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My Best Wishes for the Future

By Dr, Tassilo Broesigke, Secretary General of INTOSAI (1980-1992)

£
Dr. Tassilo Broesigke

On June 30th my period in office as president of the
Austrian Court of Audit will be over. As this will also mean the
end of my activities as Secretary General of INTOSAI, I should
now like to take my leave of you. I have been Secretary General
of this organization for twelve years and have in that time
witnessed a long and interesting development, which even a
very strict auditor could only regard as favorable.

We have seen a continuous growth in congress participa-
tion, and important basic documentation in the form of stan-
dards have been created for adoption at the next congress.
Together with the United Nations, training seminars have been
held, and regional organizations which are gaining increasing
importance have been established. The INTOSAI Journal is
published regularly in the five INTOSAI languages and the
editorial staff have successfully overcome all technical and
linguistic difficulties. New INTOS AT statutes will be adopted
at the Congress in Washington this October.

In sum, we may say that our organization, whose prime
objective is the exchange of experience, has learned to serve

this purpose more and more effectively and thus made a
significantcontribution to understanding among nations and to
helping the less favored among them.

Of course, one cannot claim that everything is in perfect
order, and we must continually strive for improvement. The
challenges confronting us are great. Public auditing is notonly
of special importance in the developing countries but also in
the countries of Eastern Europe, which need to build up a
modern system of auditing now that they have managed to free
themselves from communist rule. Improving public auditing
and control is a never-ending task, and overcoming language
barriers and standardizing technical terms are important parts
of this work.

It goes without saying that I cannot lay claim to all that has
been achieved in the twelve years of my association with
INTOSAI However, it gives me great gratification to be able
to say that I have taken part in it all.

I am fully aware that our success has been due to the
excellent way in which all parties have cooperated. And
because this cooperation has been so important, I should like
to take this opportunity to thank all the auditing authorities who
have contributed to our common cause, and above all those of
their staff members who, through their untiring work and
dedication, have helped make this success possible.

But my most special thanks go to the members of the
Governing Board and the Chairmen of INTOS Al in these past
twelve years. They have had a difficult job and have done it
excellently.

One of the main ingredients of INTOSAI’s success is the
fact that it has never let the internal problems of individual
countries or conflicts between its member states interfere with
its work, but has always concentrated on the task at hand,
namely, that of advancing the cause of public auditing. This is
a principle which should not be forgotten in years to come.

Lastly, let me give INTOSAI my best wishes for the future
and wish it great success in maintaining and strengthening its
role in the community of nations.
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News in Brief

Bangladesh

New Auditor General

The new Comptrollerand Auditor
General of Bangladesh is Mr.
Khondkar Moazzamuddin Hossain,
who assumed the position on March
7, 1992, Mr. Hossain holds advanced
academic degrees in the areas of Is-
lamic History and Culture from Dhaka
University.

Mr. Khondkar Moazzamuddin Hassain

Mr. Hossain brings over 30 years
of public service to the audit office,
serving most recently as Secretary of
the Ministry of Women’s Affairs. Pre-
vious senior positions include Addi-
tional Secretary of the Ministries of
Health and Family Welfare, Post and
Telecommunication, and Finance. Mr.
Hossain’s work at the Ministry of
Finance included responsibility for
relations with the World Bank, the
Internatiohal Monetary Fund, and the
Central Bank. From 1970-71 he served
as Deputy Comptroller and Auditor
General.

Barbados

New Auditor General

Mr. E. David Griffith was ap-
pointed Auditor General of Barbados
on April 1, 1992, by the Governor
General of Barbados in accordance
with the Constitution. Prior to his
appointment, Mr. Griffith served as
Accountant General for over 17 years,
during which time he was responsible
for managing and supervising all of
the government’s cash transactions
and accounting operations. Before
that, he held the post of Chief Ac-
countant in the Ministry of Finance
and Planning, where he performed
management auditing services for the
Ministry. Mr. Griffith’s public serv-
ice careers includes 36 years of serv-
ice.

Mr. E. David Griffith

Mr. Griffith is a fellow of the
Chartered Association of Certified
Accountants and is also a member of
the Institute of Chartered Account-
ants of Barbados. He succeeds Mr.
Lincoln Thomas who retired as Audi-
tor General earlier this year.

Mexico

State Auditors Meet

The Mexican National Associa-
tion of State Auditors celebrated its
sixth biannual congress from May 20-
22,1992, in Monterrey. The 31 dele-
gations represented Mexico’s 31
states, and met to discuss such topics
as auditing state and municipal ac-
counts, comprehensive auditing, and
auditing investment projects financed
with federal state and local funds.

The inaugural ceremony of the
congress was highlighted by the Presi-
dent of Mexico, Mr. Salinas de
Gortari, who was accompanied by the
Governor of the State of Nuevo Leon,
Mr. Socrates Rizzo and the Auditor
General of Mexico, Mr. Javier Cas-
tillo Ayala. Presentations by these
distinguished guests focused on ef-
forts being made at all levels of gov-
ernment to strengthen the supreme
auditing function as a basic compo-
nent to the wide ranging administra-
tive reforms being implemented un-
der the current government.

The congress also served as a
celebration for the establishment of
the state audit office of the state of
Nuevo Leon, the only Mexican state
that previously did not have such an
institution.

Norway

Annual Report to Parliament

The Office of the Auditor General
(OAG) of Norway has examined the
1990 public accounts, which encom-
pass the Government's and the Minis-
teries combined administration of
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public funds, including their supervi-
sion of subordinate institutions' mone-
tary dispositions. In the majority of
the Ministeries' areas of responsibil-
ity, the OAG has uncovered actions
taken which were inconsistent with
applicable laws, and so large in amount
that they warrant presentation to
Stortinget for action,

Some of the issues were repeats
from previous years, where adminis-
trative practices have not improved
sufficiently. This applied especially
to the armed forces where acquisi-
tions have not followed the Defense
regulation for procurements. The regu-
lation assumes free and open compe-
tition to the greatest extent possible.
A survey of practices 2-3 years ago
showed that competitive-bids proce-
dures were not adhered to. Documen-
tation supporting the choice of pur-
chase procedure and vendor selection
was also unsatisfactory. The OAG re-
viewed procurement procedures again

todetermine whether the procurement
regulation has been followed. The re-
sults of the investigation are clear; the
situation is poor when it comes to
adherence to the regulations and the
supervision of the the Ministry of
Defense.

A couple of years ago Norway's
State Railways started aspecial freight
project for transport to and from north-
ern Norway. The OAGraised the ques-
tion of profitability at that time, and
its viewpoint has been confirmed now
that the project has become a big
money-loser. On the basis of experi-
ence in the project, the board of direc-
tors in the entrprise proclaimed that
greater demands must be made with
respect to management's vigilance in
starting up projects of this sort and an
obligation to report large deviations
as soon as possible. The board also
stated that management must empha-
size planning, internal control and
review of projects.

Germany and China

Joint Seminar with China

On March 7, 1992, twenty senior
representatives of the supreme audit
institution of China arrived in Ger-
many to attend a 4-week seminar on
the fundamentals of the German gov-
ernment auditing system. The pur-
pose of the seminar, which was organ-
ized and funded under a German-
Chinese joint project, is to support the
training capabilities at the Nanjin
Training Center. The focus of the
lectures, workshops and discussion
groups was on issues related to finan-
cial audit of government agencies. In
addition, participants had the oppor-
tunity to visit a number of federal
states and cities in Germany, as well
as the Federal Court of Audit. An-
other German-Chinese seminar is
scheduled to take place in Nanjing in
the fall of 1992.

Participants in the German-Chinese audit seminar held at the Post-graduate School of Administrative Science in Speyer, Germany.
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Privatization inVenezuela

By Dr. Jose Ramon Medina, Comptroller General of Venezuela

The ongoing privatization of government enterprises in
several Latin American countries is part of a process of change
based on the implementation of neoliberal economic policies.
Itinvolvesreplanning the State’srole in economic activity and
the transfer of public assets to the private sector. This of
course, involves major financial transactions.

Privatization is the legal and administrative process of
implementing an economic policy of total or partial transfer of
the ownership of companies that by their nature or because of
their low profitability are inappropriate for the State to retain.
It also includes conceding specific economic activities to the
private sector without transferring ownership.

Planning during the 1970s involved governments assum-
ing aleadershiprole ineconomic and social development. This
was viewed as a process of global structural change to legiti-
mize the intervention of the state.

In accordance with this structuralist approach, emphasis
was placed on accelerating development by expanding ex-
ports, import substitution as an impetus to industrialization,
modernization of agriculture, international financial coopera-
tion, and economic integration aimed at achieving a Latin
American Common Market (ECLA).

This development model, supported primarily by ECLA,
the Alliance for Progress, and the Inter-American Develop-
ment Bank (IADB) encouraged governments in many Latin
American countries to assume therole of entrepreneuras a full,
majority, or minority shareholder and in association with
private capital. In many cases, these governments were en-
couraged to engage in activities contrary to sound economic
policy since they became involved with companies in financial
difficulty.

Background

The interference of the government in Venezuela’s econ-
omy started in the 1920s, when banks, airlines, telephone, and
shipping companies among others, were created or acquired.
Because of this, the decentralized sector of the Venezuelan
government comprises almost 500 entities.

In Venezuela, the nationalization of basic industries, such
as petroleum, natural gas, iron production, and the railways, is
particularly salient. In the case of the electricity sector and
basic heavy industry, in fact, the state assumed responsibility
for creating and operating the corresponding companies.

With the exception of the oil holding industry, the Caracas
metro, and a number of basic industries in the Guyana region,
government enterprises have been characterized by ineffi-
ciency and low productivity, resulting in subsidies, tax exemp-
tions, capital contributions, and incentives. This has required
the State to consider redefining its role in the economy and
delimit the participation of the pubic and private sectors.

In 1948, the Presidential Commission for State Reform
(COPRE) was created and redefined the role of the Venezuelan
state in a new economic strategy that included the policy of
“Rationalization of the Role of the State in the Production of
Goods and Services.” One of its courses of action includes
privatization.

Bases of Privatization

COPRE has promoted privatization, but its implementa-
tion was assigned to the Venezuelan Investment Fund. A
commission was created to formulate state policy so that public
assets and government enterprises could be transferred to the
private sector, with the participation of the private and social
sectors.

The privatization plan considered the following problems:
deficiencies in management, permanent subsidies, uncon-
trolled debt, inefficiency, overstaffing, and administrative
shortcomings.

The plan’s objectives are to make the economy efficient
and dynamic and the activities of the state more effective and
selective. To this end, the State’s role needs to be redefined,
efficiency and productivity increased, the quality of goods and
services improved, financial pressures lessened, and capital
made widely available through private investment.

Considerations regarding the privatization of companies
involve political viability, value of the business, economic
feasibility, and legal status. Guidelines for privatization in-
clude a flexible and transparent process, in keeping with an
objective that entails participation and is economically advan-
tageous to the nation. This process includes consulting firms
and an approach that is international in scope and uses public
bids.

Methods of privatization include (a) transfer of ownership:
total or partial sale of assets or shares and the conversion of
debtinto investment and (b) no transfer of ownership: contract-
ing management, granting concessions and licenses, eliminat-
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ing monopolies, liquidating companies, and reducing share-
holder participation.

Internal Audit of Privatization

The Organic Law on Privatization is currently before the
Congress and calls for internal and external audit systems for
privatization.

The internal audit system of privatization would require
the establishment of clear and precise objectives, a system of
registration and control of operations, parameters and criteria
todetermine sales prices, rates of exchange, forms of payment,
delivery deadlines, and rules and procedures to standardize
processes.

This system should include the review of financial state-
ments, assessments, and expert advice, with a view to deter-
mining the fair sales price, the supervision of bids and conces-
sions, follow-up on procedures, and journalization and docu-
mentation of the appropriate operations.

External Audit of Privatization

The participation of the supreme audit institution (SAI)
would have to be oriented towards proof after the process, and
would consistof verifying that transactions were appropriately
studied beforehand, considering the legal regulations appli-
cable. It would also require that, in all operations, the interest
of Venezuela with respect to prices ad guarantees was safe-
guarded, that the bids conformed to established guidelines, and
that the respective files contained supporting documentation
for the entire privatization process so that the SAI can form an
opinion about it.

Conclusions

As aresult of Venezuela’s experience, I have come to the
following conclusions.

+ Privatization is a process being implemented in many
countries to reorganize economies, make capital widely
available, and permit governments to concentrate on their
traditional responsibilities.

« Boththe executive and legislative branches of government
should monitor and followup on privatization processes
with a view to guaranteeing their legality, transparency,
and economic advantage for the state.

» Privatization policy should be regulated by a law that
establishes the bases and technical requirements of the
respective processes.

» An internal audit organ should review transactions before
they become official and have broad powers to oversee
matters essential to the process.

» SAls should be legally empowered to conduct audits and
engage in otherrelated activities that it deems necessary to
safeguard national interests and to inspect the activities of
internal audit organs.

 Privatization should be considered by international
organizations with a view toestablishing and disseminating
basic principles regarding its control that would provide
orientation and guidelines in unifying the international
doctrine of fiscal supervision. W
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Audit and Evaluation in the European

Communities

By Hartmut O. Ries, Economist and Senior Auditor, Federal Court of Audit, Federal Republic of Germany

Editor’s Note: This article is the abridged version of a speech
on program research activities of the European Communities
Mr. Ries gave to the annual meeting of the Association for
Program Research in the Executive Branch on November 14
and 15, 1991, in Bonn.

In its audit work, the Court of Auditors of the European
Communities (EC) increasingly relies on evaluative criteria.
The reorganization of the European Structural Funds and the
amendment of the European Communities’ budget code call
for prospective and retrospective evaluations and cost-effec-
tiveness studies. This is reflected in recent audit guidance
issued by the Court of Auditors. In addition, the European
Parliament has actively championed the tool of evaluation.
This article will discuss

 the Court’s role and audit environment;

* prerequisites to program evaluation;

 the Court’s audit scope;

» open audit activities;

 anevaluation of the European coal and steel policy; and,

« future prospects for program evaluations by the Court.

Financial Control in the European
Communities

Both external and internal audit are supplemented by
political budget control exercised by the European Parliament.

External Audit

The Courtof Auditors, with headquarters in Luxembourg,
isone of the newest EC institutions. Pursuant to article 206a of
the treaty establishing the European Economic Community,
the Courtdetermines whether all EC revenue hasbeen received
and all expenditures incurred in a lawful and regular manner,
and whether the financial management has been sound.

In the last few years, the Court has begun to put more
emphasis on issues such as effectiveness analysis and control
and policy and program evaluation. By analyzing the impact of
EC programs conducted under the Agricultural Guidance,

Regional Development, and social EC Funds, including pro-
grams under the treaty establishing the European Coal and
Steel Community (ECSC), the Court made clear the impor-
tance of political guidance in determining the demands and
needs to be met by any EC program.

Internal Audit

The internal audit of budget implementation is carried out
by the EC Commission. The Commission applies auditcriteria
similar to those applied by the Court.

The Court’s Evaluation Environment

Reorganization of the Structural Funds

In the last few years, the Court of Auditors has come under
growing pressure to make more use of policy and program
evaluation. One reason for this is the fact that the European
Council, the European Parliament, and the Commission began
to question the merits of various EC policies.

Inresponse to these reflections, the Structural Funds were
reorganized. On June 24, 1988, the Council adopted a regula-
tion that included the following requirement: ““It is necessary
to establish effective methods of monitoring, assessing and
carrying out checks in respect of Community structural opera-
tions, based on objective criteria. . .In order to gauge their
effectiveness, Community structural operation shall be subject
of anex ante and ex post assessment designed to highlight their
impact with respect to the objectives. . .and to analyze their
effects on specific structural problems.”

The EC Financial Regulation

The amended Financial Regulation, adopted by the Coun-
cil and the Commission, provides explicitly for cost-effective-
ness analyses to ensure that the funds used accomplish pro-
gram objectives.

Prerequisites for Program Evaluation

Although the above-mentioned provision is a step in the
right direction, there is still no guarantee that EC administra-
tors will actually change traditional practices and do program
evaluations. This will be the case only if the European Parlia-
ment, the public, and the scientific community become alert
and insist on this.
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To date, the legislative and regulatory framework for
program evaluation has been created at the level of the EC’s
Commission. But this framework needs to be supplemented by
aregulatory framework in the EC member states. This doesnot
mean simply installing adequate accounting systems. The new
decentralized decision-making units to be established under
the proposed reform of the Structural Funds must develop the
capability to precisely define what objectives they wish to
achieve with a special program. Further, member states must
have a clear idea of how to provide services or allocate funds
to the private sector and must correctly assess staffing needs.
Moreover, a remedy must be found for the practice of distrib-
uting grants indiscriminately among all EC member states.
Nonfulfillment of these prerequisites not only hampers evalu-
ation efforts at the national level but makes evaluations at the
European level nearly impossible.

Government departments and agencies oftenrely on exter-
nal evaluators to provide objective and valid data. But most
evaluators have little experience in evaluating public admini-
stration. As a result, they tend to use sophisticated validating
techniques. Further, when trying to determine whether targets
have been met, they often fail to pay due regard to the complex
process in which institutions come to a consensus and formu-
late policy. Thus, the findings emerging from such studies
frequently lack validity, and recommendations cannot be
implemented.

Audit Scope of the Court

Audit Criteria

The Courtlong ago adopted a modern audit methodology,
which can be found in its audit guidelines. Under this method-
ology, the traditional audit criterion of operational efficiency
was supplemented by that of effectiveness, including audits of
target achievement and cause-and-effect considerations “at
each implementation stage of a policy, measure, program or
project.” This approach not only is a response to actions taken
by the European Council and the Commission but also reflects
the requirements of the European Parliament. This approach
may also be aresult of the fact that arelatively high percentage
of staff at the Court are still rather young and open-minded,
having avariety of educational and professional backgrounds.
Their expectations for promotion entail an interest in more-
demanding audit exercises.

Open Audit Activities

As a matter of fact, the European Council, the Commis-
sion, and the Court of Auditors have put in place the regulatory
framework for carrying out program evaluations. But to make
best use of this tool, the Court and the Commission still need
to consider some basic principles. Since evaluation efforts are
costly and time-consuming, potential fields of Commission
action should be identified before embarking on any signifi-
cant evaluation.

Program evaluations are hardly possible in the context of
contrasting objectives and requirements, such as decentraliz-
ing Structural Fund responsibilities but distributing funds
equitably among all members states.

Evaluative research has a specific political character. As
arule, policymakers expect the Commission’s administration
tobe loyal, as any executive agency should be, even in the face
of program objectives that would not stand a substantive test.
This is the main obstacle to developing evaluation capabilities
at the European level.

The European Parliament is struggling for more political
influence and therefore finds evaluation results most helpful.
So this is a good time to put in place program evaluation for
both the EC administration and the Court of Auditors. Inalater
stage of its campaign for more political power, the European
Parliament might no longerbe eager touse evaluative findings.
Past experiences show that the European Parliament is the
appropriate addressee of evaluation reports, if these focus not
on top-level overall objectives or isolated cases of minor
importance buton packages of measures or programs and their
implications.

EC administrators are used to thinking in terms of narrow,
well-defined topic areasrather than large programs. Therefore,
EC institutions should focus attention not on general policy
design, program implementation, and effectiveness but on
narrow and well-defined topic areas.

Further, to doeffectiveness studies, establish effectiveness
controls, and perform program evaluation, some creativity is
required. Creativity, however, is not much in demand in a
bureaucracy because it involves questioning the merits of
routine procedures.

Evaluating the European Coal and Steel
Policy

Examinations by the Court of Auditors

This section takes the European coal and steel policy asan
example and summarizes how the Court has paved the way for
program evaluation.

In 1985 and 1986, an audit team of the Court devised a
multi-year strategy on how to evaluate the European coal and
steel policy. At first, the Court rejected the concept of doing
such an evaluation as too political. The team then divided its
original work program into small portions and submitted the
revised program for Court approval. The Court approved the
revised program portion by portion. In this respect, the audit
team took advantage of the traditional thinking, which focused
on narrow topic areas.

Given the tightly stretched audit staff and time available,
the basic approach was toexamine a number of indicators from
which, if taken together, general conclusions could be drawn
on the effectiveness of ECSC measures.
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At first, data collection and information management by
the Commission’s steel department were analyzed, together
with some organizational procedures, to serve as indicators of
the processing capacity of the Steel Directorate. The auditors
found that the collection of basic data for measures to over-
come the steel crisis lacked coordination and that no require-
ments analysis had been done to determine what data the
Commission really required. The computer-aided socioeco-
nomic European steel model was set up and updated by
external experts, but it was too technical to be of much use for
the Commission’s daily work.

The auditors doubted whether the structural and the proce-
dural organization of the directorate was effective. Also, they
questioned the effectiveness of the quota system for the steel
industry and the program promoting the use of EC coal.

Then the auditors looked into the collection of data, infor-
mation management, and organizational procedures at the
Commission’s coal department. In addition, they evaluated the
housing program for steelworkers. As a result the auditors
recommended a revision of the whole program.

In examining the price-monitoring system of the steel
industries in the EC member states, the auditors found that the
system had had no effect on prices.

A review of the economic justification for intervention
payments in the coal and steel industry revealed that the
Commission did notknow whether the EC funds had achieved
any benefit. Since the objectives of the payments were also
unknown, it was impossible to say if the interventions were of
any use in achieving the targets set for restructuring the
economic aspects of the Commission’s and the member states’
coal and steel policy.

The Parliamentary Discharge Procedure

At the beginning of 1991, the European Parliament re-
ferred to the above findings of the Court of Auditors and, when
it qualified its discharge granted to the ECSC, stated in the
resolution on the report of the Court of Auditors:

“The European Parliament

» urges the Commission. . .to submit an assessment of
the socio-economic impact of the ECSC’s funding
activities. . . for which Parliament has been calling for
several years.

+ takesthe view thata comprehensive analysis of the success
of restructuring measures funded by the Community and
the member states must document the improvements in
competitiveness resulting from increased productivity, in
this connection, the economic and social implications for
the regions concerned must be pointed out.

» again points up the need for the deliberations on the
ECSC’s future to take account of the conclusions reached
in the analysis to be conducted of the effectiveness of
assistance measures.”

Implications

Thus, the European Parliament definitely advocated evalu-
ation efforts. It set up a working party to discuss the results
achieved by the ECSC treaty and possibilities for terminating
the treaty prematurely. The Commission presented a report
that partly supported the required effectiveness analysis and
favored a premature termination of the treaty. The audit team
gave additional impetus to this idea by submitting a further
evaluation report.

Future Prospects

In general, program evaluations generate the apprehension
and the opposition of those people and institutions that have to
conduct them ex officio. The apprehension and opposition
must be understood and taken for granted as part of the
complex political and administrative system.

The newness of the European administration, however,
leaves room for correcting shortcomings in its practices and
procedures. Evaluations are a valuable tool for this purpose.

The European Court of Auditors, it is hoped, will face this
formidable challenge and carry out its role as a guardian of
public funds. B
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Developing a Strategic EDP Audit Plan
Through International Cooperation

By Francisco J. Del Pozo, Member of the International Board of Auditors for NATO

Introduction

The International Board of Auditors for the North Atlantic
Treaty Organization (NATO) is the external auditor of the
organizations and the operations of NATO. NATO is increas-
ingly computerizing its financial and administrative functions.

To meet the challenges of auditing in an automated envi-
ronment in an orderly manner, the Board decided to developa
strategic electronic data processing (EDP) audit plan. Several
factors had to be considered in doing this:

» The Board has a multinational audit staff with varying
degrees of knowledge about EDP. This staff is made up of
highly qualified auditors at the management level, but not
allhave EDPexperience. Generally, the auditors stay in the
Board for a maximum of 6 years.

» The Board had done EDP audit work in the past. The Board
had notdone these audits within the framework of a general
plan, however; nor were all the audit staff involved in them.

+ Thelarge audituniverse and small number of auditors made
it impractical to establish a group exclusively devoted to
EDP audits.

* Due to various constraints, the amount of initial training
was limited to no more than 3 days.

Plan Objectives

The overall objective was to formulate an approach and a
course of action for conducting EDP audits over the 1992-96
period. To do this, the following specific objectives were
agreed upon:

* establish common minimum standards for EDP audit work;

» ensure that all audit staff acquire a basic level of EDP
financial audit skills;

+ create aconsistent approach for dealing with similar topics
in different agencies to improve the audit and to allow for
evaluations of EDP issues NATO-wide;

+ develop an EDP audit approach that would evolve and
improve during implementation;

» facilitate the incorporation of new auditors by providing
them with an established framework for EDP audits;

+ create a common body of knowledge to profit from
professional interchange within the Board; and,

« establish a mechanism for monitoring implementation of
the plan.

The plan would be supplemented with specific audit guide-
lines for the different types of work to be done.

The international composition of the team working on the NATO
Board of Auditors informationtechnology projectis reflected in the
membership of the team. Pictured here, from left to right, are:
Gordon Lusby, NATO; Michael Blair, United States General Ac-
counting Office; Francisco Del Pozo, NATO; Arie Van Der Tempel,
Netherlands Court of Audit; Chris Carr, United Kingdom National
Audit Office; and, Ralph Running, NATO.

Approaches to Plan Development:
Collaboration With SAIls

The first decision to be made was whether to hire a
consultant to develop the plan or to do it with in-house
expertise.

The second option was preferred as it would have taken too
long forany consultant to get acquainted with the Board’saudit
environment. However, the Board believed that the contribu-
tions of outside experts were necessary.

At this stage, the Board decided to ask the supreme audit
institutions (SAIs) of the United Kingdom (National Audit

Intemational Journal of Government Auditing — July 1992

9



10

Office), the Netherlands (Algemene Rekenkamer), and the
United States (General Accounting Office) to collaborate in
the project. The basis for this decision was that the Board and
the S Alshad the same mission, that is, the audit of public funds.
Thethree SAlsagreed to participate, and their involvement has
been key to the project’s successful implementation.

Development Process

The Board held preliminary discussions with these SAls to
agree on the scope of the priorities of the projects and establish
a schedule of activities. The SAls gave the Board general
documentation on the topic. The Board used this documenta-
tion to draft an EDP plan. In developing the plan and the
guidelines, the Board and the SAls followed audit standards
developed by INTOSAI and standards adopted by the Board.
This draft was sent to the SAIs for consideration.

The SAIs’ representatives and the Board met twice in
Brussels, in February and March 1992, to discuss the plan and
guidelines. Each 1-week meeting constituted intensive work-
ing periods. By the end of the second meeting, the SAIs and
Board representatives had completed a final draft plan and
guidelines for the Board’s consideration. The resulting docu-
ments were formally approved by the Boardon April 27,1992,

Benefits of This Approach

The Board deems this approach successful and has identi-
fied the following benefits:

+ The in-house management of the project ensured that the
plan was tailored to the Board’s needs and, even more
important, that it was feasible.

« TheSAIs’ participation ensured the technical quality of the
product and ensured that no important issues were
overlooked.

Project team spent many hours reviewing and drafting documents
to prepare the EDP strategic plan. The team is pictured here
during a work session in Brussels chaired by Francisco Del Pozo.

e The SAIs and the Board profited from the professional
interchange of knowledge and experience.

Types of Audit Work Identified in the Plan
and Types of Guidelines
The plan identified three types of EDP audit work.

Type 1—Initial Review of EDP Systems

The objectives are, in the first phase, to become familiar
with the EDP systems of the agency being identified and, in the
second phase, to perform the minimum EDP audit work
required to certify the financial statements. Guidelines have
been developed to implement type 1 work. The aim of these
guidelines, “Agency EDP Systems Familiarization Guide-
lines,”isto help the auditors understand how agencies use EDP
to support their activities and how EDP functions are managed.

For the second phase, three sets of agency financial sys-
tems audit guidelines were developed:

¢ “Guidelines for Developing a Description of the Agency’s
Financial Accounting System;”

» “Guidelines for the Evaluation of General Controls in the
EDP Environment for the Processing of Financial
Transactions; and,

¢ “Guidelines for the Evaluation of EDP Application Controls
for the Processing of Financial Transactions.”

These guidelines identify the minimum work to be done by
the auditors. They are designed to be used by professional
auditors, even if they do not have previous EDP experience.

The guidelines and the plan donot contain highly technical
terminology.

The Board believes that the use of these guidelines will
upgrade auditors’ EDP proficiency and generate self-confi-
dence.

Type 2—the Use of EDP to Improve the Audit

The objective is to make the auditors aware of the advan-
tages that EDP can offer for a more efficient and effective
audit. Guidance has been issued to help the auditors identify
possible ways to use EDP to improve their work.

Type 3—Performance Audits of EDP Systems

The objectives are to evaluate EDP systems development
and the effectiveness and the efficiency of EDP operations.
Guidelines for doing this type of work will be developed at the
next stage of the project, which will begin in late 1992.

The plan describes the schedule for implementation over
the 1992-96 period with details of the expected annual results.
Resources required to implement the plan are allocated within
the framework of the Board’s general strategic and long-range
plan.
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Conclusions help the Board to perform credible and consistent EDP

Several conclusions can be drawn from the project. audits.

4. The plan will integrate, in an orderly and prioritized way,

1. Development of the EDP plan was a good example of the the EDP work into the Board’s normal audit work.

benefits of international cooperation and sharing auditing
experiences. 5. The plan will allow for development of a body of common
knowledge. This is even more important given NATO’s

2. The plan, which is practical and easily adaptable, explains staff rotation policy.

how to systematically meet the challenges of EDP auditing.

6. The systematicalapplication of the same tests and checks to
different agencies will allow the Board to create a database
of EDP systems and to draw conclusions on a NATO-wide
basis. W

3. The practicality of the guidelines, and the simple but
accurate terms in which they have been drafted, will greatly

11
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EUROQOSAI Seminar on the Audit of

Privatization

By Jim Marshall, Director, National Audit Office, United Kingdom

One subject to be discussed at the second EUROSAI
Congress, to be held in Stockholm, Sweden in June 1993,
will be the changing functions of the state and the role of
audit, with special attention to privatization. To prepare
for a well-informed and constructive discussion at the
Congress, the supreme audit institutions (SAI) of the
Czech and Slovak Federal Republic and the United King-
dom were asked to organize a seminar for EUROSAI
members to examine current issues relating to the audit of
privatization in Europe and to report on the seminar’s
outcome to the Congress.

The seminar was held in Prague on April 9-10, 1992.
Some 30 SAls, including guest organizations, were rep-
resented. In welcoming delegates and guests, Dr. Kve-
toslava Korinkova, Minister of the Czech and Slovak
Federal Republic’s Ministry of Control, said that this
impressive response showed the importance of privatiza-
tion and its audit. The seminar was a most useful oppor-
tunity for the exchange of information about fundamental
changes taking place in the European economies. Dr.
Korinkova was particularly pleased that the seminar was
being held in the Federal Republic, a country that 2 years
previously had started along new paths. Sir John Bourn,
Comptroller and Auditor General, United Kingdom, joined
Dr. Giuseppe Carbone, President of the Italian Court of
Auditors and President of EUROSALI, in thanking Dr.
Korinkova for her warm welcome.

Questionnaire Results Guide Discussion

In preparation for the seminar, EUROSAI members
were asked to complete a detailed questionnaire designed
to identify key facts about the extent to which privatiza-
tion was taking place in each member country and the
consequences for the state and the SAI concerned. Twenty-
two questionnaires were completed and returned.

Delegates approached their work in three ways. First,
they examined the key facts about the current privatiza-
tion scene as derived from the replies to the question-
naires. Second, they analyzed those facts to distinguish
the various aspects of the privatization process and to see
the different models and appranhes used by various
countries. Finally, they looked at andit processes, analyz-
ing different approaches, key issues, and elements of
good and poor practices in the conduct of privatization as

revealed in audits conducted by participating countries.
Also, speakers from various European SAIs and also
other institutions, including central privatization agen-
cies and the private sector, made presentations. The
speakers drew attention to a wide range of challenges
faced by governments in carrying out privatization and
by auditors in examining the results.

Welcoming delegates to the EUROSAI Seminar on the Audit of
Privatization in Prague is the head of the supreme audit institution
of the Czech and Slovak Union, Dr. Kvetoslava Korinkova, host of
the seminar. Also appearing with Dr. Korinkova were representa-
tives of the United Kingdom, co-sponsors of the event, and italy as
the President of EUROSAI.

Conditions and Approaches Vary

The seminar identified a number of differences be-
tween eastern, central, and western Europe, in particular
the difference between privatizing into an existing mar-
ket, as is being done in western Europe, and privatizing
as a market is being created, as is being done in central
and eastern Europe. The seminar also noted differences
within these geographical areas. Examples included (1)
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the different ways in which share vouchers were being
introduced in Poland compared with the ways in the
Czech and Slovak Federal Republic and (2) the slow
motion approach to privatization adopted in the Nether-
lands and Norway compared with the faster pace of some
salesin France and the United Kingdom. In terms of num-
bers, the overwhelming majority of cases of privatization
took place in central and eastern Europe. These have in-
volved mostly small retail businesses, and the sales have
been seen as a key element in the transformation to a
market economy. In terms of value, the situation is sub-
stantially reversed; the bulk of privatization, which is
worth over $1 million in U.S. dollars, took place in
western Europe’s established market economies.

The seminar noted the difficulties faced by govern-
ments in all European countries in privatization. Ex-
amples included (1) how to value a business when its
existing accounting policies often needed radical revi-
sion to accord with private sector norms and when the
markets and the economy itself were changing rapidly
and (2) how to secure full and open competition for the
business in order to get a fair price.

“The privatization process was bringing
EUROSAI countries closer together be-
cause it posed problems and opportunities
shared by all the countries concerned.”

The seminar went on to examine the challenges con-
fronted by SAIs in auditing privatization. These included
the newness, the complexity, the speed, and the volume
of the changes occurring. Reference was made to the lack
of stated government objectives or, even where stated,
their competing nature. An example of this was the case
when the government was concerned about completing
the sale according to a demanding timetable but at the
same time wanted to maximize sale proceeds and to
secure the viability of the business. There was also dis-
cussion of the difficulties SAIs faced in examining and
commenting upon the way businesses had been valued
when the SAIs lacked access to relevant expert knowl-
edge and experience.

Conclusions and Recommendations

Summing up the discussions, the hosts noted that the
privatization process was bringing EUROSAI countries
closer together because it posed problems and opportuni-
ties shared by all the countries concerned. Whatever
privatization models are adopted, it isimportant to get the
pace of the programs right. Thus, if countries are aiming
for rapid privatization, as in central and eastern Europe,
it is essential to do so expeditiously because delay im-
pedes the transformation to a market economy. Finally, it
was noted that many costs sometimes associated with
privatization were really the costs of wider structural
change and environmental improvement, and to attribute
such costs to privatization unfairly weighted the scales
against it.

Points likely to be recommended to the second Con-
gress for discussion are as follows:

« the importance of the SAIs’ role in drawing attention
to past experience in order to benefit the conduct of
future sales;

« SAIs need, regardless of whether they are involved
before or after the sales, to provide an independent
view, focusing on performance in relation to objectives;

+ further exchanges of experiences between SAls, which
can make an important contribution to identification
of lessons that can be applied to future privatization;
and

« the fact that the second Congress is an opportunity for
practical cooperation, which can assist SAls both in
auditing the privatization process itself and in further
developing common attitudes to auditing standards
and methods.

» Delegates expressed their special appreciation to the
Federal Ministry of Control, which had done an
excellent job in preparing for this major event. The
warm welcome provided an ideal atmosphere in which
to conduct the seminar and to build constructive
relationships with colleagues from other SAIs.

All participants left the seminar fecling that they had
benefitted by a challenging and demanding two days and
that progress had been made toward identifying common
approaches in this difficult area.

For additional information on the EUROSAI Confer-
ence, contact the author at: National Audit Office, 157-
197 Buckingham Palace Road, Victoria, London SW1W
9S8P, England. W
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International Consortium on
Government Financial Management

6th Annual International Conference on
New Developments in Governmental
Financial Management

Representatives from many Latin and Central Ameri-
can and Caribbean countries along with participants from
European and Asian nations met together in Miami, Flor-
ida, from April 6-8, 1992, to discuss “Integrating Govern-
mental Financial Management—Nationally and Globally.”
The conference was jointly sponsored by the International
Consortium on Governmental Financial Management;
Latin American and Caribbean Organization of Supreme
Audit Institutions; Florida International University, School
of Accounting; Inter-American Accounting Association;
Inter-Americanand Iberian Public Budgeting Association;
American Society of Public Administration, and the U.S.
Agency for International Development.

Presentations on a wide variety of topics included
discussion about: the worldwide need for integrated finan-
cial management systems; strategies to improve accounta-
bility; auditing assistance projects; dealing with corruption
and fraud; budgetary techniques; the role of auditors and
audit standards; training for auditors and other financial
management specialists; and statistical applications in the
evaluation of government programs. Informal discussion
groups also provided opportunities for participants to share
their ideas, observations, and experiences.

Antonio Sanchez de l.ozada, Comptroller General of the
Republic of Bolivia (on the left) received the first “Oscar
Vargas Preito Award for Accountability and Integrity in
International Governmental Financial Management.”
Presented during the Miami meeting by Mortimer A.
Dittenhofer, Presidentof ICGFM, the reward recognizes
him for his energetic, forceful, and dedicated efforts as
the Comptroller General from 1982-1992. His work
resulted in the Law that provides for integrated financial
management and control and accountability over Bo-
livia's public resources; this is serving as a model for
other countries throughout the world. The award honors
the late General Oscar Vargas Prieto, former Gomptrol-
ler General of the Republic of Peru.

Participants in the April conference of the
International Consortium on Governmen-
tal Financial Management included from
ieft to right: Mr. Guillermo Potoy Angulo,
Comptroller General, Nicaragua; Mr.
Muhammad Naseer Ahsan, Auditor Gen-
eral of Pakistan; Mr. Neamtu Horia-ion,
Chief of Supervisory Department, Roma-
nia; Ms. Maria del Rosario Sanchez de
Serenirepresenting the Courtof Accounts,
Argentina; Mr. Luo Jin Xin, Deputy Audi-
tor General of the Peoples Republic of
China; Mr. Antonio Sanchez de Lozada,
Comptroller General, Bolivia, and Mr.
Teofilo N. Martel Cruz, Comptroller Gen-
eral, Honduras. B
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Audit Profile: The Audit Department,

Kingdom of Tonga

By Pohiva Tu’i’onetoa, Auditor General of Tonga

Tonga embraces some 200 islands which run north and
south in two aimost paraliiei chains scattered over 360,000
kilometers of the Pacific Ocean. Only 45 of the islands are
inhabited, the largest being Tongatatapu, which is the seat
of the capital and the residence of almost two-thirds of the
population.

The Government
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Tonga is a hereditary, constitutional monarchy which
has been independent within the Commonwealth since
June 4, 1970. The Constitution dates back to 1875. The
executive branch is headed by the monarch and his Privy
Council, which includes a Cabinet headed by a Prime
Minister, There is also a legislature which meets at least
once a year. When the legislature is not in session, the
Privy Council is empowered to enact legislation which
must be approved by Assembly at its next meeting. The
judicial system is composed of a Court of Appeal, Supreme
Court, Magistrate Courts, and a Land Court.

Audit Department History and Structure

The Audit Department has, in recent history, undergone
a series of changes. Prior to 1938 the Auditor General had
been a member of both the Privy Council and the legisla-
ture and had played a major part in matters of financial
policy. In 1938, the position of Government Auditor was
created to replace the post of Auditor General. At that time
many of the functions of the Government Auditor, such as
ensuring financial regularity within the government de-
partments and providing an independent check on the
public accounts, were delegated to subordinates. Late in
1984, the Public Audit Act was passed re-establishing the
office of the Auditor General. The terms of appointment,
powers and duties are now clearly defined by statute and
the Auditor General is required to be a chartered or certi-
fied accountant,

A unique feature of the office of the Auditor General is
that the SAI really serves as Chief Internal Auditor for
government and not a servant of the legislature. The Audi-
tor General is appointed by the Government (executive),
and the Auditor General can, with the recommendation of
the Prime Minister, be removed by the Cabinet. The Audi-
tor General reports directly to the Prime Minister, and the
Prime Minister lays the report before the Privy Council and
Legislative Assembly.

This apparent lack of autonomy has not in practice
affected the performance of audit duties and has not, in the
past, involved any influence on the auditor’s objectivity.

The Work of the Office

The Auditor General is required to report annually on
the public accounts and to express an opinion as 1o whether
they present fairly information in accordance with recog-
nized government accounting policies. To accomplish this
mission, the SAI is authorized to make examinations and
inquires necessary to complete this report.

In the report to the Prime Minister, the Auditor General
expresses an opinion as to whether or not:

« accounts have been properly maintained or public money
has been fully accounted for;

» records have been maintained or the rules and procedures
applied have been sufficient in accordance with
applicable statutes;

+ money has been expended only on purposes for which
it was appropriated, and that such expenditure has been
made with concern for economy or efficiency, and

+ satisfactory procedures have been established to monitor
and report the proper expenditure on development
projects.

The Auditor General may also make a special report to
the Prime Minister on any matter of pressing importance or
urgency that should not be deferred until the presentation
of the annual report.

Exceptas limited by any specific legislation, the Auditor
General is entitled to free access to information that relates
to the fulfillment of the objectives of the SAL

At this time, the Audit Department uses the recently
issued INTOS AI Standards as its main guiding principles.

Staff and Training

The Audit Department currently consists of 35 people
divided into two branches,the Audit Operations and Ad-
ministrative Services.

The Audit Operations is the heart of the SAI and
employs 85% of the staff. The Administrative Services
Branch supports the work of the Audit Operations.
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A problem faced by the SAI, and the country as a
whole, is the lack of accounting training in the country. The
main regional training centers are in Fiji, New Zealand,
and Australia, However, this year a diploma course in Ac-
counting Studies has been establish by the government,
and the Auditor General is on the Advisory Committee.

A related problem is the need to continuously train the
staff, This is a result of the government policy allowing
free transfer of the clerical staff among various depart-
ments and the practice of promoting, especially up to
middle management levels, based only on seniority with
the clerical staff. To deal with this problem, a course has
been designed and divided into two parts—an Accounting
Package and an Audit Package. A person sits for an ac-
counting test; if the individual passes, he or she can move
on to the Audit Package. If the staff member fails, then he
or she has to go through the Accounting Package before
starting the Audit Package.

SPASAI

Since 1988, the Auditor General has served as the
Secretary General for the South Pacific Association of
Supreme Audit Institutions (SPASAI), INTOSAI’sregional
working group. This group has replaced the earlier group
known as the “Heads of Audit Offices of the South Pa-
cific.”

Future Directions

Looking to the future, the audit office's key targets for
the next five years are to:

+ maintain high standards of financial audit work,

+ develop the resources to carryout value for money
investigations

+ secure efficiency savings throughout our work. W
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Reports in Print

Increasingly governments are recognizing the impor-
tance of efficient and effective public audit. In emerging
and changing political environments, new public audit
laws are being introduced and existing laws are being
reviewed and amended. To provide a checklist and a frame-
work for such reviews and proposals, The Chartered Insti-
tute of Public Finance and Accountancy (CIPFA) has
published a book by H. David Myland, retired Comptroller
and Auditor General of the United Kingdom, entitled Public
Audit Law. The publication covers many topics including:
audit scope; accountability framework; nature of audit
activity; scope of reporting; code of practice; independ-
ence; link between audit body and legislature; financing of
audit activity; staffing, and access to information.

Copies of the book are available in English from The
Chartered Institute of Public Finance and Account-
ancy, 3 Robert Street, London WC2N 6BH, United
Kingdom. The cost for the first copy of the book is 25
pounds sterling; additional copies are 12.50 pounds each.
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In his ex officio capacity as Federal Commissioner for
Efficiency in Public Administration, the President of Ger-
many’s Federal Court of Audit has recently issued a com-
prehensive study outlining Typical Shortcoming in the
Assessment of Staffing Needs at Federal Agencies. The
book is the result of a cross-sectional evaluation of reports
and finding generated by the Federal Court of Audit in the
course of examinations conducted over the last 15 years.
The audit guide defines and discusses in detail various
staffing requirements, points out frequent deficiencies, and
presents recommendations for improvement.

The publication states that federal departments and
agencies often did not apply appropriate procedures for
assessing staffing needs. In addition, the units entrusted
with conducting surveys and assessing staffing needs fre-
quently lacked the necessary skills and organization to
conduct their work. Methodology and procedures which
were used were not reliable, and basic statistical sampling
requirements were not met, thus yielding unrepresentative
results. Time allowance was overstated without any rea-
sonable justification; annual staff work time was poorly
forecast, and work measurement standards were often not
fully verified. Although,in many instances, staffing needs
were promptly adjusted to increasing workloads, no staff
trimming took place when the activity leveled off.

In a period when public resources are often tightly
stretched, adequate staffing procedures are paramount if
the executive branch is to perform its statutory functions in
a proper in efficient manner. This book may be a valuable
resource tool for those engaged in public sector auditing or
personnel management.

Copies of the book are available in German, at no cost,
from the Bundesrechnungshof, Referat Pr/int, Postfach
100433, D-6000 Frankfurt am Main, Federal Republic
of Germany.

EE 2 L2

In conducting its work the United States General Ac-
counting Office (GAO) employs many diverse methodolo-
gies, and periodically issues policy guidance to its staff in
methodology transfer papers and technical guidelines. Using
Statistical Sampling, (GAO/PEMD-10.1.6) is the latest
methodology transfer paper issued by GAO’s Program
Evaluation and Methodology Division; it supersedes and
replaces the previous paper on statistical sampling issued
in 1986.

Recognizing that sampling can be an important ele-
ment in designing and planning audit and evaluation as-
signments, the purpose of the paper is to help managers and
evaluators learn more about statistical sampling and the
role it plays in the design and execution of a job. The paper
provides enough background on sampling concepts and
methods to enable staff to (1) identify jobs that can benefit
from statistical sampling, (2) know when to seek assistance
from a statistical sampling specialist, and (3) work withthe
specialist to design and execute a sampling plan. Chapters
address basic concepts, sample design and selection and
estimation procedures, basic estimation procedures, ad-
vanced estimation procedures, sampling in the audit envi-
ronment, random selection procedures, and data collection
and analysis considerations related to sampling.

Copies of the transfer paper, in English, may be ob-
tained at no cost by writing to the United States General
Accounting Office, 441 G Street, N.W., Room 7806,
Washington, D.C. 20548, U.S.A.

EE L T2

Noting that the “process of gathering and evaluating
evidence is fundamental to an audit,” the Canadian Insti-
tute of Chartered Accountants has published the results of
aresearch study designed to consider the interpretation and
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application of auditevidence standards in value-for-money
audits. Value for Money Evidence, by D.M. Barnes, C.A.,
presents the results of the study group’s work. Topics
examined in the research study and discussed in the book
include an introduction of definitions and standards and the
basic concepts of evidence. This is followed by a presenta-
tion of the conceptual framework for value-for-money
audit evidence which includes a logic model and examples
of applications of this model. The issues of sufficient
appropriate audit evidence, types and sources of evidence,
and evaluating evidence are also addressed. The chapter on
evidence under different value-for-money audit mandates
examines federal and provincial legislative audits, exami-
nations of Crown Corporations, municipal and non-legis-
lated audits, internal audits, and mandates outside Canada.

The book concludes by challenging practitioners to exam-
ine and testthe concepts presented in the study and suggest-
ing that consideration be given to establishing specific
guidelines or standards for the use of audit evidence in
value-for-money work.

Thetextis well organized and clearly written so that the
basic ideas being presented are easy to follow. Numerous
examples are used throughout the book to demonstrate the
application of the issues and concepts being presented, and
a variety of charts further enhance the presentation.

Available in English or French, the book can be ordered
from The Canadian Institute of Chartered Account-
ants, 150 Bloor Street West, Toronto, Canada M5S2Y2,
at a cost of Canadian $35.00. B
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Inside INTOSAI

UN/INTOSALI Interregional Workshop
on EDP Auditing

The United Nations Interregional Workshop on EDP
auditing in Developing Countries was held in Vienna,
Austria, from May 27 to June 4, 1992. This was the 10th in
a series of interregional meetings organized jointly by the
United Nations Department of Economic and Social De-
velopment (DESD) and the International Organization of
Supreme Audit Institutions (INTOSAI).

Traditionally DESD has undertaken various activities
intended to help developing countries strengthen their
public financial management systems. As part of these
activities, DESD, in cooperation with INTOSAI, has been
organizing interregional meetings on government auditing
usually every 2 years. Over the last two decades, nine such
meetings have been held to discuss various subjects of
common interest, such as audit of public enterprises, audit
of public works, performance audit, comprehensive audit,
principles of audit, internal management control systems,
audit of major development programs, applications of
government audit standards, as well as accounting and
auditing of foreign aid programs. Computer-assisted audit-
ing was the theme of the most recent meeting.

Practical Applications Emphasized

The workshop included discussions of computer con-
cepts, the use of the computer in the audit process, and
implementation of computer auditing in a supreme audit
institution (SAI), as well as case studies. Participants had
access to a local area network on which they learned
computer-assisted audit techniques and methods. Analyti-
cal papers, country experiences, and case studies were
prepared by the UN, INTOSAI, SAIs, and agencies from
several countries.

The case studies covered development of strategy,
characteristics of well-structured accounting systems, or-
ganizational issues, products available, hardware systems,
requisition process, training requirements, and sources of
funding and technical assistance.

A total of 30 participants from 25 developing countries
and 5 developed countries attended the workshop. Repre-
sentatives from the African Development Bank, the FAO,
UNESCO, UNDP, and UNIDO, also attended.

The objective of hands-on training with selected soft-
ware packages was to increase the awareness of what
microcomputers can do for the auditor. Participants used
the software to create a payroll audit program and an audit
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The emphasis on a practical, hands-on approach to learning computer skills is clear in this picture of
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the seminar room at the Vienna International Center, venue for the UN/INTOSAI seminar on computer
technology and auditing. Each participant had the benefit of using a personal computer during the 8-

day seminar.
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file. They were able to create several steps and link them to
reference done in WordPerfect and Quattro-Pro spread-
sheet like Lotus 1-2-3 on the computer.

Interactive Data Extraction and Analysis was used to
import and explore a bank file; index and link other data,
such as customer name and address; and total fields.

In addition, participants learned several techniques for
assessing the reliability of computer-based data. The par-
ticipants used Quattro-Pro, a spreadsheet program, to per-
form both attribute and relational tests.

Attribute tests performed included checks (1) for the
presence or the absence of data, (2) to determine whether
data were alphabetic or numeric, (3) to determine whether
data were positive or negative, and (4) whether the data
were within defined ranges.

Conditional tests looked at relations between two or
more data elements, such as an employee’s years of service
and the number of hours of leave learned.

Computer techniques used to perform these tests in-
cluded:

» single- and multiple-column sorts,
+ recomputation of formulas,

+ look-up tables to verify multiple-field computations,
and

« logic tests.

Conclusions and Recommendations

EDP Technology in the recent years has made rapid
strides and its use in Governmental operations has grown to
a considerable extent. SAIs have always shown an acute
awareness to this issue. However the time has now come
for the decisive action on their part, since otherwise their
effectiveness may be seriously eroded. At the same time
the new technology offers a unique opportunity to SAIs to
enhance their audit capability and improve their internal
operations. It us in this context that the relevance of EDP
Technology to SAIs has to be perceived.

Participants’ comments were most positive for all fac-
ets of this UN/INTOSAI Meeting. The participants were
most enthusiastic about the new hands-on approach com-
ponent introduced in the workshop. The participants were
especially pleased with the quality and the relevancy of the
presentations and the different methods used by the pre-
senters. For the hands-on part, the material and tutorship
provided by the three EDP-technology auditing experts
were found most satisfactory by all attendees.

Participants recommended follow-up activities in the
nature of hands-on computer training. It was also sug-
gested that similar workshops be held on a regional or
national basis. Another recommendation was that some
means of communicating the most recent developments in
EDP hardware and software technology applicable to SAIs
should be developed or promoted. B
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