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Recommendation for approval
The Executive Board is invited to approve the Fund’s accession to the memorandum
of understanding provided in appendix II between the International Organization of
Supreme Audit Institutions (INTOSAI) and the Donor Community, signed on
20 October 2009, and to authorize the President to finalize the accession to this
memorandum of understanding for an initial period of five years.

Memorandum of Understanding between the
International Organization of Supreme Audit Institutions
(INTOSAI) and the Donor Community

I. Introduction and background
1. IFAD is a signatory to international declarations on aid effectiveness, including the

Paris Declaration on Aid Effectiveness (2005), the Accra Agenda for Action (2008)
and the Busan Partnership for Effective Development Cooperation (2011). These
agreements commit signatories to a set of shared principles for achieving common
goals. Signatories to the Busan Partnership agreed to a series of concrete actions to
accelerate implementation of these commitments, including by using country public
financial management systems as the default option for development financing, and
supporting the strengthening of these systems where necessary.

2. In line with its partnership strategy,1 IFAD has identified the International
Organization of Supreme Audit Institutions (INTOSAI)2 as a key organization with
which to engage to provide inputs to the policy dialogue on governance and
accountability in the public sector. Recognizing the importance of well-functioning
and independent supreme audit institutions (SAIs) in strengthening domestic
accountability, governance and state-society relations, INTOSAI and
representatives of 15 donor agencies3 (including major multilateral development
banks) signed a memorandum of understanding (MoU) on 20 October 2009
(appendix II). The MoU focuses on augmenting and strengthening support to SAIs
to enhance governance and accountability, thereby contributing to economic growth
and poverty reduction. By acceding to this MoU, IFAD will be able to engage with
peers for knowledge-sharing on the evolving capacities of SAIs and relevant
international standards, support the improvement of accountability arrangements
for IFAD projects and programmes, and contribute to enhancing the aid
effectiveness agenda.

3. Pursuant to the best practices identified in the Report on IFAD’s institutional
partnership agreements,4 IFAD will enter into partnership with INTOSAI for an
initial five-year period. At the end of this period, IFAD will assess the contribution of
the partnership to the Fund’s objectives and determine whether to extend or
terminate its cooperation with INTOSAI.

II. Purpose
4. IFAD’s financial management guidelines support and encourage the use of SAIs

where appropriate. With the aim of continuing to support the aid effectiveness
agenda, the Audit Committee5 has encouraged IFAD it to expand the use of national

1 EB 2012/106/R.4.
2 www.intosai.org.
3 An additional seven agencies have acceded as of July 2015.
4 EB 2013/109/R.32.
5 At the 125th meeting of the Audit Committee held on 19 November 2012, Committee members sought clarification on

the kinds of audits conducted by SAIs and private firms, who the SAIs were, whether management anticipated
specific targeted action at the country level and whether systematic capacity-building was envisaged. Committee
members were advised that Management was initiating capacity-building for SAIs to assist them in understanding
IFAD requirements, including at the targeted country level.
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SAIs for the audit of IFAD-financed projects. The weak institutional capacity of SAIs
and their lack of independence generally restrict their wider use.

5. IFAD’s accession to the MoU will provide the following main benefits:

(i) Membership of the Steering Committee of INTOSAI-Donor Cooperation will
give IFAD a “seat at the table” in an international forum on accountability and
governance in countries in which IFAD operates, and an opportunity to
engage strategically with peers among the donor partners and the SAI
leadership on a subset of the aid effectiveness agenda to which IFAD is
institutionally committed;

(ii) SAIs have major influence on governance and accountability over public
expenditure, especially in the agriculture and rural development sector, which
is the focus of IFAD’s core mandate and which generally accounts for a large
part of the development expenditures of client countries. Participation in this
MoU will help IFAD gain greater insight into the complex landscape in which
SAIs operate and the strategic issues that affect their development in client
countries;

(iii) IFAD will be able to access and contribute to international knowledge products
in the area of public-sector auditing and governance, based on its institutional
knowledge and experience in rural and agricultural development;

(iv) Being able to monitor progress in the development of capacity at individual
SAIs will allow IFAD to engage with SAIs in implementing its portfolio, when
appropriate and consistent with IFAD’s financial management guidelines.
Currently, SAIs are appointed as auditors for about 30 per cent of IFAD’s
global portfolio. Overall, the experience has been mixed. In some instances,
the need for further capacity-building has been noted, in others valuable
assurance has been received regarding the IFAD projects audited by SAIs.
IFAD’s participation in this MoU will provide timely information on the evolving
capacity of SAIs and insights into enhancing IFAD’s reliance on SAIs for
fiduciary assurance on IFAD financing, thereby also supporting the
international aid effectiveness agenda.

III. Strategic context
6. The MoU signed by INTOSAI and representatives of 15 donor agencies on

20 October 2009 (paragraph 2) brings together SAIs and the donor community in a
common strategic approach. The aim is to strengthen SAIs’ capacity in developing
countries through a variety of mechanisms to facilitate donor funding and support
in line with donor mandates and priorities and the self-assessed needs and strategic
priorities of SAIs. To date, 22 development partners have signed the MoU.6 Under
this umbrella MoU, capacity-building activities for SAIs in developing countries are
being coordinated by the INTOSAI Development Initiative (IDI), which is a non-
governmental organization (NGO) based in Norway. IDI comprises a steering
committee and the INTOSAI-Donor Secretariat, and is currently hosted by the SAI
of Norway. IDI is managed by an eight-member board, which is currently chaired
jointly by the World Bank and the Department for International Development of the
United Kingdom (DFID).

6 The African Development Bank, the Asian Development Bank, Australia, Austria, Belgium, Canada, the European
Commission, France, Gavi (the Vaccine Alliance), the Global Fund, the Inter-American Development Bank, the
International Monetary Fund, Ireland, the Islamic Development Bank, the Netherlands, Norway, the Organisation for
Economic Co-operation and Development (OECD), Switzerland, Sweden, the United Kingdom, the United States of
America and the World Bank.
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7. Substantial achievements have been made under INTOSAI-Donor Cooperation since
2009. The following are examples of completed and ongoing activities:

(i) Development of strategic plans for the INTOSAI regional subgroups in the
Caribbean (Caribbean Organization of Supreme Audit Institutions [CAROSAI])
and in French-speaking Africa (Conseil Régional de Formation des Institutions
Supérieures de Contrôle des Finances Publiques d'Afrique Francophone
Subsaharienne [CREFIAF]) with the support of the Inter-American
Development Bank and Switzerland (State Secretariat for Economic Affairs
[SECO]);

(ii) Two strategic planning programmes, together covering 14 SAIs within
CREFIAF, financed by Sweden (Swedish International Development
Cooperation Agency [SIDA]) and implemented through IDI;

(iii) Global implementation of the International Standards of Supreme Audit
Institutions (ISSAIs), supported by the World Bank;

(iv) Global roll out of INTOSAI capacity-building guides, supported by the United
Kingdom (DFID);

(v) A management development programme for SAIs in INTOSAI’s subgroup for
English-speaking Africa (African Organization of English-speaking Supreme
Audit Institutions [AFROSAI-E]), financed by SIDA;

(vi) Launch of a multi-donor trust fund with US$5.6 million provided by
Switzerland (SECO) for scaling up support, improving allocation efficiency and
reducing transaction costs for SAIs and donors;

(vii) An SAI capacity development database7 launched in 2012 to improve
coordination of support to SAIs;

(viii) Development of a performance measurement framework for SAIs; and

(ix) Training for development agency staff on working with SAIs.

8. IFAD is currently not a signatory to this MoU, but was invited to participate as an
observer in the annual Steering Committee meetings held in October 2013 in China
and September 2014 in Paris.8 A round table was held in November 2014 at IFAD,
at which the Chair and Director General of IDI were invited to present international
perspectives on and experiences of SAI capacity development and donor
engagement. IDI also currently manages a small grant funded by IFAD to help build
the capacity of selected SAIs in the West and Central Africa region.

9. The MoU recognizes that the donor community seeks assurance on the proper use
of funds, and enables donors to place greater reliance on country financial
management systems as a result of stronger and more effective SAIs. For this
purpose, the MoU brings the SAIs and the donor community together in a common
approach. The MoU is not legally binding and does not itself represent a
commitment that obligates funds. It essentially reiterates the donor community’s
commitment to coordinating efforts to strengthen the capacity of SAIs, to enhance
accountability and transparency for public funds and to provide assurances on the
use of donor funds through more reliant country systems.

7 www.saidevelopment.org .
8 At the 2014 Steering Committee meeting, a discussion paper was presented on “Working in partnership: INTOSAI’s

contribution to achieving the post-2015 Sustainable Development Goals”.
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Profile: International Organization of Supreme Audit
Institutions

1. The International Organization of Supreme Audit Institutions (INTOSAI) is an
autonomous, independent and non-political organization of the supreme audit
institutions (SAIs) of its member countries. It is an NGO with special consultative
status within the Economic and Social Council (ECOSOC) of the United Nations. It
was founded in 1953 with more than 190 members.1 It operates as an umbrella
organization for the external public-sector audit community. As there is generally
only one SAI in each country, an international network of peers is particularly
valuable in coordinating capacity development and technical research.

2. INTOSAI’s strategic goals include promoting the independence of SAIs, helping to
build the capacities of its member institutions, and supporting the development and
adoption of professional standards. One of INTOSAI’s most significant achievements
to date has been developing and issuing a full set of auditing standards for SAIs –
the ISSAIs2 – which help to standardize the work of SAIs.

3. The role of SAIs in contributing to accountability and transparency is recognized in
a United Nations General Assembly resolution,3 which notes with appreciation the
work of INTOSAI and calls on United Nations member countries and organizations
to continue and intensify their cooperation with INTOSAI, including in capacity-
building, to promote good governance by ensuring efficiency, accountability,
effectiveness and transparency through strengthened SAIs.

4. SAIs serve an important function in holding governments accountable for public
spending and promoting transparency in the use of public funds and in government
performance. International experience suggests that when the local SAI is
professional and strong, is perceived as credible and has the capacity to audit a
large proportion of public finance, public officials know that their actions may be
scrutinized by the SAI. This provides an incentive for complying with rules and
regulations.4 There are also examples where an SAI has made a difference in
matters that are important to the citizens of its country, when the SAI has
scrutinized the use of public funds and brought the findings to the attention of the
legislature and the wider public. In some cases, an SAI audit report uncovers
possible corruption, which may lead to further investigation by the police.

1 INTOSAI includes several subgroups to cater for regional SAIs, such as CAROSAI in the Caribbean; the Pacific
Association of Supreme Audit Institutions (PASAI); AFROSAI-E in English-speaking Africa; CREFIA in French-
speaking Africa; the Arab Organization of Supreme Audit Institutions (ARABOSAI), the Asian Organization of
Supreme Audit Institutions (ASOSAI);the European Organization of Supreme Audit Institutions (EUROSAI); and the
Organization of Latin American and Caribbean Supreme Audit Institutions (OLACEFS).

2 www.issai.org .
3 Resolution A/RES/66/209 on “Promoting the efficiency, accountability, effectiveness and transparency of public

administration by strengthening supreme audit institutions”, adopted in December 2011.
4 Extracted from “Role and Impact of Supreme Audit Institutions”, a paper prepared by INTOSAI-Donor Cooperation,

April 2014.
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