FUNCTIONAL REVIEW OF THE ACCOUNTS CHAMBER OF THE RUSSIAN FEDERATION

Introduction

1       This review represents an important step in the
institutional development of the Accounts Chamber of the
Russian Federation (the Chamber) as it evolves from its
current status as a permanent State financial audit body
to become a modern Supreme Audit Institution (SAI). It
provides a high level review of the Chamber comparing
its current roles and functions with international best
practice among SAIs. The review also assesses the context
in which the Chamber is operating currently and considers
what more it mav be able to do to contribute better to
the process of public sector financial and administrative
reform and modernisation in the Russian Federation.

2       To accelerate the development of the Chamber,
the review identifies the main strategic decisions
relating to the future role, responsibilities, organisation
and management of the Chamber. It sets out an initial
plan of action with an expectation of further work and
periodic reviews to develop specific functions, state audit
responsibilities, and financial and performance audit
methodologies.

3       A team from the United Kingdom's National Audit
Office undertook the review, comparing the functions and
activities of the Chamber with INTOSAI standards and best
practices. The review was undertaken with the support of
the DFID-funded Public Administration Reform Project
under a sub-contract from Oxford Policy Management.
The methodology for undertaking the review and the
membership of the review team is set out at Annex 1.

Main conclusions

4       The Chamber undertakes a broad range of work
which supports accountability and it has many of the
key elements of a modern SAI. For example, the legal
requirement that Government bodies have to respond to
the Chamber's audit findings and the Chairman's powers
to appoint and dismiss employees.

5       To develop into a fully-fledged SAI the legal basis of
the Chamber needs to be further developed. This would
include the legislative confirmation of the status of the
Chamber as the Supreme Audit Institution of external
financial control in the Russian Federation. At the same
time the opportunity should be taken to clarify the
Chamber's responsibilities and powers in relation to the
Ministry of Finance and government departments and
ensure that there is consistency between different laws
which affect the Chamber's work. Consideration should
be given to developing the legal basis of the Chamber so
that it is given responsibility for: examining and giving an
opinion on the effectiveness of internal financial and other
control systems in government departments; establishing
auditing standards across the Russian Federation; and
reviewing the quality of other public external audit bodies
operating in the Russian Federation.

6       To further strengthen the independence of the
Chamber, consideration should be given to establishing a
Commission of the State Duma to review and approve the
Chamber's annual budget and to appoint through legislation
an independent external auditor to audit the Chamber. At
the same time, consideration could be given to providing
the Chamber with the powers to: set the pay and conditions
of its staff, subject to ratification by the State Duma; to raise
and retain income under clearly specified conditions; and
to contract audits and other activities to the private sector
where the Chamber considers that would be advantageous.

7      The Chamber's responsibilities for work on
the federal budget form the core part of its existing
responsibilities. As control and accountability systems
elsewhere in the Russian system develop so the
Chamber's role will need to evolve. In the medium
term, the Chamber will need to continue its joint work
with the Ministry of Finance to help clarify roles and
responsibilities. At the same time, as part of its annual
audit responsibilities, the Chamber should play an
increasingly central role in reviewing the effectiveness
of internal audit units in budget-holding organisations,
proffering advice where necessary to help strengthen
units and internal controls more generally.
8       The Chamber should progressively develop its
capacity to undertake a range of performance audits and
audit the performance measurement systems which are
being established as part of the Russian Government's
implementation of results-based budgeting. Here initially
the role will be to comment and offer advice on the
implementation of the new approaches to budgetary
planning. Once established, the Chamber will then be
able to provide audit opinions on new systems of financial
management and the results being achieved.

9       In the future, taking account of wider corporate
governance reforms, it is likely that the Chamber will need
to develop capacity to review risk management systems
across the public sector. Where such changes have been
introduced in other modern economies, they have had
major changes in the ways SAIs operate and they required
substantial re-training programmes for staff to ensure they
are fully conversant with the new approaches and able to
carry out the full range of financial audit work.

10     In addition, the Chamber should continue the work
it is doing to support the audit bodies of the constituent
territories of the Russian Federation continuing to look for
ways of developing and implementing common standards
and consistent approaches.

11      While having most of the systems in place that
one associates with an established SAI, there are some
areas which the Chamber could enhance to improve its
operations. It has built up a strong methodology section but
now needs to develop a more rigorous quality assurance
system - involving internal and external reviews of the
quality of audits as well as surveys of client satisfaction.
Much is being done to recruit and retain able staff but staff
skills could be further enhanced through regular rotations
between audit areas and periodic secondments to other
external bodies. Monitoring systems are in place to ensure
audits are completed on time but greater rigour could be
introduced in how costs are monitored.

12     The Chamber has a number of ways to disseminate
the findings of its audits ranging from press conferences,
briefings, and interviews with the Chairman and auditors
to its Annual Report and other publications. But it could
be more transparent as regards working methods. The
annual audit programme should be built on a sound and
thorough analysis of audit risks with a proper system for
allocating the Chamber's resources taking account of risks,
and the basis for this programme should be made public.

Way forward -
recommended actions

13     The further development of the Chamber should
be based in the short term on building up audit
and organisational capacity in accordance with the
requirements of Russian federal legislation. In the medium
term, the Chamber should seek to drive up external audit
standards and overall financial controls through joint work
with the Ministry of Finance to deal with the problems of
the development and interaction between external and
internal audit, and improvements to the self-audit system
within executive bodies. In the longer term the Chamber
should seek to develop further the attributes of a modern
SAI. This would strengthen how the Chamber's work is
used by the State Duma, make the impact of its work
more transparent to civil society, and enable the Chamber
to play its rightful role in strengthening accountability
and supporting democracy. Annex 2 sets out the detailed
recommendations.
PART 1

What is the Accounts
Chamber of the Russian
Federation?

14     The Chamber was set up as a legal entity in 1995
by the Federal Assembly of the Russian Federation as
a permanent state financial audit body. The Chamber
operates in accordance with the Constitution of
the Russian Federation
. Although the Chamber is
accountable to the Federal Assembly, it has organisational
and functional independence and cannot be suspended as
a result of the dissolution of the Assembly.

15     The Chamber's tasks
 are:

•       to organise and exercise control over timely
execution of income and expenditure items of the
federal budget and federal extra budgetary funds in
terms of volume, structure and purpose;
•       to determine the effectiveness and expediency
of disbursement of state funds and use of federal
property;
•       to evaluate the justification for income and
expenditure items of draft federal budgets and
federal extra-budgetary funds;
•       to carry out financial examination of draft federal
laws, as well as of regulations enacted by federal
government bodies - envisaging expenditures which
are covered by the federal budget or which influence
the formation and execution of the federal budget
and federal extra-budgetary funds;
•       to analyse deviations found from the indicators
established for the federal budget and federal extra-
budgetary funds, and to prepare proposals directed
to elimination thereof and to the improvement of the
budgetary process as a whole;
•       to exercise control over the legality and timely
movement of federal budget resources and State
property and the resources of federal extra-budgetary
funds within the Central Bank of the Russian
Federation, banks authorized by it and within other
financial and credit institutions of the Russian
Federation; and
•      to regularly provide the Federation Council and the
State Duma with information on progress in the
execution of the federal budget and the results of
audits and other control measures.

16     A large part of the Chamber's work is concerned
with control over the federal budget::
'For the purpose of exercising control over fulfillment
of the federal budget the Federal Council and the
State Duma of the Federal Assembly of the Russian
Federation establish the Accounts Chamber of the
Russian Federation, the composition and the rules
governing its activities shall be determined by
the Federal Law' (The Constitution of the Russian
Federation (Article 101, paragraph 5).

The Chamber carries out ex-ante, current and ex-post audits
of the controls over the execution of the federal budget and
the budgets of the state extra-budgetary funds; and the use
and management of federal property, including such areas
as accounting for, and the use of, state assets whether they
be in private or state control. This involves a continuous
three-year cycle of controlling the execution of the budget
each fiscal year. In the course of each calendar year the
Chamber works simultaneously with budgets of three
years, whilst the budget of each calendar year is in one of
the stages of the three-year cycle - preliminary control of
the next year's draft project; current control in course of
execution of the current year's budget; and inspection of the
budget executed in the preceding year.

17     Another important aspect of the Chamber's work is
the expert examination of draft laws and other legislation,
international treaties, federal programmes and other
documents involving expenditure from the federal
budget, the budgets of state extra-budgetary funds, federal
property and finance of the Russian Federation as well
as preparation of analytical materials related to the State
finance control. This work results in the identification of
specific violations or weaknesses.

18     In addition, the Chamber carries out performance
audits and a wide range of other forms of analysis,
evaluations, scientific research work and other activities
aimed at fulfilling its objectives. The Chamber has created
an Analytical and Methodology Department which
determines the audit standards for both financial and
performance audit work. This department also
coordinates work on the creation of the legal basis
for the conduct of audits.

19     The organisation of the control and inspection
of the Chamber is based on the principle of collective
leadership exercised by the Collegium of the Accounts
Chamber. The Collegium is composed of a Chairman, a
Deputy Chairman and twelve Auditors of the Chamber.
The Chamber's audit staff are known as 'Inspectors'
and they are afforded State protection
. The Collegium
meets on a weekly basis and decisions require a majority
support - all members have an equal vote. On the basis
of the conclusions reached on the documents reviewed
by the Collegium, resolutions are adopted, which are
signed by the person chairing the Collegium session. Any
member, or group of members, of the Collegium who
does not agree with its decision may within three days
submit a special opinion to the Chairman of the Chamber,
which must be attached to the Collegium's resolution and
published together with it.

20     When control and audit materials are presented
to the Chambers of the Federal Assembly of the Russian
Federation, it is mandatory for the special opinion of the
members of the Collegium to be submitted together with
them. Where the Chairman or Deputy Chairman of the
Chamber has expressed a special opinion, they shall
be entitled to speak to give a supplementary report.
The Collegium:

•       adopts the Chamber's Internal Rules on the
basis of a joint proposal from the Chairman and
Deputy Chairman;
•       ratifies the coverage of the individual work areas for
which the Chamber's Auditors are responsible;
•       ratifies the Chamber's annual work programme and
also additions and amendments thereto;
•       ratifies the methodology and standards for audits and
inspections carried out by the Chamber and opinions
on draft federal laws;
•       ratifies audit reports, evaluations and analyses
and also information communications for the
State Duma, the Federal Council, the President
of the Russian Federation, the Government of the
Russian Federation, the organs of executive power,
government establishments, the Federal State
Prosecutor's Office and the mass media; and
•       signs agreements on cooperation between the
Chamber and control and audit bodies in the
constituent territories of the Russian Federation
and CIS countries.

21     Auditors are members of the Collegium and head
the Chamber's specific work sections, which cover a
set, group or all of various revenue or expenditure items
of the federal budget. The expenditure and revenue
areas covered by a particular Auditor are determined
by the Collegium
. Within their spheres of competence,
established by the Chamber's Internal Rules, Auditors
deal independently with matters concerned with
the organisation of the work in their areas and are
accountable for the results achieved
. Inspectors report
to the Auditors in the inspectorates in which they work.
All internal support functions, including for example, the
Legal Department, the Analytical and Methodological
Department, the Organisational Department, and the
Government Service and Personnel Department report
to the Chairman via the organisational/methodology
services of the Head of the Apparat who is responsible for
the Chamber's administrative and support services. The
Chamber considers its employees have the specialist skills
appropriate for the department in which they work and
the work they do is carried out in accordance with the
laws on the Russian Federal Government Service.
PART 2

Why is a review needed at
this time?

22     The Chamber wants to further develop its audit
functions in the light of international best practice.
Much of the Chamber's effort is currently directed at
external auditing of the budget, checking that expenditure
complies with Federal Budget items, and that extra
budgetary funds are properly accounted for and federal
property protected. This was a priority when other systems
of financial control in the Russian Federation were also in
need of attention. However, with the development of the
treasury system for the execution of the federal budget,
improvements in accounting practice in the state sector,
the creation of improved internal audit capacity within
the executive, plus the move to performance or results
based budgeting, there is scope for the Chamber to place
a greater emphasis on its ex-post, external audit function.

23     As part of this, the Chamber plans to expand the
volume of its performance audit work. However, the
Chamber recognises the need to improve the relevant
legislation in order to reinforce its independence and to
increase its rights to conduct performance audits. This
concerns supplementing the Federal Law "Concerning
the Accounts Chamber of the Russian Federation" with
directly applicable regulations giving the Chamber a
mandate to conduct performance audits.

24     There continue to be opportunities for the
Chamber to contribute to wider public sector reforms.
For example, the Chamber has a crucial role in improving
democracy and accountability by fostering a control
framework which enables government organisations to
combat financial operations linked with international
terrorism and organised crime, environmental damage,
and economic downturn. The Chamber believes that, by
promoting transparency and accountability, an effective
SAI can make a significant contribution to combating
risks such as money laundering, fraud and corruption.
By highlighting cases of waste, inefficiency and leakage
from corrosive corruption, the Chamber helps to ensure
that resources are used to promote reform, public service
improvement and poverty alleviation.

25     The reforms will also introduce the concept of
performance indicators and measures under the concept
of Performance Oriented Budgeting. As in other countries,
there may also be a role for the Chamber in assessing and
verifying the systems used to measure performance and
assess the performance and value for money implications
of the measures themselves. This is a key opportunity to
strengthen the role and impact of the Chamber.

26     An important aspect of the development of
public financial audit in the Russian Federation is the
development of the necessary methodological resources
and the introduction of improved quality assurance
arrangements. In 2001, the Chamber set up the Analytical
and Methodological Department to drive through
improvements on audit methods and work has been done,
for example, on improving the methods used for assessing
the draft federal budget for the upcoming financial year
and reports on the execution of the federal budget for the
reporting financial year.

27     The Chamber also has an important role in
building up audit competence in Russian public sector
organisations and, in particular, improvements in the
quality of the audits carried out by the control and
audit bodies of the constituent territories of the Russian
Federation. Audit bodies within the constituent territories
of the Russian Federation are not accountable to the
Chamber but an Association of Audit Bodies of the
Russian Federation has been set up on a voluntary basis
and provides a forum to disseminate and recommend
good practice. The Association has adopted a Declaration
of the principles governing the work of control and audit
bodies in the Russian Federation, a Code of Ethics for
Employees of Russian Federation Auditing and Accounts
Authorities and is developing a set of principles to cover
authorities' activities. The Chamber continues to work
within the Association of Audit Bodies to develop and
foster the application of consistent auditing standards and
to improve the quality of regional audit.
28    The Chamber considers that a system of
external State audit standards is vitally important for
the development of State financial audit. The basic
framework of a system of external State audit standards
has been produced and ratified by the Collegium of
the Chamber and it is planned to use it as a basis for
the development of these standards, the work to be
completed by 2006. In producing these standards,
account will need to be taken of INTOSAI auditing
standards, international auditing standards and auditing
standards ratified by the Russian Federal Government. It is
planned to use these standards in the future to develop a
methodological resource base for control and audit bodies
in the constituent territories of the Russian Federation.
The Chamber also considers that the development of the
internal audit system and the standardisation of audit work
will facilitate the wider use of internal audit results in the
Accounts Chamber's work and will improve the quality of
auditing in the Russian Federation.

29     In view of the extensive reform programme being
implemented in Russia and priorities such as the fight
against international terrorism and the aim of cutting
off all types of funding for it, the Chamber needs to
gradually develop its capability to participate in the
conduct of various audits at international level, for
example the audit of UN programmes and those of
other international funds and organisations in which
Russia is participating. This will undoubtedly support
the Chamber's existing international obligations, taking
account of its increased international links and its active
participation in the work of international organisations
of SAIs. For example, in 2003 the Accounts Chamber
signed cooperation agreements with 28 SAIs and actively
participated in the work of five international organisations.
The Chairman of the Accounts Chamber, S.V. Stepashin,
during the period covered by this functional review, was
the President of the European Organisation of Supreme
Audit Institutions (EUROSAI).
PART 3

Steps necessary to
become a modern
Supreme Audit Institution

30     A modern SAI should have most of, if not all of,
the following:
•       Independence - supported by effective
constitutional/ statutory/ legal framework, security
of tenure for senior managers, and secure funding,
plus freedom to set priorities and its programme of
work
, to report to Parliament when necessary
 to
follow up recommendations
 and to make reports
public
, to recruit, reward and dismiss staff
, and
to have access to adequate resources to undertake
its work.
•       Relationships - clear inter-relationships and
interactions with central and regional government
agencies which support the SAIs work and provide
feedback on its performance.
•      Scope - all auditing activities within its
mandate
 including carrying out audits and
performance audits
.
•       Methods - a strategy for continuous improvement
with a clear vision and priorities supported
by quality assurance processes covering audit
activities
 and key internal processes and controls.
•       Staff - the necessary range of skills, knowledge
and experience
,
 supported by audit methods
and documented processes which comply with
appropriate auditing standards
 supplemented with
guidance and advice
, an explicit commitment
to openness, and clearly defined division of
responsibilities of members of board/court/
collegium
 ensuring respect for the principle
of division of powers.
•       Modern office - proper systems, sufficient IT and
other infrastructure to support its audit work and
monitor its performance including processes in place
to measure the effectiveness and value for money of
the work carried out.

31     The remainder of this report outlines how the
Chamber functions compare with these core areas and
sets out specific actions to develop the Chamber as an
even more effective SAI.

Independence

32     The Chamber has many of the organisational and
functional elements of independence but some could
be clarified and strengthened. It is a permanent body
of state financial control and its activities are undertaken
in accordance with the Constitution of the Russian
Federation (Articles 101-103), the Federal Law "On the
Accounts Chamber of the Russian Federation", and other
Acts of the Russian Federation. However the Constitution
of the Russian Federation is unclear about the independent
status of the Chamber which makes its work potentially
vulnerable. There is no clear, legally established separation
between the powers of external and internal audit bodies.
33     The Chairman is appointed by the State Duma for a
period of six years on the proposal of the President of the
Russian Federation. The resolution on the appointment of
the Chairman is adopted by the State Duma by a majority
vote. The Deputy Chairman is appointed by the Federal
Council for a period of six years on the proposal of the
President of the Russian Federation. The resolution on
the appointment of the Deputy Chairman is adopted by a
majority vote of the members of the Federal Council.

34     Half the twelve Auditors are appointed by the State
Duma and the rest by the Federal Council for a period of six
years. The resolutions by the State Duma and by the Federal
Council on the appointment of the Auditors are both
adopted by a majority vote. If a vacancy for a Chamber
auditor arises, it must be filled within two months. Within
the limits of their competence, defined by the Chamber
Internal Rules, the Auditors deal independently with the
organisation of the work in their specialist areas and are
accountable for the results achieved. The backgrounds of
the Auditors vary but most have experience of state control,
finance or are former politicians.

35     The activities of the Chamber cannot be suspended
because of the dissolution of the State Duma. The
professional independence of the Chairman and Deputv
Chairman and the Chamber auditors is further supported
by the fact that they may only be dismissed from office
before the end of their term by the same chamber of
the Federal Assembly of the Russian Federation which
appointed them if:

•       they violate the laws of the Russian Federation or
abuse their official powers, if at least two thirds of
the appropriate members of the Federal Council or
the State Duma vote in favour of such a resolution;
•       they submit personal notice of retirement;
•       they are ruled to be legally incapable by a court
decision having legal effect;
•       they reach age 65; and
•       in the event of a new convocation of the chambers
of the Federal Assembly of the Russian Federation, in
which case the resolution on the early termination
of the term of office of the Chairman and Deputy
Chairman and auditors of the Chamber may be
adopted by the corresponding chamber of the
newly summoned Federal Assembly of the Russian
Federation not earlier than six months after it assumed
its functions, provided that at least two thirds of the
members of the Federal Council or the State Duma, as
appropriate, vote in favour of such a resolution.

36    The arrangements for the appointment of the
Chairman, Deputy Chairman and Auditors provide security
of tenure and conform to international best practices.
The State Duma, on the recommendation of the President
of the Russian Federation, ratifies the appointment of
the Chairman of the Chamber and he or she cannot be
removed without due cause (Examples 1 and 2).

Example 1: The Canadian Auditor General

The Canadian Auditor General is appointed by the
Governor in Council, and holds office for a term
of ten years. He may be removed by the Governor
in Council on address of the Senate and House of
Commons. The Auditor General audits the accounts
of Canada, and may, when the Governor in Council
requests, inquire into and report on any matter
relating to the financial affairs of Canada or to public
property, or inquire into and report on any person
or organization that has received financial aid from
the Government of Canada or in respect of which
financial aid from the Government of Canada is
sought.

Source: http://www.oag-bvg.gc.ca/

Example 2: Bundersrechnungshot
The Federal Court of Audit Act sets out the
constitutional status of the Bundesrechnungshof.
It has 63 Members, namely the President, the Vice
President, nine Senior Audit Directors and 52 Audit
Directors. They have judicial independence and a
constitutional status similar to that of judges. They
cannot be dismissed and are subject only to the
law. Since 1985 the appointment of the President
and Vice President of the Bundesrechnungshof has
been by joint action of the Federal Government
(right of approval), the Bundestag and the Bundesrat
(election) and the President of the Federal Republic
of Germany (appointment). Election by the two
Houses of Parliament requires an absolute majority
in both Houses. Appointments for both officers
are for a period of 12 years or until the statutory
retirement age of 65, whichever is the earlier. The
other members of the Bundesrechnungshof are
appointed by the President of the Federal Republic
upon proposals made by the Bundesrechnungshof's
President. The final output from the individual audits
is in practice decided by the collegiate body.
Source: http://www.bundesrechnungshof.de
37     The Chamber has the right to report
 to the
Federal Assembly and to publicise its findings. The
Chamber reports to the State Duma (the Budget and
Tax Committee) and the Federation Council (the
Commission on the Interaction with the Accounts
Chamber of the Russian Federation). The Chamber's
annual report must be approved by the Collegiate Board
of the Chamber and submitted to the State Duma and the
Federal Council. After being reviewed by a plenary session
of the State Duma, the report is reviewed by the Federal
Council. After review by both Houses of Parliament,
the report is published. Individual audit reports are also
submitted to the State Duma and the Federal Council.
The reports are generally published in the Accounts
Chamber Bulletin and the Chamber routinely issues press
releases on the results of audits conducted. The principal
results of audits are submitted to the Government of the
Russian Federation and the most important information
on the results of audits is submitted to the President of the
Russian Federation.

38     Arrangements are in place to ensure that the
Government responds to the Chamber's findings and
Government bodies are required by law to respond to
the Chamber's audit findings. This aspect is important
as it supports the wider reform programme. In doing so
it demonstrates the value of the Chamber in undertaking
work that leads to change and enables the Chamber
and the Duma and Federal Council to follow up its
recommendations and hold the government organisations
accountable for progress.

39     There is scope to increase the independence of
the arrangements for funding the Chamber's work.
Expenditure on funding the Chamber is determined as part
of Federal Budget expenditure for the upcoming calendar
year which, in the form of a federal law, is ratified by the
State Duma and signed by the President of the Russian
Federation. In addition, in the event of disagreement with
the executive, the Chamber has the right (Article 186 of
the Budgetary Code of the Russian Federation) to submit a
draft estimate of the Chamber's revenues and expenditure
to the State Duma together with the draft Federal Budget.
This represents a potential conflict of interest as the
Chamber's budget must be approved by the Federal
Government (in the person of the Minister of Finance),
its client. In contrast, to be seen as fully independent of
the executive arm of government, some SAIs receive their
funding directly from their Parliaments, via a special body
set up to scrutinise and recommend to Parliament the SAI's
budget (Example 3).

Example 3: UK National Audit Office.

The NAO's budget is approved by an independent
Committee of Parliament - the Public Accounts
Commission which also scrutinises the costs and
performance of the Office, appoints the external
auditors for the NAO and commissions performance
audits of the NAO's work.

40     Greater budgetary independence needs to be
balanced by an increased focus on transparency in
the work of an external auditor. To ensure that public
monies provided to an SAI are properly managed,
the Parliamentary body charged with reviewing, and
submitting proposals for the approval of, an SAI's budget
will want to ensure that these funds are externally audited.
They may also expect to approve the SAI's performance
targets and to periodically assure themselves that the SAI
is operating efficiently and effectively (Example 4).

Example 4: Office of the Auditor General
of Canada

The Office of the Auditor General of Canada has an
external auditor appointed by the Treasury Board to
audit the financial operations of the Office annually.
The auditor's report is submitted to the Treasury
Board and tabled in the House of Commons. The
Office of the Auditor General submits annual
spending estimates to Parliament and the Standing
Committee on Public Accounts calls the Auditor
General to explain the spending of its estimates and
the management practices of the Office.
Source: http://www. oag-bvg.gc. ca/

41     To be able to attract and retain appropriate staff
the Chamber may need to be given the powers to set
the pay and conditions for its own staff. The SAIs in
many countries have found it necessary to set pay and
conditions which are superior to those in many other
parts of the civil service. Skilled audit staff are in high
demand and in many countries can earn substantially
more in the private sector. While SAIs are unlikely to
be able to compete with the private sector with equally
attractive remuneration packages, the intrinsic satisfaction
of working for an SAI, may enable the SAI to retain good
staff. The freedom to set pay and conditions would be
open to scrutiny as part of the budget approval mechanism
with Parliament.
42     The Chamber does not have its own sources of
revenues, as this is not provided for by the laws of the
Russian Federation. In the future, the Chamber may
wish to have the freedom to take on additional fee-for-
service activities. For example, bidding for and winning
contracts to audit international agencies. To do this highly
prestigious work, SAls need the power to charge fees for
services and to retain earned income.

43     The Chamber has sufficient powers to access
the information required to undertake its activities.
The Chamber has the right to request and receive from
enterprises, establishments, organisations, banks and
other credit and finance establishments, regardless of
the forms of ownership, all the required information and
documentation required to sustain its activity. The illegal
refusal to provide such information (documents, materials)
available or an evasion to do so as well as provision of
wittingly incomplete or false information to the Chamber
entails prosecution. The control organisations of the
President and the Government of the Russian Federation,
of the ministries and bodies as well as other state control
organs are obliged to assist the Chamber in its work and
present at its request information on the results of control
and audit checks carried out by them. The Chamber has
the right within its competence to involve in its control
and inspection activities the state control organisations,
non-state auditing services and specialists on a contractual
basis.

44     When carrying out operational (current) audits
of the federal budget, the Chamber has however
experienced problems with obtaining timely and full
information from the Federal Treasury Department of
the Federal Ministry of Finance. During recent years, it
has been the practice for the Federal Law on the federal
budget for the upcoming financial year to suspend
certain paragraphs of Article 14 "Operational audit of
the execution of the federal budget" of the Federal Law
"Concerning the Chamber of the Russian Federation". At
the request of members of the Federal Council, in 2004
the Federal Russian Constitutional Court gave a ruling that
such suspension is unlawful.

45     The Chamber does not have powers to establish
offices outside Moscow. The Chamber should have the
power to deploy its resources where it believes these can
be most effectively used. Although the majority of the staff
will remain in Moscow close to the main government
organisations, over time it may be more cost-efficient
when auditing federal monies spent in the regions to
establish a network of regional offices.

Relationships

46     The Chamber's main relationship with other key
players - the State Duma, the Federal Council, the
President of the Russian Federation, the Russian Federal
Government, the Ministry of Finance, the Ministry of
Economic Development and Trade, government audit
bodies and the control and audit bodies in the constituent
territories of the Russian Federation is set out in Annex 3.

47     The Chamber's control authorities and
responsibilities apply to the work of public
organisations, State extra-budgetary funds and other
non state non-commercial organisations. These include
areas related to receipts, transfer or use by them of the
federal budget's assets, the use or management of federal
property, as well as in the area of benefits and privileges
granted by the federal legislation or federal government
bodies in taxation, customs operations and other activities.

48     The Chamber has begun to improve
co-operation with government bodies. The management
of the Chamber and the law-enforcement bodies have
undertaken a number of measures to improve cooperation
and put their relationship on a permanent and systematic
basis. The Chamber has signed cooperation agreements
with a number of law-enforcement bodies and other
government bodies. In 2000 a Department for Relations
with Government Bodies was established to extend
contacts with law-enforcement bodies. It has produced
recommendations for cooperation between the Chamber
and the law-enforcement bodies in the State financial
audit field.

49     In taking these issues forward, the Chamber will
need to develop work with other state organisations and
entities involved in delivering reforms. For example, the
Chamber has developed a team which audits the federal
budget expenditure on the banking system. Developments
in Russia's tax, banking and financial systems will mean
that this team has to refine its audit methodologies and
work more closely with other controlling bodies to
exchange information and methods (Example 5).
Example 5: The Australian National
Audit Office
The primary focus of Australian National Audit
Office (ANАО) 's role has moved from ensuring
compliance with legislation to a broader approach
to assist agencies in improving public administration.
This requires considerable cooperation between
the ANAO and the bodies with which it deals. Links
are being constantly formed and strengthened
through a range of activities including assistance to
parliamentary committees, liaison with state and
territory and international counterparts such as
INTOSAI, the accounting profession and with audit
committees of individual agencies.
Source: Auditor General Annual Report 2003-04

50     The Chamber recognises that the development
of the internal audit system will facilitate the wider
use of internal audit results in the Chamber's work
and will improve the quality of auditing in the Russian
Federation. However, it also recognises that much
work will be needed to ensure that internal audit units
are operating properly. If the Chamber is to act as an
SAI it needs to be given powers to enable it to help to
develop the quality of internal audit in government
departments (Example 6). A strong internal audit provides
some assurance over the systems of financial and other
controls operated by audited bodies. This would enable
the Chamber in the longer term to place more reliance
on internal audit work and would strengthen overall
accountability and efficiency.

Example 6: The United States General
Accountability Office

The Budget and Accounting Procedures Act of
1950 assigns the CAO responsibility for establishing
accounting standards for federal government and
for carrying out audits of internal controls and
financial management.
Source: GAO http://www.gao.gov/
51      There is currently no formal mechanism for setting
national standards for the work of regional and local
audit bodies, nor for reviewing the quality of the work
of such bodies. Regional and local authorities have set up
their own audit bodies also known as accounts chambers
in 88 of the 89 regions of the Russian Federation within
the seven Federal districts of the Russian Federation.
In addition there are some 24,000 independent
municipalities with separate budgets. The Chamber has
been instrumental in setting up on a voluntary basis an
Association of Control and Audit Bodies of the Russian
Federation which provides a forum to disseminate and
recommend good practice among the audit bodies of
the constituent territories. The Association has adopted
a Declaration of the principles governing the work of
control and audit bodies in the Russian Federation, a Code
of Ethics for Employees of Russian Federation Auditing and
Accounts Authorities and is developing a set of principles
to cover authorities' activities. However, the Chamber has
no formal powers to ensure adherence to these principles.

52     While it is important that different layers of
government have independence, it helps if there
is consistency and quality of audit practice and
standards. The Chamber has made great strides to
develop relationships with other layers of government but
consideration needs to be given to ensuring this role in
legislation. The question arises whether the Chamber if
it is to be developed into a SAI should be given the legal
powers to set auditing standards which apply to regional
and local audit bodies. Our view is that the Chamber
should be given standard setting powers but, at least
initially, their implementation should be through voluntary
compliance and promulgation of good practice.

Scope of the Chamber's work

53     The Chamber currently undertakes a wide range of
forms of audit. It undertakes pre-audits, on-going audits
and ex-post audits of the federal budget, has started to
develop a performance audit capability and provides a
wide range of analytical and investigative services for the
Russian Parliament and civil society.

54     The Chamber's main work consists of its control
and audit activities. These controls and audits cover all the
areas for which the Chamber auditors have responsibility.
Resolutions from either the State Duma or Federal Council
signed by one-fifth of either body are subject to mandatory
inclusion in the work programme of the Accounts
Chamber. Some 40 per cent of the Chamber's work is
related to review of the budgets and the rest is demand led
or initiated by the Chamber which gives it some degree
of choice to undertake performance audits looking at
waste, inefficiency and ineffectiveness and also analyses of
organisations' control and audit systems.

55     The largest number of audits is carried out on the
Ministry of Finance, the Ministry of Property Relations
and the Ministry of Industry Science and Technology and
organisations and enterprises located in the Central and
Far Eastern Federal Districts. In total in 2003, 485 audits
were carried out, covering 1405 entities at all levels,
including 98 government agencies. Seven audits were
carried out on the instructions of the chambers of the
Federal Assembly of the Russian Federation and 12 at the
request of the Members of the Federal Council and the
State Duma. Audits were carried out within 67 constituent
territories of the Russian Federation, many of these in
close cooperation with the local control and audit bodies.

56     Inspections covered urgent problems connected
with the formation and execution of budgets of the
federal budget and major aspects of the improvement
of the budgetary process. During the reporting year,
the Chamber carried out 252 of these inspections and
thematic audits, covering the topics in Table 1.

Table 1: Inspection and thematic audit topics
covered by the Accounts Chamber

· the correct and timely payment of tax, Customs and
other compulsory payments into the federal budget,
the state of the tax and budgetary processes in the
regions, the restructuring of arrears of payments

to the federal budget, the taxation of the use of
natural resources and in the alcohol and tobacco
production, trade and sales sectors and external
economic activities.

· how effectively federal budget resources have been
spent on international activities, the state and use
being made of external financial assets owned by the
Russian Federation.

· external economic activities, including military and
technical cooperation with foreign governments.
· the fulfilment of government internal and external
debt obligations.
· the fulfilment by the joint stock company "ALROSA"
of its international obligations regarding the export
of natural diamonds.
· the implementation of the Russian Electricity Sector
Reform Programme and the structural reform of
rail transport.
· procedures for the registration of and rights to the
results of intellectual activity obtained during the
course of R&D carried out using State resources.
· the targeted and efficient use of budgetary resources
allocated for improving standards within the Russian
Federal Armed Forces.
· how effectively budgetary funding is being used for
education, culture and health care.
· the use of federal budgetary resources allocated in
2002 for preventing and dealing with emergency
situations and the consequences of natural disasters
in the Southern Federal District.
· the targeted use of federal budgetary resources
intended for the construction of housing in
rural areas.
· the targeted and efficient expenditure of State capital
investment allocated to St. Petersburg in connection
with the celebration of the 300th anniversary of the
foundation of the city.
· the expenditure of State resources granted in 2003 to
government bodies in the Chechen Republic.
· the use of resources allocated to fund measures
connected with preparations for the autumn-winter
season of 2003-2004 in individual constituent
territories of the Russian Federation.
57     Reforms may also mean realigning some of the
Chamber's activities so they are in line with established
SAI practice. For example, the Chamber has been
involved in chasing taxpayers for overdue tax liabilities.
For most countries this work would traditionally fall
to the agency responsible for collecting tax revenue.
The SAI would limit its responsibility to examining the
controls and systems operated by that agency, provide an
opinion on its financial statements and the effectiveness
of its operations. The latter could involve performance
audits looking at aspects such as debt management,
the effectiveness of measures to combat fraud and tax
evasion and work to estimate the size of the tax gap - the
difference between the tax that should be collected and
that is collected.

58     A particular feature of the Chamber's work in
2003 was the increase in the evaluation and analysis
side. The Chamber presents the Head of State, the
parliament and the general public with independent
information and objective opinions on the state of the
national wealth as a whole and also on how lawfully and
effectively government executive bodies have acted in
the management and use of State finances and property.
33 such evaluations were completed in 2003 focusing on
four main areas:
•       the conduct of audits, evaluations and analyses on
major topics affecting the life of the country and the
state of the public sector of the economy;
•       work on the concepts underpinning the development
of State financial audit;
•       the preparation of proposals to improve the relevant
legislation; and

•       expert assessment of draft federal laws submitted to
the State Duma by the Russian Federal Government.

59     Over the last five years, the Chamber has produced
over 80 analytical reports looking at a wide range of
issues affecting the life of the country and the operation
of the public sector of the economy such as structural
reforms in natural monopolies, the state of government
external debt, extra-budgetary activities within defence.
It has also looked at how effectively shares owned by the
Russian Federation have been managed and assessed the
state of the agribusiness sector, for example looking at the
effectiveness of land valuation. The Chamber's evaluations
and analyses concerned with the assessment of the results
of privatisation in the Russian Federation over the last 10
years' looked at the Russian laws on privatisation and
assessed the role played by the government executive
bodies and officials who carried out the privatisations and
their compliance with the laws and regulations during
the privatisation process. It also analysed the state of the
Russian economy before and after privatisation and also
assessed the state of the social situation after privatisation.
The conclusions and recommendations had a high public
interest, whilst the assessments of the privatisation process
enabled the results of privatisation to be looked at in a
new light. Much of the evaluation and analysis work was
devoted to the audit of federal budget revenues and how
effectively State resources are used particularly in the
social sector.

60     The Chamber submits every quarter, analytical
notes and operational information on federal budget
funding received by the constituent territories of the
Russian Federation and closed administrative-territorial
formations and also on the financial activities of the
Federal Council, the State Duma and the authorised
representatives of the President of the Russian Federation
in the Federal Districts. The Chamber has also regularly
submitted proposals for the draft annual message on the
state of the nation and the general outlines of government
policy from the President of the Russian Federation to
the Federal Assembly of the Russian Federation and
also for the draft budget messages from the President of
the Russian Federation concerning budgetary policy. A
comparative analysis was also made of the President's
Budgetary Message and the basic economic and social
development forecasts for the Russian Federation for 2004.

61     There is scope for the Chamber to broaden the
range of the audits it undertakes and to contribute
to the development of results-based budgeting. The
widespread use in the Corporate Sector of international
auditing and accounting standards have had an impact
in many countries on the public sector and the way it
reports on its performance. Over time it is likely that
Russian public sector budgetary fundholders will start
preparing a set of annual accounts and report annually
on their performance. If this develops then the Chamber's
annual federal budget audit may need to be augmented
with audits of individual budgetary fundholders. These
audits are likely to include giving an opinion on the
accounts and producing management letters or other
forms of reports to heads of budget providing them with
comments on the adequacy of internal controls and
recommendations for improvements. It is likely also that
there will be a move from cash to accrual accounting
- something for which Chamber staff will need substantial
preparation (Example 7).

Example 7: The Office of the Auditor General
of Canada

Every year the Government of Canada publishes
the Public Accounts of Canada which contain the
government's annual financial reports. The Auditor
General's Office performs attest (financial) audits
of the financial statements of the government
corporations. Attest audits result in opinions that
indicate whether reliance can be placed on the
organization's financial statements. Audit procedures
include comparing the results of operations to planned
results, checking the reliability of a department's
financial control systems and checking samples of
transactions and balances using computer programs
and in reporting the results the Auditor General may
call attention to other matters of importance.
Source: OAGhttp://www.oag-bvg.gc.CB/

62     The Chamber's audit objectives are aimed at
implementing INTOSAI standards within the rules
established by Russian Law. Its work on the budget
is mainly compliance orientated. Scope exists for the
Chamber to further build up its financial audit capacity
(Annex 3). This should initially involve an ad hoc group
to cooperate with the Ministry of Finance, develop the
Office's financial audit standards and methods drawing
on the experience of other Supreme Audit Institutions.
Such work is likely to involve a review of bodies' systems
of financial control, testing of samples of transactions,
and a review of financial and management information
supporting the bodies' accounts. While the Chamber
currently reports on the extent to which a government
entity has used its funds for the purposes agreed by
Parliament, the Chamber in a significant number of
cases does not give an opinion on whether the accounts
represent a true and fair view of financial transactions and
changes in the value of assets held over the accounting
period. The further development of financial audit should
be targeted at:
-    providing a comprehensive assessment of
the sector being audited (on the basis of a risk
assessment of the entities' systems of financial
control) and audits of entities or parts of entities
applying extrapolation methods to representative
samples for example by means of:
•       the creation and refinement of methods for auditing
entities, which will provide a full picture of how
State resources are being used;
•       the development of rules for the extrapolation of the
data obtained to the whole population of audited
entities; and
•       the development of a methodology for determining
losses caused to the State and the preparation of the
methodological and organisational materials needed
to identify such losses during the conduct of audits.
-    ensuring that the Chamber is able to provide a
comprehensive assessment of how State resources
- both financial and material - are being used, by:
•       having the Chamber carry out expert assessments
of draft decisions on nationalisation and the
privatisation of federal property;
•       the drafting of proposals for legislation on federal
State property (principles and rules for the use of
State property assigned to State enterprises and
establishments);
•       the development and introduction of methods for
assessing how effectively State resources have been
used in the current performance of government
tasks and functions and in ensuring that these tasks
and functions can be performed in the future (by
creating material resources and ensuring that they
are maintained in proper condition); and
•       ensuring compliance with the International
Standards of Auditing issued by the International
Auditing and Assurance Standards Board.

63     The Chamber is gradually expanding its
performance audit work. It is developing this work in
two ways; one by including performance elements in its
main audit work and the other through studies of specific
government programmes. For example, in 2004 work was
completed on the development of a methodological basis
for the performance audit of the use of State resources
and a performance audit was carried out on two federal
targeted programmes - "The Children of the North" and
"Social Support for the Disabled up to 2005". These
studies were based on the experience of the Office of
the Auditor General of Canada, following a joint Russian
-Canadian project to introduce performance audit to
Russia. Plans exist to extend this work and to introduce
performance audit at a regional level.

64     To further develop its performance audits within
the context of wider reforms in public administration
in the Russian Federation, the Chamber might usefully
consider undertaking performance audits in the
following core areas:

•       Procurement - whether government organisations
have effective procurement strategies to ensure they
get good value for money from the considerable funds
spent on purchasing goods and services. Work should
cover both civil and defence procurement, high value
items, and high volume, low value items, consultancy
and professional services and aspects such as
competitive tendering and contractors' performances.
This work should increase the accountability of those
responsible for government procurement.
•       Service delivery - this would look at the way in
which services are delivered to the public, their
cost, accessibility, timeliness and quality. Such work
should be based on specific performance targets,
indicators and measures set by the government to
monitor and assess performance including efficiency.
This work appears important in the absence of
established qualitative and quantitative indicators to
measure the outcome of social programmes.
•       Proper conduct of public business - this work
would examine the controls and other arrangements
government departments have in place to ensure
their management and staff conduct government
social programmes in a proper way for example
that prevents corruption, internal fraud and bribery,
ensures fair competition for public sector contracts,
and handles complaints from the public in a fair and
honest way.
•       Tax revenue - performance of Revenue and Customs
departments in particular in ensuring that people
and industry comply with their tax obligations, that
effective systems and controls are in place for the
proper collection and accounting of tax and there
are effective strategies in place to counter fraud,
error and evasion. Such audits could also examine
the overall arrears of tax payments, penalties and
fines, and the effectiveness of the measures used to
improve compliance and tackle tax evasion
and fraud.
•       Environmental audits - which would look at
whether government organisations have in place
appropriate arrangements to track whether national
and international commitments on the environment
are being met, whether various programmes are
consistent, and the effectiveness of the programmes
in meeting key environmental targets and
other objectives.
•       Capital works and high technology projects
- would examine the cost, time and quality of major
information technology, capital and maintenance
projects to identify reasons for cost overruns, late
delivery and lower than expected quality. Such
reviews could usefully cover the adequacy of the
option appraisal, the form of contract or deal with
private sector suppliers or operators, the sufficiency
of the business case supporting the investment for
example whether the option was selected on the
basis of quality and cost, how risks were managed,
the management of the contract and monitoring by
the organisation and the actual performance of the
final product.
•       Privatisations - would look at the transfer by
government of business and their assets from
state to private ownership. It would be useful in
undertaking such audits to draw on the 40 audit
INTOSAI guidelines on the best practice for the
audit of privatisations published in November 1998
which cover the skills required by the SAI, the main
questions which are likely to arise, the main sale
methods and the costs of privatisation.

Conducting these types of studies on a number of different
government bodies would enable the Chamber to identify
strengths and weaknesses and to produce good practice
guides aimed at improving practices across the public
sector in Russia.

65     Consideration may need to be given to developing
this as a separate specialism. To achieve progress in
the field of performance audit the Chamber will need to
develop performance audit methodologies. The Chamber
would benefit from increased specialisation of staff
involved in performance audit.

66     The Chamber could play a major role in monitoring
the implementation of results-based or performance
oriented budgeting. The principal measures to introduce
these changes are planned for 2005-06 and they will
involve a change from the management of resources to
the management of budget results. As this happens there
will be scope for the Chamber to be involved in checking
that proper systems are in place to capture and report on
performance and in validating such reports. Although not
within the Chamber's current remit, such functions are
commonplace for SAIs having sufficient experience in
this field.

Audit approach, methodology
and results

67    The Chamber has set up an Analytical and
Methodological Department to develop a consistent
approach to auditing. This Department undertakes a range
of functions set out in Table 2.

Table 2: Functions of Accounts Chamber's
Analytical and Methodological Department
•       analyse problems connected with the construction
and operation of the budgetary system and the
organisation of the budgetary process.
•       draft proposals for improvements to the budgetary
legislation and also to rules and regulations which
are important for the effective use of State resources.
•       organise and coordinate the work on the creation of
a legal and methodological basis for the conduct of
State financial audit.
•       participate in the preparation of a draft of the basic
concepts of State financial audit in the Russian
Federation and draft laws relating to the State
financial audit field.
•       participate in the preparatory work on the
introduction of results-oriented budgeting in the
Russian Federation.
•       participate in the expert assessment of draft laws
received from the Federal Council, the State Duma
and other government bodies relating to matters
connected with the organisation of the budgetary
process and State financial audit.
•       participate in the preparation and introduction of
standards, rules and methodological materials for
the conduct of control and audit work, evaluations
and analyses, information and other Accounts
Chamber activities.
•       provide methodological support for
performance audits.
•       prepare opinions on draft regulations and
methodological materials produced by the
Accounts Chamber.
•       provide methodological support for work on
the creation, operation and development of a
computerised system for recording audit results.
•       keep a data base of standards, regulations and
methodological materials produced by the Accounts
Chamber, and the preparation of reviews on
such topics.
•       analyse and produce conclusions on experience
with the application of standards, regulations and
methodological materials and also on experience
with providing methodological resources for the
control and audit bodies of the constituent territories
of the Russian Federation and overseas financial
audit bodies.

68     Over the last four years, the creation of a modern
methodological basis for State financial audit has
been one of the Chamber's priorities. Out of the 207
methodological materials produced by the Chamber
over the period from 1996 to 2004, 160 were produced
since 2000, representing 77 per cent of the total
materials produced including guidance on conducting
ex-ante, current and ex-post audits of the federal budget,
conducting financial audits within ministries, authorities
and organisations and the performance audit of the use
of government resources. The methodological materials
produced by the Chamber are circulated to control and
audit bodies in the constituent territories of the Russian
Federation via the Association of Control and Audit bodies
of the Russian Federation for the purpose of exchanging
experience and recommendations. If they so request,
methodological materials are also sent to control and
audit bodies in the CIS countries.

69     In order to provide scientific support for the
Chamber's evaluation and analysis work and to create
a scientific institute for State financial audit, in 2003, the
State Scientific Research Institute for Systems Analysis of
the Accounts Chamber of the Russian Federation was set
up. Over two years, the Institute has carried out over one
hundred scientific research projects on economic subjects
and the management of State finances and has published
reports on its research into these topics. In December 2004,
the first dissertation on State financial audit was presented
at the Institute.

70     In 2004, in accordance with the generally accepted
international practice of standardising audit work,
the Chamber began work on producing standards
for external State financial audit, based on INTOSAI
standards. The Chamber has produced a framework for
a system of external State financial audit standards, a
standard for the production of the Chamber's reports, rules
on the conduct of joint and parallel audits with foreign
audit offices, and rules on the preparation of analyses
and expert assessments. The Chamber has codified the
methodological materials produced using a database
of standards. This can be accessed by all Chamber
employees using modern information technology. In
developing this methodological basis, the Chamber takes
care to ensure that it complies with the current legislation.

71      Most audits involve a visit to the audited entity and
are followed by document-based work. The audit of the
budget is carried out by analysing and checking payment
documents and figures from the accounts and records
of the Ministry of Finance, Bank of Russia and other
ministries and organisations.

72     The development of uniform methodological
approaches extends beyond the Chamber. Together with
the Russian Federal Ministry of Finance, the Chamber
produced the Classifier for violations and shortcomings
identified during the course of State financial audits,
which is based on the principle of the assessment of
lawfulness and effectiveness in obtaining and using
State resources, and which was ratified by the Chamber
Collegium and recommended for experimental trials as
of 1 January 2005. In 2004, work was completed on the
updating of the Glossary of basic Chamber terms and
concepts. This was used as a basis for the preparation of
the Glossary of terms used by SAIs in the CIS countries.
73     The Chamber undertakes over 500 audits a year
mostly by teams of three or four inspectors. It has a
risk adjusted sampling methodology and computerized
systems to support its audits. Methods and guidance
for audits of budgets have been codified. The Chamber
holds special training events for its inspectors and other
employees to pilot and test new methods, to introduce
information systems and the classification of violations
and shortcomings identified during the course of financial
audits and to improve the collection and analysis of data
during audits.

74     The Chamber could adopt a more transparent
method for justifying the selection of particular audit
theme. An SAI should have a transparent system for
assessing audit risks, identifying work and selecting
products to provide a perceived balanced programme
of work. Transparency of audit approach and selection
provide a balance to the risk of politicisation of the audit
function and provide the public and other stakeholders
with trust in the audit results. The Chamber's auditors
review risks as part of their approach to focus audits on
significant entities, projects and programmes. However,
the Chamber needs to be more transparent about the
way in which work is identified. This should be built on a
sound and thorough analysis of audit risks with a proper
system for allocating the Chamber's resources on the basis
of risk.

75     There is a risk that the high degree of autonomy
assigned to individual auditors can lead to diversity
of audit approach. This could raise concerns about
the quality and consistency of the SAI's work. For this
reason, in its methodological work the Chamber looks
to international experience in order to discover which
methods are the most effective and to ensure that they are
widely applied. Using modern information technology in
its methodological work has enabled the Chamber within
a short period to identify shortcomings, classify them so
that they can be remedied and produce recommendations.

76     There is scope, however, for the Chamber to
consider establishing more rigorous forms of quality
assurance to ensure that audit standards are consistent
across the organisation. Established SAIs also tend to
have quality control units which check compliance
with established standards and methods (Example 8).
In addition, many SAIs are prepared periodically to
submit themselves to some form of voluntary review of
their operations, appropriate to their environment and
respectful to their independence.
 The Chamber might
consider setting up quality assurance arrangements to
monitor quality of the Chamber's work and compliance
with standards. This would support its main work streams
and help in developing further its methodological
approaches, guidance and advice to staff by identifying
and disseminating good practice and identifying gaps that
can be addressed by guidance, training or by bringing in
external expertise.

77     In addition, the Chamber might usefully seek powers
to contract out some of its work to the private sector
to benchmark its audit approach against best practices
elsewhere. Feedback on the conduct of audits could be
sought from audited bodies and its main clients, the State
Duma and the Federal Council.

Example 8: Quality control
Both the OAC Canada and the United States CAO
have quality management systems which include
quality assurance arrangements. The OAC Canada
in 7999 underwent an external review of its quality
management system for annual audits and in 2003
had an external review of its value for money
practice by an international team of peers. The
Australian NAO conducts quality assurance reviews
of selected audits to demonstrate compliance
with standards and has had a peer review of its
performance audits by the Office of the Comptroller
and Auditor General of New Zealand.
Source: http://www.oag-bvg.gc.ca/ and Australian Auditor-General
Annual Report 2003-04

78     As a result of the work carried out by the Accounts
Chamber in 2003, 8.84 billion roubles were reimbursed
to the federal budget (11.4 times the expenditure on the
Accounts Chamber in 2003). In 2003, a total of 518 audits,
evaluations and analyses were carried out in all areas for
which the Chamber's auditors have responsibility. In 2003,
for the purpose of the ex-ante, current and ex-post audit
of the federal budget and federal extra-budgetary funds
alone, the Accounts Chamber conducted 241 audits,
evaluations and analyses. The results of the ex-ante audit
of the formation of the federal budget and the budgets
of State extra-budgetary funds for 2004 were used as the
basis for the Chamber's Opinion on the draft federal law
"Concerning the federal budget for 2004". The Chamber
also produced Opinions on the draft budgets of State
extra-budgetary funds for 2004. Several critically important
proposals set out in those Opinions were taken into account
during the debate on the draft laws in the State Duma.

79     The Chamber has placed greater emphasis on
determining how effectively and rationally budgetary
resources have been spent and federal property
used. In 2003 the Chamber identified instances where
budgetary resources had either not been used for the
purposes for which they were intended or had been used
inefficiently and other serious financial violations and
also various inadequacies in the budgetary, tax and other
federal legislation which had been allowed to occur in
the drafting of regulations governing the entry of tax and
Customs payments into the country's budgetary system.
During the reporting year, the Chamber identified 116
instances of losses caused to the federal budget and
the budgets of the constituent territories of the Russian
Federation. The total losses from violations identified by
the Chamber are estimated at over 100.9 billion roubles.
In 2003, 191 instances of the use of budgetary resources
for purposes other than those for which they were
intended were identified. Budgetary resources and State
extra-budgetary fund resources used for inappropriate
purposes totalled 1484.9 million roubles, of which
732.4  million roubles were federal budgetary resources,
86.04 million roubles were resources from the budgets of
the constituent territories of the Russian Federation and
666.5  million roubles were from State extra-budgetary
funds. Over 8.84 billion roubles were returned to the
federal budget, including over 1.03 billion roubles which
were being used for purposes other than those for which
they were intended.

80     On the basis of the audit results, the Chamber sent
431 reports and also over 230 information notices to the
Russian Federal Government, the Federal Ministry of
Finance, principal federal budget fund holders and other
participants in the budgetary process. The Chamber sent
121 case files to the law enforcement agencies. In 2003,
on the basis of audits carried out by the Chamber, the
Federal Russian law enforcement agencies instituted
241 criminal proceedings.

81     The Chamber could develop a core set of
performance measures to use in reporting on its
performance. The Chamber keeps considerable
information on the impact of its work and it would be
possible to assess and report on the effectiveness of
the Chamber's work on an annual basis using specific
effectiveness indicators and to publish them openly. These
results and the assessment criteria developed would also
need to be submitted to an independent audit.

Staff - technical competence
and skills

82     The Chamber has a number of strengths in terms
of its staff and technical capabilities and is seeking
to develop a professional cadre of staff. There are
opportunities for the Chamber to build its capacity
through recruitment and the development of a human
resource strategy which ensures that it has the skills it
needs, trains them to undertake the work and rewards
them through a performance related pay and
grading system.

83     As at January 2004,1040 employees were working
at the Chamber including 711 inspectors. Around
65 percent of the inspectors have financial or economic
qualifications and 10 percent have legal qualifications.
Thirty Chamber staff have doctorates and 100 Masters
degrees. Two thirds of the inspectors have worked in
State bodies and a third in Ministries. Furthermore, the
Chamber has access to further expertise through the
Expert and Advisory Council which comprises some
160 academics and experts under the direct control of
the Chairman of the Accounts Chamber. These provide
a useful team to assist in audit topic selection, issue
development and a sounding-board to test audit findings,
conclusions and recommendations particularly on
performance audit work.

84     Staff training includes annual training for Chamber
staff at higher educational establishments located
in Moscow: the Financial Academy attached to the
government of the Russian Federation, the Government
Service Academy attached to the President's Office
and the Government Economics Academy, compulsory
training for new entrants and lectures for senior
management. Staff training is the responsibility of the
Government Service and Personnel Department. Training
priorities are financial audit, performance audit, budget
formation and the budgetary process in the Russian
Federation, taxation, accounting, English for business
purposes, audit and accounting standards. Some Chamber
inspectors hold special certificates from the Russian
Federal Ministry of Finance entitling them to conduct
commercial audits. The inspectors undergo the training
to obtain these certificates at their own initiative. Training
needs to be developed to cover the areas associated with
the development of State financial audit for example the
study of the criteria for assessing programme performance
and the use of independent experts to conduct
performance audits. The training programme should also
cover the Chamber's senior management.
85     Staff rotate within audit areas but secondments are
not routinely used as a way of building skills. The Chamber
has developed a strategy of rotating staff among audit areas
to enhance their career prospects and account is taken
of age profile and appropriate qualifications. However,
the Chamber could build the skills of staff still further by
introducing a programme of secondments. Secondments to
both the public and private sectors provide an opportunity
for external auditors to gain a greater understanding
and appreciation of how organisations operate and the
difficulties faced by public servants in managing complex
and rapidly changing government programmes.

86     The basis of the Chamber's current human resource
policy is the federal laws governing employee rights.
But there are a number of areas where human resource
management could be improved for example:
•       Recruitment is done on the personal
recommendation of heads of department and
senior management. Inspectors need to have at
least three years post higher education experience.
From February 2005 recruitment will be on the
basis of competition, which will establish a pool of
potential inspectors from which the Chamber can
recruit. Around 70-80 percent of the pool is existing
Chamber staff who want to fill posts on promotion.
•       There is no system to review staff performance.
For staff to develop and improve there needs to be
regular feedback. Good managers do this routinely
but organisations as a whole need to develop
proper systems to ensure that all staff receive
regular feedback on their performance and that
training plans are put in place to rectify weaknesses
and build opportunities for progression within an
organisation. In time this may be linked to pay
- to reward exemplary performance or to ensure
that under-performing staff are not provided with
automatic pay rises.
•       There would be merit in more rotation of staff
between the various areas in the Chamber so they
have experience of working for more than one
Auditor. There is room to second the Chamber's
staff in and out of the Chamber so they have
exposure to working in audited bodies (Example
9). Staff should be encouraged to sign an annual
declaration of interests. There Is no special code
of conduct adopted by the Collegium but like
government employees, staff are subject to the
Order of the President of the Russian Federation of
12 August 2002 entitled "General rules of conduct
for government service employees" and are also
bound by a confidentiality agreement. In addition,
the Association of Control and Audit Bodies of the
Russian Federation has adopted a Code of Ethics
governing the conduct of employees of those bodies.
Given the importance of the work of the Chamber all
staff ought to sign an annual declaration saying they
will comply with the Chamber's code of conduct
and declaring all possible areas where conflicts of
interest may emerge.

Example 9: Bundesrechnungshof
Recruitment, remuneration and qualifications of
staff and other resources
The members of the Court are supported by auditors.
Staff are recruited from other areas of government
administration, and are generally placed in the audit
division responsible for that ministry. There is a
regular rotation of audit staff, especially of those staff
holding university degrees.
Source http://www.bundesrechnimgshof.de
Developing a modern
office environment

87     The Chamber has developed many of the core
systems of a modern audit office. A corporate strategy
has been developed by the Collegium, the Chairman, the
Deputy Chairman, the auditors and the Head of Support
Services which provides a longer term view of how the
Chamber will develop and the main areas of work on
which it intends to focus.

88     As part of the central Corporate Services units have
been established to deal with finance, human resources
and the acquisition of new skills, methodology and
standardisation, information and knowledge management,
internal and external communications, internal audit.
Before the reorganisation of the central Corporate
Services in spring 2005, the Chamber had a Legal
Department, a Department for Relations with Control
and Audit Bodies in the constituent territories of the
Russian Federation, a Government Service and Personnel
Department, a Department for Relations with Government
Bodies, an Analytical and Methodology Department,
a Financial Department, a Work Organisation and
Monitoring Department, an Information and Public
Relations Department and an International Cooperation
Department. In the future, it may need to develop a
communications plan clearly describing how it plans to
keep key organisations aware of its work and supportive of
the Chamber's work.
89     The Chamber has an effective IT system, including
intranet arrangements, and extensive plans for the
continued development of its IT infrastructure and
systems. Within the Chamber, increasing use is being
made of information technology. For example, it has
produced sets of software programmes such as the
"System for planning, monitoring and IT support for the
work of the Accounts Chamber inspectorates ("KKM
SP-AUDIT") which is undergoing experimental trials,
and the programme for the audit and analysis of the
execution of the federal budget for the reporting financial
year ("KPS-Svod"). The Chamber has begun a programme
of modernising its use of IT and now needs to develop
training in how to use computer techniques to
analyse data.

90     But as yet it does not have a resource management
system or other mechanisms to track resource used on
individual audits. Establishing simple systems to record
where staff spend their time and how much this costs is a
pre-requisite for examining how to improve efficiency in
an SAI. If the Chamber is to comment authoritatively on
the performance of audited bodies it needs to demonstrate
that its own operations and resources are well managed.

91     The Chamber staff have access to appropriate
accommodation and other working conditions. The
Chamber is located in a self-contained building at No. 2
Zubovskaya Ulitsa and in two additional buildings. While
the core building is appropriate the other buildings are in
need of attention and plans are underway to move staff to
another location.
Signed by
Head of review team
ANNEX 1
How was the Functional Review
of the Accounts Chamber of the
Russian Federation undertaken?

The UK National Audit Office (NAO) carried out a review
of the functions and operations of the Chamber and did
not seek to examine the scope and quality of individual
audits. The review involved:

i)       a desk review to familiarise the National Audit Office
team with the legislative base (including secondary
legislation and regulations and internal orders and
procedures) governing activities of the Chamber,
including the accountability framework under which
it functions. This background work also included a
review of a selection of reports and other products
issued by the Chamber;

ii)      a review of the current role, objectives, structures,
accountability framework, responsibilities, and
functions of the Chamber;

iii)     an examination of how the work of the Chamber
could better complement and support the reforms
being promoted by the Russian government,
particularly those which relate to performance
based budgeting;

iv)     a comparison of the range of functions required to
be provided by modern supreme audit institutions in
OECD countries with those currently being provided
by the Chamber;

v)      a mapping of the relationships and the main
interactions between the Chamber and the other
central and regional government agencies. This
involved interviews with key experts from within
the Chamber, where appropriate from stakeholder
groups, and undertaking desk research and analysis
drawing on INTOSAI standards and the work of
other leading SAIs;

vi)     recommendations and priorities to be pursued by
the Apparat of the Chamber given both the present
legislative base and the international "best practice"
comparators, and considering particularly the scope
and nature of external financial control responsibilities
and functions. This takes accounts of current functions
of the Chamber, those which might be eliminated or
carried out by other organisations, and the functions
which are required but are not yet provided.

In the light of the above an action plan was developed
with the Chamber and Oxford Policy Management - on
behalf of the Department for International Development.

The review team comprised:
Frank Grogan
David Goldsworthy
Nick Lacy
ANNEX 2

Action Plan

	Action Points
	Benefits

	In the short term to build capacity:

Give priority to external financial audit functions
through training of staff, specialisation in financial audit
and the audit of revenue streams.
	Alignment with established international SAI
responsibilities and functions. This improves the
Chamber's independence. Over time this should
enhance accountability as the Chamber's financial and
performance audit work should provide a clear picture
to the Duma on how well public funds are dispersed,
used and accounted for and on the systems of control
over the collection of revenue.

	Enhance the performance audit function: it is
extremely important to adjust the thrust of audits
and direct them towards making programmes more
effective and driving forward reforms:

Public sector procurement - whether government
organisations have effective procurement strategies to
ensure they get good value for money from the funds
spent on purchasing goods and services. Work should
cover both civil and defence procurement, high value
and high volume items, consultancy and professional
services and cover aspects such as competitive
tendering and contractors performance and ensuring
fair competition in the placing of government contracts.

Service delivery - this would look at the way in
which services are delivered to the public, their cost,
accessibility, timeliness and quality. Such work should
be based on specific performance targets, indicators
and measures set by the government to monitor and
assess performance including efficiency. This work
appears important in the absence of established
qualitative and quantitative indicators to measure the
outcome of social programmes.

Audit of State organisation management - assess how
effectively budgetary resources are being used in the
current performance of government tasks and functions
and in ensuring that these tasks and functions can be
performed in the future (identification and prevention of
"capital depreciation"); audit the mechanisms used by
State organisations to monitor those of their employees
responsible for the implementation of government
social programmes in order to prevent corruption, fraud
and bribe-taking.

	Improve performance audit and in turn value for money.

Increase the accountability of government officials
responsible for procurement.

Increase the accountability of government officials
responsible for the implementation of socially important
government programmes.

During such audits, checks will be made on the
presence and quality of internal audit mechanisms.


	Action Points
	Benefits

	Tax revenue - performance of Revenue and Customs
departments in particular in ensuring that people
and industry comply with their tax obligations, that
effective systems and controls are in place for the
proper collection of tax and other payments and to
identify evasion.

Environmental audit. It is necessary to look at what
mechanisms State organisations have in place to
monitor compliance with national and international
agreements on environmental protection.
Capital works and high-technology projects - would
examine the cost, time and quality of major projects
to identify reasons for cost overruns, late delivery and
lower than expected quality.


	These audits will facilitate assessment of the reasons
for arrears in tax and other payments to the budget,
penalties and fines and examine the effectiveness of
measures to prevent tax evasion.

The audits will examine how effectively and
consistently these programmes are being implemented
in accordance with the goals set in the agreements.
Such reviews could usefully cover the adequacy of the
option appraisal, the form of contract with suppliers,
how risks were managed, the management of the
contract and monitoring by the organisation and the
actual performance of the final product.


	Introduce a risk based approach to the selection of
audit themes and the allocation of staff, and other,
resources and to develop a resource management
system to monitor and report on the extent to which
audits are delivered to time and budget. Making more
use of IT systems to track the cost and time of individual
audits against budgeted costs.


	Ensures effective allocation and use of
Chamber's resources.

	Make more use of the opportunities offered by the
State Scientific Research Institute for Systems Analysis of the Accounts Chamber to develop scientific approaches to audits.


	Improve quality of audits and expert evaluations carried
out by the Accounts Chamber to ensure wider coverage,
thereby increasing the Chamber's technical capabilities.

	In the medium term

Further joint working with the Ministry of Finance
and the Federal Financial and Budgetary Inspectorate
on uniform methodological approaches to State
financial audit and methodological assistance and
recommendations on the creation of internal audit
systems. Expansion of cooperation with professional
audit organisations.

	Further develops the Chamber's financial audit
capabilities, has a positive effect on financial discipline,
on the effective use of budgetary resources and
improves financial management.

	Use the results of the audit of internal control and
audit systems when carrying out financial and
performance audits.


	Expand the scope and volume of Chamber audits, also
improving their quality.


	Action Points
	Benefits

	Enhance the Chamber's role in the expansion of
democracy by reinforcing government accountability
to the general public and creating a State audit system which will enable State organisations to combat financial operations linked with international terrorism and organised crime, environmental pollution and to prevent economic recession. It is recommended that the Chamber operate on the premise that an effective SAI can make a significant contribution in many areas of social development by increasing the transparency of federal budgetary expenditure, leading to greater efficiency in the provision of government services to the public, improvement in internal control and audit mechanisms, aimed at preventing money laundering and economic crimes such as fraud and corruption.

	By highlighting cases of waste, inefficiency and loss of
State resources, the Chamber ensures that the maximum amount of resources are used to promote public service improvement and poverty alleviation.


	Develop standards for external (State) financial audit.

	

	In the longer term to establish a modern SAI

Develop the legal basis to strengthen the
independence of the role of the Chamber in particular:
•       an independent budget;
•       the establishment and conduct of external and
internal control and audit of organisations at
federal, regional and local level;
•       the creation of a legal basis for the management
of State property (including principles and
rules for the use of State property assigned to
State enterprises and establishments) and the
development of methods for valuing it.


	Improves the independence of the Chamber and the
ability of the Chamber to improve its work, including
systems of financial and management control.


	Using world experience of the development of
civil society, the Chamber should make it part of its
practice to interact with citizens and civil society
organisations, not only by providing them with
information via the mass media, but by actively
calling upon public participation in selecting the
most problematical sectors of the State sector of the
economy which require additional auditing
and investigation.


	Increases the Chamber's role in driving forward reforms
and creating civil society.


	Action Points
	Benefits

	Develop a methodological basis for the conduct
of comprehensive large-scale assessments of the
results of audits of branches of the State sector, such as defence, public security, education and health are, through the audit of representative samples and extrapolation of the results obtained to the entire branch. This might require the Chamber to
develop within its existing structure separate centres
of expertise for each of the main work streams to
lead on methodological approaches for financial and
performance audit work so that bespoke guidance
and training for staff can be developed along with
appropriate policies and monitoring of the quality of the
Chamber's work in each discipline. This might involve
further peer reviews of its work by other SAIs to develop
specific functions and audit methodologies for example
on financial audit, performance measurement and
performance audit.


	Enhance the role of audits conducted by the Chamber
in the evaluation of the State sector of the economy.

	Create a common database containing the results of
audits carried out by all State financial audit bodies in the Russian Federation. Expand the use of the Classifier for violations and shortcomings identified during the course of State financial audits to the regional level and its application to financial audits carried out by
authorities. Make more use of information technology. To
do this, it will be necessary to expand the computerised
system for recording audit results and create a modern
Internet portal for the Accounts Chamber and make use
of the Chamber's Situation Centre.

	Expand the analytical capabilities of State financial
audit bodies.

	The Chamber needs to extend its participation in
the conduct of various audits at international level,
for example the audit of UN programmes and those
of various international funds and organisations in
which Russia is a participant or one of the sponsors.
Associated with this is the need to raise and
retain income.

	Enhance the Chamber's international authority.

	Establishment of a modern function for the
management of human resources. This could be
taken forward as part of a project with another SAI
to provide guidance on good practice. This should
include consideration of a recruitment strategy, the
recruitment and accreditation of staff, the introduction
of a performance assessment system for inspectors
with in-time performance linked to pay, a secondment
programme, rotation of inspector responsibilities, and
annual declaration of all financial and other interests.
Consideration should be given to rotation of functional
and audit responsibilities between auditors.

	Ensure the development and recruitment of staff needed
to undertake the full range of work expected of an SAI.


ANNEX 3

Main activities of an established
Supreme Audit Institution

1        SAIs play a major role in auditing government
accounts and operations and in promoting sound
financial management and accountability in their
governments.
 The traditional role of a Supreme Audit
Institution is to audit the legality and regularity of financial
management and of accounting. In addition, there is
performance audit which examines the performance,
economy, efficiency and effectiveness of public
administration. Performance audit covers not only
specific financial operations, but the full range of
government activity including both organisational and
administrative systems. The Supreme Audit Institution's
audit objectives covering the legality, regularity, economy,
efficiency and effectiveness of financial management,
are of equal importance. However, it is for each Supreme
Audit Institution to determine its priorities on a
case-by-case basis.

What is financial audit?

2       Financial audit involves forming an independent
opinion about whether the financial statements
of organisations are true and fair, and whether the
transactions within them have the appropriate
parliamentary authority.
 This is done in accordance
with relevant standards, usually on a sample basis,
involving an assessment of judgments and accounting
policies used. A risk-based approach is usually taken and
testing focuses on areas at risk of material misstatement.
In addition to the opinion, recommendations, advice and
guidance can be given in the reports to management of
the audited body. The Statement of Auditing Standards 100
defines financial audit as the carrying out of procedures
designed to:
a)      obtain sufficient appropriate audit evidence, in
accordance with Auditing Standards contained in
SASs, to determine with reasonable confidence
whether the financial statements are free of
material misstatement;
b)      evaluate the overall presentation of the financial
statements, in order to ascertain whether they
have been prepared in accordance with relevant
legislation and accounting standards; and
c)       issue a report containing a clear expression of their
opinion on the financial statements. (SAS 100.1).
What is performance audit?

3       Performance or 'value for money' audit looks at
how well public organisations are using the resources
allocated to them to deliver the government's policies,
programmes and projects. Performance audits can cover
an area of governmental spending, such as procurement, or
a departmental issue, such as the management of a specific
tax. Audits usually examine issues of economy, efficiency
and effectiveness but avoid commenting upon the underlying
policy decisions. They employ a range of diagnostic and
analytical methodologies such as process and performance
benchmarking, statistical analysis, structured interviews,
focus groups, surveys and meta-analysis.

What is performance measurement?
4       Performance measures are quantified descriptions
of outputs and performance outcomes related to policy
objectives. Performance indicators are proxies for outputs
and performance which cannot be measured, or are
difficult to measure directly.
 The auditor can examine
how well the measures assess performance. When
measuring performance, one key factor is the validation
of the underlying data systems. This is a form of systems
audit. Data systems should be relevant, well-defined,
robust and verifiable. Assessing data systems allows the
auditor to gauge the risk of error in reported information.

What is good governance work?
5       This is a hybrid of financial audit and performance
audit. Reports are generally shorter and are more focused
than performance audits
, and focus on systems of
internal control and result in reports which may go
initially to the management of the audited body.
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The Accounts Chamber's relationships with key players
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� (Articles 101, 102, 103), the Federal Law "Concerning the Accounts Chamber of the Russian Federation", the Budgetary Code of the Russian Federation�(Articles 186, 192, 195,201,212,213, 275, 277, 278, 279 280 etc.) and the Russian Federal Code on Administrative Offences (Articles 5.21; 15.14-15;�Article 19.4, paragraph 1; Article 19.5, paragraph 1; Article 19.6).


� In accordance with Article 2 of the Federal Law "Concerning the Accounts Chamber of the Russian Federation".





� In accordance with the Russian Federal Law "Concerning State protection of judges and officers of the law enforcement agencies and auditing bodies”�


� The Federal Law "Concerning the Accounts Chamber of the Russian Federation", [Article 6, paragraph 1].


� The Federal Law "Concerning the Accounts Chamber of the Russian Federation", Article 6, paragraph 7.





� INTOSAI General Standards: Is free to set priorities and program its work in accordance with its mandate (60, 67); Able to decline requests for audits from the�executive (67); Free to determine how it conducts alt fe work (61 fc The president is appointed until a specified retirement age or for a lengthy fixed term (72);�The president can be removed only by a process akin to that of a judicial office holder (72); The independence of court members is assured (73); Brings disputes�and disagreements with audited entities to the attention of the legislature > 57i; Avoids participation in the executive's functions where this would militate against�independence and objectivity (64, 80); Not responsive to the wishes of political interests (59). The 1999 recommendations (recommendation 2) state that in the�case of collegiate bodies, removal from office should not be the province of the executive.





� INTOSAI Genera] Standards: Arrangements for reporting to the legislature are flexible, although there may be minimum requirements (62); cannot be obliged to suppress or modify audit findings, conclusions and recommendations (65).





� INTOSAI General Standard 56. The legislature is one of the main users of the SATs services. It is from the constitution or legislature that the SAI derives its mandate, and a frequent feature of the SAI's function is its reporting to the legislature. The SAI can be expected to work closely with the legislature, including with any committees empowered by the legislature to consider SAl reports. Such liaison can contribute to effective follow-up of the SAI's work.





� The 1999 Recommendations (recommendation 2, paragraph 5) and the Lima Declaration.





� INTOSAI Independence of SAI's project final task force report March 31 2001: page 19 Core principles of SAI independence includes "financial and managerial autonomy".





� INTOSAI Basic Postulate 34: The basic auditing postulates stipulate that All audit activities should be within the SAI's audit mandate. In no circumstances must the public administration be able to choose its own auditors (Transparency International Source Book, chapter 9, page 3).





� INTOSAI Basic Postulate 38: The full scope of government auditing includes regularity and performance audit.





� INTOSAI General Standard 120: Processes to ensure the quality of reports; secure improvements and avoid repetition of weaknesses to confirm that integral quality assurance processes have operated satisfactorily.





�  INTOSAI General Standards: Knowledge includes the government environment, the SAI's auditing standards, policies, procedures and practices (103), and applicable legislation and executive orders affecting the accountability of the audited entity. Skills include accounting and related disciplines (104).





� INTOSAI General Standards 86: Including systems-based techniques, analytical review methods, statistical sampling, and audit of automated information systems





� The INTOSAI Auditing Standards; European Implementing Guidelines for INTOSAI Auditing Standards; and International Federation of Accountants (IFAC) International Standards of Auditing. See The 1999 Recommendations, chapter 2, recommendation 6.





� The 1999 Recommendations, chapter 2, and recommendation 6: the SAI should adopt audit manuals and technical guides that comply with the auditing standards adopted.





� Role of auditor general/president defined in writing, including for leadership of court/board. Clear responsibility for (i) advising the board/court on internal finance, keeping proper financial records and accounts, and maintaining systems of internal control; (ii) for ensuring compliance with laws and regulations.





� http://laws.justice.gc.ca/en/A-17/2624.html#rid-2641 OK Auditor General Act, Chapter A-17. 





� in accordance with pp9 and 14 of the Federal Law 'Concerning the Accounts Chamber of the Russian Federation' the Chamber is accountable before the State Duma and the Council of the Federation.





� INTOSAI Working Group on the Audit of Privatisations 'Guidelines on best practice for the audit of privatisations' November 1998.


� INTOSAI - Independence of Supreme Audit Institutions Project - Final Task Force Report March 2001.


�  'INTOSAI - an Overview' http://www.intosai.org/Level2/2_OVERVe.html.





�  'The Lima Declaration of Guidelines on Auditing Precepts' http://www.intosai.org/Level2/2_LIMADe.html.


�  NAO annual report 2004 http://wwwmirror/publications/annual04/NAO_Annual_Report_2004.pdf.


� NAO report May 1991 'Performance Measurement in the Civil Service' (page 9 para 1.3) http://merlin/reports/nao/9091/n9091399.pdf.





� NAO Validation of PSA Data Systems Manual.





� NAO VFM handbook.





