confirmed in written form by specifying the purpose of the meeting, the time, place and how log it will last (between 2 hours and two hours half).

	Opening the meeting 

Starting the focus group 

The control of focus groups 
	· In opening of the meeting, the facilitator must explain the goal of the study, how the participants were selected and how the results obtained will be used. The focus group about low or high performances, it is necessary to keep discretion about the criteria to select the participants. They also must explain the rules of discussions and to highlight the importance of free expression, without fear that the opinions will be orally aggressed by the participants. A flipchart must be used from opening the meeting to retain ideas 
and to coordinate the discussions. The facilitator must also ensure participants understood the purpose of the session, and whether there 
are misunderstandings they have to clarify as necessary. 


At the beginning of the focus group, the facilitator will ask participants to introduce them self and, as the case stands, he will also solicit some additional information to underline the personally of each participant Then the discussion will be focused on personnel matters as hobbies, achievements etc. This approach allows to „warm” participants, and from general questions the facilitator can pass to specific more detailed questions.  


During the focus group, the facilitator must accept and stimulate all contributions of the participants, especially when tit is about more reserved participants.


The facilitator will paraphrase the ideas/information more complex in order to ensure its correct understanding, but in the same time he will avoid the expression of its own opinions (orally or in other way l). It is important that, by its comments, the facilitator not try to judge or evaluate the ideas and information provided by the. Is some information or ideas were unclear expressed, their will be asked question oriented on clarifications. It is necessary to clarify technical terms, jargon and generally unclear expressions to ensure all participants have correct understanding of those. 


When a member of the group expresses a new idea, interesting for the study, the facilitator must follow its reception by other participants and take care that the discussions about it becomes a focus. If a difference becomes between the parties, the facilitator will underline that different opinions are welcome and the participants must not necessarily have a consensus.


It is essential to give to all participants the opportunity to join the debate of all topics or problems discussed. For it the facilitator must prove address (by stimulating the participants reserved) and expertise (diplomacy) to deviate the attention from dominant participants.

	Terminating the meeting 

The transcription of the discussions 

Ordering and analysing data and information 

Drawing up the report 


	         When all planned issued were discussed in the group the session is closed, the participants being asked if they whish to discuss more or to highlight a certain issue. Some of them can return and give some   important information. 

         Another way to obtain additional information is to distribute paper for notes and to ask participants to note any additional information, which could contribute to achieve the objective of the focus group. 

          c) Analysing and reporting the results 


The date and information obtained will be registered on disk, directly on the computer hard-driver of even on paper, by highlighting the accuracy of the recording. 


Answers related to the topics and issues discussed are noted and identified. The first manner of organising data and information is to separate similar answers from the transcription of the discussions and to introduce them in envelopes labelled with the respective topic or idea. This operation can be performed on computer as well by using several files. 

Another method, more simple, is to group answer and topics of ideas and to put them on tables. 

After organising the material, the information are analysed again to identify sub-topics and a report is dratted which will contain:

· a short description of the activity carried out;

· a list and explanation of main findings;

· conclusions.

The report must be clear and as brief as possible (1-2 pages). 

7.2.4. Questionnaires for structured interviews and surveys 

	Definition, utility, advantages 
	         The questionnaires are a set of written questions to which there are asked written answers in order to obtain information about a problem.


Using this method in audit gives the advantage to approach a numerous population in a relatively short time. Moreover, though this, the personnel and the management of the audited entity are informed about the development of the study /research, and they are invited to participate. 


In order to give reliability and gravity to the questionnaire, it is necessary to have a certain ability to formulate questions, by avoiding those ambiguous, inappropriate or precarious. 


Even if using the questionnaire does not lead to perfect results, comparing with other methods, it is considered a useful instrument.

	Formulating the questions of the questionnaire  

Closed questions 

Open questions 

The format of the questionnaire 

The letter of presentation 


	In drafting questions which will be included in the questionnaire, the auditors starts from main questions of the study being interested to formulate accessible questions and to not suggest the answer. A questionnaire must include mostly closed questions (give the answer by choosing from a range of answers) and relevatively fewer open questions. 

Usually the questionnaire must start with easier questions and to continue with difficult questions, and at to the end it is necessary to ask an open question such as: Is there anything you would like to add to explain or expand your answers? 

For closed questions having one answer, the person who answer can chose by marking with yes or no one of the answers suggested. 

Example: 

What type of area most closely describes the location of your hospital?

Please tick one box 

  ( Departmental 

( Inner city

( Urban

(Others – please specify (rural, academic, CFR, etc.)

          In giving possible answers the auditors must ensure that all variant were listed. Usually, a additional variant „others” is provided to cover situations when something was omitted. 

When it is impossible to ask questions with one response, multiple response questions can be used. 

Example: 

What any aspects of your school operations does sickness absence affect? 

Please tick one box

  ( Teaching process 

( Cultural and artistic activity 

( Sports 

( Maintaining order and discipline 

( Other (please specify)

( No aspects of school operation affected
When numerical code questions are used (referring to values) the specific value is asked, if the auditors consider that the interviewed know it. If the auditors suppose that the interviewed not know exacted values, then they will ask for answers between limits. 

Example: 

How many cases of this type did you receive in from 01 January to 31 December 2002? 

Please tick one box 

  ( less than 10 

( 10 to 20

( 21 to 30

( 31 or more
Ranking questions to find about priorities and options can also be used. 

Example: 

What are the most important thinks about your job?

Please tick one box

  ( job security 

( job satisfaction 

( pay

( pension benefits 

( promotion prospects 

( none of these  

Questions are often scaled to measure how strong the opinions are. Auditors are careful to not use scales that lead respondents to a particular answer. Generally, they prefer to use a five-point or three point scale, by labelling each point on the scale. 

Example: 

How would rate the complexity of the test? 

Please tick a box.

  ( very simple 

( simple

( normal

( complex 

( very complex

Questionnaires may also contain open questions, although they can take longer to analyse than closed questions. 

Open questions are used to indicate in the question opinions or facts.

For instance, auditors can phrase questions such as: In your opinion, what is the main reason for…? Auditors must avoid leading questions, such as: Has the inefficiency in the system caused you difficulties? Confuse questions also cannot be phrased, as for instance: How far are you away from the end of the road programme?, Was the quality of services good?, and ask two questions simultaneously, for example: Is the programme mission and vision unclear? Are the targets specific and achievable? Are the regulations unambiguous and easy to follow? 

Filter questions may be used, such as: …if no then go to question no. X.

It is important that the form of the questionnaire give enough space to indicate the answer, especially for open questions. The way to answer will be indicated as simple and clear as possible: for instance, tick one or more of the boxes below. 

The auditors have to phrase only questions they need to, since superfluous questions increase the burden on the respondent and will increase the time it takes to analyse the questions. Generally, questionnaires should be attractive and easy to fulfil.  

Each questionnaire must be completed by a recommendation letter that explain the questionnaire objectives and give the name, the phone number, e-mail address and mail address of the contact person, if the respondent needs additional information. The letter will contain information about how to return the questionnaire, including the term and address. 

	Testing and evaluating the questionnaires 
	The test of questionnaires as performed initially with the participation of colleagues of the unit that carry out performance audits, as interviewed, who can be directed to simulate misunderstandings of questions. Questionnaires are also tested with likely respondents. After performing this two tests the results are assessed in order to find out how easy where the questionnaires completed and whether there are questions, which needs adjustments to become more clear and easy to understand. 

	Using sampling methods 
	If the study needs to collect data and information from a large number of persons (respondents) a simple random sample may be used, which supposes the existence of equal chances for each element of the population to be selection in the sample. To extract a representative sample (which has similar characteristics with whole population) auditor can use Excel. The audit evidence obtained will be consistent, if the rate of response is higher than 60%. If the respondents have not completed the questionnaires they will be encouraged to do so. 

	Validation of data and information obtained 
	If respondents send questionnaires by mail, it is necessary to record them in a computer by using different from of tables, where each questionnaire will receive a reference number. A member of the team, other than one who recorded the date, will verify whether it was correctly recorded. In this stage some specific issues can be identified such as: answers to question 5 were mostly given by ticking box 3. There are situations when auditors must contact the respondents to clarify some answers. 



	
	7.2.5. Observation

This method supposes to train some auditors who will perform direct observations on different processes, on the management behaviour or on the personnel of an entity and even on the buildings etc. The observation is performed on the basis of a list of objectives established before starting the activity. 

The auditors will cross check the results of observations performed by different observers in different moments in order to avoid subjective observations. 



	Summarising and coding the audit evidence obtained 


	7.3. Summarising, analysing and interpreting audit evidence 

7.3.1. Summarising data and information 

Summarising the audit evidence, i.e. data and information collected supposes their organisation as follows:

· as tables – statistical data, results of observations, responses to close questions of questionnaires;

· coding (ordering by topic and ideas) of the narrative information, results of documents analysis, notes during the interviews and focus groups and responses to open questions of the questionnaires. It is important that, after summarising the audit evidence, the auditors perform their assessment in order to set out how consistent are those. The interpretation of audit evidence supposes to assess the mean of findings and responses to the study questions. 

In practice, coding, i.e. structuring and organise the written data is intended to facilitate the analysis. Data and information are coded depending on topics and ideas, so that the auditor may perform comparisons and other analysis. Practically, auditors read texts and note recurrent topics and ideas, making appropriate comments. The texts are read again and there are assigned codes for each topic and idea before noted, and finally data are introduced in a table. It is important strictly to carry out this process by avoiding interferences or any kind of confusions. 

Thus, the auditors will use matrix and diagram to summarise data and information of a process in order to interpret them.



	Diagram and matrix are used
	Contract

Entity

A

B

C

D

E

F

Were tenders invited to send offers?

(
(
X

(
X

(
Was the specification drafted?

X

(
X

(
(
(
Was a contracting collective created?

(
(
(
(
X

(
Was a project manager appointed?

(
(
(
(
(
(


	
	7.3.2. Analysing data and information 



	Objective research on the separation in components 

Assessment of findings according to the expectations of a programme or activity 

Comparing methods, processes, prices, products and services of an entity with those of an other entity  

The situation existing before to start the programme is compared with the situation after its implementation 

A distribution of data in a graphic that illustrates the evolution of variables 
	The analysis is an objective research (quantitative and qualitative) based on the division on the elements of economic processes and phenomena, and of factors of influence, in the purpose to know in detail whole economic process of phenomenon.


Performance audit process is not a chain of clearly defined activities, but a number of operations separately performed or in combination. 


In practice these are often gradually performed, but simultaneous performing is also possible.


Therefore starting point in audit must be carefully selected, taking into account the need to perform analyses (assessments). 


Generally, the audit findings can be assessed if the auditor know the expectations of a certain action/activity and take into account the perspective of improving the efficiency and effectiveness. This supposes to confirm arguments and assessments by consulting experts, specialists and even researchers of by comparing and analysing the cause and the effect.


Thus, when analysing data and information obtain from an interview, the main concern is to select what was discussed on different categories of matters. The auditors will try to identify common parts of the information; the issues that have a common characteristic, and will made the necessary clarifications.


By studying the documents of the entities and especially those related to a certain programme or activity, the auditors try to collect descriptive information and results of analysis performed inside the audited entities. 


There are many ways to analyse collected date, but two of them are more fervently used. 


a) Comparative analysis (Benchmarking)


This analysis is a process of comparing methods, process, procedures, prices of products and services of an entity with those of other entities, from the same class of performance. 

Comparative analysis are usually used to:

· - identify ways to improve performances;

· - analyse the trends evolution;

· - increase the reliability of audit recommendations.


Auditors may also compare subjects which operate well and those which operate not so well compare two or more issues and an overview of the activity of the entity and even a comparison between similar activities of entities from different countries. 


b) Analysis „before and after”


In a study „before and after” the existing situation before starting the audited programme /activity is compared with the situations after implementing the programme or end certain activities. 


Thus, a simple study „before and after” is performed by comparing the results of a set of measures applied on a segment (sample) of the audited programme/activity, before it starts, with the results of the same set of measures, applied on the same segment (sample), after a period long enough from the beginning of the programme. 


The impact is assessed by comparing evaluations of performance indices afferent to these two stages.


7.3.2.1. Statistical techniques for analysing information 


Generally, the analysis of data and information is a logic creative process, which includes both objective reasonable issues and subjective issues (unreasonable). Therefore the use of professional reasoning of auditors is essential in the correct assessment of the general situation of the audited programme or activity. The auditors must to apply several times techniques of quantitative analysis.


We describe here two of the most used quantitative techniques (of analysis). 


a) Descriptive statistics used to understand the distribution of data and information


Usually the statistic techniques through used to study the data distribution can be basic instruments in analysis of an audit process. 


A distribution of data can be expressed as a graphic, which illustrates all values of a variable.


In practice there are used three basic coordinates for data distribution, i.e.:

· - the data level (first, second, third etc.);

· - the distribution of data (minimal and maximal values, chains, etc.);

· - the data presentation, which can be normal, linear of combined distribution.


The distribution is often used to:

· identify the level, the degree and the form of data development;

· to state if a variable of performance comply or not with the audit criteria;

· to interpret the probable distribution of risk assessment;

· to assess the degree of representatively of a sample extracted from a population.



	Assessing the level of correlation of the variables 
	         b) The analysis of regressions


This analysis is used to assess the level of correlation of variables and is fervently used to: 

· test the relationship supposed to be true;

· identify the connections between variables which have a causal relationship and to explain their impact;

· to identify unusual situations when stated (expected) values are trespassed;

· to make prognosis on the evolution of values in time.



	
	7.3.2.2. The analytic methods used in analysing data and information 

In performance audit there is a large range of approaches or analytical models used in analysing data. The problems of economy, efficiency and effectiveness can be assessed by various analyses and thus due mainly to the complexity of relations cause – effect, which supposes a combination of a large number of variables. 


Therefore the research methods and the approaches of analysis must be carefully selected and adapted to each situation. This supposes that each problem is separately analysed by taking into account the evolution of its conditions. 


There are several types of approaches, but the most used are : 


a) The analysis of the achievement of objectives 

It is used mainly to evaluate whether the stated objectives were achieved, and to identify those factors that leaded to their faster of slower achievement.


Any deviation from the good carrying out of a programme or activity can be stated by reporting the results and impacts to objectives and requirements set out. 


In performance audit the auditors use studies on objectives achievement when these are clearly defined and their achievement is a goals of the entity’s management. Those can become an important instrument of the leadership, where there is not enough knowledge about the effects of an activity.


The analysis of results compared to the objectives set out can give an image on the way in which these objectives were achieved. Therefore, the obtained results cannot be an acceptable mean for the complete assessment of a programme or activity and it is necessary to collate those with the results of other analytical methods solution 
The obtained results cannot be evidence. 



	Relations between costs and stated benefits 
	         b) Analysis cost-benefit


This analysis is performed by studying the relationships between present real costs and the benefit obtained. These studies are usually performed by expressing costs and benefit in currency units.


The purpose of the cost-benefit analysis is to evaluate whether the incomes of an entity, programme or activity are higher than the costs and attain the planned level. 


The analyses is used to:

· obtain the assurance that the analysis performed inside the entity comply with the professional standards;

· compare costs and benefits when both are known or can be assessed; 

· compare alternative costs when the prediction is that the expected benefits will be constant.

Appropriately performed, the cost-benefit analysis must take into consideration not only the conditions and apparent benefits, generally easy to measure, but those related to the environment protection. 



	Relation between costs, projects and results expressed in costs per  unit of results 
	c) Analysis cost-effectiveness

The analysis cost-effectiveness is performed on the relations between project costs and the results expressed in cost on unit of obtained result. While the cost-benefit analysis allow auditors to compare the economic efficiency of programmes/activities, the cost-efficiency analysis focuses on the most advantageous means to achieve the stated objectives with a maximal level of allocated expenditures. 


Unlike the analysis cost-benefit, where cost and benefit are expressed in currency units, in cost-efficiency analysis the components, i.e. costs, benefits and outcomes are rather expressed in physical units. 

Example 1:

There was found out that 20% of unemployed find jobs by participating to training programmes which the mean cost is of 1000 Euro/person and that 50% of them obtain permanent jobs by participating to programme with a means cost 2000 Euro/person.

Example 2: 

There was founded out that in the country X, training programmes which lead 30 % of participants top obtain permanent jobs cost meanly 1350 euro/person and in the Y similar results were obtained of a mean expenditure of 1750 euro/person. 



	
	7.3.2.3. Analysing causes and effects 

After summarising and analysing audit evidence, the auditors will start their interpretation through a procedure that supposes to take into consideration four main elements:

· criteria: What should be? – The criterion might be set out in the law or regulations or according to the best practices in the field and usually represent what the entity was trying to achieve (to obtain);

· condition: what is, i.e. the entity’s activity, outputs and/or 
      effects  ?

	Studying the causes 
	After identifying causes and effects, the auditors may use a process-effect matrix to understand how a certain process determines and influences the effect. 

This activity may be carried out by using a matrix  as follows:

· to describe audit evidence which sustain that the effect is induced or influenced by the process;

· to describe audit evidence which not sustain that the effect is determinate or influenced by the process;

· to test relations process-effect, in case of audit evidence which generate doubts. 

If for a relation process-effect there are not audit evidence, not space is not completed. 

Process
Outcome
Invited tenders?

Appointed a project manager?

- Was the contract delivered on time?

Where it did not, the contracting was late.

The entity invited tenders and the auction, i.e. the contracting was on time. 

The entity appointed the project manager in time. 

The entity did not appoint a project manager. 

The product met the quality standards approved by the entity.

Whether in the specification were indicated quality requirements/needs. 

Whether the entity has not clarified the quality requirements. 

After that there are identified possible differences between conditions and criteria, by analysing causes at 4 levels Thus the auditors find out whether:

At individual level 

· Incompetent, careless staff;
· Unmotivated staff. 
At work group level 

· Poor supervision;

· Little review.

At organisation level 

· Uninterested leadership; 

· Weak recruitment process;

· Inadequate training. 

At environmental level 

· Complex laws;

· Inadequate resources (salaries, time allocated).



	Studying important effects, and the relation cause-effect.


	The auditors must identify and analyse the most important effects, which will compare to costs and benefits of programmes of with other unintended effects. In practice, if the auditor finds out that the cause and the effect appears recurrently while implementing a process or carrying out an activity, we can phrase a conclusion. 

Several times findings can refer to the effects of purchasing some expensive products or technologies or to granting some unproductive incentives. 

There can also be important findings related to the lack of inefficiency of internal controls, the management uninterested in developing some programme or in making some decisions. Usually, one or more findings can sustain one conclusion, and one or more conclusions ground a recommendation. If auditors find out that the cause and the effect are recurrent, they must formulate conclusions and recommendations. Generally, the findings sustain conclusions, and one or more conclusions are the basis to formulate a recommendation. 



	Confirmation that the audit was carried out according to the standards on performance audit 

A basis to provide the audit quality control 


	           7.4. Documentation 

           The auditors have to appropriately document audit evidence (the results of the analysis) in order to sustain conclusions and to confirm that the audit was performed according to the standards of performance audit.


An appropriate documentation is important if we take into account that it:

· confirms and sustain auditors conclusions and recommendations; 

· increases the audit efficiency and effectiveness;

· serves as source of information in the stage of drawing up reports and can give answers to any questions of the audited entity or of thirds;

· serves as evidence of the audit compliance with auditing standards in force;

· contribute to the auditor training;

· sustains and sometimes provides defence evidence in case of litigates, actions;

· assure the recording of the activity carried out for further references;

· facilitates the control activity and assure the audit quality. 


A detailed and strict documentation is a premise to maintain an acceptable level of auditing, if the following considerations are taken into account:

· It is necessary to exist an appropriate, defensive basis for the audit opinions expressed in the report;

· Allows the auditors to more consistently explain to the legislator the findings resulted from the performed audit;

· Ensure an effective connection between successive audits;

· Provides a basis for the audit quality control.



	Relevant documents drafted during the audit process 

Connection between the activity in situ and the reporting activity 

Provide the secure management of audits 
	7.4.1. Working  documents 

The working documents are all relevant documents drafted during the audit process. Generally, working documents register the planning of audit, the type, optimal moment and the extension of audit procedures and the conclusions phrased on the base on audit evidence.

In performance audit working document must be organised in three sections, i.e.: planning, execution and reporting.


Working document ensure a connection between the activity of documentation in situ and the reporting and usually include accumulated audit evidence, starting from which the auditors perform analysis and phrase findings and recommendations. 


Working documents well organised and structured facilitate the documentation process and contribute to plan and efficiently conduct individual audits and generally all audit tasks.


 These documents also create conditions for supervising and verifying the audit activities.


The auditors can use specific procedures in order to ensure work documents and to maintain their confidentiality.

	
	

	Complete and accurate 

Clear and concise  

Using standard formats 

Carefully presented and easy to read 

Relevant 

Organised and presented in a logic structure  

Coded to facilitate the access 
	       7.4.2. Characteristics of working documents 


Working documents must be as clear and complete as possible, taking into account the fact that there are the base for findings, conclusions and recommendations and can prove the manner and the scope of the analysis performed. 


Working documents must be as clear and concise as possible to allow to any persons who uses them to understand the type and the scope of the activity carried out and the conclusions. Usually they contain a summary, an alphabetical index and references to consult.


Standard formats, conceived by using databases and the Word text treatment will be used to draw up working documents.


The auditors must spend permanent care to offer accurate and readable working documents, because these are used to draw up the report. If working documents are unreadable and are not accurate, the report drawing up will be more restrictive and the audit evidence will loose their value.


The information highlighted in documents must concern only material/essential issues of the problems, to pertinent and useful in order to achieve the audit objectives. 

Working documents must be organised and presented in a logic structure. In this purpose, a logic index must be implemented, which made those easy to follow. The alphabetical index and their periodic fulfilment promote an efficiency of reference system, which helps to avoid the repeated inscription in the document of data and information.

           The documents that include audit evidence, which will sustain the conclusions and recommendations of the audit report, must be coded in order to facilitate their access.


If working documents have the characteristics mentioned above, they will facilitate the activity of supervising and assurance of audit quality.


In conclusion, a set of working documents is considered as appropriate if it is enough complete/coverer and detailed to allow to proficient auditor, who did not participate to the audit action, to confirm on the basis of the documentation that the activity carried out sustains the audit conclusions. 



	
	         7.5. Consulting  audited entities

         During the carrying out of the complete study it is necessary that the auditors initiate collaboration relationships with the audited entities and other interested parties. It is important that they initiate and maintain these relationships at all levels in order to earn the confidence of decision makers and to obtain the support necessary to well performing the audit.


In this context, involving the account advisors, directors and chief of units that make visit to the audited entities, coordinate and supervise the auditing process becomes a necessity. 


The teams of auditors involved in performance auditing must identify the key personnel inside the audited entities with which they have to maintain a permanent connection during all auditing, acknowledging that any contact give the opportunity to discuss the approach of important problems. 


During the execution stages, the auditors will take into account the followings:

· to exist a confirmation, for the audited entity, concerning the fact that the study continue and in what stage is it;

·  to organise periodical meetings both with the audited entity and with other interested parties, in order to present an information about the progresses made during the study;

·  the present methods and techniques used in performing the study.

We must mention that the understanding of what the assessment is about and what are the audit expectations both by the audited entity and by other interested parties is very important. 



	
	7.6. Reviewing the evidence 

The director and the team leaders will analyse whether the plan of collecting audit evidence has been achieved, whether answers were obtained to all study questions and whether the results were well documented. They will approve the documents analysed. 




	

	
	Every performance audit mission should culminate in drawing up a report.

The reports of performance audit are the main way to offer to the Parliament independent information, solutions and assurances concerning the economy, efficiency and effectiveness of public funds use by the audited entities, (even if it refers to past events), because by key messages can give a vision of the future. In this context, it is important that the information of reports be clear and documented.  To draw up the audit report, the auditors draft in the first stage a plan of the report. On the basis of this plan the auditor will write the report, and edit it.  

8.1. Outlining the report 



	Working in team 

Report content 

The explanation of the relationship between the audit objectives, criteria, findings and conclusions

Recommendations will be formulated only if there were identified efficient and possible reparations

To be objective and correct 

Information must be recent or updated, logically presented by specifying the sources and the methods of collection and analyse. 


	Drawing up the report involves observing a concise structure, which summarise the audit evidence gathered and the conclusions. A team of auditors involved in evidence collection and leadership concerned with the content work together to elaborate the report structure. In certain cases other auditors such as financial auditors are involved who know about the analysed problems.

          Performance audit reports generally include the following elements:

· report titre;

· the syntactical presentation of the context of development of activities submitted to the auditing, including the institutional context;

· the objectives of the activity of the audited entity and the analysis of the perspective analysis related on efficiency, effectiveness and economy, details necessary in view to support the audit objectives;

· the description of methodologies used in collecting and analysing audit evidence, by précising their sources;

· the criteria used to assess performance;

· the audit findings considered relevant for the report consignees and users;

· the conclusions on the audit objectives;

· the recommendations, logically based on the conclusions.

The relation between the audit objectives, criteria, findings and conclusions must be complete and testable. The report must show in detail this relation, and if the auditor assigned relatively different ratios to the different audit criteria, this must be clearly explained, in order to allow the user to understand the report and accept the conclusions. 

If the report includes recommendations, these must be done only if the auditor has identified possible and effective remedies for malfunctions found. The recommendations must not detail implementation which is the responsibility of the entity’s management. Auditors nevertheless indicate the main directions of the recommended changes, possibly highlighting implementation costs. It is also necessary to clearly mention the person responsible for the identified failures and eventually, the one who should be responsible for remedying them.

         Performance audit reports must be objectives and correct and, for this purpose, they should meet the following characteristics: 

· to separately present conclusions and recommendations;

· to present facts in neutral terms;

· to include the relevant findings;

· to be constructive by also presenting the positive findings.

         Also, the drawing up of performance audit reports should take into account the following aspects:

· including in the report the most recent information and, if it refers to costs of previous years, these must be expresses in updated values;

· the complex events must be presented in their chronological succession;

· the report annexes should also include the sources of audit evidence, the names of external advisors or experts and the techniques and procedures used in order to analyse information that underlay the report.

	Decision on the audit report users 
	The auditors draw up reports for the users that are intended to and not for the leadership of their institution. It is necessary to clarify the addressee of the report before writing it. 

Usually, the auditors report to Parliament and for this reason write for an intelligent but not expert reader. As result, in the stage of report planning and drawing up it is necessary to take into account the reader that it is intended for.

	Develop a  logic argument
	The report is not a summary of working documents, or is the answers to each of the study questions. They are a logical argument for action and contain only what is necessary for the reader to know to understand the argument. The inductive method is used to structure the reports (methods that analyses event from specific to general). Each level of the logic pyramid puts a question (usually „why”?), which receives and answer at he next level.

	Approaching the debates technique to draw up the argument 
	A technique of debates may be used to prepare the outline of a report. Team members start by imaging what they would say to an invitee to a debate if asked to summarise the study findings in two sentences.
The auditors prepare them self for this „debate” starting from the answers of the questions and by making a brief description of audit evidence that supports answer to the lowest level questions.

	Setting up the main messages of the audit report 

The main messages refer to important effects that are the result of massing several minor effects 
	In the debate, the team decides which is the main message and which are the other messages of the report. This involves often synthesising several messages in one. The main message is supported by messages at a low level. The messages represent brief evaluative assertions that form a logical hierarchy. The audit evidence is the lowest level in this hierarchy.

The main messages refer to important effects, or collate several minor effects. The auditors take into account by whom report is addressed (the report’s reader) in order to decide whether their messages are enough important to be reported. For example, the level of information included in a report toward the Parliament is higher than the level of information included in a report toward the entity. The messages do not mention visible aspects, such as „The personnel having attribution on financial administration needs knowledge about regulation in the financial-accounting field”.

	The main message is divided in secondary assertions 

After debating the report is drafted, including assertions that form a logic argument and the summary of audit evidence 
	During the debate the study questions are divided in secondary questions, from up to down, based on the answers and not on questions. The auditors verify whether the answer is strict and logic. The auditors must assure that the sub-assertions not superpose and are sufficient to support the assertion at a higher level. They must also verify whether the number of sub-assertions for each section if not to large.

After this meeting, which can take 2-3 hours, a member of the team prepares a draft of the outline. This will include the assertions forming a logical argument and a summary of audit evidence that will support the messages and recommendations. Usually, the auditors organise at least one further meeting in order to revise the report plan and to verify that it is logical and precise.

	Setting up recommendations, respectively actions intended to the source of the problems 

Estimate the cost and time to repair the problems are 


	In elaborating the report outline, the auditors also consider the recommendations they will make. The recommendations are relate to the causes that generate the problems. Being that an analyse can be done about the influence of certain causes on the difference between „what is” and „what could be”, the auditors will recommend actions directed to the source of the problems. The goal of the auditors is to formulate useful recommendations. 

The auditors recommendations must be precise, in this way they establish what must be done (concerning the causes), why it must be done (concerning the effects), where, how, when and who should carry it out. Being specific helps the audited entity and allows the auditors to monitor whether the entity has acted. Generally, the recommendations do not refer to the way in which a new system will be developed, but the way to improve the system, and clearly state the objectives of the change. If there is a clear solution for the problem found, this is recommended and the alternative solutions, if there are mentioned and the advantages and disadvantages of each are discussed.

The auditors recommendations must take into consideration all financial, legal and practical factors which could prevent implementation. The auditors may consider why the managers had not solved previously the problems and which is the impact of their reparation on other sectors of the audited entity activity. The cost and the time to repair the problems are also assessed. Besides recommending to the entity to observe the legislation, the auditors confirm the consequences of the malfunctions and often quantify them. They also judge their reaction if as managers receiving the respective recommendation. If the report is submitted to the Parliament, the auditors may recommend a modification of the legislation such as simplifying certain laws that are difficult to apply.

	Revise the draft of report plan 

Verify whether audit evidence are consistent and their source is reliable 
	        The account advisor together with the director will revise in detail the report plan. They assess if the respective conclusions are significant taking into account the addressee of the report, and may suggest changes if the audit highlights weaknesses of procedure, which do not have much impact on society. They also evaluate if the report must be submitted to the Parliament or if it must presented only to the entity and verify the logic of assertion hierarchy.

In this way they can ask, if necessary, the opinion of a person not involved in the audit but competent to decide if evidence that support findings, conclusions and recommendations are sufficient, relevant and consistent. The revisers evaluate, for example, if the audit evidence may be considered as single events, whether they are complete, if the sample chosen is representative and if the source of information is reliable. They also must decide carefully about the presentation of the evidence obtained based on one source, of the oral not verified sources or those from two or more sources that are not consistent. They verify whether there is consistent audit evidence for controversial or surprising conclusions.

	The report plan is discussed with the audited entity 
	The report plan is discussed with the audited entity. The discussion focuses on the conclusions and evidence sustained. The auditors may modify the conclusions as a result of this discussion if, for instance, the audited entity can give new audit evidence. The report plan may be revised and redrafted if new audit evidence has direct effect on the findings. In this case, the new report plan will be discussed again with the audited entity.



	Stating objectives 

Attention assigned to the formulation of titre 
	8.2. Writing the report 

Before writing up the reports, the auditors clarify what they aim to achieve. Usually, the reports are drafted in order to take necessary measures for the reparation of weaknesses found. In this case the objective may be formulated as follows: „As result of reading this report the readers will...” or the objectives could be presented as follows: „As result of this report, the ministry will accept that the project carried out was not effective because the reasons were not clearly understood...”. The objectives will be formulated as exactly as possible.

The reports must contain an introduction and recommendations on the actions to carry out.

Readers usually pay most attention to the titles of chapters, sections, graphics and the executive summary.  Thus we consider that these are the most important parts of the audit and we start by considering how to ensure that they express the main messages and achieve the audit objectives.  



	Stating titres for the future chapters 

Verbs will be used in formulating of titres. 


	Usually, the assertions included in the plan are used as titles for the report chapters and sections. 

Example:

Titres and subtitles evaluative for the report 

Main titre 

The Ministry of Public Finance could take more efficient measures to collect incomes to public budget. 

Subtitle 1

The Ministry of Public Finances could assure a more strict and certain collection of budgetary incomes.

Subtitle 2

The Ministry of Public Finances needs to collect more income.

The auditors must be careful in formulating titres, because these influence the tone of the reports drawn up. To be sure that these are specific and informative it is advisable to use verbs.

Types of titres – exemples *
Titre
Commets

1.Incomes of the National Office of Medical Insurance.
It used nouns, but the conclusion is not indicated.

It used nouns, but the conclusion is not indicated.

2. Using incomes of National Insurance Medical Office. 
It is used a verb noun, which is more appropriate.

It is used a verb noun, which is more appropriate.

3. The payments made by the National Office of Medical Insurance to the pharmacies are under the level of contracts signed and have as result an over evaluation of savings.
A short sentence that presents the conclusions of the section. It is informative but neutral. The ton is high but not incriminating.

4. National Office of I Medical Insurance over evaluated the incomes from interests without taking  into account the official rate recommended by the Treasury.
There is a short, precise and effective sentence, which gives information. It contains more information that the previous one, because it mentions those responsible. 



	Stating the way to use graphics and diagrams 

 
	The auditors decide how to use report graphics and diagrams. Graphics and diagrams are mainly used to highlight and clarify important messages. The graphic is clear if its message can be expressed in a short sentence. Usually, this sentence is included in the report, near the graphic or as subtitle or note. Sometimes we use graphics or diagrams to present complex information simply. For example, the diagram may be used to illustrate how the entity and its clients or suppliers are related, or to present the organisation structure. 



	Graphic „diagram with bars”
	Example

Incidents that leads to complaint addressed to the police 

About 25% of complaints are related to incidents arrived near public places.
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	         Generally, there are used graphics with vertical bars to show trends in time or ratios and graphics with horizontal bars, when longer explanations are necessary. Usually, the bars are arranged depending on dimension and do not contain values. Is values are important there are used tables.



	Graphics having a radial structure 
	        The auditors use graphics with radial structure to show the percents dimension of components in a whole. Graphics with radial structure should usually contain 6 elements, but a smaller number is preferred. The segments are disposed depending on dimension, the larger part being placed on left side because most

of readers look from left to right. For the most important segment the darkness colour is used.
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	„Linear” graphics
	„Linear” graphics are used to illustrate the evolution in time of variables. Many times the variables have a common staring point in order to highlight the relative changes in time. 

Example

Evolution in time of grants, costs and incomes 

When the income decreases, the grants increase 
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	Diagrams „by points”
	The „diagram with points” may be used by the auditor to illustrate the relation between two variables, especially when these are placed outside the normal limits (extremes).



	
	Example

Relation between income and entity dimension 

In entity X the income was lower that the expected one 
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	Tables 
	If digits are important, tables are used instead of graphics. Usually digits are rounded to facilitate the observance of their level, and they are also disposed taking into account the most important column, in increasing or decreasing order.

	
	Areas

Penalties for late cash in for not paying of VAT in term 

VAT in bil.lei

Districts of south-east 

350

950

Districts of north-west 

250

910

Districts of south-west 

210

830

Districts of north-east 

240

810



	Diagrams
	          The auditors may use diagrams to illustrate the structure of organisations or process. 

          In report draft there are used images („clipart”), and in its final version, which will be published, there are always used photos. Generally, the main idea is placed on left side and the „aldine” font is used for highlighting.

	Text concision, accuracy and clarity 
	In order to provide enough information and to not loose the essential, the report must be drawn up in a explicit and synthetic form, by using specific, usual words included in short sentences with one main idea. The report has mainly the role to communicate and not to impress. 

Acronyms are rarely used and only if they were explained. Action verbs and fewer nouns are used to describe the activities.

The active voice is used take into account that 80-90% of verbs must be dynamic. The passive voice may be used if we want to use a less aggressive ton or when the responsible for the actions described is not known.

The pronoun “we:” at fist person plural is used with avoiding nominalizations.



	Nominalization
	Nominalizations

There is preferred 

We had a discussion about this problem. 

The report made reference to personnel reductions. 

The decision was taken by the leadership. 

The implementation of the policy was performed by a team.
We discussed the problem. 

The report referred to reduction of personnel. 

The leadership decided .

A team has implemented the policy. 

Generally, there are used markers, which unlike letters and numbers, point out each line without being necessary to provide the reader with additional information’s. The important texts can be highlighted by using them in a marked space (shadow) or underlined outside the text.



	Recommendation of measures 
	The recommendations must be consistent, highlighting their connection with audit evidence. Generally, the auditors refer to any action of the entity carried out or stated and intended to repair the respective malfunction. The connections with findings are expressed by: „to react to the additional cost of programmes, the audited entity should...”



	
	There is avoided ambiguous and evasive language such as: „There should be taken into account …”. If during performance audit, the entity repairs the aspects founded, the auditors will mention in a report this findings, without make recommendations.

	Introduction 
	The reports will contain a brief introduction, that allow to the reader to understand the reason of drawing up the study and was there were chosen their respective questions. The introduction will also include the main questions and the mode of collecting audit evidence. The details on the mode of collecting audit evidence can be included in an annex. There will be also presented the organisation and functioning of the audited entity, general objectives, functions costs, the number of personnel and whether it has reports to other entities or whether other entities report toward it. 



	Choosing the tone
	The auditors propose from the beginning a certain ton that they will keep in all report. A neutral tone is recommended to be used.

	
	Neutral – I take into consideration.... We suppose that they cannot … Being affected by …
Critical – Confront to … It is affected by …It has no intention to …


	
	8.3. Editing the report 

The audit report is always read with criticism and, if possible, few days after writing. An auditor who was not involved in report drawing up can participate.

	
	In order to identify the possible errors of drawing up or printing, the text must be carefully collated starting from first versions. The final version is read several times and, each time, a certain type of errors is searched. In this activity are involved many auditors and at least a person who did not participate in audit report drawing up.

The errors of drawing up are followed, including 
the punctuation, editing problems (different fonts, different dimensions etc.), absence of text, unreadable text, wrong ordering (paragraph, pages and food notes) and orthographic errors. 



	
	8.4. Reviewing the report  

The account advisor and the director analyse the quality of the audit report. They verify whether the report plan was observed and survey the ton, by evaluating whether it is correct and balanced and the performance quality is presented in the appropriate context. The auditors must evaluate and take into consideration the reaction of the audited entity about the findings, conclusions and recommendations set up. The leadership of the institution will establish whether the version of the audit report complies with the standards and it can be published. There are verified its clarity, concision and consistency.






	

	

	
	9.1. Clearing and agreeing the report 

This activity is in fact a consultation of the audited entity on the findings and conclusions and on their presentation in the report. 

In order to carry out, clarify and obtain and accord the following steps must be pursued:

· to appoint meeting with the audited entity;

· to present the report project;

· to include in the report the opinion of the audited entity. 

	Sending the report project 
	The report content will be discussed with the audited entity at a date mutually agreed. To have this discussion having as main purpose to discuss findings and conclusions, the report project will be previously send to the audited entity. 

The report presentation must be carefully done in order to avoid differences of opinion. In such situation those paragraphs or sentences that the auditors consider incommode for the entity will be eliminated of the report. 

	The entity opinion is taken into consideration 
	During the discussions the entity opinions will be taken into account and if there are relevant and documented, the report may be amended. 



	The differences of opinion will be motivated in the report 
	However if certain differences of opinion cannot be solved by the accord, the motivations that encumber their resolution will be clearly explained in the report. The report must also be presented from the point of view of the audited entity, concerning these differences of opinion unsolved. 

	
	

	
	9.2. Publishing the report 

After finalizing the report and its approval by the leadership of the Court of Accounts, it will be send to be published in appropriate form and it will be distributed to the addressees, other institutions, to concerned persons and to the media. The auditors will draft for it a publishing plan which will include the following topics:

· establishing the report addresses;

· organising a press conference;

· stating the term of publishing. 

	
	9.2.1. Report addressees 

Usually the report will be distributed as follows:

· The Official Gazette;

· The Special Commission of the Parliament;

· The Executive;

· The Ministry of Finances;

· The audited entities;

· Thirds concerned (public institutions).

	
	9.2.2. Press conferences 

The organisation of a press conference in order to present the audit report has as purpose: the maintain and improve the transparency and affirm the independency and objectivity of the Court of Accounts and of its prestige. 

By presenting the reports in a press conference the auditors mean to obtain the publishing of papers that highlight the authority and the reliability of the Court of Accounts and at the same time to avoid the suspicion on the existence of possible concealments of data. These papers may also contribute to increase the concern of the deputies and of public in general about the problems signalled in the report.

	
	

	
	9.3.The Special Committee of the Parliament 



	
	           This Committee receives the reports and select those, which will be submitted to the parliamentary debates.


Before every parliamentary debates, the Court of Accounts i.e. the Unit that carry out performance auditing, presents written information as synopsis of problems about the respective report. 


After the report analysis and the related parliamentary debates, the Committee drafts its own report containing conclusions and recommendations.  The report of the Special Committee of the Parliament is presented toward the Executive. 



	
	          9.4. The Executive´s  answer 


The Ministry of Finances together with the audited entities, formulate the answer of the Executive toward the Special Commission of the Parliament as a minute. 


In this minute there are presented the Commission recommendations and the measures adopted for their implementation. For certain measures that needs a longer period of implementation, there is mentioned the stage achieved in the moment of drafting the minute. 


If certain recommendations are not accepted, a written motivation or a point of view about this fact must be presented.


The practice of proficient institutions in performance audit highlighted the fact that the most of recommendations included in the audit reports are accepted, the minute does not contain always firm, objective and clear answers – there will be taken into account, there will be followed, there will be applied measures etc.). The law does not provides the compulsoriness of observing recommendations, but if the report was agreed with the audited entity, was debated in the Parliament and published, there are real chances that those be implemented. 



	
	          9.5. Following up the impact of the report 


The Court of Account must perform an annual checking of the manner in which the recommendations were implemented.


For this purpose it must contact the audited entities, respectively key persons, who have responsibilities in implementing of recommendations. 

          The auditors periodically (yearly) survey the achievement of the recommendations or at least in before planning the nest audit, in order to assess their impact on the audited activity. Thus, there are performed:

· the quantifiable financial impact in terms of savings obtained by improving the indices of economy, efficiency and effectiveness 
as result of implementing the recommendations;

· the not quantifiable impact – by reducing waiting times related to the different medical services, for instance.

· the impact on the management quality. 

          After these analyses, depending on the conclusion on the implementation of recommendations, the auditors decide to draw up reports about the application of the recommendations. It will be  included, also the negative impact, if, by implementing the recommendations the result was not the expected one. 







	

	The audit reports are revised after three months 
	         In practice of audit institutions, the reports published and submitted toward the Parliament, are revised after a period of three months from the publishing. This activity supposes to obtain the point of view of the audited entity, of experts and academics (research institutes) and of the team that performed the study in order to identify the opportunities which could improve the quality of the audit process and increase their impact, by thus creating the grounds necessary to reinforce the reputation and the prestige of the Court of Accounts. 

   The director of the unit that carry out performance audits collects the different points of view and opinions. He summarise and analyses them and formulate conclusions, which will be presented in a report by the leadership of the Court of Accounts. This report will contain in annex the obtained point of view. 

He also will centralise the issues deducted from the quality control of all audits performed during one year and will highlight the opportunities to improve the audit process in general and especially the reports.

	Obtaining the entity point of view 
	The point of view of the audited entity can be obtained by using the questionnaire methods, which supposes to formulate questions concerning the following issues of the audit: 

· Did the study include all relevant aspects of the audited matter?

· Did the entity take measures to implement the recommendations?

· Were the methods of obtaining audit evidence appropriate and was the entity consulted about choosing them?

· Did the audit team permanently inform the audited entity about the development of the audit?

· Did the auditors proved proficiency in carrying out the audit and in maintaining a favourable climate for its development?

· Did the report project present the findings, conclusions and recommendations of the audit by referring to real facts?

· Was the entity point of view taken into consideration during the all process of auditing?

· Do they appreciate the quality of the audit report?

· Have they suggestions about improving the auditor activity?

	Assessment of the report by experts 
	The audit report has been assessed by a team of experts on writing, the relevance of summary, graphics and diagrams, the clarity of the context, the opportunity of questions and criteria and the efficiency, the effectiveness of the methods of research. 

	
	The team of assessors have also observe whether:

· the conclusions are balanced and sustained by competent, sufficient and reasonable evidence;

· the recommendations are based on an appropriate motivation and it allows to take measures that leads to the performance improvement;

· the study achieved the proposed objectives;

· the Court of Accounts maintained and consolidated its prestige. 

	Analysis of the study by the team who perform it
	The activity of quality control supposes that after obtaining the point of view of the entity and the opinion of experts, the team that performed the audit collate and revise the study in the context of the obtained point of view. 

In this occasion, the team will evaluate whether the study was useful to the Parliament and the media were concerned with it. As result of this analysis, the team members will highlight both positive and negative aspects of the audit process. We have to mention that the good experience accumulated can be shared with other auditors in seminaries.

The constructive aspect of the analysis supposes to identify the failures, to create the basis for the training needs and to take preventive measures. 


Glossary 

	Auditee
	Entity, programme, activity or operation submitted to the audit of the Supreme Audit Institution



	Audit evidence
	The information obtained by the auditor representing the basis to support the conclusions included in the auditor’s report. The audit evidence should be:

Competent: the information that is quantitatively sufficient and pertinent for obtaining the audit results, qualitatively unbiased to offer reliability and assurance. 

Relevant: the pertinent information related to the audit objectives that consistently supports the findings. 

Reasonable: the information that is economic, efficient and effective as far as the as far as the obtaining costs is concerned. 



	Audit mandate 
	The auditing responsibilities, attributions and duties assigned to the Supreme Audit Institution by Constitution or other normative documents. 



	Audit objective 
	A precise statement of what the audit intends to accomplish and/or the question the audit will answer to. 



	Audit procedures 
	The test, instructions and details that should be performed systematically and reasonably. 

	Audit scope
	The framework or limits and subjects of the audit. 



	Audit standards
	The audit standards provide a minimal orientation for the auditor and help him to determine the stages and the extent of the audit procedures. They represent the assessment criteria for the quality of the audit results. 



	Economy
	Minimising the cost of resources used for an entity, while having regard to quality. 



	Efficiency 
	The relationship between the output and the cost of resources used to obtain them.



	Effectiveness
	The degree of achievement of stated objectives of an activity and relation between the intended impact and the actual impact of an activity.



	Findings, conclusions and recommendations 
	Findings are specific issues identified by the auditors to satisfy the audit objectives. 

Conclusions are statements deduced by the auditors from the findings of the audit.

Recommendations are courses of actions suggested by the auditor relating to the audit objectives. 



	Legislature
	The law making authority of a country, for example the Parliament.



	Performance Audit 
	The independent analysis of the economy, efficiency and effectiveness with which an entity, programme, activity or operation functions. 



	Public responsibility
	The obligations of individuals or entities, including the public institutions and authorities administrating public funds and carrying out governmental programmes, to repost about the way of their fulfilment. 



	The Supreme Audit Institution 
	The public body of state which, however designated, constituted or organised, exercises by virtue of law the highest public auditing function of the State.

 

	Supervision
	An essential requirement of the audit, consisting of the analysis and control of the audit activity, including of the working documents, at all levels and during all the audit stages. 


External medium





Effectiveness





Efficiency





Economy





Results


( impact )





External


variables





Outputs





Actions





Inputs

















� EMBED PBrush ���





Grant


Costs


Income


























�A


�


�





PAGE  
36
The Romanian Court of Accounts                                             


_1124712415.xls
Chart2

		State buget

		Local buget

		Health and insurance found buget



7

13

80



Sheet1

		

		State buget		7

		Local buget		13

		Health and insurance found buget		80





Sheet1

		





Sheet2

		





Sheet3

		






_1125477594.xls
Diagramă2

		In family

		Quarrel between neighbours

		House breaking

		Sexual abuse

		Others

		During work hours

		Public places



5

10

13

20

20

25

30



Foaie1

				In family		Quarrel between neighbours		House breaking		Sexual abuse		Others		During work hours		Public places

				5		10		13		20		20		25		30





Foaie1

		0

		0

		0

		0

		0

		0

		0





Foaie2

		





Foaie3

		






_1130317477.xls
Chart4

		20		20

		40		40

		60		60

		80		80

		5.6		6.4



1

3

2

2

3

1

4

3



Sheet1

		20.000		1.00		3.00

		40.000		2.00		2.00

		60.000		3.00		1.00						20

		80.000		4.00		3.00						8

				5.6		6.4						-6





Sheet1

		0		0

		0		0

		0		0

		0		0



0

0

0

0

0

0

0

0



Sheet2

		0		0

		0		0

		0		0

		0		0

		0		0



0

0

0

0

0

0

0

0

0

0



Sheet3

		





		






_1126350686

_1124714933.xls
Chart3

		35551		35551		35551

		35916		35916		35916

		36281		36281		36281

		36647		36647		36647



Grant

Cost

Venit

0

0

0

10

-2

-18

20

0

-23

0

0

-6



Sheet1

				May-97		May-98		May-99		May-00

		Grant		0		10		20		0		20

		Cost		0		-2		gran		0		8

		Venit		0		-18		-23		-6		-6

								grant		Expenditure		Income





Sheet1

		Cost		Cost		Cost

		10		-2		-18

		20		0		-23

		0		0		-6



Grant

Cost

Venit

0

0

0



Sheet2

		





Sheet3

		






_1122452792.unknown

_1124612526.unknown

_1111390021.unknown

