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Abstract. The article discusses one of the most effective mechanisms of state financial control which is
performance audit. The article considers the types of performance audit of a quasi-public sector, shows how it differs
from regular methods of state financial control, and identifies vulnerabilities of performance auditunder the existing
legislative, methodological framework. The authors provide the concept of performance audit according to audit
standards adopted by the International Organisation of Supreme Audit Institutions (INTOSAI).
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Introduction. The relevance of the article is owing to extensive range of definitions and types applied
in performance audit of a quasi-public sector through investigation and detailed analysis of remarkably
different and innovative properties compared to the previous state financial control methods. The
relevance of the article is also owing to provided explanation and justification for the most criticised and
edited performance audit paragraphswithin the existing legislative and methodological framework and the
relation between current status of performance audit andcurrent development of state financial control.
This work is relevant because it considers the performance audit in the context of contemporary
development of state financial control.

Methods.The authors usegeneral scientific and special methods such as system analysis, content
analysis, comparative analysis,analysis and synthesis and systematic approach.

Results. The current context of a dynamically developing financial structure of the state makes the
subsequent performance audit improvement a strong indicator of an impact on the quasi-public sector.
This indicator also transforms into a factor for systematic reform of external financial control with the
view to increase the budget utilisation efficiency. The performance audit development is a reasonable
consequence of the state financial system development which also becomes a factor for reforming the
system of external financial control with the view to increase the budget utilisation efficiency. It should be
mentioned that performance auditreviews activities of public fund managers in detailto determine the
budget utilisation efficiency and therefore to assess their competence in fulfilling their duties.

Consequently performance audit activities are aimed at analysing the budget utilisation efficiency,
evaluating possible reserves for their growth and the reasonableness of spending, identifying deviations of
actual and planned parameters and indicators in order to achieve the maximum positive social effect.

Ultimately, as a product of economic activity, there are results in the form of a product derived from
the public fund utilisation. First, the most effective use of resources is when the actual cost of a resource
unit is less than planned or less than the cost of a similar product or competitor’s service. Second, budget
utilisation efficiencyis defined by the ratio of product output, the volume of rendered services and other
activities of an audited entityand the material, financial, labour and other resources spent on obtaining
these results. Moreover, it should be noted that the performance audit procedure is much more
complicated compared to value for money audit.

In general, the performance audit methodology consists in implementing a certain set of procedures
for obtaining evidence necessary for the conclusion / report on the budget utilisation efficiency. However,
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the fact that the audit conclusion is based solely on the auditors’ judgments makes this type of financial
control vulnerable, since the factor of the subjective judgments of experts (auditors) is related to the
limitations of the presented report. On top of that, only highly qualified specialists are able to ensure that
industry-specific aspectsare taken into account in each individual case. Any monitoring activity falls into
three main phases which is planning, execution and reporting. This also applies to performance audit
(table 1).

Table 1 - The phases of the performance audit of budget utilisation efticiency

Planning Identifyingaudit topics;
Planning a preliminary study;
Gathering relevant background information and materials;
Preparing a preliminary study report,
Developing audit proposal.
Fieldwork on gathering information and factual data for forming audit
idence;
Drawingconclusions and recommendations on the results of the audit;
Discussing the results of the review with the client.
Report drafting;
Final report drafting;
Approving and distributing the report.

Execution

Reporting

SRV ANENIEN ENENENENEN

Note: Based on [18]

According to the auditing standards adopted by the INTOSAI, performance audit includes:

“Audit of the economy of administrative activities in accordance with sound

administrative principles and practices™;

“Audit of the efficiency of utilisation of human, financial and other resources, including examination
of information systems, performance measures and monitoring arrangements, and procedures followed by
audited entities for remedying identified deficiencies™;

“Audit of the effectiveness of performance in relation to achievement of the objectiveness of the
audited entity, and audit of the actual impact of activities compared with the intended impact.”[4]

Lima Declaration standards of the INTOSAI control guidelines recommendsparallel application of
performance auditand traditional monitoring of proper use of public funds, in order to evaluate the final
results of government spending. Performance audit is aimed at improving the qualitative characteristics of
the quasi-public sector of the economy and usedas a form of financial control, creating mechanisms and
methods for evaluating the performance of managing financial flows in the public sector economy. Thus,
the performance audit has two major functions:

Control function which focuses on reviewing the activities of an audited entity;

Analytical function which focuses on searching and identifying cause-effect relationships in the
activitiesof executive authoritics managing public funds;

Synthetic function which focuses on developing and defining recommendations and proposals to
improve the performance of anaudited entity.

The feasibility of the performance audit lies in the qualitative improvement of the public funds
management by providing full andverified information from reliable sources and a fair review of
effectiveness of publicly funded entities.

Advantages of performance audit:

e Expanding the boundaries of financial control beyond the formal estimation of resource allocation
to the improvement of the publicly funded entities;

o Comprehensive analysis of the possible reasons for inefficient budget utilisation;

e Creating conditions for anti-corruption activities in government by providing and widely
disseminating information on budget utilisation;

e Providing the legislative authorities with the grounds to evaluate the effectiveness of a budget
regulation process;

e Providing executive authorities with information and recommendations for improving the budget
utilisation efficiency;
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o Using carly identified audit observations to influencethe development of strategic decisions in
financial policy. [4]

The performance audit of a quasi-public sector entity, which involves the implementation of an audit
plan and programme in terms of conducting analytical and audit procedures at the site of a public audit
entity, the public auditors shall:

1) Gather audit evidence of appropriate quality / format;

2) Conduct additional analytical and audit procedures if necessary, which are aimed at managing
audit risk and (or) ensuring the collection of necessary evidence, including:

a. conducting counter audits;

b. evaluating of the facts revealed during the audit with a view to deviations from the indicators/audit
criteria;

3) Prepare a report draft;

4) Discuss the auditresults and report draft with public audit entity and (or) authorised bodies;

5) Prepare audit documentation;

6) Conduct audit quality-assurance procedures

Similar to the planning stage, the term of the audit depends upon resource availability, complexity and
scope of the review.

The performance audit includes gathering and using physical, documentary, testimonial and analytical
evidence.

While gathering audit evidence, it is necessary to ensure that the audit evidence is consistent with the
qualitative characteristics.

The evidence base of the performance audits of a quasi-public sector entity should be documented.
The form and content of relevant documentation should be determined by public auditors based on
professional judgment.

Document review or review of primary documentation and reports. This type of review is aimed at
collecting audit evidence of proper accounting of assets and control over their use (for example,
determining the correctness of recognition and impairment of assets, evaluation of internal control
effectiveness regarding to safekeeping of assets etc.). Generally, document reviewis the method of
gathering information that is frequently used in compliance audits and financial audits, which allows
public auditors to use available and appropriate audit reports for performance audits.

Observation is one of the most effective method of gathering audit evidence for performance audit of
budget utilisation, which involves visual recording of certain events, actions or behaviour that occurred
during utilisation of an audited public asset. Observation can be applied to all types of assets and activities.

Interview is one of the most common method of gathering information and audit evidence. This
method involves talking to one (individual interview) or several representatives (group interview) of the
public audit entity, authorised body or any other person involved in the management of thepublic audit
entity. The main advantage of the interview is the ability to collect "unique" and (or) previously unknown
and (or) undisclosed information. Through interviewing public auditors may establish existence of
uneconomic, inefficient and ineffective management, find out the reasons for these deviations,
andevaluate their impact.

Audit report on the economy, efficiency and effectiveness of a quasi-public sector entity requires
analysing all gathered information, including audit evidence. At the same time, these analytical procedures
are carried out in order to:

1) evaluate the quality of audit evidence;

2) compare the revealed facts with the indicators (criteria) of the audit.

The quality of audit evidence is analysed and evaluated using the methods of comparative analysis. In
this case, public auditors compare the quality of the collected audit evidence for compliance with
established and (or) recommended characteristics.

Generally, quantitative and qualitative methods of analysis are used to compare the revealed facts
with audit criteria. In quantitative analysis, public auditors primarily use data that can be measured
quantitatively.

For example, Table 2 presents quantitative data that can be analysed using benchmarking methods.
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Table 2 - Application of the comparative analysis for performance audit

Data on a public

Audit criteria indicators (or data on other entity of

non-core activities

audit entity public, quasi-public or private sectors)
The ler_:l of depreciation of fixed assets used for 45% 30%
core activities
The level of depreciation of fixed assets used for 10% 20%

The average level of depreciation of fixed assets

(45+10Y2=27.5%

(30+20)/2=25.0%

Deviation in percentage

25.0%-27.5% = -2.5%

Note: Based on official data by Accounts Committee for Control over Execution of the Republican Budget [19]

Identified deviation supported by audit evidence may indicate deficiencies in the economical, efficient
and effective use of tangible assets at a public audit entity. Public auditors should consider that some
audits may require more complex calculations (for example, a dynamic deviations comparison (Table 3),
which in some cases may be performed duly by experts.

Table 3 - Application of the comparative analysis for performance audits (trend analysis)

Data on a public audit entity

Audit criteria indicators (or data on
other quasi-public entities)

non-core activities

First year

The ler_:l of depreciation of fixed assets used for 45% 30%
core activities

The level of depreciation of fixed assets used for 10% 20%

The average level of depreciation of fixed assets

(45+10Y2=27.5%

(3020)2=25,0%

Deviation in percentage

25.0%-27.5% = -2.5%

Second year

The level of depreciation of fixed assets used for
core activities

47%

30%

The level of depreciation of fixed assets used for
non-core activities

12%

20%

The average level of depreciation of fixed assets

(A7+12)2=29.5%

(3020)2=25,0%

Deviation in percentage

25.0%-27.5% = -4.5%

Third year

The level of depreciation of fixed assets used for
core activities

49%

30%

The level of depreciation of fixed assets used for
non-core activities

14%

20%

The average level of depreciation of fixed assets

(49+14)2=31.5%

(30+20)2=25,0%

Deviation in percentage

25.0%-27.5% = -6.5%

Fourth year

The level of depreciation of fixed assets used for
core activities

51%

30%

The level of depreciation of fixed assets used for
non-core activities

16%

20%

The average level of depreciation of fixed assets

(51+16)2=33.5%

(30+20)2=25,0%

Deviation in percentage

25.0%-27.5% = -8.5%

Note: Based on official data by Accounts Committee for Control over Execution of the Republican Budget [19]

At the same time, deviations in the depreciation of fixed assets at a public audit entity show increase
in comparison with a certain audit criterion or compared (best) practice during the analysed period.
Identified deviation supported by audit evidence may indicate systematic deficiencies in the economical,
efficient and effective use of tangible assets at a public audit entity.

Regression analysis. The performance audit of a public entity may also involve a regression analysis
of quantitative data. This method makes it possible to determine the potential existence of a positive or
negative relationship between different analysed variables (indicators), or indicate the absence of a
relationship between the variables (indicators).
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Table 4 - Application of the regression analysis for the performance audit (multi-factor analysis).
The following information is sourced from Accounts Committee
for Control over Execution of the Republican Budget (http://esep kz/rus)

Indicator I 2™ 31 4" 5o 6™ 7"

year year year year year year year

The number of employees at a public audit entitywho are 60 62 64 67 70 75 80

trained to use a new equipment. Their percentage of the

total number of employees of the public audit entity

The level of assets profitability of a public audit entity, in 6.0 6.0 6.5 6.5 7.8 7.9 7.8

percentage1

Correlation coefficient 0.90

Indicator I 2 3¢ 4™ 5" 6" 7
year year year year year year year

The validity coefficient of fixed assets of a public audit 0.15 0.30 0.30 0.30 0.35 0.35 0.35

entity, in percentage

The level of assets profitability of a public audit entity, in 6.0 6.0 6.5 6.5 7.8 7.9 7.8

percentage

Correlation coefficient 0.74

Note: Based on official data by Accounts Committee for Control over Execution of the Republican Budget [19]

Conclusions. Tosummarise, the main difference between performance audit and any reviewing
activity is that the first should go beyond the traditional audit report. The main objective of the
performance audit is to assist audited entities in increasing their budget utilisation efficiency by following
the recommendations provided by the audit. In this regard, the time period for adopting the given
recommendations should also be considered as a special phase of performance audit —the adopting
phase However, this phase of the performance audit cannot be considered as a completed control activity.
The information confirming effectiveness of the performance audit, especially the one on adopting
recommendations, should be gathered. This information should be provided after a certain period of time,
and this period should objectively be sufficient to adopt the recommendations. This phase should be
considered as one that determines the socio-economic effect of the performance audit.

Discussions.Our analysis show that the performance audit is relevant, but it requires a more
“reasonable approach”. By reasonable approach, we understand systematic preparation of the legislative,
regulatory, methodological framework considering specific features of country’s development. Staff
training is also important since the unregulated aspects will be left to auditors” discretion. The fact that
performance audit may requireexperts from various fields,the personnel responsible for the auditshould be
equally competent. Thus, only meeting the above challenges can prepare the current audit system for a
new evaluation method.

OO0K 657
JL.M. Cembuena, JL.3. Beiicenora, JL.b. Ammky/osa

JLH I'ymunes atsmgarsl EypasusanbIK YITTHIK YHHBEPCHTET

KA3AKCTAH PECIIYBJIUKACBIHJIA AYAUTTI )KYPIT3Y
YUBIMJACTBIPYABIH TUIMALIII'T MEH EPEKIITEJIIKTEPI

AnHOTanmust. MEMJICKETTIK Kap)KbLUIBIK OAKbIIAY KYPAJBIHBEIH €H OIp MOPMEHAl TETIKTEpPl - ayJUT THIMILIITI.
Ayaur THIMAITITIHIH TYpIepl KBa3HMEMIICKETTIK CEKTOP OCHI JKYMBICTA KAPACTHIPHUIABL. MEMIIEKETTIK KapsKbIIbIK
0aKkpLIay OTICTCPIHIH AHBIPMAINBLIGIKTAPHl CIKCH-TCIKCHITT AIIBLIFAH. AYIWT THIMAUITIHIH 3aHHAMAJIBIK,
daicHaManbIK OimiM ocan opeiHaap OcnrimeHai. International Organization of Supreme Audit Institutions INTOSAI)
aBTOpIap OCpLITeH YFBIMAAP ayAUT THIMALTITIHIH CTAHAAPTTAPIHA COHKEC KAOBIITAHFAH.

Tyiiin ce3aepi: THIMILTIK ay IUTL, KapKbUIBIK OAKbLIAY, MCMIICKETTIK KApaXkaT Ke3CH THIMALTIK ay JUTi.
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EBpasuiickuii HaumoHambHbI yHUBepcuTeT nMeHH JLH. I'ymMuesa

OCOBEHHOCTHOPTAHM3AIIMHU TPOBEAEHUA AYAUTA YPPEKTUBHOCTH
B PECITYBJIMKE KA3ZAXCTAH

AnnoTtamusi. PaccMoTpeH oamH W3 HamOoiee ACHCTBEHHBIX MEXAaHM3MOB TOCYJAPCTBCHHOTO (DHHAHCOBOTO
KOHTpOJII - ayauT 3(p¢exTupHOCTH. B mamno#W paboTe paccMOTpPEHBI BHIABI ayauTa 3(PQEeKTHBHOCTH KBA3UTOCY-
JAPCTBEHHOTO CeKTOpa. I10ApOOHO PacKPHITHI OTIMYHWS OT IMPUBBIYHBIX METOJOB TOCYJAPCTBEHHOTO (PHHAHCOBOTO
KOHTpOJIs1. ODO3HAYUCHBI YI3BHMBIC MECTa ay uTa 3(P(EeKTHBHOCTH IMPH WMEIOMICHCS 3aKOHOJATESIBHOM, METOI0JI0-
THUCCKOW ©Oaze. ABTOpaMH, IPEIOCTABICHBI MOHATHS ayauTa 3(P(EKTHBHOCTH COTJACHO CTAaHAAPTaM ayauTa,
mpuHATeIM InternationalOrganizationofSupreme AuditInstitutions (INTOSAI).

Kmouennie ciioBa: ayaut 3QQeKTHBHOCTH, ()HHAHCOBBIH KOHTPOJIb, TOCYJAPCTBCHHBIC CPSACTBA, 3TAIl ayJuTa
3¢ peKTUBHOCTH, IENb ay IUTa 3()(HEKTHBHOCTH.

Information about authors:

Sembiyeva L.M. - Doctor of Economics, Professor of the Department "State Audit" of thel..N. Gumilyov Eurasian National
University,Sembiyeva@mail.ru;

Beisenova L.Z. - Candidate of economic sciences, Associate professor,Head of the «State

Audity,Beisenovalz67(@gmail.com;
Alikulova L.B. - PhD student of the 1st specialty course state audit, Alikulova.laura@mail.ru

REFERENCES

[1] The Law of the Republic of Kazakhstan “O6aymmropckoitnestensaoctr” [On Auditing Activity] dated November 20,
1998 (with amendments and additions).

[2] Kolcheeva O.0. AyaumddekTuBHOCTH B CHCTeMeTrocy AapcTBeHHoToprHaHcoBorokoHTpoms [Audit of Efficiency in the
System of Public Financial Control] // Bulletin of Moscow University of the Ministry of Internal Affairs of Russia, 2006, No. 7. -
0.3 - Edition recommended byState Commission for Academic Degrees and Titles of Russia.

[3] Raizberg B.A., LozovskyL.Sh., StarodubtsevaYe.B.CoBpemeHupriinkoHoMmiecknticioBaps [Modern Economic
Dictionary]. Moscow: Infra,Moscow, 2001. p. 404.

[4] https://dic.academic.ru/dic.nsf/ruwiki/498637

[5] Karyakina 1.. CpaBHWUTenbHBIM aHadw3 METOJUK IIPOBEJACHUS ayjaura SPQEKTUBHOCTH B 3apyOeKHBIX CTpaHax
[Comparative Analysis Of Performance Audit Methods In Foreign Countries]

[6] Romanova T. F. Karepina A.I. Ayut s3ddekTuBHOCTH GroIKeTHRIX pacxooB[Performance audit of budget utilisation]
// Financial Studies. Ne9. 2004,

[7] Performance Audit Of Budget Utilisation Efficiency - a modern form of financial control

[8] Performance audit definition

[9] Saunin A.N. Ay uT>$QPeKTUBHOCTH B TOCY IAPCTBEHHOM QHHAHCOBOM KoHTpole [Performance Audit In State Financial
Control]. Financial control. 2004.

[10] Voronina L.I. Aymuropckas AesTeIbHOCTH: OCHOBHI oprammarmu [Audit Activitiess The Foundations Of The
Organization]. Moscow. Eksmo, 2007-336 p.

[11] Ivanov E.I., Melnik M.V., Shleinikov V.I. AymumddextnBHOCTH B phiHOUHOMWPKOHOMUKE [Performance Audit In A
Market Economy]. KnoRus. 2007, p.328.

[12] Bulyga R.P., Melnik M.V. Ay mréu3teca: TipakTuka u pobieMbipassutys [Business Audit: Practice And Problems Of
Development]. Moscow. Unity-Dan, 2013. 263 p.

[13] Vaganova O.E. AymraddhekTHBHOCTH: TeHICHIMUPA3BUTHS B 3apyOesKHOM U OTeuecTBeHHOPKoHOMIKe [Performance
Audit: Development Trends In Foreign And Domestic Economy].

[14] Sinyagin A., Dubinina [. HoBarpm u Tpamimuy B pa3BUTHUMETOONOTHHAY IuTarpdexTrBHOCTH [[nnovations And
Traditions In The Development Of Performance Audit Methodology].

[15] Khabibullin T.R. AyaumsgekTHBHOCTH B CHCTEMETOCY apCTBEHHOTOPUHAHCOBOTOKOHTpOMs [Performance Audit In
The State Financial Control System].

[16] Sutbaeva R.O., ZhadigerovaO.Zh., Amaniyazova G.D., Omarova A. 1., Tasbolatova A.A., AsainovA.Zh.,
KulbayevaZzh.T. Ctanopienvie corpianbHOM skoHOMIKH B KazaxcTaHe: Teopusi, METOAONOTHS, MexXaHu3M (popmupoBanwms [Social
Economy Formation In Kazakhstan: Theory, Methodology, Formation Mechanism|, BULLETIN OF NATIONAL ACADEMY
OF SCIENCES OF THE REPUBLIC OF KAZAKHSTAN, ISSN 1991-3494 Volume 6, Number 376 (2018), 153-157
https://doi.org/10.32014/2018.2518-1467.39

[17] Amangaliev M.M., KulbaevaZh.T., Sadvokasova K.Z., Utarbaecva G.K., KadrinovM.Kh., Doshan A.S. OcHoBst
yrpaBieHns (puHAHCAMH B KYJIBTYPHOM M COIMaIbHO-3KOHOMHUecKoM pazButun Kaszaxctana [Fundamentals Of Financial
Management In Culture And The Social And Economic Development Of Kazakhstan]. VESTNIK, the National Academy of
Sciences of the Republic of Kazakhstan, No. 3, May 2018

[18] NikiforovaYu.l., Bediashvili N.P., PonomarevaYe.S., Skifskaya A.L. Dramer npoBenenust aymura SdQeKTHBHOCTH
WCTIONH30BaHM Tocy fapcTBeHHBIX cpencTB [ The Phases of the Performance Audit of budget utilisation efficiency]

[19]http://esep.kz/rus/show] /article/10.

[20]Kosherbayeva N. A., Abdreimova K., Kosherba G., Anuarbek A. Synthesis of achievements of world mankind in
humanity pedagogy. Procedia - Social and Behavioral Sciences 89, 2013. P.886-889. https://doi.org/10.1016/j.sbspro.2013.08.950

— 251 =—/——



