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PRACTICE OF CONDUCTING A COORDINATED
AUDIT BY THE SAI-MEMBERS OF INTOSAI

Abstract: The importance of state audit both at the domestic and international level is growing day by day. After all,
thanks to the state audit, inspections are carried out on topical issues, errors, violations are identified, and possible ways
to prevent them. And the identification of violations, consulting on their elimination is one of the tasks of the SAI of each
country. Therefore, this article substantiates the need for further study of best practices of foreign countries, analyzes the
experience of the SAI of the INTOSAI member states, the main organization uniting state audit and financial control bodies.
In particular, the organization and conduct of a coordinated audit in countries such as Australia, Russia, and Ukraine were
studied. As a result of the research, it was found that three types of coordinated audit are used in these countries: parallel,
Jjoint and coordinated. Based on the analysis of domestic legal acts, the authors revealed that two types of coordinated
audit are used in the Republic of Kazakhstan, namely parallel and joint. Based on the experience of foreign countries, it is

proposed to introduce a connected audit into the practice of state audit and financial control bodies.
Keywords: Coordinated audit; connected audit;, INTOSAI; cooperation of countries; CIS.

Introduction

The task of the government of any state is to
create the most favorable conditions for the de-
velopment of the country, the life of its people.
To fulfill these tasks, it provides for the neces-
sary programs financed from the state budget.
And control over the implementation of these
funds, especially the Republican budget, verifi-
cation of the implementation of programs is the
task of the supreme audit institutions (SAI) of
each state. Therefore, in the address of our pres-
ident K. Tokayev dated March 16, 2022, the fol-
lowing issues were considered: “There are many
large-scale projects and programs in the coun-
try. But, for various reasons, the progress of their
implementation is not encouraging. Therefore,
the Parliament needs to strengthen control over
the quality execution of the Republican budget.
In this regard, | propose to create a higher Au-
dit Chamber instead of an accounting commit-
tee. Its chairman must report to the Deputies of

the Mazhilis twice a year. Thus, the status of the
Mazhilis will increase.” [1]

The arrival of the high Audit Chamber in-
stead of the Accounts Committee for control
over the execution of the Republican budget
requires studying the world experience and, if
necessary, including its advanced aspects in
the practice of state audit bodies. Therefore, in
this article, a comparative analysis of the prac-
tice of foreign SAIl will be considered, and the
points that can be implemented in the country
will be determined.

The purpose of the article is to suggest ways
to improve domestic state audit based on a com-
parative study of the SAIl experience of INTOSAI
members.

To achieve this goal, the following tasks were
set and solved:

- study of theoretical aspects of coordinated
audit;

- analysis of the practice of conducting an
audit agreed with the SAI of different countries;
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— identify and propose ways to improve coor-
dinated audit.

Research methods. In the course of the
study, general - scientific and special research
methods (comparative critical analysis, induc-
tion and deduction, analysis and synthesis)
were used.

The main part. First, let's answer the ques-
tions of what organization INTOSAI is and
which states are included in it. INTOSAI is an
autonomous, independent, professional and
non-political organization founded in 1953
as a permanent institution. [2] initially, it con-
sisted of 34 states, and according to the 2020
report, it included 195 full members of the or-
ganization, including the European Chamber
of auditors and 5 associate members. The
general secretariat is located in the build-
ing of the Accounting Chamber of the Re-
public of Austria in Vienna. The main goals
of the organization:

- mutual support for SAI;

— promote the exchange of ideas, knowledge
and experience;

— act as a recognized global public voice of
SAl within the framework of the international
community;

- setting standards for checking the public
sector;

— promoting appropriate national
ance;,

— support for the development of SAI poten-
tial, continuous improvement of cooperation and
efficiency.

As for coordinated audit, according to IN-
TOSAI standards, coordinated audit is defined
as an audit in which two or more audit bodies
participate.[3] In other foreign sources: “parallel
audit - traditionally means that SAl's participants
adopt the same audit goals in their countries
and jointly establish appropriate audit criteria
and methods. However, each SAl department
can decide how to conduct an audit and what
specific criteria and methods of audit should be
used.” [4] In accordance to the Concept Frame-
work of Coordinated Parallel Audit of Public Debt
Management Information Systems of Ukraine a
connected audit means that the SAl of Ukraine
will be the coordinator of the audit, which will

govern-

30 | N21(54)2022

develop a joint audit program, which will analyze
the contribution of the SAI, which will participate
in the generalization of comments and conclu-
sions of national audits and the presentation of
draft joint documents. [4]

In their research, foreign scientists Juan

Manuel Portal and Jorge Bermudez Soto
clearly reveal three types of coordinated
audit:

1. Parallel audit - common to the main solu-
tions. Each SAl department conducts its own au-
dit on its territory, jointly determining the topic.
At the end, each SAI will submit its own report.

2. Joint Audit - conducts one audit group
consisting of two or more SAl's auditors and
prepares a single joint audit report submitted to
each relevant management body.The main solu-
tions are common.

3. Connected audit - combines joint and par-
allel audits: the main decisions are made jointly,
each SAIl conducts an audit on its territory and
submits an independent report. However, in the
end, the results are combined into a single re-
port[5].

And in accordance with the main law regu-
lating the state audit in the country paragraph
4 of Chapter 3, Article 17 of the law of the Re-
public of Kazakhstan “About state audit and
financial control” dated November 12, 2015
N2 392-V, “Joint audit is an audit, which is car-
ried out jointly within the framework of a single
program and a group of state audit within the
terms agreed with the state audit and financial
control bodies and (or) state bodies, including
the SAI of other countries, based on the results
of which a single final document is adopted”.
[6] This law also contains a definition of paral-
lel audit, Parallel audit. It is an audit conducted
independently by other state bodies, including
the SAI of other countries, on agreed issues and
deadlines, with subsequent exchange of results
of inspections.

It is noted that in foreign practice, three types
of coordinated audit are used, and only two types
are used in the practice of our country. In order
to achieve this goal, let's go deeper into our re-
search.

Mostly, this type of audit is one of the types of
audit described in the International Organization
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of supreme audit institutions (INTOSAI)1 “Man-
ual on joint audit programs between SAI”. Now,
among the member states of this organization,
we will take the example and analyze the coun-
tries of Australia, Ukraine and Russia.

First, let’'s focus on the structure of Australia.
Australia consists of a Federation of six states

and two self-governing mainland regions. The
country’s Constitution sets out the duties of the
Australian government and state governments.
Six states and the Northern Territory of the state
formed another level of government — local
councils.

Figure 1

Australian government jurisdictions

FEDERAL STATE/TERRITORY LOCAL
PARLIAMENT PARLIAMENTS COUNCILS
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Source: Australian Parliament [9]

In accordance with these divisions, common
issues of the country are considered by the main
audit bodies of each state and jointly audited. And
under the chief auditor Act 1997, the chief auditor
of Australia is responsible for conducting audits of
Commonwealth public sector organizations and
reporting to the Australian Parliament. The Austral-
ian National Audit Office (ANAO) helps the chief
auditor perform these functions. ANAO audits re-
lated to the environment are usually conducted in
accordance with the authority of the chief auditor
for performance audits. Between 2019 and 2021,
the ANAO conducted 84 performance audits, nine
of which were related to the environment and agri-
culture.[5] In this article, we will look at the audits
we have carried out to protect this environment.

A significant portion of the funds allocated by
the Australian government to protect the envi-
ronment have been transferred to other levels of
government or non-governmental organizations.

The 2.6 billion grants account for 52 percent of
the total budget expenditures of the Ministry of
Agriculture, Water Resources and environment
(DAWE) for 2021-2022 . In the course of recent
inspections, the ANAO has identified deficien-
cies in integrity and conflict of interest manage-
ment. In the report N235 of the chief auditor on
the management of the Australian Renewable
Energy Agency’s grant program for 2019-2020
(ARENA audit), ANAO found that recipients of
grant funding also provided assessment servic-
es to organizations. ARENA was unable to pro-
vide evidence that the delegate had taken into
account the importance of these conflicts or
that attempts to resolve important conflicts had
been documented.

In the general auditor’s report N247 for 2019-
2020, the guidance, assessment and approval of
controlled actions in accordance with the Envi-
ronmental Protection and Biodiversity Conserva-
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tion Act of 1999 (EPBC law audit) examined the
ANAO DAWE environmental permits regulations.
The audit showed that the Department identi-
fled two “high” risks associated with conflicts
of interest in the Anti-Fraud plan for 2015-2017
and one “medium” risk in the Anti-Fraud plan for
2017-2019 . However, the department has not
used any of the treatments aimed at eliminating
these risks. DAWE has not developed a fraud risk
plan for 2019-2020 and beyond.

In the report of the chief auditor on the acqui-
sition of strategic water rights N2 2020-21 (au-
dit of water rights), strategic water purchases
conducted by DAWE were considered. The audit
showed that the Department believed that offi-
cials would report any real or alleged conflict
of interest related to a limited tender purchase
and would not make this claim. Conflict of inter-
est statements are not clearly documented.

This is an example of a parallel audit. This is
due to the fact that during a parallel audit, differ-
ent organizations conduct checks at the same
time. In this audit, it is difficult to plan ahead, es-
pecially to make decisions about the audit priori-
ties and combine them with other SAl’s priorities.
At the same time, under the influence of different
approaches to the audit carried out and the fact
that each party conducts its own audit indepen-
dently, it is less likely to bring the conclusion in
one order and make a common decision.

In Australia, every state has faced a simi-
lar situation because it stands up for itself, be-
cause the level of reliability and documentation
is not automated. However, ANAO supported the
strengthening of integrity and conflict of interest
management processes and made the following
recommendations:

— improve policies and processes to ensure
proper accounting of integrity in decision-
making;

- consistent implementation and notification
of measures to manage real or expected conflicts
of interest;

- ensuring the management and processing
of identified conflict of interest risks.

In addition, ANAO will share its knowledge,
gain experience from other organizations and
communicate through three Environmental Audit
working groups. They:
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- regional working group of the Australian
Council of chief auditors for Environmental Audit
(ACAG) and the Pacific Association of higher
audit bodies (PASAI;

— working group of the Asian Organization of
higher audit bodies for Environmental Audit
(asosai) ;

- working group of the International
Organization of higher financial control bodies
for Environmental Audit (INTOSAI).

These working groups provide important
information about alternative methods, au-
dit tools and approaches, and their use in
various contexts. The participation of gov-
ernment representatives, international speak-
ers and specialized performance audit bod-
ies also provides important information re-
lated to the implementation of the ANAO au-
dit program. As we have seen, although it is
not specifically called a coordinated audit in
Australia, it is through cooperation that this
type of audit is conducted and experience
is shared.

Since Ukraine and Russia are among the CIS
countries, the coordinated audit is regulated by
the standard “On the organization and conduct
of joint and parallel control and expert-analytical
activities (audit) by the SAI of the CIS member
states”. [10]

The process of organizing and conducting
joint and parallel events (audits) includes the fol-
lowing consecutive stages:

- submission and consideration of an
application for conducting an event (audit);

— making a decision on conducting an event
(audit);

— preparation and signing of an agreement on
conducting a joint (parallel) control (expert
analysis) event (audit);

- preparation and approval of programs for
conducting an event (audit);

- conducting an event (audit);

- preparation and execution of documents
based on the results of the event (audit);

- preparation and adoption of decisions
based on the results of the event (audit);

- monitoring and analysis of the
implementation of decisions based on the
results of the event (audit).
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Documents of joint and parallel events (au-
dits), which are drawn up at all stages of such
events, are prepared in the languages defined by
the agreements.

The main forms of interaction of the Supreme
Financial control institutions (SFCI) in the prep-
aration and conduct of joint and concomitant
events (audits) are::

- contactandworkingvisits of representatives
of the SFCI;

- conducting consultations;

- information exchange;

- coordination of methods for conducting
joint activities (audits), solving problems and
problems that arise during their implementation.
[10]

The interaction of the SFCI should be based
on their compliance with the agreements on co-
operation, the legislation of the SFCI's States, the
international legal principles of independent au-
dit (control), as well as on the principles of mu-
tual respect, trust, equality and partnership. In
the event of disagreements between the SFCI on
the organization, conduct and registration of the
results of joint and parallel events (audits), nego-
tiations and approval procedures are conducted
to resolve them.

In accordance with the standard, to conduct
joint events (audit), joint groups are formed from
representatives of the SAl’s participating in the
event (audit), the composition of which is de-
termined by the program for conducting a joint
event (audit).[6]

Participants in joint and parallel events (au-
dits) - the possibility of exchanging information
classified as a state or other legally protected
secret by the central bank is determined in the
agreements in accordance with the national
legislation of this central bank. WWI employees
who are part of the performers of events (audit)
are obliged to comply with the legislation of the
host state, the rules and procedures for conduct-
ing such events (audit) and the terms of agree-
ments.

The SFCls, where the objects of joint activities
(audit) are located on the territory of the states,
provide all participants of such events (audit)
with access to reference legal systems, as well
as provide an official translation of legislative

and regulatory legal acts necessary for conduct-
ing joint activities (audit). The results of joint and
concomitant activities (audit) at control (audit)
facilities are drawn up by the documents speci-
fied in the agreement and signed by the repre-
sentatives of the SFCI who conducted the activi-
ties (audit) at these facilities.

According to this standard, coordinated audit
is regulated in such countries as Belarus, Arme-
nia, Kyrgyzstan, Moldova, Tajikistan, and Kazakh-
stan. The reason is that they are part of the CIS
countries.

In the practice of the Russian Federation, the
concept of a wide application of three types of
coordinated audit is clearly observed. For exam-
ple, in 2011-2013, about 10 audits were conduct-
ed simultaneously with different organizations/
countries for different purposes. In 2011-2013,
a joint audit of the use of funds from the budget
of the Union state allocated for the implementa-
tion of the joint program “Development of prom-
ising resource-saving environmentally friendly
technologies and equipment for the production
of Biological full-fledged mixed feed” was con-
ducted.” [11]

In 2013, the Accounts Chamber, together with
the Vietnam SAl, conducted a parallel monitoring
service to check the initial stage of the invest-
ment project for the construction of the NPP
“Ninthun-1".[12]

A significant event in the development of
bilateral relations between Russia and Kazakh-
stan was the audit of the Accounts Committee
for Control over Execution of the Republican
Budget of the Republic of Kazakhstan in 2012,
which the Accounts Chamber of the Russian
Federation conducted under the name “audit of
partners”.

“In accordance with the agreement be-
tween the Government of the Russian Fed-
eration and the Government of the Republic
of Kazakhstan on monitoring the implemen-
tation of joint Russian and Kazakh projects
in the field of electric power industry™, the
agreement on expert and analytical activi-
ties was finally approved.” The purpose of the
event is to promote the further development
of cooperation between Russia and Kazakh-
stan in the electric power industry.[12]
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Conclusion

We have a lot to learn from these examples.
For example, a coordinated audit performs such
functions as not only establishing cooperation
between countries, but also contributing to the
prompt resolution of issues through the exchange
of experience, holding several events at the same
time, and strengthening independence in the au-
dit process. Only two types of this audit exist in
the practice of our country.[13] Based on the ex-
perience of other developed countries, the intro-
duction of a connected audit would allow us to
choose the positive aspects of joint and parallel
audit and conduct topical issues of our country at
the international level.

Although there are some difficulties in deci-
sion-making, as in the practice of Australia, the
further development of an important type of au-
dit in solving very pressing global problems at the
same time, at an effective time, as in Russia, is in
the hands of the country’s state audit sympathiz-
ers.
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INTOSAI-FA MYLUE XXAO-HbIH, KEJIICUTTEH AYOUTTI
XYPri3y To)XXIPUBECI

MeMmneKkeTTiK ayauTTiH apkacbiHAa e3eKTi Macenenep 6oii-
bIHLLIA TEKCePYeP XYPrisinin, katenikrep, 6y3yLblnbIKTap XaHe
onappblH, anaplH-anyfablH, MYMKIH >Xonfapbl aHbiKTangpl. An
6y3yLUbINbIKTapAbl aHbIKTay, ONnaphbl Ot 6GOoMbIHLIA KeHeC

6epy - ap6ip engiH, XXAO MiHAeTTepiHiH, 6ipi. COHAbIKTaH OCbl
Makanaga LeT engepain, 03blk, TOXIpUOeciH oiaH api 3epaeney
KaXeTTiri Herisgenin, MemMnekeTTiK ayauT >XaHe KapXblsblk,
6akblnay opraHfapblH GipikTipeTiH 6ac yihbiM- INTOSAl+a
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Mylle MemnekeTTepaiH, XXAO-HbIH, Toxipubeci TangaHgbl.
Atan antkaHga, ABcTpanus, Pecelr, YkpauHa cusikTbl enpgep-
Je KenicinreH ayauTTi yWbIMAACTbIPY XXSHe XXYPridy TopTioi
3eptTengi. 3epTTeynep HaTwxeciHAe ABcTpanus, Pecei, Ykpa-
WHa CUAKTbI eNnfiepAe KenicinreH ayAuTTiH YL Typi nanganaHbl-
naTbiHbl aHbIKTanabl: Katap, 6ipfeckeH »oHe YWAnecTipinreH.
ABTOpnap OTaHAbIK KYKbIKTbIK akTinepai Tangay HerisiHae
KasakcTaH Pecny6nukacbliHaa KenicinreH ayauTTiH eki Typi,

aTtan anTkaHZa Kartap >aHe 6ipneckeH Typi nainganaHbinatbl-
HblH aHblkTagpl. LLeT engepaiH ToxipubeciH Herisre ana oTbl-
pbin, MEMJIEKETTIK ayAuT XoHe KapXbliblk, 6akblnay opraH-
Japbl KbI3METIHIH, ToOXipnbeciHe yinecTipinreH ayauTTi eHrisy
YCbIHbINAbI.

Tywin ce3pep: KenicinreH ayauT, ymnecTi-pinreH ayaumr,
INTOSAI, engep bIHTbIMakTacTbiFbl, TM/.
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OorbIT NPOBEAEHUA COMMMTACOBAHHOIO AYAUTA
BOA-YHJIEHAMU INTOSAI

bnarogapA rocyfapCTBEHHOMY  ayauTy  MpoBOAATCA
MpoBEpKM MO aKTyaslbHbIM BOMPOCaM, BbISIBAAIOTCA OLWIWG-
KW, HapyleHus, n BO3MOXHble NyTW WX nNpefoTBpaLlLle-
HUA. A BbISiBNIeHWe HapyLUeHWI, KOHCY/bTUPOBaHME Mo WX
ycTpaHeHuto - oAHa u3 3agady BOA kaxpon ctpaHbl. [lo-
3TOMY B AaHHOI cTaTbe 060CHOBaHa HeEO6XOAUMOCTb Aaslb-
HeWLero M3yyeHUsa nepefoBON MNPAKTUKKM  3apyOeXHbIX
CTpaH, npoaHanusupoBaH onblT BOA rocygapcTB-4seHOB
INTOSAI, rnaBHOM opraHu3auuy, O6befMHsIIoWEN opra-
Hbl FOCYAApPCTBEHHOro ayauTa U (UHAHCOBOrO KOHTPOSS.
B pesynbTarte nuccnegoBaHun yCTaHOBJIEHO, yTO

B TaKux CTpaHax, kak ABcTpanus, Poccus, YKpamHa Ucnosib3yroT-
cATpUBMAacoriacoBaHHoroayauTa: napasnnenbHbli, COBMECT-
HbINUCKOOPAMHMPOBaHHbIN. ABTOpPaMMHaOCHOBeaHanuMsaore-
YeCTBeHHbIX MPaBOBbIX aKTOB BbIAAB/EHO, YTO B Pecny6nunke
KasaxcTaH Mcnosib3ytoTca ABa BMAa CoriacoBaHHOro ayauTa,
a VIMEeHHO napaJssiefibHbli U COBMeCTHbIA. OCHOBbIBasAChH Ha
onbITe 3apy6eXXHbIX CTPaH NPeASIoKeHO BHeApeHe CKOOpAN-
HUPOBAHHOIO ayauTa B NPaKTUKY AEeATeNbHOCTU OPraHoB ro-
Cy[apCTBEHHOTO ayAnTa U GUHAHCOBOrO KOHTPOSIS.
KnioueBble cnosa: CornacoBaHHbI ayAnT, CKOOPAUHU-
poBaHHbIn ayauT, INTOSAI, coTpyaHuyecTBo cTpaH, CHI.

36 | Ne1(54)2022



