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Foreword

Supreme audit institutions (SAls) are a key part of the institutional framework of
democratic States and play a central role in supporting good public governance. The role
of SAls has assumed greater significance in today’s uncertain times, in which
governments must play a critical role in promoting sustainable economic development
and social well being.

SAls can support a more strategic and forward looking State by providing
independent information on the implementation of public policies and the machinery of
government. This can enhance transparency at a time when trust in public authorities is
being eroded and demands for open and inclusive policy formulation and implementation
are increasing.

International peer reviews are an effective instrument for SAls to become more
responsive to the evolving environments in which they operate. Reviews support SAIs to
improve their performance by aligning their practices with international standards and
good practices.

The OECD is a leader in the practice of peer reviews. For over 50 years, peer reviews
have come to characterise the work of the Organisation in most of its policy areas and
have helped to improve policymaking, disseminate best practices and facilitate
compliance with established standards and principles. During the past decade alone the
OECD has conducted more than 200 peer reviews focused specifically on public
governance.

This peer review of Brazil’s Federal Court of Accounts (TCU) clearly demonstrates
that SAIs are paying increasing attention to accountability and decision-making
processes, in particular in relation to the audit of the consolidated year-end government
report, known as the Accounts of the President of the Republic in Brazil. The TCU strives
to improve the ways in which it supports government accountability and decision-
making. However, this peer review also shows that the TCU — as for SAls more
generally - cannot act alone and must be effectively supported by the legislature. Doing
so will focus the TCU’s attention on the clarity of communicating, reporting and
substantiating its main findings in a way that elicits action from the executive branch of
government, demands from the legislature, and support from society and business.

The reports and recommendations are the results of a year-long co-operation between
the OECD and the TCU, the federal government, business and citizens on the audit of the
Accounts of the President of the Republic and government accountability. This co-
operation was supported by a series of policy discussions in Brasilia and Paris with senior
officials from SAls, the executive branches of government and the legislatures of other
OECD countries. Through this co-operation, the OECD has followed the planning,
implementation and communication of the audit of the Accounts of the President of the
Republic.
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This report is part of a series carried out under the auspices of the OECD Public
Governance, Regulatory Policy and Territorial Development Committees intended to
support members and non-members as they adapt their governance structures in a rapidly
changing environment. It follows previous OECD peer reviews of the federal government
of Brazil focused on public budgeting (2003), regulatory policy and management (2008),
human resource management in government (2010), public sector integrity (2012), and
territorial development (2012). All these efforts contribute to our common goal of “better
policies for better lives”.

_—-—-—ﬁ_—__w.__' -
P —

Angel Gurria
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Preface

External control institutions are increasingly required to provide answers to the rapid
changes in the scenario of the international crisis, with an impact on the way governments
stand before systemic international crises. Not only should the regulation performed by
public institutions be carried out in a stable and credible environment to attract
investment, but also the very responsibility of governments has been subjected to
international scrutiny — not only directly, as is the case of supranational bodies, but also
indirectly, through assessment of risk of many different shades of investors.

Accountability and governance, in this context, are keywords for overcoming crises
and increasing the credibility of national public administrations. Supreme audit
institutions (SAls) thus appear as key players in this new global understanding. With the
publication of this comparative study performed by the Organisation for Economic
Co-operation and Development (OECD), the Brazilian Court of Accounts (TCU) aims to
contribute decisively to the debate on how to improve public governance and
accountability.

Controlling the public administration to contribute to its improvement for the benefit
of society — that is the mission set out by TCU in its strategy plan. This is a challenging,
innovative mission, aligned with the principles that founded the Court.

Created in 1890, by the then Minister of Finance, Rui Barbosa, and inserted into the
first republican Constitution of 1891, the Court was conceived, in the words of Barbosa,
as a “magistracy agency which is intermediary between the administration and the
legislature, which, placed in an autonomous position and invested with powers of review
and judgement, and surrounded by guarantees against any threat, may exercise its vital
functions in the constitutional body, without the risk of becoming an institution of
ostentatious and useless ornaments”.

The mandate of the TCU to issue a preliminary opinion on the Accounts of the
President of the Republic is equally historic. It first appeared in 1911, but only with the
1934 Constitution did it become an effective part of Brazil’s accountability process.
Currently considered one of the major powers of the Court, it was performed for the 77"
time in 2012. Therefore, in hindsight, we know that we have come a long way, with
significant advances achieved over time. But that is not enough. The improvement of the
performance of any institution should be a continuous, ongoing process.

Changes occur rapidly and we are constantly confronted with new challenges. We
know that society is increasingly eager not only for information relating to the legality or
conformity of actions taken by managers but also for the actual results of government
action. With that spirit, the partnership between TCU and OECD was established for the
development of this peer review. We sought a process of dialogue and mutual learning
with the aim of improving the technical assessment carried out in several stages
associated with government accounts.
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The model chosen for this peer review is innovative as it proposes an analysis made
by an entity that differs from those with which we are accustomed to dialogue at the
international level. The Court is a founding member of the International Organisation of
Supreme Audit Institutions (INTOSAI) and integrates several of its groups. A peer review
among SAls, comparing their practices and processes, would be, perhaps, the expected
model of peer review.

Nevertheless, a different approach was chosen. The partnership was established with
an institution that is highly technical and independent (like the SAls) but able to use its
extensive networking, going beyond external control institutions. Thus, the study
included the participation of the executive and legislative branches of member and
observer countries, allowing for a broad base of comparison and experience that can be
shared.

This project is expected not only to enable the improvement of TCU work, through
adoption of best practices and international standards, but also to provide a dynamic and
contemporary view of the role of external control institutions in the process of public
accountability and governance, generating results to Brazil and the international
community.

Benjamin Zymler
President of the Brazilian Federal Court of Accounts (TCU)
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Abbreviations and acronyms

ANAO Australian National Audit Office

Aspar Congressional Advisory Service (Assessoria Parlamentar), Brazilian Federal
Court of Accounts

BGU General Balance of the Union (Balango Geral da Unido)
CGU Office of the Comptroller General of the Union (Controladoria-Geral da Unido)
CFS Consolidated Financial Statements, Australia
CMO Planning, Budget and Oversight Joint Committee (Comissdo Mista
de Planos, Or¢amentos Publicos e Fiscalizagdo), Brazil
COSO Committee of Sponsoring Organisations of the Treadway Commission
FMO Finance Minister’s Order, Australia
FY Fiscal year
GAO Government Accountability Office, United States
IBP International Budget Partnership
IMF International Monetary Fund
INTOSAI International Organisation of Supreme Audit Institutions
IPSAS International Public Sector Accounting Standards
ISSAI International Standards of Supreme Audit Institutions
NAO National Audit Office, United Kingdom
PAC Growth Acceleration Programme (Programa de Aceleragdo do Crescimento)
CPR Accounts of the President of the Republic (Contas do Presidente da Repuiblica)
SAI Supreme audit institution
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Secom

Semag

SIAFI

SIGPlan

SIOP

STN
TCU

T™S

Secretariat of Communications (Secretaria de Comunicagdo), Brazilian Federal
Court of Accounts

Secretariat for Government Macro-Evaluation (Secretaria de Macroavaliagdo
Governamental), Brazilian Federal Court of Accounts

Federal Government Integrated Financial Administration System (Sistema
Integrado de Administragdo Financeira do Governo Federal)

Budget Planning and Management Information System (Sistema de Informagoes
e de Planejamento)

Integrated Planning and Budget System (Sistema Integrado de Planejamento e
Org¢amento)

Secretariat of the National Treasury (Secretaria do Tesouro Nacional)
Federal Court of Accounts (Tribunal de Contas da Unido)

TCU-wide Priority Themes (Temas de Maior Significancia)
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Executive summary

The Federal Court of Accounts (TCU) has an important role in supporting a more
strategic and forward-looking state

The credibility of public policies and a clean administration are crucial factors for
achieving sustainable and inclusive development and for maintaining trust in government.
The TCU is a key independent actor supporting good public governance within the
federal government of Brazil. It helps to ensure that the government is held accountable
for its management of public resources and that taxpayers' money is used for its intended
purposes, in an economic, efficient and effective manner. TCU work also has a
preventive effect: public officials behave differently if they know their actions can be
externally evaluated by an independent and competent institution. These roles are
particularly significant in Brazil given concern over the efficiency of spending and
corruption in the public sector.

This review supports the TCU in enhancing the impact of the audit of the
consolidated year-end government report

The external audit of the consolidated year-end government report — the Accounts of the
President of the Republic (PCPR) — is regarded by the TCU as one of its most significant
activities. This report is a core element of the federal government’s financial reporting
framework, which aims to support fiscal sustainability, achieve cost-effective service
delivery and enhance fiscal legitimacy. The PCPR contains information on: the federal
government's financial performance; compliance with budgetary laws; non-financial
information about service delivery; and information about key factors underlying
financial and non-financial performance. This OECD review is based on a year-long
dialogue with the TCU and with its key government and non-governmental stakeholders
on the impact of the audit of the PCPR for government accountability and decision
making.

Strengthening partnership with the National Congress, while maintaining TCU
independence, can increase audit impact

The TCU makes publicly available, including free of charge on the Internet, its audit of
the PCPR within approximately five months of the end of the fiscal year — in line with
constitutional deadlines and international good practice. Actions have also been taken to
enhance the comprehensiveness of this audit and communication of main findings with
the federal executive and the general public. However, legislative scrutiny of the PCPR
using the audit findings is subject to years of delay. The review helps the TCU better
understand the barriers and constraints affecting the use of its main findings for more
effective legislative scrutiny. Partnering with the National Congress is not equivalent to
diluting the TCU independence. Rather, it can help Congress members better understand
the audit’s main findings and how to take appropriate action.
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An explicit communication strategy for the audit of the PCPR can more effectively
mobilise the government’s response to main findings and audit recommendations

The TCU has taken a number of actions to better communicate its main findings from the
audit of the PCPR; and has been supported by increased TCU capacity for relations with
Congress and the media. However, actions have focused more on enhancing
dissemination of information about the audit rather than tailoring the desired action to be
taken by primary audiences once they receive the main findings. An explicit
communication strategy can help to define primary target audiences as well as to identify
communication objectives, refine key messages and select an appropriate
communications mix for each of the target audiences. An explicit strategy can also
provide a sound basis for evaluating the impact of, and learning lessons from,
communication activities and the audit more generally.

Reporting main findings more clearly will increase the impact of recommendations

The TCU has taken concrete actions to enhance the clarity of audit reporting related to the
consolidated financial statement of the federal government — the General Balance of the
Union (BGU) — in parallel with this peer review. Aligning the form and content of the
audit opinion with international standards could better guide audiences’ understanding of
its meaning. Moreover, framing qualifications and recommendations in terms of their
impact on government accountability and performance can better guide target audiences’
understanding of their significance. Strengthening the link between the audit report and
main findings — and in the process, streamlining the audit report — can further support
understanding of how the main findings and TCU judgement was reached. Clearly
reporting main findings also support the communication strategy for this audit.

Structuring planning around audit objectives and TCU knowledge of material risks
can enhance the quality and purpose of audit findings

The TCU has taken a number of actions to enhance planning and implementation of its
audit of the PCPR in parallel with this peer review. The introduction of a more structured
audit planning process will help to refine the TCU strategy to produce higher quality and
more purposeful main findings, in a more effective and efficient manner. Actions which
are also underway to map high-level accounting processes for the preparation of the
PCPR and to analyse TCU financial audit practices against INTOSAI Financial Audit
Guidelines, are critical first steps. However, planning could further benefit from more
direct linking with the audit objectives defined in the TCU Internal Rules and from
leveraging institutional knowledge of material risks to the integrity of government
reporting. This can help to better define the extent and scope of necessary audit tests to
provide competent, relevant and reasonable evidence and support main findings.

BRAZIL’S SUPREME AUDIT INSTITUTION © OECD 2013



KEY RECOMMENDATIONS- 19

Key recommendations
for the Brazilian Federal Court of Accounts

Audit objectives and reporting

e Align the audit opinion with international standards to better guide audiences’
understanding of its meaning for integrity in government reporting

e Frame main findings to better guide audiences’ understanding of their significance for
accountability and performance

e Strengthen the link between the audit report and main findings, focusing audiences’
attention on how the judgement and findings were reached

e Assess whether the impact of the audit report can be enhanced by releasing its content
at different moments of the accountability and decision-making processes

Audit planning and implementation

e Further develop the audit matrix to support the collection of more competent,
relevant and reasonable evidence to support the main findings

e Draw more systematically on TCU internal knowledge of deficiencies in internal
control and government reporting to support more effective and efficient audit work

e Link efforts to enhance audit capabilities with the TCU human resource management
reforms and periodically review audit practices to support professional audit work

e Use improvements in the audit strategy to focus attention on how to enhance
government reporting, and not only audit reporting

Communicating audit findings and assessing impact

e Develop an explicit co-ordinated audit communication strategy based on
understanding target audiences to increase awareness and use of main findings

e Focus communication activities on the main findings can support audiences’
understanding of their significance for government accountability and performance

e Report systematically on the executive’s actions to address qualifications, and not
just to implement recommendations, to enhance government accountability

e Assess impact more broadly to demonstrate the audit on public governance and
support improved audit reporting and communication

BRAZIL’S SUPREME AUDIT INSTITUTION © OECD 2013






ASSESSMENT AND RECOMMENDATIONS — 21

Assessment and recommendations

The external audit of the Accounts of the President of the Republic (CPR) is a
key instrument for supporting government accountability

The Accounts of the President of the Republic (CPR) — Brazil’s consolidated
year-end government report — is a core element of the federal government’s financial
reporting framework. Table 0.1 presents the elements of this framework, established by
the 1988 Constitution of the Federative Republic of Brazil and the Law on Fiscal
Responsibility (Complementary Law 101/2000). This reporting framework has supported
efforts to strengthen fiscal transparency as well as to lock in long-term economic
development, mitigate short-term fiscal risks and respond to development challenges
(OECD, 2011; OECD & ECLAC, 2012). Moreover, transparency in financial reporting is
considered critical for improving the cost-effectiveness and quality of service delivery
and building legitimacy, a significant challenge in Brazil and many Latin American
countries (OECD, 2008; 2009).

The CPR contains information on i) the federal government’s financial position,
financial performance and cash flows; ii) federal executive’s compliance with the
budgetary laws and in-year amendments; iii) financial and non-financial information
about service delivery activities and achievements; and iv) information about key factors
underlying financial and non-financial performance. This information is reported in two
main components, as defined by the Organic Law on the Federal Court of Accounts
(TCU) (Law 8 443/1992), namely: i) the General Balance of the Union (BGU) — i.e. the
consolidated financial statement of the federal government — and ii) a report by the
central authority of the Internal Control System of the Federal Public Administration
(i.e. the Office of the Comptroller General of the Union, or CGU). Financial information
contained in the CPR is currently reported on a modified cash basis but will be presented
on a full accrual basis from fiscal year 2014.

The TCU considers the external audit of the CPR as one of its most significant control
and oversight processes. The significance of this audit stems from a variety of factors,
including its objective, history and procedure. This audit is the first constitutional
responsibility of the TCU and directly supports the legislative oversight function.
Moreover, it is one of the longest-standing activities of the TCU, having been conducted
since 1892. The decision on this audit is also taken in an extraordinary session of the
TCU Plenary.

It is critical to note, however, that the audit of the CPR is only one of over 8 000
TCU control and oversight processes completed every year (Table 0.2). Both the audit of
the CPR as well as other control and oversight reports and quarterly are made available to
the public free of charge on the Internet. Some of these processes may be discussed
within the National Congress, in the Planning, Budget and Oversight Joint Committee (a
joint committee spanning both chambers) and/or commissions within the Federal Senate
and Chamber of Deputies. In addition to these processes, the TCU provides a summary of
these processes in quarterly and annual reports to the National Congress.
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Table 0.1. Brazil’s federal government financial reporting framework

Reporting Descrition and content Deadline for Responsibility for Available  Audited
instrument P publication production online by TCU
PTor ﬁglsg?trﬁgcy Cash-based financial reporting of budget Office of the
Federal Public execution, by economic and n.a. (updated daily) Comptroller General Yes No
Administration” organisational categories of the Union (CGU)
Cash-based financial reporting of budget gl\?ggin%t S’giﬁet &
“SIGA Brasil” execution, by economic and n.a. (updated daily) Commﬁtee Yes No
organisational categories .
(National Congress)
Cash-based financial reporting of budget Chamber of
“Fiscalize” execution, by economic and n.a. (updated weekly)  Deputies (National Yes No
organisational categories Congress)
Coverage of all expenditure, including
public debt and debt rescheduling, and
present expenditure for each -
Summarised administrative unit, although not for each Z\Qtzl?o?lgviﬁ:quzren q Secretariat of the
budget execution programme or action carried out by the of Zver 2-mgnth National Treasury Yes No
reports unit in question. The reports also provide eriod y (STN)
comparisons between year-to-date P
expenditures and original estimates for
most categories.
Cash-based reporting on compliance with _
Fiscal limits set in the Law on Fiscal Z\gtzl?ozlilgviﬁwlquzren q Head of each
management Responsibility & information on corrective of Zve 4-mgnth branch of the Yes Yes
reports measures taken, or to be taken, if limits erio dry federal government
are exceeded P
Financial statement of the respective Qﬂﬁ’;ﬁ'}??&ig\jn the
Accounts of accountable official & narrative of end of the fiscal zar Accountable
accountable performance, in accordance with the (report); within zy cars  officials Yes Yes
officials parameters defined by the Federal Court ﬁp d i ly
of Accounts (TCU) atter end ot fiscal year
(audit opinion/report)
épﬁ;z)t(g?gﬁgwing the Oliz2@itve
Accounts of the General Balance of the Union (BGU) & end of the fiscal vear Comptroller General
. report by the central authority of the . Y of the Union (CGU)
President of the Internal Control System of the Federal (report); approximately & Secretariat of th Yes Yes
Republic (CPR) nternal L,ontro system ot the Federa 5 months following ecretariat of the
Public Administration ! National Treasury
end of the fiscal year (STN)
(audit opinion/report)
_ _ Consolidated flnanC|a] statement of the 30 June (ie. 6 months  Secretariat of the
National Public general government (i.e. BGU and . .
following the end of National Treasury Yes No
Sector Balance comparable reports of state and )
fiscal year) (STN)

municipal governments)

Notes: n.a. = Not applicable.

Source: Adapted from 1998 Constitution of the Federative Republic of Brazil, Arts. 71.1 and 71.1I; Law on Fiscal Responsibility
(Complementary Law 101/2000), Arts. 54 and 55, Organic Law on the TCU (Law 8 443/1992), Art. 7; TCU Normative
Instruction 63/2010 regarding the Organisation, Presentation and Process for the Year-end Reports of Accountable Officials;
TCU Normative Decisions 107/2010 and 108/2010 regarding the Guidelines for the Year-end Reports of Accountable Officials
for FY 2010 and FY 2011, respectively.
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Table 0.2. Brazilian Federal Court of Accounts’ control and oversight processes portfolio

Control & oversight processes, by type 2006 2007 2008 2009 2010

A. Control processes 3079 2 865 3698 4028 3270
A1. Audits of the year-end report of public officials 1366 1337 1773 2062 1114

A2. Audits of ad hoc report of public officials 1712 1527 1924 1965 2155
A3. Audit of the Accounts of the President of the Republic (CPR) 1 1 1 1 1

B. Oversight processes (=B1+B2+B3+B4) 3142 3902 4549 5104 4835
B1. Initiated by TCU (B1.1+B1.2+B1.3+B1.4+B1.5) 665 716 612 697 809
B1.1. Background research 322 258 201 284 104

B1.2. Audits 201 123 140 182 595

B1.3. Inspection 57 284 225 158 25

B1.4. Accompaniment 37 27 18 28 41

B1.5. Monitoring 48 24 28 45 44

B2. Initiated by external request (B2.1+ B2.2+B2.3) 1985 2736 3448 3828 3398
B2.1. National Congress requests 76 104 94 127 160

B2.2. Complaints 267 429 491 523 522

B2.3. Representations 1642 2203 2863 3178 2716

B3. Inquiries 59 87 68 84 66

B4. Other processes 433 363 421 495 562

C. Total processes (=A+B) 6 221 6767 8 247 9132 8105

Notes:

Audits of the year-end report of (individual) accountable public officials aim to verify the legality, economy, legitimacy,
efficiency and efficacy of the use of budgetary and non-budgetary resources.

Audits of ad hoc report of accountable public officials aim to investigate possible illegal or illegitimate activity
(e.g. embezzlement, diversion of funds, property or public value), and calculate sanctions as necessary.

The term “accountable official” is defined as “public administrators and other individuals responsible for public money, goods
and assets within the direct and indirect federal public administration” (1988 Constitution, Art. 70).

The audit of the Accounts of the President of the Republic aims to verify the legality, economy, legitimacy, efficiency and
efficacy of the use of budgetary and non-budgetary resources.

Background research aims to support better knowledge and understanding of the functioning of administrative units,
governmental systems, programmes, projects and activities; it may also be used to identify areas of future attention by the TCU.

Audits may include i) financial audits to examine the financial statements of a specific public organisation; i) compliance audits
to examine the legality and legitimacy of management acts; and iii) operational (performance) audits to examine the economy,
efficiency and effectiveness of public organisations, programmes and activities.

Inspections aim to clarify doubts or gaps created by lack of information or omission. Inspections are also used for verifying
complaint and representation processes.

Accompaniments aim to examine the legality and legitimacy of management acts from an accounting, financial and budgetary
perspective, and to evaluate public organisation’s systems, programmes and activities, with a focus on economy, efficiency and
efficacy.

Monitoring verifies implementation and compliance with TCU audit determinations.

Oversight processes initiated at the request of National Congress may include requests for information, audits and inspections by
the Presidents of the Federal Senate and Chamber of Deputies and the chairs of congressional commissions.

Complaints refer to activities to investigate reports made by private, non-government organisations and the public denouncing
an irregularity or illegality concerning the public administration.

Representations refer to activities to investigate reports made by public authorities and TCU technical units/officials denouncing
an irregularity or illegality concerning the public administration.

Inquiries relate to doubts over the application of legal and regulatory devices addressed to the TCU by the President of the
Republic; the Presidents of the Federal Senate and Chamber of Deputies or the chairs of congressional commissions; the
President of the Supreme Federal Court or superior courts; the Attorney General of the Union; Prosecutor General of the Union;
ministers of state or any authorities within the federal executive, as well as armed forces commanders.
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Box 0.1. The Brazilian Federal Court of Accounts

The 1988 Constitution of the Federative Republic of Brazil establishes the Federal Court of Accounts (TCU)
as an auxiliary body to the National Congress, and gives it broad powers of control and oversight over federal
public sector entities and federal public funds. The Constitution defines the TCU as a collegiate body, made up
of nine ministers: 1/3 appointed by the Chamber of Deputies, 1/3 by the Federal Senate and 1/3 by the President
of the Republic with the prior approval of the Federal Senate. It requires that TCU ministers will be appointed
for an open-ended term, until mandatory retirement at 70 years of age, and grants them the same rights and
guarantees as magistrates of the Superior Court of Justice.

The nine TCU ministers elect among themselves a president and vice-president for a term of one year,
extendable for an additional year. Decisions within the TCU are taken collectively by the Plenary or one of two
chambers. The Plenary is made up of nine ministers, the chambers by four ministers each. The TCU president is
not a member of the chambers.

The TCU follows a court-of-accounts SAI model and, in this regard, is more similar to the supreme audit
institutions (SAIs) of France, Germany, the Netherlands, Portugal and Spain. Moreover, the TCU juridical
powers — i.e. to judge and punish those it finds guilty of misconduct — has been directly influenced by the
Portuguese Court of Accounts, stemming from historic ties between the two countries. The TCU shares
similarities with the French Court of Audit, which in turn has strongly influenced the Portuguese Court of
Accounts (Tavares, 1998).

Organisational model of supreme audit institutions in Brazil and select countries

Audit office Audit board Court of accounts
Australia, Canada, Chile, Mexico,
South Africa, United Kingdom, United States

The Organic Law on the TCU (Law 8 443/1992) grants Brazil’s SAI broad audit powers and the freedom to
decide upon the content, timing and dissemination of its audit reports. The TCU may audit both the regularity
and performance of the use of public funds. This mandate has expanded during the 1990s to incorporate
oversight of public procurement (including the processing of complaints from contractors, suppliers and citizens)
and monitoring compliance with expenditure limits established in the Law on Fiscal Responsibility. The Organic
Law on the TCU guarantees external auditors’ access to necessary documents and information from public sector
entities. The Organic Law on the TCU also grants it significant managerial freedom.

Netherlands Brazil, France, Germany, Portugal, Spain

The TCU ministers are supported by three general secretariats — one co-ordinating strategic planning and
relationships with external actors, one co-ordinating external control and oversight processes, and one
co-ordinating internal administration. The TCU is staffed with approximately 2 600 officials, of which 1 500 are
auditors, and a budget of approximately BRL 1.4 billion (EUR 0.6 billion; USD 0.7 billion). It must report
quarterly and annually to the National Congress on its activities.

Notes:

Audit office: A monocratic organisation with all rights, powers and responsibilities in an auditor general. An audit office is
part of a parliamentary system and reports all audit findings to the legislature, typically to a parliamentary committee
responsible for holding the government or public organisations accountable based on SAI reports.

Audit board: A collegiate organisation, headed by a number of members who form its college or governing board and take
decisions jointly. A board is normally part of a parliamentary system and its audit reports are submitted to the legislature,
where there is usually some form of public accounts committee to act on them.

Court of accounts (or court of audit): A collegiate organisation, headed by a number of members who form its college or
governing board and take decisions jointly. This model is generally a self-standing court dealing only with financial matters.
Less commonly, it may be part of the supreme court, and subsequently be known as a chamber of accounts.

Source: Definitions adapted from INTOSAI (2010), “Financial Audit Guideline: Glossary of Terms to the INTOSAI
Financial Audit Guidelines”, International Standards of Supreme Audit Institutions (ISSAI) 1003, INTOSAI Professional
Standards Committee, Financial Audit Subcommittee Secretariat, Riksrevisionen, Sweden.
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The TCU has broadened the formal objective of this audit over time to enhance
government transparency and accountability

This objective is supported by two reporting elements: an audit opinion and a
supporting audit report. These elements have different objectives as defined in the TCU
Internal Rules, and have been broadened evolved over time by decision of the TCU
Plenary (Table 0.3). Taken as a whole, the objectives of the TCU audit of the CPR is
broader than comparable SAI audits of the consolidated year-end government report in
many countries. The SAls in Australia, Canada, South Africa and the United States
typically focus on dimensions of regularity in auditing the consolidated year-end
government report. However, the breadth of the TCU audit shares similarities with the
audit of SAIs in France, Mexico and Portugal, which also cover dimensions of
performance of budget execution (Table 0.4).

Table 0.3. Evolution of the objectives of the Brazilian Federal Court of Accounts’
audit on the Accounts of the President of the Republic

1977 1993 2002 2012
(1t TCU Internal Rules) (2" TCU Internal Rules) (3 TCU Internal Rules) (41 TCU Internal Rules)
A. Audit opinion, including :

Assessment of whether the BGU adequately represents the financial, budgetary, accounting & asset
positions as of 31 December
Assessment of whether implementation of the federal budget, &
other operations financed using federal public resources, complied
with constitutional norms, laws & regulations

B. Audit report, including:

Assessment of whether
implementation of the federal
budget, & other operations
financed using federal public
resources, complied with
constitutional norms, laws &
regulations
Assessment of compliance with
the fiscal rules established in the
Law on Fiscal Responsibility
Assessment of the legitimacy, economy & efficiency of programmes
financed by the federal budget & the achievement of goals
established in the Pluri-annual Plan & Budget Directives Law
Assessment of the impact of the federal budget & financial administration on Brazil's socio-economic
development

Notes: BGU = General Balance of the Union; TCU = Federal Court of Accounts.

The Law on Fiscal Responsibility establishes a general framework for budgetary planning, execution and reporting, applicable to
all levels of government. The law comprises general targets and limits for selected fiscal indicators, corrective institutional
mechanisms in case of non-compliance, and institutional sanctions for non-compliance.

The Budget Directives Law is an annual law establishing directives for the formulation and execution of the federal budget over
a medium-term framework of three years. It must be submitted to the National Congress for examination and approval 4.5
months before submission of the Draft Annual Budget Law.

The Pluri-annual Plan sets the government’s priorities over the medium term, together with explicit targets and indicative
budgetary appropriations at the programme level. It is released during the first year of every administration and spans the entire
term of the administration.

Source: Adapted from 1977 Federal Court of Accounts’ Internal Rules (Resolution 14/1977), Arts. 85-86, 92; 1993 TCU
Internal Rules (TCU Resolution 15/1993), Arts. 181-182; 2002 TCU Internal Rules (TCU Resolution 155/2002), Arts. 228-229;
2012 TCU Internal Rules (TCU Resolution 240/2011), Art 228-229.
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28 - ASSESSMENT AND RECOMMENDATIONS

The audit report on the CPR is structured into nine chapters, including a concise one-
page chapter containing the TCU opinion. Many of the chapters roughly correspond to
one or two of the audit objectives discussed in previous paragraphs (Table 0.5).
In addition, there are dedicated chapters for a thematic topic selected by the TCU minister
responsible for the audit (i.e. the rapporteur) and the audit main findings. The thematic
topic is intended to shape discourse on public governance for the year. Recent thematic
topics have included government actions to support sustainable growth within Brazil’s
economy (audit of the FY 2011 CPR), the effectiveness of regulatory agencies in
protecting consumer rights (FY 2010) and agricultural priorities, actors, programmes and
resourcing (FY 2009). Chapter 8 (“Conclusions”) includes a synthesis of the main audit
findings from the various chapters of the audit report as well as the TCU qualifications
and recommendations. Qualifications relate to issues identified in the analysis of the
CPR. Recommendations are suggestions by the TCU to the federal executive to improve
its reporting and enhance performance.

Changes in the audit objective are also evidenced by the relative weight accorded to
different topics in the audit report and main findings, i.e. qualifications and
recommendations. The emphasis of audit reporting has shifted focus from thematic topics
(FY 2001-02) to compliance of budget execution with budgetary laws & regulations
(FY 2003-04 and FY 2009-11), the regularity of the BGU (since FY 2004) and
compliance and performance of government sectoral actions (FY 2006-09) (Figure 0.1).
Between FY 2001 and FY 2006 there was also an effort to reduce the size of the report,
though this trend has since been reversed with a renewed focus on the compliance and
performance of government sectoral actions.

The audit of the CPR is completed in a timely manner but legislative scrutiny is
subject to long delay

The TCU makes publicly available, including on the Internet, its audit of the CPR
within approximately 5 months of the end of the fiscal year — in line with Brazil’s
constitutional deadlines and international good practices (Figure 0.2). Brazil’s 1988
Constitution obligates the TCU to issue its audit opinion within 60 days of receiving the
CPR from the National Congress. The Constitution also specifies that the National
Congress must receive the CPR within 60 days of the start of the first legislative session
for the year. This session starts at the beginning of February each year. The Law on Fiscal
Responsibility requires that the TCU opinion on the CPR be fully disclosed, including
electronically. The OECD (2002) “Best Practices for Budget Transparency” states that
the external audit of the consolidated year-end government report be released within six
months of the end of the fiscal year and made publicly available, including free of charge,
on the Internet.

Legislative scrutiny of the CPR using the TCU audit opinion is, however, subject to
much delay, weakening government accountability and decision making. The role of
legislative scrutiny of the CPR and audit opinion is elevated in Brazil: the 1988
Constitution explicitly states that the TCU audit opinion should be “preliminary”, which
the TCU emphasises should be taken to mean that the National Congress has the
exclusive competence to issue the opinion on the CPR and to judge the performance of
the President of the Republic. The delay in legislative scrutiny is despite the National
Congress having a permanent committee — the Planning, Budget and Oversight Joint
Committee (CMO) — with responsibility and substantial powers to scrutinise the
performance and accountability of the President of the Republic. The CMO has taken, on
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ASSESSMENT AND RECOMMENDATIONS — 29

average, two-and-a-half years during the past decade to initiate its review of the CPR
after receiving the audit opinion (Figure 0.3).

Table 0.5. Link between the audit report on the FY 2011 Accounts of the President of the Republic
and the audit objectives as defined by the Brazilian Federal Court of Accounts’ Internal Rules

Chapter of the TCU
audit report

Link to the TCU audit
objective / scope

Chapter content

1. Introduction

2. Brazil's economic
performance

3. [Compliance of]
Budget execution
[with budgetary
laws & regulations]

4. [Compliance &
performance of]
Government
sectoral actions

5. [Regularity of the]
BGU

6. [Assessment of]
Thematic topic(s)

7. [Status of]
Recommendations
from previous audit
of CPR

8. Conclusions
9. [TCU] Audit opinion

n.a.

An assessment of the impact
of the federal budget &
financial administration on
Brazil's socio-economic
development

An assessment of whether
implementation of the
federal budget, & other
operations financed using
federal public resources,
have complied with
constitutional norms, laws &
regulations

&

An assessment of whether
the federal government
complied with the fiscal
rules established in the Law
on Fiscal Responsibility

An assessment of the
legitimacy, economy &
efficiency of programmes in
the Annual Budget Law &
the achievement of goals in
the Budget Directives Law &
Pluri-annual Plan

Assessment of the federal government's fiscal, monetary & credit policies,
including i) achievement of the federal government's inflation & employment
targets & i) compliance with the federal government’s public debt targets

Assessment of federal revenue collection & compliance with fiscal targets to
achieve a primary surplus

Assessment of tax expenditure including trends, the management of such
expenditure by government systems, & the impact of tax expenditure against
policy goals

Assessment of the collection of administrative fines, including collection
performance by public sector entities, the functioning of government systems to
monitor collection, & measures adopted to increase collection

Assessment of the volume, composition & collection of federal collectable debt

Assessment of implementation of the federal government's priority actions
defined in the Budget Directives Law

Assessment of government expenditure, by expenditure type & function of
government, & compliance with ceilings/limits defined in the Budget Directives
Law

Assessment of the federal executive’s compliance with the Law on Fiscal
Responsibility

Assessment of the evolution & compliance the investment budgets of state-
owned & mixed-capital enterprises financed by the federal government

Assessment of the financial & physical implementation of the Pluri-annual Plan
targets & the functioning of systems that support its monitoring & reporting

Assessment of financial & physical implementation of the Growth Acceleration
Programme & the functioning of systems that support its monitoring & reporting

Assessment of the financial & physical implementation of the Annual Budget
Law & compliance with constitutional expenditure targets for health, education &
irrigation

An assessment of whether the BGU adequately represent its financial, budgetary, accounting & asset positions

as of 31 December

n.a.

n.a.

Discussion of one or more special topic(s) selected by the TCU minister
responsible for the audit of CPR (i.e. the rapporteur)

Assessment of the implementation of the TCU recommendations from the
previous audit of the CPR

Synthesis of the findings presented in Chapters 2 through 6, as well as TCU qualifications & recommendations

Synthesis of the findings presented in Chapters 3 & 5

Notes: BGU = Consolidated financial statements of the federal government; CPR = Accounts of the President of the Republic;
TCU = Federal Court of Accounts; n.a. = Not applicable.
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Figure 0.1. Brazilian Federal Court of Accounts’ audit report
on the Accounts of the President of the Republic

A. Page numbers, by report chapter, by audited fiscal year

B Introduction, opinion & conclusions

B Brazil's economic performance

O [Compliance of] Budget execution [with budgetary laws & regulations]
@ [Compliance & performance] of government sectoral actions

0O [Regularity of the] BGU

@ [Assessment of] Thematic topic(s)

O [Status of] Recommendations from previous audit of CPR

& Other

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

B. Number of qualifications and recommendations, by report chapter, by audited fiscal year

B Brazil's economic performance

O [Compliance of] Budget execution [with budgetary laws & regulations]
o [Compliance & performance] of government sectoral actions

O [Regularity of the] BGU

O [Assessment of] Thematic topic(s)

O [Status of] Recommendations from previous audit of CPR

i ; { I
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Notes: BGU = General Balance of the Union; CPR = Accounts of the President of the Republic; TCU = Federal
Court of Accounts; “Other” refers to material such as the table of contents, chapter cover pages, etc.
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Figure 0.2. Completion of the audit of the consolidated year-end government report
in Brazil and selected countries

Months after end of the audited fiscal year

Australia
Brazil
Canada
Chile
France
Germany
Mexico
Netherlands
Portugal
South Africa
Spain

United Kingdom
United States

24

Notes: n.a. = Not applicable.

Chile: No consolidated year-end government report.

Figure 0.3. Total time taken for scrutiny of Accounts of the President of the Republic within the National
Congress Planning, Budget and Oversight Joint Committee

Years after the end of the audited fiscal year

M CPR presented to National Congress @ TCU issues audit opinion on CPR
@ CMO (in National Congress) appoints rapporteur for CPR 0O CMO transmits draft legislative decree on CPR to Plenary

FY 2001

FY 2006 (minimum)

Average
FY 2001-2008

FY 2002 (maximum)

0 1 2 3 4 5 6 7 8 9

Notes: CMO = Planning, Budget and Oversight Joint Committee; CPR = Accounts of the President of the Republic;
TCU = Federal Court of Accounts; Average only for FY 2001-08, as process has not concluded for FY 2009, FY 2010 or
FY 2011.
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32  ASSESSMENT AND RECOMMENDATIONS

However, the National Congress’ deliberation does not conclude with CMO
deliberations. Once the CMO issues a draft legislative decree and report, the CPR must
formally be discussed and approved by both chambers of the National Congress
(i.e. the Chamber of Deputies and the Federal Senate). During the last decade, the
National Congress has only concluded deliberations on the FY 2001 CPR (Table 0.6).

The TCU could seek to understand the main barriers and constraints facing the
National Congress’ scrutiny of the CPR. The TCU considers its immediate work
completed upon publication of its audit opinion and audit report, until it begins to monitor
the government actions to address qualifications and implement recommendations.
Greater understanding of these constraints and barriers could assist the TCU in working
together with the National Congress to enhance public sector accountability and inform
decision making, linking ex post and ex ante budget oversight.

Table 0.6. Status of National Congress’ deliberations on the Accounts of the President of the Republic

Shading indicates status within the National Congress
(dark blue = completed; light blue = not concluded; white = not begun)

National Congress Planning,
Budget & Oversight Joint Federal Senate draft Chamber of Deputies draft National Congress
Committee draft Legislative Legislative Decree (PDS) Legislative Decree (PDC) Legislative Decree

Audited
fiscal
year

Parecer 82/2003-CN PDS 775/2002 PDC 2 662/2002 Decree 447/2002

2002 Parecer 46/2010-CN PDC 40/2011 Yet to commence
2003 Parecer 3/2007-CN PDS 77/2007 Yet to commence
2004 Parecer 1/2009-CN PDS 60/2009 Yet to commence
2005 Parecer 47/2010-CN PDS 91/2011 Yet to commence
2006 Parecer 2/2009-CN PDC 1 376/2009 Yet to commence
2007 Parecer 12/2011-CN PDS 189/2011 Yet to commence
2008 Parecer 48/2010-CN PDC 42/2011 Yet to commence
2009 Yet to commence Yet to commence Yet to commence

Yet to commence Yet to commence Yet to commence

Yet to commence Yet to commence Yet to commence

Note: Data correct as of November 2012.

Box 0.2. The Brazilian National Congress Planning, Budget and Oversight Joint Committee

Brazil's National Congress is a comprised of the Federal Senate and the Chamber of Deputies. The Federal
Senate is composed of 81 representatives from the 26 states and the Federal District, elected in single-seat
constituencies. Federal senators are popularly elected for an eight-year term, with elections staggered so that
two-thirds and one-third are elected alternatively every four years. The Chamber of Deputies is composed of
513 deputies popularly elected to 4-year terms by proportional representation.

The Planning, Budget and Oversight Joint Committee is responsible for examining the Accounts of the
President of the Republic (CPR) and the TCU audit opinion. It delegates technical discussions on the CPR and
the TCU audit opinion to a Subcommittee for Evaluation, Oversight and Control. This subcommittee is one of
four permanent committees under the Planning, Budget and Oversight Joint Committee; the others focus on
revenue estimates, budget amendments and irregularities in public works.

The evaluation of the CPR by the Subcommittee for Evaluation, Oversight and Control must be approved by
the majority of its respective members before a vote by the members of the Planning, Budget and Oversight Joint
Committee and subsequently the plenary of the National Congress.
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Box 0.2. The Brazilian National Congress Planning, Budget and Oversight Joint Committee
(cont.)

The Planning, Budget and Oversight Joint Committee has substantial powers of summons, as defined under
the 1988 Constitution. It may summon federal ministers, political appointees or citizens, as well as federal public
entities, to submit any documents and information concerning their respective programmes and financial plans.
It may also request the TCU to conduct control and oversight processes and to share other information
concerning the accountability of financial, budgetary and operational systems.

Legal basis, composition and leaderships of the legislative budget oversight committee,
in Brazil and selected countries
Country Name Referring Size Pa_rty _ Chair Committee
chamber (quorum)  proportionality term
Australia Jomlt Committee of Public Accounts & Joint 16 Yes .Opposmon/ 3 years
Audit independent
Planning, Budget & Oversight Joint . .
. Committee, within which Joint 40 ves Ruling party 1 year
Brazil . )
- Subcommittee for Evaluation, Joint 10 Yes Ruling part 1 vear
Oversight & Control g party Y

Canada Public Accounts Committee Lower 17 Yes Opposition 5 years

Chile Budget Joint Committee Joint 26 Yes  Voted 1 year
Finance Committee, within which Lower 73 (37) Yes Opposition 1 year

e - Mission of Evaluation & Control Lower 16 Yes g p_a_rty 1 year

& Opposition

Appropriations Committee, within ”

Germany which Lower 41(21) Yes Opposition 4 years
- Subcommittee on Public Accounts Lower 15 Yes Opposition 4 years

Mexico Federa_l Superior Audit Oversight Lower 30 Yes Opposition 4 years
Committee

Netherlands Public Expenditure Committee Lower 23 (none) Yes in\tieor;eadlly 4 years

Portugal Budget Committee Lower 21 (11) Yes Opposition 4 years

South Africa itandmg Committee on Public Lower 16 Yes Opposition 5 years

ccounts
. Joint Committee for the Relationship . .

Spain with the Court of Accounts Joint 43 Yes Ruling party 4 years

United . . .

Kingdom Public Accounts Committee Lower 16 (4) Yes Opposition 5 years

United States

Aligning the audit opinion with international standards can better guide
audiences’ understanding of its meaning for integrity in government reporting

An audit opinion is normally in a standard format, which obviates having to state at
length the findings of all audit tests, but nonetheless conveys a message in a generally
understandable context. The TCU opinion on the CPR could be more closely aligned with
the elements defined in International Standards of Supreme Audit Institutions (ISSAI)
400: “Reporting Standards in Government Auditing” (INTOSAI, 2001b) and that are
included in the opinions of other SAls (Table 0.9).
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The audit opinion could clearly identify the subject matter to which it refers, i.e. the
title of the document to which the opinion relates. The audit opinion does not mention the
precise title of the CPR as it is presented to the National Congress by the President of the
Republic — e.g. the CPR for Fiscal Year 20XX; it makes reference to the “Accounts of the
Federal Executive” (Contas do Poder Executivo) and the constitutional basis for the CPR.
The TCU opinion also states that it based on analysis of the BGU and the report by the
central authority for Internal Control of the Federal Public Administration (i.e. the CGU),
but does not explain the relationship of these documents to the CPR; they in fact
constitute the CPR. Clear identification of the subject matter is particularly significant, as
the TCU opinion on the CPR is not characterised by “completeness” — i.e. it is not
published and bound together with the document to which it relates.

Moreover, the TCU could explicitly and unambiguously report its audit opinion in a
format that is consistent with its audits of other accounts. The opinion on the CPR has
been “approved, with qualifications” for the last decade, but this format does not conform

"n on

to the format of audits of other accounts that may be judged as "regular", "regular with
qualifications", "irregular”" or "unsettleable". The TCU explains that the different format
of the audit opinion on the CPR reflects the broadened scope of this audit. However,
an audit opinion need not be limited simply to the attestation of financial accountability.
Constitutional or statutory obligations may require the SAI to report specifically on the
execution of budgetary laws, reconciling budgetary estimates and authorisation with the
results set out in the financial statements (INTOSAIL 2001b). If deemed necessary,
multiple audit opinions could be issued addressing individually: i) budget compliance
with constitutional norms, laws and regulations; ii) regularity of the BGU;
iii) the functioning of key internal control systems; iv) compliance with fiscal ceilings
established in the Law on Fiscal Responsibility. The TCU may wish to include an opinion
on the reliability of non-financial information reported in the CPR, in line with emerging
good SAI practice.

In parallel with this peer review, the TCU began steps to enhance its financial audit
capabilities in line with INTOSAI Financial Audit Guidelines (ISSAI 1 000-2 999) and
international good practices. This is expected to support improvements in form, content
and format audit opinion over time. This could be complemented with a review of TCU
compliance audit capabilities with ISSAI 4200: “INTOSAI Compliance Audit
Guidelines related to the Audit of Financial Statements” (INTOSAI, 2010b). This is
particularly relevant for the TCU as the audit of the CPR includes an assessment of
compliance with various budgetary laws, as previously highlighted in Table 0.4.

Framing audit main findings can better guide audiences’ understanding of
their significance for government accountability and performance

Together with the audit opinion, qualifications and recommendations constitute the
main findings of the audit of the CPR. As noted in the preceding section, qualifications
relate to material weaknesses identified by the TCU in its audit of the CPR.
Recommendations are suggestions by the TCU to public administrators in order to
improve processes and enhance performance. The TCU qualifications and
recommendations presented in the Conclusions of the audit report on the CPR tend to be
technical and presented in an abstract manner. The TCU does not explain why
qualifications matter in relation to the audit objectives and scope, or how addressing the
qualifications and implementing recommendations will contribute to a “cleaner” audit
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opinion and enhanced government accountability and performance. Explaining clearly the
significance of qualifications and/or the rationale for implementing recommendations can
empower audiences of the audit report to hold the government to account.

Strengthening the link between the audit report and main findings can better
focus attention on how the judgement and findings were reached

The link between TCU audit report and the main findings (i.e. audit opinion,
qualifications and recommendations) on the CPR is relatively weak. This link increased
for the audits of the FY 2004, FY 2005 and FY 2006 CPR, when the TCU proactively
sought to reduce the size of its audit report, but has since declined (Figure 0.4). This weak
link between the audit report and main findings raises concern that audit evidence may be
crowded out by other information or, worse, that this information could blur the objective
and focus of the audit reporting. The TCU practice departs from ISSAI 400: “Reporting
Standards in Government Auditing” which notes that the audit report should “[set] out the
findings in an appropriate form; its content should be easy to understand and free from
vagueness or ambiguity, include only information which is supported by competent and
relevant audit evidence, and be independent, objective, fair and constructive”
(INTOSAI 2001b, Para. 7a; emphasis in italics). Moreover, it is good practice for
regularity audits to be accompanied by a report on the audit tests conducted, including a
statement of “positive assurance” on those items tested for compliance and “negative
assurance” on those items not tested; for performance audits, the report should include all
significant instances of non-compliance that are pertinent to the audit objectives
(INTOSAI 2001b).

Figure 0.4. Link between the Brazilian Federal Court of Accounts’ audit report and main findings
on the Accounts of the President of the Republic

Share of total report content linked to qualifications and recommendations

@ Notrelated to audit opinon @ Related to audit opinion
60%
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Notes:
Related to audit opinion - i.e. Chapters 3 ([Compliance of] Budget execution [with budgetary laws & regulations]) & 5
([Regularity of the] BGU);

Not related to audit opinion: i.e. Chapters 2 (Brazil's economic performance), 4 ({[Compliance & performance of]
Government sectoral actions) & 6 ([Assessment] of Thematic topic(s)).
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As aresult of discussions linked to this peer review, the TCU has already taken action
to address this observation. For example, Chapter 5 of the audit report on the FY 2011
CPR was significantly reconfigured to provide only information that substantiates its
qualifications and recommendations on the BGU. This is not the case for the other
chapters, which tend to provide only an independent narrative of budget execution and
performance. In addition, the qualifications and recommendations in the audit report
included, for the first time, explicit reference to the relevant chapter and section the
evidence was contained.

The TCU could further address this concern by questioning the role for the audit
report to provide a narrative of government performance and questioning the role of the
audit report to promote visibility of its other control and oversight processes. That weak
link may reflect past concern over the reliability and effective transparency of the CPR
and challenges facing TCU external communications. The audit report appears as a
parallel narrative of the federal executive’s performance over the last fiscal year, rather
than a focusing on significant concerns over content contained in the CPR or key
challenges and risks to government performance and accountability. It may also reflect an
overemphasis by the TCU on providing independent information and leveraging the audit
report on the CPR as an instrument of communication. The underlying factors that may
have given rise to this situation are arguably less relevant today (Table 0.8).

Assessing whether releasing the content of audit reporting at different moments
of the accountability and decision-making processes can enhance impact

As noted in the preceding section, the TCU issues its audit report in a timely manner
in line with constitutional deadlines and international good practice. The TCU does not,
however, give explicit consideration to the content of its audit report and the timing of the
federal government’s accountability and decision-making processes. For example, audit
report contains an analysis of government debt, the primary surplus and compliance with
targets set in the Law on Fiscal Responsibility. This analysis can shape congressional
deliberations on the macro-fiscal framework for the annual budget, specifically the
Budget Directives Bill. This Budget Directives Bill is characterised as Brazil’s pre-budget
document (Blondal, Goretti and Kristensen, 2003). The OECD (2002) considers that the
pre-budget document should explicitly state the government’s long-term economic and
fiscal policy objectives and medium-term policy intentions for the forthcoming budget
and, at a minimum, the following two fiscal years. However, because the analysis is
included in the audit report, it is received relatively late into the discussion of the Budget
Directives Bill — reducing the possible impact of the TCU analysis to inform government
decision making (Figure 0.5).

The TCU could take concrete actions to understand when the information currently
contained in its report accompanying the audit opinion could be most useful with respect
to scrutiny of last, and the formulation of future, annual budgetary laws within the federal
executive and the National Congress. Moreover, specific attention could be given to
whom this information is useful. The TCU could direct attention not only at the CMO
(introduced in the preceding section), but also sectoral committees within the National
Congress. Within the federal executive attention could be given to the Office of the
President of the Republic and the Federal Ministry of Planning, Budget and Management,
Federal Ministry of Finance, Office of the Comptroller General of the Union and/or
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federal ministries. Finally, the TCU could take concrete action to understand the level at

which

information
i.e. whole-of-government,

is useful for the
of government

function

these
and/or

needs of

different
ministry  portfolio.

audiences,

An alternative would be to develop various more focused reports and to release them for
specific accountability and decision making processes.

Table 0.8. Factors contributing to the current state of the audit report
on the Accounts of the President of the Republic

Previous challenges

Hypothesised impact
on audit reporting on CPR

Situation today

Expected situation in the future

External to the TCU: Concern over federal government reporting

Systemic weaknesses over the
Internal Control System of the
Federal Public Administration,
including concern over the
independence of internal audit

CPR voluminous & indigestible -
5000 pages, 6 volumes -
undermining effective
transparency in financial
reporting

TCU sought to provide a
parallel narrative to the CPR
in its audit of this report, in
order to provide independent
information to National
Congress & the general
public

TCU sought to make
information contained in the
CPR more digestible for the
National Congress & the
general public

Internal audit function
centralised within CGU;
attention focused on introducing
a risk-based approach & use of
new techniques; however,
internal control still remit of
internal auditors, not managers

CPR has been condensed with
the objective of making
information more transparent
(1300 pages, 1 volume)

More risk-based approach to
internal control within the
federal public administration,
providing more reliable
information in the CPR

Federal executive to improve
usability of CPR, reflecting
commitments to international
agreements (e.g. Open
Government Partnership, Global
Initiative on Fiscal
Transparency)

Internal within the TCU: Promoting the visibility of control and oversight processes

Limited interaction between TCU
& National Congress (&
committees) — focused only on
year-end report & quarterly
activity reporting, as outlined in
the Organic Law on the TCU

TCU communications function
focused narrowly on publishing
information on its decisions &
reports, preparing TCU ministers
on media engagement, &
strengthening internal
communications

Limited availability of TCU
instruments to provide a
whole-of-government level, with
most activities focusing at a
micro-level, not permitting the
elevation of cross-cutting issues
& risks within the public
administration

TCU sought to use year-end
report to raise awareness of
the findings of its main control
& oversight activities
conducted during the
previous reporting period

Growing interaction between
the TCU & the National
Congress (& its committees)
with a revised mandate of the
TCU Congressional Advisory
Service since 2008 & a policy of
proactive engagement with the
National Congress

Improved reporting to the media
& other external stakeholders,
with a revised mandate for the
TCU Secretariat of Social
Communications & a policy of
proactive communication

TCU has begun to publish
thematic reports presenting
main challenges & risks facing
the federal government,
aggregating main findings &
recommendations (e.g. public
works, 2014 World Cup, 2016
Olympics)

Continuation of situation today

Development of a TCU
institutional & product-specific
communications strategy,
drawing on an understanding of
the needs of specific audiences
& targeted communications
research

More systematic publication of
thematic reports presenting
main challenges & risks facing
the federal government,
aggregating main findings &
recommendations for all
government sectors/ functions

Notes: CGU = Office of the Comptroller General of the Union; CPR = Accounts of the President of the Republic;
TCU = Federal Court of Accounts.
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Figure 0.5. Link between TCU audit reporting on Accounts of the President of the Republic
and federal government budget decision making

Example of Chapter 2 of TCU audit report and the formulation of the macro-fiscal framework for the annual budget

Federal executive presentsits Budget TCU tables auditon Accounts of the
DirectivesBill (i.e. pre-budgetstatement) Presidentofthe Republic
v v
March April May | June | July
I T i T T
4 4
National Congress begins discussion on National Congress votes on Budget
BudgetDirectives Bill Directives Bill

Source: Adapted from Blondal, J.R., C. Goretti and J.K. Kristensen (2003), “Budgeting in Brazil”, OECD Journal on
Budgeting, Vol. 3, No. 1, pp. 97-131, doi: 10.1787/budget-v3-1-en

Developing further the audit matrix can support the collection of more
competent, relevant and reasonable evidence to support the main findings

The TCU introduced the use of an audit matrix as a tool to support audit planning and
the definition of information needs for its audit of the FY 2011 CPR. Although the TCU
has experience using audit matrices as a tool for planning its compliance and performance
audit activities, this was the first time one was applied to the audit of the CPR.
Previously, planning of the audit of the CPR had only involved a production plan to
support the timely production of the audit report. The production plan captured
information such as page limits, deadlines and responsibilities for drafting and review of
the different chapters, sections and subsections of the audit report. While the production
plan has helped to deliver the audit on time and in line with the priorities and guidelines
of the audit, it does not provide a strategy for the audit work. The recently introduced
audit matrix for the audit of the CPR secks to identify the questions that need to be
answered and what this will be able to establish, as well as what information is required
and the source of this information. However, in comparison, the audit matrix for TCU
compliance and performance audit activities also identifies what procedures will be used
to address the respective audit questions, the object of analysis as well as possible
findings, as well as resourcing issues (e.g. internal responsibility and timing).

Additional information could be incorporated into the audit matrix to support the
formulation of a more effective audit strategy for the CPR and help the TCU to align its
practices with ISSAI 300: “Field Standards in Government Auditing”. This standard
emphasises that audit findings should be supported by competent, relevant and reasonable
evidence regarding the subject matter under audit. Supporting materials should be
sufficiently complete and detailed to enable audiences to ascertain what work was
performed to support the audit findings (INTOSAI, 2001c). The current matrix for the
audit of the CPR could be augmented to explicitly link the audit questions with the audit
objectives defined in the TCU internal rules (previously presented in Table 0.4).
The matrix could explicitly link between its audit questions and audit objectives for the
CPR, as defined in the TCU Internal Rules. The matrix could also include information on
the subject matter and audit criteria to structure the collection of competent, relevant and
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reasonable audit evidence supporting the auditor’s judgement and main findings.
Augmenting the matrix with information on qualifications from the audit of the previous
years’ CPRs and other deficiencies in internal control can also help to determine the
scope of the audit work.

Drawing more systematically on internal TCU knowledge of deficiencies in
internal control and reporting can support more effective and efficient audit work

The TCU has engaged more of its secretariats of external control (i.e. audit units) in
the audit of the CPR since FY 2009 to enhance quality of this audit. This engagement has
sought to leverage their knowledge about government entities and programmes as input
into audit reporting. However, this engagement is limited to the drafting of the audit
report rather than audit planning. Rather than focusing on the number of secretariats of
external control involved in the audit of the CPR, the TCU could focus on how it sourced
information from its other control and oversight processes as input into the audit of the
CPR. At present the audit of the CPR draws largely on the work initiated specifically for
the thematic topic selected by the rapporteur of the audit or the routine activities of the
Secretariat of Government Macro-Evaluation (Semag): the secretariat that co-ordinates
the audit of the CPR. In particular, Semag assesses compliance of budget execution with
appropriations set in the Annual Budget and Budget Directives Laws during the fiscal
year, based on semester reporting on budget realisation. Semag also assesses the
government’s compliance with fiscal ceilings established in the Law on Fiscal
Responsibility, based on the fiscal monitoring reports prepared by each branch of
government within 30 days after the end of every 4-month period.

The TCU could take action to better leverage knowledge generated from its other
control and oversight processes to support the audit of the CPR. For example, the TCU
could utilise audits of the accounts of individual public officials (i.e. individual reporting
entities) to identify more systematic risks affecting the regularity of CPR reporting and
government performance reported in the CPR. There is currently no connection between
the work of the audits of the CPR and the accounts of individual public officials. Whereas
the audit of the CPR must be completed within 5 months following the end of the fiscal
year, the Organic Law on the TCU stipulates that the external audit of year-end reports of
accountable officials must be completed within 24 months following the end of the fiscal
year. In practice, the TCU does not begin auditing even the most materially significant of
the year-end reports of individual public officials until eight to nine months following the
end of the fiscal year. Nor do TCU officials see a link between the audits of the CPR and
entity re, as in the case of many other SAls (e.g. Australia, the Netherlands, Spain and the
United States, among others). Moreover, TCU could accelerate efforts to introduce a
common methodology to assess risks federal government entities and programmes.

Linking efforts to enhance audit capabilities with TCU human resource reforms
and periodically reviewing audit practices can support professional audit work

The TCU is taking steps to enhance its financial audit capabilities in line with
INTOSAI Financial Audit Guidelines (ISSAI1000-2999) and international good
practices to develop a strategy to strengthen financial audit capability. As part of this
work, the TCU is analysing gaps between its financial audit practices and INTOSAI
Financial Audit Guidelines. The next steps of the project include identifying gaps
between the actual TCU financial audit procedures and these international standards and
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good practices. The TCU training institute (/nstituto Serzedello Corréa) will also develop
a postgraduate programme in financial auditing, drawing upon the results of the technical
assistance as well as other experts on external control and oversight. The TCU analysis is
timely, as most of the standards in the INTOSAI Financial Audit Guidelines were only
published in the last few years: 10 in 2007 and the remaining 28 in 2010. The TCU could
also analyse gaps between the TCU compliance audit manual and ISSAI 4 200:
“INTOSAI Compliance Audit Guidelines related to the Audit of Financial Statements”,
as audit of the CPR includes an assessment of compliance with various budgetary laws
(INTOSAI 2010b).

It is imperative that actions to strengthen financial audit capabilities are aligned with
the implementation of the TCU competency framework, to ensure synergies with — and to
support implementation of — human resource management reforms. Efforts to modernise
human resource management practices and develop the competencies of officials are key
elements of the 2011-15 TCU Strategic Plan. Competency management was introduced
into the TCU in 2006 with the aim of stimulating the development of a workforce of
capable and motivated professionals, and enhancing TCU effectiveness. The TCU could
consider putting in place mechanisms to assure that subsequent updates to the INTOSAI
Financial Audit Guidelines are reflected in its guidelines and audit procedures in a timely
manner. The INTOSAI Financial Audit Subcommittee will begin a review of two
standards from the INTOSAI Financial Auditing Guidelines in 2012, with a further 36
scheduled to be revised after 2013. The INTOSAI Compliance Audit Subcommittee will
begin to review ISSAI 4 200 after 2016. Ensuring TCU standards remain up to date could
be achieved by a peer review of the TCU financial audit methodology in five years’ time,
and involve a number of SAIls represented on the INTOSAI Subcommittees on Financial
Audit and Compliance Audit.

Using improvements in the audit strategy can focus attention on enhancing
government reporting, and not only audit reporting

As noted in the preceding section, the Organic Law on the TCU states that the CPR
should comprise two elements: i) the BGU; and ii) a report by the central authority of the
Internal Control System of the Federal Public Administration. The General Norms for the
Preparation and Control of the Budget and Financial Statements define the content of the
BGU, with the Federal Ministry of Finance regulating the accounting basis for the
statements. The Organic Law on the TCU gives the Brazil’s SAI authority to define the
content of the report by the central authority of the Internal Control System of the Federal
Public Administration, which it does through the annual instruction (aviso).
This instruction is sent to the CGU in October-November of each year. This instruction
often requires the federal executive to furnish additional information in the CPR.

This instruction could be used to require the federal executive to make explicit
assertions — or statements of compliance — regarding the information contained in the
CPR and be audited as part of the tests supporting the TCU audit objectives. Moreover, it
could also be used to focus the attention of the federal executive to enhance the
qualitative characteristics of reported information and not just the display of core
information and disclosure of supporting information as currently is the case. Qualitative
dimensions include inter alia the relevance, intelligibility, verifiability and comparability
of the information presented by the federal executive. To ensure that actions to positively
shape the CPR are aligned with the needs of the report’s primary audiences, the TCU
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could take specific action to understand challenges and barriers facing its use.
The independence and objectivity of the TCU make it a meaningful vehicle to moderate
and balance the views of the National Congress. In seeking to understand challenges and
barriers facing the use of the CPR, the TCU may consider co-ordinating and co-operating
with the CGU and the Secretariat of the National Treasury to enhance the CPR. Those
two bodies are, as noted previously, responsible for the preparation of the CPR.
In engaging with the CGU and the Secretariat of the National Treasury, the TCU may
reflect on the existing international guidelines on “Co-ordination and Co-operation
between SAls and Internal Auditors in the Public Sector” to effectively manage any risks
that could arise (INTOSALI 2010c).

Developing an explicit co-ordinated audit communication strategy based on an
understanding of target audiences can raise awareness and use of main findings

The TCU has taken a number of actions to improve communications of its audit
findings on the CPR — and its control and oversight processes more generally — during the
last decade. Actions specific to the audit findings on the CPR include introducing an
executive summary on the audit report, a dedicated webpage for the audit opinion and
audit report, and media friendly “synthesis sheets”. Specifically for the audit of the
FY 2011 CPR, the TCU hosted a seminar with stakeholders from the federal executive,
launched a journalism award, and hosted a series of activities with major Brazilian
universities. Communication of the audit findings on the CPR have also benefited from
TCU actions to strengthen its institutional communications system. The responsibilities
and resourcing of TCU units interacting with the National Congress and the media have
been increased, with a direct impact on the communication of TCU control and oversight
processes. These actions are consistent with ISSAI 20: “Principles of Transparency and
Accountability”. Principles 7 and 8 of this standard encourage SAls to communicate
publicly on the results of their audits findings in a timely fashion through the media,
Internet and other means (INTOSALI 2009).

The TCU could better define its communication objectives, focusing on what it seeks
from primary, secondary and other audiences once they receive the main findings on the
CPR. Although the TCU has invested in broadening the audience for its audit of the CPR,
it has yet to articulate a clear communication objective for each target audience, nor a
prioritisation of these audiences. The current communication objectives for the audit of
the CPR are articulated very similarly to the desired results of the TCU strategic plan:
i.e. to have a positive impact on government transparency and accountability, to develop
public management and to enhance the institutional image of the TCU itself (TCU, 2011).
Moreover, the TCU defines the audience of its audit in general terms. The TCU could
focus on understanding categories of audiences within these broader groupings, their
knowledge and understanding of the audit, and how they use the audit main findings.
An explicit co-ordinated communication strategy could help the TCU to focus on these
issues as well as to allocate internal roles and responsibilities for communicating the main
audit findings and provide a sound basis for evaluating, and learning lessons from,
communication activities. Box 0.3 presents the generic content of a communication
strategy for the TCU audit of the CPR.

This role of an explicit co-ordinated communication strategy can also be considered
in conjunction with the long delay in legislative scrutiny of the CPR. The TCU does not
currently comprehend the main barriers and constraints facing the National Congress’
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scrutiny of the CPR. Greater understanding of these constraints and barriers could assist
the TCU in working together with the National Congress to enhance public sector
accountability and inform decision making, linking ex post and ex ante budget oversight.
Moreover, an explicit co-ordinated communication strategy can help to address the
current disconnect between the content of the audit report and the main audit findings, as
well as to frame these findings to guide audiences’ understanding of their significance.

Box 0.3. Generic content for a communication strategy for the Brazilian Federal Court
of Accounts’ audit of the Accounts of the President of the Republic

Introduction and overview

Introduction, outlining why a communication strategy is being developed, what it hopes to achieve and who
is responsible for the communication strategy.

Background, briefly stating the objectives and scope of the audit being communicated, providing sufficient
detail for someone who has no knowledge of the audit.

Rationale for the communication strategy, stating why a communication strategy is necessary and what the
target audience is expected to “do” as a consequence of receiving the communication messages. The
rationale should draw on lessons from past audits related to: i) target audiences; ii) communication
objectives; iii) communication activities; and iv) the impact of communication activities.

Objectives and messages

Audit objectives & scope, providing the overarching context necessary for understanding how the
communication strategy will support the desired audit outcomes.

Communication objectives: These should be clear and measurable so as to inform the development of an
appropriate communication strategy and serve as the basis for evaluating that strategy. Communication
objectives are distinct from communication tasks that are undertaken to achieve the objective; they may
include raising awareness, changing attitudes and changing behaviours.

Target audiences: The more thoroughly target audiences are understood, the greater is the likelihood of a
strategy succeeding. Broad descriptions such as “the legislature”, “the executive” and “citizens” are less
likely to result in a strategy that works. Target audiences may be grouped into the categories of primary
(those directly affected or that need to take action); secondary (those benefiting from the main findings
and/or perhaps influencing the primary audience); and other stakeholders (those having a general interest).
Attention may also be given to specific audiences, such as those who lack access to information through, for

example, low income, poor education, low literacy levels, disability or geographical isolation.

Messages and evaluation

Key messages, including details of audit findings (i.e. the audit opinion, qualifications, other key messages
and recommendations), as well as positive actions taken by the auditee since the last audit; and a clear “call
to action” outlining what the target audience should do as a result of receiving the messages. The key
messages should encapsulate the purpose of the communication activity in as few words as possible.
Attention should also be given to whether separate objectives and key messages exist for different target
audiences.

Proposed communications mix, outlining all of the proposed components of the communication strategy.
The mix should include a brief description of planned press releases, events, etc. Specific attention should
be accorded to instruments to target audiences with little or no access to information. The specific mix
should be guided by communications research on the target audiences and evaluation of past
communication strategies.
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Box 0.3. Generic content for a communication strategy for the Brazilian Federal Court
of Accounts’ audit of the Accounts of the President of the Republic (cont.)

®  Evaluation, which plays a crucial role in ensuring that communication activities are well directed and that
lessons can be learned. Evaluation also helps gather information necessary to meet accountability
requirements.

Management and resourcing

o Communication management, defining the roles and responsibilities of the members of the communications
team. This could include defining the roles of different divisions within the organisation, especially if these
different units are responsible for different stakeholders. It should be included on any internal approval
processes and who is ultimately responsible for approval.

e  Timeline, with start-to-finish coverage and any specific dates that need to be accommodated, such as
announcements and launches. Consideration should also be given to other significant events beyond the
scope of influence of the institution responsible for the communication strategy.

®  Budget, stating the amount of money and staff time available for implementing the communication strategy,
with specific amounts for each component of the strategy and what activities each includes. A share of
resources should be set aside for evaluation.

Using communication activities to focus on main findings can support audiences’
understanding of their significance for accountability and performance

The executive summary and synthesis sheets on the audit of the CPR appear to focus
on the TCU analysis contained in the audit report rather than the objectives, scope and
main findings. For example, the synthesis sheet on the audit of the FY 2011 CPR, titled
“Conclusions, Qualifications and Recommendations”, made reference to the fact that the
audit resulted in 25 qualifications, but did not list or discuss even one of them. The same
synthesis sheet noted that there were 40 recommendations for the audit of the CPR but
only listed 10 of them, and did not discuss any expected impact of their implementation.
The synthesis sheet on the audit of the FY 2011 CPR titled “Conclusions” did not make
reference to any qualifications or recommendations. Where the synthesis sheets do focus
on the audit qualifications and recommendations, most focus on those related to budget
execution and thematic topics rather than the BGU (Table 0.9).

Reporting systematically on executive’s actions to address qualifications, not
just to implement recommendations, can enhance accountability

The TCU only systematically includes information on the status of the audit
recommendations in the subsequent audit report on the CPR. The audit report has a
dedicated chapter "[Status of] Recommendations from the previous audit of the CPR".
The TCU treats past recommendations separately from current recommendations rather
than having a list of items in the audit report. Of the 100 TCU recommendations in the
audits of CPRs between FY 2006 and FY 2010, 43 were removed for being implemented;
35 were removed after being partially implemented; and 22 were removed without being
implemented at all (Table 0.10). Moreover, there is no reporting of the federal executive’s
actions to address qualifications identified in the audit on CPR. The TCU reports that it
does monitor actions by the federal executive to address qualifications and implement
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recommendations through routine control and oversight processes. However, this is not
subsequently reported in subsequent audit reports on the CPR, nor is information on this
reported through the dedicated TCU webpage for the audit of the CPR — a key instrument
for communication on the TCU audit of the CPR.

Table 0.9. Inclusion of qualifications and recommendations in the Brazilian Federal Court of Accounts’
synthesis sheets on the audit of the Accounts of the President of the Republic

2009 2010 2011
Synthesis sheet on Synthesis sheet on
Audited fiscal year conclusions, Full Synthesis sheet on Full conclusions, Full
qualifications & report conclusions report qualifications & report
recommendations recommendations
Qualifications 15 16 0 8 0 25
Recommendations, of which
linked to audit report chapter: 3 33 0 23 10 40
2. Brazil's economic 0 0 0 0 0 2
performance
3. [Compliance of] Budget
execution [with
budgetary laws & 7 ° 0 4 4 "
regulations]
4. [Compliance &
performance of] 2 2 0 0 0 0
Government sectoral
actions
5. [Regularity of the] BGU 3 19 0 16 0 13
6. [Assessment of]
Thematic topic(s) [ : 0 0 8 &
7. [Status of]
Recgmmendgtlons from 0 0 0 2 0 0
previous audit of the
CPR

Notes:

BGU = General Balance of the Union; CPR = Accounts of the President of the Republic. The FY 2010 synthesis sheet referred
only to “conclusions”.

Table 0.10. Brazilian Federal Court of Accounts’ reporting on audit recommendations from previous
Accounts of the President of the Republic

Audited fiscal year
2006 2007 2008 2009 2010

Recommendations considered implemented & removed/being implemented &

6 10 10 6 1
removed
Recommendations being partially implemented & removed 9 6 8 7 5
Recommendations not considered implemented & carried forward 19 10 6 14 0
Recommendations not considered implemented & removed 3 3 4 6 6

Assessing impact more broadly can demonstrate the audit on public governance
and support improved audit reporting and communication

The TCU does not have any specific systems and indicators to measure the impact of
its communication activities related to the audit of the CPR or the impact of the audit
more generally. In addition to reporting the federal executive’s actions to respond to the
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main findings the TCU can: i) survey the National Congress’ awareness, understanding
and use of the main findings; and /i) assess media coverage of the main findings.
Figure 0.6 illustrates the channels through which the TCU audit main findings could have
an impact. This figure serves for illustrative purposes and the TCU could focus on
understanding categories of audiences within these broader groupings and their preferred
communications mix to receive information on the main findings.

Figure 0.6. Possible impact of the Brazilian Federal Court of Accounts’
audit of the Accounts of the President of the Republic

Key: — Directimpact

——-Indirect impact Federal executive takes actions to

/ address qualifications & implement
recommendations
TCU main findings (i.e. audit opinion, Qo{‘ &
qualifications & recommendations) on NSy
the Accounts of the President of the < %;z?b o°$ &§b% ?
. X NG
Republi ,'@é\ Q\é}\ 'c}% @“’Q National Congress holds federal =
.@Q\ &&Q @"9 & \ executive to account by monitoring actions ___i
@b\c}’ Q}Q‘Z’ Qc,é‘% to address qualifications & implement i
&Q?QQ\Q Q\‘Q\ Qéz’ recommendations |
,\Q) )\Q’ /\Q’ :
Y |
Citizens’ demand I :
(1) Federalexecutive to improve reliability of | |
reporting & address main audit findings, | j
(2) National Congress to monitor federal T |
executive’s actions to address qualifications | :
&implement recommendations : |
f | I
Media supports awareness & : | :
understanding of TCU main findings on the | l |
Accounts of the President of the Republic =t —=—=——=—=———=———=o———————————— 4

by citizens, the National Congress &
federal executive

Periodically survey members of the National Congress' awareness and understanding
of the CPR audit, its objectives and the clarity of main audit findings could support
understanding of its constitutional function as an auxiliary body to the legislature. SAIs in
a number of OECD countries survey members of the legislature as input into evaluating
their audit impact — the Australian National Audit Office provides an example (Box 0.4).
In doing so, the TCU should use good-practice methodologies to ensure quality survey
results; seek to understand the factors that underlie the results; and be conscious of and
understand the limitations of perception surveys (OECD, 2012). The TCU could also
more systematically monitor and report internally on discussions related to the audit of
the CPR in the National Congress. Discussions with a number of TCU officials indicated
confusion even over the process that the National Congress follows to judge the CPR
using the TCU audit opinion and audit report.

Evaluating the media coverage on the audit of the CPR, and how the coverage reflect
the content and tone of the TCU press release and audit reporting more generally, can
support learning and revision of the TCU communication strategy. At present, the TCU
does not systematically survey and report internally on media coverage related to the
audit findings of the CPR. The TCU Secretariat for Communications (Secom) contracts a
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third party to perform both qualitative and quantitative analysis of media coverage of its
audit processes, determining: i) the number of print and Internet news media and articles
published about TCU control and oversight processes in general; ii) which TCU audit
processes are of most interest to these print and Internet news media; and ii) which TCU
audit processes are explored in most depth by these print and Internet news outlets.
Secom currently only provides information on the number of news outlets and articles
published in relation to the TCU audit of the CPR.

Box 0.4. Australian National Audit Office Surveys of parliament committee members
and committee secretaries

The Australian National Audit Office (ANAQO) commissions periodic surveys to measure its performance in
meeting the needs of parliamentarians and to identify opportunities for improving its service to Parliament.
More specifically, the survey aims to:

e  obtain constructive feedback on the performance of the ANAO in meeting the needs and expectations
of members of parliament, the Joint Committee of Public Accounts and Audit, and other parliamentary
committees;

e  identify measures that could be implemented to enhance the ANAO relationship with Parliament; and

e  increase awareness within Parliament of the ANAO product range and services.

Particular attention accorded to the Joint Committee of Public Accounts and Audit, the primary point of
contact between the ANAO and Parliament. This committee’s main role is to hold government agencies
accountable for the lawful, efficient and effective use of public funds. The Joint Committee examines all ANAO
reports presented for discussion in Parliament. The ANAO has commissioned surveys in 2000, 2002, 2008 and
2011. Parliamentary committee secretaries were also included in the survey for the first time in 2008. These
secretaries are public servants who serve as the contact point for committee-related business.

All 226 parliamentarians (150 members of the House of Representatives and 76 senators) are invited to
participate in the survey. Completion of the survey is through a face-to-face interview with a senior research
consultant and a senior ANAO officer during one of the parliamentary sitting periods; a telephone interview with
a senior research consultant; or completion of a hard-copy questionnaire. All 34 committee secretaries are invited
to respond to the survey through a telephone interview with a senior research consultant.

Broadly, the 2011 survey found that ANAO officials were rated highly by parliamentarians and
parliamentary committee secretaries for their accessibility, responsiveness, and the extent to which advice or
information provided addressed their needs. Survey respondents also valued the work of the ANAO, with many
remarking that the ANAO played a vital role in keeping government agencies accountable. Moreover,
respondents considered that the ANAO produces high-quality products, is independent and nonpartisan, and has
integrity as an organisation.

The 2011 survey identified some areas where the ANAO could improve, and the ANAO has developed a
number of initiatives for 2012-13, including development of a communications plan to guide its engagement
with members of Parliament. The ANAO will also look to develop a more concise brochure to outline the
objectives and key findings of each performance audit. It is also considering other approaches to better express
the key themes and findings of an audit and to reduce the complexity in its reports, to the extent practical.

Source: ORIMA Research (Organisational Improvement and Market Research) (2009), “Australian National Audit Office,
2008 Parliamentary Survey”, Australian National Audit Office.
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Chapter 1

Consolidated year-end government reporting

This chapter provides an overview of consolidated year-end government reporting in
Brazil, benchmarking it against international standards and experiences in 12 countries.
The overview presents 1) the content, reporting boundaries and accounting basis of
Brazil’s consolidated year-end government report — the Accounts of the President of the
Republic (Contas do Presidente da Republica, or CPR); and ii) the general process for
the preparation, external audit and legislative scrutiny of the CPR. The analysis
contained in this chapter is framed by the OECD “Best Practices for Budget
Transparency”, International Standards of Supreme Audit Institutions “Lima Declaration
of Guidelines on Auditing Precepts” (ISSAI1) and “Mexico Declaration on the
Independence of Supreme Audit Institutions” (ISSAI 10), as well as the World Bank
Institute’s framework on public accounts committees.
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Introduction

This chapter provides an overview of consolidated year-end government reporting in
Brazil, benchmarking it against international standards and experiences in 12 countries.
The OECD (2002) “Best Practices for Budget Transparency” considers the timely
preparation of the consolidated year-end government report, its external audit by a
country’s supreme audit institution (SAI) and subsequent scrutiny by the legislature as
critical for accountability and informed decision making in government. The Best
Practices establish that the audited consolidated year-end government report by made
available, including free of charge on the Internet within 6 months following the end of
the fiscal year. The role of an SAI with respect to the consolidated year-end government
report is to provide independent assurance of the quality and integrity of reported
information. The role of the legislature is to hold the executive to account for its
management of public finances and the delivery of public policies, drawing upon the SAI
audit main findings.

The “Lima Declaration of Guidelines on Auditing Precepts” and “Mexico Declaration
on the Independence of Supreme Audit Institutions” emphasise that SAls can only
accomplish their tasks if they are independent of the entity that they audit
(i.e. “organisational independence”) and protected against outside influence by way of
functional and financial independence (INTOSAI, 1977; 2007). A number of factors
contribute to effective ex post budgetary oversight by legislatures, including clarity of
their role and responsibilities, broad powers of inquiry and follow up, frequent and open
working procedures with a bipartisan approach. The World Bank Institute’s framework
on public accounts committees provides a structure for analysing the legislature’s
structures and powers with respect to public financial management (Stapenhurst,
et al. 2005).

In providing an overview of the preparation, external audit and legislative scrutiny of
Brazil's consolidated year-end government report — the Accounts of the President of the
Republic (Contas do Presidente da Republica, or CPR) — this chapter addresses the
following questions:

e What are the content, reporting boundaries and accounting basis of the CPR, and its
relationship with other elements of the federal government’s financial reporting
framework?

e What is the general process and timing for the preparation, external audit and
legislative scrutiny of the CPR — and its timing vis-a-vis the OECD “Best Practices
for Budget Transparency”?

e Which entity within the federal executive is responsible for preparing the CPR and
what is its commitment for enhancing transparency in federal government financial
reporting?

e What are the features of Brazil’s SAI — the Federal Court of Accounts (7ribunal de
Contas da Unido, or TCU) — and its level of independence vis-a-vis the Lima and
Mexican Declarations?

e What structures and powers does Brazil’s National Congress have to scrutinise the
CPR and to hold the executive to account for the handling of public finances and the
effectiveness of decisions by the responsible authorities?
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The CPR is a core element of the federal government’s financial reporting framework
established by the 1988 Constitution of the Republic of Brazil and the 2000 Law on
Fiscal Transparency (Complementary Law 101/2000). The CPR is comprised of
i) the federal government’s consolidated financial statements— the General Balance of the
Union (Balan¢o Geral da Unido, or BGU) prepared by the Secretariat of the National
Treasury (Secretaria do Tesouro Nacional, or STN) — which includes social security
accounts, and ii) a report from the central authority of the Internal Control System of the
Federal Public Administration, i.e. the Office of the Comptroller General of the Union
(Controladoria-Geral da Unidao, or CGU). The CGU report provides a narrative of the
federal executive’s performance during the previous fiscal year and helps to contextualise
the content of the BGU.

The CPR does not, however, include an assessment of the functioning of the Internal
Control System of the Federal Public Administration, as its name may suggest.
The inclusion of such an assessment could augment the CPR and demonstrate the federal
executive's progress in enhancing the systems that deliver public policies financed and
controlled by the federal executive.

The preparation of the CPR by the CGU and the audit opinion of the TCU are
published, including on the Internet free of charge, within five months following the end
of the fiscal year. This is in line with Brazil's constitutional deadlines and international
good practice, such as the OECD “Best Practices for Budget Transparency”. Moreover,
international commitments to enhance fiscal transparency by Brazil’s federal executive —
and the CGU in particular — and the independence of the TCU provide a solid foundation
for improving the CPR. The CGU is a champion for open government both in Brazil and
internationally, as demonstrated by its leadership in initiatives such as the Open
Government Partnership and Global Initiative on Fiscal Transparency. The TCU has a
high level of independence from the federal executive and National Congress and is
committed to enhancing the value and benefit it provides to Brazilian citizens.

However, the National Congress only begins to scrutinise the CPR using the TCU
audit opinion, on average two-and-a-half years after receiving these materials. This is
despite the National Congress having a dedicated committee with substantial powers for
this function: the Planning, Budget and Oversight Joint Committee (Comissdo Mista de
Planos, Or¢camentos Publicos e Fiscalizagdo, or CMO). A key challenge facing the TCU
is that it does not understand the process or comprehend the main barriers and constraints
facing the National Congress’ scrutiny of the CPR. The TCU considers its work
completed upon the publishing of its audit opinion and accompanying audit report.
Comprehending the main barriers and constraints affecting legislature scrutiny of the
CPR using the TCU opinion is a critical step to enhance the relevance and impact of this
audit work.

Consolidated year-end government report

The 1988 Constitution of the Federative Republic of Brazil obliges the President of
the Republic to present the CPR to the National Congress, and for the TCU to issue an
opinion on the CPR within the five months of the end of the fiscal year. This deadline is
established based on separate deadlines for the presentation of the CPR by the federal
executive and the external audit by the TCU. The CPR must be submitted to the National
Congress within 60 days of the start of the first legislative session for the year, which is
always at the beginning of February. The TCU must in turn issue an opinion on the CPR
within 60 days of receiving it from the National Congress. The Constitution states that the
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TCU opinion is “preliminary” which the TCU articulates this as meaning that its opinion
is a technical judgement of the CPR and that the National Congress’ opinion is a political
judgement of the President of the Republic.

The Law on Fiscal Responsibility requires that the TCU audit opinion on the CPR be
fully disclosed, including electronically. Neither the Constitution nor the Law on Fiscal
Responsibility stipulates that there must be full disclosure of the National Congress’
opinion on the CPR.

General content, reporting boundaries and accounting basis

The general content of the CPR is defined by the Organic Law on the TCU (Law
8 443/1992), the General Norms for the Preparation and Control of the Budget and
Financial Statements (Law 4 320/1964) and an annual TCU instruction (aviso).
The Organic Law on the TCU stipulates that the CPR comprise two elements:
i) the BGU; and ii) a report by the central authority of the Internal Control System of the
Federal Public Administration. The General Norms for the Preparation and Control of the
Budget and Financial Statements defines the content of the BGU. The Organic Law on
the TCU gives Brazil’s SAI authority to define the content of the report by the central
authority of the Internal Control System of the Federal Public Administration, which it
does through the annual instruction.

Table 1.1 compares the reporting boundaries of the CPR that of comparable reports in
selected benchmark countries.

The BGU is comprised of four statements and prepared by the STN, the central
authority of the Financial Management System of the Federal Public Administration.
A statement of budget balance compares actual revenue and expenditure against the
levels appropriated in the Annual Budget Law (Lei Orcamento Anual). A statement of
financial position presents budgetary and non-budgetary revenue and expenditure from
the reporting period together with the cash balance from the previous period. A statement
of equity presents information on all government assets and liabilities. A statement of
changes in equity discloses the change in the equity arising from, or independent of,
budget execution during the reporting period. Under the current accounting basis, the
federal government reports revenue on a cash basis and expenditure on an accrual basis.

The BGU is currently reported on a modified cash basis but to be presented on a full
accrual basis from fiscal year (FY) 2014, to be based on International Public Sector
Accounting Standards (IPSAS). The adoption of full-accrual financial reporting will bring
the accounting basis for the BGU in line with that in Australia, Canada, Chile, France,
South Africa, Spain, the United Kingdom and the United States (Table 1.2).

Whereas the BGU covers all branches of the federal government, the report by the
central authority of the Internal Control System of the Federal Public Administration
(i.e. the CGU) is limited to the federal executive. Brazil’s Law on Fiscal Responsibility
established that the heads of other branches of the federal government present their
respective year-end reports and have these reports audited by the TCU in parallel with the
CPR — which happened for FY 2000 through FY 2006. However, this obligation was
suspended in 2007 by a decision of Brazil’s Federal Supreme Court (Supremo Tribunal
Federal). The decision found that the 1988 Constitution establishes that only the CPR —
and the performance of the President of the Republic — be judged by the National
Congress. The year-end reports of the heads of other branches of the federal government
are now judged only by the TCU."
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1. CONSOLIDATED YEAR-END GOVERNMENT REPORTING — 57

Table 1.2. Accounting basis for the consolidated year-end government report (financial statements)
in Brazil and selected countries

Full accrual basis Modified accrual basis Modified cash basis Full cash basis

Australia, Canada, Chile,
France, South Africa, Spain, - Brazil, Mexico
United Kingdom, United States

Germany, Netherlands,
Portugal

Notes:
- = No countries with modified accrual basis among benchmark countries.

Full accrual basis: Measures and reports the cost of goods and services consumed during the reporting period. This is often
called expense accounting. Reported assets are expanded to include physical assets such as land, buildings and equipment, and
also deferred costs. As with modified accrual accounting, all amounts due at the end of the period are reported as liabilities.
Revenue continues to reflect amounts that came due during the period.

Modified accrual basis: Recognises transactions or events when they occur regardless of when cash is paid out or received.
The focus is on measuring and reporting the cost of goods and services acquired during the reporting period. This is frequently
referred to as expenditure accounting. Revenue reflects amounts that came due during the period. Certain tax revenue may be
recognised in a manner that approximates this basis, because of the practical difficulties in determining the extent to which
such revenues are attributable to the reporting period. Reported assets include cash, claims to cash such as accounts receivable
and loans, investments and deferred expenditure. All amounts due at the end of the period are reported as liabilities, including
trade payables and accruals, borrowing on financial markets, employee pension liabilities and deferred revenue.

Modified cash basis: Extends the cash basis by recognising receipts and disbursements that pertain to, but that arise in a
specified period after, the reporting period. In addition to cash on hand at the beginning and end of the period, modified cash
accounting shows cash received and disbursed in the specified period as assets and liabilities, respectively. The specified period
for recognising receipts may differ from that used for disbursements, and sometimes only disbursements are so recognised.

Cash basis: Recognises transactions or events when cash is received or paid. Financial reports prepared on this basis would
show cash received and disbursed over a specified period and the balance of cash on hand at the beginning and end of the
period.

Mexico: Until FY 2011, the federal government of Mexico operated under the modified cash basis system. In accordance with
the General Governmental Accounting Law published in the Official Gazette on 31 December 2008, the federal government of
Mexico’s accounting basis has been on a full accrual basis system since FY 2012.

South Africa: Public entities report on full accrual basis and their consolidation is done on full accrual basis. In comparison,
state departments report on a modified cash basis and the consolidation of state department reports is done on this basis.

Source: Adapted from OECD (2009), “An Overview of Accrual Accounting and Budgeting Practices in Individual Countries”,
Working Party of Senior Budget Officials — 9th Annual OECD Public Sector Accruals Symposium, 2-3 March,
GOV/PGC/SBO(2009)3,

www.oecd.org/officialdocuments/displaydocumentpdf? cote=GOV/PGC/SBO(2009)3 &doclanguage=en.

The report by the central authority of the Internal Control System of the Federal
Public Administration does not provide an assessment of the functioning of internal
control, as may be suggested by the report’s name. Internal control is commonly
recognised as the set of means put in place to mitigate risks and to provide reasonable
assurance that public organisations: i) deliver quality services in an efficient manner, in
accordance with planned outcomes; ii) safeguard public resources against misconduct and
(active and passive) waste; iii) maintain, and disclose through timely reporting, reliable
financial and management information; and iv) comply with applicable legislation and
standards of conduct (INTOSAI 2004). The inclusion of an explicit statement by the
federal executive on the functioning of internal control could augment the CPR and
demonstrate progress in enhancing the systems that deliver public policies financed and
controlled by the federal executive.

Since FY 2006/2007, the federal executive has sought to redesign the CPR to make it
a more effective instrument for transparency. A key element of this redesign,
as articulated by the CGU and the STN, has been the delineation of the objective of the
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BGU and the report by the central authority of the Internal Control System of the Federal
Public Administration. The intention is to give each component of the CPR its own
identity, targeting different audiences. The BGU is intended to meet the financial
reporting obligations required by the General Norms for the Preparation and Control of
the Budget and Financial Statements. The report by the central authority of the Internal
Control System of the Federal Public Administration is intended to provide a narrative of
federal executive’s performance for the previous fiscal year, extracting the relevant
information relating to the federal executive from the BGU.

Link to the federal government financial reporting framework

As noted in the previous section, the CPR is a core element of the federal
government’s financial reporting framework defined in Brazil’s 1988 Constitution of the
Federative Republic of Brazil and Law on Fiscal Responsibility. This framework aims to
enhance the sustainability of public finances, improve cost-effective service delivery and
build fiscal legitimacy — a significant challenge in Brazil and in many Latin American
countries (OECD, 2008; 2009b) — through promoting fiscal transparency. The framework
has supported efforts to lock in long-term economic development, mitigate short-term
fiscal risks and respond to development challenges (OECD,2011; OECD &
ECLAC, 2012).

The federal government’s financial reporting framework also includes i) online
reporting of budget execution updated in real time; ii) summarised budget execution
reports released every two months; iii) fiscal management reports released every four
months; iv) year-end reports of accountable officials released four to six months
following the end of the fiscal year; and v)the national public sector balance
(i.e. the consolidated financial statement of the general government) released within six
months following the end of the fiscal year. All of these reports are available to the
public, including on the Internet free of charge. Only three elements of this financial
reporting framework, however, are audited by the TCU: the CPR, the year-end reports of
accountable officials and the fiscal management reports of each branch of the federal
government (Table 1.3).

The year-end reports of individual accountable officials are not the same of year-end
reports of individual public sector entities as exists in other countries (Table 1.4).
Accountable officials are defined as “public administrators and other individuals
responsible for public money, goods and assets within the direct and indirect federal
public administration”.” There are approximately 3 000 accountable officials in the
federal public administration, with many public sector entities having more than one

accountable official.

The preparation of the CPR is distinct from the preparation of the year-end reports of
accountable officials. The latter are not used by the federal executive as input for
preparing the CPR. Rather, the CPR is prepared by drawing data directly from the
management information systems of the federal public administration. Core among these
is the Federal Government Integrated Financial Administration System (Sistema
Integrado de Administragdo Financeira do Governo Federal, or SIAFI). Established
in 1987, SIAFI constitutes a single database of accounting and financial information
related to federal budget execution. All transactions — including allocation, commitment,
verification and payment — must be performed through SIAFI. Information from this and
other core management information systems is supplemented as necessary with
information from public sector entities.
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Table 1.3. Brazil’s federal government financial reporting framework

Reporting Descriotion and content Deadline for Responsibility for Available  Audited
instrument P publication production online by TCU
VEIEgEr ey Cash-based financial reporting of budget
Portal of the ! : .
) execution, by economic and n.a. (updated daily) CGU Yes No
Federal Public o .
L organisational categories
Administration
Cash-based financial reporting of budget Plannl'ng, Budget &
« " ! : . Oversight Joint
SIGA Brasil execution, by economic and n.a. (updated daily) Committee Yes No
organisational categories .
(National Congress)
Cash-based financial reporting of budget Chamber of
“Fiscalize” execution, by economic and n.a. (updated weekly) Deputies (National Yes No
organisational categories Congress)
Coverage of all expenditure, including
public debt and debt rescheduling, and
present expenditure for each _
Summarised administrative unit, although not for each Within 30 cglendar
! ) . days following the end
budget execution programme or action carried out by the STN Yes No
I ) ) of every 2-month
reports unit in question. The reports also provide :
. period
comparisons between year-to-date
expenditures and original estimates for
most categories.
Cash-based reporting on compliance with _
Fiscal limits set in the Law on Fiscal Uil calendar Head of each
G o . . days following the end
management Responsibility & information on corrective branch of the Yes Yes
Py of every 4-month
reports measures taken, or to be taken, if limits eriod federal government
are exceeded P
Approximately
Year-end reports Financial statement of the respective 3-6 months following
P accountable official & narrative of the end of the fiscal Accountable
of accountable . . o - Yes Yes
officials performance, in accordance with the year (report); within 2 officials
parameters defined by the TCU years after end of
fiscal year (TCU audit)
Approximately
3 months following the
Accounts of the BGU & report by the central authority of end of the fiscal year
President of the the Internal Control System of the (CPR); approximately ~ CGU & STN Yes Yes
Republic (CPR) Federal Public Administration 5 months following end
of the fiscal year (TCU
audit)
Consolidated financial statement of the 30 June (i.e. 6 months
National Public general government (i.e. BGU and following the end of STN Yes No

Sector Balance

comparable reports of state and
municipal governments)

fiscal year)

Notes:

BGU = General Balance of the Union; CGU = Office of the General Comptroller General of the Union; CPR = Accounts of the
President of the Republic; STN = Secretariat of the National Treasury; TCU = Federal Court of Accounts; n.a. = Not applicable.

On the income side, the Secretariat of Federal Revenue also publishes a monthly balance of revenue collection by source of
revenue that shows deviations compared to estimated figures.

Source: Adapted from 1998 Constitution of the Federative Republic of Brazil, Arts. 71.1 and 71.1I; Law on Fiscal Responsibility
(Complementary Law 101/2000), Arts. 54 and 55, Organic Law on the TCU (Law 8 443/1992), Art. 7, TCU Normative
Instruction 63/2010 regarding the Organisation, Presentation and Process for the Year-end Reports of Accountable Officials;
TCU Normative Decisions 107/2010 and 108/2010 regarding the Guidelines for the Year-end Reports of Accountable Officials
for FY 2010 and FY 2011, respectively.
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62 - 1. CONSOLIDATED YEAR-END GOVERNMENT REPORTING

The external audits of the CPR and the year-end reports of accountable officials are
also separate from one another. The TCU audit of the CPR is completed before the TCU
begins to audit the year-end reports of accountable officials. Whereas the audit of the
CPR must be completed within five months following the end of the fiscal year, the
Organic Law on the TCU stipulates that Brazil’s SAI audit of the year-end reports of
accountable officials be completed within 24 months following the end of the fiscal year.
The TCU does not, however, begin to audit even the most materially significant of these
reports until eight to nine months following the end of the fiscal year.

Moreover, the planning and implementation of the TCU audits of the CPR and the
year-end reports of accountable officials are separate from one another. This is different
from the selected benchmark countries involved in this peer review, where publication of
the audit of year-end reports of individual public sector entities takes place either together
with or before the consolidated year-end government report (Figure 1.1). In many cases
there is also a direct relationship between the audits of these two types of year-end reports
(see Chapter 3 of this peer review).

Figure 1.1. Completion of the audit of the consolidated year-end government and individual
public sector entity year-end reports in Brazil and selected countries

Months following the end of the fiscal year

Australia
Brazil
Canada
Chile

France
Germany
Mexico
Netherlands
Portugal
South Africa
Spain

United Kingdom
United States

Notes:
n.a. = Not applicable.

Brazil: The year-end reports of individual public officials are not at the level of individual public sector entities.
Accountable officials are defined as “public administrators and other individuals responsible for public money, goods
and assets within the direct and indirect federal public administration”.

Chile: No consolidated year-end government report or year-end reports of individual public sector entities.
France: No year-end reports of individual public sector entities.

Germany: No year-end reports of individual public sector entities.

Mexico: Data missing on year-end reports of individual public sector entities.

Portugal: Data missing on year-end reports of individual public sector entities.
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General process for preparation, external audit and legislative scrutiny

Preparation of the CPR begins during the last quarter of each fiscal year. As a first
step, the TCU issues an annual instruction to guide the CGU in preparing the CPR —
specifically the report by the central authority of the Internal Control System of Federal
Public Administration. The CGU proceeds to consolidate information from a number of
federal public sector entities: the Central Bank of Brazil, the Federal Ministry of Finance
(including STN), the Federal Ministry of Planning, Budget and Management, other
federal ministries and official development agencies. In recent years, the TCU has issued
its annual instructions in the middle of October rather than at the end of November or
early December, as it had in the past. This change has been accompanied by closer
co-ordination between the TCU and the CGU in order to develop the content of and
enhance the CPR. The CGU sends the CPR to the Office of the President of the Republic
(Casa Civil) for signature and transmission to the National Congress at the end of March
or the beginning of April. The procedure is completed either on the same day, or within
one working day of the Office of the President of the Republic receiving the CPR.

The National Congress receives the CPR from the Office of the President of the
Republic in line with the deadline established in the 1988 Constitution: 60 days after the
first legislative session for the year. During the last decade, however, the TCU has
received the CPR from the National Congress anywhere up to one month after it has been
transmitted by the Office of the President of the Republic to the National Congress,
as was the case for the FY 2001 and FY 2007 CPRs.

The TCU issues its opinion on the CPR at the end of May or beginning of June,
in line with its constitutional deadline of 60 days after receiving it from the National
Congress. TCU Internal Rules require that the draft audit opinion and a supporting report
be circulated internally within the TCU within 50 days of receiving the CPR from the
National Congress. The TCU Internal Rules also require the TCU to finalise its audit
opinion at least 72 hours before the audit opinion is presented to the National Congress.
The TCU opinion is published in the Official Gazette of the Federal Government of
Brazil (Diario Oficial da Unido), the Official Journal of the TCU (Didrio Oficial da
TCU), and on a TCU webpage dedicated to the audit of the CPR (see Chapter 4 of this
peer review). In addition, the CGU provides a link on the webpage where it publishes the
CPR to the dedicated TCU webpage for audit reporting.

The process whereby the TCU audits the CPR after it has been published and sent to
the National Congress by the President of the Republic began in 1934. Prior to that year
the TCU would issue its opinion before the CPR was sent to the National Congress by the
President of the Republic, and this opinion would be appended and published together
with the CPR.

National Congress scrutiny of the CPR using the TCU opinion is subject to much
delay. This is despite the National Congress having a permanent committee — the CMO —
with responsibility and substantial powers to scrutinise the performance and
accountability of the President of the Republic. These powers are discussed in the
subsequent section. During the last decade the CMO has deliberated on seven of ten CPR
reports; it has yet to conclude deliberations on the FY 2009, FY 2010 or FY 2011 CPR.
The CMO has taken on average two years and five months to appoint a rapporteur for its
review of the CPR after receiving the TCU opinion; periods have ranged from eight
calendar days for FY 2001 to six years and ten months for FY 2002. Subsequently the
CMO has taken on average seven months to finalise its review of the CPR — with periods
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ranging from three months for FY 2007 to one year and three months for FY 2001
(Figure 1.2).°

Figure 1.2. Total time taken for scrutiny of Accounts of the President of the Republic within the National
Congress Planning, Budget and Oversight Joint Committee

Years following the end of the audited fiscal year

BCPR presented to National Congress B TCU issues audit opinion on CPR
B CMO (in National Congress) appoints rapporteur for CPR O CMO transmits draft legislative decree on CPR to Plenary

FY 2001

FY 2006 (minimum)

Average
FY2001-2008

FY 2002 (maximum)

Notes:
Average only for FY 2001-08 as process has not concluded for FY 2009, 2010 or 2011.

CMO = Planning, Budget and Oversight Joint Committee; CPR = Accounts of the President of the Republic; FY = Fiscal
year; TCU = Federal Court of Accounts.

Annex 1.A1 presents underlying dates for figure.

The National Congress’ review of the CPR does not, however, conclude with
completion of the CMO task. During the last decade, the National Congress has only
concluded scrutiny of the FY 2001 CPR (Table 1.5). Once the CMO issues a draft
legislative decree and supporting report on the CPR, it must be discussed and approved
by both chambers of the National Congress (i.e. the Chamber of Deputies and the Federal
Senate).” The two chambers each appoint a separate rapporteur to review the CPR and the
draft legislative decree that has been prepared by the CMO. Review in both chambers is
carried out as an ordinary procedure; with a minimum of 40 sessions in one chamber,
followed by a minimum of 40 sessions in the other, for comment and discussion. If either
chamber does not approve the CMO report and draft legislative decree on the CPR, the
documents go back to the CMO for redrafting.

The TCU does not currently understand the process for nor comprehend the main
barriers and constraints affecting the National Congress’ scrutiny of the CPR. In the past
the TCU has considered its work completed upon the publishing of its opinion and
accompanying audit report. Understanding the process for and comprehending the main
barriers and constraints affecting legislature scrutiny of the CPR using the TCU opinion
is a critical step to enhance the relevance and impact of this audit work. This information
could help the TCU to assess whether it can better communicate its main findings and
improve the clarity of its audit reporting, as well as facilitate better working relations with
the National Congress — though, in the process, actions should be taken to safeguards
TCU independence.
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Table 1.5. Status of National Congress’ deliberations on the Accounts of the President of the Republic

Shading indicates status within the National Congress
Dark blue = completed; light blue = not concluded; white = not begun

National Congress Planning,

A#:éfld Budget & Oversight Joint Federal Senate draft Chamber of Deputies draft National Congress
car Committee draft Legislative Legislative Decree (PDS) Legislative Decree (PDC) Legislative Decree
y Decree (Paracer)

Parecer 82/2003-CN PDS 775/2002 PDC 2 662/2002 Legislative decree 447/2002
2002 Parecer 46/2010-CN PDC 40/2011 Yet to commence

2003 Parecer 3/2007-CN PDS 77/2007 Yet to commence
2004 Parecer 1/2009-CN PDS 60/2009 Yet to commence
2005 Parecer 47/2010-CN PDS 91/2011 Yet to commence

2006 Parecer 2/2009-CN PDC 1 376/2009 Yet to commence
2007 Parecer 12/2011-CN PDS 189/2011 Yet to commence
2008 Parecer 48/2010-CN PDC 42/2011 Yet to commence

2009 Yet to commence Yet to commence Yet to commence
2010 Yet to commence Yet to commence Yet to commence
2011 Yet to commence Yet to commence Yet to commence

Note: Data correct as of November 2012.

Box 1.1. Legislative scrutiny of year-end government reports in the Netherlands

Legislative scrutiny of year-end government reports in the Netherlands is led by the Public Expenditure
Committee, located in the House of Representatives. This Committee was established in 1923 and its
competence and task is regulated in the Rules of Procedure of the House of Representatives. The Public
Expenditure Committee deals with the structure and working of the budget policy making. It is one of a number
of committees in the House of Representatives: 10 committees deal with the laws and policies of specific line
ministries (e.g. Foreign Affairs Committee; Defence Committee; Social Affairs and Employment Committee;
and Finance Committee); 5 committees deal with cross-cutting issues (e.g. Kingdom Relation Committee;
Intelligence and Security Services Committee; Immigration, Integration and Asylum Committee; European
Affairs Committee; and the Public Expenditure Committee); other committees deal with the House activities.
The House of Representatives may also establish temporary committees of inquiry.

The role of the Public Expenditure Committee includes dealing with the reports of the Netherlands’ supreme
audit institution, the Netherlands Court of Audit (4/gemene Rekenkamer) — as well as discussing any proposed
amendments of the Law on the Budget System and supporting other House of Representatives committees in
scrutinising minister’s budget proposals.

On the day the Netherlands Court of Audit makes its audit reports on the year-end government reports public
and sends them to the executive and legislature, the Court makes a closed presentation for members of the Public
Expenditure Committee about the report. All Netherlands Court of Audit reports must include a written response
on the conclusions by the respective minister and the written reaction of the SAI to this response. A list of
written questions is then sent to the responsible minister(s) and a separate list with questions to the Netherlands
Court of Audit. The minister and the Netherlands Court of Audit are given approximately three weeks to prepare
answers to the questions. The answers of the minister(s) and of the Netherlands Court of Audit are then put on
the agenda of a follow-up meeting of the committee. The relevant committee is then able to decide in a
procedure meeting what actions and follow-up it will undertake, such as organising a hearing or a roundtable.
Committees often decide to schedule an oral debate on the report with the responsible minister.
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Box 1.1. Legislative scrutiny of year-end government reports in the Netherlands (cont.)

Scrutiny of the year-end reports in the House of Representatives is completed during a two month period:
from the middle of May until the first week of July. The process concludes with a decision of the plenary.
The focus of the House of Representatives is on the efficiency and effectiveness of budget spending. Since the
1990s, irregularities in budget spending in the Netherlands have been less than 1% for every budget law. For FY
2010, motions were put to the plenary and passed to discharge all ministers for their policies and financial
management of their departments, albeit with some ministers having to commit to improvements in their
department’s financial management practices

The Public Expenditure Committee performs an evaluation of the accountability process carried out by the
separate committees; its report is sent to the plenary. The evaluation report is relevant for keeping up the high
standard of the process and for possible improvements of the process.

From FY 2012, Netherlands Court of Audit reports are sent directly to the relevant legislative committee
(e.g. a report about energy policy is sent to the Economic Affairs, Agriculture and Innovation Committee). Prior
to FY 2012, Netherlands Court of Audit reports were first sent to the Public Expenditure Committee. At the end
of FY 2012 there will be an evaluation of the House of Representatives’ new operating procedures that will
include the views of the Netherlands Court of Audit.

The executive is obligated to respond formally to recommendations made by the Public Expenditure
Committee and other committees within three weeks, although this can be extended to six weeks. The ministers
send responses to the House of Representatives, and these will be transmitted directly by the Clerk’s Department
to the committee in charge. The executive’s response can be debated in legislature. This depends on the political
opportunity and weight of the item. To accommodate the monitoring of recommendations the clerks will register
certain commitments of the responsible minister in a parliamentary monitoring system. Once a year, ministers
must also send a list of “pending commitments to parliament” together with their budget bill. Supplementary to
that: the Netherlands Court of Audit may undertake special investigations to review if recommendations are
implemented. The Netherlands Court of Audit sends these reports to the House of Representatives.
The procedure to handle this kind of report is the same as the handling of new reports sent to parliament: the
committee’s written questions to the responsible minister will, depending on the quality of the answers, be
followed up by an oral debate of the committee in charge with the responsible minister.

Source: Public Expenditure Committee, House of Representatives, Netherlands.

Actors involved in the reporting process

As noted in the preceding section, consolidated year-end government reporting
includes the preparation of the report by the executive, external audit by a country’s SAI
and scrutiny by the legislature. In Brazil these functions are prepared by the CGU and the
STN, TCU and National Congress, respectively. This section presents i) the CGU and the
STN and their commitments to enhancing transparency in federal government financial
reporting; ii) the TCU and its level of independence from the executive and legislature
vis-a-vis the Lima and Mexican Declarations, as minimum assurance for the quality of its
audit work; and i) the National Congress and its powers to hold the executive to account
for the handling of public finances and the effectiveness of the decisions of the
responsible authorities.

Federal executive — Report consolidation

The CGU — the central authority of the Internal Control System of the Federal Public
Administration — leads the preparation of the CPR. The broader mandate of the CGU
includes co-ordinating actions to enhance internal control and transparency within the
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federal executive. In addition to consolidating the CPR, the CGU is responsible for:
i) evaluating goals established in the Pluri-annual Plan; ii) evaluating delivery and
management of government programmes; iii) evaluating implementation of the Annual
Budget Law; iv) controlling loans, guarantees and assets of the federal government;
v) providing information on the delivery of projects financed through the federal budget;
vi) auditing the management of federal public resources; and vii) auditing the federal
government management systems (e.g. accounting, financial management, budget, etc.).
With this authority, the CGU has developed its knowledge of public sector entities’
programmes, introduced computer-assisted audit tools and piloted operational risk
management methodologies. These actions help to better target internal control activities,
improve the identification and correction of reporting errors and enhance the reliability of
financial reporting (OECD, 2012).

The CGU knowledge on internal control and material risks facing government
reporting is reinforced by its role as a shared mandatory internal audit service for federal
ministries since 2001. The centralisation of the internal audit function in Brazil is similar
to arrangements in the Netherlands, Portugal and Spain (Table 1.6). Previously, all
Brazilian federal ministries had their own “in-house” internal audit service that audited
the administrative units within the ministry and agencies and foundations, under the
supervision of each minister. The policy shift was driven by concern over the
independence of the internal audit function. The change also resulted in the obligation
that all federal agencies and foundations establish their own internal audit services, rather
than having this function filled by their respective supervising federal ministers.
State-owned and mixed-capital enterprises have always had their own internal audit
functions. The CGU evaluates the performance of internal audit within agencies,
foundations and public enterprises (including both state-owned and mixed-capital
enterprises).

Table 1.6. Centralisation of internal audit within the direct public administration
in Brazil and selected countries

Central (national) government

Centralised Decentralised
Australia, Canada, Chile, France, Germany, South Africa,
United Kingdom, United States

Brazil, Mexico, Netherlands, Portugal, Spain

Note:

Mexico: Internal audit within the executive branch is centralised within the Secretariat of Public Administration. Internal audit
within both the legislature and judiciary are decentralised. Internal audit at the state (regional) level is also decentralised.

Source: Adapted from OECD (2012), OECD Integrity Review of Brazil: Managing Risks for a Cleaner Public Service, OECD
Public Governance Reviews, OECD Publishing. doi: 10.1787/9789264119321-en

The CGU has played a role in enhancing the federal government’s financial reporting
framework, and is taking a lead role in a number of international initiatives to enhance
transparency and accountability. Actions to enhance the framework include, for example,
redesigning the CPR to enhance effective transparency, as discussed in the preceding
section. The CGU has also led the development of real-time online reporting of budget
execution through the creation of the Transparency Portal of the federal public
administration (OECD, 2012). At an international level, the CGU requested the OECD to
conduct a Public Sector Integrity Review of the federal public administration in 2011 —
the first G20 country to do so; founding the Open Government Partnership, a multilateral
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initiative to promote transparency and harness new technologies for good public
governance in 2011; and founding the Global Initiative for Fiscal Transparency,
a multilateral initiative to enhance transparency, citizen engagement and accountability in
fiscal management in 2012.

The CGU has a dedicated division as part of its shared audit service responsible for
consolidating the CPR (Table 1.7). The remainder of the CGU shared audit service
(the Secretaria Federal de Controle Interno) is arranged around organisation of the direct
federal public administration. Resource mobilisation and flexibility are not recognised as
problems within the CGU. The staffing of the CGU has increased steadily over time to
include approximately 2 700 active public officials in 2010 (Table 1.8). The CGU
receives a lump-sum appropriation for its operating expenditure, but with a sublimit for
wages, allowing the CGU to reallocate material expenditure without approval from the
Federal Ministry of Finance.

Table 1.7. Organisation of the shared audit service within
Brazil’s Office of Comptroller General of the Union

Departments Divisions
Planning and evaluation
Audit techniques, procedures & quality
Special operations
Foreign funded loans & grants
Federal Ministry of Finance (two divisions)
Federal Ministry of Planning, Budget and Management
Federal Ministry of Development, Industry and Trade
Accounts of the President of the Republic (CPR)
Federal Ministry of Social Development and the Fight Against Hunger
Federal Ministry of Justice
Federal Ministry of Health
Federal Ministry of Education (two divisions)
Federal Ministry of the Environment
Federal Ministry of Mines and Energy
Federal Ministry of Science and Technology
Federal Ministry of Transport
Federal Ministry of Cities
Federal Ministry of National Integration
Federal Ministries of Agriculture, Fisheries and Aquaculture (within one division)
Federal Ministry of Agrarian Development
Production and technology Federal Ministry of Tourism
Federal Ministries of Sports and Culture (within one division)
Federal Ministry of Communications
Federal Ministry of Social Welfare
Employment and social Federal Ministry of Labour and Employment
security Social Services System (“System S”)
Personnel audits and audits of ad hoc reports by individual accountable officials (within one division)

Planning and co-ordination

Economic

Social

Infrastructure

Note:

Social Services System (“System S”) comprises parastatal organisations that play a specific role in the training and welfare of
employees of companies from some sectors of industry, commerce, services, agriculture and livestock. These specific
organisations were created by the government but are not state-owned enterprises or agencies. Their financial resources are
collected through compulsory contributions made by private companies as well as from the social security system in general.
Although the System S does not execute public policies, it supports broader social goals.

Source: Adapted from OECD (2012), OECD Integrity Review of Brazil: Managing Risks for a Cleaner Public Service, OECD
Public Governance Reviews, OECD Publishing. doi: 10.1787/9789264119321-en
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Table 1.8. Resourcing of Brazil's Office of the Comptroller General of the Union

A. Number of public officials

Category of official 2005 2006 2007 2008 2009 2010
Supervisory & management officials 388 408 408 408 408 408
Other public officials 1730 1866 1924 2137 2215 1985
Total active public officials 2154 2310 2368 2581 2659 2719
Retirees & pensioners 32 75 124 164 239 287
Total public officials 2186 2385 2492 2745 2898 3006

B. Budget appropriation (million BRL)

Type of expenditure 2005 2006 2007 2008 2009 2010
Personnel 1758 2709 3548 4139 5327 5915
Materials 3.1 0.8 1.0 1.7 1.7 2.0
Capital 2.8 5.1 71 10.7 48 12.5
Other 53.9 454 51.8 58.6 60.8 90.8
Total 2356 3221 4148 4849 600.0 696.8

Note: Public official data refer to the month of November for each year surveyed.

Source: OECD (2012), OECD Integrity Review of Brazil: Managing Risks for a Cleaner Public Service, OECD Public
Governance Reviews, OECD Publishing.doi: 10.1787/9789264119321-en

The activities of the CGU linked to the CPR are supported by the STN, the central
authority of the Accounting System of the Federal Public Administration. The STN
prepares the BGU as input for the CPR. More generally, the STN is responsible for:
i) maintaining and improving the chart of accounts of the federal government;
ii) establishing rules and procedures for proper accounting of transactions and significant
events by federal public sector entities; iii) maintaining and improving information
systems for recording transactions and significant events and generating information for
management decision making and ministerial oversight; and iv) supporting the
preparation of year-end reports of accountable officials and the identification of
irregularities resulting in losses to the state treasury. The STN also establishes the
accounting standards for federal government financial statements and, in that respect,
shares similarities with the finance ministries in the Netherlands, Portugal and Spain
(Table 1.9).

Table 1.9. Responsibility for establishing accounting standards for government financial statements
in Brazil and selected countries

Finance ministry/ central budget

Finance minisry/ ceniral budget authority with recommendations

Public-private sector standards Other

authority of advisory board body
Brazil, Germany, Netherlands, Canada, France, South Africa, Australia Mexico
Portugal, Spain United Kingdom, United States

Notes:

Mexico: The National Council for the Harmonisation of Accounts. The Council is composed of 13 members from the three
levels of government. Its main task is to establish the parameters (guidelines) that must be adopted for public accounting.
Moreover, the law mandates that the accounting rules be based on best international practices.

South Africa: The Accrual Accounting Standards Board sets standards and the Minister of Finance approves these and sets
effective dates for implementation. The National Treasury (under the Minister of Finance) sets the standards for reporting on the
modified cash basis used by central and state departments in anticipation of the implementation of accrual accounting.

Source:  Adapted from OECD (n.d.), International Budget Practices and Procedures Database (v2),
www.oecd.org/gov/budget/database, responses to Question 63 “How are the technical standards for the budget and related
documents and the technical accounting standards for financial statements determined?”
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Federal Court of Accounts — External audit

The 1988 Constitution of the Federative Republic of Brazil establishes the TCU as an
auxiliary body to the National Congress. The role of the TCU is to provide external
control and oversight over federal public resources, including federal ministries, agencies,
foundations, as well as state-owned and mixed-capital enterprises. This includes federal
public funds that are transferred to subnational governments for the delivery of federal
public programmes and services. The TCU does not, however, audit public resources
budgeted by subnational governments (i.e. states, municipalities and the Federal District).
The external audit of those funds is conducted by the subnational courts of accounts in
each of Brazil’s 26 states and the Federal District. A further six municipalities (i.e. Bahia,
Ceara, Goias, Para, Rio de Janciro and Sao Paulo) have their own court of accounts
focused on local budget execution.

In exercising its control and oversight function, the TCU conducts a combination of
juridical, regularity and performance audits (Table 1.10). The TCU has not conducted
a priori audits of public expenditure since 1967. Moreover, since the 1980s, the TCU has
focused increasing attention on the economy, efficiency and effectiveness of public
policies.

The TCU follows a court of accounts (or court of audit) model of SAI; in this regard
it is more similar in the organisation model of the SAls in France, Germany,
the Netherlands, Portugal and Spain (Table 1.11), though there are still much
heterogeneity regarding the organisation of courts of accounts. The organisational model
and functions of the TCU have been directly influenced by the Portuguese Court of
Accounts, and indirectly by the French Court of Audit. The influence of the former stems
from the historic ties between Brazil and Portugal. The Portuguese Court of Accounts has
been strongly influenced by the French Court of Audit — and previously by the Belgian
Court of Accounts (Tavares, 1998).

The TCU operates in plenary and in one of two chambers. The Plenary is made up of
all nine TCU ministers, including the president and vice president. These two officers are
elected by the Plenary for a term of one year, extendable for an additional year. In the
recent past, the president has been the longest-serving TCU minister that has yet to
occupy the position of president; and the vice-president has been the second
longest-serving TCU minister that has yet to occupy the position of president.
TCU ministers take decisions collectively through the Plenary or one of its two chambers
(Table 1.12).

The TCU authorities are supported by three general secretariats — for the TCU
presidency, general management and external control (Figure 1.3). The General
Secretariat for the TCU Presidency manages inter alia TCU strategic planning,
information technology, and relations with the National Congress and the media.
The General Secretariat for TCU Administration is responsible for TCU human
resources, procurement, logistics and financial management. The General Secretariat for
External Control establishes practices and procedures and co-ordinates the activities
within the 45 TCU secretariats of external control.

The TCU has its own Prosecution Service that attends every session in which a
decision is to be taken on an audit opinion, including the audit of the CPR. The TCU
Prosecution Service is comprised of a prosecutor general, three deputy prosecutors
general and four prosecutors, and is autonomous and functionally independent from the
TCU President. The TCU Prosecutor General is appointed by the President of the
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Republic for a period of two years and has the same privileges as a TCU minister.
The deputy prosecutors general and prosecutors are recruited by public examination,
overseen by the Brazilian Bar Association.” The rights, guarantees and powers of
members of the TCU Prosecution Service are regulated by the Organic Law on the Public
Prosecutor of the Union. Administrative support for the TCU Prosecution Service is
provided by the TCU Secretariat of General Administration.

Table 1.10. Types of audit activities conducted by supreme audit institutions in Brazil and selected countries

L Ex post audit
Country A priori audit Judicial Regularity Performance

Australia 0 0] ° °
Brazil 0 ° ° °
Canada 0 0] ° °
Chile ° ° ° 0
France 0 ° ° °
Germany ° 0 ° °
Mexico 0 0] ° °
Netherlands 0 0] ° °
Portugal ° ° ° °
Spain 0 ° ° °
South Africa 0 0] ° °
United Kingdom 0 0 ° °
United States 0 0 ° °

Notes:

® =Yes; 0 =No.

A priori audit: The SAI authorises or advises on public expenditure as part of the process of financial control. For example, the
SAI may receive details of all payments together with supporting documentation; it will then check the accuracy, legality and
regularity of all transactions. The SAI will also ensure that there is sufficient budgetary provision for the transaction to be made.

Juridical audit refers to judgement regarding the accounts of individuals with whom personal responsibility for the use of public
funds rests.

Regularity audit includes: i) attestation of financial accountability of accountable entities, involving examination and evaluation
of financial records and expression of opinions on financial statements; ii) attestation of financial accountability of the
government administration as a whole; iii) audit of financial systems and transactions, including evaluation of compliance with
applicable statutes and regulations; iv) audit of internal control and internal audit functions; v) audit of the probity and propriety
of administrative decisions taken within the audited entity; and vi) reporting of any other matters arising from or relating to the
audit that the SAI considers should be disclosed.

Performance audit includes: i) audit of the economy of administrative activities in accordance with sound administrative
principles and practices, and management policies; /i) 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; and iii) audit of the effectiveness of performance in relation to
the achievement of the objectives of the audited entity, and audit of the actual impact of activities compared with the intended
impact.

Source: Definitions adapted from INTOSAI (2001), “Basic Principles in Government Auditing”, International Standards of
Supreme Audit Institutions (ISSAI), 100, INTOSAI Professional Standards Committee, Denmark. Data adapted from NAO
(National Audit Office, United Kingdom) (2005), State Audit in the European Union, National Audit Office, London,
www.nao.org.uk/publications/0506/state_audit in_the eu.aspx.
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Table 1.11. Organisational model of supreme audit institutions in Brazil and selected countries

Audit office Audit board Court of accounts
Australia, Canada, Chile, Mexico, South Africa,
United Kingdom, United States

Netherlands Brazil, France, Germany, Portugal, Spain

Notes:

Audit office: A monocratic organisation with all rights, powers and responsibilities in an auditor general. An audit office is part
of a parliamentary system and reports all audit findings to the legislature, typically to a parliamentary committee responsible for
holding the government or public organisations accountable based on SAI reports.

Audit board: A collegiate organisation is headed by a number of members who form its college or governing board and take
decisions jointly. A board is normally part of a parliamentary system and its audit reports are submitted to the legislature, where
there is usually some form of public accounts committee to act on them.

Court of accounts (or court of audit): A collegiate organisation, headed by those members who form its college or governing
board and take decisions jointly. This model is generally a self-standing court dealing only with financial matters.
Less commonly, it may be under the supreme court, and subsequently be known as a chamber of accounts.

Source: Definitions adapted from INTOSAI (2010), “Financial Audit Guideline: Glossary of Terms to the INTOSAI Financial
Audit Guidelines”, International Standards of Supreme Audit Institutions (ISSAI) 1003, INTOSAI Professional Standards
Committee, Financial Audit Subcommittee Secretariat, Riksrevisionen, Sweden, www.issai.org.

Table 1.12. Composition and portfolio of the Brazilian Federal Court of Accounts’ plenary and chambers

Plenary 1st & 2nd Chambers
Composition Each chamber has four ministers
1st Chamber is chaired by TCU Vice-President
2nd Chamber is chaired by longest-serving minister
The portfolios of the chambers are not fixed, but change
with the rotation of portfolios of the ministers — once every
two years

All nine TCU ministers, chaired by TCU President

Portfolio Audit of the Accounts of the President of the Republic
(CPR)
Audits & inspections of administrative units of higher-level
government bodies - e.g. the superior courts, the Federal
Senate & Chamber of Deputies, the Office of the Public
Prosecutor of the Union, the Office of the President of the
Republic & the Office of the Attorney General of the Union
Audits, inspections & information requested directly by the
National Congress, its chambers and committees
Operational (performance) audit
Complaints received internally from within the federal
public administration and the general public

Audit of accounts of public officials

Audits & inspections initiated by the TCU, other than those
dealt with by the TCU Plenary

Audits of the admission of public officials into the direct &
indirect federal public administration

Audits of the legality of the payment of pension &
retirement benefits to federal public officials, military
personnel and their beneficiaries

Notes:
CPR = Accounts of the President of the Republic TCU = Federal Court of Accounts
Source: 2012 TCU Internal Rules (TCU Resolution 246/2011), Art. 15.
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Figure 1.3. Organisation of the Brazilian Federal Court of Accounts
As of November 2012

Plenary

,_i

18t Chamber |

2" Chamber

Collegiate TCU Internal Rules TCU Commission on
bodies Commission Jurisprudence
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/

Specialised secretariats of external control

Source: Federal Court of Accounts, Brazil.

The TCU considers the audit of the CPR one of its most significant activities.
This audit is a fixed task of the TCU, its first constitutional responsibility and one of its
most longstanding activities, having been conducted since 1892. Significance is also
attached to the process. The vote on this audit is taken in an extraordinary session of the
Plenary. Extraordinary sessions are reserved for specific events, e.g. the inauguration of
TCU authorities (i.e. the president, vice president, ministers, deputy ministers) and the
vote on TCU Internal Rules. The audit of the CPR is also supported by a dedicated
secretariat:  the Secretariat for Government Macro-Evaluation (Secretaria de
Macroavaliagdo Governamental, or Semag). This Secretariat, created in FY 2000,
co-ordinates audit planning and implementation for the CPR (see Chapter 3 of this peer
review).
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The TCU is characterised by organisational, functional and financial independence, in
line with the International Standards of Supreme Audit Institutions’ “Lima Declaration of
Guidelines on Auditing Precepts” and “Mexico Declaration on SAI Independence”
(INTOSAI 1977; 2007).

Organisational independence

The 1988 Constitution establishes the conditions for the appointment, removal and
retirement of TCU ministers. Three ministers are appointed by the Federal Senate
(the upper house of the legislature), three by the Chamber of Deputies (the lower house)
and three by the President of the Republic, based on seniority and merit, with approval by
the Federal Senate. Of those appointed by the President of the Republic, two must be
TCU career officials — one from among the TCU deputy ministers and one from the TCU
Prosecution Service. The third may be selected from outside the TCU. This is different
from the benchmark SAls included in this peer review, which place responsibility in
either the executive or legislature (Table 1.13A).

TCU ministers are appointed for an open-ended term, until mandatory retirement at
70 years of age or through proved disability — or optional retirement after 30 years of
service. Open-ended terms are also in place for the leadership of SAls in Chile, France,
the Netherlands and the United Kingdom (Table 1.13B). The salaries and benefits of
TCU ministers are linked to the judiciary, which is also the case in Canada and Portugal
(Table 1.13C). TCU ministers cannot be relocated from Brasilia and can only be removed
from office through a judicial decision. Moreover, the 1988 Constitution establishes that
TCU ministers have the same right, guarantees and prerogatives as magistrates of the
Superior Court of Justice.

The 1988 Constitution introduced a new process for appointment of TCU ministers,
with the intention of strengthening the court’s independence and professionalism. Prior to
1988, all nine TCU ministers were selected by the President of the Republic with the
prior approval by the Federal Senate (Table 1.14). Under this previous arrangement it was
envisaged that lifetime employment — together with collective decision making within the
TCU plenary and chambers — would safeguard the TCU against the influence of the
Federal Public Administration. However, real changes in government power together
with voluntary short tenure by TCU ministers gave rise to a more political institution
(Speck, 1999).%

Several other safeguards of organisational independence have subsequently been
defined in the Organic Law on the TCU. For example, TCU ministers are prohibited
from: i) holding a position as a career public official; ii) holding a position, even without
remuneration, within the government or a government concessionaire; iii) holding private
employment or participating in a commercial venture, other than as a blind shareholder;
iv) holding a position in a non-governmental organisation, except in a union without
remuneration; v) signing a contract with a public sector entity or concessionaire; and
vi) participating in partisan political activity.

The Organic Law on the TCU also establishes obligations for the conduct of Brazil’s
SAI officials, including its ministers. TCU officials are obliged to, i) maintain an attitude
of independence and impartiality when conducting formal duties; and i) protect
confidentiality of data and information obtained through formal duties, using it
exclusively for audit work. These values are reflected in the TCU Code of Conduct (see
Chapter 4 of this peer review).
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Table 1.14. Selection, appointment and guarantees of Brazilian Federal Court of Accounts’ ministers

According to Brazil’s different constitutions (and relevant articles)

1891
(Art. 89)

1934

Period (Att. 100)

1937
(Art. 114)

1946
(Art. 76)

1967
(Art. 72)

1969
(Art. 70)

1988
(Art. 73)

Selection
criteria

President of the Republic
with approval of Federal
Senate

Appointment

Guarantees

Brazilian citizen
Minimum age of 35 years

Moral integrity

Expertise

President of

the Republic

with approval President with approval of Federal Senate
of federal 1
counsel

Lifetime appointment

Aged 35-65 years
Moral integrity &
reputation
Minimum 10 years
expertise in law,
accountancy and
economic and
financial matters
1/3 President of the

Republic with
approval of Federal
Senate;
/3 Federal Senate; &
1/3 Chamber of
Deputies

Guarantees equal to magistrates of the Superior Court of Justice

Functional independence

The TCU has a broad mandate in the discharge of its functions, as set out in the 1988
Constitution and regulated by its own organic law. This mandate includes auditing
i) the use of public funds, resources and assets, by a recipient or beneficiary regardless of
its legal nature; ii) the collection of revenue owed to the government or public sector
entities; ii7) the legality and regularity of government and individual accountable
officials’ year-end reports; iv) the quality of financial management and reporting; and
v) the economy, efficiency and effectiveness of government or public sector entity
operations. The TCU mandate has expanded over time to include oversight of: i) public
procurement, including processing complaints filed by contractors, suppliers and citizens;
ii) mandatory disclosure of assets and income by public officials; and iii) compliance
with fiscal rules established under the Law on Fiscal Responsibility (Table 1.15).

While respecting the laws enacted by the National Congress, the TCU has autonomy
to define the objective and scope of its audits and the content, timing and dissemination
of its audit reporting. The TCU conducts more than 8 000 control and oversight processes
each and every year. In recent years, the TCU has sought to place more emphasis on audit
activities through the introduction of a more structured and risk-based approach to those
activities since 1995 (see Chapter 3 of this peer review). Reports on each and every audit
is published in the Official Journal of the TCU and made available on the TCU Internal
portal.

The Organic Law on the TCU guarantees its officials a number of powers when
conducting audit and inspection activities. These include i) free access to any public
sector entities under the jurisdiction of the TCU; ii) access to all documents and
information necessary for the performance of TCU activities; iii) authority to request
information, under the terms of the TCU Internal Rules, necessary for the analysis and
preparation of control and oversight processes assigned by an auditor’s immediate
superior. The TCU does not, however, have access to tax files maintained by the
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Secretariat of Federal Revenue within the Federal Ministry of Finance. Access to these
files has been refused by the Secretariat of Federal Revenue on the grounds of preserving
confidential personal data (Speck, 1999).

Table 1.15. Brazilian Federal Court of Accounts’ audit mandate

A. Established by the 1988 Constitution (relevant article)

71.1  Audit the year-end report of the President of the Republic, issuing a opinion within 60 days of its receipt (from the National
Congress)

71.1l  Evaluate the year-end reports of administrators & other persons responsible for public money & assets within the direct & indirect
public administration, & the accounts of those who have caused a loss or other irregularity resulting in a loss to the state treasury

71.1lI Examine the legality of acts to employ individuals in the direct & indirect public administration & the granting of civil & military
retirement & pensions

71.IV Conduct - on its own initiative or that of the National Congress (its chambers &/or committees) — inspections & audits of internal
control (accounting, financial, budgetary, operations or asset management) in administrative units of the legislature, executive &
judiciary

71V Oversee the national accounts of supranational companies in whose capital stock the federal government holds a direct or indirect
interest, as set forth in the acts of incorporation

71.VI Oversee the use of federal funds, by means of an administrative agreement or other similar instrument, to a state, municipality & the
federal district

71.VIl Provide information as requested by the National Congress, its chambers and/or committees concerning internal control
(accounting, financial, budgetary, operations & asset management) & the results of audits & inspections

71.VIll In case of illegal expenditure or irregular accounts, sanction the responsible parties, including a possible fine proportional to the
damages caused to the state treasury

71.1X If anillegality is established, sets a maximum period of time for a public organisation to take the necessary steps for compliance
with the law

71.X If necessary steps are not taken to ensure compliance with the law, suspend the execution of the challenged act & inform the
Chamber of Deputies & Federal Senate

71.XI" If an illegality is established, the TCU will alert the federal public administration or National Congress of irregularities found in the
audits

71.1 lIssue a conclusive opinion, upon request of the National Congress Planning, Budgeting & Oversight Joint Committee, on
expenditures made without authorisation

71.2  Resolve complaints, submitted by citizens, political parties, associations or unions, of illegal or irregular conduct in the use of federal
resources

B. Established by other statutes (relevant legislation)

° Monitor public procurement & process complaints filed by contractors, bidders or any physical or legal person (Law 8 666/1993 on
Public Procurement & Contracts)

Register & monitor the declarations filed by public officials (Law 8 730/1993 on the Declaration of Assets & Income by Officials)

° Examine reports regarding breach of the obligation of the federal government to notify municipalities of inter-government transfers
(Law 9 452/1997 on the Notification of Municipal Legislatures on the Disbursement of Inter-governmental Transfers)

Monitor & oversee the processes of privatisation (Law 9 491/1997 amending the National Privatisation Programme)
Review the financial statements of the federal public administration, ensuring that the spending caps set forth in the law are
complied with & alerting the legislature of cases of non-compliance (Law on Fiscal Responsibility - Complementary Law 101/2000)

° Process & adjudicate administrative offences against the laws of public finance (Law 10 028/2000 amending the Criminal Code)
Monitor the use of funds transferred to the Brazilian Olympics & Paralympics’ Committees (Law 10 264/2001 amending the General
Norms on Sport)

° Submit to the National Congress Planning, Budgeting & Oversight Joint Committee audit findings on the fiscal management reports
provided for in Complementary Law 101/2000 & submit to the National Congress information on the physical & financial execution
of works contained in the federal & social security budgets (Law 10 266/2001 on the Formulation of the 2002 Annual Budget Law)

° Monitor the use of resources & process complaints filed in connection with the transfer of resources to states & municipalities under
the Growth Acceleration Programme (Programa de Aceleragéo do Crescimento) (Law 11 578/2007)

Managerial and financial independence

The TCU has approximately 2 600 TCU officials and an annual budget of
approximately BRL 1.4 billion (Figure 1.4). Approximately 1 500 of those officials are
“federal external auditors”; individuals with a college diploma that have qualified for
employment in the TCU through a competitive entrance examination. The number of
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federal external auditors has grown by approximately 50% between 2001 and 2011, and
includes 300 additional auditors since 2006 following approval of these positions by the
National Congress.” In Brazil, new positions in the federal government must be
established in law. This has increased the share of federal external auditors as a share of
total TCU officials from 48% to 57% during that same period. Most of the TCU budget is
attributed to personnel, pensions and social security contributions. Personnel costs have
maintained a steady share — approximately 47% — of total TCU expenditure since 2001.

Figure 1.4. Resourcing of the Brazilian Federal Court of Accounts

A. Human resources

B Federal external auditor @ Federal external auditor administrative support
O Federal external control technician @ Federal external control technician administrative support
0O General service auxillary
3000
2500
2000 -
1500
1000 -
500
0 m
2001 2002 2003 2004 2005 2005 2007 2008 2009 2010 2011
B. Budgetary resources
(million BRL)
B Active staff @Inactive staff & pensioners O Officials’ Social Security Plan (PSSS) @ Materials O Capital
1600
1400

1200
1000

800

600

400

200

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Notes:

External control auditors must have a college diploma. Federal external control technicians support the work of auditors and are
only required to have high school diplomas.

Auditors/technicians administrative support work covers human resource management, international relations and
communications.

Calculation for Inactive staff and pensioners and Officials’ Social Security Plan for FY 2003 and FY 2004 estimated at the rate
of 13% because data were presented together.

Source: Federal Court of Accounts, Brazil.

BRAZIL’S SUPREME AUDIT INSTITUTION © OECD 2013



80 - 1. CONSOLIDATED YEAR-END GOVERNMENT REPORTING

The Organic Law on the TCU establishes significant managerial independence for
Brazil’s SAIL This includes the ability of the TCU to establish its own Internal Rules and
its own managerial structures. Changes to TCU staffing and salaries must, however, be
approved by the National Congress. The TCU annual budget is prepared with the same
rules and procedures as the federal public administration. Its budget is submitted to the
central budget authority (i.e. the Federal Ministry of Planning, Budget and Management)
and included in the Annual Budget Bill without any change. The TCU does not have a
lump sum appropriation and must request approval from the National Congress should it
wish to vire (i.e. to reallocate) budget appropriation between economic categories of
spending (Table 1.16).

Table 1.16. Budget flexibility of supreme audit institutions in Brazil and selected countries

A. How is the budget for the supreme audit institution

prepared? B. Does the C. Does the supreme audit
Same policies/ Central budget Submit budget supreme audit institution have budget flexibility
Country authority . institution have to vire (i.e. reallocate) funds
procedures as . proposal directly p » . L L
includes budget ; block/ “lump sum within appropriations within the
other government [ without to legislature for iations? fiscal "
organisations propo§a withou approval appropriations’ iscal year?
change
. Yes, central budget authority
Australia ) ° )
approval not required at all
Brazi Not possible without
razil ° 0 L
legislative approval
Canada o o Not possible without legislative
approval
Chile ) .
Yes, with central budget
France ° ° authority approval for changes
above specified threshold
Germany ° 0 Yes (details not provided)
Mexico ° .
Netherlands o o Not possible without legislative
approval
Yes, with central budget
Portugal ) ° authority approval for changes
above specified threshold
Spain ° 0
South Africa ° 0 .
United Kingdom ° ) Yes (details not provided)
United States °
Notes:

e = Yes; 0o = No; .. = Missing data

“Block” appropriations involve allocating a lump sum to line ministries or agencies, which are then free to determine the best
mix of economic inputs to produce their services.

Canada: (B) The Office of the Auditor General is free to determine the best mix of economic inputs to provide the services
within the appropriated Vote. If the Office of the Auditor General receives more than one “Vote” (i.e. appropriation),
reallocation between the Votes will require legislative approval.

South Africa: The Auditor-General is self-funded by way of billing auditees for audit hours worked.

Source: OECD (n.d.), International Budget Practices and Procedures Database (v2), www.oecd.org/gov/budget/database,
responses to Question 30: “In practice, which option most accurately describes the way in which the budget is prepared for the
supreme audit institution?”
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National Congress — Legislative scrutiny

The National Congress is, as stated in the preceding sections, comprised of the
Federal Senate and the Chamber of Deputies. The Federal Senate is composed of
81 representatives from the 26 states and the Federal District, elected in single-seat
constituencies. Federal senators are popularly elected for an eight-year term, with
elections staggered so that two-thirds and one-third are elected alternatively every four
years. The Chamber of Deputies is composed of 513 deputies popularly elected to
four-year terms by proportional representation (Table 1.17). Both chambers of the
National Congress operate in plenary, permanent committees organised by thematic area
and ad hoc committees, as necessary. There are currently 11 committees within the
Federal Senate, 20 within the Chamber of Deputies and 2 joint committees.

Table 1.17. Legislative branch in Brazil and selected countries

Lower chamber Upper chamber
Country No. of Term El No. of
ectoral system Term (years)
members (years) members
Australia 150 3 Alternate vote 76 6
Brazil 513 4 List proportional representation 81 8
Canada 308 5 First past the post 105 Not elected
Chile 120 4 List proportional representation 46 8
France 577 5 Two-round system 343 6
Germany 620 4 Mixed-member proportionall (first past the post / 69 Not elected
list proportional representation)
Mexico 500 3 Mixed-member proportionall (first past the post / 128 6
list proportional representation)
Netherlands 150 4 List proportional representation 75 4
Portugal 230 4 List proportional representation n.a. n.a.
Spain 350 4 List proportional representation 266 4
South Africa 400 5 List proportional representation 90 Not elected
United Kingdom 650 5 First past the post 825 Not elected
Untied States 435 2 First past the post 100 6

Notes:

n.a. = Not applicable (unicameral). Data on the frequency of elections reflect statutory requirements. In reality, elections may be
held more frequently in some legislative systems.

Alternative Vote: A candidate-centred, preferential plurality/majority system used in single-member districts in which voters use
numbers to mark their preferences on the ballot paper. A candidate who receives an absolute majority (50% plus 1) of valid
first-preference votes is declared elected. If no candidate achieves an absolute majority of first preferences, the least successful
candidates are eliminated and their votes reallocated until one candidate has an absolute majority of valid votes remaining.

First past the post: The simplest form of plurality/majority electoral system, using single-member districts and candidate-
centred voting. The winning candidate is the one who gains more votes than any other candidate, even if this is not an absolute
majority of valid votes.

List proportional representation: A system in which each participant party or grouping presents a list of candidates for an
electoral district, voters vote for a party, and parties receive seats in proportion to their overall share of the vote. Winning
candidates are taken from the lists.

Mixed-member proportional: A mixed system in which all the voters use a usually a plurality/majority system to elect some of
the representatives to an elected body. The remaining seats are then allocated to parties and groupings using the second electoral
system, normally list proportional representation, so as to compensate for disproportionality in their representation in the results
from the first electoral system.

Two-round system: A plurality/majority system in which a second election is held if no candidate achieves a given level of
votes, most commonly an absolute majority (50% plus 1), in the first election round.

Source: Adapted from International IDEA (2005), Electoral System Design: The New International IDEA Handbook,
International IDEA, Stockholm, www.idea.int/publications/esd/upload/ESD Handb_low.pdf; OECD (2009c), Government at a
Glance 2009, http://dx.doi.org/10.1787/9789264075061-en.

BRAZIL’S SUPREME AUDIT INSTITUTION © OECD 2013



82 - 1. CONSOLIDATED YEAR-END GOVERNMENT REPORTING

The 1988 Constitution establishes the competency of the National Congress, referring
explicitly to the CMO, to provide oversight and control of the federal government’s
financial management. The Constitution defines the CMO as a joint committee, spanning
both chambers of the National Congress. As a joint committee it is similar to the
legislative committees overseeing the consolidated year-end government report in
Australia, Chile and Spain (Table 1.18A). The structure, composition, powers and
procedures of the CMO are defined by Chamber of Deputies Resolution, most recently
no. 1/2006. The other responsibilities of the CMO include: i) examining and voting on
bills related to the Pluri-annual Plan (Plano Plurianual), the Budget Directives Law (Lei
de Diretrizes Org¢amentdrias) and the Annual Budget Law (Lei Or¢amentdria Anual), and
in-year budget amendments; and ii) national, regional and sectoral programmes and their
financing plans.

The CMO has a dedicated subcommittee to examine the CPR and the TCU opinion:
the Subcommittee for Budget Evaluation, Oversight and Control — and is similar to
France and Germany that have a formalised subcommittee (Table 1.18A).
The Subcommittee for Budget Evaluation, Oversight and Control is one of four
permanent subcommittees under the CMO; the three others focus on revenue estimates,
budget amendments and irregularities in public works, respectively. All reports prepared
by the subcommittees must be approved by the majority of their respective members and
are subsequently shared with the CMO as a whole for a vote.

In addition to examining the CPR and the TCU opinion, the Subcommittee for Budget
Evaluation, Oversight and Control is responsible for: i) monitoring and assessing budget
execution, including the fiscal rules established within the Budget Directives Law and the
performance of government programmes; ii) examining compliance with resource
allocations in the Pluri-annual Plan and Annual Budget Law (in partnership with the
CMO Subcommittee for Revenue Evaluation); iij) examining the fiscal management
reports of the executive, legislature, judiciary and the Office of the Public Prosecutor of
the Union; and iv) examining information provided by the TCU, other than that related to
revenue estimates and irregularities in public works.

Committee membership and leadership

The CMO is composed of 40 members of the National Congress: 10 federal senators
and 30 federal deputies. There are ten permanent members of each CMO subcommittee,
including the Subcommittee for Budget Evaluation, Oversight and Control.
Each subcommittee is comprised of three federal senators and seven federal deputies.
Membership of the CMO and its four subcommittees is based on party proportionality,
with parties free to select their members to the joint committee — as is the case in many
countries (Table 1.18B). Seats are allocated in February every year, with members
serving a one-year term beginning at the end of March. Only 1% of all CMO seats may
be given to existing members of the CMO. This committee term is shorter than in many
countries (Table 1.18B) and was introduced following during the 1990s follow a
corruption scandal involving members of CMO.

There is no requirement or norm that the chairs of the CMO or any of its
subcommittees be held by members of the opposition, as in a number of countries such as
Canada, France, Germany, Mexico, Portugal, South Africa and the United Kingdom
(Table 1.19). The chair and second vice chairs of the CMO are elected from among the
members from the Federal Senate; the first and third vice chairs are from members from
the Chamber of Deputies. In addition, there are 15 rapporteurs appointed internally within
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the CMO for different planning, budget and oversight instruments: one for the draft
Pluri-annual Plan; one for the Budget Directives Bill; one general and ten sectoral
rapporteurs for the Annual Budget Bill and one for the CPR.

Working practices and powers

The National Congress (and therefore the CMO) has a number of instruments at its
disposal to exercise ex post control over the federal government’s budget, including
scrutiny of the CPR. The 1988 Constitution grants all congressional committees,
including the CMO, the power to summon federal ministers, political appointees and/or
citizens, and hold public hearings. The CMO may also i) require federal public entities to
submit any documents and information concerning their respective programmes and
financial plans; ii) request the TCU to monitor, inspect and audit public sector
entities/officials and to share other information concerning the accountability of financial,
budgetary and operational systems obtained during these activities; iii) request the TCU
to report on its oversight and audit activities within a period of 30 days; and iv) initiate
inspections and inquiries regarding federal public organisations, state and municipal
administration, and private entities that have received resources from the federal
government.

The CMO also operates in an open manner, with meetings and hearings open to the
public, and their transcripts publicly available. These are common practices in legislative
committees internationally. Furthermore, the CMO publishes an annual report that is
published two months after the end of every fiscal year. The timing that the annual report
is made available compares well with the Public Expenditure Committee of the
Netherlands, and more timely that that prepared by Australia’s Joint Committee of Public
Accounts and Audit (4 months), France’s Finance Committee (6 months) and Portugal’s
Budget committee (12 months).

The CMO does not, however, issue and follow up on its own recommendations on the
CPR (Table 1.19). The CMO holds technical meetings once every two months with
representatives of other federal ministries, to discuss the performance of their respective
programmes, the implementation of their budget appropriation and projections of
resource needs for the following years. To some extent this function is fulfilled by the
TCU and its monitoring of recommendations issued in its audit report. However, the TCU
does not systematically monitor the implementation of its recommendations in relation to
its audit of the CPR. As discussed in Chapter 4 of this peer review, recommendations on
the CPR are only systematically reported in the audit report on the CPR for one year.
This undermines the potential work of the CMO and National Congress more generally.

BRAZIL’S SUPREME AUDIT INSTITUTION © OECD 2013
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88 - 1. CONSOLIDATED YEAR-END GOVERNMENT REPORTING

Conclusions

Efforts having being taken by the federal executive during the last decade, in
particular, to make the CPR a more effective instrument for transparency. The
international commitments to enhance transparency by Brazil’s federal executive and the
independence of the TCU provide a solid foundation for improving the CPR. This will
build on an already solid foundation in which the preparation of the CPR by the CGU and
the external audit findings of the TCU are published, including on the Internet free of
charge, within five months following the end of the fiscal year — in compliance with
Brazil’s constitutional deadlines and in line with the OECD “Best Practices for Budget
Transparency”. Moreover, the Organic Law on the TCU gives Brazil’s SAI authority to
shape the content of CPR, specifically the part of the CPR prepared by the CGU intended
to contextualise the BGU.

The TCU could take action to comprehend the process for as well as the barriers and
constraints affecting the National Congress’ understanding, awareness and use of the
CPR and the TCU opinion. The National Congress only begins to scrutinise the CPR
using the TCU opinion, on average, two-and-a-half years after receiving these materials.
The TCU is not aware of the main barriers and constraints facing the National Congress’
scrutiny of the CPR; the TCU considers its work completed upon publication of its audit
opinion. Greater understanding of these constraints and barriers could assist the TCU in
working together with the National Congress to enhance public sector accountability and
inform decision making, linking ex post and ex ante budget oversight. It could also
empower the TCU to positively shape the CPR, using its authority to positively shape the
content of CPR

Notes

1. Direct Action of Unconstitutionality (A¢do Direta de Inconstitucionalidade)
2238-5/DF/2007. This decision is preliminary and has yet to be finalised; its content,
however, cannot be appealed.

2. Prior to Constitutional Amendment 19/1998, the obligation to prepare a year-end
report existed only for public administrators. The direct federal public administration
includes the Office of the President of the Republic, federal ministries, and
secretariats of ministerial status. The indirect federal public administration includes
organisations with legal personality, including agencies, foundations, and state-owned
and mixed-capital enterprises. These public organisations implement policies on the
instruction of organisations of the direct federal public administration.
Each organisation of the indirect federal public administration is established by its
own law that defines the degree of autonomy in connection with human resources,
budget and procurement policies.

3. Delays in congressional scrutiny of the CPR have been an ongoing problem in Brazil.
The National Congress judged six out of eight CPR prepared by President
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Fernando Henrique Cardoso (1995-2003) in December 2002 and December 2003;
two are still pending (Pessanha, 2011).

4. Legislative decrees are acts of an administrative nature that formalise results of
deliberations of the National Congress over matters within their own competence.
Legislative decrees do not require the signature of the President of the Republic.
This difference sets legislative decrees apart from laws.

5. More generally, the Federal Accounting Council (Conselhos Federal de
Contabilidade), an independent body, guides, regulates and supervises the accounting
profession in Brazil. The Federal Accounting Council is a 15-member body
established by Decree-Law 9 295/1946. It serves as the umbrella organisation for the
27 Regional Accounting Councils (Conselhos Regionais da Contabilidade), one in
each federated state. Its leadership is elected by an electoral college comprised of one
representative for each Federal Accounting Council. The Federal Accounting Council
is a member of the International Federation of Accountants. In 2007 the Council
amended its “Brazilian Fundamental Accounting Principles” (Accounting Council
CFC Resolution 1 111/2007) to include the public sector and not just the private
sector. However, Accounting Council CFC Resolution 1 111/2007 is not obligatory;
it deals with how to interpret accounting principles. The resolution does not constitute
primary legislation and cannot modify the regime adopted by federal government, or
be cited as grounds for such a change.

6. TCU deputy ministers are nominated by the President of the Republic, from among
the citizens who meet the requirements for the office of TCU minister through a
public contest consisting of tests and presentation of academic and professional
credentials. Proof of more than ten years of effective experience in a TCU position of
external control counts as a credential in the contest: Organic Law on the TCU
(Law 8 443/1992), Art. 77.

7. In order to be appointed to the TCU Prosecution Service, individuals must be
Brazilian citizens and have Bachelors of Law. Promotion to the office of deputy
prosecutor general is based on seniority and merit — Organic Law on the TCU
(Law 8 443/1992), Art. 80.

8. Real changes in government power in Brazil have been rarer than indicated by the
change of President of the Republic, with the same political group remaining in
power for long periods. National politics were dominated by political elite of Minas
Gerais and Sao Paulo during the First Republic (1891-1930), Gettlio Vargas and his
political inheritors during the Populist Period (1945-1964) and the military elite
(1964-1984). Moreover, despite appointment of TCU ministers for an open-ended
term, many stay in office only for a short period. Between 1893 and 1980, TCU
ministers stayed in office for only nine years. Only a small group of 12 out of 68 TCU
ministers remained in the institution for 15 years of more, whereas nearly half of them
(30) resigned from their jobs after five years or less (Speck, 1999).

9. Law 10 799/2003 on the Creation of Jobs and Positions of Trust at the Federal Court
of Accounts.
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Chapter 2

Audit objectives and reporting

This chapter analyses the objectives and reporting on Brazil’s Federal Court of Accounts
(Tribunal de Contas da Unido, or TCU) audit of the consolidated year-end government
report. the Accounts of the President of the Republic (Contas do Presidente da Republica,
or CPR). The chapter addresses: 1) the objectives of the audit of the CPR and the legal
basis underpinning this TCU control and oversight process; ii) the extent that audit
reporting clearly and concisely presents information on the audit objectives and main
findings (i.e. opinion, qualifications and recommendations); and iii) the extent to which
the audit report clearly substantiates the main findings using information on the tests
conducted and the audit evidence identified. The analysis is framed by International
Standards of Supreme Audit Institutions, specifically the “Basic Principles of
Government Auditing” (ISSAI 100) and “Reporting Standards on Government Auditing”
(ISSAI 400).
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Introduction

This chapter analyses the objectives and reporting on the external audit of Brazil’s
consolidated year-end government report by the Federal Court of Accounts (7ribunal de
Contas da Unido, or TCU). The analysis is framed by International Standards of
Supreme Audit Institutions (ISSAI), specifically the “Basic Principles in Government
Auditing” and “Reporting Standards in Government Auditing”. The “Basic Principles in
Government Auditing” (ISSAI 100) define the characteristics of regularity and
performance audits — noting, however, that there can be overlap between the two —
as instruments for promoting public accountability (INTOSAIL 2001a). Regularity audits
are not limited to providing an attestation of financial accountability. Constitutional or
statutory obligations may require a supreme audit institution (SAI) to provide “positive
assurance” on other matters, such as compliance with budgetary laws, reconciling
budgetary estimates and authorisation with the results set out in the financial statements,
and the functioning of internal control (INTOSAI, 2001a).

The “Reporting Standards in Government Auditing” (ISSAI 400) define principles for
the form and content of reporting for regularity and performance audits. Regularity audits
include an opinion and often a supporting report containing information on the tests
conducted and substantiating where material weaknesses and/or irregularities occur.
A performance audit report includes evidence that highlights matters of serious concern
to the public interest and public accountability, and assurance and/or constructive advice
to enhance the economy, efficiency and effectiveness of the subject matter audited.
Where an SAI is able to provide an overall opinion on the achievement of economy,
efficiency and effectiveness in the same way as a regularity audit, the audit report should
describe how specific main findings were reached. Moreover, the content of audit
reporting should be easy to understand and free from vagueness or ambiguity, and include
only information which is supported by competent and relevant audit evidence
(INTOSAL 2001b).

In analysing the objectives and reporting on the TCU audit of Brazil’s consolidated
year-end government report — the Accounts of the President of the Republic of Brazil
(Contas do Presidente da Republica, or CPR) — this chapter addresses the following
questions:

e What are the objectives of the audit of the CPR, and the legal basis underpinning the
objectives of this control and oversight process?

e Does audit reporting on the CPR provide clear and concise information about the
audit objectives and main findings?

e How effectively does audit reporting on the CPR substantiate the main findings with
information on the tests conducted and evidence identified?

The term “main findings” as used in this chapter refers to the audit opinion,
qualifications and recommendations on the CPR. An audit opinion is normally in a
standard format, which obviates having to state at length the findings of all audit tests but
nonetheless conveys a message in an understandable context. Qualifications are material
issues identified that may affect the audit main findings. Recommendations are
suggestions to the federal executive in order to improve processes and enhance
government reporting, performance and accountability.
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The Organic Law on the TCU (Law 8 443/1992) grants Brazil’s SAI autonomy to
define the objectives of the audit on the CPR, which it does through its Internal Rules.
Audit reporting on the CPR is supported by an audit opinion and a supporting report
(hereafter “audit report”). The audit opinion focuses on the regularity (i.e. the integrity) of
the consolidated financial statements of the federal government — the General Balance of
the Union (Balan¢o Geral da Unido, or BGU) — contained within the CPR as well as the
compliance of budget execution with constitutional norms, laws and regulations.
The audit report substantiates the audit opinion and includes a separate assessment of the
federal government’s compliance with fiscal rules established in the Law on Fiscal
Responsibility (Complementary Law 101/2000); the economy, efficiency and impact of
resources managed by the federal executive; and the impact of the federal budget and
financial administration on Brazil’s socio-economic development.

A key challenge facing audit reporting on the CPR is to ensure that main findings are
accessible and clearly understood. As an immediate step, the TCU could align the form
and content of its opinion with the principles contained in the “Reporting Standards in
Government Auditing” (ISSAI400). The TCU has already begun to identify gaps in its
financial audit practices with international standards and good practice, beginning with
the FY 2011 CPR. The TCU could also frame qualifications and recommendations in
order to highlight their significance or expected impact on government accountability and
performance; this too could better guide the primary audiences’ understanding.

The TCU could also strengthen the link between the audit report and main findings —
and in the process, streamline the audit report —elaborating on material challenges and
risks identified and that affect the main findings. At present a large share of the audit
report appears disconnected from the main findings. The breadth of the audit report’s
content raises concern that it overshadows the constitutional responsibility of the TCU to
provide an opinion on the CPR. In doing so, the TCU could concurrently assess whether
the impact of individual chapters in the audit report could be enhanced by linking them to
the accountability and decision-making cycle. The audit of the CPR may not always be
the most appropriate vehicle for communicating this information to decision makers
within the executive and legislature, or the general public.

Formal audit objectives and reporting elements

The Organic Law on the TCU grants Brazil’s SAI the authority to set the objectives
of its audit of the CPR. The objectives are subsequently defined in the TCU Internal
Rules and, as of 2012, include:

1. an assessment of whether the BGU adequately represents the financial, budgetary,
accounting and asset positions as of 31 December (i.e. the end of the fiscal year);

2. an assessment of whether the implementation of the federal budget, as well as other
operations financed using federal public resources, complied with constitutional
norms, laws and regulations;

3. an assessment of whether the federal government complied with the fiscal rules
established in the Law on Fiscal Responsibility;'

4. an assessment of the legitimacy, economy and efficiency of programmes in the
Annual Budget Law (Lei Or¢amentdria Anual) and the achievement of goals in the
Budget Directives Law (Lei de Diretrizes Or¢amentdarias) and Pluri-annual Plan
(Plano Plurianual); and®
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5. an assessment of the impact of the federal budget and financial administration on
Brazil’s socio-economic development.

As stated in the preceding section, reporting on the audit of the CPR is supported by
two elements: the audit opinion and the audit report. These two reporting elements
address different objectives, as defined in the TCU Internal Rules, and each has evolved
over time (Table 2.1).

Taken as a whole, the objectives of the TCU audit of the CPR are broader than
comparable external audit of the consolidated year-end government report in many
countries. For example, the SAls in Australia, Canada, South Africa and the
United States, typically focus on the regularity of the consolidated year-end government
report, i.e. corresponding with objectives (1) and (2) mentioned previously in the bullets
defining the objective of the audit of the CPR. The TCU audit shares similarities with the
comparable audits by SAIs in France, Mexico and Portugal, which also cover dimensions
of performance (Table 2.2).

Table 2.1. Evolution of the objectives of the Brazilian Federal Court of Accounts’
audit of the Accounts of the President of the Republic

1977 1993 2002 2012
(15t Federal Court of Accounts’ (2" Federal Court of Accounts’ (3 Federal Court of Accounts’ (4 Federal Court of Accounts’
Internal Rules) Internal Rules) Internal Rules) Internal Rules)

A. Audit opinion, including :

Assessment of whether the BGU adequately represents the financial, budgetary, accounting & asset
positions as of 31 December
Assessment of whether implementation of the federal budget, &
other operations financed using federal public resources, complied
with constitutional norms, laws & regulations

B. Audit report, including:

Assessment of whether
implementation of the federal
budget, & other operations
financed using federal public
resources, complied with
constitutional norms, laws &
regulations
Assessment of compliance with
the fiscal rules established in the
Law on Fiscal Responsibility
Assessment of the legitimacy, economy & efficiency of programmes
financed by the federal budget & the achievement of goals
established in the Pluri-annual Plan & Budget Directives Law
Assessment of the impact of the federal budget & financial administration on Brazil's socio-economic
development

Notes:
BGU = General Balance of the Union; CPR = Accounts of the President of the Republic.

Source: Adapted from TCU Resolution 14/1977 (1977 TCU Internal Rules), Arts. 85-86, 92; TCU Resolution 15/1993 (1993
TCU Internal Rules), Arts. 181-182; 2002 TCU Internal Rules (TCU Resolution 155/2002), Arts. 228-229; TCU
Resolution 240/2011 (2012 TCU Internal Rules), Art 228-229.
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While the audit opinion on the CPR is a short one-page document, the audit report is
structured into nine chapters spanning over 500 pages. Chapters 2 through 5 of the audit
report correspond with one or two of the audit objectives discussed in preceding
paragraphs (Table 2.3). Chapter 8 includes a synthesis of the conclusions, listing the TCU
qualifications and recommendations.

Table 2.3. Link between the audit report on the FY 2011 Accounts of the President of the Republic
and audit objectives as defined by the Brazilian Federal Court of Accounts’ Internal Rules

Chapter of the TCU Link to the TCU audit c
. o hapter content
audit report objective / scope
1. Introduction n.a.
2. Brazil's economic An assessment of the Assessment of the federal government's fiscal, monetary & credit policies,
performance impact of the federal including i) achievement of the federal government's inflation & employment
budget & financial targets & i) compliance with the federal government’s public debt targets

3. [Compliance of]
Budget execution
[with budgetary laws
& regulations]

4. [Compliance &
performance of]
Government
sectoral actions

5. [Regularity of the]
BGU

6. [Assessment of]
Thematic topic(s)

7. [Status of]
Recommendations
from previous audit
of the CPR

8. Conclusions

9. [TCU] Audit opinion

administration on Brazil's
S0Cio-economic
development

An assessment of whether
implementation of the
federal budget, & other
operations financed using
federal public resources,
have complied with
constitutional norms, laws
& regulations

&

An assessment of whether
the federal government
complied with the fiscal
rules established in the
Law on Fiscal
Responsibility

An assessment of the
legitimacy, economy &
efficiency of programmes
in the Annual Budget Law
& the achievement of goals
in the Budget Directives
Law & Pluri-annual Plan

Assessment of federal revenue collection & compliance with fiscal targets to
achieve a primary surplus

Assessment of tax expenditure including trends, the management of such
expenditure by government systems, & the impact of tax expenditure against
policy goals

Assessment of the collection of administrative fines, including collection
performance by public sector entities, the functioning of government systems to
monitor collection, & measures adopted to increase collection

Assessment of the volume, composition & collection of federal collectable debt
Assessment of implementation of the federal government's priority actions
defined in the Budget Directives Law

Assessment of government expenditure, by expenditure type & function of
government, & compliance with ceilings/limits defined in the Budget Directives
Law

Assessment of the federal executive’s compliance with the Law on Fiscal
Responsibility

Assessment of the evolution & compliance the investment budgets of state-
owned & mixed-capital enterprises financed by the federal government
Assessment of the financial & physical implementation of the Pluri-annual Plan
targets & the functioning of systems that support its monitoring & reporting
Assessment of financial & physical implementation of the Growth Acceleration
Programme & the functioning of systems that support its monitoring & reporting
Assessment of the financial & physical implementation of the Annual Budget Law
& compliance with constitutional expenditure targets for health, education &
irrigation

An assessment of whether the BGU adequately represent its financial, budgetary, accounting & asset positions

as of 31 December
n.a.

n.a.

Discussion of one or more special topic(s) selected by the TCU minister
responsible for the audit of CPR (i.e. the rapporteur)

Assessment of the implementation of the TCU recommendations from the
previous audit of the CPR

Synthesis of the findings presented in Chapters 2 through 6, as well as TCU qualifications & recommendations
Synthesis of the findings presented in Chapters 3 & 5

Notes:

BGU = General Balance of the Union; CPR = Accounts of the President of the Republic; TCU = Federal Court of Accounts; n.a.

= Not applicable.
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A number of the changes to the audit report on the CPR are not attributed to changes
in the TCU Internal Rules. For example, in the mid-1970s, the TCU began including a
chapter dedicated to specific thematic topics in the audit report, i.e. Chapter 6. This
chapter often focused on urban and regional development programmes in the 1970s and
on privatisation and social security in the 1980s. Recent thematic topics have included
government actions to support sustainable growth within Brazil’s economy (FY 2011),
the effectiveness of regulatory agencies in protecting consumer rights (FY 2010), and
agricultural priorities, actors, programmes and resourcing (FY 2009) (Table 2.4).
More recently, the TCU has sought to develop Chapter 4 of its audit report that focuses
on the compliance and performance of government sectoral actions.

Table 2.4. Thematic topics included in the Brazilian Federal Court of Accounts’
audit report on the Accounts of the President of the Republic

f.AUdIted Thematic topic(s)

iscal year

2011 Government actions to support sustainable growth in Brazil

2010 The effectiveness of regulatory agencies in protecting consumers’ rights
Challenges facing urban mobility & deficiencies in urban planning

2009 Agrarian reform priorities, actors, programmes & resourcing

2008 Key education programmes & TCU control & oversight of each
Key social welfare programmes & accountability mechanisms for their delivery
Government efficiency in selected sectors

2007 Key infrastructure sectors & recent TCU control & oversight of each

2006 Planning, execution & oversight of voluntarily inter-governmental fiscal transfers
The electoral courts & their oversight of electoral campaigns
Major federal government assets in Latin America

2005 The roles, responsibilities & performance of Brazil's anti-corruption institutions
Challenges for creating an effective system of social control (i.e. citizen oversight)

2004 Main government actions to promote infrastructure in different sectors

2003 Impact of federal government policies to mitigate public violence

Sustainability of the public social security system
Key programmes for supporting food security among low-income populations

2002 Impact of the budget balance on federal public debt
Efficacy of federal policies to reduce regional socio-economic inequality
The military programme for surveillance & protection of the Amazon region

2001 Impact of outsourcing on human resources management in public sector entities
“Alvorada” project: Federal government project to enhance outcomes in 17 public programmes
“Brazil Entrepreneur” programme: Federal government programme intended to support small & medium-size enterprises
REFIS Programme: Federal government programme to refinance unpaid government debt
Government funding of the penitentiary system
The causes, consequences & government actions to address Brazil's energy crisis

Moreover, the focus of the TCU audit report on the CPR has changed over the last
decade, as evidenced by the varying relative attention accorded to different chapters: both
in terms of page numbers as well as the number of qualifications and recommendations.
Between FY 2001 and FY 2010 the audit report shifted focus from thematic topics
(2001-02) to compliance of budget execution with budgetary laws and regulations
(2003-04), regularity of the BGU (2004-06 and 2010) and compliance and performance
of government sectoral actions (2007-09) (Figure 2.1). Between FY 2001 and FY 2006
there was also an effort to reduce the size of the report, though this trend has since been
reversed with a renewed focus on the compliance and performance of government
sectoral actions.
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Figure 2.1. Evolution of the Brazilian Federal Court of Accounts’ audit report
on the Accounts of the President of the Republic

A. Page numbers by report chapter, by audited fiscal year

B Introduction, opinion & conclusions
@ Brazil's economic performance
O [Compliance of] Budget execution [with budgetary laws & regulations]
@ [Compliance & performance] of government sectoral actions
O [Regularity of the] BGU
@ [Assessment of] Thematic topic(s)
0O [Status of] Recommendations from previous audit of CPR
B Other
800

700
600 -
500 -
400 -
300 -
200 -
100 -

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

B. Number of qualifications and recommendations by report chapter, by audited fiscal year

W Brazil's economic performance

O [Compliance of] Budget execution [with budgetary laws & regulations]
O [Compliance & performance] of government sectoral actions

O [Regularity of the] BGU

@ [Assessment of] Thematic topic(s)

O [Status of] Recommendations from previous audit of CPR
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Clarity of reported objectives and main findings

This section compares the TCU audit opinion on the CPR against the principles for
government audit reporting established in ISSAI 400, and the clarity of the qualifications
and recommendations. The analysis highlights that the TCU could enhance clarity of its
audit opinion on the CPR particularly with respect to i) the subject matter to which it
refers (i.e. that the opinion explicitly relates to the CPR); ii) the objective of the audit
opinion, providing “positive assurance” of what is being tested and “negative assurance”
of what is not being tested; iii) the audit standards followed in conducting the audit; and
iv) the presentation of the audit opinion. Moreover, the TCU could frame its other audit
conclusions in order to highlight the significance and expected impact of addressing the
qualifications and implementing the recommendations on government accountability and
performance; this too could better guide the primary audiences’ understanding.

Aligning the opinion with international standards to better guide audiences’
understanding of its meaning

The audit opinion on the CPR could be aligned with the principles for the form and
content of audit reporting recognised in ISSAI 400; many of these are currently not
addressed (Table 2.5). ISSAI 400 states that the form and content of audit reporting
should include i) clear identification of subject matter; ii) the objectives of audit;
iii) the legal basis for the audit; iv) the relevant audit standards followed in conducting the
audit; v) the use of a suitable title for audit reporting; vi) completeness of audit reporting
with the subject matter; vii) details on to whom the audit is addressed; and viii) the
signature and date of the issuing authority.

The audit opinion could more clearly identify the subject matter to which it refers,
i.e. the title of the document to which the opinion relates. As it is, the audit opinion makes
reference to the “Accounts of the Federal Executive” (Contas do Poder Executivo) and
the relevant articles of the 1988 Constitution that oblige the President of the Republic to
render accounts and for the TCU to issue an audit opinion on these accounts. There is,
however, no mention in the audit opinion of the precise title of the CPR presented to the
National Congress — i.e. the CPR for Fiscal Year 20XX. Moreover, the audit opinion
states that it is based on TCU analysis of the BGU and the report by the central authority
for Internal Control System of the Federal Public Administration — but it does not clearly
state that these two elements collectively make up the CPR, as defined in the Organic
Law on the TCU.

Clear identification of the subject matter is particularly significant as the audit
opinion on the CPR is not characterised by “completeness”: i.e. the opinion is not
appended to and published together as one with the CPR. Rather, the audit opinion is
appended to and published together with the audit report. The incompleteness of the audit
opinion is a consequence of the process for consolidated year-end government reporting,
as defined in the Constitution since 1934: the TCU audits the CPR after the President of
the Republic has presented it to the National Congress. New technologies, however, could
enable the audit opinion to be appended to, and presented together with, the online
version of the CPR. At present the electronic version of the CPR and audit opinion
remain separate and distinct documents. The TCU does not provide a hyperlink from the
dedicated webpage hosting its audit opinion to the dedicated webpage hosting the CPR.
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The audit opinion on the CPR could explicitly and unambiguously articulate the
objective of this control and oversight process, recalling that defined in the TCU Internal
Rules. The audit opinion on the FY 2011 CPR makes only implicit reference to the audit
objective; nonetheless, that opinion represents an improvement on previous opinions for
the CPR. For example, the audit opinion on the FY 2010 CPR made no reference to
whether budget execution, and other operations financed by federal public resources,
complied with the constitutional norms, laws and regulations. As noted previously, this is
one of the objectives of the audit opinion defined in the TCU Internal Rules since 2002.
However, in practice, the TCU does not make explicit what is being assessed, and what is
not in its opinion.

Moreover, the ambiguity of past audit opinions on the CPR was heightened because
the wording made reference to objectives of the audit report, implying that the audit
opinion also covered these objectives. Specifically, the audit opinion made reference to
providing “i) an assessment of whether implementation of the federal budget, and other
operations financed using federal public resources, complied with constitutional norms,
laws and regulations; i) the legitimacy, efficiency and economy of programmes in the
Annual Budget Law and the achievement of goals in the Budget Directives Law and
Pluri-annual Plan; and iii) the impact of federal budgetary and financial administration on
Brazil’s socio-economic development”. This wording was removed from the audit
opinion on the FY 2011 CPR.

The audit opinion could make reference to the standards or practices followed in
conducting the audit, how these standards compare with generally accepted audit
standards — as well as how the standards may be different to those used in the same audit
from the previous year. The only reference to standards in the audit opinion is that the
opinion seeks to assess whether the BGU is based on “applicable federal accounting
standards”. Reference to audit standards can assure audiences that the audit has been
carried out in accordance with generally accepted practices, and it comparable with other
public and private sector audits — and even other TCU control and oversight processes.
Information about changes in the audit standards and practices, can help audiences
understand differences in the main findings between years, especially as the TCU
enhances its audit capabilities and refines it audit strategies.

The TCU could state the meaning of its audit opinion in a format that is consistent
with its audits of year-end and ad hoc reports of individual accountable officials.
The audit opinion on the CPR has been “approved, with qualifications” for the last
decade. This format is not consistent with the opinions for the audits of year-end and ad
hoc reports of individual accountable officials (Table 2.6). The TCU explains that the
different format of the audit opinion on the CPR reflects its broad scope compared with
those other audits. However, an audit opinion need not be limited simply to one objective.
If deemed necessary, the TCU could issue different opinions for its various audit
objectives, such as: i) whether the BGU adequately represents the financial, budgetary,
accounting and asset positions as of 31 December; and ii) whether the implementation of
the federal budget, as well as other operations financed using federal public resources,
complied with constitutional norms, laws and regulations. In the longer term, and in line
with emerging good practice, the TCU may include an opinion on the reliability of
non-financial information included in the CPR.
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Table 2.6. Format for the Brazilian Federal Court of Accounts’ audit opinions
on the year-end and ad hoc reports of accountable officials

Format of audit opinions as defined by Organic Law on the TCU
(Federal Law 8 443/1992)

Format of audit opinions as defined by International Standards of
Supreme Audit Institutions (ISSAI 400)

A regular (regular) opinion is given when the TCU concludes that
the year-end report/ad hoc accounts provide a clear and objective
view of the financial statement and the legality, legitimacy and
economy of management actions of accountable officials (Art. 16.1)

A regular opinion with qualifications (regular com ressalva) is given
when the TCU concludes that there is evidence that the financial
statement is misstated or includes identified errors that do not result
in a loss to the state treasury (Art. 16.11)

An irregular (irregular) opinion is given when the TCU finds
evidence of: i) failure to submit a year-end report/accounts; i) illegal,
illegitimate or uneconomical management practices, or a violation of
laws and/or regulations related to accounting, financial, budgetary,
operational or asset management; iii) loss to the state treasury
attributed to an illegitimate or uneconomical management act; iii)
embezzlement or misappropriation of public funds, goods or assets.
The TCU may also issue an adverse opinion in the case of recurring
non-compliance with past audit determination(s) (Art. 16.11l)

Accounts are considered “unsettleable” (lliquidaveis) if the TCU
finds due to a fortuity or to force majeure, proven alien to the will of
the accountable official, it becomes materially impossible to issue an
opinion (Art. 19)

An unqualified opinion is given when the auditor is satisfied in all
material respects that: i) the financial statements have been
prepared using acceptable accounting bases and policies that have
been consistently applied; ii) the statements comply with statutory
requirements and relevant regulations; iii) the view presented by
the financial statements is consistent with the internal audit's
knowledge of the audited organisation; and iv) there is adequate
disclosure of all material matters relevant to the financial
statements (Para. 10)

A qualified opinion is given where the auditor disagrees with, or is
uncertain about one or more particular items in, the financial
statements that are material but not fundamental to an
understanding of the statements. The wording of a qualified opinion
normally indicates a satisfactory outcome of the audit subject to a
clear and concise statement of the matters of disagreement or
uncertainty giving rise to the qualified opinion. It helps the users of
the statements if the financial effect of the uncertainty or
disagreement is quantified by the auditor, although this is not
always practicable or relevant (Para. 13)

An adverse opinion is given where the auditor is unable to form an
opinion on the financial statements taken as a whole, due to
disagreement which is so fundamental that it undermines the
position presented to the extent that an opinion which is qualified in
certain respects would not be adequate. The wording of such an
opinion makes clear that the financial statements are not fairly
stated, specifying clearly and concisely all the matters of
disagreement. Again, it is helpful if the financial effect of the
financial statements is quantified where relevant and practicable
(Para. 14)

A disclaimer is given where the auditor is unable to arrive at an
opinion regarding the financial statements taken as a whole due to
an uncertainty or scope restriction that is so fundamental that an
opinion that is qualified in certain respects would not be adequate.
The wording of such a disclaimer makes clear that an opinion
cannot be given, specifying clearly and concisely all matters of
uncertainty (Para. 15)

Notes: ISSAI = International Standards of Supreme Audit Institutions; TCU = Federal Court of Accounts.

Source: Adapted from INTOSAI (2001), “Reporting Standards in Government Auditing”, International Standards of Supreme
Audit Institutions (ISSAI) 400, INTOSAI Professional Standard Committee Secretariat, Copenhagen, www.issai.org; Organic
Law on the TCU (Federal Law 8 443/1992).

From a presentational perspective, the audit opinion on the CPR published on the
TCU website could be made more consistent between years and with the version
transmitted to the National Congress. For example, the audit report on the FY 2010 CPR
included only the draft and not the final opinion of the TCU Plenary. There was no
reference to the votes of the individual TCU ministers — as is required by the Organic
Law on the TCU — or the remarks by the TCU President and TCU Prosecutor General as
in previous audit reports. Moreover, the audit report did not include the decision of the
TCU Plenary, as was included in the audit reports for the FY2008 and FY 2009 CPR
(Table 2.7). While the print version of the audit report transmitted to the National
Congress contains this information, it could also be provided to members of the public
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who access the documentation through the TCU website — the main channel that the audit
report is accessed (see Chapter 4 of this peer review).

Table 2.7. Materials accompanying the Brazilian Federal Court of Accounts’
audit of the Accounts of the President of the Republic

Audited A. Related to content B. Related to process
fiscal - - - Votes of individual Remarks by TCU President
year Draft TCU opinion Voted TCU opinion TCU Plenary decision TCU ministers & TCU Prosecutor General

2001 ° ° 0 ° °

2002 ° ° 0 ° °

2003 ° ° 0 ° °

2004 ° ° 0 ° °

2005 0 ° 0 ° 0

2006 0 ° 0 ° °

2007 0 ° 0 ° °

2008 0 ° ° ° °

2009 0 ° ° ° °

2010 ° 0 0 0 0

2011 0 ° 0 0 0

Notes:

TCU = Federal Court of Accounts; ® = Yes, o = No.

Reference to opinion in FY 2000-06 refers only to the opinion on the federal executive and not the opinions on year-end reports
of the Federal Senate, Chamber of Deputies, Federal Supreme Court (Supremo Tribunal Federal), Superior Court of Justice
(Superior Tribunal de Justica), Federal Courts (Justica Federal), Labour Courts (Justica Trabalhista), Electoral Reports
(Justiga Eleitoral), Military Courts (Justica Militar), the Courts of the Federal District and Territories (Justica do Distrito
Federal e Territorios) and the Public Prosecutor of the Union (Ministério Publico da Unido).

Framing main findings to highlight their significance for accountability and
performance

The main findings presented in the Chapter 8 of the audit report on the CPR,
i.e. “Conclusions”, tend to be technical and presented in an abstract manner. The TCU
does not seek to explain why qualifications matter in relation to the audit objectives, or
how addressing the qualifications and implementing recommendations can contribute to a
“cleaner” audit opinion and enhanced accountability and performance. Explaining clearly
the significance of qualifications and/or the rationale for implementing recommendations
can empower audiences of the TCU audit report to hold the government to account. The
TCU could also delineate qualifications and recommendations that apply to the audit
opinion and other audit objectives defined in the TCU Internal Rules, i.e. compliance
with the fiscal rules established in the Law on Fiscal Responsibility; the legitimacy,
economy and efficiency of programmes in the Annual Budget Law and achievement of
goals in the Budget Directives Law and Pluri-annual Plan; and the impact of the federal
budget and financial administration on Brazil’s socio-economic development.

Role of the audit report supporting the main findings

This section assesses the role of the audit report on the CPR and the compares its
content with the standards established in ISSAI 400. The analysis highlights that the TCU
could consider two specific actions to enhance the role of the audit report. First and
foremost, the TCU could strengthen the link between the audit report and main findings,
emphasising the role of the audit report to present information on the audit tests and
relevant evidence necessary to support understanding of the main findings. The TCU
could also concurrently assess whether specific elements of the current audit report could
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be better served as stand-alone products linked more closely with accountability and
decision-making processes in government. The audit of the CPR may not always be the
most appropriate vehicle for communicating this information to decision makers within
the executive and legislature, or the general public.

Strengthen the link between the audit report and its main findings, presenting
information on audit tests and relevant audit evidence

A key challenge facing the TCU is the disconnect between the content of is audit
report and the main findings on the CPR (i.e. opinion, qualifications and
recommendations). The audit report appears to have overshadowed the main findings,
foremost among them the audit opinion on the CPR. The audit report could be focused to
provide information on the tests conducted and evidence supporting the main findings.
The link between the audit report and main findings is relatively weak, and has declined
significantly between the audits of the FY 2004 and FY 2011 CPR (Figure 2.2).
Approximately 55% of the content of the audit report on the FY 2004 CPR was linked to
the conclusions, approximately half of which was attributed to the chapters containing
analysis related to the audit opinion. In comparison, only 13% of content of the audit
report on the FY 2010 CPR was linked to the conclusions, almost of all of which was
attributed to chapters containing analysis related to the audit opinion. Although the link
between the audit report and conclusions increased for the FY 2011 CPR, the relationship
is still limited and raises questions about the rationale for including content not linked
directly to the audit conclusions.

Figure 2.2. Link between the Brazilian Federal Court of Accounts’
audit report and conclusions on the Accounts of the President of the Republic

Share of audit report linked to conclusions, by audited fiscal year

@ Notrelated to audit opinion @ Related to audit opinion

60%

50%

40%

30%

20%

10%

0%

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Notes:

“Related to audit opinion” = Chapters 3 (“[Compliance of] Budget execution [with budgetary laws & regulations]”) &
5 (“[Regularity of the] BGU”)

“Not related to audit opinion” = Chapters 2 (“Brazil's economic performance”), 4 (“[ Compliance & performance of]
Government sectoral actions™) & 6 (“[Assessment] of Thematic topic(s)”).

See Annex 2.A1 for methodology.
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The current state of the audit report on the CPR can be seen as a response to two main
factors: i) a general concern over federal government financial reporting and; ii) a desire
to use this audit report to communicate conclusions and raise the visibility of other TCU
control and oversight processes conducted during the previous fiscal year. Table 2.8
presents a summary of these concerns/challenges, their hypothesised impact on audit
reporting on the CPR, the situation today and expected situation in the future.
Improvements in government reporting by the federal executive and enhanced TCU
communications raise the question as to the need to use the audit report on the CPR as it

is today.

Table 2.8. Factors contributing to the current state of the audit report
on the Accounts of the President of the Republic

Previous challenges

Hypothesised impact
on audit reporting on CPR

Situation today

Expected situation in the future

A. External to the TCU: Concern over federal government reporting

Systemic weaknesses over the
Internal Control System of the
Federal Public Administration,
including concern over the
independence of internal audit

CPR voluminous & indigestible -
5000 pages, 6 volumes -
undermining effective
transparency in financial
reporting

TCU sought to provide a
parallel narrative to the CPR
in its audit of this report, in
order to provide independent
information to National
Congress & the general
public

TCU sought to make
information contained in the
CPR more digestible for the
National Congress & the
general public

Internal audit function
centralised within CGU;
attention focused on introducing
a risk-based approach & use of
new techniques; however,
internal control still remit of
internal auditors, not managers

CPR has been condensed with
the objective of making
information more transparent
(1300 pages, 1 volume)

More risk-based approach to
internal control within the
federal public administration,
providing more reliable
information in the CPR

Federal executive to improve
usability of CPR, reflecting
commitments to international
agreements (e.g. Open
Government Partnership, Global
Initiative on Fiscal
Transparency)

B. Internal within the TCU: Promoting the visibility of control and oversight processes

Limited interaction between TCU
& National Congress (&
committees) — focused only on
year-end report & quarterly
activity reporting, as outlined in
the Organic Law on the TCU

TCU communications function
focused narrowly on publishing
information on its decisions &
reports, preparing TCU ministers
on media engagement, &
strengthening internal
communications

Limited availability of TCU
instruments to provide a
whole-of-government level, with
most activities focusing at a
micro-level, not permitting the
elevation of cross-cutting issues
& risks within the public
administration

TCU sought to use year-end
report to raise awareness of
the findings of its main control
& oversight activities
conducted during the
previous reporting period

Growing interaction between
the TCU & the National
Congress (& its committees)
with a revised mandate of the
TCU Congressional Advisory
Service since 2008 & a policy of
proactive engagement with the
National Congress

Improved reporting to the media
& other external stakeholders,
with a revised mandate for the
TCU Secretariat of Social
Communications & a policy of
proactive communication

TCU has begun to publish
thematic reports presenting
main challenges & risks facing
the federal government,
aggregating main findings &
recommendations (e.g. public
works, 2014 World Cup, 2016
Olympics)

Continuation of situation today

Development of a TCU
institutional & product-specific
communications strategy,
drawing on an understanding of
the needs of specific audiences
& targeted communications
research

More systematic publication of
thematic reports presenting
main challenges & risks facing
the federal government,
aggregating main findings &
recommendations for all
government sectors/ functions

Notes: CGU = Office of the Comptroller General of the Union; CPR = Accounts of the President of the Republic;
TCU = Federal Court of Accounts.
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As aresult of discussions linked to this peer review, the TCU has already taken action
to partially address this observation. For example, Chapter 5 of the audit report on the
FY 2011 CPR was significantly reconfigured to provide only information that
substantiates its qualifications and recommendations on the BGU. This marks a departure
from the previous audit report in which the analysis on the BGU was descriptive. This is
not the case for the other chapters of the audit report which continue to provide a
narrative of the federal executive’s performance rather than presenting information on
key risks and challenges affecting government reporting and performance substantiated
by audit tests. In addition, the audit conclusions on the FY 2011 CPR included, for the
first time, explicit reference to the relevant chapter and section that they were related.

The TCU could further address this disconnect by questioning the role of the audit
report to provide a narrative of government performance and to communicate conclusions
from other control and oversight processes.

Question the role of the audit report to provide a narrative of government
performance

The TCU audit report of the CPR appears to provide a narrative of the federal
executive’s performance over the last fiscal year. Chapters 2, 3 and 4 of the audit report
closely follow the structure and content of the CPR (Table 2.9). Moreover, the audit
report does not systematically assess the information reported in the CPR but presents a
separate assessment of government performance using information from many of the
same sources as the federal executive. For example, Chapters 3 and 4 of the audit report
on compliance with budget execution and performance of government sectoral actions,
respectively, do not discuss information reported in the corresponding parts of the CPR.
Instead, the TCU sources information from the federal executive’s management
information systems and other materials requested from the federal executive by the
TCU. Similarly, Chapter 2 of the audit report focuses on Brazil’s economic performance
does not discuss information contained in Part I of the CPR. Rather, the TCU presents its
own assessment using data from public sector entities released after the CPR has been
presented to the National Congress.

The current state of the audit report can be understood in part as a response to TCU
concern over the reliability of government financial reporting and the level of “effective”
transparency provided by the CPR in the past. Prior to 1987 federal government financial
management was characterised by fragmented accounting systems, long delays in
financial reporting, and significant reporting inconsistencies. The conclusions of a 1992
TCU audit of the Internal Control System of the Federal Public Administration and the
1993 “Budgetgate” Congressional Inquiry revealed alarming ineffectiveness of internal
controls (OECD, 2012). Moreover, during the 1990s and early 2000s, the CPR was
presented in five volumes approximating 5 000 pages, making it voluminous and
indigestible and so undermining effective transparency — or the presentation of
information in a manner that supports its effective use.
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Table 2.9. Structure of Brazilian Federal Court of Accounts’ audit report
and the Accounts of the President of the Republic

Based on FY 2010 CPR and the corresponding TCU audit report

Audit report on FY 2010 CPR

FY 2010 CPR

Introduction (Chapter 1)

Chapter 2: Performance of the macro economy & achievement of
macroeconomic policy objectives, including GDP, employment,
inflation, the balance of payments & federal government debt

Chapter 3: The performance of budget execution, including
comparison of actual outcomes against the budget approved by the
National Congress & its subsequent amendments & compliance
with targets contained in the Law on Fiscal Responsibility & Budget
Guidelines Law

Chapter 4: Performance by function of government, including level
of financial & physical implementation of the Growth Acceleration
Programme & Pluri-annual Plan

Chapter 5: The regularity of the BGU, based on criteria of

Introduction

Part 1: Economic policy & performance of the government
sector, including GDP, inflation & monetary policy, labour market
& employment, balance of payments & federal government debt
Part 2: Management of general & social security budgets,
including comparison of actual outcomes against the budget
approved by the National Congress & its subsequent
amendments

Part 3: Management of investment budget of state-owned &
mixed-economy enterprises

Part 5: Management of official development agencies, e.g. Bank
of Brazil & Brazilian Development Bank

Part 4: Actions by government function, including the actions &
activities of federal ministries, official development agencies &
external funding

Part 6: BGU

materiality, accounting rules & procedures

Chapter 6: Thematic topic(s) selected by the TCU minister

responsible for the audit of the CPR

Part 7: Measures adopted by the federal government to
implement recommendations contained in the previous TCU
audit of the CPR

Chapter 7: Implementation of past recommendations contained in
the previous TCU audit of the CPR

Chapter 8: Conclusions & recommendations originating from the
present audit of the CPR
Chapter 9: TCU audit opinion on the CPR

Notes:

BGU = Consolidated financial statement of the federal government; CPR = Accounts of the President of the Republic; GDP =
Gross Domestic Product; TCU = Federal Court of Accounts.

Improvements in financial reporting, internal control and transparency raise the
question of whether the TCU still needs to provide a narrative of the federal executive’s
performance in the audit report on the CPR (Table 2.8A). The Internal Control System of
the Federal Public Administration has undergone significant change during the last
20 years. Computerisation of the federal government’s back-office systems, core among
them the Federal Government Integrated Financial Administration System (Sistema
Integrado de Administra¢do Financeira do Governo Federal, or SIAFI), has improved
internal control and financial reporting. Moreover, in 2001 the federal government
promulgated a new framework for internal control. Within this framework the CGU was
created to co-ordinate, develop and oversee the functioning of internal control across the
public administration. As part of this authority, the CGU has developed its knowledge of
public sector entities, their programmes and risks facing their operations. The CGU has
also introduced computer-assisted audit tools and piloted operational risk management
methodologies.

The federal executive has also taken a number of concrete actions to enhance the level
of effective transparency of government reporting and government operations. In 2006/07
the CGU, together with the Secretariat of the National Treasury (Secretaria do Tesouro
Nacional, or STN), announced plans to enhance the CPR. This included actions to
simplify the reporting format of the CPR and to provide information to substantive the
federal executive’s performance.” While some data suggests that these changes have not
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had a demonstrable impact on the level of transparency per se — Brazil already compared
relatively favourably with other countries (Figure 2.3) — the changes are reported to have
enhanced the level of effective transparency.

Moreover, Brazil has taken a lead role in a number of international initiatives
to enhance transparency suggesting a desire to further enhance and sustain transparency
in financial reporting. Actions have included undertaking an OECD peer review on
transparency and internal control policies within the federal public administration in 2011
(OECD, 2012); founding the Open Government Partnership, a multilateral initiative to
promote transparency and harness new technologies for good public governance in 2011;
and founding the Global Initiative for Fiscal Transparency, a multilateral initiative to
enhance transparency, citizen engagement and accountability in fiscal management in
2012.

Figure 2.3. Explicit disclosures in the consolidated year-end government reporting in Brazil
and selected countries

Left scale representing level of transparency, on scale of 0 (low) to 1(high), by audited fiscal year
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Note: See Annex 2.A2 for methodology.

Question the role of the audit report to communicate main findings from, and promote
visibility of, other TCU control and oversight processes

Another cause of the disconnect between the audit report and main findings is the use
of this report to provide a synthesis of main findings from other TCU control and
oversight processes conducted during the previous year. In some cases, these processes
are directly linked to with the audit objectives of the CPR. For example, the audit report
draws upon the conclusions of TCU oversight of fiscal management reports on
compliance with fiscal rules issued by each branch of the federal government every four
months. However, the challenge arises when the conclusions of TCU control and
oversight processes from the previous year are not linked to the objectives and necessary
tests supporting the audit of the CPR — such as in Chapter 4 of the audit report on
government sectoral actions.
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The current state of the audit report can be understood as a consequence of the
significance attributed to this specific audit both externally and internally within the TCU
(Table 2.8B). The presentation of the audit opinion on the CPR is a considered a key
moment of accountability within Brazil’s federal government. The audit is a fixed task of
the TCU, its first constitutional responsibility, and one of its most longstanding activities,
having been conducted since 1892. This TCU audit is also the most comprehensive,
allowing the elevation of significant issues and risks cutting across the federal executive.
Although the TCU conducts more than 8 000 control and oversight processes each and
every year, most are focused at a micro level. Between 40% and 50% of all TCU
processes focus on the responsibility of individual accountable officials, through audits of
their respective year-end and ad hoc reports (Table 2.10, rows A1-A2). A further 30-40%
of all processes are initiated by external requests — most of which respond to reports of
suspected irregularities (Table 2.10, rows B2.2-B2.3).

The TCU external communications has been somewhat limited in the past. Until the
early 2000s the TCU communication activities focused more narrowly on the publication
of its audit conclusions in the Official Gazette of the Federal Government of Brazil
(Diario Oficial da Unido), the Official Journal of the TCU (Didario Oficial da TCU) — and
since the late 1990s on the TCU Internal portal. The TCU was not focused on ensuring
that its primary audience were aware and understood its audit main findings, or to engage
the broader public on issues of accountability and public governance.

Improvements in TCU external communications and relations with the National
Congress raise the question of whether the TCU still needs to use the audit report on the
CPR to communicate conclusions from other control and oversight processes. Since 2008
the interaction between the TCU and the National Congress and media has grown
significantly. This has been shaped by a push internally within the TCU since 2008 for its
Congressional Advisory Service (Assessoria Parlamentar, or Aspar) to engage more
closely with the National Congress. It has also been influenced by an increase in the
profile and resourcing of the TCU communications unit (Secretaria de Comunicag¢do, or
Secom) since 2010 (see Chapter 4 of this peer review). Moreover, in recent years the
TCU has begun to produce thematic reports, such as on public works procurement, the
2014 World Cup and 2016 Olympic Games.

Use the TCU powers to enhance consolidated year-end government reporting
rather than the audit report

The TCU could focus its attention on positively shaping the CPR rather than using it
to provide an independent assessment of government performance and to communicate
the main findings of other control and oversight processes conducted during the previous
fiscal year. The TCU is in a unique position to positively shape the CPR. The Organic
Law on the TCU grants Brazil’s SAI the authority to shape the content of the report by
the central authority of the Internal Control System of the Federal Public Administration
which, together with the BGU, makes up the CPR. As discussed in Chapter 1 of this peer
review, the Organic Law on the TCU states that the CPR should comprise two elements:
i) the BGU; and ii) a report by the central authority of the Internal Control System of the
Federal Public Administration. The General Norms for the Preparation and Control of the
Budget and Financial Statements define the content of the BGU, with the Federal
Ministry of Finance regulating the accounting basis for the statements.
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Table 2.10. Brazilian Federal Court of Accounts’ control and oversight processes

Audited fiscal year

Control & oversight processes, by type 2006 2007 2008 2009 2010

A. Control processes 3079 2 865 3698 4028 3270
A1. Audits of the year-end reports of accountable public officials 1366 1337 1773 2062 1114

A2. Audits of ad hoc reports of accountable public officials 1712 1527 1924 1965 2155

A3. Audit of the Accounts of the President of the Republic (CPR) 1 1 1 1 1

B. Oversight processes (=B1+B2+B3+B4) 3142 3902 4549 5104 4835
B1. Initiated by TCU (B1.1+B1.2+B1.3+B1.4+B1.5) 665 716 612 697 809
B1.1. Background research 322 258 201 284 104

B1.2. Audits 201 123 140 182 595

B1.3. Inspection 57 284 225 158 25

B1.4. Accompaniment 37 27 18 28 41

B1.5. Monitoring 48 24 28 45 44

B2. Initiated by external request (B2.1+ B2.2+B2.3) 1985 2736 3448 3828 3398
B2.1. National Congress requests 76 104 94 127 160

B2.2. Complaints 267 429 491 523 522

B2.3. Representations 1642 2203 2863 3178 2716

B3. Inquiries 59 87 68 84 66

B4. Other processes 433 363 421 495 562

C. Total processes (=A+B) 6 221 6767 8 247 9132 8105

Notes:

TCU = Federal Court of Accounts.

Audits of the year-end reports of (individual) accountable public officials aim to verify the legality, economy, legitimacy,
efficiency and efficacy of the use of budgetary and non-budgetary resources.

Audits of ad hoc reports of accountable public officials aim to investigate possible illegal or illegitimate activity
(e.g. embezzlement, diversion of funds, property or public value), and calculate sanctions as necessary.

The term “accountable official” is defined as “public administrators and other individuals responsible for public money, goods
and assets within the direct and indirect federal public administration” (1988 Constitution, Art. 70).

The audit of the Accounts of the President of the Republic (CPR) aims to verify the legality, economy, legitimacy, efficiency and
efficacy of the use of budgetary and non-budgetary resources.

Background research aims to support better knowledge and understanding of the functioning of administrative units,
governmental systems, programmes, projects and activities; it may also be used to identify areas of future attention by the TCU.

Audits may include i) financial audits to examine the financial statements of a specific public organisation; i) compliance audits
to examine the legality and legitimacy of management acts; and iii) operational (performance) audits to examine the economy,
efficiency and effectiveness of public organisations, programmes and activities.

Inspections aim to clarify doubts or gaps created by lack of information or omission. Inspections are also used for verifying
complaint and representation processes.

Accompaniments aim to examine the legality and legitimacy of management acts from an accounting, financial and budgetary
perspective, and to evaluate public organisation’s systems, programmes and activities, with a focus on economy, efficiency and
efficacy.

Monitoring verifies implementation and compliance with TCU audit determinations.

Oversight processes initiated at the request of National Congress may include requests for information, audits and inspections by
the Presidents of the Federal Senate and Chamber of Deputies and the chairs of congressional commissions.

Complaints refer to activities to investigate reports made by private, non-government organisations and the public denouncing
an irregularity or illegality concerning the public administration.
Representations refer to activities to investigate reports made by public authorities and TCU technical units/officials denouncing
an irregularity or illegality concerning the public administration.

Inquiries relate to doubts over the application of legal and regulatory devices addressed to the TCU by the President of the
Republic; the Presidents of the Federal Senate and Chamber of Deputies or the chairs of congressional commissions; the
President of the Supreme Federal Court or superior courts; the Attorney General of the Union; Prosecutor General of the Union;
ministers of state or any authorities within the federal executive, as well as armed forces commanders.
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The Organic Law on the TCU gives the Brazil’s SAI authority to define the content of
the report by the central authority of the Internal Control System of the Federal Public
Administration, which it does through the annual instruction (aviso). The TCU sends this
instruction to the CGU every October, requiring the federal executive to furnish
additional information in the CPR (see Chapter 3 of this peer review. The TCU can also
positively shape the CPR more informally through its working meetings with the CGU.
Both TCU and CGU officials report that they have engaged in greater co-ordination and
co-operation over the CPR in recent years.

In particular, the TCU instruction could be used to focus the attention of the federal
executive to enhance the qualitative characteristics of reported information and not just
the display of core information and disclosure of supporting information as currently is
the case. Qualitative dimensions include infer alia the relevance, intelligibility,
verifiability and comparability of the information presented by the federal executive.
The TCU could, for example, subsequently include a normative assessment of the federal
executive’s compliance with the qualitative dimensions of the CPR in this audit.
Moreover, this instruction could be used to require the federal executive to make explicit

assertions — or statements of compliance — regarding information in the CPR.
These assertions could subsequently be audited as part of the tests supporting the audit
objectives.

To ensure that actions to positively shape the CPR are aligned with the needs of the
report’s primary audiences, the TCU could take specific action to understand challenges
and barriers facing its use. The independence and objectivity of the TCU make it a
meaningful vehicle to moderate and balance the views of the National Congress.
In seeking to understand challenges and barriers facing the use of the CPR, the TCU may
consider co-ordinating and co-operating with the CGU and the Secretariat of the National
Treasury to enhance the CPR. Those two bodies are, as noted previously, responsible for
the preparation of the CPR. In engaging with the CGU and the Secretariat of the National
Treasury, the TCU may reflect on the existing international guidelines on “Co-ordination
and Co-operation between SAls and Internal Auditors in the Public Sector” to effectively
manage any risks that could arise (INTOSALIL 2010).

Assess whether elements of the audit report could better linked to accountability
and decision making

The TCU could give closer consideration to the content of its audit report and the
timing of the federal government’s accountability and decision-making processes.
For example, analyses of government debt, the primary surplus, and compliance with
targets set in the Law on Fiscal Responsibility contained in the audit report are made
available relatively late in congressional deliberations on the macro-fiscal framework for
the forthcoming annual budget (Figure 2.4). The Budget Directives Bill is characterised
as Brazil’s pre-budget document (Blondal, Goretti and Kristensen, 2003). The OECD
(2002) “Best Practices for Budget Transparency” considers that the pre-budget document
should explicitly state the government’s long-term economic and fiscal policy objectives
and medium-term policy intentions for the forthcoming budget and, at a minimum, the
following two fiscal years.
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Figure 2.4. Link between the Federal Court of Accounts’ audit reporting on
the Accounts of the President of the Republic and federal government budget decision-making processes

Example of Chapter 2 of the audit report and discussion of macro-fiscal budget framework

Federal executive presentsits Budget TCU tables auditon Accounts of the
DirectivesBill (i.e. pre-budgetstatement) Presidentofthe Republic
v v
March April May | June | July
| | | | |
H A
National Congress begins discussion on National Congress votes on Budget
BudgetDirectives Bill DirectivesBill

Source: Adapted from Blondal, J.R., C. Goretti and J.K. Kristensen (2003), “Budgeting in Brazil”, OECD Journal on Budgeting,
Vol. 3, No. 1, pp. 97-131, doi: 10.1787/budget-v3-1-en, www.oecd.org/brazil/40139608.pdf.

More generally, the TCU could take concrete actions to understand when the
information currently contained in its audit report on the CPR could be most useful with
respect to scrutiny of past and the formulation of future annual budgetary laws within the
federal executive and the National Congress. Specific attention could also be given to
whom this information is useful. Attention could be directed not only at the Planning,
Budget and Oversight Joint Committee, but also sectoral committees within the National
Congress. Within the federal executive attention could be given to the Office of the
President of the Republic and the Federal Ministry of Planning, Budget and Management,
the Federal Ministry of Finance, the CGU and/or federal ministries. Finally, the TCU
could take concrete actions to understand the level at which information is useful for the
needs of these different audiences, i.e. whole-of-government, function of government
and/or ministry portfolio.

In a similar regard, it is not known whether presenting information on material
challenges and risks affecting reporting and performance within the federal executive is
best suited to the reporting of the audit opinion on CPR. One response could be to
develop other reports that synthesise the control and oversight processes of the TCU
according to different government functions and/or public sector entities. For example,
the United Kingdom National Audit Office produces a number of reports on central
departments, consolidating its work and knowledge to support its ongoing efforts and to
promote best practice. It also produces overviews of individual major government
departments (17 in all) (Box 2.1).
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Box 2.1. Supreme audit institution reporting on financial management and reporting:
The United Kingdom’s National Audit Office

The United Kingdom National Audit Office (NAO) releases periodic reports on financial management
focusing on individual government departments as well as on a government-wide level.

Examples of these reports include:
e financial management practices in central departments; and

e  overviews of central departments.

Financial management practices in central departments

These reports provide an overview of the department’s financial management against a model developed by
the NAO. That model focuses on financial governance and leadership, financial planning, finance for decision
making, financial monitoring and forecasting, and financial and performance reporting.

The reports are structured around:

e the department’s operating environment, including its responsibilities, funding and delivery landscape,
and organisation of financial management responsibilities;

e financial governance and leadership, including financial skills; internal controls and risk management;
and how the department oversees its arm’s-length bodies; and

e  planning, monitoring and performance reporting: examining planning and decision making; financial
monitoring and forecasting; and financial and performance reporting.

The NAO also periodically publishes synthesis reports drawing upon the findings of reports on individual
central departments. Examples are Managing Financial Resources to Deliver Better Public Services (February
2008) and Progress in Improving Financial Management in Government (March 2011).

Overviews of central departments

These reports cover NAO work on central departments; they provide a quick and accessible overview of
each department, focusing in particular on where the NAO believes the department’s performance could be
improved using examples from its published work.

The reports cover:

e information about the department, including its responsibilities, how it is organised, how it spends
public funds, recent developments, operational and corporate risks, capability and leadership;

e financial management, including budget outturns, improvements in efficiency, findings of NAO
reports on financial management and efficiency, summary of NAO audit findings, and issues raised in
the statement of internal control,;

e use of information, including performance reporting in annual reports and business plans, performance
reported by department, testing the reliability of performance data, and use of information by
department

e  service delivery;

e index of NAO publications specifically focusing on the department, cross-government reports of
relevance to the department; and

e index of other government reports on the department, such as those by the public accounts committee
and capability reviews.
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Conclusions and recommendations

The TCU has sought to broaden the formal audit objective and reporting on the CPR
to provide a more holistic basis for holding the federal executive to account. With this
development attention has detracted from the audit opinion, and the regularity
(i.e. the integrity) of federal executive’s reporting, the primary responsibility of the TCU
under the 1988 Constitution in relation to the CPR. While the development of the audit
report is a positive development it should not come at the expense of the audit opinion.
In part recognition of this fact, the TCU has begun a process of reforming audit reporting
on the CPR, with specific attention on the BGU. Reforming audit reporting on the CPR
could be broadened as many of the historical factors that appear to have contributed to the
current state of audit reporting are less relevant today and, based on current trends, are
expected to become even less relevant in the future.

The TCU could consider implementing a number of recommendations to advance its
audit reporting on the CPR. At the core of these recommendations is the proposition to
provide clear and concise information about the audit objective and main findings, and
strengthening the link between the audit report and the main findings. In the short term,
the TCU could align the content and format of the audit opinion with the ISSAI 400.
This could be supported by actions to frame the audit main findings by discussing the
expected impact of addressing the qualifications and implementing the recommendations
on government accountability and performance. Moreover, focusing the attention of the
audiences of the audit report on competent and relevant audit evidence can help guide
audiences’ understanding of how the main findings were reached. In the medium-term,
the TCU could assess the objective of its audit reporting vis-a-vis the financial reporting
by the federal executive.

Box 2.2. Recommendations for the Brazilian Federal Court of Accounts:
Audit objectives and reporting

Audit objective

e The TCU could focus on positioning the CPR as a key document for government accountability and
decision making, and positioning the audit reporting as an independent assurance of information reported in
the CPR. In doing so:

— Employ the position of the TCU as an auxiliary body of the National Congress to understand the level of
understanding and use of the CPR by the Planning, Budget and Oversight Joint Committee and other
sectoral committees, while safeguarding TCU independence;

— Explore possible co-operation and co-ordination with the CGU and STN to understand how the CPR is
used by key audiences, taking into consideration standards to safeguard TCU independence, while
safeguarding TCU independence; and

— Utilise the authority of the TCU to shape and enhance qualitative characteristics of the CPR, specifically
the relevance, reliability, intelligibility and comparability of reported information.

Audit conclusions

e  Align the audit opinion with INTOSAI “Reporting Standards in Government Auditing” (ISSAI 400) to
better guide audiences’ understanding of its meaning. /n doing so:

— Align the form and content of the audit opinion with the principles contained in ISSAI 400, clearly
specifying i) the explicit title of the subject matter to which the audit opinion relates; ii) the objectives of
the audit, and what it does and does not provides assurance; and iii) (national and/or international)
standards or practices followed in conducting the audit, and how these standards and practices have
changed between years; and
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Box 2.2. Recommendations for the Brazilian Federal Court of Accounts:
Audit objectives and reporting (cont.)

— Align the format of the audit opinion with the format for audit opinions on the year-end and ad hoc
reports of accountable public officials, to avoid ambiguity and facilitate monitoring and reporting of
actions taken by the federal government to address material weaknesses in the CPR.

e [f deemed necessary, issue multiple opinions addressing individually i) the regularity of the financial
statements of the federal government; and ii) compliance of budget execution with constitutional norms,
laws and regulations.

e In the longer term, and in line with emerging good SAI practice, the TCU may wish to include an audit
opinion on the reliability of non-financial information reported in the CPR.

e Frame audit qualifications and recommendations to better guide audiences’ understanding of their
significance, on government accountability and performance.

e  Delineate qualifications and recommendations that apply to the audit opinion and other audit objectives
defined in the TCU Internal Rules.

Audit report

e  Assess whether the impact of individual chapters of the current audit report could be enhanced by releasing
them at different times in the accountability and decision-making cycle. In doing so:

— Take concrete actions to understand when information contained in the TCU audit report could be most
useful with respect to assessment of the implementation of the past — and the formulation of subsequent —
Budget Directives and Annual Budget Laws within the federal executive and the National Congress;

— Take concrete actions to understand for whom this information could be useful, e.g. National Congress’
Planning, Budget and Control Joint Committee and/or sectoral committees and the federal executive (i.e.
Office of the President of the Republic, Federal Ministry of Planning, Budget and Management, Federal
Ministry of Finance, CGU and/or federal ministries);

— Take concrete actions to understand what level of information is most useful to the needs of the primary
audience — i.e. whole-of-government, function of government, and/or ministry portfolio; and

— Assess the cost-benefit of including an assessment on macroeconomic performance in the audit report,
considering the timeliness of information for the formulation and discussion of the Budget Directives
Law and Annual Budget Law.

Notes

1 The 2000 Law on Fiscal Responsibility establishes a general framework for budgetary
planning, execution and reporting, applicable to all levels of government. It is a
"complementary law", requiring a qualified (absolute) majority of the National
Congress to be modified. The law comprises general targets and limits for selected
fiscal indicators, corrective institutional mechanisms in case of non-compliance, and
institutional sanctions for non-compliance.

2 The Budget Directives Law is an annual law establishing directives for the
formulation and execution of the federal budget over a medium-term framework of
three years. It must be submitted to the National Congress for examination and
approval 4.5 months before submission of the Draft Annual Budget Law. The Pluri-
annual Plan sets the government’s priorities over the medium term, together with
explicit targets and indicative budgetary appropriations at the programme level. It is

BRAZIL’S SUPREME AUDIT INSTITUTION © OECD 2013



122 2. AUDIT OBJECTIVES AND REPORTING

released during the first year of every administration and spans the entire term of the
administration.

3 Other changes to the Accounts of the President of the Republic (CPR) have included
i) the use of graphic design, colour printing and quality paper in the report;
ii) the preparation of a magazine to accompany the report, providing summary
information about the report in an accessible manner (i.e.a citizens guide);
iii) distributing a copy of the report to the National Congress, the main libraries in
Brasilia and the bodies responsible for its production, as well as state and municipal
governments; and iv) assigning to the report an International Standard Serial Number
(ISSN) to support its cataloguing and classification.
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Annex 2.A1

Link between the audit report and main findings

The FY 2006-11 CPRs were analysed to identify the relationship between the audit
report and main findings. The term “main findings” as used in this chapter refers to the
audit opinion, qualifications and recommendations on the CPR. An audit opinion is
normally in a standard format, which obviates having to state at length the findings of all
audit tests but nonetheless conveys a message in an understandable context.
Qualifications are material issues identified that may affect the audit conclusions.
Recommendations are suggestions to the federal executive in order to improve processes
and enhance government reporting, performance and accountability.

The analysis was conducted based on the following steps:

e All qualifications and recommendations included in the Conclusions chapter of the
audit report (i.e. Chapter 8) were listed, and where applicable recommendations
mapped to qualifications so as to avoid double counting of pages linked to both.

e An assessment of the link between each qualification and recommendation and
Chapters 2 through 7 of the audit report. For FY 2011, the published qualifications
and recommendations already included reference to the chapter and section of the
audit report. For the analysis of FY 2006-10, the TCU was provided an opportunity to
review and comment on the assessment. No changes were requested by the TCU.

e The pages containing the audit evidence for each qualification and recommendation
were counted. Where qualifications and recommendations were explicit in only one
paragraph, all pages that were linked to the chapter section were counted, as
contextualisation is considered relevant for understanding the qualifications and
recommendations. Pages of the audit report were only counted once, irrespective of
how many qualifications and recommendations were linked to them.

Table 2.A1.1 presents the analysis of the TCU audit report on the FY 2010 CPR.
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Table 2.A1.1. Supporting data on link between the audit report and main findings
for the FY 2010 Accounts of the President of the Republic

Start End Total
page page | pages
Total pages 13 468 446
Pages not considered 1 488 42
Pages in Chapters 3 and 5 linked to qualifications and recommendations 51
Pages in Chapters 2, 4, 6 and linked to qualifications and recommendations 55
% of total 12.3%
% of total pages relating to Chapters 3 and 5 11.4%
# Qualifications Recommendations Chapter Start End Total
page page  pages
i 1 0,
LO.W .|r.nplementat|.o n- 20/‘.’ ~ Prioritise the implementation of priorities & goals in
1 priorities & goals included in the the Budaet Directives L ther discret 3 70 72 3
2010 Budaet Directives Law Budget Directives Law over other discretionary
g actions
(Federal Law 12 017/2009)
Implementation of General & Social
Security Budgets without sufficient
available funds, compromising the
reliability of the financial statements ~ Present within 90 days studies with proposals to curb
2 by source of funds & compliance budget execution where financial resources are 3 83 85 3
with the Law on Fiscal insufficient
Responsibility (Art. 8), which
requires that resources be used
only for their intended purpose
Focus oversight on implementation of the Investment
3 Budget, in compliance with the limits established in
the 1988 Constitution (Art. 167.11)
Implementing the Investment Restrict Investment Budget expenditure that exceeds
4 Budget without sufficient available the budget appropriations, in compliance with the 3 164 169 6
funds limits established in the 1988 Constitution
(Art. 167.11)
5 Observe Investment Budget limits in compliance with the
limits established in the 1988 Constitution (Art. 167)
Differences between values of
collection of outstanding debt for Adopt an action plan within 30 days, to match values
6 FY 2010 recorded in SIAFI & those  of the collection of outstanding debt in the SIAFI & 3 9% 101 4
contained in the National Finance National Finance Prosecutor General’s Integrated
Prosecutor General’s Integrated Debt Registration System
Debt Registration System
Identify the remaining balances of public sector
7 entities, & take any necessary steps for the 5 371 405 35
appropriate values in SIAFI
Evaluate the appropriateness of including, in the
federal government's consolidated balance
statements, the balances related to the Army
8 Housing Foundation, Indigenous Heritage (Funai),
Accounting inconsistencies and Energy Development Fund and Global Reserves
inadequate procedures detailed in Fund, noting the fact in the BGU explanatory note
the report that affect the disclosure  and the criteria for their exclusion
of assets in the FY 2010 BGU Reconcile periodically, and especially at year-end, As per item (7)
balances of loans with instalments recorded as
9 outstanding debts regarding agricultural loans and
pensions constantly registered in the secretariat of
federal revenue systems
Reconcile periodically, especially at year-end, the
10 balances of credits recorded as Debt in the National

Finance Prosecutor General's systems
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Table 2.A1.1. Supporting data on link between the audit report and main findings
for the FY 2010 Accounts of the President of the Republic (cont.)

Start End Total
page page pages

# Qualifications Recommendations Chapter

Consider how events are subject to restriction, in
accordance BGU accounting records, on the lack
of provision for losses and the failures of credits,

11
property and assets, values and long-term
receivables recorded in the balance sheets of the
organs of direct administration
Present any changes in the preparation of the

12 BGU in the notes together with the impact of the

change(s)
Establish criteria for grouping accounts (various
benefits payable, other accounts payable, several
13 settlements, other current expenditure and
receivables in the BGU, and report these groups
at a reasonable level of disclosure
Verify and correct the balance of the immaterial
14 items contained in the consolidated financial
statement of the federal government (BGU)
Systematically follow, together with the public
sector accounting bodies, the recording of
Accounting inconsistencies and additional credits in the Federal Government
inadequate procedures detailed in Financial Administration System to ensure quality
the report that affect the of information in the statement of budget balance
disclosure of assets in the Perform studies to identify the causes of
16 FY 2010 BGU (cont.) differences between expenditure and revenue
and to resolve inconsistencies in the BGU
Conduct studies to evaluate the technical aspects
of, and possibility of amending the methodology
for, calculating income and extra-budgetary
expenditure in the BGU, to support effective
management, control and transparency of public
resources
Present relevant analysis of the variations
observed in the BGU
Require federal public sector entities to take
timely actions to avoid irregularities in the BGU
Present information on the public sector entities
20 that record revenue on an accrual basis, indicating
revenue source and values in the notes to the BGU

As per item (7)

Focus federal public sector entities to establish
appropriate accounting recordkeeping in the SIAFI

Report income obtained from seignior age obtained
22 in the issuance of currency in the financial
statements and disclosure of financial flows
Reiterate the recommendation made in the audit
of the FY 2009 CPR, to prioritise the full
implementation of the Administrative Agreements
Management Information System

21

23 None 453 454 2

Noncompliance with Temporary
Constitutional Provision, Art 42.1,
which establishes a minimum of
24 20% of public resources be None. 7 459 460 2
allocated for irrigation in the Mid-
west Region during the 25 years
following the 1988 Constitution

Notes: CGU = Office of the Controller General of the Union; CPR = Accounts of the President of the Republic; SIAFI = Federal
Government Integrated Financial Administration System; TCU = Federal Court of Accounts.
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Annex 2.42

Transparency in consolidated year-end government reporting
in Brazil and selected countries

Figure 2.3 has been prepared drawing on the results of the International Budget
Partnership Open Budget Survey. This survey is conducted every two years to identify
what and how much information is publicly available during each of the budget
processes, whether it is timely and accessible, and whether there are any information
gaps. The Open Budget Survey is based on the OECD (2002) “Best Practices for Budget
Transparency”.

The survey is completed by independent civil society researchers from each
participating country and peer-reviewed by two independent experts with knowledge of
the country being reviewed. Since the 2010 survey, governments have also been invited
to provide comment on the responses. Data were not available for Australia, Canada or
the Netherlands. Data for Australia were, however, provided by the SAI of Australia.

The underlying data for Figure 2.3 are presented in Table 2.A2.1. Responses are
based on a four-level scale. To create Figure 2.3 the responses were normalised and the
average taken across response years. A point average was taken, highlighting that
elements are mutually independent of one another.
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Chapter 3

Audit planning and implementation

This chapter analyses the planning and implementation of Brazil’s Federal Court of
Accounts (Tribunal de Contas da Unido, or TCU) audit of the consolidated year-end
government report: the Accounts of the President of the Republic (Contas do Presidente
da Republica, or CPR). The chapter addresses: 1) the responsibility for oversight and
co-ordination of audit planning and implementation; i) the general process and
timetable for audit planning and implementation,; iii) the practices that exist to ensure
high-quality audit work, conducted in an efficient and effective manner; and
1v) the policies that exist to ensure that audit work is conducted in accordance with
professional and ethical standards. The analysis is framed by the International Standards
of Supreme Audit Institutions (ISSAI), specifically the “Field Standards in Government
Auditing” (ISSAI 300) and “General Standards in Government Auditing and Standards
with Ethical Significance” (ISSAI 200).
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132 3. AUDIT PLANNING AND IMPLEMENTATION

Introduction

This chapter analyses planning and implementation arrangements for the external
audit of Brazil’s consolidated year-end government report by the Federal Court of
Accounts (Tribunal de Contas da Unido, or TCU). The analysis is framed by
International Standards of Supreme Audit Institutions (ISSAI), specifically the “Field
Standards in Government Auditing” and “General Standards in Government Auditing and
Standards with Ethical Significance”. “Field Standards in Government Auditing”
(ISSAI 300) establishes a general framework for guiding purposeful, systematic and
balanced steps in audit planning and implementation. The standard emphasises the role of
i) planning to support efficient and effective audit work; ii) proper supervision and
documentation of audit work in the interest of quality control; 7ii) understanding the
reliability of internal control within audited entities; iv) designing tests to provide
reasonable evidence for audit main findings (INTOSAI 2001a).

“General Standards in Government Auditing and Standards with Ethical
Significance” (ISSAI 200) establish the general policies and procedures for supreme audit
institutions (SAls) to adopt in order to ensure that auditors are qualified to carry out their

tasks in an effective manner and in line with professional and ethical standards
(INTOSAL 2001b).

In analysing planning and implementation for the TCU audit of Brazil’s consolidated
year-end government report — the Accounts of the President of the Republic of Brazil
(Contas do Presidente da Republica, or CPR) — this chapter addresses the following
questions:

e Who is responsible for oversight and co-ordination of audit planning and
implementation?

e What is the general process and timetable for audit planning and implementation?

e What practices exist to ensure high-quality audit work, conducted in an efficient and
effective manner?

e What policies exist to ensure audit work is conducted in accordance with professional
and ethical standards?

The chapter does not go into detail regarding the content of the CPR or the objectives
or structure of TCU audit reporting; those matters are discussed in Chapters 1 and 2 of
this peer review.

The TCU has taken a number of actions to enhance the planning and implementation
of its audit of the CPR in order to support of high-quality, purposeful audit main findings.
Beginning with the audit of the FY 2009 CPR, the TCU has engaged more of its
secretariats of external control (i.e. audit units) to leverage their knowledge of
government entities and programmes, and improve the quality of audit work. The audit of
the FY 2011 CPR saw the introduction of an audit matrix as a tool to support planning,
and the more systematic definition of audit questions and identification of supporting
information needs. The TCU is also taking steps to enhance its financial audit capabilities
in line with INTOSAI (International Organisation of Supreme Audit Institutions)
Financial Audit Guidelines (ISSAI 1 000-2 999) and good practices — with early steps
already having a positive impact on the audit of the FY 2011 CPR. Actions specific to the
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audit of the CPR are supported by ongoing TCU moves to enhance its human resource
management practices, introduce a competency management framework and promote
high standards of conduct among its officials.

The TCU could consider a number of actions to enhance planning, implementation
and quality control for its audit of the CPR. In the short term the TCU could further
develop its audit matrix, incorporating an explicit link between its audit questions and
audit objectives for the CPR, as defined in its Internal Rules. The matrix could
incorporate information on the subject matter and audit criteria to structure the collection
of competent, relevant and reasonable audit evidence supporting the auditor’s judgement
and main findings. Augmenting the matrix with information on qualifications from the
audit of the previous years’ CPRs and other deficiencies in internal control could help to
determine the scope of the necessary audit tests. Information on these deficiencies need
not only be limited to other TCU control and oversight processes, but consideration could
also be given to the work by internal audit, to extent it may be used. In the medium-term,
the TCU could ensure that actions under way to enhance financial audit capabilities are
sustained, recognising these capabilities in its newly-established competency framework
and committing to periodic review of its audit manuals and practices.

Oversight and co-ordination

The TCU Plenary, made up of all nine ministers of Brazil’s SAI, is responsible for the
audit of the CPR. Plenary decisions related to this audit — in particular, the definition of
the audit’s annual priorities and guidelines and the approval of the audit’s main findings —
are based on the individual votes of the ministers and overseen by the TCU Prosecutor
General.

The Plenary delegates responsibility for oversight of the planning and implementation
of this audit to a single minister, the rapporteur, based on a principle of rotation. There is
a random draw from the names of TCU ministers who have yet to serve this role for the
audit of the CPR. In practice this means a TCU minister will only be rapporteur of the
audit of the CPR one or two times during their tenure (Table 3.1). The responsibility for
the audit of the CPR is, however, only one of many held by the rapporteur. In addition to
the audit of the CPR, the rapporteur will continue to oversee control and oversight
processes in their regular portfolio (/iste) containing approximately half a dozen groups of
public sector entities, each group containing as many as 2 000 public sector entities.

Table 3.1. Responsibility for oversight and co-ordination of the Brazilian Federal Court of Accounts’
audit of the Accounts of the President of the Republic

Audited fiscal Rapporteur (i.e. designated minister) Secretary for Government Macro-Evaluation,
year (responsible for oversight) (responsible for co-ordination)
2012 Minister Jose Jorge de Vasconcelos Lima
2011 Minister José Mucio Monteiro Filho Marcelo Barros Gomes
2010 Minister Aroldo Cedraz de Oliveira
2009 Minister Raimundo Carreiro Silva Maurico de Albuguerque Wanderley
2008 Minister Jodo Augusto Ribeiro Nardes
2007 Minister Benjamin Zymler
2006 Minister Ubiratan Aguiar Marcelo Luiz Souza da Eira
2005 Minister Valmir Campleo
2004 Minister Benjamin Zymler
gggg m:::zg (jgillrggnmz;j;;n:ewa Paulo Roberto Pinheiro Dias Pereira
2001 Minister Walton Alencar Rodrigues
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Although the rapporteur responsible for the overseeing and co-ordinating the audit of
the CPR changes every year, the TCU does not consider there to be any real discontinuity
in the process. The objective and scope of this audit is established in the TCU Internal
Rules, which is approved by the Plenary — as too are the annual priorities and guidelines
for the audit. Moreover, the structure of the audit report supporting the opinion on the
CPR has remained more or less unchanged over the last 40 years, with only two
exceptions since the mid-1970s: in that decade a new chapter was added to address
thematic topics selected by the rapporteur, and in the 1990s another new chapter was
added examining government sectoral actions.

In effect, the rapporteur’s influence is limited to selection of the thematic topic to be
highlighted in the TCU audit report on the CPR. Asnoted in Chapter 2 of this peer
review, the thematic topic is one of nine chapters contained in the audit report on the
CPR. The full audit report includes an introduction (Chapter 1 of the audit report) and
chapters on: the performance of the Brazilian economy (Chapter 2), federal budget
execution (Chapter 3), government sectoral actions (Chapter 4), the consolidated financial
statements of the federal government — the General Balance of the Union (Balang¢o Geral
da Unido, or BGU) — (Chapter 5), the thematic topic selected by the rapporteur
(Chapter 6), the federal government’s implementation of recommendations contained in
the previous audit of the CPR (Chapter 7), the conclusions, including a summary of the
qualifications and recommendations (Chapter 8) and the audit opinion (Chapter 9).

Since the mid-2000s the thematic topic has been given relatively less attention as the
TCU has sought to develop other elements of this audit report. The total share of the audit
report, as well as the number of qualifications and recommendations, related to the
thematic topic has declined during the last decade (see Chapter 2 of this peer review).
Qualifications are materials (i.e. significant) issues identified in the audit work that may
affect the audit main findings. Recommendations are suggestions to the federal executive
in order to improve its accountability and performance. Nevertheless, the thematic topic
still receives significant attention from the National Congress, civil society, private sector
and the media (see Chapter 4 of this peer review).

Continuity in the audit of the CPR is also supported by a dedicated secretariat:
the Secretariat for Government Macro-Evaluation (Secretaria de Macroavaliagdo
Governamental, or Semag). This Secretariat, created in FY 2000, co-ordinates audit
planning and implementation for the CPR. Prior to Semag there had long been a
dedicated secretariat responsible for the audit of the CPR. Semag was created following a
merger of the secretariat responsible for the audit of the CPR (and constitutional
inter-governmental fiscal transfers) and the secretariat responsible for auditing revenue
collection and tax expenditure. In addition to absorbing the portfolios of those two
secretariats, Semag has acquired responsibility for control and oversight of the federal
government’s planning, budgeting and financial management systems and evaluating
compliance with the Law on Fiscal Responsibility (Complementary Law 101/2000 as
amended by Complementary Law 131/2009). This law establishes fiscal rules for each
branch of the federal government as well as sanctions for non-compliance. These newer
responsibilities are complementary to, and support Semag, in the audit of the CPR.

Semag has traditionally planned and implemented the major share of audit of the CPR
on its own. The audit of the CPR involves all 37 Semag staff and approximately 20% of
total Semag staff days every year, with each Semag directorate responsible for one or two
chapters of the audit report. Figure 3.1 presents the organisation and staffing of Semag.
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Figure 3.1. Organisation and staffing of the Brazilian Federal Court of Accounts’
Secretariat for Government Macro-Evaluation

As of November 2012

Secretary

Advisor(s)

2 auditors

Administrative support

3 technicians

1st Directorate
Economic perfomance

2 Directorate
Revenue collection

3rd Directorate
Government planning &

Inter-governmental
transfers service

Credit operations Tax expenditures budgeting
Public accounting Fiscal responsibility
Public debt
11 auditors 8 auditors 10 auditors 2 auditors

Responsibility for the thematic topic is determined based on the expertise of TCU
secretariats of external control. The TCU has three types of secretariats of external
control: typical, specialised and state. There are eight typical secretariats, each
responsible for a group of federal ministries and the public sector entities (e.g. agencies
and foundations) below these ministry’s responsibility (Table 3.2A). There are
11 specialised secretariats, each responsible for subjects that span across the federal
government, such as information and communications technology (ICT), public works
and deregulation (Table 3.2B). There are 27 “state” secretariats — one for each of Brazil’s
26 states and one for the Federal District — responsible for control and oversight of federal
programmes at a subnational level; each is located in the locality for which it is
responsible. Nevertheless, Semag establishes deadlines and templates to ensure that the
analysis on thematic topics is easily incorporated into the audit report.

In recent years the TCU has expressly sought to involve secretariats of external
control other than Semag in the audit of the CPR. The aim of this move has been to
enhance the quality of audit main findings by leveraging internal knowledge on federal
government entities and programmes. The TCU has succeeded in increasing the number
of its secretariats involved in this audit during the last two years. The audit of the
FY 2011 CPR involved 7 of 8 typical secretariats of external control to prepare the
analysis for 14 out of 28 government sectors contained in Chapter 4 of the audit report
(Table 3.3). Approximately 1 400 staff days from TCU secretariats other than Semag
were used in preparing the audit of the FY 2011 CPR, compared with 900 for the same
audit in the previous fiscal year. Collectively, the number of staff days from Semag and
these other secretariats approximated 3% of TCU audit staff days and 1.5% of total TCU
staff days for the audit of the FY 2011 CPR, compared with 2% of TCU audit staff days
and 4% of total TCU staff days for the same audit in the previous fiscal year. Data on
staff days were not systematically available prior to the audit of the FY 2010 CPR.
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Table 3.2. Brazilian Federal Court of Accounts’ secretariats of external control

A. Typical secretariats of external control

Unit

Control & oversight of public sector entities

1st Secretariat of External Control

2nd Secretariat of External Control

31 Secretariat of External Control

4t Secretariat of External Control

5t Secretariat of External Control

6t Secretariat of External Control

8 Secretariat of External Control

9t Secretariat of External Control

o Federal Ministry of Communications

o Federal Ministry of Mines & Energy, excluding Petrobras & Eletrobras

o Federal Ministry of Transport

o Federal Ministry of Finance

o Federal Ministry of Defence

o Office of Public Prosecution of the Union

e Judicial branch

e Legislative branch (i.e. Chamber of Deputies & Federal Senate)

e Federal Court of Accounts

o Federal Ministry of Health

o Federal Ministry of National Integration

o Federal Ministry of Social Development & Fight Against Hunger

e Social Services System

o Federal Ministry of Development, Industry & Foreign Trade, excluding the Bank of Economic &
Social Development (BNDES)

o Federal Ministry of Foreign Affairs

o Federal Ministry of Labour & Employment

e Federal Ministry of Social Welfare

o Federal Ministry of Tourism

o Federal Ministry of Cities

o Federal Ministry of Culture

o Federal Ministry of Education

o Federal Ministry of Science & Technology

o Office of the President, including the Office of the Comptroller General of the Union

e Federal Ministry of Agriculture, Livestock & Food Supply

o Federal Ministry of Agrarian Development

o Federal Ministry of the Environment

o Federal Ministry of Justice

o Federal Ministry of Planning, Budget & Management

e Petrobras & Eletrobras

e Bank of Economic & Social Development (BNDES)

B. Specialised secretariats of external control

Unit

Control & oversight of cross-cutting issues

Secretariat of Government
Macro-Evaluation

Secretariat of Government
Programme Evaluation
Secretariats of Privatisation &
Deregulation (two secretariats)
Secretariats of Public Works Audit

o Federal government planning & budget execution, public debt & fiscal responsibility

o Mandatory federal government transfers to states, municipalities & the Federal District

o Performance audits, individually or in co-operation with other TCU secretariats of external control
o Development of performance audit methodologies, techniques & standards

e Concessions and privatisation of public infrastructure

o Performance of sectoral regulators

o Public works, with different secretariats specialised in roads, rail, airports and dams

(four secretariats)
Secretariat of Information ) )
Technology Audit o Management & use of federal government information technology resources
Secretariat of Personnel Audit o Administrative decisions regarding the admission & retirement of public officials
Secretariat of Appeals o Monitoring of TCU decisions & appeals

Notes:

The list of control and oversight of public sector entities presented in Part A is not exhaustive; there are other entities under the
control of these secretariats of external control. The table does not make explicit mention of entities of the indirect federal public

administration.

The 7™ Secretariat of External Control no longer exists.
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Table 3.3. Involvement of Brazilian Federal Court of Accounts’ secretariats of external control
in the audit of the Accounts of the President of the Republic

By audited fiscal year
Unit 2007 2008 2009 2010 2011
Specialised secretariats of external control
Secretariat of Government Macro-Evaluation ° ° ° ° °
Secretariat of Government Programme Evaluation 0 0 0 0 A
Secretariats of Privatisation & Deregulation 0 0 0 A A
Secretariats of Public Works Audit 0 0 0 0 0
Secretariat of Information Technology Audit 0 0 0 0 0
Secretariat of Personnel Audit 0 0 0 0 0
Secretariat of Appeals 0 0 0 0 0
Typical secretariats of external control
1st Secretariat of External Control 0 0 0 ° °
2nd Secretariat of External Control 0 0 0 0 0
3 Secretariat of External Control 0 0 ° ° °
4t Secretariat of External Control 0 0 0 ° oA
5t Secretariat of External Control 0 0 0 0 °
6t Secretariat of External Control 0 0 o} ° °
8 Secretariat of External Control 0 0 oA ° A oA
9th Secretariat of External Control 0 0 0 ° °

Notes:

e = Involvement in analysing government sectoral actions (i.e. Chapter 4 of the TCU audit report on the Accounts of the
President of the Republic, or CPR); A = Involvement in producing thematic topic(s) (i.e. Chapter 6 of the CPR),
o = No involvement.

The 7™ Secretariat of External Control no longer exists.

Planning and implementation cycle

The audit of the CPR is a two-year cycle, beginning six months before the start of the
fiscal year to be audited and finishing approximately five months after the end of the
fiscal year to be audited. The cycle begins with the selection of the rapporteur by the
Plenary and concludes with the presentation of the audit opinion, together with a
supporting audit report, to the National Congress. The deadline for completion of this
audit is fixed and established by the 1988 Constitution of the Federative Republic of
Brazil: the TCU must present this audit opinion within 60 calendar days after receiving
the CPR. The Constitution obliges the President of the Republic to render annual
accounts to the National Congress within 60 calendar days of the start of the year’s first
legislative session. This session starts at the beginning of February.

Table 3.4 outlines the main steps in the planning and implementation of the audit of
the CPR, and the division of responsibilities between the Plenary, the rapporteur, Semag
and other secretariats of external control.

Actual planning for the audit of the CPR does not, however, begin until around
August of the fiscal year to be audited. Planning begins only after the audit of the
previous year’s CPR has been presented to the National Congress. This timeframe for
audit planning is similar to that for the audit of the consolidated year-end government
report by the SAls of France and South Africa, later than that for the SAI of Australia,
and much earlier than that for the SAIs in Mexico and Spain (Figure 3.2).
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Table 3.4. Main steps and responsibilities for planning and implementation of the Brazilian
Federal Court of Accounts’ audit of the Accounts of the President of the Republic

For audit of the FY 2011 Accounts of the President of the Republic

au%ﬁfd fViISsCZ| ‘;I:ar Main steps Responsibility
July FY-1 Selection of TCU minister as rapporteur of the audit TCU Plenary
Formulation of priorities & guidelines for the audit Semag
August FY Review of priorities & guidelines for the audit Rapporteur
Approval of priorities & guidelines for the audit TCU Plenary
August — September  Identification of information needs for the audit Semag
FY Definition of responsibilities & deadlines for audit
September FY - Planning & implementation of audit work to support the thematic topic(s) TCU secretariats of external
March FY+1 included in the audit report on the CPR control
October — December  Transmission of annual instruction (aviso) on the CPR to the Office of the Rapporteur
FY Comptroller General of the Union PP
February FY+1 Workshops internally within the TCU to disseminate information on the Semag

responsibilities of the various secretariats of external control

Semag; other secretariats of
external control

April - May FY+1 Internal review & quality control of audit opinion & audit report Rapporteur

Distribution of the audit opinion & audit report to TCU authorities at least 7

March — April FY+1 Audit work & drafting of audit opinion & audit report

May FY+1 working days before the extraordinary session of the TCU Plenary Rapporteur
y Vote on the TCU audit opinion & audit report at least 72 hours before TCU Plena

presentation of materials to the National Congress vy

May - June FY+1 Presentation of the TCU opinion & accompanying report within 60 calendar Rapporteur

days of receiving the materials from the National Congress

Notes: FY -1 = Preceding fiscal year; FY = Fiscal year; FY+1 = Subsequent fiscal year; CPR = Accounts of the President of the
Republic; TCU = Brazilian Federal Court of Accounts; TCU Plenary = Highest decision-making body of the TCU, composed of
the nine ministers of the TCU; Rapporteur = The TCU minister appointed to oversee the planning and implementation of the
audit of the CPR; Semag = The Secretariat for Government Macro-Evaluation, the permanent secretariat responsible for co-
ordinating the planning and implementation of the audit of the CPR.

Figure 3.2. Timing of the planning and implementation for the audit of the consolidated year-end
government report in Brazil and selected countries

Months before and after the end of audited fiscal year

H Planning ™ Implementation
-12 -9 -6 -3 0 3 6 9 12 15 18 21 24

Australia
Brazil
Canada
Chile

France
Germany
Mexico
Netherlands
Portugal
South Africa
Spain

United Kingdom
United States

Notes: n.a. = Not applicable (i.e. no consolidated year-end government report)

Canada: Information not available.
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TCU audit planning starts with the formulation and review of the annual priorities and
guidelines, and their subsequent approval by the TCU Plenary. The decision of the
Plenary is published in the Official Journal of the TCU (Didrio Oficial da TCU) and
authorises Brazil’s SAI to instruct the federal executive to include specific information in
the CPR. Approval of the priorities and guidelines also serves as the basis to authorise
TCU secretariats of external control to plan and undertake specific control and oversight
processes as input into the audit of the CPR. In practice, the approval of annual priorities
and guidelines is synonymous with the selection of the priority topics for the audit of the
CPR rather than the approval of a strategy and plan for the audit as a whole.

The planning phase continues with the identification of information needs
and the formulation of strategies to close information gaps. A key instrument for closing
information gaps is the TCU annual instruction (aviso) on the audit of the CPR.
This instruction, communicated to the Office of the Comptroller General of the Union
(Controladoria-Geral da Unido, or CGU) during the last quarter of every fiscal year,
defines specific information that the federal executive should incorporate into the CPR.
The CGU is the central authority of the Internal Control System of the Federal Public
Administration and is responsible for consolidating the CPR. The CGU liaises with a
number of federal public sector entities to gather the necessary information in
consolidating the CPR.

In recent years, the TCU and CGU have worked more closely together in order to
improve the CPR. One outcome of this co-operation has been that the TCU issues its
annual instruction earlier, in October of the audited fiscal year, in order to accelerate
consolidation and enhance quality of the CPR. Previously, this instruction was issued at
the end of November or the beginning of December.

TCU audit implementation formally begins following receipt of the CPR from the
National Congress in the end of March, i.e. three months after the end of the fiscal year.
This timing is similar to SAI audits of the consolidated year-end government report in
Australia and South Africa, but is much earlier than that for the SAIs of Mexico or Spain
(Figure 3.2). In practice, however, the enhanced co-operation between the TCU and CGU
discussed in the preceding paragraph means that external audit work can begin earlier.
The CGU sends draft information to the TCU in January and February as it receives it
from other federal public sector entities, but before the consolidation and transmission of
the CPR to the National Congress.

As part of efforts to involve other secretariats of external control in the audit of the
CPR, Semag convenes a number of internal workshops during February after the end of
the fiscal year. These workshops are relatively new and aim to engage other secretariats
in the audit work on the CPR. Officials in Semag acknowledge that by involving other
secretariats in February they are effectively limited to providing analysis and cannot
contribute to the formulation of the audit strategy and plan. In the future, the TCU
proposes to engage other secretariats not only in conducting audit analysis but also in
audit planning.

Chapters of the audit report are reviewed during April and May at three levels: by the
director responsible for the auditors, the secretary who oversees the director and the
rapporteur’s cabinet who oversees the secretary. Moreover, Semag uses various controls
to ensure that other TCU secretariats involved in the audit deliver high-quality and
on-time contributions. These controls include a “production plan” that identifies deadlines
and responsibilities for internal review (discussed in the following section); templates for
chapter/section/subsection of the audit report; and designating one of Semag own officials
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to closely follow the audit work. The audit of the CPR is documented and the
responsibilities of all those involved are clearly defined internally. The introduction of an
audit matrix for the audit of the FY 2011 CPR (also discussed in the following section)
is envisaged to enhance quality control.

The TCU Plenary decision on the audit of the CPR must be completed at least
72 hours before the presentation of these documents to the National Congress, based on
the TCU Internal Rules. To allow adequate time for review by the TCU ministers and
their cabinets and the TCU Prosecution Service, the Internal Rules establish that the
rapporteur of this audit must distribute copies of the draft audit opinion and supporting
report at least five working days before the extraordinary session of the Plenary.
The discussion in the extraordinary session includes a presentation of the rapporteur’s
audit report and proposed audit opinion. This is followed by interventions by individual
TCU ministers, indicating whether they agree or disagree on the proposed audit opinion.
Each minister also has an opportunity to discuss any content from the audit report that
they consider relevant. This is followed by the TCU General Prosecutor providing a
technical judgement on the audit and closing remarks by the TCU President.

Ensuring high-quality audit work

As noted in the previous section, the identification and approval of annual priorities
and guidelines for the audit of the CPR are linked more to the identification of the priority
topic by the rapporteur. Prior to FY 2011 CPR, planning was predominately supported by
a “production plan” to assist Semag in making resourcing decisions and overseeing the
timely completion of audit work. The production plan captured information such as page
limits, deadlines and responsibilities for the drafting and review of different chapters,
sections and subsections of the audit report. Table 3.5 provides an illustration of the main
elements included in the production plan for the audit of the CPR. While the production
plan helps to deliver the audit on time and in line with the priorities and guidelines of the
audit, it does not provide a strategy for the audit work.

For the audit of the FY 2011 CPR, Semag introduced an audit matrix as a tool to
support the formulation of an audit strategy. Although the TCU has experience using
audit matrices for planning its compliance and performance audit activities, this was the
first time one was applied to the audit of the CPR. The audit matrix for the audit of the
CPR seeks to identify the questions that need to be answered and what this will be able to
establish, as well as what information is required and the source of this information.
Table 3.6 provides an excerpt from the audit matrix for the FY 2011 CPR to highlight the
main elements. In comparison, the audit matrix for compliance and performance audit
activities also identifies what procedures will be used to address the respective audit
questions, the object of analysis as well as possible findings, as well as resourcing issues
(e.g. internal responsibility and timing). Table 3.7 provides an illustration of the elements
included in the planning matrix for TCU compliance audits.
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Further develop the matrix for the CPR to support planning of effective and
efficient audit work

Although use of the audit matrix for the FY 2011 CPR represents a substantial
improvement for audit quality, additional information could be incorporated to support
the formulation of a more effective audit strategy. First and foremost, the matrix could
explicitly link the audit questions with the objectives for the audit of the CPR, as
articulated in the TCU Internal Rules, namely to provide:

1. an assessment of whether the BGU adequately represents the financial, budgetary,
accounting and asset positions as of 31 December (i.e. the end of the fiscal year);

2. an assessment of whether the implementation of the federal budget, as well as other
operations financed using federal public resources, complied with constitutional
norms, laws and regulations;

3. an assessment of whether the federal government complied with the fiscal rules
established in the Law on Fiscal Responsibility;'

4. an assessment of the legitimacy, economy and efficiency of programmes in the
Annual Budget Law (Lei Or¢amentdria Anual) and the achievement of goals in the
Budget Directives Law (Lei de Diretrizes Or¢amentdrias) and Pluri-annual Plan
(Plano Plurianual);* and

5. an assessment of the impact of the federal budget and financial administration on
Brazil’s socio-economic development.

The inclusion of the audit objectives could be complemented with information about
the subject matter to be audited, the criteria against which the subject matter will be
assessed and the procedures to reach this assessment. This additional information can
help structure the collection of competent, relevant and reasonable evidence necessary to
support the auditor’s judgement and main findings — in line with ISSAI 300
“Field Standards in Government Auditing” (INTOSAI 2001a). This information could
subsequently be used to enhance disclosed in the annual instruction directed to the CGU
to communicate the criteria in which the audit opinion will be formulated.
This information could also be included in the audit report to effectively guide the
audiences’ understanding about how the main findings were reached. Both actions would
help the TCU align its practices with ISSAI 20 “Principles of Transparency and
Accountability” (INTOSAI, 2010a).

The matrix could also be augmented with information to support the TCU in
determining the scope of the audit work. For example, information could be included on
past qualifications from the audit of the CPR that have yet to be completely addresses.
This could be supplemented with information on deficiencies of relevant management
systems and controls associated with the production of the CPR, drawing upon the
findings of other TCU control and oversight processes. Moreover, the TCU could
consider the extent related work by internal audit could be included in the matrix —
reflecting on INTOSAI Guidance for Good Governance “Co-ordination and Co-operation
between SAls and Internal Auditors in the Public Sector” (INTOSAI, 2010b). Together,
this information can help determine the risks affecting government reporting and
performance and help to establish materiality levels for designing audit work.
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In addition, the audit matrix for the CPR could be complemented by a findings
matrix, as is common for TCU compliance and performance audits. Table 3.8 provides an
illustration of the main elements included in the findings matrix for TCU compliance
audits. The findings matrix can help to create a logical framework for formulating
qualifications and recommendations. Structuring information related to the findings
according to the object, cause and effect can also help to elaborate why qualifications and
recommendations matter in relation to the audit objectives — and how addressing
qualifications and implementing recommendations can contribute to a “cleaner”
government reporting, greater accountability and enhance performance. As noted in
Chapter 2 of this peer review, a key challenge facing audit reporting on the CPR is that
the TCU presents qualifications and recommendations in a technical manner without
framing them in a way that facilitates an understanding of their meaning and significance.

Understand the functioning of internal controls related to the preparation of the
CPR

In 2011 the TCU began mapping the high-level accounting processes and controls
used to produce the BGU, as part of efforts to strengthen its financial audit capabilities.
These activities are part of a technical assistance project supported by the World Bank
that will support convergence of TCU financial audit standards and practices with
INTOSAI Financial Audit Guidelines and international good practice (Box 3.1).
The mapping of accounting processes and controls drew upon the Committee of
Sponsoring Organisations of the Treadway Commission (COSO) Integrated Framework
and “ISSAI 1315: Identifying and Assessing the Risks of Material Misstatements
through Understanding the Entity and its Environment” (INTOSAIL 2007). Based on this
analysis, the TCU is developing a clearer understanding of which accounting controls
must be tested as part of the audit of the BGU. Some of these controls were tested in the
audit of the FY 2011 CPR.

The mapping of controls for the BGU to support audit tests and convergence with
international standards could be complemented by similar activities for the other audit
objectives. The audit of the CPR includes an assessment of compliance with various
budgetary laws, including: the implementation of the federal budget, as well as other
operations financed using federal public resources, complied with constitutional norms,
laws and regulations; and an assessment of whether the federal government complied
with the fiscal rules established in the Law on Fiscal Responsibility. In doing so, the TCU
could align its work with “ISSAI 4 200: INTOSAI Compliance Audit Guidelines related
to the Audit of Financial Statements” (INTOSAIL 2010c).
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Box 3.1. Brazilian Federal Court of Accounts-World Bank technical assistance project:
Completed actions to strengthen financial audit capacity

In 2011 the Brazilian Federal Court of Accounts (TCU) launched a project with the World Bank to
accelerate the acquisition of institutional capabilities to issue an audit opinion on the consolidated financial
statements of the federal government: the General Balance of the Union (BGU). The objective of the project is to
align TCU financial audit practices with national and international auditing standards and international good
practice. In order to achieve this, the project will ascertain which aspects the TCU needs to improve to converge
with international standards and good practices. The final products of the project are a strategy and an action plan
in March 2014.

In relation to audit reporting on the Accounts of the President of the Republic with international standards,
the TCU is taking specific steps to converge it practices with:

e [SSAI1220: Quality Control for an Audit of Financial Statements;
e [SSAI1260: Communication with Those Charged with Governance;

e [SSAI1265: Communication Deficiencies in Internal Control to Those Charged with Governance and
Management;

e [SSAI1700: Forming an Opinion and Reporting on Financial Statements;
e [SSAI1705: Modifications to the Opinion in the Independent Auditor’s Report; and

e [SSAI1706: Emphasis of Matter Paragraphs and Other Matter Paragraphs in the Independent
Auditor’s Report.

The TCU will identify gaps between the actual financial audit procedures and applicable international
financial audit standards as a next step in the project.

The TCU is also carrying out actions to accelerate its acquisition of institutional capabilities for financial
auditing. In particular, the TCU training institute (/nstituto Serzedello Corréa) is developing a postgraduate
programme in financial audit. This programme will draw on the results of the Technical Assistance as well as on
the experience of other experts in external control and oversight.

Leverage knowledge from TCU control and oversight processes

The TCU could better utilise information sourced from its other control and oversight
processes as input into the audit plan and strategy for the CPR — and in particular,
information from processes conducted by secretariats other than Semag. At present there
is a weak relationship between the audit of the CPR and other TCU control and oversight
processes. Where the relationship is stronger, it can be largely attributed to the fact that
Semag is responsible for the other control and oversight processes (Table 3.9).
For example, Semag assesses compliance of budget execution with appropriations set in
the Budget Directives and Annual Budget Laws in September of every year.
This assessment is based on the federal government’s report on budget realisation, which
it must produce within 30 days of the end of the first semester each fiscal year.
Semag also assesses the government’s compliance with the fiscal ceilings established in
the Law on Fiscal Responsibility, through audits of the fiscal monitoring reports prepared
by each branch of government within 30 days of the end of every 4-month period
(i.e. received in May, September and January).
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Table 3.9. Link between the Brazilian Federal Court of Accounts’ audit of the Accounts of the President
of the Republic and its other control and oversight processes

Chapter of the TCU audit report on the CPR Link to other TCQ gqntrol Existing/possible |ipks to o‘th.e?r TCU control
& oversight activities & oversight activities
1. Introduction n.a. n.a.
2. Brazil's economic performance None n.a.
o Audits of budget execution reports released every 2
3. [Compliance of] Budget execution [with Medium months
budgetary laws & regulations] o Audits of fiscal management reports released every
4 months
4. [Compliance & performance of] Government Weak TCU inspections
sectoral actions TCU-wide priority themes (TMS)
] e Possible link to the audit of year-end reports of
o [REgHEnly el 26t i) individual accountable individuals
6. [Assessment of] Thematic topic(s) Weak e  TCU-wide priority themes (TMS)
7. [Status of] Recommendations from previous Weak e Specific control & oversight activities
audit of the CPR
8. Conclusions n.a. n.a.
9. [TCU] audit opinion n.a. n.a.
Notes:

BGU = General Balance of the Union; CPR = Accounts of the President of the Republic; TCU = Brazilian Federal Court of
Accounts; n.a. = Not applicable.

There is little or no link, from a content or procedural perspective, between the audits

of the CPR and the audits of the accounts of individual accountable officials — i.e. “public
administrators and other individuals responsible for public money, goods and assets
within the direct and indirect federal public administration”.” The TCU audit of the CPR
is completed before it begins to audit the year-end reports of accountable officials.
Whereas the audit of the CPR must be completed within five months following the end of
the fiscal year, the Organic Law on the TCU stipulates that Brazil’s SAI audit of the
year-end reports of accountable officials within 24 months following the end of the fiscal
year. In practice, the TCU does not begin auditing even the most materially significant of
the year-end reports of individual public officials until eight to nine months following the
end of the fiscal year. This is different from many of the selected benchmark countries
involved in this peer review, where there is a link (Table 3.10). Box 3.2 provides an
illustration of the relationship between the audits of the consolidated year-end
government report and year-end entity reports in Australia.

Table 3.10. Completion of the audit of the consolidated year-end government and year-end entity reports

in Brazil and selected countries

consolidated year-end government & year-

Direct relationship between audit of the

end entity reports

No relationship between audit of the

consolidated year-end government & year- Not applicable

end entity reports

Australia, Canada, Netherlands, South
Africa, Spain, United Kingdom,
United States

Brazil, Portugal Chile, France, Germany, Mexico

Notes:

Chile: No consolidated year-end government report.

Germany: No consolidated year-end government report.

France: does not require individual public sector entities to submit year-end reports.
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Box 3.2. Relationship between the audits of the consolidated year-end government
and year-end entity reports in Australia

The Australian National Audit Office (ANAO) annually performs separate audits of the year-end reports
(financial statements) of all federal government entities, called component entities. The audited financial
statements of component entities are used to compile the consolidated government report, called the
Consolidated Financial Statements (CFS). The ANAO completes the audit of the CFS after completing the
component entity audits.

The Department of Finance and Deregulation — part of the central budget authority — annually issues
reporting requirements for component entity financial statements, using a Finance Minister’s Order (FMOs).
This order complies with Australian Accounting Standards and provides direction on which accounting options
to use, if there are multiple treatment options available under these standards. The FMOs also set out additional
disclosure requirements, particularly around items such as appropriations. The FMOs make consolidation a more
straightforward process.

The significant components of the CFS are identified by the CFS audit team in accordance with Australian
Auditing Standard 600 — based on International Standards on Auditing 600 — at the start of each audit cycle.
The CFS audit team determines materiality for the CFS audit and also sets a maximum materiality amount
allowed for component entities. This is communicated by the CFS audit team to the component audit teams at the
beginning of the audit cycle.

The ANAO approach to determining overall materiality for audits of not-for-profit entities (other than the
CES) is to identify a standard benchmark (the total amount of either revenue, expenditure, assets or liabilities, as
appropriate) and apply a standard threshold (in the range of 1% to 2%). A “haircut” of the higher of 20% of
overall materiality and the expected errors is then applied to the overall materiality amount to determine the
performance materiality.

For the CFS audit, the ANAO determines materiality by taking a percentage of the average of the net result —
as a key indicator of government performance — in the CFS for the last seven years. A lower amount is then set
as the maximum amount that any component entity can use as their overall materiality. A “haircut” of the higher
of 20% of overall CFS materiality and the expected errors is then applied to the overall CFS materiality amount
to determine CFS materiality.

The CFS audit team undertakes a planning process that identifies the significant risks for the CFS audit.
Any risks that relate to a component entity are communicated to the component entity audit team.
Communications (on risks, materiality, timetable, etc.) are included in a “minute” — an internal document — to the
component entity audit teams from the CFS audit’s Engagement Executive during the planning stage.

During the execution of the component audits, the component audit teams keep the CFS audit team informed
of any significant issues they identify in order for the latter to consider whether these matters represent a
significant risk for the CFS. The component entity audit teams also provide the CFS audit team with details of all
unadjusted differences identified during the audit, so these can be aggregated by the CFS audit team to ensure
they do not amount to a material error.

The entities material to the CFS are determined as those that comprise 99% of the CFS revenue, expenditure,
assets and liabilities. The material entities work to a tighter reporting deadline (set by the Department of Finance
and Deregulation) for their year-end financial statements and associated audit, as this enables the government to
commence the consolidation process with more certainty over the numbers being consolidated.

The CFS Engagement Executive is a member of the ANAO Qualifications and Accounting Policy
Committee. All matters of significant judgement and any potential qualification of an auditor’s report are
considered by this committee. This ensures that the CFS team is aware of any matters that may impact the CFS.
The CFS audit team considers the impact on the CFS of any qualified auditor’s reports on component entities.
Some component entity qualifications are carried through to the CFS auditor’s report due to their nature or size;
other qualifications are not carried through as they will not be considered material from a CFS perspective.

Source: Australian National Audit Office.
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Formally the audit of the CPR, and its priorities and guidelines, is meant to shape
TCU annual audit planning and prioritisation through the annual TCU Oversight Plan
(Plano de Fiscaliza¢do), as per the TCU Internal Rules. The Oversight Plan defines and
allocates resources to TCU-wide priority themes (Temas de Maior Significancia, or TMS)
on an annual basis to guide oversight activities (Box 3.3). However, in practice, the
relationship between the audit of the CPR and the Oversight Plan is weak. Where a
relationship does exist it flows from the Oversight Plan to the audit of the CPR and not
the other way around, as envisaged by the TCU Internal Rules. Where a relationship does
exist it is because Semag is responsible for specific priority themes. One cause of this
disconnect is linked to the scope of the Oversight Plan. The Plan does not span all TCU
control and oversight processes; it focuses only on oversight processes initiated by the
TCU. In contrast, the audit of the CPR is a “control process”, as are audits of the year-end
and ad hoc reports of accountable officials.

The TCU is taking action to broaden the scope of its Oversight Plan to cover all of its
control and oversight processes, which it hopes will strengthen the relationship between
the audit of the CPR and other control and oversight processes (Figure 3.3).

Box 3.3. The Brazilian Federal Court of Accounts’ Oversight Plan

The TCU Oversight Plan was introduced in 2005/06 to define and allocate resources to priority themes —
reflecting risk, materiality and the relevance of government functions, programmes and systems. This Plan
represents the product of 15 years of reforms to develop a risk-based approach to audit planning. The reforms
began in 1995 when the TCU established a rolling six-month oversight plan. Five years later the plan was
strengthened by the introduction of a simplified risk matrix (in 2000), a standardised risk evaluation model and
computer application (Fiscalis), and the concept of “background research” (in 2001). In 2002 the TCU began to
conduct “Centralised Audit Activities” to link the activities of secretariats in Brasilia with those in the states.

The plan is prepared by the TCU President with the support of the General Secretary of External Control and
approved by the TCU Plenary in a closed session before the end of the first quarter of each year. All TCU
ministers and TCU secretariats of external control are consulted in the preparation of the Oversight Plan and
definition of priority themes. For example, in October all TCU secretariats of external control are invited to
provide information on risk areas under their portfolios. In February, the General Secretary of External Control
agrees with all secretaries on the priority themes before presenting the Oversight Plan to the TCU President.
In March the TCU President presents the Oversight Plan to the TCU Plenary for approval.

The Oversight Plan establishes an aggregate 30% minimum that must be allocated to priority themes,
measured by person-days per year. Each TCU secretariat of external control is free to establish its own staff
resourcing allocations for the priority themes, using the 30% figure as a minimum. All TCU secretariats of external
control must indicate how individual audit proposals are linked, or not, to the priority themes included in the Oversight
Plan. Proposed audits linked to a priority theme only require the approval of the TCU minister responsible for
their respective portfolio. Audits that are not linked to a priority theme must receive prior approval from the TCU
Plenary, irrespective of who originated the proposal (e.g. the TCU President, individual TCU ministers, etc.).

Every four months the TCU General Secretariat for External Control assesses implementation of the
Oversight Plan based on the criteria of economy, efficiency and effectiveness. The results of these evaluations
are incorporated into the formulation of future Oversight Plans. The TCU General Secretary for External Control
also reports annually on the implementation of the plan, including the allocation of staff resources for each
priority theme and lessons learned at the end of the Oversight Plan in April/May. Both the quarterly and annual
monitoring reports on the TCU Oversight Plan are used for internal purposes within the General Secretariat for
External Control rather than by the TCU Plenary.

Source: Adapted from TCU Normative Instruction no. 9/1995; TCU Resolution no. 185/2005; and Ferreira, A.R. (2009),
“A Avaliacdo de Riscos Para a Sele¢do de Fiscalizagdes no Tribunal de Contas da Unido — TCU” (An Evaluation of Risk-
Approach in the Selection of Oversight Activities in the TCU), unpublished thesis.
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Figure 3.3. Scope of the Brazilian Federal Court of Accounts' current Oversight Plan

and proposed External Control Plan

Control & oversight processes, by
type

Description

A. Control processes

A1. Accounts of audits of
public officials

A2. Audits of ad hoc accounts
of public officials

A3. Audit of the Accounts of
the President of the Republic

Aim to verify the legality, economy, legitimacy, efficiency & efficacy of
the use of budgetary & non-budgetary resources

Aim to investigate possible illegal or illegitimate activity
(e.g. embezzlement, diversion of funds, property or public value) &
calculate sanctions as necessary

Aim to verify the legality, economy, legitimacy, efficiency & efficacy of
the use of budgetary & non-budgetary resources

B. Oversight processes (=B1+B2+B3+B4)

B1. Initiated by TCU (B1.1+B1.2+B1.3+B1.4+B1.5)

B1.1. Background
research

B1.2. Audits

B1.3. Inspection

B1.4. Accompaniment

B1.5. Monitoring

Background research aims to support better knowledge &
understanding of the functioning of administrative units, governmental
systems, programmes, projects & activities; it may also be used to
identify areas of future attention by the TCU

Organic Law on the TCU categorises five types of audits:
i) accounting; i) financial (of cash); iii) budgeting; iv) assets &
liabilities; and v) operational (performance)

Inspections aim to clarify doubts or gaps created by lack of information
or omission. Inspections are also used to verify complaint &
representation processes

Accompaniments aim to examine the legality & legitimacy of the
management acts with regard to the accounting, financial & budgetary
aspects; & to evaluate the performance of public organisations as well
as systems, programmes & activities with a focus on economy,
efficiency & efficacy

Monitoring verifies implementation & compliance with TCU audit
determinations

Scope of
current
Oversight
Plan

B2. Initiated by external request (B2.1+ B2.2+B2.3)

B2.1. National Congress
requests

B2.2. Complaints

B2.3. Representations

B3. Inquiries

B4. Other processes

Oversight processes initiated by National Congress request may
include requests for information, audits & inspections by the
presidents of the Federal Senate, Chamber of Deputies &
congressional commissions

Complaints refer to activities to investigate reports made by private,
nongovernmental organisations & the public denouncing an
irregularity or illegality concerning the public administration

Representations refer to activities to investigate reports made by
public authorities & TCU technical units/officials denouncing an
irregularity or illegality concerning the public administration

Inquiries relate to doubts over the application of legal & regulatory
devices addressed to the TCU by the President of the Republic; the
Presidents of the Federal Senate, Chamber of Deputies or any
congressional commission; President of the Supreme Federal Court or
superior courts; Attorney General of the Republic; Prosecutor General
of the Union; ministers of state or any authorities of the executive
power & armed forces commanders

Appreciation of acts subject to registry in which the TCU focuses on

the recruitment of, & granting of pensions to, career public officials
within the direct & indirect federal public administration
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However, there are two main challenges in integrating the audit of the CPR and audits
of other year-end reports into the TCU Oversight Plan. First, efforts to strengthen risk
assessment and audit planning at an institution-wide level are not supported by similar
practices at the level of individual secretariats of external control. Although the Oversight
Plan benefits from input by all secretariats, there is no common framework or approach
for identifying risk across secretariats. The TCU has proposed to develop a common
methodology to assess risk and to determine materiality for use by all secretariats of
external control. This will require individual secretariats to develop a better
understanding of their respective audited subjects, through i) identifying important
aspects of the environment in which audited entities operates; ii) identifying the
challenges and risks facing key management systems and controls within the federal
executive; and iii) reviewing the plans and activities of internal audit and the extent to
which the work of internal audit can be used.

Second, the inclusion and removal of priority themes from the Oversight Plan could
benefit from a clear criterion to substantiate decisions on priorities by the TCU Plenary.
During the last six years the priority themes have changed on an annual basis without a
clear supporting evidence for their inclusion or removal. Annex 3.A1 compares the TCU
priority themes during the last decade. Only the Growth Acceleration Programme
(Programa de Aceleragdo do Crescimento, or PAC) has been a priority theme for the past
five years. Other SAIs have established clear criterion and clear documentation to
establish organisational priorities. For example, the United States Government
Accountability Office (GAO) “High Risk Series” has established a well-documented
methodology and criteria for identifying challenges and risks to performance and
accountability — and any subsequent removal from this list (Box 3.4). Documentation is
valuable for i) supporting the effective and efficient assessment of risk in audited entities
and programmes; ii) serving as a source of information for discussing risk in audit
prioritisation and planning; and iij) supporting development of internal capabilities and
lesson learning within the TCU.

Use improvements in audit strategy to enhance government reporting

Improvements from the use of an audit matrix, developing knowledge on the
functioning of key internal control and leveraging its internal knowledge of audit subjects
could be used to enhance not only the TCU audit but also the CPR itself. The Organic
Law on the TCU (Law 8 443/1992) grants Brazil’s SAI the authority to define the content
of the report produced by the central authority of the Internal Control System of the
Federal Public Administration, a core element of the CPR. As discussed in Chapter 1 of
this peer review, the Organic Law on the TCU states that the CPR should comprise two
elements: i) the BGU; and ii) a report by the central authority of the Internal Control
System of the Federal Public Administration. The General Norms for the Preparation and
Control of the Budget and Financial Statements define the content of the BGU, with the
Federal Ministry of Finance regulating the accounting basis for the statements.
The Organic Law on the TCU gives the Brazil’s SAI authority to define the content of the
report by the central authority of the Internal Control System of the Federal Public
Administration, which it does through the annual instruction. This is the instruction the
TCU sends to the CGU every October, as discussed in the preceding section on the
general audit timetable and responsibilities.
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Box 3.4. The United States Government Accountability Office’s High Risk Series

Since 1990, the United States Government Accountability Office (GAO) has periodically reported on
government programmes and functions that have been identified as “high risk”, characterised by greater
vulnerability to waste, fraud, abuse and mismanagement.

Beginning in 1999, and generally coinciding with the start of each new Congress, the GAO has provided
Congress with a report on government-wide “High Risks” (in 1999 and 2001, titled “Major Management
Challenges and Program Risks”).

High risks are determined based on the Government Accountability Office’s own methodology and criteria
for identifying major programme and mission areas, assessing agency management and programme performance,
and determining if performance and accountability challenges are high-risk.

Identifying major programme and mission areas

For each major federal agency, the GAO identifies significant programmes and mission areas that will form
the primary basis for reporting in the High Risk Series. The GAO focuses on areas that:

e  attract the greatest attention of the legislature and executive;
e  have high public interest and/or large dollar outlays;
e  figure prominently in agencies’ strategic plans, annual performance plans and reports; and

e  have known performance and accountability, or high-risk, issues.

Assessing agency management and programme performance

Information regarding performance is drawn from:
e  GAO audits of agency financial statements, other audit reports, testimonies, studies and surveys;

e inspectors general located in federal agencies that provide an internal audit and fraud detection
function;

e agency reporting, including accountability reports; strategic plans, annual performance plans and
reports; programme performance reviews and evaluations; and internal control assessments;

e  the President’s annual budget, which presents government-wide performance plans and management
objectives; and

e relevant reports by congressional committees and outside study panels and commissions

Determining if programmes and functions are high-risk

In determining whether programmes and functions are high-risk, attention is given to whether the risk is:

e an inherent problem, e.g. when the nature of the programme creates susceptibility to fraud, waste, and
abuse; and

e  a systemic problem, e.g. when the management support or financial systems, policies and procedures
established by an agency to carry out a programme are ineffective, creating a material weakness.

Additional consideration is given to the qualitative and quantitative factors, such as whether the risks:

e involve public health or safety, service delivery, national security, national defence, economic growth
and/or privacy or citizens’ rights;

e  could result in significantly impaired service; programme failure, injury or loss of life; or significantly
reduced economy, efficiency and/or effectiveness; and
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Box 3.4. The United States Government Accountability Office’s High Risk Series (cont.)

e  could involve the loss of a minimum of USD 1 billion through, for example: the value of major assets
being impaired; revenue sources not being realised; major agency assets being lost, stolen, damaged,
wasted, or underutilised; improper payments; and contingencies or potential liabilities.

Before making a high-risk designation, the GAO also considers existing or planned corrective measures to
resolve a material weakness and the status and effectiveness of these actions, such as:

e  demonstration of commitment to resolving the problem;

e the extent of an agency’s progress in strengthening controls to address the problem;
e  whether the proposed remaining corrective action plans are appropriate;

e whether effective solutions will be substantially completed in the near term; and

e  whether the solutions will resolve the root cause of the problem.

Source: GAO (General Accounting Office, United States) (2001), “Determining Performance and Accountability Challenges
and High Risks”, GAO-01-159SP; GAO (2011), “High-Risk Series: An Update”, Report to Congressional Committees,
GAO-11-278.

While the instruction serves to request information from the federal executive,
it could also be used to positively shape the CPR. For example, during the last five years
the TCU used this instruction to require the federal executive to provide in the CPR:
i) information about the implementation and achievement of key programmes linked to
the Pluri-annual Plan (audit of the FY 2007 PCPR); ii) information on budget execution
for key programmes within each sectoral area, as well as the investment budget of
state-owned and mixed-capital enterprises (FY 2008); iii) a five-year perspective on
budget execution for key programmes within each sectoral area and how trends are
aligned with the Pluri-annual Plan (FY 2009); iv) cost analysis of key programmes using
information from the Cost System of the Federal Public Administration, created by the
Secretariat of the National Treasury (Secretaria do Tesouro Nacional) (FY 2010);* and
v) additional details on tax expenditure and how trends are aligned with the Pluri-annual
Plan (FY 2011) (Table 3.11).

The TCU annual instruction could be used to require the federal executive to make
explicit assertions — or statements of compliance — regarding information in the CPR.
These assertions could subsequently be audited as part of the tests supporting the audit
objectives.

Moreover, and as noted in Chapters 1 and 2 of this peer review, this instruction could
be used to focus the attention of the federal executive to enhance the qualitative
characteristics. At present the instruction focuses primarily on the display of core
information and disclosure of supporting information as currently is the case. Qualitative
dimensions include inter alia the relevance, intelligibility, verifiability and comparability
of the information presented by the federal executive. The TCU can also do this more
informally through its working meetings with the CGU. Both TCU and CGU officials
report that they have engaged in greater co-ordination and co-operation over the CPR in
recent years. The TCU could subsequently include a normative assessment of the federal
executive’s compliance with the qualitative dimensions of the CPR in this audit.

However, to ensure that actions to positively shape the CPR are aligned with the
needs of the report’s audiences, the TCU could take specific action to understand
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challenges and barriers facing its use. The independence and objectivity of the TCU make
it a meaningful vehicle to moderate and balance the views of the National Congress.
In seeking to understand challenges and barriers facing the use of the CPR, the TCU may
consider co-ordinating and co-operating with the CGU and the Secretariat of the National
Treasury. Those two bodies are responsible for the preparation of the CPR. In engaging
with the CGU and the Secretariat of the National Treasury, the TCU may reflect on the
existing international guidelines on “Co-ordination and Co-operation between SAls and
Internal Auditors in the Public Sector” to effectively manage any risks that could arise
(INTOSAL 2010b).

Table 3.11. Content of the Brazilian Federal Court of Accounts’ annual instruction
on the Accounts of the President of the Republic

Audited fiscal year

Element(s) 2006 2007 2008 2009 2010 2011
Main results & impact of performance by government o o ° ° ° °
function
Analysis of state & social security budgets, including: b ® ® ° ° °
e (Observance of rules established in the 1988 Constitution, the Law o ° o O ° °

on Fiscal Responsibility & Budgetary Directives Law
e Revenue collection ° ° ° ° ° °
o Tax expenditure, related legislation, social & economic objectives,

) 0 0 0 0 0 °
& government policy or programme
o Evolution of expenditure by government function & subfunction o o N o o N
over previous five years
Macroeconomic performance, highlighting its effects on o o o o o o
public finance
Main aspects related to consolidated financial statement & o N N o o N
its composition
Characteristics & evolution of budget balance & public
debt (] L] L] (] (] L]
Information regarding the investment budget 0 0 ° ° ° °
Cost analysis reports by federal ministry 0 0 0 0 ° °
Information on implementation of programmes in Pluri- o N N o o N
annual Plan
Information about implementation of TCU
recommendations in past audits of year-end government ° ° ° ° ° °
report
Notes:

® = Yes; 0 = No; TCU = Federal Court of Accounts.

Align quality control for the audit of CPR with that for other control and
oversight processes

A number of key differences exist in the quality control during the planning and
implementation phase for the audit of the CPR and other TCU control and oversight
processes. For example, the audit of the CPR does not use a reference panel comprised of
external experts to review the audit criteria in audit planning and main findings in audit
implementation. Nor does the TCU formally solicit a response from the federal executive
— i.e. the Office of the President of the Republic, the CGU or Secretariat of the National
Treasury— on the audit of the CPR prior to its release. The “principle of contradiction”, as
it is referred, allows the SAI to agree the facts with the audited entity to help ensure that
they are complete, accurate and fairly presented. It may also involve, as appropriate,
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incorporating the audited entity’s response to matters raised, whether verbatim or in
summary.

In addition, the audit of the CPR has not typically been subject to the same ex post
quality review, which other TCU control and oversight processes are subject. In 2009, a
specific unit was created within TCU General Secretariat of External Control to evaluate
the quality of completed audit activities. This unit is responsible for conducting random
and periodic ex post assessment of control and oversight processes by secretariats of
external control. In addition, the unit also provides training in specific control and
oversight techniques; provides templates for audit planning and reporting; and works to
integrate quality controls into ICT-enable management systems (i.e. e-TCU). For its part,
Semag holds an annual retreat following completion of the audit, to identify lessons
learned that can serve as input into the audit of the subsequent year’s CPR.

The TCU notes that there are two main contributing factors for the different
approaches to quality control for the audit of the CPR and other TCU control and
oversight processes. The deadline for the audit is considered tight as the TCU has a
constitutional deadline of 60 days to complete the audit of the CPR. This is coupled with
the broad scope of the audit. However, the TCU notes that it does participate in an annual
seminar on the audit of the CPR organised by the Secretariat of the National Treasury that
is focused on learning lessons from the consolidation of the CPR. Beginning in 2012, for
the audit of the FY 2011 CPR, the TCU also organised a seminar to discuss the main
audit findings with the CGU, Federal Ministry of Finance and Federal Ministry of
Planning, Budget and Management. In addition, the scope of the audit of the CPR is
much broader than its other control and oversight processes.

The use of the audit matrix could help to support quality control for the audit of the
CPR. The matrix could be used to focus discussion by a reference panel involving TCU
officials and with external experts. The matrix could also help focus the government's
attention in responding to the main findings on the CPR.

Ensuring professional and ethical audit work

The TCU human resource system is a career-based system, within which recruitment
takes place through competitive examinations open to all persons who fulfil the basic
requirements (Table 3.12). The adoption of a career-based system is similar to that
mainstreamed into Brazil’s federal public administration during the 1990s in order to
prevent the spread of personal and/or political patronage (OECD, 2010). However,
the TCU career system is separate and distinct from that for the federal public
administration. An individual who has passed a competition for public administration
must enter a TCU competition in order to join the body. There is no fixed schedule for the
competitions to enter into the TCU.
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Table 3.12. Recruitment in supreme audit institutions in Brazil and benchmark countries

Predominantly a position-based system Predominantly a career-based system
Australia, Canada, Netherla_nds, South Africa, United Kingdom, Brazil, Chile, France, Mexico, Portugal, Spain
United States

Notes:

Position-based systems focus on selecting the best-suited candidate for each position, whether by external recruitment or internal
promotion or mobility. Position-based systems allow more open access, and lateral entry is relatively common.

In career-based systems, civil servants are usually hired at the very beginning of their career and are expected to remain in the
public service more or less throughout their working life. Initial entry is mostly based on academic credentials and/or a civil
service entry examination. Promotion is based on a system of grades attached to the individual rather than to a specific position.
This sort of system is characterised by limited possibilities for entering the civil service at mid-career and a strong emphasis on
career development.

Efforts to modernise human resource management practices and develop the
competencies of officials are key elements of the 2011-15 TCU Strategic Plan
(TCU, 2011). The TCU has established a permanent Human Resource Management
Committee responsible for formulating and overseeing implementation of TCU human
resource management policies. This Committee advises the TCU General Co-ordination
Committee and the TCU President on matters of human resource management.
The Human Resource Management Committee is also responsible for conducting
periodic evaluations of practices and for establishing guidelines for ongoing improvement
in line with the TCU strategic plan. Moreover, the Human Resource Management
Committee is responsible for proposing the creation of mechanisms to measure and
analyse perceptions and expectations of TCU officials in relation to human resource
management.

A competency framework was introduced into the TCU in 2006 with the aim of
stimulating the development of a workforce of capable and motivated professionals, and
to enhance TCU effectiveness. This framework defines personal, technical and
managerial competencies as well as professional profiles for different occupational areas.
All TCU officials have access to personal and technical competency development
programmes and materials to support them in fulfilling their responsibilities and
professional advancement. The introduction of competency management within the TCU
occurred in parallel with its introduction in the federal public administration more
generally. Competency management in the TCU, as in the federal public administration,
is however still in its infancy (OECD, 2010).

As part of the TCU strategy for professional development, staff working in Semag are
encouraged to participate in academic courses in partnership with Brasilia Federal
University and other public institutions. Semag officials also participate in seminars and
discussion groups on external control and oversight, such as the Programme for the
Modernisation of the External Control System of Brazilian States and Municipalities
(Programa de Moderniza¢do do Sistema de Controle Externo). This programme is a
network among Brazil’s 34 courts of accounts, including the TCU; 27 courts from states
and the Federal District; and 6 from municipal courts (i.e. Bahia, Ceara, Goias, Para,
Rio de Janeiro and Sao Paulo). Semag officials also participate as observers in many
discussion groups held by the Federal Ministry of Planning, Budget and Management, the
Federal Ministry of Finance and the National Congress.
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Develop a policy to rotate senior officials involved in the audit of the CPR

The TCU reports that Semag officials typically work for many years in the same
secretariat, which helps to ensure continuity in the audit of the CPR. Information was not
available on the average number of years TCU audit officials have worked in Semag, or
how this compares with other TCU secretariats. Interviews revealed that some TCU
officials had been employed in Semag for over a decade, while others had only two years
of experience in this secretariat. While there are benefits to having SAI officials with a
great deal of depth and background knowledge on specific issues and public sector
entities, rotating staff and audit responsibilities more often leads to a broader professional
development of staff. Rotation also can help to encourage new and innovative ways of
doing things.

Align actions to strengthen financial audit capabilities with the TCU
competency framework

As noted in the preceding sections, the TCU has begun a review to promote
convergence of TCU financial audit standards and practices with the INTOSAI Financial
Audit Guidelines and international good practice. Itis imperative that actions to
strengthen financial audit capabilities are aligned with the implementation of the TCU
competency framework, to ensure synergies with — and to support implementation of —
human resource management reforms. Moreover, the TCU could consider putting in place
mechanisms to ensure that subsequent updates to the INTOSAI Financial Audit
Guidelines — and “INTOSAI Compliance Audit Guidelines related to the Audit of
Financial Statements” as suggested — are reflected in its internal guidelines and audit
procedures in a timely manner. The INTOSAI Financial Audit Subcommittee will begin a
review of two standards from the INTOSAI Financial Auditing Guidelines in 2012, with a
further 36 scheduled to be reviewed after 2013. The INTOSAI Compliance Audit
Subcommittee will begin to review ISSAI 4 200 after 2016. Ensuring TCU standards
remain up to date could be achieved by a peer review of the TCU audit methodology in
five years’ time, and involve a number of SAls represented on the INTOSAI
Subcommittees on Financial Audit and Compliance Audit.

Instil high standards of professional and ethical conduct among TCU officials

In May 2009 the TCU published a Code of Conduct defining the principles and
standards for ethical conduct applicable to its officials and its internal structures for ethics
management and is aligned with ISSAI30 on “Code of Ethics” (INTOSAI, 1998).
The Code aims i) to make explicit the principles and standards governing the conduct of
TCU officials; ii) to support the implementation of the institutional vision, mission, goals
and values; iij) to align the values of TCU officials with those of the institution;
iv) to promote high standards of conduct among TCU officials; and v) to establish basic
rules on conflicts of interest, including post-employment restrictions, for TCU officials.
Publication of the TCU Code follows the promulgation of a universal code for federal
government officials in 1990, and specific codes for high officials in the federal public
administration (2000) and officials in a variety of individual public sector entities (during
the 2000s) (OECD, 2012).

The TCU Code defines its institutional values as well as the rights, duties and
prohibitions its officials are to adhere. The institutional values include: i) defending the
public interest; ii) legality, impersonality and transparency; iii) honesty, dignity and
respect; iv) quality, efficiency and equity of public services; v)integrity and high
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standards of conduct; vi) independence, objectivity and impartiality; and
vii) professionalism, competence and development. These values are often condensed into
ethics, justice, effectiveness, independence and professionalism, as published in many
TCU documents. It is the right of every TCU official i) to work in an environment that
preserves individual well-being and work-life balance; ii) to be treated equally with
respect to performance assessment, compensation and professional development;
iii) to participate in training necessary to remain up to date with methods and techniques
relevant to their work; and iv) to engage in open dialogue with colleagues and superiors,
disseminating information that may contribute to the performance of the institution.

It is the duty of all TCU officials: i) to uphold high standards of conduct in
compliance with the TCU Code of Ethics; ii) to report immediately to the competent head
of staff any act or fact that is contrary to public interest or harmful to the TCU and its
mission; #ii) to avoid actions or relationships that give rise to real or possible conflicts of
interest; iv) to report to the TCU Ethics Committee information about relationships,
economic interests or professional activities that give rise to real or possible conflicts and
actions to be taken to avoid any risk. TCU officials are prohibited from i) undertaking
actions that undermine the values and standards contained in the Code of Ethics;
ii) abusing the powers, facilities and information of the TCU for personal favour, benefit
or advantage; iii) using unpublished TCU materials for purposes other than the execution
of their official duties; and iv) publishing or disseminating, without prior written consent,
any materials produced for their official duties that have yet to be concluded.

To support the implementation of this Code the TCU has created an Ethics
Committee. The Ethics Committee is responsible for i) organising and developing
courses, manuals, booklets, lectures, seminars and other training activities to disseminate
the Code; ii) resolving questions concerning the interpretation of, and deliberating on
omissions in, the Code, making recommendations to the TCU President for interpretive
guidelines; iii) receiving proposals and suggestions for the improvement of, and ensuring
the consistency of internal regulations with, the Code; and iv) reporting on all of its
activities annually in the TCU President’s management report, including proposals and
suggestions for the improvement of the Code. The TCU President selects and appoints the
three committee members, and three substitute members, from among permanent TCU
officials for a renewable two-year term. Members of the Ethics Committee may not have
previously received any administrative or criminal sanctions. If a member of the Ethics
Committee violates any rules contained in the Code or is criminally indicted, they are
automatically suspended until a final decision has been taken.

Conclusions and recommendations

The TCU has demonstrated increased interest in enhancing the planning and
implementation of its audit of the CPR as a means of supporting good governance.
A number of actions have been taken to support the formulation of high-quality audit
work, conducted in an efficient and effective manner. These actions include the
introduction of an audit matrix to support audit planning and the mapping of high-level
accounting processes and controls for the preparation of the BGU. Although these actions
are only recent and their full impact will take several years to materialise, they have
already had a demonstrable impact on the audit of the FY 2011 CPR. More critically,
these actions establish a basis and momentum for further improvements in audit planning
and implementation during the coming few years.
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The TCU could consider implementing a number of recommendations to advance its
audit planning and implementation of its audit of the CPR. At the core of these
recommendations is the proposition to augment the audit matrix as not only an instrument
for planning and implementation, but also for quality control. The matrix could be used to
translate the audit objectives contained in the TCU Internal Rules into operational terms
to support audit planning. The matrix can also provide a framework to define the extent
and scope of audit tests to provide competent, relevant and reasonable evidence necessary
to support audit main findings. Moreover, the matrix can support quality control by
structuring discussion within the TCU and externally with experts on the audit strategy
and main findings.

This role of the audit matrix for the CPR can also be considered in conjunction with
the findings from Chapter 2 of this peer review. For example, the matrix can help to
address the current disconnect between the content of the audit report and the main audit
findings, as well as to frame the qualifications and recommendations to guide audiences’
understanding of their significance. Finally, the audit matrix can be used as input for the
formulation of the annual TCU instruction to the federal executive that guides the
preparation of the CPR. In this context, the audit matrix can help to enhance not only the
quality of the audit on the CPR but the CPR itself.

Box 3.5. Recommendations for the Brazilian Court of Accounts:
Audit planning and implementation

Ensuring high-quality audit work

e  Further develop the audit matrix for the CPR to support the formulation of an effective and efficient
audit strategy. In doing so:

— Include information on the audit objectives articulated in the TCU Internal Rules to support the
formulation of an effective audit strategy;

— Include information about the criteria against which the subject matter will be assessed, the audit
tests to be conducted and the minimum level of materiality necessary for the audit tests;

— Include information on qualifications from the audit of the previous years’ CPR to support the
definition of audit criteria and scope of tests to be conducted;

— Include information on the weaknesses of key management systems and controls associated with
the audit subject to support the definition of audit criteria and scope of tests to be conducted;

— Include information on related work by internal audit, to the extent it may be used, considering the
different responsibilities and standards used by internal audit; and

e  Draw more systematically on the TCU internal body of knowledge as input into formulating the
matrix for the audit of the CPR. In doing so:

— Develop a common methodology to assess risk and to determine materiality across secretariats of
external control; and

— Establish and implement clear criterion for the inclusion and removal of entities and programmes
for the priority themes of the TCU and individual secretariats of external control.
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Box 3.5. Recommendations for the Brazilian Court of Accounts:
Audit planning and implementation (cont.)

Utilise improvements in audit strategy to enhance the CPR and not only the audit report itself.
In doing so:

— Communicate information on the objective and criteria of the audit to the federal executive and
the National Congress to support their preparation of the CPR;

— Utilise the audit matrix to inform the preparation of the TCU annual instruction guiding the
preparation of the CPR, including requiring the federal executive to make explicit assertions
regarding information.

Adopt a matrix to support the formulation of audit judgement and main findings, as well as internal
review and quality assurance processes.

Align quality control for the audit of the CPR with that for other control and oversight processes,
involving experts, through such forums as reference groups and/or panels, to enhance the
methodologies of the audit of the CPR as well as enhance refine audit criteria and tests.

Ensuring professional and ethical audit work

Analyse gaps between the TCU compliance audit manual and INTOSAI Compliance Audit Guidelines
related to the Audit of Financial Statements (i.e. ISSAI 4 200), to strengthen the audit of the CPR.

Align actions to strengthen financial audit capabilities of the TCU competency framework, to ensure
synergies with — and to support implementation of — human resource management reforms.

Put in place a mechanism to ensure that subsequent updates to the INTOSAI Financial Audit
Guidelines are reflected in the TCU audit manuals and audit practices in a timely manner. /n doing so:

Monitor the revision of INTOSAI Financial Audit Guidelines to ensure that new standards and
amendments to existing standards are reflected in the TCU audit manuals and procedures; and

Consider inviting a peer review of the TCU financial audit methodology in five years (i.e. 2017),
involving supreme audit institutions from the INTOSAI Financial Audit Subcommittee.

Develop a framework to rotate senior staff and/or responsibilities for the audit of the CPR, in order to
support the professional development of officials and the improvements of audit techniques.
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Notes

1 The 2000 Law on Fiscal Responsibility establishes a general framework for budgetary
planning, execution and reporting, applicable to all levels of government. It is a
"complementary law", requiring a qualified (absolute) majority of the National
Congress to be modified. The law comprises general targets and limits for selected
fiscal indicators, corrective institutional mechanisms in case of non compliance, and
institutional sanctions for non-compliance.

2 The Budget Directives Law is an annual law establishing directives for the
formulation and execution of the federal budget over a medium-term framework of
three years. It must be submitted to the National Congress for examination and
approval 4.5 months before submission of the Draft Annual Budget Law.
The Pluri-annual Plan sets the government’s priorities over the medium term, together
with explicit targets and indicative budgetary appropriations at the programme level.
It is released during the first year of every administration and spans the entire term of
the administration.

3. Prior to Constitutional Amendment 19/1998, the obligation to prepare a year-end
report existed only for public administrators. The direct federal public administration
includes the Office of the President of the Republic, federal ministries, and
secretariats of ministerial status. The indirect federal public administration includes
organisations with legal personality, including agencies, foundations, and state-owned
and mixed-capital enterprises. These public organisations implement policies on the
instruction of organisations of the direct federal public administration.
Each organisation of the indirect federal public administration is established by its
own law that defines the degree of autonomy in connection with human resources,
budget and procurement policies.

4. The federal government of Brazil, under the leadership of the Secretariat of the
National Treasury, is introducing a cost system to measure the efficiency of federal
government programmes. This system combines information from various
management systems of the federal public administration to better assess and evaluate
the delivery of public services. In the first semester of FY 2009, the Secretariat of the
National Treasury initiated the development of an “exploratory prototype” for this
system. The project was approved in July 2010 and the Secretariat of the National
Treasury has since initiated training for public officials to use the system. The system
was launched at the end of August 2010 (OECD, 2012).
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Chapter 4

Communicating findings and assessing impact

This chapter analyses the Brazilian Federal Court of Accounts’ (Tribunal de Contas da
Unido, or TCU) actions to communicate its main findings on and assess the impact of its
audit of the consolidated year-end government report: the Accounts of the President of
the Republic (Contas do Presidente da Republica, or CPR). The chapter addresses
1) the strategy to communicate the main findings (i.e. audit opinion, qualifications and
recommendations) to target audiences, i) the instruments used to communicate these
findings — and, more broadly, to encourage discussion on government accountability; and
iii) the systems and indicators used to assess the impact of communications activities and
the audit more generally. The analysis in this chapter is framed by the International
Standards of Supreme Audit Institutions’ (ISSAI) “Principles of Transparency and
Accountability” (ISSAI 20).
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Introduction

This chapter analyses actions to communicate the main findings and assess the impact
of the external audit of Brazil’s consolidated year-end government report by the Federal
Court of Accounts’ (Tribunal de Contas da Unido, or TCU). Supreme audit institutions
(SAIs) and other independent government authorities are increasingly paying attention to
clearly communicate their main findings and demonstrate the impact of their work.'
The analysis in this chapter is framed by the Infernational Standards of Supreme Audit
Institutions’ (ISSAI) “Principles of Transparency and Accountability” (INTOSAI 2010).
Principles 7 and 8 for transparency and accountability encourage SAls to communicate
publicly on the results of their audit work in a timely fashion through the media, Internet
and other means. Reporting refers not only to the main findings but also follow up
measures taken with respect to these findings. The principles also emphasise the need to
maintain strong relations with relevant legislative committees in order to help them better
understand audit main findings and to take appropriate action. However, the principles
underline the possibility for SAls to communicate directly with the media and to
encourage public and academic interest in their main findings.

In analysing efforts to communicate the main findings and assess impact of the TCU
audit of the consolidated year-end government report — the Accounts of the President of
the Republic (Contas do Presidente da Republica, or CPR) — this chapter addresses the
following questions:

e [s there an explicit co-ordinated strategy to communicate the main findings to
primary and secondary target audiences?

e What instruments are used to communicate these findings — and, more broadly, to
encourage debate on government reporting and performance?

e What indicators are used to assess the impact of communication activities and the
audit more generally on government accountability and decision making?

The term “main findings” as used in this chapter refers to the audit opinion,
qualifications and recommendations on the CPR. An audit opinion is normally in a
standard format, which obviates having to state at length the findings of all audit tests but
nonetheless conveys a message in an understandable context. Qualifications are material
issues identified that may affect the audit main findings. Recommendations are
suggestions to the federal executive in order to improve processes and enhance
government reporting, performance and accountability.

The TCU has taken a number of actions to improve communication of the main
findings stemming from the audit of the CPR in recent years; and has been supported by
efforts to enhance TCU external communications more generally. Specific actions to
improve communication of audit findings on the CPR began with the development of an
executive summary, “synthesis sheets” and a dedicated webpage for this audit.
More recently, the TCU has launched seminars and workshops to disseminate the main
findings with different audiences, including the federal executive, civil society and
academia. In 2012 the TCU also launched a journalism award to promote media coverage
on the issues addressed in the audit of the CPR, though the scope of this award was
subsequently broadened to cover all TCU control and oversight processes. The resourcing
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of TCU units interacting with the National Congress and media have increased during the
last few years, enabling more intensive communication of control and oversight processes
and their main findings.

A key challenge facing TCU communications for the audit of the CPR is the need to
define communication objectives rather than simply bettering dissemination activities.
In other words, the TCU needs to focus on what are the desired actions to be taken its
primary and secondary audiences once they receive the main findings. The TCU could
benefit from implementing an explicit co-ordinated communication strategy. Such a
strategy can help to define communication objectives as well as to identify target
audiences, refine key messages and select an appropriate communications mix for each
audience. A strategy should also establish how the impact of communication activities
will be assessed and allocate dedicated resources for assessment. Assessing impact can be
supporting by reporting not only on the federal executive’s actions to implement
recommendations but also those to address qualifications on the CPR. Members of
National Congress could be surveyed to determine their knowledge, understanding and
use of the main findings on the CPR. Media coverage on the main findings on the CPR
could also be systematically assessed. Together, these actions can help improve the
effectiveness of TCU communication and enhance audit impact.

Communication strategy for the audit main findings

Although the TCU considers the audit of the CPR one of its most significant
activities, there is no explicit co-ordinated strategy to communicate main findings,
i.e. audit opinion, qualifications and recommendations. As discussed in Chapter 1 of this
peer review, the significance of this audit stems from a variety of factors, including its
history, content and procedure. The audit is the first constitutional responsibility of the
TCU, and one that has direct input into the oversight activities of the National Congress.
It is one of the longest-standing activities of the TCU, having been conducted since 1892,
and one of the broadest in scope. The decision on the audit opinion and supporting report
is taken in an extraordinary session of the TCU Plenary, made up of all nine TCU
ministers. However, the TCU has in the past considered its audit of the CPR completed
upon the decision of the TCU Plenary. Moreover, the TCU currently does not specifically
understanding the process for, or comprehend the main barriers and constraints affecting,
National Congress’ scrutiny of the CPR and the TCU audit opinion.

An explicit co-ordinated communication strategy could help the TCU to i) define its
primary target audience(s) as well as discerning their current level of awareness,
understanding and use of the audit report; ii) articulate clear and measurable
communication objectives for each primary target audience; iii) ensure the selection of an
appropriate communications mix for each primary target audience; iv) allocate internal
roles and resources for communicating the main audit findings; and v) provide a sound
basis for evaluating, and learning lessons from, communication activities.
Box 4.1 proposes generic content for such a strategy.
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Box 4.1. Generic content for a communication strategy for the Brazilian Federal Court

of Accounts’ audit of the Accounts of the President of the Republic

Introduction and overview

Introduction, outlining why a communication strategy is being developed, what it hopes to achieve
and who is responsible for the communication strategy.

Background, briefly stating the objectives of the audit being communicated, providing sufficient detail
for someone who has no knowledge of the audit.

Rationale for the communication strategy, stating why a communication strategy is necessary and
what the target audience is expected to “do” as a consequence of receiving the communication
messages. The rationale should draw on lessons from previous communication strategies with
emphasis on lessons learned about: i) target audiences; ii) communication objectives;
iif) communication activities; and iv) the impact of communication activities.

Objectives and messages

Audit objectives & scope, providing the overarching context necessary for understanding how the
communication strategy will support the desired audit outcomes.

Communication objectives: These should be clear and measurable so as to inform the development of
an appropriate communication strategy and serve as the basis for evaluating that strategy.
Communication objectives are distinct from communication tasks that are undertaken to achieve the
objective; they may include raising awareness, changing attitudes and changing behaviours.

Target audiences.: The more thoroughly target audiences are defined and understood, the greater is the
likelihood of a strategy succeeding. Broad groupings such as “the legislature”, “the executive” and
“citizens” are less likely to result in a strategy that works. Target audiences may be subsequently
grouped into the categories of primary (those directly affected or that need to take action); secondary
(those benefiting from the main findings and/or perhaps influencing the primary audience); and other
stakeholders (those having a general interest). Attention may also be given to specific audiences, such
as those who lack access to information through, for example, low income, poor education, low

literacy levels, disability or geographical isolation.

Messages and evaluation

Key messages, including details of main findings (i.e. the audit opinion, qualifications, other key
messages and recommendations), as well as positive actions taken by the federal executive to address
qualifications and implement recommendations since the last audit; and a clear “call to action”
outlining what target audiences should do as a result of receiving the messages. The key messages
should encapsulate the communication objective in as few words as possible. Attention should also be
given to whether separate objectives and key messages exist for different target audiences.

Communications mix, outlining all of the proposed instruments for the communication strategy.
The mix should include a brief description of the instruments and the use of the instruments by
different target audiences. Specific attention should be accorded to instruments to target audiences
with little or no access to information. The specific mix should be guided by communications research
on the target audiences and evaluation of past communication strategies.

Evaluation, which plays a crucial role in ensuring that communication activities are well directed and
that lessons can be learned. Evaluation also helps gather information necessary to meet accountability
requirements.
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Box 4.1. Generic content for a communication strategy for the Brazilian Federal Court
of Accounts’ audit of the Accounts of the President of the Republic (cont.)

Management and resourcing

e Communication management, defining the roles and responsibilities of the members of the
communications team. This could include defining the roles of different divisions within the
organisation, especially if these different units are responsible for different stakeholders. It should be
include information on any internal approval processes and who is ultimately responsible for approval.

o  Timeline, with start-to-finish coverage and any specific dates that need to be accommodated, such as
announcements and launches. Consideration should also be given to other significant events beyond
the scope of influence of the institution responsible for the communication strategy.

®  Budget, stating the amount of money and staff time available for implementing the communication
strategy, with specific amounts for each component of the strategy and what activities each includes.
A share of resources should be set aside for evaluation.

Admittedly, the TCU has taken a number of actions to develop its institutional
communication system during the last decade, but not always systematically measuring
the outcomes. Beginning in 2003, the TCU included communications with the
National Congress and citizens as an element of its strategic plan. In 2007 the TCU
established a specific TCU-wide communications plan for FY 2008 and FY 2009
focusing on citizens, the National Congress, the federal executive and media.
This communications plan was subsequently absorbed into the 2011-15 TCU Strategic
Plan. The current plan outlines among its goals: i) improving communications with
citizens and civil society; and ii) enhancing relations with the National Congress
(Figure 4.1). Implementation of the strategic plan is supported by annual directives that
establish targets, define initiatives and identify responsibilities to achieve these targets.
However, the targets themselves are not systematically measured. For example, “National
Congress satisfaction with the TCU”, objective 13 of the plan, has yet to be measured
(Table 4.1).

Clearly define the primary audiences and communication objectives for each

The TCU could better define its communication objectives, focusing on what it seeks
from primary and secondary audiences once they receive the main findings on the CPR.
Although the TCU has invested in broadening the audience for its audit of the CPR,
discussed in the following section, it has yet to articulate a clear communication objective
for each target audience, nor prioritise its various audiences. The current communication
objectives for the audit of the CPR are articulated very similarly to the desired results of
the TCU strategic plan: i.e. to have a positive impact on transparency and accountability,
and to support better management practices within the federal government — as well as to
enhance the institutional image of the TCU itself (TCU, 2011a). Moreover, the TCU has
limited information on its audiences: the National Congress’ Planning, Budget and
Control Joint Committee (Comissdo Mista de Planos, Or¢amentos Publicos e
Fiscalizagdo, or CMO), the Office of the Comptroller General of the Union (CGU), the
Secretariat of the National Treasury (Secretaria do Tesouro Nacional, or STN) and the
media. The TCU could focus on understanding categories of audiences within these
broader groupings, their knowledge and understanding of the audit objectives, and how
they use the main findings.
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In refining its communications objectives, the TCU could pay particular attention to
the National Congress. The 1988 Constitution of the Federative Republic of Brazil
establishes the National Congress as the primary audience of the audit of the CPR.
The Constitution explicitly states that the TCU opinion should be “preliminary”, which
the TCU emphasises should be taken to mean that the National Congress has the
exclusive competence to issue the opinion on the CPR and thereby to judge the
performance of, and hold accountable, the President of the Republic. In recent years the
TCU has given more attention to audiences other than the National Congress with respect
to the audit of the CPR. This can be explained, in part, because of substantial delays in
National Congress scrutiny of the CPR and the audit opinion. As discussed in Chapter 1
of this peer review, the National Congress — through the CMO — only begins to review the
CPR using the TCU main findings, on average, two-and-a-half years after receiving these
materials.

As part of efforts to better support the National Congress in holding the federal
executive to account, the TCU could take action to understand the barriers and constraints
affecting legislative scrutiny of the CPR and its main findings. This information could
support more targeted communication activities by the TCU to the National Congress.

Select an appropriate communications mix for different primary and secondary
audiences

The TCU uses a broad communications mix to disseminate the main findings of its
audit of the CPR. This mix includes an executive summary and synthesis sheets, the TCU
(Internet) Portal, national radio and television, social media, and specific events and
meetings with different audiences. This is in addition to opening up to the public the
extraordinary session of the TCU Plenary that decides on the audit opinion of CPR.
Approximately a dozen federal ministers, as well as the President of the Federal Senate
and the President of the Chamber of Deputies, attended the TCU Plenary session on the
audit of the FY 2011 CPR. Although the TCU renders its audit opinion to the National
Congress, there is no formal presentation of the audit main findings on the CPR at the
National Congress. Such a presentation could be explored in co-operation with the
National Congress.

Use the executive summary and synthesis sheets to focus on main findings of the
audit of the CPR

The executive summary and synthesis sheets are considered key instruments for
distilling and communicating the main findings on the audit of the CPR, given that the
full audit report is over 500 pages in length. The TCU first published an executive
summary for the FY 2004 CPR. Beginning with the audit of the FY 2009 CPR, the TCU
began to produce synthesis sheets of its audit; these use simple, accessible language and
highlight more clearly what the TCU perceives as the most relevant aspects of its audit.
The appealing format of the synthesis sheets accounts for their popularity and subsequent
use as the primary content of the TCU dedicated website on the audit of the CPR,
discussed in the following section.

A key challenge facing the TCU is how to effectively distil the main findings from
the audit of the CPR in the executive summary and synthesis sheets. This can be seen
from the volume and content of the information communicated through these instruments.
The TCU executive summary on the audit of the CPR grew from approximately 40 pages
(or 10% of the total audit report size) to approximately 100 pages (or 25% of the total
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audit report size) between the audits of the FY 2004 and FY 2008 CPRs. While the
executive summary for the audit of the FY 2010 CPR was reduced to 12 pages, it grew to
41 pages the year after (Table 4.2).

Table 4.2. Number of pages of the Brazilian Federal Court of Accounts’ report, executive summary and
synthesis sheets on the audit of the Accounts of the President of the Republic

Audited fiscal year
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

TCU audit opinion & audit report 646 609 596 486 342 322 447 431 467 488 511
E)F()Té:utlvesummaryofTCUaudltofthe 4 71 49 83 103 na 12 41

TCU synthesis sheets on the audit of the
CPR (counting front & back)

Notes:
CPR = Accounts of the President of the Republic; TCU = Brazilian Federal Court of Accounts.

14 46 50

The executive summary and synthesis sheets could focus more on the main findings
of the audit of the CPR to guide audiences’ understanding, framing the findings to
emphasise their significance for government accountability and performance. At present
the TCU focuses more on communicating key analysis and data contained in the audit
report rather than the main findings. That the synthesis sheets are arranged by chapter of
the audit report rather than the main findings also reflects this fact. Moreover, even
though there is a specific synthesis sheet titled “Conclusions, Qualifications and
Recommendations”, it does not address the main findings in their entirety.
The “Conclusions, Qualifications and Recommendations” synthesis sheet for the audit of
the FY 2011 CPR made reference to the existence of 25 qualifications but did not list or
discuss even one of them, nor the expected impact of addressing them (Table 4.3).
The same synthesis sheet noted that there were 40 recommendations but listed only 10 of
them, stating what should be done but not stating the importance or expected benefit of
their implementation.

The synthesis sheets could also be more clearly branded as part of the audit of the
CPR. At present the sheets, if accessed individually, cannot be explicitly linked to the
audit of the CPR. Rather, they are branded by the content of the material they discuss.
The risk is that if the synthesis sheets are read individually from one another, there is no
way to identify that they stem from the audit of the CPR.

Moreover, the TCU could evaluate the need for both an executive summary and
synthesis sheets on the audit of the CPR. Although the synthesis sheets were originally
conceived for journalists, they now overshadow the executive summary for many
audiences because of their more attractive format.

BRAZIL’S SUPREME AUDIT INSTITUTION © OECD 2013



172 - 4. COMMUNICATING FINDINGS AND ASSESSING IMPACT

Table 4.3. Inclusion of qualifications and recommendations in the Brazilian Federal Court of Accounts’
synthesis sheets on the audit of the Accounts of the President of the Republic

Audited fiscal year 2009 2010 2011
Synthesis sheet on Synthesis sheet on
Communication instrument coqglus!ons, Full Synthesis gheet on Full cor)glus!ons, Full
qualifications & report conclusions report qualifications & report
recommendations recommendations
Qualifications 15 16 0 8 0 25
Recommendatlons, of which 13 33 0 2 10 40
linked to
2. Brazil's economic 0 0 0 0 0 2
performance
3. [Compliance of] Budget
execution [with
budgetary laws & ! ° 0 4 4 i
regulations]
4. [Compliance &
performance of] 2 2 0 0 0 0
Government sectoral
actions
5. [Regularity of the]
Consolidated financial 3 19 0 16 0 13
statements of the
federal government
6. [Assessment of]
Thematic topic(s) ! : 0 0 8 &
7. [Status of]
Recommendations from
previous audit of 0 0 0 2 0 0
year-end government
report

Notes:

BGU = General Balance of the Union; CPR = Accounts of the President of the Republic.

Centralise all content for the audit of the CPR on its dedicated TCU webpage

The TCU created a dedicated webpage for reporting on the audit of the FY 2006 CPR
and has subsequently improved the page over the past five years. This dedicated webpage
has become the platform through which to access not only the full audit report on the
CPR, but also the executive summary and synthesis sheets (Table 4.4). Moreover, the
synthesis sheets now provide the basis for the online content of the TCU dedicated
webpage on the audit of the CPR.

A number of pages could be made to the dedicated TCU webpage on the audit of the
CPR in order to make the main findings more accessible and to draw attention to the
subject matter of the audit. The TCU could consider publishing all content related to the
audit on this webpage. This could include, for example, the press release(s) for the audit
report and contact details for media; presently this information is only available through
other parts of the TCU Portal. The TCU could also include links to its reports on control
and oversight processes for monitoring actions by the federal executive to address audit
qualifications and implement audit recommendations. The direct link to these control and
oversight processes is particularly relevant for demonstrating the impact of TCU audit
work. This could be complemented by a synthesis of actions by the federal executive to
address audit qualifications and implement audit recommendations, perhaps using a
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traffic light summary to communicate this information clearly to audiences (i.e. green
means completed; orange, being implemented; and red, no progress).

Table 4.4. Content of the Brazilian Federal Court of Accounts’ dedicated webpage on the audit
of the Accounts of the President of the Republic

Audited fiscal year

Content 2006 2007 2008 2009 2010 2011

Report information

Title of the audit ° ° ° ° ° °

Name of rapporteur ° ° ° ° ° °

Link to the subject matter (i.e. the CPR) 0 0 0 0 0 0

Download full audit report ° ° ° ° ° °

Download the main findings (i.e. opinion, qualifications & recommendations) ° 0 0 0 0 0

Download the executive summary of the audit report ° ° ° n.a. ° °

Download the “synthesis sheets” of the audit report n.a. n.a. n.a. ° ° °

Download the individual chapters of the audit report 0 0 0 ° 0 0

Link to reports on control and oversight processes for monitoring actions by the

federal executive to address audit qualifications and implement audit 0 0 0 0 0 0

recommendations

Synthesis of actions by the federal executive to address audit qualifications and

; . . 0 0 0 0 0 0

implement audit recommendations

Frequently asked questions 0 0 0 0 0 0
Social media

Video on the audit 0 0 0 0 ° 0

Links to various TCU social media pages (e.g. Twitter, Facebook) 0 0 0 0 °

Ability for users to post audit information on social media platforms 0 0 0 0 0 0
Interaction & feedback

Press release on the audit 0 0 0 0 0 0

Contact details for media 0 0 0 0 0 0

Online satisfaction survey 0 0 0 0 ° °
Institutional information

TCU logo ° ° ° ° ° °

TCU mission ° ° ° ° ° °

Notes:

e = Yes, o= No; n.a. = Not applicable (not produced); TCU = Brazilian Federal Court of Accounts; CPR = Accounts of the
President of the Republic. There was no dedicated TCU webpage prior to the audit of the FY 2006 CPR.

The dedicated TCU webpage for this audit could also include a direct link to the
actual CPR to which it relates. This concern is augmented because the TCU audit opinion
is not characterised by “completeness” — i.e. it is not appended to and published together
with the CPR. As discussed in Chapter 2 of this peer review, the incompleteness of the
opinion is a consequence of the reporting process of the CPR, as defined in Brazil’s 1988
Constitution: the TCU audits the CPR after the President of the Republic has presented
the accounts to the National Congress. This reporting process, whereby the TCU audits
the CPR after it has been published and sent to the National Congress by the President of
the Republic, began in 1934. Prior to that the TCU would issue an audit opinion before
the CPR was sent to the National Congress by the President of the Republic, and this
opinion would be appended and published together with the CPR. Not publishing the link
to the CGU website on the CPR creates a disconnect with the subject matter in question.
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Clarify which audiences use national radio, national television and social media

The TCU has a history of using national radio, national television and social media to
communicate its audit findings on the CPR with citizens who are unable or disinclined to
access its website. However, the TCU does not know which of its audiences actually use
these instruments (Table 4.5). Underlying the continued TCU use of national radio and
television is the relatively low level of Internet penetration and use in Brazil compared to
OECD countries. Only 45% of Brazil’s population had some form of access to the
Internet in 2009, with only 39% of the total population accessing the Internet at least once
in the previous 3-month period. Brazilian citizens’ use of the Internet to access
government services and information is even more limited, with only 27% of the
population over 16 years of age accessing e-government services within the previous
12-month period (CGI, 2009). These numbers are below many OECD country figures
owing to a lack of infrastructure affecting large segments of Brazil’s population, mainly
in rural areas. By comparison, broadband Internet penetration is over 90% in Korea and
around 40-45% in Portugal and Spain. Brazil’s figures for broadband Internet penetration
are more on par with Chile (32%) but higher than Mexico (10%) (OECD, n.d.).

The TCU increasingly uses social media to communicate directly with citizens,
though currently its approach is a gradual one that balances citizens’ expectations with its
institutional capabilities. The TCU has found that direct communication with citizens
creates new opportunities for direct social control by citizens seeking information through
its official profile pages and using these pages to deliver feedback and report misconduct
about the federal government. At the same time, the TCU considers that using social
media can enhance its institutional image as being closer to citizens. As in many Latin
American countries, adoption of mobile technologies has largely outpaced broadband
Internet adoption in Brazil. In 2008, more than 50% of Brazil’s population had mobile
phones, whereas this number was below 35% in 2005. Although the TCU views products
for mobile technologies positively but does not have the capabilities to utilise them
effectively at present.

Table 4.5. Brazilian Federal Court of Accounts’ use of national television, radio and social media

. Used - Ta.rget
Media Instrument ! Description audience
since
reached
National TCU Minute, Voice of 1995 One-minute briefing about TCU activities on governmental radio show; Undefined
radio Brazil “Voice of Brazil”, broadcast nationwide on Monday, Wednesday & Friday
National TCU Citizen 2009 1- to 2-minute videos shown about TCU activities & responsibilities during Undefined
television programme breaks on different government TV channels, including
Federal Senate TV, Chamber of Deputies TV, & Justice TV
TCU in Action 2009 30-minute TV show broadcast on Federal Senate TV & Chamber of Undefined
Deputies TV channels, focusing on specific themes and/or subjects
relevant to recent TCU findings or oversight activities
Social media  TCU Facebook Page 2011 TCU publishes information about works, events and courses, & allows Undefined
citizens to interact directly with the TCU to ask questions & make
suggestions
TCU Twitter Profile 2011 Used to disseminate rapid updates on TCU activities, focusing primarily on Undefined
audit results
TCU YouTube 2011 Archive of institutional videos “TCU in Action” & “TCU Citizen” Undefined

Notes: TCU = Federal Court of Accounts.
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Assess the impact of specific events to communicate the main findings from the
audit of the CPR

Since 2011 the TCU has sought to increase the number of forums for disseminating
its main findings on the audit of the CPR, both within the government and externally. One
such forum is the Council for Economic and Social Development (Conselho de
Desenvolvimento Econdémico e Social), an 82-member body representing the federal
executive and sectoral, social and geographical diversity of Brazilian citizens.
This Council has been described as one of the Lula Administration’s most innovative
measures to provide a mechanism for greater dialogue and improved governance, the
better to implement the government’s reform agenda (Doctor, 2007). In 2012, the TCU
will launch an annual seminar on the audit main findings on the CPR with key
stakeholders from the federal executive, and will begin a project to present the main
findings on the CPR at major Brazilian universities.

Box 4.2. The role of councils within the federal government of Brazil

The federal government of Brazil has long sought to mainstream citizen engagement in public policy
through participatory councils at all levels of government. At the federal level, councils focus on the formulation
and oversight of public policies, and may be deliberative or consultative. Deliberative councils play an active
role in decision making and may publish resolutions, recommendations and mandatory guidelines to shape public
policy. Consultative councils provide a forum for dialogue between government and citizens as input into the
formulation of public policy.

In October 2010, there were 61 national councils involving 1 742 participants: 785 from the federal
government and 957 from non-governmental organisations. Of these 61 national councils, 19 have been created
since 2003. At the municipal level councils are involved in oversight of the implementation of federal
programmes. In 2004, over 28 000 councils were established for health, education and the environment alone.

Although all national participatory councils require the involvement of civil society organisations, their
composition varies considerably. In October 2010 there were 38 national councils with civil society
organisations comprising more than 50% of membership (29 with between 50% and 74%, and 9 with between
75% and 99%). Of the remainder, 18 are comprised of 25-49% representation from civil society organisations
and 5 have 1-24%. In January 2007, some 440 non-governmental organisations were represented on national
councils, many of them organisations participating on multiple councils.

Source: Adapted from Coelho, V.S.P., B. Pozzoni and M. Cifuentes (2005), “Participation and Public Policies in Brazil” in
J. Gastil and P. Levine (eds), The Deliberative Democracy Handbook: Strategies for Effective Civic Engagement in the
Twenty-First Century, Jossey-Bass, California; da Silva, E.R.A. (2009), “Participacdo Social e as Conferéncias Nacionais de
Politicas Publicas: Reflexdes Sobre os Avancos e Desafios No Periodo de 2003-06” [Social Participation and National
Conferences on Public Policy: Thoughts on Progress and Challenges in the Period of 2003-06], Texto para Discussdo 1378,
Instituto de Pesquisa Economica Aplicada, Rio de Janeiro.

In 2012 the TCU launched its own Journalism Award, with the aim of rewarding
those who report on specific topics included in the audit of the CPR. The TCU award
offers BRL 80 million in prize money, divided among four categories: print media
(newspapers and magazines), radio, television and the Internet, with BRL 15 million for
first and BRL 5 million for second place. For its inaugural year the award was to focus on
the role of government in the economy, infrastructure needs for sustainable economic and
environmental growth, and the impact of the 2014 World Cup. However, the TCU took a
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decision to change the scope of the award to cover all TCU control and oversight
processes and not simply the audit of the CPR.

Enhance co-ordination in communications management

Communications management for the audit of the CPR is the joint responsibility of
three TCU units: the Secretariat of Government Macro-Evaluation (Secretaria de
Macroavaliagdo Governamental, or Semag); the Secretariat of Communication
(Secretaria de Comunicag¢do, or Secom) and the Congressional Advisory Service
(Assessoria Parlamentar, or Aspar). Both Aspar and Secom are under the General
Secretary for the President of the Republic; Semag is under the General Secretary for the
External Control. Semag co-ordinates planning and implementation of the audit of the
CPR and leads TCU activities to communicate the main findings of this audit to the
federal executive. Secom prepares printed and multimedia materials relating to the audit,
organises a press conference for the launch of the audit report, and analyses the media
coverage given to the audit findings. Aspar is responsible for managing communication
of the main findings to the National Congress, and may organise meetings with the heads
of congressional committees and individual members of the National Congress to do so.
Apsar may also identify specific congressional sessions in which the main findings could
be presented.

Communication of the audit of the CPR has benefited from actions to increase the
responsibilities and resourcing of both Secom and Aspar. Secom was created in 2011,
replacing the Communication Advisory Unit. It differs from that earlier unit in that its
responsibilities have increased, to i) analyse information reported about the TCU;
ii) make TCU judgements and reports more accessible to specific and general audiences;
and iii) produce journalistic content about the TCU and its activities. More generally,
Secom formulates TCU policies and co-ordinates actions to promote awareness and
understanding of TCU activities and performance among the general public. Secom has
25 full-time staff: 8 are TCU auditors and 6 are TCU technicians (6 of the 14 auditors and
technicians have backgrounds in communications), 7 interns and 4 consultants.
Secom reports that it is better resourced than its predecessor, though information on the
change in staffing and financial resources was not available.

Since 2008, the role of Aspar changed with a new TCU policy to increase interaction
with the National Congress and make congressional committees more aware of its work.
As part of this policy, the TCU has sought to better inform the National Congress about
its activities and to better manage its specific requests (Box 4.3). Neither of these actions
constitutes a new mandate; they have been part of the TCU mandate outlined in the 1988
Federal Constitution. However, this policy has led to a significant increase in the level of
interaction between the TCU and National Congress, to raise awareness of the TCU and
participate in the work of the National Congress. This is evident from the large increase
of activities in which the TCU is present in the National Congress without the significant
increase in oversight processes requested by the National Congress (Figure 4.2).
The responsibilities of Aspar also include conducting research about expectations and
demands of the National Congress with respect to external control, and managing and
updating the TCU database on the National Congress. Six auditors and five technicians
staff Aspar.
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Figure 4.2. Interaction between the Brazilian Federal Court of Accounts and the National Congress

A. Federal Court of Accounts’ presence in National Congress
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B. Brazilian Federal Court of Accounts’ oversight processes initiated by the TCU and requested by the National Congress
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Note: Data do not include meetings between the TCU and the main political parties following the 2010 national
elections that served to inform the new members of the National Congress about the TCU functions and
responsibilities.

Source: Adapted from TCU (2011b), O Congresso Nacional e o TCU: Controle Externo Integrado, 2¢ edi¢do
(Congress and TCU: Integrated External Control, 2nd Edition), Tribunal de Contas da Unido, www.tcu.gov.br.
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Box 4.3. National Congress requests to the Brazilian Federal Court of Accounts

Brazilian Federal Court of Accounts' (TCU) Resolution 215/2008 establishes procedures for the admission
and processing of requests for oversight activities by the National Congress, its chambers and committees.
The National Congress may request the TCU to i) audit an administrative unit from any branch of the federal
government; /i) audit the regularity of financial statements of, or a specific expenditure by, an administrative unit
from any branch of the federal government; or iii) provide information on control in an administrative unit in any
branch of the federal government and/or the results of past TCU control and oversight processes.

National Congress requests may originate from either the Federal Senate or the Chamber of Deputies, or any
of their respective committees. All requests must be channelled through the Presidents of the National Congress,
the Federal Senate and the Chamber of Deputies. Requests from individual members of the National Congress or
political factions are not considered. Requests for an audit of the regularity of financial statements of, or of a
specific expenditure by, an administrative unit in any branch of the federal government must originate from the
Chair of the National Congress Planning, Budget and Control Joint Committee.

National Congress requests must be sent directly to the TCU President; it is prohibited for any other TCU
body/unit to receive a direct request from the National Congress. In processing a National Congress request, the
TCU is prohibited from i) terminating the processing of a request before it is concluded; ii) including a request in
another TCU process, unless the same authority requests both processes; or iii) disregarding a request altogether.

Requests from the National Congress, its chambers and committees are classified as a priority matter for the
TCU. The TCU President must periodically update the requesting authority on the request’s status, and transmit
the result of a completed request to the National Congress. The TCU has also established deadlines for
processing National Congress requests: 180 days for an audit of an administrative unit in any branch of the
federal government; and 30 days for information requests on audits, conclusive opinions on the regularity of
expenditure, or requests for action related to main findings in reports of congressional commissions of inquiry.
The TCU Plenary may extend these deadlines once, for an equal period.

In processing a request, the TCU President must: i) inform the requesting authority of the number given to
the process and, if applicable, the TCU minister responsible for overseeing the request — or the reason why a
request cannot be processed, and ii) assign the processing of the request to an appropriate TCU unit. It is up to
the responsible TCU unit, through the appointed TCU minister, to clarify the objective and scope of a request.

All National Congress requests are deliberated by the TCU Plenary composed of all nine TCU ministers.
A request is concluded once the requesting authority is provided with a report containing i) the TCU position, in
the case of a request for information; ii) the TCU position regarding the need for an ad hoc audit of an
accountable official, in the case of a request for an audit or inspection; #ii) the TCU opinion, in the case of a
request for a conclusive statement; or iv) a statement that the TCU does not have the authority, or that it is
technically impossible, to process the request.

Source: Adapted from Brazilian Federal Court of Accounts “Resolucao 215/2008 Dispde Sobre o Tratamento de Solicitagdes
do Congresso Nacional” (on the Treatment of Requests from the National Congress).

Indicators to assess communications and audit impact

The TCU does not have any specific systems and indicators to measure the impact of
its communication activities related to the audit of the CPR or the impact of the audit
more generally. Figure 4.3 illustrates the channels through which the TCU audit main
findings could have an impact. The TCU can i) monitor the federal executive’s actions to
respond to the main audit findings; ii) survey the National Congress’ awareness,
understanding and use of the audit’s main findings; and iii) assess media coverage of the
main findings. However, as noted in the previous section, the TCU could focus on
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understanding categories of audiences within these broader groupings and their preferred
communications mix to receive information on the main findings.

Figure 4.3. Possible impact of the Brazilian Federal Court of Accounts’
audit of the Accounts of the President of the Republic

Key: — Directimpact

——-Indirect impact Federal executive takes actions to

address qualifications & implement
N recommendations

TCU main findings (i.e. audit opinion,

qualifications & recommendations) on s o
the Accounts of the President of the < > QQ >
Republic IR .
N {\\3’ & & National Congress holds federal

executive to account by monitoring actions
to address qualifications & implement

y
|
|
|
\A |
; :
P S
/\C’QQQ\Q Q\Q\Q) Qéz’ recommendations :
PO !
|
Citizens’ demand :
|
|
4
l
|
|
|
|
|
|
|
J

(1) Federal executive to improve reliability of :
reporting & address main audit findings, |
(2) National Congress to monitor federal

executive’s actions to address qualifications

&implement recommendations

Media supports awareness &

understanding of TCU main findings on the |

Accounts of the President of the Republic =t ==—=—=—=—=—=—=—=— I

by citizens, the National Congress &
federal executive

Report on the federal executive’s actions not only to implement
recommendations but also to address qualifications

The TCU could more systematically report on actions by the federal executive to
address qualifications and implement recommendations on the CPR. The TCU only
systematically includes information on the status of the audit recommendations in for the
subsequent audit report on the CPR. Moreover, the TCU treats past recommendations
separately from current recommendations in the audit report, creating an artificial
distinction between the two categories. Of the 100 TCU recommendations in the audits of
CPRs between FY 2006 and FY 2010, 43 were removed for being implemented; 35 were
removed after being partially implemented; and 22 were removed without being
implemented at all (Table 4.6). There is no reporting of the federal executive’s actions to
address previous qualifications identified in the audit of the CPR. The TCU reports that it
does monitor actions by the federal executive to address qualifications through routine
control and oversight processes. As noted in the previous section, the TCU could include
links to its control and oversight processes monitoring actions by the federal executive to
address qualifications on its dedicated webpage for the audit of the CPR.
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Table 4.6. Brazilian Federal Court of Accounts’ reporting on recommendations
from previous audit of the Accounts of the President of the Republic

Audited fiscal year
2006 2007 2008 2009 2010

Recommendations considered implemented & removed/being implemented &

6 10 10 6 1
removed
Recommendations being partially implemented & removed 9 6 8 7 5
Recommendations not considered implemented & carried forward 19 10 6 14 0
Recommendations not considered implemented & removed 3 3 4 6 6

In 2012, the TCU issued a special report to demonstrate the impact of its audit on the
CPR for the past five years, but did not assess the status of previous TCU qualifications
and recommendations. The objective of the special report — titled Priority Topics from the
Accounts of the President of the Republic over the Past Five Years: 2007-2011 (hereafter
“Priority Topics Report”) — was to highlight significant issues that have consistently
arisen in the audit of the CPR during the previous five years. The report was launched
together with the audit of the FY 2011 CPR and highlighted 11 Priority Topics; each was
accompanied by a brief introduction, contextualisation and TCU actions or plans to
monitor the topics.

The Priority Topics Report does not, however, focus on reporting the impact of TCU
audit of the CPR. For example, the discussion of compliance with Pluri-annual Plan’s
financial and physical targets and indicators in the report does not refer to the
qualifications and recommendations from the audits of the FY 2007, 2008, 2009 or
2011 CPRs. Discussion of compliance with the Budget Directives Law’s (Lei de
Diretrizes Or¢amentadrias) priorities and goals in the report does not refer to the
qualifications and recommendations from the audits of the FY 2008, 2009, 2010 or 2011
CPRs. The discussion of attestation of the consolidated financial statement of the federal
government — the General Balance of the Union (Balan¢o Geral da Unido, or BGU) — in
the audit report does not refer to the qualifications and recommendations from the audits
of the FY 2007, FY 2008, FY 2009, FY 2010 or FY 2011 CPRs (Table 4.7).

Survey National Congress’ awareness, understanding and use of main findings
on the CPR

An additional approach to measuring the communication and broader audit impacts
could be to periodically survey awareness and understanding of the CPR audit, its
objectives and the main audit findings among members of the National Congress.
The 2011-15 TCU Strategic Plan included surveys of National Congress members, but as
of 2012 the TCU has yet to conduct any such surveys. SAls in a number of OECD
countries survey members of the legislature as input into evaluating impact; two
examples are the Australian National Audit Office and the Auditor General of Canada
(Boxes 4.4 and 4.5, respectively). In adopting this approach, the TCU should use good
practice methodologies to ensure the quality of survey results; seek to understand the
factors that underlie the results; and be conscious of and understand the limitations of
perception surveys (OECD, 2012). The TCU could also more systematically monitor and
report internally on discussions related to the audit of the CPR in the National Congress.
Discussions with a number of TCU officials indicated lack of clarity even over the
process that the National Congress follows to scrutinise the CPR and the TCU audit
opinion and audit report.
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Box 4.4. Australian National Audit Office’s surveys of Parliament
committee members and committee secretaries

The Australian National Audit Office (ANAQO) commissions periodic surveys to measure its performance in
meeting the needs of parliamentarians and to identify opportunities for improving its service to Parliament.
More specifically, the survey aims to:

e  obtain constructive feedback on the performance of the ANAO in meeting the needs and expectations
of members of parliament, the Joint Committee of Public Accounts and Audit, and other parliamentary
committees;

e identify measures that could be implemented to enhance the ANAO relationship with Parliament; and

e increase awareness within Parliament of the ANAO product range and services.

Particular attention accorded to the Joint Committee of Public Accounts and Audit, the primary point of
contact between the ANAO and Parliament. This committee’s main role is to hold government agencies
accountable for the lawful, efficient and effective use of public funds. The Joint Committee examines all ANAO
reports presented for discussion in Parliament. The ANAO has commissioned surveys in 2000, 2002, 2008 and
2011. Parliamentary committee secretaries were also included in the survey for the first time in 2008.
These secretaries are public servants who serve as the contact point for committee-related business.

All 226 parliamentarians (150 members of the House of Representatives and 76 senators) are invited to
participate in the survey. Completion of the survey is through a face-to-face interview with a senior research
consultant and a senior ANAO officer during one of the parliamentary sitting periods; a telephone interview with
a senior research consultant; or completion of a hard-copy questionnaire. All 34 committee secretaries are invited
to respond to the survey through a telephone interview with a senior research consultant.

Broadly, the 2011 survey found that ANAO officials were rated highly by parliamentarians and
parliamentary committee secretaries for their accessibility, responsiveness, and the extent to which advice or
information provided addressed their needs. Survey respondents also valued the work of the ANAO, with many
remarking that the ANAO played a vital role in keeping government agencies accountable. Moreover,
respondents considered that the ANAO produces high-quality products, is independent and nonpartisan, and has
integrity as an organisation.

The 2011 survey identified some areas where the ANAO could improve, and the ANAO has developed a
number of initiatives for 2012-13, including development of a communications plan to guide its engagement
with members of Parliament. The ANAO will also look to develop a more concise brochure to outline the
objectives and key findings of each performance audit. It is also considering other approaches to better express
the key themes and findings of an audit and to reduce the complexity in its reports, to the extent practical.

Source: ORIMA Research (Organisational Improvement and Market Research) (2009), “Australian National Audit Office,
2008 Parliamentary Survey”, Australian National Audit Office.
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Box 4.5. Office of the Auditor General of Canada’s surveys of parliamentarians

The Office of the Auditor General of Canada conducts periodic surveys of parliamentarians as input to
general and specific audit activities. General surveys were conducted in 2007, 2008 and 2010, and administered
by an external firm to ensure the anonymity of respondents. Most recently, in 2010, the survey questionnaire was
sent to 50 parliamentarians and garnered a response rate of 42%. Post-audit surveys are administered by the
Office of the Auditor General of Canada with an average response rate of between 49% and 83% in recent years,
depending on the type of audit and the type of respondent. The Office of the Auditor General of Canada
publishes key results of the surveys in its annual Performance Report.

General questions asked by the Office of the Auditor General of Canada:

1. Do Office of the Auditor General of Canada’s audits help you in holding the government to account?
Were the audits findings reported in an objective and fair manner?

Did the “main points” section of the audit reports provide a useful summary?

Were Office of the Auditor General of Canada’s audit reports easy to understand?

Did the audits act as a catalyst for making important changes?

Did the audits identify opportunities for improvement?

Were the audits an important source of information that supported the work of the committee?

Did recommendations in the audit reports focus on the most significant problems identified by the audit?

S

When appearing before your Committee, were individuals from the Office of the Auditor General of
Canada well prepared?

10. When appearing before your Committee, did individuals from the Office of the Auditor General of
Canada provide satisfactory responses to questions?

CEINNT3 LR I3 < LRI

Response options are made on a 6-point scale of “almost never”, “seldom”, “sometimes”, “often”, “almost
always”, and “do not know/no opinion”.

Space is available for additional comments regarding the work of the Office of the Auditor General of
Canada and how to make reports more useful, as well as for other suggestions to improve interaction between the
Office of the Auditor General of Canada and the committees.

Source: Adapted from Office of the Auditor General of Canada (n.d.), “Survey of Parliamentary Committee Members”,
www.oag-bvg.gc.ca/internet/English/acc_fs e 9379.html.

Survey and assess media coverage to enhance communication of main findings

The TCU could also more systematically survey and report internally on media
coverage related to the main audit findings of the CPR. Secom contracts a third party to
perform both qualitative and quantitative analysis of media coverage of its audit
processes, including: i) the number of print and Internet news articles published about
TCU control and oversight processes in general; i) which TCU processes are of most
interest to these print and Internet news media; and iii) which TCU processes are
explored in greatest depth by print and Internet news outlets. This information is also
used for monitoring and reporting on implementation of the TCU Strategic Plan.
In relation to the TCU audit of the CPR, Secom only provides information on the number
of news outlets and articles published. For example, Secom identified 71 articles in
56 news outlets on the audit of the FY 2011 CPR in the days immediately after the TCU
plenary session.
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A more systematic approach to monitoring media coverage on the audit of the CPR
would include assessing whether the media reports reflected the content and tone of the
TCU press release. Table 4.8 presents a synthesis of the basic analysis conducted by the
OECD of media coverage given to the audit of the FY 2011 CPR in the days after its
release. It is based on the content, but not the tone, of the TCU press release,
i.e. it touches on whether the media reports address what the TCU included in its press
release rather than how the media reports presented the TCU content. There were
71 articles about the audit of the CPR; 22 of the 71 newspapers providing coverage were
in the top 50 by circulation (as defined by the Brazilian National Association of
Newspapers). Many newspapers did focus on the TCU qualifications — specifically in
relation to the Growth Acceleration Programme, sustainable development, energy,
infrastructure, and the 2014 World Cup. None, however, made reference to the TCU
recommendations on these subjects. By comparison, only six articles focused on the
BGU, and eight focused on compliance of federal government budget execution with
budgetary laws.

Table 4.8. Media coverage of Brazilian Federal Court of Accounts’ main findings on the

FY 2011 Accounts of the President of the Republic in the days immediately following the Plenary decision

Growth Compliance
. Acceleratio  Sustainable Infrastructu ~ Health & 2014 omp
Analysis Energy . BGU with budget
n Plan development re education ~ World Cup .
(PAC) execution
Refe_r_enc_e to TCU 6 6 3 8 5 7 6
qualification
Discussion of TCU 25 18 25 33 12 0 0
qualifications
Discussion of _TCU 0 0 0 0 0 na. 0
recommendations
Government
response to TCU 6 5 1 1 7 0 0
qualifications
Total 37 29 39 42 24 7 0
Of which, top 50
national media, by 17 10 14 11 3 5 4
circulation
Notes:

BGU = General Balance of the Union; TCU = Federal Court of Accounts; Annex 4.A2 provides underlying data for

this table.

Conclusions and recommendations

The TCU has taken a number of actions to broaden the communications mix on the

audit of the CPR through the media, Internet and other means. Specific actions include
the creation of an executive summary, synthesis sheets, much of which is communicated
through the Internet, as well as the Internet, social media, TV and radio. The actions
support communication to the wider public in a timely fashion about its main findings on
the audit of the CPR, in line with ISSAI on “Principles of Transparency and
Accountability”. While communication to the wider public is important, it should serve to
augment communication to the primary audiences and not serve as a substitute for it.
In this context, the TCU could consider implementing a number of recommendations to
advance its communication of the main findings and assessment of audit impact in
relation to the CPR. At the core of the recommendations is a proposition to develop an
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explicit co-ordinated communication strategy, linking existing communication activities
and providing a framework for assessing impact.

This role of an explicit co-ordinated communication strategy can also be considered
in conjunction with the findings from Chapters 1 and 2 of this peer review. Chapter 1
notes that the TCU could take action to comprehend the barriers and constraints affecting
the National Congress’ understanding, awareness and use of the CPR and the TCU audit
findings. The National Congress only begins to scrutinise the CPR using the TCU audit
findings, on average, two-and-a-half years after receiving these materials. Greater
understanding of these constraints and barriers could assist the TCU in working together
with the National Congress to enhance public sector accountability and inform decision
making, linking ex post and ex ante budget oversight. Chapter 2 focused on enhancing
audit reporting. For example, an explicit co-ordinated communication strategy can help to
address the current disconnect between the content of the audit report and the main audit
findings, as well as to frame these findings to guide audiences’ understanding of their
significance.

Box 4.6. Recommendations for the Brazilian Federal Court of Accounts:

Communicating main audit findings to primary target audiences

e  Develop an explicit co-ordinated communication strategy for the audit report on the CPR. In doing so,

e  Present the main findings at the National Congress to the congressional committees, in addition to
inviting the presidents of the National Congress to the extraordinary session of the Plenary on this
audit.

e  Refine communication instruments, selecting an appropriate mix for different primary and secondary
audiences. In doing so,

Communicating main findings and assessing impact

Define clearly the target audiences for the audit, paying attention to their knowledge,
understanding & use of the main findings in order to tailor more specific communication
messages;

Monitor the external environment to ensure that the communication of audit findings is effectively
linked to current issues and public policy debates within the National Congress and media; and

Include within the strategy clear indicators for measuring the communication’s impact, and
allocate clear responsibility and resourcing for this responsibility.

Focus the executive summary and synthesis sheets communication products on the main findings
to guide primary audiences’ understanding; framing the findings to emphasise their significance;

Evaluate the need for producing both synthesis sheets and executive summary on the main
findings, giving attention to primary audiences’ use of both products;

Clearly brand the TCU synthesis sheets on the audit of the CPR as part of the audit of the CPR; if
they stand alone, there is no way to tell that they stem from the main findings of the CPR;

Provide a direct link between the dedicated TCU webpage for the audit of the CPR and the
dedicated webpage for the CPR; and

Publish press release and contact information for journalists on the dedicated TCU webpage for
the audit of the CPR.
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Box 4.6. Recommendations for the Brazilian Federal Court of Accounts:
Communicating main findings and assessing impact (cont.)

— Provide information on control and oversight activities linked to follow up main findings on the
dedicated TCU webpage for the audit of the CPR.

Enhance co-ordination in the communication planning, implementation, evaluation and lesson
learning among Semag, Secom and Aspar and other secretariats of external control involved in
reporting.

Systems and indicators to assess communications and broader audit impact

Systematically report on federal executive’s actions to address all qualifications and implement all
recommendations related to previous audits of the CPR.

Present qualifications from current and previous audit of the CPR together, including them in the audit
report until they have been satisfactorily addressed by the federal executive.

Present recommendations from current and previous audit of the CPR together, including them in the
audit report until they have been satisfactorily implemented by the federal executive.

Conduct periodic surveys of members of the National Congress — specifically, the CMO — to evaluate
their knowledge, understanding and use of the main findings.

Conduct media analyses to assess the accuracy of media coverage of the audit findings, to evaluate
whether TCU communication activities are clear and effective.
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Annex 4.A1

Media coverage of the Brazilian Federal Court of Accounts’ audit of the
FY 2011 Accounts of the President of the Republic

Table 4.8 has been prepared drawing upon the Brazilian Federal Court of Accounts
(TCU) media clippings from on the audit of the FY 2011 Accounts of the President of the
Republic (CPR) in the days immediately after the TCU Plenary decision on this audit.
Table 4.A1.1 presents the summary of the analysis with details presented in Table 4.A1.2.

In conducting the analysis the topics included in the TCU press release on the audit of
the CPR were first identified. A content analysis of the media clippings was then
prepared based on the issues included in the TCU press release. The content analysis
focused on whether the media clippings made reference and/or discussed the TCU
qualifications or recommendations — as well as whether they included any of the federal
executive's response. Data on the media outlets that authored the media clippings were
then crossed with circulation data from National Association of Newspapers (4ssociagdo
Nacional de Jornais) to ascertain media coverage of the audit.

Table 4.A1.1. Summary of media analysis on external audit
of FY 2011 Accounts of the President of the Republic

Topic included in TCU press release

Analysis Growth Sustainable . Health & 2014

Acceleration development Energy Infrastructure education  World Cu
Plan (PAC) P P

Anlglgs ¢scussmg the TCU 25 18 25 3 1 12

qualifications

ArtIC.IE.)S maklng reference to TCU 6 6 3 8 2 5

qualifications

Fed(.er.al gxecutlve s response to TCU 6 5 1" 1 0 7

qualifications

Total articles that discuss TCU

qualifications, make reference to 37 29 39 42 3 2

TCU qualifications or government
response to TCU qualifications
% total articles 52% 41% 55% 59% 4% 34%

Notes: TCU = Federal Court of Accounts
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196 - 4. COMMUNICATING FINDINGS AND ASSESSING IMPACT

Note

1. See for example Dye, 2009; El Midaoui, 2011; Jezierski, 2011; and UN/INTOSAI, 2011. In
relation to SAI performance and impact, see for example Goldsmith, 2007; Nombembe, 2007,
UN/INTOSALI 2007; and Walker, 2007.
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