
ISSAI 300 Fundamental Principles of Performance Auditing 

1. Performance audit definition  

Performance auditing is an independent, objective and reliable examination 
of whether government undertakings, systems, operations, programs, 
activities or organizations are operating in accordance with the principles of 
economy, efficiency and effectiveness and whether there is room for 
improvement. Performance auditing seeks to provide new information, 
analysis or insights and, where appropriate, recommendations for 
improvement. Performance audits deliver new information, knowledge or 
value by:  

• Providing new analytical insights (broader or deeper analysis or new 
perspectives);  

• Making existing information more accessible to various stakeholders;  
• Providing an independent and authoritative view or conclusion based 

on audit evidence;  
• Providing recommendations based on an analysis of audit findings.  

  
2. Economy, efficiency and effectiveness  

 The principles of economy, efficiency and effectiveness can be defined as 
follows:  

• The principle of economy means minimizing the costs of resources. 
The resources used should be available in due time, and of 
appropriate quantity and quality and at the best price.  

• The principle of efficiency means getting the most from the available 
resources. It is concerned with the relationship between resources 
employed and outputs delivered in terms of quantity, quality and 
timing.  

• The principle of effectiveness concerns meeting the objectives set and 
achieving the intended results.  

  



3. Objectives of performance auditing  

 The main objective of performance auditing is constructively to promote 
economical, effective and efficient governance. It also contributes to 
accountability and transparency. Performance auditing promotes 
accountability by assisting those with governance and oversight 
responsibilities to improve performance. It does this by examining whether 
decisions by the legislature or the executive are efficiently and effectively 
prepared and implemented, and whether taxpayers or citizens have received 
value for money. It does not question the intentions and decisions of the 
legislature, but examines whether any shortcomings in the laws and 
regulations or their way of implementation have prevented the specified 
objectives from being achieved. Performance auditing focuses on areas in 
which it can add value for citizens and which have the greatest potential for 
improvement. It provides constructive incentives for the responsible parties 
to take appropriate action.  

 Performance auditing promotes transparency by affording parliament, 
taxpayers and other sources of finance, those targeted by government 
policies and the media an insight into the management and outcomes of 
different government activities. It thereby contributes in a direct way to 
providing useful information to the citizen, while also serving as a basis for 
learning and improvements. In performance auditing, SAIs are free to 
decide, within their mandate, what, when and how to audit, and should not 
be restrained from publishing their findings.  
 

4. Applicability of ISSAI 300  

 The Fundamental Principles of Performance Auditing provide the basis for 
the adoption or development of standards by SAIs. They have been 
formulated with a view to the institutional background of SAIs, including 
their independence, constitutional mandates and ethical obligations and the 
requirements of the Prerequisites for the Functioning of SAIs.  

  



When dealing with overlaps between audit types or combined audits the 
following points should be considered:  

• Elements of performance auditing can be part of a more extensive 
audit that also covers compliance and financial auditing aspects.  

• In the event of an overlap, all relevant standards should be observed. 
This may not be feasible in all cases, as different standards may 
contain different priorities. 

• The primary objective of the audit should guide the auditors as to 
which standards to apply. In determining whether performance 
considerations form the primary objective of the audit engagement, it 
should be borne in mind that performance auditing focuses on 
activity and results rather than reports or accounts, and that its main 
objective is to promote economy, efficiency and effectiveness rather 
than report on compliance.  
 

5- The three parties in performance auditing  
• Auditors frequently have considerable discretion in the selection of 

subject matter and identification of criteria, which in turn influences 
who the relevant responsible parties and intended users are. While 
auditors can give recommendations, they need to take care that they 
do not assume the responsibilities of the responsible parties. Auditors 
in performance audits typically work in a team offering different and 
complementary skills.  

• The role of responsible party may be shared by a range of individuals 
or entities, each with responsibility for a different aspect of the subject 
matter. Some parties may be responsible for actions that have caused 
problems. Others may be able to initiate changes to address the 
recommendations resulting from a performance audit. Others still may 
be responsible for providing the auditor with information or evidence.  

• The intended users are the persons for whom the auditor prepares the 
performance audit report. The legislature, government agencies and 
the public can all be intended users. A responsible party may also be 
an intended user, but it will rarely be the only one. 
 



6. Confidence and assurance in performance auditing   
• As in all audits, the users of performance audit reports will wish to be 

confident about the reliability of the information which they use for 
taking decisions. They will therefore expect reliable reports which set 
out the SAIs' evidence-based position on the subject examined. 
Consequently, performance auditors should in all cases provide 
findings based on sufficient appropriate evidence and actively manage 
the risk of inappropriate reports. However, performance auditors are 
not normally expected to provide an overall opinion, comparable to 
the opinion on financial statements, on the audited entity’s 
achievement of economy, efficiency and effectiveness. This is 
therefore not a requirement of the ISSAI framework.  

The level of assurance provided by a performance audit should be 
communicated in a transparent way. The degree of economy, efficiency and 
effectiveness achieved may be conveyed in the performance audit report in 
different ways:  

• either through an overall view on aspects of economy, efficiency and 
effectiveness, where the audit objective, the subject matter, the 
evidence obtained and the findings reached allow for such a 
conclusion;  

• or by providing specific information on a range of points including the 
audit objective, the questions asked, the evidence obtained, the criteria 
used, the findings reached and the specific conclusions 

PRINCIPLES OF PERFORMANCE AUDITING 

• Audit objective 
• Audit approach  
• Criteria  
• Audit risks  
• Communication 
• Skills 
• Professional judgment and skepticism 
• Quality control 



• Materiality 
• Documentation 
• Planning 
• Conducting 
• Reporting 
• Recommendations 
• Follow-up 


