
 
ISSAI 400 - Fundamental Principles of  

Compliance Auditing 

 

1. Purpose and authority of the fundamental principles of 
compliance audit 

The purpose of the set of ISSAIs on compliance auditing is to provide 
INTOSAI members with a comprehensive set of principles, standards 
and guidelines for compliance auditing of a wide range of subject 
matters, both in terms of audit scope and of qualitative and 
quantitative nature, being performed by applying various audit 
approaches and reporting formats. ISSAI 400 Fundamental Principles 
of Compliance Auditing provides the SAI with a fundamental basis for 
the adoption or development of standards and guidelines relevant for 
compliance auditing. The principles can be used in three ways:  

• As basis to develop standards. 
• As basis to adopt consistent national standards. 
• As basis to adopt the Compliance Audit Guidelines as 

authoritative standards.  
 

2. The objective of compliance auditing 
Compliance auditing is the independent assessment of whether a 
given subject matter is in compliance with applicable authorities 
identi ied as criteria. Compliance audits are carried out by assessing 
whether activities,  inancial trans actions and information comply, in 
all material respects, with the authorities which govern the audited 
entity. The objective of public-sector compliance auditing, therefore, 
is to enable the SAI to assess whether the activities of public-sector 
entities are in accordance with the authorities governing those 
entities. This involves reporting on the degree to which the audited 
entity complies with established criteria. Compliance auditing may be 
concerned with regularity (adherence to formal criteria such as 
relevant laws, regulations and agreements) or with propriety 
(observance of the general principles governing sound  inancial 
management and the conduct of public of icials). 



3. Characteristics of compliance auditing  
Compliance auditing may cover a wide range of subject matter and 
can be performed to provide either reasonable or limited assurance, 
using several types of criteria, evidence-gathering procedures and 
reporting formats. Compliance audits may be attestation or direct 
reporting engagements, or both at once. The audit report may be 
either long- or short-form, and conclusions may be expressed in 
various ways: as a single clear written statement of opinion on 
compliance or as a more elaborate answer to speci ic audit questions.  
Compliance auditing is often an integral part of an SAI’s mandate for 
the audit of public-sector entities. Public-sector entities are entrusted 
with the sound management of public funds. It is the responsibility of 
public-sector bodies and their appointed of icials to be transparent 
about their actions and accountable to citizens for the funds with 
which they are entrusted, and to exercise good governance over 
those funds.  
Compliance auditing promotes transparency by providing reliable 
reports as to whether funds have been administered, management 
exercised and citizens’ rights to due process honored as required by 
the applicable authorities. It promotes accountability by reporting 
deviations from and violations of authorities, so that corrective 
action may be taken and those accountable may be held responsible 
for their actions. It promotes good governance both by identifying 
weaknesses and deviations from laws and regulations and by 
assessing propriety where there are insuf icient or inadequate laws 
and regulations. Fraud and corruption are, by their very nature, 
elements which counteract transparency, accountability and good 
stewardship. Compliance auditing therefore promotes good 
governance in the public sector by considering the risk of fraud in 
relation to compliance.  
Depending on the organizational structure of the public sector and 
the mandate of the SAI, compliance auditing may cover all levels of 
government: central, regional and local. Compliance audits of private 
entities are also possible, focusing, for revenue, on tax payers and, for 
expenditure, on those involved in the management of public property 
or services. 
In certain countries the SAI is a court, composed of judges, with 
authority over State accountants and other public of icials who must 
render account to it. This jurisdictional function requires the SAI to 
ensure that whoever is charged with governance over public funds is 
held accountable for those funds and, in this regard, is subject to its 
jurisdiction. There exists an important complementary relationship 



between this jurisdictional authority and the characteristics of 
compliance auditing. This may entail additional requirements for 
auditors operating in an environment with a judicial role, such as a 
court of accounts.  
 
4. Compliance auditing in relation with the audit of  inancial 
statements 
The legislature, as an element of public democratic process, 
establishes the priorities for public-sector income and expenditure 
and for the calculation and attribution of expenditure and income. 
The underlying premises of legislative bodies, and the decisions they 
take, are the source of the authorities governing cash  low in the 
public sector. Compliance with those authorities constitutes a 
broader perspective alongside the audit of  inancial statements in 
budgetary execution.  
The audit of compliance with relevant authorities is often an 
important part of the mandate of an SAI, where it is combined with 
the audit of  inancial statements as part of reporting on the execution 
of public budgets.  
Laws and regulations are important both in compliance auditing and 
in the audit of  inancial statements. Which laws and regulations apply 
in each  ield will depend on the audit objective. Compliance auditing 
is the independent assessment of whether a given subject matter is in 
compliance with applicable authorities identi ied as criteria; it 
focuses on obtaining suf icient and appropriate evidence regarding 
compliance with those criteria. The audit of  inancial statements 
seeks to ascertain whether the  inancial statements of the entity 
concerned were prepared in accordance with an acceptable  inancial 
reporting framework and to obtain suf icient and appropriate audit 
evidence regarding the laws and regulations that have a direct and 
material effect on the  inancial statements. Whereas, in the audit of 
 inancial statements,  
 
5. Compliance auditing conducted separately 
Compliance audits may also be planned, performed and reported on 
separately from the audit of  inancial statements and from 
performance audits. ISSAI 4100provides guidance in this regard. 
Compliance audits may be conducted separately on a regular or an ad 
hoc basis, as distinct and clearly-de ined audits each related to a 
speci ic subject matter.  
 



6. Compliance auditing in combination with performance 
auditing 
When compliance auditing is part of a performance audit, compliance 
is seen as one of the aspects of economy, ef iciency and effectiveness. 
Non-compliance may be the cause of, an explanation for, or a 
consequence of, the state of the activities that are the subject of the 
performance audit. In combined audits of this kind, auditors should 
use their professional judgment to decide whether performance or 
compliance is the primary focus of the audit, and whether to apply 
the ISSAIs on performance auditing, compliance auditing or both.  
 
7. The three parties in compliance auditing  
a. The auditor: In compliance auditing the responsibility of  the 
auditor is to identify the elements of the audit, assess whether a 
particular subject matter is compliant with the established criteria 
and issue a compliance audit report.  
b. The responsible party: is the executive branch of government 
and/or its underlying hierarchy of public of icials and entities 
responsible for the management of public funds and the exercise of 
authority under the control of the legislature. The responsible party 
in compliance auditing is responsible for the subject matter of the 
audit.  
c. The intended users: are the individuals, organizations or classes 
thereof for whom the auditor prepares the audit report. In compliance 
auditing the users generally include the legislature as representatives of 
the people, who are the ultimate users of compliance audit reports. The 
legislature makes decisions and sets priorities concerning the calculation 
and purpose of public-sector expenditure and income.  
8. General  PRINCIPLES OF COMPLIANCE AUDITING 

a) Professional judgement 
and skepticism 

b) Quality control 
c) Audit team management 

and skills 
d) Audit risk 
e) Materiality 
f) Documentation 

m) Audit strategy and audit plan 
n) Audit evidence 
o) follow up 
p) reporting: Compliance audit 
reports should include the 
following elements: 
1 Title  
2 Addressee  



g) Communication 
h) Planning and designing a 

compliance audit 
i) Understanding the entity 
j) Understanding internal 

controls and the control 
environment 

k) Risk assessment 
l) Risk of fraud 

 

3 Scope of the audit, including the 
time period covered  
4 Identi ication or description of 
the subject matter  
5 Identi ied criteria  
6 Identi ication of the auditing 
standards applied in performing 
the work  
7 A summary of the work 
performed  
8 Findings  
9 A conclusion/opinion  
10 Replies from the audited 
entity (as appropriate)  
11 Recommendations (as 
appropriate)  
12 Report date  
13 Signature  
 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


