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ADDRESSING COVID-19 IMPLICATIONS

NATIONALLY AND GLOBALLY

by Gene L. Dodaro, U.S. Comptroller General and Head of the
U.S. Government Accountability Office

The COVID-19 Pandemic has posed significant challenges
to public health, the global economy, our governments,

Supreme Audit Institutions (SAls), and the citizens we serve.

As an independent, non-partisan, objective agency, the U.S.
Government Accountability Office (GAO) provides oversight
of the federal response to the COVID-19 Pandemic. GAO
has a history of examining pandemic issues and associated
implications. The $2.6 trillion coronavirus response legislation,

known as the CARES Act, requires GAO to continually monitor

and report on the nation's preparedness for, response to,

and recovery from, the pandemic.

GAQO is examining the impact of COVID-19 on public
health, homeland security, and the economy and is looking
at such areas as virus testing, managing the national
stockpile and distribution of equipment, personal protective
equipment availability, infection control at nursing homes,
Defense Production Act issues, student loan relief efforts,
unemployment benefits, paycheck protection programs, and

the use of funds by various agencies.

In my role as head of GAO, | have ensured the agency's

seamless transition to a nearly 100 percent telework posture

International Journal of Government Auditing—Summer 2020
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to continue serving the U.S. Congress and the American
people while upholding our core values of Accountability,

Integrity, and Reliability.

While GAO telework policies and information technology
infrastructure allow us to complete our mission and adhere to
current public health recommendations

aimed at slowing the spread of the virus,

citizens and governments while sharing and learning from

best practices.

The Initiative has already launched a dedicated website—
intosaicovid19.org—providing relevant, timely resources
to include existing International Standards of Supreme

Audit Institutions on disaster-related

audits and valuable links to pandemic-

through interactions with international
counterparts, | understand that some
SAls do not have the resources or the
infrastructure to similarly transition and

operate in this environment.

In light of these circumstances, the

'SAls will be of even greater
importance and value now and
in the future, particularly in
auditing national responses to
the COVID-19 Pandemic."

related information and training tools.

Along with the invaluable contributions
from SAls and INTOSAI partners, the
Initiative is leveraging GAO leadership
roles within INTOSAI as Chair of the
INTOSAI Journal, Chair of the Working

International Organization of Supreme

Audit Institutions (INTOSAI), under the auspices of the Policy,
Finance, and Administration Committee (PFAC), established
an informal, short-term initiative (Initiative) led by GAO
in cooperation with the PFAC Chair, Dr. Hussam Alangari,
President of Saudi Arabia's General Auditing Bureau. The

Initiative is:

* Helping maintain operational continuity across INTOSAI
and individual SAls; and

* Sharing audit-related information and training tools.

The Initiative is also developing a lessons learned document
for external partners, such as the United Nations and World
Health Organization, that draws upon collective experiences
and focuses specifically on curbing the disease's spread.
GAQO has extensive knowledge and experience from its
previous responses to national and global emergencies that
have informed its current actions and ability to address this
global pandemic, further underscoring the importance and

value of a lessons learned document for SAls.

SAls will be of even greater importance and value now and
in the future, particularly in auditing national responses to
the COVID-19 Pandemic. The Initiative plays an important

role in helping SAls around the world continue to serve

Group on Financial Modernization and
Regulatory Reform (FMRR), Vice Chair of the INTOSAI-Donor
Cooperation, and Vice Chair of the Working Groups on Big

Data and Impact of Science and Technology on Auditing.

| am particularly concerned about the pandemicimplications
on financial markets and global economies and convened
a virtual FMRR meeting in May to focus specifically on
these issues. Furthermore, the INTOSAI Journal remains
committed to ensuring INTOSAI members and the broader
accountability community remain connected during these

challenging circumstances.

The Initiative will shortly transition to the longer-term effort,
Expert Group on the Strategic Role of SAls in Addressing
Challenges Caused by the COVID-19 Pandemic, established
by the Accounts Chamber of the Russian Federation as
Chair of INTOSAI's Supervisory Committee on Emerging
Issues (SCEI). As SCEI Vice Chair, GAO aims for continued

involvement and input.

| recognize all SAls have had to adapt to evolving global
and national needs and priorities. Though deeply saddened
by the impact of the pandemic, | am optimistic we will
find ways to maximize our value to our governments and
our citizens as we pursue our shared interest in enhanced

government accountability.

www.intosaijournal.org
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NEWS FROM SAls

AROUND THE WORLD

News from Switzerland

AUDIT ACTIVITIES DURING THE COVID-19
HEALTH CRISIS

At the end of March 2020, due to the coronavirus spread
in Switzerland, the Swiss Federal Audit Office (SFAO)
suspended a large proportion of audits while maintaining
high priority examinations.

This reorientation aims to use decentralized teams to monitor
Federal Council measures in response to the pandemic,
particularly those supporting businesses, compensation for
loss of earnings, unemployment insurance, as well as cultural
and sports communities.

AUDIT APPROACH AGILITY

The SFAO adjusted its audit approach—in accordance with
its mandate while incorporating a critical perspective on
legal bases associated with the crisis—to improve national
response oversight and coordination.

The reorientation has already enhanced the quality of
Federal Administration work and reassured Parliament that
funds allocated (more than 72 billion Swiss francs by the end
of May) are achieving intended goals.

The new approach enables rapid spot checks prior to
expenditures, and the SFAO launched a special data analysis
effort to detect potential frauds and communicate them to
the proper authorities. These measures provide additional
security and help limit subsequent corrections.

PRELIMINARY RESULTS

The SFAO published an interim report on national pandemic
response efforts in March. The report, which indicates COVID-
related measures entail extensive use of contracts, forms and

agreements, also

shows an increase

in new procedures

and unprecedented
volumes of processes
requiring rapid responses.

The SFAQO observed cantonal
differences in how response

efforts are implemented. Inquiries
continue to escalate without fully being
addressed—intensifying the potential
for errors and unequal treatment, which,
in turn, increases subsequent appeals
and the likelihood of resource-intensive
corrections.

To enhance federal pandemic response
efficiency and effectiveness, the SFAQ,
when possible, exerts influence and
provides immediate input, which has
been positively received from federal
offices. Providing clarity remains
crucial, and the SFAO will continue
communicating with appropriate

authorities, noting errors found

and making recommendations to
address them.

A second report was published in
June that discusses the ability to
achieve rapid, unbureaucratic
federal measures with minimal
errors and abuses.

International Journal of Government Auditing—Summer 2020
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News from Canada

KAREN HOGAN APPOINTED AUDITOR
GENERAL OF CANADA

Karen Hogan was appointed Auditor General of Canada in

June 2020.

She has over 25 years of professional experience in accounting
and auditing and holds a bachelor’s degree and graduate

diploma in accounting from Concordia University in Montréal.

Fully bilingual, she is a member of the Ordre des comptables
professionnels agréés du Québec as well as the Chartered

Professional Accountants of Ontario.

NEWS IN BRIEF——

Ms. Hogan began her career in the private sector, working
first as an auditor at a Montréal-based accounting firm and
then as a manager at another private firm in Thunder Bay
and Ottawa.

She joined the Office of the Auditor General (OAG) of
Canada in 2006 and has served as Assistant Auditor General
since January 2019.

She has helped shape organizational change and strategic
direction during her time at the OAG. Her work has included:

* Leading the Government of Canada's consolidated financial

statements audit;

* Contributing to the delivery of a new report designed to
help Parliamentarians and Canadians understand complex
financial matters and the importance of financial audits for
Canada; and

* Helping develop and deliver a new talent management
strategy for the OAG.

Ms. Hogan supports standard setting in Canada as a member

of the Public Sector Accounting Discussion Group.

Outside of work, in addition to spending time with her husband
and two children, she is actively involved inher community, serves
on the board of directors of a not-for-profit organization, and
supports competitive swimming as a certified swim official.

The Auditor General of Canada is an Officer of Parliament
appointed for a non-renewable 10 year term upon resolution

of the House of Commons and Senate.

Auditor General responsibilities include auditing operations of
federal and territorial governments and providing Parliament
and the legislative assemblies with independent information,
assurance and advice regarding the stewardship of public
funds.

To learn more about Ms. Hogan, the OAG and its work, visit
the OAG website.

www.intosaijournal.org
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News from France

[

t0'by ELombard, Cour des comptes

PIERRE MOSCOVICI APPOINTED FIRST
PRESIDENT OF THE COUR DES COMPTES

Pierre Moscovici was appointed First President of the
Cour des comptes, the French Supreme Audit Institution,
by the President of the Republic on June 3, 2020. He
succeeds Didier Migaud, who is now serving as President
of the High Authority for Transparency in Public Life.

Mr. Moscovici holds a postgraduate degree in advanced
macroeconomics and philosophy and is a graduate of
the Institut d'Etudes Politiques de Paris. He joined the
Cour des comptes as a junior audit manager upon his
graduation from the Ecole nationale d’administration
in1984.

Mr. Moscovici was appointed as technical advisor to the
Minister of National Education, Youth and Sport in 1988
and became the Head of the Department for Public
Service Modernization and Financial Resources at the
High Committee for Strategic Planning in 1990.

He was elected Member of the European Parliament in
1994 and Member of the French National Assembly for
the Department of the Doubs in 1997. At that time, he
was appointed Minister in charge of European Affairs.

In November 2002, Mr. Moscovici returned to the Cour
de comptes and was again elected Member of the
European Parliament in 2004, ultimately serving as Vice
President.

Twice re-elected Member of the French National Assembly
for the Department of the Doubs in 2007 and 2012, he
presided over the Urban Area of Montbéliard between
2008 and 2012, when he was appointed Minister of
Economy and Finance until 2014,

He held the mandate of European Commissioner for
Economic and Monetary Affairs from November 2014
to November 2019 before returning to the Cour des
comptes.

He is an aoffiliated professor at Sciences Po Paris and
a visiting professor at Columbia University in New York
and the College of Europe in Bruges.

Mr. Moscovici is a Chevalier of the Légion d'Honneur Order.

International Journal of Government Auditing—Summer 2020




News from Lithuania

LITHUANIA WELCOMES NEW AUDITOR
GENERAL

"More efficient, digitalized audit processes; reduced audit
time; advanced technological solutions and information
technologies; open data; and artificial intelligence initiatives
will help increase audit efficiency and attain higher audit
quality," describes Mindaugas Macijauskas, the new Auditor
General of the Republic of Lithuania, in his vision for the
National Audit Office of Lithuania (NAOL).

"It is not worth moving sideways a high quality ship that is

sailing straight and at a rapid pace,” he said of his intention to

continue the work of his predecessor, Arunas Dulkys, in ensuring
maximum publicity for NAOL activities. He also highlighted

the importance of presenting best practice examples to the

NEWS IN BRIEF——

public rather than solely emphasizing issues found at audited

authorities.

Having over 18 years of experience in various roles within
the NAOL, including serving as Deputy Auditor General from
2018-2020, he brings a wide range of public audit and
leadership expertise to the institution. He holds a master’s
degree in Public Administration and has been a member of
the European Investment Bank’s Audit Committee since July
2016.

The Auditor General, appointed for a five-year term by
the Parliament of the Republic of Lithuania (on the President
of the Republic's recommendation), leads three separate
independent institutions acting under the NAOL umbrella: a
classical supreme audit institution, European Union investment

audit institution and independent fiscal institution.

www.intosaijournal.org
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News from Vietnam

10

STATE AUDIT OFFICE CONTINUES
ENHANCING DEVELOPMENT FOLLOWING
CONSTITUTIONAL CHANGES

by Dr. Dang Van Hai, Deputy Director General, Department of
Legal Affairs, State Audit Office of Vietnam

The State Audit Office of Vietnam (SAV), established in 1994,
became an independent institution in January 2014 through
a new constitutional amendment, which enhanced the SAV’s

legal status, independence and operations.

In June 2015, the National Assembly approved a new
State Audit Law that included amendments and supplements
addressing several public audit aspects, including audit report
legal validity; access to the national database of audited
organizations and audit-related agencies, organizations and
individuals; rights to impose administrative penalties; and
provisions for audited agencies, organizations and individuals

to file complaints against SAV assessments and opinions.

Since the SAV's evolution to an independent institution, the
Auditor General has implemented numerous initiatives to
improve audit standards, processes and records, such as the
State Audit Standards System—a comprehensive system
applicable to all audit types developed in compliance with
International Standards of Supreme Audit Institutions (ISSAls)
and Vietnamese laws and practices. The SAV has gradually
cultivated credibility with government and citizens; improved
audit quality and efficiency; expanded audit operations;
increased audit scope; and diversified audit forms and
methods.

Overall, audit quality and efficiency has resulted in positive,
comprehensive changes and has contributed to strengthened
financial discipline, effective resource use and enhanced anti-
corruption initiatives. Audit performance has led to increased
state budget revenue and decreased expenditures and has
positively influenced National Assembly and government
decisions to improve economic and financial mechanisms,
policies and laws. While the SAV has experienced many

positive results, some audit practices have showed signs of

weakness, which can be attributed to recent change in laws,
ineffective organizational structure and poorly implemented
coordination mechanisms between investigation, inspection,

evaluation, audit and supervision agencies.
To address these limitations, the SAV recommends:

e Enhancing the SAV’s legal base by conducting tax audits in
line with the Constitution and International Organization of
Supreme Audit Institutions (INTOSAI) practices; performing
audits on all government bodies responsible for state
budget expenditures, state enterprises that explore and use
land and natural resources, and public-private partnership
projects; and supplementing regulations on sanctions for

violations against State Audit Law.

e Consolidating the SAV’s organizational structure by developing
more effective centralized management to overcome function
overlap; facilitating central and regional specialized units;
establishing additional regional offices; and building «

resource pool of ethical, competent auditors.

e Improving professional qualifications, capacity and ethics by

refining recruitment, training and education efforts.
e Modernizing audit methods and improving audit practice
proficiencies by:

* Promoting pre-inspections to improve state budget asset
management and utilization;

* Endorsing an audit planning methodology based on risk

assessment and key issue identification;
* Establishing an information database on audit subjects;
» Determining audit scope in accordance with capabilities;
» Emphasizing audits on topics of public concern;

* Enhancing information technology use in audits and audit

activities;

* Improving audit quality while underscoring comprehensive
audit control and strengthened auditor responsibilities;
and

* Increasing audit report value.

International Journal of Government Auditing—Summer 2020
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News from Algeria

COA ORGANIZES TRAINING WITH NCA AS
PART OF SHARAKA COOPERATION PROGRAM

As part of the “Sharaka” cooperation program with the
Netherlands Court of Audit (NCA), the Algerian Court of
Accounts (COA) organized two training courses in January,
which included COA magistrates and auditors as well as
NCA experts. At the end of the training sessions, participants
presented recommendations on strengthening performance
audit efforts and future prospects for cooperation to the COA
President.

The “Performance Auditing” session focused on studying the
tools necessary to master performance audit mechanisms,
supporting the selected audit theme, “Recovery of Household
Woaste,” and developing an audit plan. The second training
course on “Auditing the Sustainable Development Goals
(SDGs),” highlighted SDG 3, “Ensure healthy lives and promote
well-being for all at all ages.” This session, closely related to
the COA’s evaluation of Algeria’s National Perinatal Program,
provided insight onimportant points on designing, implementing
and controlling health policies, as well as developing a strategy
and methods to collect and analyze information.

COA PARTICIPATES IN ARABOSAI MEETING

A COA delegation, chaired by COA President, Mr. Abdelkader
Benmarouf, participated in the 60th Arab Organization of
Supreme Audit Institutions (ARABOSAI) Executive Council
meeting via videoconference on April 20, 2020. The meeting

was held as part of efforts to ensure ARABOSAI member
technical support continuity during the COVID-19 Pandemic.

COA IMPLEMENTS PROCEDURES TO ADAPT
TO THE COVID-19 PANDEMIC

Technical and Logistical Solutions for Telework

The COA Program and Reports Committee continued 2020
annual report review meetings—aiming for timely report
adoption while respecting necessary measures to protect
staff. Audit professionals have been authorized to work
remotely from home using Information Technology (IT) solutions
to communicate and exchange documents. The COA has also
provided transportation support to those required to report
to the office for service continuity, such as registry, secretariat
and IT staff.

Measures to Prevent and Protect Staff

The COA implemented individual and collective prevention
measures as recommended by the World Health Organization
and the Algerian Ministry of Health, Population and Hospital
Reform. The COA has urged social distancing; regularly
washing hands and using alcohol-based hand sanitizer after
touching objects; thoroughly cleaning workspaces; reducing
travel; and using electronic means to communicate.

Relevant administrative departments are regularly cleaning
and disinfecting workspaces and offices, and, in accordance
with government measures to prevent the disease’s spread,
the COA placed 50% of staff on exceptional paid leave
as of March 22, 2020. All visits have been suspended—
stakeholders have been directed to COA online resources,
such as the virtual catalogue consultation web app, which
includes an electronic messaging service.

GUIDING ACTIVITIES FOR COUNTERPARTS

The COA has formulated recommendations other Supreme
Audit Institutions (SAls) may find helpful in improving audit
activities in times of crisis:

e The COVID-19 Pandemic represents an opportunity to
review working methods and develop digital solutions for
more efficient operations, audit activities and documentary
products; and

* Given the depth of the current health crisis, SAls, within
specified mandates, may find it beneficial to prioritize
auditing pandemic-related public programs—focusing on
program financing, effectiveness and ability to contribute to
SDG implementation efforts.

www.intosaijournal.org
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News from Latvia

Persons in retirement

Large families and
single parent families

Victims of human trafficking

12

Retirement eligible persons

Homeless persons

Persons addicted fo
psychoactive substances

SAI LATVIA ANALYZES NATIONAL POVERTY
REDUCTION PROGRESS

What We Audited and Why

“End poverty in all its forms everywhere”—
the first of 17 Sustainable Development
Goals (SDGs) at the heart of the 2030
Agenda for Sustainable Development.

In 2010, the European Union (EU) highlighted ending poverty
in its “Europe 2020 Strategy,” with each EU member state
adopting its own national targets. In Latvia, this commitment
is included in the country's key long-term and medium-term
public policy. Similarly, reducing poverty is a recurrent theme
behind most activities the nation plans to introduce.

Latvia's Supreme Audit Institution (SAl) recently audited the
National Inclusion Policy to evaluate how well the policy helped
achieve poverty reduction targets. SAl Latvia comprehensively
assessed the social support system—analyzing government
actions to reduce poverty, which ranged from defining targets
to identifying most at-risk population groups to actual support
provided.

State and Municipal Functions—Problems Identified

Audit conclusions showed poverty reduction initiatives only
partially reached those most in need of social support.
Targeted and coordinated action is essential in all relevant
national policy areas, including unemployment, state social
benefits, social assistance, social security, equal opportunities
for people with disabilities, taxation, education, health and
the economy.

However, no public policy or framework has been developed
to coordinate necessary efforts. The audit found that national,

Persons with disabilities and persons
with functional impairments

NO POVERTY

Roma people

Unemployed persons

Children

Imprisoned persons and persons
released from imprisonment

Persons with knowledge
and skills that are insufficient,
low or inadequate for

NQEdy persons the labor market

regional and local government measures designed to identify
and address the needs of those requiring social support often
overlapped or were contradictory.

Recommendations

SAl Latvia recommended all relevant public institutions include
national poverty reduction targets when performing and
assessing tasks. Aligning all sectors and organizations—with
the SDGs, Europe 2020 Strategy and high-level national
public policy—through a single action plan may help achieve
poverty reduction objectives.

When developing future policy aimed at reducing national
poverty, SAl Latvia recommended analyzing state, regional
and local social support systems, mechanisms, costs and how
well implemented measures have addressed those most
vulnerable to poverty and social exclusion. This analysis would
highlight any gaps and help determine required support aid.

The future challenge for Latvia will be deciding on how to
best address poverty reduction, whether it be maintaining
the universal benefit system (knowing that increasing existing
aid and/or introducing new aid will be significantly limited by
lacking financial resources) or gradually introducing a targeted
means-tested benefit system.

Audit conclusions prompted SAl Latvia to provide 12 policy
improvement recommendations to the Ministry of Welfare (the
institution responsible for coordinating a single social inclusion
policy) and four recommendations to the Cabinet of Minsters.

SAl Latvia indicated that the identified shortcomings can be
remedied by significantly improving cooperation among all
institutions responsible for implementing the social inclusion
policy. The summary of the report is available here.

International Journal of Government Auditing—Summer 2020



https://www.lrvk.gov.lv/en/audit-summaries/audit-summaries/does-the-national-social-inclusion-policy-achieve-its-targets-on-poverty-reduction

News from Egypt

THE ASA CONTRIBUTES TO REGIONAL
MEETINGS AND SYMPOSIUMS

Egypt's Accountability State Authority (ASA)
participated in events,
including the 16th Arab Organization of
Supreme Audit (ARABOSAI)
Capacity Building Committee and 15th
ARABOSAI Professional and Supervisory
Standards Committee meetings on May 14, 2020; and the
2nd ARABOSAI Auditing Sustainable Development Goals
Committee meeting on May 21, 2020.

several virtual

Institutions

The ASA also contributed to a remote symposium on the
“Implications of the COVID-19 Pandemic: Challenges and
Focus Areas Expected in Financial Audit" organized by SAl
Tunisia, ARABOSAI's General Secretariat, on June 4, 2020.
ASA delegates, Alaa EI-Din Abdel-Rahman and Mohamed
Gomaa, provided a presentation on "Preparing Financial
Statements According to International Accounting Standards
in Light of the COVID-19 Pandemic."

NEWS IN BRIEF——

THE ASA CHAIRS COMESA BOARD OF
EXTERNAL AUDITORS

The ASA chairs the Common Market for Eastern and Southern
Africa (COMESA) Board of External Auditors for fiscal year
2018. The accounts auditing date has not been determined.
The Board has finalized its charter elaboration as well as all
required audit instruments, and the COMESA Secretariat is
taking necessary actions to obtain approval from the Auditors
General of all COMESA member states.

THE ASA PARTICIPATES IN AFRICAN UNION
INTERIM AUDIT

The ASA is a permanent member of the African Union Board
of External Auditors and participated in the interim audit of
African Union accounts for fiscal year 2019 in Addis Ababa,
Ethiopia, and Nairobi, Kenya, from February 11-29, 2020.
The final audit, originally to take place in April, has been
postponed due to the COVID-19 Pandemic.

News from Myanmar

SAl MYANMAR HOSTS VIRTUAL
INTERNATIONAL STANDARDS TRAINING

Myanmar’s Office of the Auditor General of the Union (OAG)
has launched virtual training opportunities on International
Public Sector Accounting Standards (IPSAS) and International
Financial Reporting Standards (IFRS). As the OAG continues
plans to transform the government accounting system from a
cash to accrual basis, IPSAS training is essential. Understanding
IFRS requirements is equally important, as all public interest
entities, State-owned economic enterprises, and small- and
medium-sized organizations are to be IFRS compliant beginning
in the 2022-2023 financial year.

The OAG successfully launched the first IPSAS basic level
class on February 29, 2020. However, due to the COVID-19
Pandemic, in-class instruction abruptly ceased, and the class
migrated to a virtual environment. The transition to an online
venue resulted in an increase in course participants (from 100

to 245 staff from OAG headquarters, various regional audit
offices, Ministry of Planning, Finance and Industry, and Ministry
of Education, which is piloting financial statement preparation
in line with IPSAS cash basis accounting). The IPSAS course,
which runs through December 27, 2020, provides participants
with 147 lecture hours focusing on applicable private and
public sector accounting standards and IPSAS cash and
accrual basis requirements.

The first IFRS lesson was livestreamed May 26, 2020, to
80 OAG participants. The five-month course includes 120
lecture hours to improve IFRS knowledge, understanding and
analytical skills.

The courses, modeled on “training for trainers,” enhance IPSAS
and IFRS implementation and compliance, as participants will
disseminate knowledge gained through course instruction
within respective departments and regions. These courses
greatly contribute to the accounting system transition as well
as OAG capacity development.

www.intosaijournal.org
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News from Australia

14

ANAO ADJUSTS AUDIT ACTIVITIES,
IMPLEMENTS NEW MEASURES TO ADDRESS
COVID-19 PANDEMIC IMPACTS

The COVID-19 Pandemic, and the Australiaon Government’s
response to it, significantly affects national public sector
risks. This change in risk environment directly impacts work
undertaken by the Australian National Audit Office (ANAO)

across performance audits, financial audits and other

assurance activities.

The ANAO 2020-2021 Annual
Audit Work Program (AAWP)
includes the ANAQ’s strategy
for auditing COVID-19 related
measures and is designed to:
respond to the interests and

priorities of the Parliament of

Australia; provide a balanced
program of activity informed
by risk; and promote accountability, transparency and
improvements to public administration. The strategy is flexible
and will continue to evolve over time as the government
announces new initiatives or adijusts existing policies to
address the changing pandemic situation and its impact on

citizens and the Australian economy.

The ANAO has also created a page on its website outlining
COVID-19 related work: hitp://www.anao.gov.au/work-
program/covid-19.

Performance Audit
There will be three stages of performance audit for COVID-

related measures across the sector:
» Stage One: early audits focusing on risk management,
emergency procurement and coordination;

» Stage Two: examining the preparedness, planning and

implementation of measures; and

» Stage Three: assessing the whole of sector response and

its effectiveness to meet objectives.

Financial Audit

The COVID-19 situation presents new key risk areas for
ANAQ audit operations and financial statement preparation
processes. Given the evolving nature of the COVID-19
response, the ANAO is reassessing and revising audit plans
for the 2019-2020 and 2020-2021 financial statement
audit cycles. Potential evolving risks may require audit teams

to change audit approaches.

Audit Insights

The April 2020 edition of ANAO
audit insights, “Rapid Implementation
of Australian Government Initiatives,”
highlights key messages from Auditor
General reports that examined the

rapid implementation of government

initiatives.

The focus is on key lessons learned from audits of past
rapid response activities, which are likely to have wider
applicability to the Australian Public Service as it supports
the national COVID-19 Pandemic response.
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News from Guatemala

OFFICE OF THE GENERAL COMPTROLLER OF
ACCOUNTS TAKES ACTIONS TO ADDRESS
COVID-19 PANDEMIC IMPLICATIONS

Given the imminent arrival, spread and impacts of the
COVID-19 Pandemic in Guatemala, the President of the

Republic and Council of Ministers declared a state of national

emergency in March 2020. This declaration included social
distancing provisions, which prevent large concentrations of

people and limit travel.

When the state of emergency was announced, Guatemala’s
Office of the General Comptroller of Accounts, the nation's
Supreme Audit Institution (SAl), was performing 554 audits
related to fiscal year 2019 State budget income and

expenses.

Edwin Humberto Salazar Jerez, PhD, General Comptroller of
Accounts, capitalized on institutional independence and legal
powers allowed in compliance with COVID-19 prevention
measures to electronically communicate audit results while also
permitting auditees to respond by electronically submitting

comments, arguments, evidence and supporting documents.

SAl Guatemala also implemented initiatives to effectively
continue operations and established practical actions to
contain the spread of the virus, including technological solutions

to strengthen telework practices.

To reinforce government programs supporting citizens during

the pandemic, SAI Guatemala issued the “Strategic Control
Plan in the Framework of the COVID-19 Health Emergency.”
The plan outlines public funds oversight measures; concurrent
financial, compliance and performance audits; and methods to

effectively promote integrity, transparency and accountability.

SAl Guatemala is already executing oversight for various

national COVID-19 Pandemic programs initiated by the

Presidency of the Republic. Pictured: (Top) Edwin Humberto Salazar Jerez, PhD, General Comptroller of
Accounts, presents the 2019 Budget Settlement of State Income and Expenses.'
(Center and Bottom) SAI Guatemala audit team performs on-site visits for various
For more information, visit www.contraloria.gob.gt. national COVID-19 Pandemic programs initiated by the Presidency of the Republic.
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News from Turkey

TCA CELEBRATES 158TH ANNIVERSARY

The Turkish Court of Accounts (TCA) celebrated
its 158th anniversary on May 29, 2020.

The TCA, established in 1862 during the
Ottoman Empire as Turkey’s Supreme Audit
Institution, actually bears a history spanning 1,180 years
considering its existence as an audit body since the historical
Turkish states—to which the TCA owes its current knowledge
and experience. The present system began as the Court of
Control, the audit body of the Karakhanids, Gaznavids and
Great Seljuk Empires.

The TCA audits public administration revenues, expenditures

and property on behalf of the Turkish Grand National

16

TCA CONDUCTS QUALITY ASSURANCE
REVIEW ON REGULAR AUDITS

The TCA confinues to strengthen its corporate
capacity for effective and reliable auditing.
In accordance with TCA Strategic Plan 2019-
2023 obijectives, the TCA conducted a quality
assurance review on completed regular audits (financial
and compliance) to assess policy and procedure relevance,

adequacy and effectiveness.

In line with International Standards of Supreme Audit
Institutions (ISSAI) 140 and 2220, a team of six auditors
having independent, sufficient and appropriate experience

and authority performed the quality assurance review.

The review aimed to (1) evaluate the extent to
which audit teams followed international audit
standards and internal audit regulations and (2)

determine ways to improve TCA audit work.

Assembly and conducts guiding activities for public entities
with an aim to contribute to improving public financial
management and public service quality, assessing public
organization performance, and developing accountability
mechanisms and fiscal transparency to ensure effective,
efficient use of funds.

Using its strong knowledge base and organizational
structure, the TCA continues cooperative efforts—regionally
and globally. In addition to the European Organization
of Supreme Audit Institutions Presidency, the TCA takes
active roles in other international organizations to transfer
knowledge and experience to future generations given
modern requirements and with the ideal of “going beyond

the level of contemporary civilizations.”

Twenty-one audits were randomly selected (one from each
audit group) and then reviewed using compliance assessment
tools based on the TCA Regularity Audit Manual and ISSAIs.

The review included examining current and
past audit files, working papers and basic

processes as well as interviewing audit teams.

At the end of the review, a general evaluation report, along
with individual review reports for each audit file, were

prepared and submitted to TCA management.

The TCA plans to annually conduct quality assurance reviews

on select audits as the part of its audit process.
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MORE EFFECTIVE
AUDIT WORK:

Insights from Behavioral Economics

by Loren Yager, Ph.D., Instructor, United States Government
Accountability Office Center for Audit Excellence

The behavioral economics field has developed valuable
insights on when (and how) people make systematic errors in
decision-making due to cognitive biases and fallacies. These
insights can deepen the understanding of various factors
affecting decision-making and are particularly important to
audit work, which aims to be independent and objective.

In 2002, psychologist Daniel Kahneman earned the Nobel
Prize in Economics for his work concerning human judgement
and decision-making, and his book, “Thinking Fast and
Slow,” has become required reading across many disciplines
in colleges and universities. Economist Richard Thaler
won the same prize in 2017 for his efforts in establishing
decision-making as predictably irrational in ways that defy
traditional economic theory. By simply observing colleagues,
both researchers found even well-informed, well-educated
professionals are subject to systematic errors and biases.
Behavioral economics traces these errors to the design of
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the human mind—concluding we are all hardwired to make
such errors.

While behavioral economics better explains decision-making
across a wide range of situations, it's not necessarily easy to
apply those insights to work environments. One challenge is
the field has generated a large number of cognitive biases
and fallacies affecting us, which can be overwhelming when
trying to determine which biases and fallacies are most
applicable in professional environments. A second challenge
is there has been little effort to map biases and fallacies to

typical auditing tasks and decisions.

This article addresses both challenges and attempts to assist

auditors in applying key insights to think more critically by:

* OQuitlining relevant biases and fallacies that affect decision-
making, and

* Suggesting ways insights can be utilized during the audit
process.

www.intosaijournal.org
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TABLE 1: APPLICATION OF BEHAVIORAL INSIGHTS TO THE AUDIT PROCESS

Planning Fallacy

Interviews vs Data Attribution Error

Tendency to underestimate the

Definition: time needed to complete projects

Placing too much weight on
information from interviews

Tendency to find meaning even
when looking at sparse data

Relevance to:

Audit Office Operations Project management

Hiring Validity of audit findings

Audit Oversight Projects Project oversight

Reliance on expert or

authority-figure interviews Validity of agency rationale

* Use base-rate data

* Consider plans to be best case
scenarios

How to Address:

* Conduct pre-mortem discussions
* Reduce project scope

* Test all interview-generated

* Conduct open discussions of

* Consider multiple
explanations, including

hyPoTheses against valid, chance
reliable data

¢ Test hypotheses with data

. whenever possible
assumptions 3 A
* Incorporate divergent views

Which cognitive biases might affect auditor planning
decisions, influence the use of testimonial evidence, or affect
message development and conclusions? How can an auditor
minimize these effects? Table 1, "Application of Behavioral
Insights to the Audit Process," provides a few examples and

recommendations.

The Planning Fallacy

The planning fallacy is a key behavioral economics insight
where teams consistently underestimate time required to
complete a project, a phenomenon often resulting in resource
misallocation or wasted effort.

Kahneman relates his experience leading a team charged
with developing a new academic curriculum. The team,
ignoring the prior experiences of members (base-rate
information), missed the estimated project completion date
by years—so far behind schedule, in fact, the completed

curriculum was never used.

In audit work, relevant base-rate information from prior
audits is usually accessible, yet auditors still fall victim to the
optimism researchers find so common in planning. The planning
fallacy, applicable to numerous audit types, including agency
acquisition, tends to result in projects that take longer, deliver

less and cost more than originally planned.

18

Research has identified techniques to address the planning
fallacy. One is to collect data on prior projects to estimate
new project schedules and budgets. Although it is important to
provide more realistic schedules, research also demonstrates
that using short- and intermediate-term milestones is essential

in keeping teams project focused.

Other techniques include asking whether project plans
reflect best-case (rather than likely) scenarios and holding
pre-mortem meetings, where participants are encouraged
to imagine new projects are months behind schedule and

identify potential causes.

Interviews vs. Data

Behavioral economics provides a second key insight for
auditors regarding the common tendency to place more
weight on interviews and testimonials than on documents and
data. While the audit framework already lists testimonial
evidence below documentary evidence and data, the

research provides additional reasons to be cautious.

One set of biases related to testimonial evidence involves
the interviewee. Research shows that memories of events
are often faulty (even when attempting to be truthful). The
unreliability of such evidence is so well documented that

the Department of Justice developed stricter guidelines on

International Journal of Government Auditing—Summer 2020




using lineups and photographs to reduce the risk of wrongful
convictions.

A second set of biases involves those held by the interviewers
(audit team members). These include authority bias when the
team is interviewing high-level officials or confirmation bias
where more weight is given to interviews supporting our
initial hypotheses.

In both cases, research cautions against

FEATURE STORIES——

world and act appropriately in different situations. However,
we are generally unaware of how schema might affect our
decisions, such as education bond issues receiving more votes

when the voting location is a school.

Research has also shown that we tend to discard base-
rate information (probabilities) once we have conducted an
interview, even though base-rate information is often much
more predictive than schema-based judgments.

relying on testimonial evidence, which
reinforces the importance of collecting
as much systematic evidence as possible,
particularly to test initial hypotheses
generated in interviews against relevant
and reliable data.

ensure any causal interpretations

are fully supported by facts.

Attribution Error

Psychologist Paul Nisbett, also active

We can't turn off our tendency
to form hypotheses...we can
increase our awareness, encourage
alternative explanations and

We can't turn off our tendency to form
hypotheses, and forming hypotheses
can be helpful in early audit process
stages. However, we can increase our
awareness of this tendency, encourage
alternative explanations and ensure
any causal interpretations incorporated
in reports are fully supported by facts.

in behavioral economics, believes the
fundamental attribution error is the most serious of all biases.
In his research, Nisbett demonstrates no causality exists in

many cases—ijust random data variation.

“We are superb causal hypothesis generators. Given an

effect, we are rarely at a loss for an explanation,” notes

Nisbett in his book, “Mindware: Tools for Smart Thinking.”

Specific fundamental attribution error biases include seeing
patterns in data and events when there are none, neglecting
statistical or probability effects, and using schemas or

stereotypes when making judgments.

For example, in comparing male birth percentages in small
to large hospitals in Ching, it would be much easier to find
small hospitals with monthly averages at 70% or above
(just as flipping a coin ten times leads to much more likely
results of 7 or more tails (17.2%) than flipping a coin 20
times and achieving 14 or more tails (5.8%). This example
illustrates how a person might overlook different sample
sizes, determine a causal explanation, and hypothesize some
kind of intervention is needed.

Nisbett also discusses how we use schema or stereotypes—
rules systems and templates—to help us make sense of the

Summary

The Nobel Prize for Economics is generally awarded decades
after the original contributions are published when it is clear
the ideas have influenced thinking across the discipline. In the
case of behavioral economics, impact has been much broader,
as insights have extended into numerous other fields and
professions, such as auditing. As careful and critical thinking
are important aspects in audit work, greater awareness of

these concepts would benefit the auditing profession.

Sources

Adam Alter, Drunk Tank Pink, 2014.

Cognitive Bias Codex;, John Manoogian 111, in Visual Capitalist, September 25,2017.
Daniel Kahneman, Thinking Fast and Slow, 2013,

Paul Nisbett, Mindware: Tools for Smart Thinking, 2016.
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PROFESSIONAL
SKEPTICISM:

A MODEL FOR
PUBLIC SECTOR
AUDITING

by Dr. Hamid Reza Ganiji, Assistant Professor, Department of
Accounting, Alzahra University, and Dr. Ghorban Eskandari,

f

Senior Auditor, Supreme Audit Court of Iran

Professional skepticism is a key element in high-quality audits,
as it ensures auditor judgments are less clouded by personal
biases. According to audit standards, professional skepticism
involves having a questioning mind and critically assessing audit
evidence. However, there is no universally accepted definition of
professional skepticism. As a result, the ways in which auditors exercise
professional skepticism vary.

Recent discussions in the auditing community have identified two primary approaches

to professional skepticism: “neutrality,” in which the auditor neither assumes management

is dishonest nor unquestioningly assumes honesty, and “presumptive doubt,” in which the

auditor assumes some level of carelessness, incompetence or dishonesty on the part of

y - financial statement preparers unless the evidence shows otherwise. There is a lack of
consensus on which of these two approaches is most appropriate for auditing.

A Study to Determine a Model for Professional Skepticism

Regulatory bodies, standard setters and academic researchers have recognized the

need to better define what constitutes professional skepticism and develop a model for

how auditors can apply it. To that end, this study examined how auditors in Iran define

professional skepticism, how they exercise it when interacting with different clients, and
how audit entities can better emphasize the importance of professional skepticism.

Previous studies have provided conceptual frameworks for understanding
professional skepticism by reviewing audit standards and testing relationships
between professional skepticism and other variables. This study contributes to the
discussion by basing conclusions about professional skepticism on how it is actually
exercised by Iranian auditors and audit firms.

Research Methodology
The research used a grounded theory approach involving systematic data gathering
and analysis for theory development. Twenty-eight semi-structured interviews were

’ : conducted with independent auditors holding positions at various organizational
o levels, such as managers, supervisors and senior auditors.
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Participants (members of the Iranian Association of Certified
Public Accountants and the Supreme Audit Court of Iran)
were selected using the snowball sampling method, where
participants helped recruit other participants. Members were
asked several questions related to professional skepticism,
including concept definition, exercising it in specific situations,
and the conditions considered necessary to support its use.

Based on collected and analyzed interview data, a paradigm
model was devised to identify concepts and interrelationships
in a framework with one core phenomenon (see Figure 1).
To measure interview validity and reliability, members of the
study and subject matter experts were asked to review the
methodology, model and overall findings.

Study Findings

Data showed “presumptive doubt” as the most common manner
in which Iranian auditors exercised professional skepticism.
Findings also demonstrated:

* Factors leading auditors or audit firms to have an attitude
of presumptive doubt toward a client include information
asymmetry, level of audit risk and client characteristics.

* An aftitude of presumptive doubt can persuade auditors
or audit firms to employ strategies, such as supervising and
reviewing work; ensuring the engagement team is staffed
with qualified auditors who are well suited to the client;
validating evidence; challenging client explanations; tracking
contradictory evidence; and adijusting plans as necessary.

* Strategies auditors or audit firms choose are influenced by
many factors, including audit process complexity; level of
auditor independence and objectivity; and characteristics
of the auditor, client, evidence, and external environment.

* Employing these strategies has resulted in improving audit
quality, increasing efficiency, protecting and enhancing an
audit firm's professional reputation, and reducing risks to
auditors and audit firms.

Figure 2 on the following page is a paradigm model for
professional skepticism that details the causal conditions;
core phenomenon; context and intervening conditions; action
strategies; and consequences tailored to the study data.
It also provides a comprehensive list of identified context
and intervening condition characteristics influencing action
strategies auditors and audit firms may use when exercising
professional skepticism. Some items identified through the
interviews have not been emphasized in previous studies, such
as information asymmetry, professional reputation, process of
gathering evidence, materiality level, and shareholder type.

Supreme Audit Institutions in other countries may find it useful
to incorporate the paradigm model into efforts aimed at
strengthening professional skepticism. SAls can customize
characteristics to a particular context or use the findings as a
case study in professional training modules.

For details about this study, the paradigm model, and a full
list of references, contact the author at h.ganji@alzahra.ac.ir.

FIGURE 1: PARADIGM MODEL FOR PROFESSIONAL SKEPTICISM

CAUSAL CONDITIONS CORE PHENOMENON

Factors that lead to
or influence the
core phenomenon

Primary
identified concept

ACTION STRATEGIES CONSEQUENCES

Outcomes from
employing
action strategies

Activities resulting
from core
phenomenon

CONTEXT &
INTERVENING
CONDITIONS

Factors influencing
action strategies
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FIGURE 2: TAILORED PARADIGM MODEL FOR PROFESSIONAL SKEPTICISM

CAUSAL CONDITIONS

Level: Audit Engagement

* Information Asymmetry

* Judicial Nature of
Auditing

* Audit Risk

* Client Characteristics

Level: Audit Firm

* Professional Reputation

* Commitment to Audit
Quality

* Litigation Against
Auditor

* Regulatory and
Inspection Reports

CONTEXT AND INTERVENING CONDITIONS

Evidence Characteristics
* Validity

* Original vs Historical
Gathering Process
Inconsistencies
Repudiated

Sources

Audit Firm Characteristics

* Culture
* Professional Training

Audit Process, Transaction
Complexities

Auditor Independence &
Objectivity

Auditor Characteristics

* Experience

* Questioning Mind

* Curiosity

* Knowledge

¢ Expertise

* Intelligence

General Conditions of

Society

* Public Interest

* Stakeholders, Users

* Governmental
Economics

Presumptive Doubt

Culture of Society

* Accountability
* Transparency

Client Characteristics

* Inherent Risk & Control Risk

* Continuous Change of
Directors

* Type of Client
Shareholders

* Auditor and Client
Previous Relationship

* Negotiation Skill and
Relationship with Audit
Firm

* Client’s Industry Type
and Status

External Environment

Characteristics

* Time & Budget Pressures

* Audit Fees

* Materiality Concept

 Official Court Reports

* Professional Supervision
and Peer Review

Auditor Social
Responsibility
* Expectation Gap

ACTION STRATEGIES

Level: Audit Engagement
* Validating Evidence

— Evaluating Internal Control
System

— Increasing Investigation
Accuracy

— Verifying Evidence
Reliability

* Analyzing Evidence

— Using Analytical Procedures

— Challenging Client's
Explanations

— Tracking Contradictory
Evidence

* Supervising & Reviewing Work
— Assigning Appropriate,
Specific Tasks to Members
— Increasing Professional
Training During Field Work
— Monitoring by Senior
Auditors

Level: Audit Firm

* Understanding Client

— Inherent Risks

— Internal Controls

— Business, Industry Type &
Status

* Composing Engagement Team

— Qualified Personnel

— Suitability to Client

— Personnel and Engagement
Team Rotation

* Planning and Plan Adjustment

— Engagement Team
Brainstorming

— Changing Audit Procedures

— Emphasizing Critical Thinking
in Evaluating Evidence
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Level: Audit Engagement

* Improved Audit Quality

— Enhanced Commitment to
Audit Standards

— Higher Evidence Quality

— Increased Detection of
Material Misstatements

* Decreased Audit Risk
— Reduced Detection Risk
— Improved Judgments &
Conclusions
— More Appropriate
Opinions

* Increased Audit
Effectiveness

— Greater audit goal
achievement

Level: Audit Firm

* Reduced Risk

— Protected, Enhanced
Professional Reputation

— Reduced Regulatory
and Inspection Actions
Against Auditors

— Greater Field Work
Economic Efficiency
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by Marie-Héléne Bérubé, Program Officer, Gender Equality
and Ethics, Canadian Audit and Accountability Foundation, and
Petra Schirnhofer, Manager, Strategic Support Unit, INTOSAI
Development Initiative

Impacts of the COVID-19 Pandemic affect everyone around
the world. Due to long-standing inequalities, many impacts,
including those on health, the economy and the social sphere,
are afflicting women, girls and marginalized populations
hardest. Early evidence shows the crisis is deepening existing
inequalities and undermining hard-earned progress on
gender equality and women’s rights.

Supreme Audit Institutions (SAls) can help reverse this trend.
As SAls hold governments accountable for national pandemic
responses, applying a gender lens to audits can help
determine how women, girls and marginalized populations
are affected and can lead to informed recommendations to
help improve government programs.

This article examines how SAls can play a positive role during
this crisis and make a difference to the lives of all citizens.

COVID-19:
PUTTING
A GENDER
LENS ON
AUDITING

Why Gender Matters in Times of Crisis

During a pandemic, several health, economic and social
impacts on citizens are observed, particularly on women,
girls and marginalized populations, such as people with
disabilities, racial minorities and the Lesbian, Gay, Bisexual,
Transgender /Transsexual and Intersex community.

Since the COVID-19 Pandemic began, governments have
observed escalated gender-based violence and child abuse
during lockdown; intensified levels of anxiety and stress
experienced by frontline workers (who are predominantly
women); and increased unemployment levels (women are
particularly at risk, as they hold the majority of informal
and lower-paying positions that lack job security).

In many countries, impacts of the pandemic add to the context
of poverty and insecurity and will further harm women and
girls already experiencing different forms of inequalities
and discrimination.

To counterbalance the risk of increased gender inequalities,
social protection and support is vital. Research indicates that
in times of crisis the likelihood of girls dropping out of school
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to perform unpaid work to support families increases, as do
pregnancies and cases of sexual abuse. Studies also show
school and daycare closures will disproportionately impact
women, as the burden of unpaid work and family care
largely falls on women and girls in many societies.

Governments can effectively respond by conducting gender-
based analyses, using gender budgeting tools and ensuring
the voices of women, girls and marginalized groups are
included in decision-making processes. Such actions, which help
prevent reinforcing existing gender norms and stereotypes
and worsening inequalities, can turn pandemic responses into
opportunities that challenge and transform gender inequities.

How SAls Can Make a Difference

As governments rush to implement large-scale responses to the
crisis, SAls, more than ever, are strongholds of accountability
(see “Accountability in a Time of Crisis” published by the
INTOSAI Development Initiative). Over the last few months,
SAls around the world have worked toward remaining
resilient and flexible, and many have refined or refocused
audit priorities and approaches under difficult circumstances
(noting particular importance to employing a risk-based
auditing approach). By integrating a gender dimension to
audit work, SAls can assist governments in ensuring national
responses reflect the needs and voices of women, girls and
marginalized groups.

Numerous SAls have recently applied a gender lens in
audits, especially in auditing preparedness for Sustainable
Development Goal (SDG) implementation. Gender equality
and inclusiveness is enshrined in the 2030 Agenda for
Sustainable Development, which considers all segments of
society irrespective of race, gender, ethnicity and identity.

As SAls embark on auditing national COVID-19 Pandemic
responses, it is equally important to mainstream gender
equality and inclusiveness throughout the audit process. This
enhances audit impact, helps determine whether citizens are
being assisted equally, and assists SAls in providing informed
recommendations for improvement. Key considerations for
SAls include:

Planning and Analysis—Examining whether governments
have conducted gender analyses in designing pandemic
responses and whether they have investigated varying
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impacts engagements may have on women, girls and
marginalized groups.

Decision-making—Understanding how government decisions
are made, who participates in decision-making processes,
and what mechanisms are in place to ensure women, girls
and marginalized groups are well represented.

Legal and Regulatory Compliance—Assessing the extent to
which new government measures and programs adhere
to human and women’s rights and comply with existing
gender equality laws and regulations, which include many
areas, such as domestic and gender-based violence, sexual
harassment, labor standards and health care.

Monitoring and Evaluation—Determining if (and how well)
governments are collecting disaggregated data on citizen
accessibility to support programs and whether data is used
to monitor different outcomes for different groups.

These key considerations allow SAls to formulate questions
when auditing national COVID-19 Pandemic responses, such
as:

Social Protection and Economic Stimulus Packages

* Are cash transfers, other social protection measures and
economic stimulus packages efficiently and effectively
reaching target groups?

» Do governments provide financial support to marginalized
groups working in sectors having no provisions for health
insurance and social protection?

* How do governments support parents—mainly women
and single parents—whose work is largely unpaid?

Health Systems and Programs

* As World Health Organization reports indicate men are
more likely to die from the COVID-19 virus and women
represent ab