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1. Introduction
According to the Spanish Constitution, the public sector is stratified into three tiers at the state level, that of the autonomous regions (Comunidades Autónomas) and that of local governments. Each level has its own specialised bodies for internal control. The most significant, at the state level and with a long history, is the Intervención General de la Administración del Estado (IGAE). All other internal auditing authorities, at the regional and local levels, have authority only within their own public sector domain and follow the established model of the IGAE.

In parallel with the work of these internal control agencies, external auditing of public sector financial activities from a technical perspective is carried out by the Tribunal de Cuentas and 13 other recently created regional control agencies (OCEX). The characteristics of their activities are: 

1. The Tribunal de Cuentas, the supreme auditing agency in Spain, is the only auditing body defined in the Spanish Constitution and is the only agency which may act at all of the state, regional and local levels of the public sector. The regional agencies OCEX have a lower legal standing.

2. Each of the OCEX agencies exercises authority only within its own autonomous region, overlapping with the scope of the Tribunal de Cuentas.

3. Only 13 of Spain's 17 autonomous regions have so far formed OCEX agencies. In the remaining 4 regions external control is performed exclusively by the Tribunal de Cuentas.

4. Each OCEX agency has a different level of authority over its regional and local public sectors, according to the particular level of devolution of that autonomous region.

5. The Tribunal de Cuentas derives its name from the additional power it holds under the Spanish Constitution to act as a court in cases involving institutions responsible for public funds.

It is important to point out that the internal and external auditing agencies are completely independent in their activities (except that the various internal agencies are obliged to cooperate with the interventions of the external Tribunal de Cuentas and OCEX agencies). However, this independence may lead to problems of overlap between some internal and external auditing activities unless appropriate coordination mechanisms are defined. These mechanisms will be the main theme of this presentation.

With this in mind, we will not discuss the problems that exist in coordination between the different external auditing agencies, but rather we will concentrate only on those between the internal and external bodies. As a model we will analyse the relationship between the two most significant internal and external auditing agencies in Spain, the internal Intervención General del Estado (IGAE) and external Tribunal de Cuentas.

2. The functions of the Intervención General de la Administración del Estado and their effect on the activities of the Tribunal de Cuentas.

We will highlight three functions of the IGAE which are of special relevance in the analysis of its relationship with the Tribunal de Cuentas:

a) Internal auditing of the state public sector by means of two functions: previous legal control and financial auditing (‘ex post’).

b) Management and direction of public accountancy.

c) Drawing up of regulations concerning internal auditing and public accountancy. 

These functions of the IGAE are particularly relevant since they significantly affect the execution of the external auditing and judicial activities of the Tribunal de Cuentas.

a) Internal auditing.

Internal auditing control is divided into previous legal control and financial control (‘ex post’).

Previous legal control aims to control at source the actions of some of the state public bodies leading to the recognition of economic rights and duties, the associated incomes and payments and the collection, investment or general use of public funds, in order to assure that the Treasury applies the appropriate rules in each case.

On the other hand, financial control (ex post) comprises the set of procedures designed to verify that the economic and financial situation and performance of the state public sector is adequate with regard to the principles of legality, economy, efficiency and efficacy. In connection with the 2/82 Law of the Tribunal de Cuentas we can conclude in relation to the audit and control functions attributed to both institutions that:

1) The internal auditing control of the IGAE applies only to the state level of the public sector, while the Tribunal de Cuentas's activities cover all levels.

2) The objectives of the two institutions coincide completely, since both aim to ensure that the principles of legality, economy, efficiency and efficacy are achieved in all economic and financial public activity.

3) The Tribunal de Cuentas provides financial ‘ex post’ control, which means that economic and financial activities have already taken place, whereas the IGAE may provide both legal and financial control.

Having made this comparison we shall now consider the benefits of the internal controls of the IGAE to the external auditing of the Tribunal de Cuentas.

Firstly, the previous legal auditing function of IGAE is very useful, although its operation is restricted to those autonomous public bodies within which public law is applied in all aspects of their activities and which have internal auditing controls as an essential part of their administrative process. These controls naturally decrease the amount of verification work which needs to be carried out by the Tribunal de Cuentas, since the number of anomalies should much lower.

On the other hand, the value of this internal auditing policy can be questioned as they may cause interference by severely slowing down the process of management. Therefore current thinking is turning towards reform, following the lead of the European Commission, to a situation where the institutions and managers themselves would have more responsibility for decisions.

However, in Spain, the pending legislative reforms of the public budget and spending do not currently envisage such a suppression or reform of this type of internal control.

Secondly, we shall consider the financial control (ex post) exercised by the IGAE, which has the same or similar function as the external auditing of the Tribunal de Cuentas, since both controls are after-the-event verifications that standards of legality, economy, efficiency and efficacy have been achieved. The only significant difference is in the field of application, since the IGAE only acts at the state level, while the Tribunal de Cuentas can act at all levels.

It is therefore in the performance of this type of control where problems between the IGAE and the Tribunal de Cuentas are more likely to arise, although we would like to emphasise that any guidelines put in place to mitigate clashes must never lead to a limitation of the powers of either institution. Mechanisms for coordination of the overlapping parts of their activities are clearly desirable, though effective principles for such collaboration have yet to be established.

b) Accountancy function

While the auditing function of the IGAE is no doubt important, its accountancy activities are paramount to the operation of the Tribunal de Cuentas. In particular, it would be impossible for the Tribunal de Cuentas to analyse and verify the annual State General Account if the IGAE had not accomplished its duty as the manager of public accountancy, and promoted and approved the set of accounting principles and rules.

c) Drawing up of rules

Finally we refer to one more important aspect of collaboration. The IGAE, in its activities to promote and collaborate in the preparation of economic and financial draft bills and other legal rules, makes use of some of the recommendations made by the Tribunal de Cuentas in its reports and proposals. As an example we mention the changes introduced to the legal regulation of the State General Account, in order to broaden its application to the whole state public sector, proposed by the Tribunal de Cuentas in 1996.

Even bearing in mind these existing types of cooperation, it would be preferable that the collaboration between internal and external controls were stronger, or even institutionalised.

3. Cooperation and coordination procedures between the Tribunal de Cuentas and the IGAE.
It seems certain that to improve the effectiveness of Spain's internal and external control procedures requires the creation of a framework for cooperation and coordination between the main institutions, IGAE and the Tribunal de Cuentas, which could be extended to include the European Court of Auditors, the external control bodies of the autonomous regions, and also those internal control agencies already existing in all autonomous regions and local authorities.

We are of the opinion that more efficient and effective overall financial control would result if the differences between internal and external control were overcome. Towards this aim, we advise the audited institutions on how to improve their efficiency. However we wonder how an independent observer would evaluate the operation of the various internal and external control institutions in Spain, in terms of efficiency and effectiveness over the entire public sector? Would it appear inefficient due to the overlapping of the functions of the different auditing institutions?

In our country, cooperation and collaboration between the internal and external control bodies constitutes a legal requirement since the relationship between the Tribunal de Cuentas and the IGAE cannot be released from the principles of cooperation, collaboration and respect to the rightful exercise of their own duties, awarded by the Constitution and developed later by arts. 3 & 4 of the “Ley 30/1992, de 26, de Régimen Jurídico de las Administraciones Públicas y de Procedimiento Administrativo Común”.

Following these principles the current lack of official coordination between the IGAE and the Tribunal de Cuentas must be overcome. Mechanisms which could be put into place include the following:

1) The foundation of divisions in both institutions charged with coordination.

2) Coordinated action between the Tribunal de Cuentas and the IGAE in:

a) Coordination of their annual programmes of activities. Clearly, if both the Tribunal de Cuentas and the IGAE were required to plan and declare their yearly schedule to the other institution, a process of refinement could maximise the efficiency of both.

We would like to emphasize that overlapping or duplicated functions, except in a few unpredictable cases, lead only to negative consequences: waste of human and material resources, and severe disruption to the managers of the audited institutions having to deal with two different audit processes. And in any case the image of the auditing institutions is affected negatively.

b) The definition and implementation of uniform auditing criteria, to avoid differing or even contradictory audit reports which leave managers in a difficult position.

c) Any financial and accounting rules developed by the IGAE should take into account the opinion of the Tribunal de Cuentas whenever these procedures may affect its auditing and judicial functions, either directly or indirectly.

d) The Tribunal de Cuentas should be provided with ‘on line’, read-only access to the IGAE's accounting database of audited institutions.

3) Despite implementation of the coordinated work plans discussed above, a plan for coordinated action must be established to minimise negative effects should overlaps still occur.

The need for coordination was confirmed after the notorious overlaps of the 2002 working programmes of the two institutions. The desired coordination procedure should obey the following criteria:

a) All audits proposed by the Tribunal de Cuentas should be carried out after the conclusion of the IGAE controls which follow the annual accounting report, and in some cases with access under permission to the IGAE's working papers and other records. This would avoid most of the inconveniences to the managers of the audited institutions caused by overlapping auditing controls.

b) In all other types of audit control (accomplishment, system and procedures and performance audits), whenever it proves impossible to avoid overlapping of audit objectives, a course of action must be agreed on by the two institutions to prevent duplication of work. When possible, since the external control must follow the internal one, the Tribunal de Cuentas should carry out its audit after the work of the IGAE is complete, and make use of its results as mentioned previously. In cases where the Tribunal de Cuentas audit cannot be postponed, presumably the best action would be to remove the corresponding procedure from the working programme of the IGAE.



