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SUMMARY

1 Summary

The Swedish National Financial Management Authdi&gV) develops and
coordinates the central government internal audivehalf of the Government. An
annual report by ESV analyses and assesses the sfdhe internal audit while
presenting the measures that it has taken or pbaiage to ensure that the audit
meets high standards of professionalism and quality

In order to analyse and assess the status of thieatgovernment internal audit,

ESV collected data by sending a questionnaire ¢meigs that were obliged to have
an internal audit function in 2008 under the Inérudit Ordinance (Swedish Code
of Statutes 2006:1228). Other available informafrom ESV's own enquiries,
external quality assurance efforts, etc., were ts¢he extent possible to assure
guality, analyse and clarify the data collectedsgamses of the agencies to questions
1-10 regarding compliance with rules and regulaiaere scored on an ascending
relative scale from 0 to 1, where 1 means full cliemge. Questions 11-24 concern
resources, expertise and other data associatedheiihternal audit.

In assessing the questions (1-10) that concern liammap with rules and regulations,
ESV decided not to consider the responses of licagge Six of the agencies were
obliged to have an established internal audit fondn 2008. Five of the agencies
were to have established an internal audit fundieiore 2008 but had an exemption
in 2007 from Section 2 of the Internal Audit Ordiica concerning employment of
an internal audit executive. All of these ageneiemployed internal audit executives
at different dates in 2008. Given that the 11 agsritave completed different
amounts of work with respect to audit activitid® analysis does not give a fair and
true view of their compliance with rules and regolias. As a result, their relative
scores per question for 2006 and 2007 were reeaémll

ESV's observations

The data that have been collected provide a bastbé following observations:

- The average (arithmetic mean) relative score festjons 1-10 concerning
compliance with rules and regulations was 0.9326§8, which is an
improvement over 2006 (0.829) and 2007 (0.922)omgarison of
compliance between 2007 and 2008 reveals thatedsamproved except
for internal and external quality assurance (qoasti). The score of 0.5 for
internal and external quality assurance was sanfly lower than for the
other areas. One reason is that the question atingevhether the agency
has carried out an external assessment had bgatlystnodified. The scores
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for all the other areas were at least 0.966. Threas received a perfect
score of 1.

ESV has observed that agencies often do not knopthéGovernment has
decided that they are required to establish amriatewudit function. Nor do
the agencies know what the requirement involvesolild be advisable for
the Government to inform agencies about the rea®orike decision and
what it involves. It is important that agenciesaige the information that the
function is intended to support their management.

In the view of ESV, an internal audit function cahbe regarded as having
been fully implemented until at least a year hased since the Government
required the agency to establish it. One solutmrah agency that wants to
get started quickly on its internal audit is toghase services from
consultancy firms or other agencies that have bsledal such a function
until the new internal audit executive begins wogki

All agencies have established an internal audittfan. But the County
Administrative Board of Vastra Goétaland, the Swedidefence Research
Agency and the Swedish Agency for Economic and étediGrowth
reported that no official decision has been madeeming the appointment
of the chief audit executive during 2007 or 2008tHe view of ESV, the
agencies should issue decisions on the appointofiesnich executives.

Mid Sweden University, Malardalen University, Kaald University, Vaxj6
University and Orebro University were to have eligaled an internal audit
function before 2008 but had an exemption in 200hfSection 2 of the
Internal Audit Ordinance concerning employmentmiraernal audit
executive. These agencies employed internal anddugives at various
times during 2008. In the view of ESV, Mid Swedemivérsity, Malardalen
University, Karlstad University, Vaxjo Universityd Orebro University
should have employed internal audit executives bgriuary 2008, given
that they were aware throughout 2007 that theimgt®mn would expire on
31 December 2007.

The number of agencies with a single auditor irsedamore from 2007 to
2008 than ESV had expected. Our 2007 report foreddbkat there would be
just over 20 such agencies at the end of 2008athel number was 28.
Thus, more than 50 per cent of all agencies withngamnal audit function
employed only one auditor. The figure at the endQff7 was just over 30
per cent. ESV is concerned that the percentagenstantly rising and that
many of these internal auditors are employed fdy 86-50 per cent of
normal annual working hours. ESV also notes thantiimber of internal
auditors and their working hours (as a percentadelletime employment)
vary among agencies that conduct comparable aet\and provide similar
services. That is particularly true of institutiosfshigher education. In the



view of ESV, agency management needs to deterrneneagnitude of the
resources required to meet the requirements dhtbenal Audit Ordinance.
The central government internal audit has satisfgct

0 independence and objectivity

0 expertise and experience to perform the review gegants
Nine agencies carried out external quality asswafithe internal audit in
2008. Twenty agencies have done so since 2006.0T e agencies that
did so in 2008 had a single auditor. One of thdityuassurance efforts in
2008 was by an agency solely managed by a Diréstoreral.
Approximately two thirds of the agencies carriedl quality assurance
efforts by means of self-assessments and ongoiegal reviews. One
reason for the low percentage was continued uniogrtabout what internal
quality assurance should entail and how singletargican comply with the
requirements to which an internal audit is subject.
Almost all agencies had satisfactory managemerth&smternal audit.
There was a significant improvement in that areaes006 and 2007.
The management of all agencies except the Admatirggr Board of
Stockholm County approved a plan for the auditggsaents and advisory
engagements of the internal audit function angysetelines for the audit.
Nor did the internal audit function at the Admingdive Board of Stockholm
County select its audit assignments on the basas @nnual risk analysis of
the agency's overall activities.
The central government internal audit has satisfdgt

o planned its audit assignments and advisory engagem

0 collected and stored the data that corroboratertheovements

proposed by the internal audit function

0 announced the results of the engagements
The total reported cost for all internal audit eitiés for 2008 was SEK 107
million (104). The cost averaged was SEK 863 thndg&846) for a full-time
employee and SEK 1.9 million (2) for an internafiid@unction. The costs
varied according to the number of employees ap#recular agency. Only 8
agencies spent more than SEK 3 million on the fraleaudit, and 22
agencies (40 per cent) spent less than SEK 1 millio
The time devoted to internal audit services (plagnimplementation and
monitoring of audit assignments and advisory engeges) represented 88
per cent capacity utilisation. Given that some agenthat responded to the
guestionnaire did not report non-operating timpacay utilisation for 2008
was probably somewhat high. ESV is encouraged d¥ett that the time
devoted to planning and monitoring rose by 23 pat &rom 2007 to 2008.
Central government auditors numbered 123 (119F 88 ®ecember 2008.
Although six additional agencies were requireddeehan internal audit

SUMMARY
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function and the exemptions from employing a chiadit executive were
removed for all but one agency, the number of eégwvernment internal
auditors increased only slightly from 2007 to 2008e reason is that almost
all new agencies and those that previously had exemptions employed a
single auditor on a part-time or full-time basisng of the internal auditors
worked for more than one agency. Some agenciebiased the services of
internal auditors from other agencies. Furthermsoeje of the agencies had
vacancies.

- Central government internal auditors have a saligtational level and
longstanding experience in their profession. Tkhes great majority of them
are qualified to become Certified Internal Audit¢@8A’s). ESV is
encouraged by the fact that the number of CIA sragitbem rose by 50 per
cent in 2008.

- Coordination as specified by the Internal Audit iDashce increased in 2008.

- The internal audit functions of 56 per cent of #igencies received
engagements based on the new Ordinance on Intderelgement and
Control.

Measures taken by ESV

ESV has taken the following measures:

- updated regulations and general recommendatiooslaEebruary 2008 based
on amendments to the Internal Audit Ordinance

- provided agencies with ongoing advice and supporhans of visits, phone
calls, e-mail etc.

- provided support by means of a framework agreehantncludes internal
audit services

- submitted a separate report to the Governmenatiayses and assesses the
status of the internal audit for 2007 at centraleyoment agencies while
presenting the measures that ESV has taken or fgldake to ensure that the
central government internal audit meets high statedaf professionalism and
quality

- held three courses in the first year of ESV’'s 3-wgédls development
programme for central government internal auditors

- arranged an annual conference for central governmimnal auditors

- held a network meeting for single auditors

- held a network meeting for Directors-General ofrexjes solely managed by a
Director-General , as well as a network meetingritarnal auditors at such
agencies

- put together a brochure aimed at delineating thisidin of responsibility
between agency management and the internal aunditidn
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- examined the risk analyses of ten agencies

- received a number of international visits

- offered central government internal auditors thpasfunity to take part in the
international export of services project that ES\¢aonducting

started a pilot study to develop internal audithrods based on an integrated
handbook

ESV's measures were taken in close cooperationtigtispecial council for internal
audit matters established by the Government.

Measures that ESV plans to take

ESV plans to take the following measures:

- offer courses for central government internal aurditn the first and second year
of its 3-year skills development programme

- arrange network meetings for single auditors ancdmlitors at agencies solely
managed by a Director-General

- arrange a 28 May 2009 joint conference on publditain Sweden in
collaboration with the Swedish National Audit O#i¢NAQO), the Swedish
Association of Local Authorities and Regions (SALARe Swedish
Association of Professional Local Government Audif@and FAR SRS (the
professional institute for authorized and appropeblic accountants, as well as
other associated professionals in Sweden)

- launch a pilot study about whether ESV should p@eunew framework
agreement for internal audit services — the curagntement expires on 31
December 2009

- perform an examination of what a programme for amgternal quality
control and self-assessment should include

- conclude the pilot study that has been launchevelop internal audit
methods based on an integrated handbook
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2 Introduction

2.1 The mission

ESV develops and coordinates the central governmtarhal audit and presents it
to the GovernmeritAn annual report from ES¥:
- analyses and assesses the status of the intedibhfioentral government
agencies, and thereby
- presents the measures that it has taken or plaakddo ensure that the central
government internal audit meets high standardsaiepsionalism and quality

The objective is that the central government irdkaudit comply with generally
accepted internal auditing standards

The primary ordinances involved are the:
- Internal Audit Ordinance (Swedish Code of Stat@1@36:1228)
- Ordinance on Internal Management and Control (Sste@iode of Statutes
2007:603)
- Government Agencies Ordinance (Swedish Code ofitemf007:515)
- Ordinance concerning the Annual Reports and Budgguest(Swedish Code of
Statutes 2000:605)

2.2 Which agencies are included in ESV reporting to the
Government?

ESV reporting to the Government includes centrakgoment agencies that are to
comply with the Internal Audit Ordinance pursuanatGovernment decision. At the
end of 2008, 57 agencies were to have establighe@dernal audit function and
thereby comply with the ordinance pursuant to sudecision. Attachment 1 lists the
agencies. Two agencies were exempt from the regaimeto respond to the ESV
guestionnaire: the National Agency for Special Neleducation and Schools
because it had been exempt from complying withotldénance in 2008, and the
Swedish Rescue Services Agency because it wagddaliosen as of 31 December
2008 and consolidated with the Swedish Civil Caggimcies Agency. Thus, 55
agencies responded to the ESV questionnaire. Fdlitinal agencies are to
establish an internal audit function as of 1 Jan@a09.

* Section 4, Paragraph 10 and Section 20, Paragraph 9, Ordinance with Instructions for the National Financial
Management Authority (Swedish Code of Statutes 2007:761)
2 Government approval document for 2008 Financial Year concerning the National Financial Management Authority
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With the exception of Véxjo University, all 51 agés covered by the Internal
Audit Ordinance in 2007 had established an intesndit function pursuant to the
ordinance.

2.3 Definitions

With respect to the agency concerned, a centramgovent internal audit is an
independent and objective audit and advisory fon¢tboth organisationally and
otherwise. The function is to be independent ofafpenal responsibilities and report
directly to the Director-General. The function rethe agency achieve its objectives
by proceeding from materiality and risk to proposprovements in the agencies
process for internal management and control. Tidé also advises and supports
agency management.

ESV draws up and administers instructions and nakstlaémed at improving and
coordinating the central government internal aleiBV's responsibility is to issue
regulations for the Internal Audit Ordinance; paevisupport by means of internal
audit guidelines, reports, training and advice; pravide a framework agreement for
internal audit services.

Generally accepted auditing standards in this tepder primarily to the Internal
Audit Ordinance and the instructions and gene@manendations connected to
the.ordinance. Generally accepted central goverhstandards also reflect the laws
and ordinances that regulate central governmeivitées in general, as well as
guidance provided by the Institute of Internal Aads (IIA) Standards and Code of
Ethics.

ESV limits its analysis and assessment of the stiftthe central government
internal audit to
¥ measuring compliance with ordinances and the I@n8ards
¥ examining the internal audit's resources and hay &ne used, as well as its
expertise and experience

The comparison is performed at an overall levekbam the previous year's data.

Professionalism and quality in this report refep&oformance of the internal audit
based on suitable experience and expertise, amsettmpliance with rules,
regulations and procedures that reflect generaltgpted auditing standards. The
internal audit shall be subject to a quality asscesand improvement programme.
Rules, regulations and procedures entail an armproagss for planning, performing,
documenting and reporting on the internal audit.

11



12

INTRODUCTION

Measures in this report refer to the:
- regulations that ESV announces for the Internalid@ddinance
- support that ESV provides to agencies
- a framework agreement that ESV provides for inteaindit services
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3 Approach

3.1 Data collection

In order to analyse the central government inteamndit, ESV collected data by
sending a questionnaire to agencies that werenplgowith the Internal Audit
Ordinance pursuant to a Government decision (see)Xh). Because the agencies
are required to provide such data, they were tpeogpiate party to which the
guestionnaire should have been addressed. Thengdbjity for providing the data
may be delegated to an official such as the chiditaxecutive. Alternatively, the
executive may submit the data to the Director-Gaindihe same procedures apply to
submission of data for the financial managemeimgat

The data are submitted and communicated througméterthe central government
consolidated information system. The data congistgponses to a series of
guestions about the internal audit. The questiosr®wublished on the ESV website
on 9 December 2008. They were also e-mailed to@gegistrars and internal audit
executives. Questions 1-10 concern compliance éyéntral government internal
audit with the rules and regulations to which isibject, while questions 11-24
concern its resources, expertise, coordinatiorymattional collaboration and quality
assurance effort.

3.2 Areas measured

The report to the Government consists of an arabysil assessment of the status of
the central government internal audit with respedts compliance with the rules
and regulations to which it is subject (questiorif}, as well as its resources,
expertise, coordination, international collabonatemd quality assurance efforts
(questions 11-24). Most guidance for agenciesspanding to the questions is
found in the Internal Audit Ordinance with its tngtions and General
Recommendations, the Government Agencies andutegiOrdinance, and the
Ordinance on Internal Management and Control. Gitetutes that regulate central
government activities may provide guidance as vfelules and regulations require
additional interpretation or are wholly lacking,idance may also be obtained from
the 1A Standards and Code of Ethics.

The internal audit data collected are not limitedhe performance of individual
auditors or to the agency's internal audit funcasran organisational unit. But the
material from the agencies also concerns the radipibities that accrue to their
boards and Directors-General.

% Section 4, Paragraph 3, Ordinance with Instructions for the National Financial Management Authority (Swedish Code
of Statutes 2007:761)

13
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3.3 Quality assurance of data collected

ESV quality assured the data collected to a ceestient by comparing them with
other available assessments, including ESV’s @parts (such as the risk analysis
examination — see Section 4.8.1) and comments &gencies. The data were subject
to plausibility checks. A clarification was requexfrom the agency whenever the
checks called the plausibility of the data into gfien. When appropriate, ESV
corrected the data in consultation with the ageAcyagency was entitled to request
a reappraisal if it disagreed with ESV's assessofaig response to a question.

Quality assurance of one agency's data involvedimbg the board's guidelines for
the internal audit function and the audit plans, fimction's reports to management,
and the measures voted on by the board in resporie reports.

ESV also obtained the results of the external gualsurance efforts of some
agencies and was able to use some of that infamatihen validating responses to
the internal audit questionnaire.

The NAO provided ESV with a summary of its reviesighe internal audit
functions of agencies in 2007. Refer to Sectionl3@ additional information.

3.3.1 Data obtained from the NAO

As previously, we obtained the internal audit maten NAO records. The material
is not made public until the annual audit repos haen submitted and the records
have been closed. Thus, we cannot obtain the rabbefore May. As a result, the
material to which we have access concerns the 2001 year.

Considerably more internal audit material was aé for 2007 than 2006. The
Internal Audit Ordinance gave rise to reviews @ ihternal audit functions of a
couple of agencies. The NAO has clearly become indeeested in the activities of
internal audit functions. ESV is highly encouradpydhis trend and hopes that it will
continue. Whenever possible, we quality assureddsgonses to the internal audit
guestionnaire against NAO records.

The NAO reviewed the internal audit function of th@ministrative Board of
Stockholm County in 2008 as part of its annual addnong the conclusions of the
report were that guidelines for audit reports, ad#fations, responsibilities, roles and
working methods at the internal audit function wiaeking. Also missing were
management decisions concerning the 2008 audittplgavern what was to be
audited. The NAO also noted that the internal afugiction had not issued an annual
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report of its audits for the past two years. Nosway documentation available about
monitoring by the internal audit function of meassitaken by the agency in
response to the reviews.

3.3.2 Data obtained from external quality assurance of the internal
audit function

In accordance with generally accepted internaltagdstandards, the internal audit
function shall be subject to a quality assuranakianprovement programme that
includes both internal and external assessmenéseXternal assessment is to be
performed at least once every five years by gealjfexternal, independent
reviewers and evaluate the extent to which thetfancomplies with the 11A
Standards and Code of Ethics. The audit functioi$weedish agencies is to comply
with the Internal Audit Ordinance, including itgdations and general
recommendations, as well as laws, ordinances drat G@overnment decisions,
along with the IIA Standards and Code of Ethics nvadditional interpretation is
required.

A total of 20 agencies have performed an externality assurance of their internal
audit functions since 2006. Five were performed06, six in 2007 and nine in
2008. Five of the external quality assurances do2608 consisted of a self-
assessment with external validation. Two of thenags that did so in 2008 had a
single auditor. One quality assurance effort in@@s by a agency solely managed
by a Director-General.

ESV quality assured some of the responses to temad audit questionnaire with
data in the external quality assurance informatiat ESV had obtained.

The comprehensive assessment of all nine exteuadityjassurance efforts for 2008
indicated that the internal audit functions comgheth the IIA Standards and Code
of Ethics. Nevertheless, the reports of the assestnidentified a number of areas

for improvement at the functions of the agenciedloWwing are some of these areas:

The guidelinesshould be reviewed, adopted and documented each ye
while taking the 1IA Code of Ethics into consideoat

The risk analysisshould be upgraded to show a correlation with agen
objectives, as well as underlying risks and progasslits, be updated
during the year in connection with organisatiorf@mges, more clearly
describe risks identified, more clearly link to #nadit plan, and promote a
clearer link among audit objectives, audit actésgtand conclusions.
Documentation of individual audits must be clearer, as well aged and
signed. A method for performing audits should beetteped.

15
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Reporting: criteria should be developed to assess obsergatioa
internal audit function's annual report should nmmobservations
reported earlier that have not yet been addressaccordance with
management decisions; reporting should describeadhsequences of the
inadequacies noted; a template for internal aegiorts should be
prepared.

Expertise: in-depth expertise is lacking in some areas, gholg
organisational processes and IT; expertise is mewdielentify indications
of fraud; personnel requirements should be reviewved regular basis to
ensure that the objectives of the annual plan eamdx.

Quality assurance:the ongoing internal assessment and its resutddh
be systematised and documented; self-assessmentsrofl audit
activities should be performed; self-assessmenitg@fmal quality
assurance activities are to be accompanied byaatrégat includes
assessments by the internal audit executive.

Furthermore, the use of key ratios to monitor angrove internal audit activities
was recommended.

The following areas of improvement were identifigden it came to consultants
engaged by the internal audit function:

the independence and objectivity of the consultantthe review teams
should be evaluated

quality assurance programmes should be implemeatedsure satisfactory
performance of audits by consultants

the proper structure of audits documentation shbaldecorded and
communicated to consultants at the beginning girallects, and compliance
of subsequent documentation with these criteriallshime monitored

The reports on agencies with a single internaltaudiade the following separate
observations:
- the internal audit function is vulnerable when #uglitor is on extended leave of

absence

- an agency with a single auditor should have a dist @i the requisite tasks

before, during and after an audit in order to namieir performance

The areas for improvement identified above maydrapared with [IA quality
assurance efforts, primarily in the United Stasssreported in almternrevision
3/2008 article. A number of the areas identifiedlByhave also been found by
external assurance efforts carried out in Swedba.rfiost frequent observations

were:
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missing or inadequate internal audit guidelines

insufficiently documented methodology

lack of correlation between the audit plan anddifganisation's risk analysis
and policies

no modification of the risk analysis and audit ptaser time

incomplete coverage of the organisation's riskgjquéarly in IT and complex
areas

absence of an ongoing internal quality assurandeéraprovement programme
dissatisfaction and expectation gaps among clients

inadequate personnel development

ESV's analyses of agency responses to the queslidiyy concerning compliance
with rules and regulations (see Section 4.2) tbekresults of the external quality
assurance efforts into consideration.

3.4 Further improvements to ESV reporting

The experience of preparing this, the third anmegabrt on the central government
internal audit has provided the basis for furtimpriovements to the methodology
and areas of measurement when submitting futui@tefo the Government.

In order to report on the status of the centralegoment internal audit, the ESV may
need to obtain data about the expectations of ggeanagement concerning the
internal audit and its value for the agency. Faregle, management may be asked
to take a position regarding various assertionsitthe audit.

The report submitted in 2008 concerning 2007 waditkt to assign a relative score
per agency (see Annex 3).

The Ordinance on Internal Management and Contmee(iish Code of Statutes
2007:603) and the Government Agencies Ordinanced® Code of Statutes
2007:515) took effect on 1 January 2008. As a tethd Internal Audit Ordinance
has been amended to avoid regulation of the sarttensian multiple ordinances.
Amendments to the ordinance in 2008 were includdtie questions asked of the
agencies and thereby are covered by the reportigetdrim 2009.

3.5 Agencies exempt from ESV's analysis of question s
concerning compliance with rules and regulations

In assessing the questions (1-10) that concern lamap with rules and regulations,
ESV decided not to consider the responses of licagge Six of the agencies
(Affarsverket Svenska Kraftnat, the Swedish Enforeet Authority, the County

17
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Administrative Board of Jamtland , the County Adrsirative Board of
Vasterbotten, the National Board of Institutionalr€ and the Swedish Arts
Council) were to have established an internal gudition in 2008. The other five
agencies (Mid Sweden University, Malardalen Uniitgr&arlstad University,
Vaxjo University and Orebro University) were to kaastablished an internal audit
function before 2008 (three before 2007 and tw2(@7) but had an exemption in
2007 from Section 2 of the Internal Audit Ordinac&cerning employment of an
chief audit executive. External consultants perfiran internal audit for five of
these agencies in 2006 and 2007. All 11 agencigdoged chief audit executives at
some point between January and October 2008.

The questions (1-10) concerning compliance witesw@nd regulations assume that
the internal audit has been performed for an eatidit year, including the drawing
up of guidelines, risk analysis and audit plan;lenmentation and reporting of audits;
and preparation of an annual report. Because ttagédcies above employed their
chief audit executives at various points in 2008jrtactivities had progressed to
different stages. In the view of ESV, the questi@garding compliance with rules
and regulations could not be fairly analysed isthagencies were included.
Nevertheless, ESV feels that the following overviow the agencies established
their internal audit functions in 2008 would bemkrest to the Government.

General problems for agencies newly required to esblish an internal audit
function

ESV has observed that agencies often do not knopthGovernment has decided
that they are required to establish an internaitdudction. Commonly they have not
been informed that they are also obligated to eynaloexecutive and to comply
with the Ordinance on Internal Management and @bnrtivhich is likely to demand
an extensive effort — in addition to the Internaldit Ordinance. It would be
advisable for the Government to inform agenciesiatiee reasons for the decision
and what it involves. It is important that agendiesnotified that the function is
intended to support their management. ESV strivemihtact agencies that are newly
required to establish an internal audit functiaovide them with additional
information and describe ESV's role in the process.

Agencies notified at the end of the year that #ueyto establish an internal audit
function as of the coming 1 January likely needrhehths to employ an executive.
If they hire someone who is already an internalitaexecutive, the period of
termination may add an extra 1-3 months. Thusal ive June or July before the
executive can begin working and the function caediablished. Depending on
where the agency is located, it may have difficuttyruiting someone. An additional
complication may be that the agency is lookingdqart-time executive. The time
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required to prepare guidelines, perform a riskysigland draw up an audit plan may
reflect the internal auditor's working hours, exiser, audit background, experience
of central government activities and knowledgehef agency's organisation. Some
internal audit functions are able to perform a dslklysis and draw up an audit plan,
as well as begin and complete audits, while otheronly able to perform a risk
analysis and draw up an audit plan. In the viel8Y¥, an internal audit function
cannot be regarded as having been fully implememtéitiat least a year has passed
since the Government required the agency to estaibliOne solution for an agency
that wants to get started quickly on its internaliiis to purchase services from
consultancy firms or other agencies that have skedal such a function until the
new internal audit executive begins working.

Agencies required to establish an internal audit faction before 2008

In the view of ESV, Mid Sweden University, MalardalUniversity, Karlstad
University, Vaxjo University and Orebro Universitiiould have employed chief
audit executives by 1 January 2008, given that thene aware throughout 2007 that
their exemption from Section 2 of the Internal Audrdinance would expire on 31
December 2007.

Organisation and coordination

One agency employs two internal auditors, whiledtieer 10 employ one. Four of
the 10 purchase the services of internal auditors bther agencies. Orebro
University purchases services from the person stibe chief audit executive at
both Malardalen University and Karlstad Univershigth of which purchase services
from the executive at Orebro University. Vaxjo Usnisity purchases services from
Lund University.

Internal audit resources

Four agencies employ their chief audit executiVktime, five at 50 per cent, one at
40 per cent and one at 20 per cent. Vaxjo Uniyegsitploys an executive at 20 per
cent who is employed by Lund University at 80 pamtclt also purchases services
from Lund University representing 80 per cent @dilktime position.

Two of the internal auditors were recruited in-hmasd the others externally.

Time spent by the internal audit function

The amount and distribution of time spent on plagnaudits, advisory services and
skills development reflect when during the yearititernal audit executive was
employed, as well as her/his working hours, expertudit background, experience
of central government activities and knowledgehef agency's organisation. The
Swedish Arts Council (176 hours), County Administr@ Board of Jamtland (220
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hours) and Mid Sweden University (222 hours), &lvbich employed the executive
as of 1 October 2008, spent the least amount &f. titowever, the Arts Council
purchased external consultancy services duringebe The Swedish Enforcement
Authority, which has two internal auditors, spdrg tnost time (1,668 hours). The
Arts Council spent the least amount of time (16repan planning. The County
Administrative Board of Jamtland spent the leasbamh of time (0 hours) on audits.

Conclusions

ESV has observed that agencies often do not knoptlehGovernment has decided
that they are required to establish an internaitdudction. Nor do the agencies
know what the requirement involves. It would beiadile for the Government to
inform agencies about the reasons for the decaiohwhat it involves. It is
important that agencies be notified that the fuorcis intended to support their
management.

In the view of ESV, an internal audit function cahbe regarded as having been
fully implemented until at least a year has passece the Government required the
agency to establish it. One solution for an ageghaywants to get started quickly on
its internal audit is to purchase services fromsedtancy firms or other agencies that
have established such a function until the newfchidit executive begins working.

The 11 agencies employed chief audit executivearéus points in 2008. Ten of
the agencies employed an internal auditor, whos&iag hours ranged from 20 per
cent to full-time. Four of the 10 purchased therigses of internal auditors from other
agencies. The amount and distribution of time spartlanning, audits, advisory
services and skills development reflect when dutiregyear the internal audit
executive was employed, as well as her/his workimgrs, expertise, audit
background, experience of central government dietdszand knowledge of the
agency's organisation. Most of the agencies weodyprepared to perform an
internal audit in 2008.

In the view of ESV, Mid Sweden University, MéalardalUniversity, Karlstad
University, Vaxjo University and Orebro Universitiiould have employed internal
audit executives by 1 January 2008, given that thene aware throughout 2007 that
their exemption from Section 2 of the Internal Audrdinance would expire on 31
December 2007.
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4 Results of ESV's analysis and assessment
of the annual internal audit questionnaire

4.1 Introduction

ESV's analysis and assessment of agency respansesinternal audit
guestionnaire can identify deviations from gengraticepted internal auditing
standards with respect to the responsibilitiesodh the board and the internal audit
executive under the Government Agencies Ordinanddraernal Audit Ordinance.
The results of the analysis and assessment caseng® as a basis for ESV to take
measures in the area of internal audit in ordexsture that the central government
internal audit complies with generally accepteditngl standards. The results
appear as follows:

- Section 4.2: analyses and assessments of complidticaules and regulations
- Section 4.3: analysis of resources and their use

- Section 4.4: analysis of expertise and experience

- Sections 4.5-4.6: analysis of coordination andigiggtion in international
efforts

Section 4.7: analysis of advisory services witlpees to the Ordinance on
Internal Management and Control

Section 4.8: Measures that ESV has taken or ptatake

4.2 Analysis and assessment of compliance with rule S
and regulations

A total relative score for all agencies can bewated for the responses to each of
the questions (1-10) that concern compliance wiltbsrand regulations. In addition,
a relative score per agency can be calculatedr@lagve score is the actual score
divided by the maximum possible score. Annex 4 idiess calculation of the relative
score.

An average relative score was calculated for tapaeses to each of questions 1-10
for all agencies in 2006, 2007 and 2008. Annexea@nts the number of responses
per criterion and alternative. Annex 3 lists thiatigee scores per agency for 2007
and 2008.

The 11 agencies specified in Section 3.5 were eeddrom the summary of the

relative scores per question that appears belove. result, the relative scores per
guestion for 2006 and 2007 were recalculated.
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Relative score

Question
2008 | 2007 | 2006

1 Has the agency established an internal audit function pursuant to the Internal 0.966 : 0.943 : 0.884
Audit Ordinance?

2 Is the internal audit function satisfactorily independent and objective? 0.989 : 0.977 : 0.953

3 Has the internal audit function performed audit and advisory engagements with 0.989 | 0.977 | 0.942
satisfactory expertise and experience?

4 Does the internal audit function have a satisfactory programme for internal and 0.500 : 0.640 : 0.430
external quality assurance?

5 Does the internal audit function have satisfactory governance to ensure 0.977 : 0.955 : 0.802
efficiency?

6 Have the function's efforts been oriented toward proceeding from an analysis of 0.977 :0.943 : 0.849
the agency's risks to audit whether internal management and control by
management can, with reasonable assurance, be said to have been designed
such that activities are carried out efficiently in compliance with applicable law and
Sweden's obligations as a member of the European Union, that they are reported
in a reliable, true and fair manner, and that the agency is frugal with central
government resources?

7 Has the internal audit function satisfactorily planned each audit and advisory 1.000 | 0.977 | 0.860
engagement?

8 Has the internal audit function satisfactorily collected and stored the data that 1.000 | 0.966 ; 0.884
corroborate proposed improvements?

9 Has the internal audit function satisfactorily communicated the results of its 1.000 :0.989 i 0.930
engagements?

10 | Has the internal audit function monitored proposed measures? 0.989 | 0.852 | 0.756

The average (arithmetic mean) relative score fesstians 1-10 concerning
compliance with rules and regulations was 0.932688, which was an

improvement over 2006 (0.829) and 2007 (0.922).

Each section from 4.2.1 to 4.2.10 analyses onbkeofjiestions 1-10.

421 Establishment of an internal audit function

Has the agency established an internal audit fmcgiursuant to the Internal

Audit Ordinance?

The average relative score for all agencies w60 Which was an improvement

over 2006 (0.884) and 2007 (0.943).

A total of 57 agencies were to have establishedtamnal audit function in 2008 and

thereby comply with the Internal Audit Ordinancasuant to a Government

decision. Two agencies were exempt from the remerd to respond to the ESV
guestionnaire: the National Agency for Special Neleducation and Schools
because it had been exempt from complying withotldénance in 2008, and the
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Swedish Rescue Services Agency because it wagdallosen as of 31 December
2008. Thus, 55 agencies responded to the ESV quesiie.

Elimination of the 11 agencies identified in Seet®5 left 44 agencies to be
included in the analysis and assigned a relatigessc

All 44 agencies included in the analysis statedtiinay had an chief audit executive
for 2008. With the exception of the Swedish Finah8upervisory Authority (which
had received an exemption), all of them reportedi e executive was an employee
of theirs.

Fortyone agencies (93 per cent of those includd¢lddranalysis) stated that they had
officially decided to appoint an chief audit exaeet But the County Administrative
Board of Vastra Gotaland, the Swedish Defence Relsésgency and the Swedish
Agency for Economic and Regional Growth noted tlasuch decision had been
made for 2007 or 2008.

Five agencies (11 per cent) had not officially dedito appoint an internal audit
executive in 2007.

Conclusions

In the view of ESV, the results concerning whetireofficial decision had been
made to appoint an internal audit executive wetiebthan for 2007. But the County
Administrative Board of Vastra Gotaland, the Swediefence Research Agency
and the Swedish Agency for Economic and Regionaiv®@r noted that no such
decision had been made for either 2007 or 200thdwview of ESV, the agencies
should issue decisions to appoint such executives.

4.2.2 Independence and objectivity
Is the internal audit function satisfactorily ind=pdent and objective?

The average relative score for all agencies we&90Which is an improvement over
2006 (0.953) and 2007 (0.977).

With the exception of the Royal University of Teclogy, all agencies stated that
the internal audit executive reported directlyite Director-General.

All agencies responded in the affirmative to thegiion as to whether the internal
audit function was independent of operational rasjimlities.
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All agencies responded in the affirmative to thegiions as to whether the internal
audit function presented the results of the awditgency management and whether it
independently proposed and carried out audit engages.

No agency reported that an audit engagement ohtemal audit function had
assessed an activity for which the presentingmalesiuditor had been responsible
during the preceding 12 months. No agency stat@dtthad given advice in
connection with an advisory engagement for whiehitidependence and objectivity
of the internal audit function could not be ensured

All agencies responded in the affirmative to thegiion as to whether the internal
audit function had access to the information itdeekto carry out an engagement.
However, one agency stated that it had not receiltete information it needed to
perform register analyses.

Conclusions

In the view of ESV, the central government intetanadit, as the year before, was
sufficiently independent and objective to complyhwgenerally accepted internal
audit and internal auditor standards.

Some of the external quality assurance effortsddbat the internal audit function
should evaluate the independence and objectivitpetonsultants on the audit
teams.

423 Expertise and experience

Has the internal audit function performed audit adVisory engagements with
satisfactory expertise and experience?

The average relative score for all agencies we&90®hich is an improvement over
2006 (0.942) and 2007 (0.977).

All agencies stated that they had sufficient exgerfor had purchased services or
coordinated with another agency) to assess cir@moss associated with their
activities that could prove damaging to their cbdidyy when carrying out an audit
engagement.

All agencies stated that they had sufficient experfor had purchased services or
coordinated with another agency) to assess rislcanttols in the agencies
computer-based information system when carryingaoududit engagement. Some
agencies mentioned in their comments that no irdition technology audit had been
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performed in 2008. Even if the internal audit fumethas not performed such a
review during the year, it is important that theoimation is included in its risk
analysis and not be disregarded due to lack ofamition technology expertise.

All agencies reported that their employees parditgd in annual skills development
programmes in order to retain and upgrade theiedige and experience. The data
provided by the agencies indicate that such ppetimn averaged approximately 80
hours per internal auditor. That is fully in linétkvllA criteria for internal auditors to
retain various certifications.

All agencies responded that they had sufficieneetge (or had purchased services
or coordinated with another agency) to assess aiskgciated with the agency's
activities and that the chief audit executive pesed the requisite expertise to
comply with the Internal Audit Ordinance.

Conclusions

In the view of ESV, the central government interauadit has satisfactory expertise
and experience to perform its audit and advisogagements.

Some external quality assurance efforts indicaiedhe year before, that the internal
audit function lacked in-depth expertise in certaieas, such as certain
organisational processes and information technology

424 Quiality assurance

Does the internal audit function have a satisfagforogramme for internal and
external quality assurance?

The average relative score for all agencies wa300which is somewhat higher than
2006 (0.430) but lower than 2007 (0.64).

The main reason for the decline from 2007 is thatquestion (criterion 3) about
whether the agency had carried out an externassisent had been modified
somewhat. The sub-criterion about whether the agplanned to carry out such an
assessment within the next 12 months was eliminat@@08. As a result, there were
19 affirmative answers to the question in 200&@®0sed to 28 in 2007. A total of 9
agencies carried out an external assessment in BD@8dition, the Swedish Rescue
Services Agency carried out a quality assuranaetdff 2007. But since the agency
was exempt from responding to the questionnairauseit was closed down as of
31 December 2008, that information was not includetie above data.
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The fourth question was extended in 2008 to incler@erion 1 concerning whether
the internal audit function had performed ongoimgiinal reviews of its activities.
Twenty nine agencies (66 per cent) responded iaffirenative, while 14 responded
in the negative. Thirteen of the negative answeanewsubmitted by agencies with
single auditors. The Swedish Financial Supervigarthority stated that the criterion
was not applicable because they were exempt froptiagting an internal audit
executive and had purchased an internal auditcsemstead.

Thirty agencies (68 per cent) responded in theraffiive to the question about
whether the internal audit function had performedanual self-assessment, as
opposed to 28 agencies (63 per cent) in 2007.é@nraigencies, 2 fewer than in
2007, reported that they had not performed a ssiéssment.

All agencies that carried out external quality assuoe efforts stated that they
notified the board or Director-General of the résul

Conclusions

Approximately two thirds of the agencies carried iaternal quality assurance
efforts by means of ongoing internal reviews arfiagsessments. One reason for
the low percentage was continued uncertainty alvbat internal quality assurance
should entail and how single auditors can comphywie requirements.

In 2009, ESV will clarify its regulations with reghto internal quality assurance by
means of both ongoing internal reviews and selesmsents. ESV will also explore
ways for single auditors to comply with the regidas.

Some of the external quality assurance effortsddbat the internal audit function
should systematise and document their ongoingriaterssessments and results, as
well as perform self-assessments of their actiwitioreover, self-assessments of the
internal quality assurance effort should be accongohby a report that includes the
assessments of the chief audit executive. Quadiurance programmes should be
implemented to ensure satisfactory performancewéws by consultants.

425 Governance of the internal audit function

Does the internal audit function have satisfactgoyernance to ensure
efficiency?

The average relative score for all agencies was7Q@hich is an improvement over
2006 (0.802) and 2007 (0.955).
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All agencies except the County Administrative Boaf&tockholm responded in the
affirmative to the question as to whether the Dive€eneral had approved a plan
for the audit and advisory engagements of thenateaudit function. The Director-
General had also approved any major amendmernte folans.

All agencies reported that the Director-General éstdblished internal audit
guidelines. After having obtained supplementargimfation to the effect that the
guidelines had not been formally approved, ESV gbdrthe response of the County
Administrative Board of Stockholm such that it diot meet the criterion. In 2007,
eight agencies had not established such guidelines.

Conclusions

In the view of ESV, nearly all central governmanternal audit functions have
satisfactory management. There has been a sigmtifitcgrovement in that area since
2006 and 2007. Management of all agencies excepftiunty Administrative Board
of Stockholm has approved a plan for the auditadhdsory engagements of the
internal audit function and set guidelines for dllit.

Some external quality assurance efforts have folatinternal audit guidelines
should be re-examined and set each year.

426 Orientation

"Have the internal audit function's efforts beeremted toward proceeding from
an analysis of the agency's risks to audit wheth&rnal Management and
Control by management can, with reasonable ass@rdne said to have been
designed such that activities are carried out efidy in compliance with
applicable law and Sweden's obligations as a merabtre European Union, that
they are reported in a reliable, true and fair mannand that the agency is frugal
with central government resources?

The average relative score for all agencies was7Q@hich is an improvement over
2006 (0.849) and 2007 (0.943).

All agencies but one responded in the affirmatovéhe question as to whether the
internal audit function had audited, and proposegrovements to, the agency's
process for internal management and control byrtheagement. The agency that
responded in the negative understood the questiba aisking whether the function
had audited activities directly linked to the Omliice on Internal Management and
Control.

27



28

RESULTS OF ES\S ANALYSIS AND ASSESSMENT OF THE ANNUAL INTERNAL AUDI QUESTIONNAIRE

All agencies stated that the risk analysis on wineérnal audit activities were based
covered all services that the agency provided & neaponsible for. After having
obtained supplemental information, ESV changedékponse of the Administrative
Board of Stockholm County such that it did not ntbetcriterion.

All agencies responded in the affirmative to thesjion as to whether the internal
audit function had established working methods @aodesses to ensure compliance
with generally accepted auditing standards.

All agencies reported that their internal auditdiimns selected their audit
engagements on the basis of an annual risk analfyie agency's overall activities.
After having obtained supplemental information, ES¥nged the response of the
County Administrative Board of Stockholm such thalid not meet the criterion.

Conclusions

In the view of ESV, the efforts of nearly all inbet audit functions have been
oriented toward proceeding from an analysis ofatpency's risks to audit whether
internal management and control by the managensentath reasonable assurance,
be said to have been designed such that actigiteesarried out efficiently in
compliance with applicable law and Sweden's obbgatas a member of the
European Union, that they are reported in a redigiblie and fair manner, and that
the agency is scarce with central government ressur

The total score for this question was considerabiyer in 2008 than 2006 or 2007.
Only the internal audit function of the County Adhisitrative Board of Stockholm
had not selected its review engagements on the bhan annual risk analysis of the
agency's overall activities.

Some external quality assurances efforts foundtbigatisk analysis of the internal
audit function should be extended to include a tmlkgency objectives, that the
analysis should be updated in connection with degaional changes during the
year,that identified risks should be more cleadgaibed, and that the analysis and
the audit plan should be more clearly linked.

4.2.7 Planning engagements

Has the internal audit function satisfactorily pleed each audit and advisory
engagement?
The average relative score for all agencies wasahizh is an improvement over
2006 (0.860) and 2007 (0.977).
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All agencies responded in the affirmative to thegiions as to whether they
formulated objectives for each engagement, asséissestope needed to achieve the
objectives and calculated the requisite resouies.Swedish Financial Supervisory
Authority responded not applicable to criteriori®Bhe internal audit function has
developed a working programme in connection witthe&view and advisory
engagement aimed at achieving the objectives ohabis of identified risks." The
agency's explanation was that such an assessmeilifiveult because it had
engaged internal audit consultants from the outside

Conclusions

ESV finds that the agencies fully complied with thées and regulations and thereby
satisfactorily planned each audit and advisory gageent.

4.2.8 Carrying out engagements

Has the internal audit function satisfactorily @xdted and stored the data that
corroborate proposed improvements?

The average relative score for all agencies wasahizh is an improvement over
2006 (0.884) and 2007 (0.966).

With the exception of the Swedish Financial Supsm Authority, all agencies
responded in the affirmative to the questions asltether to the information needed
to achieve the objectives of each engagement hexdibdentified and documented.
The Financial Supervisory Authority was the onlgagy that responded not
applicable to criterion 2, "For each review andisdry engagement, the internal
audit function has documented (collected and agdhthe information (audit
evidence) that provides the basis for the obsemati The agency's explanation was
that it did not have such working material becatibad engaged internal audit
consultants from the outside. In the opinion of E8¥t situation is unsatisfactory.
Even if the service is purchased, the agency nmhtsiroand file the audit
documentation.

Conclusions

ESV finds that the agencies fully complied with thées and regulations and thereby
satisfactorily collected and stored the data tbatoborate proposed improvements.

Some external quality efforts concluded that doauiai#on of individual
engagements should be clearer and that it shoulidteel and signed. A method for
performing audits should be developed. The inteandit function should record and
communicate the proper structure of audit docuntiem&o any consultants at the
beginning of all projects, as well as monitor coisaupte of subsequent
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documentation with these criteria. In the view &\E agencies should obtain and
file documentation from the consultants they engage

4.2.9 Communicating results

Has the internal audit function satisfactorily conmitated the results of its
engagements?

The average relative score for all agencies wasahizh is an improvement over
2006 (0.930) and 2007 (0.989).

All agencies responded in the affirmative to thesjions as to whether they had
communicated observations and recommendation®tpafties concerned, reported
results of audit and advisory engagements to agerragement, and issued a
report to agency management at least once eachyaadiconcerning their overall
observations and recommendations for the period.

Two thirds of the agencies responded not applicabile criterion, "The internal
audit function notifies all parties concerned report of a audit or advisory
engagement contains any subsequent observatiois tiedévant to the
recommendations.” The agencies that respondee iaftinmative to the criterion
had either experienced the situation or were ptiojgevhat they would do if it were
to arise, whereas those who responded not appiteal not experienced the
situation.

Ninety one per cent of the agencies respondeckinggative to criterion 3 as to
whether the internal audit function had deviatedrfrgenerally accepted auditing
standards during the year. The internal audit fonstof the agencies that had
deviated had notified management.

Conclusions

ESV finds that the agencies fully complied withesiand regulations and thereby
satisfactorily communicated the results of theiyagements.

Some external quality assurance efforts have déteththat internal audit functions
should develop criteria for assessment of theieotaions. A template for internal
audit reports should be drawn up.

4.2.10 Monitoring results
Has the internal audit function monitored proposedasures?
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The average relative score for all agencies we&90@hich is an improvement over
2006 (0.756) and 2007 (0.852).

All agencies responded in the affirmative to thegjions as to whether management
had approved measures based on internal audittirggpand whether the internal
audit function had monitored compliance with theaswees. Only the Administrative
Board of Stockholm County lacked documented feeklbaout how the agency had
addressed s observations and recommendations byteneal audit function in
previous years. Approximately 20% of the agencésponded not applicable to the
criterion that the function had notified managenwrihe risk entailed by non-
acceptance of the proposals it had recommended.

Conclusions

The internal audit functions of the agencies gdhyensonitored proposed measures.
Only the County Administrative Board of Stockholatked documented feedback
about how the agency had addressed observatiorre@mummendations by the
internal audit function in previous years.

Some external quality assurance efforts have detechthat the annual report of the
internal audit function should monitor previousgported observations that had not
yet been addressed in accordance with managemasioes. Furthermore,

reporting should describe the consequences ohtueguacies that had been noted.
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4.3 Internal audit resources and their use
For 2008, staff years totalled 124 (123 for 20G079f which had been purchased.

Including purchased services, internal audit sta#frs were broken down as follows:

2008 2007 2006

- Chief audit executive 46 41 37
- Auditor 59 62 65
- Audit assistant 3 5 4
- Specialist auditor 9 15 9

- Purchased services 7 *) *)

Total 124 123 115

(*) Not reported separately for 2006 and 2007

The reason that there were so many staff yeaispirialist auditors in 2007 is that
consultants were included. Nine agencies were ek&omp employing internal audit
executives in 2007 and purchased their internait sedvices. Only the Swedish
Financial Supervisory Authority was exempt in 20B8t because the agency did not
submit any data on the number of consultant haliey, are not included in the 2008
figures.

Although six additional agencies were requireddagehestablished an internal audit
function in 2008, the number of staff years wagmesally unchanged from 2007.
Nine agencies, including three county administebeards and five institutions of
higher learning, devoted less than one staff ye#ndir internal audit. One reason is
that some agencies established an internal auditiéun in late 2008.

Staff years were higher for executives than auslib@cause many agencies
employed only one internal auditor. Seventeen ®f#4h agencies required to employ
a chief audit executive did not have one on atfolk basis in 2008. Staff years at
some agencies totalled 0.1-0.3. Most common wdohal staff year. Part-time

chief audit executives were a more frequent phemomén 2008. Most of the
agencies exempt from employing a chief audit exeeun 2007 did that on a part-
time basis in 2008.

Audit assistants are very rare at the agenciesr&dson is that most internal audit
functions are small and more experience is theretpyired. Most of the specialists
employed by internal audit functions are IT auditd/e have the impression that the
number of IT specialists has changed only margirtaiough the years.
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Total hours worked at internal audit functions,ared to be just over 170 000 (180
000), were broken down as follows:

2008 2007 2006
- Planning and monitoring 25 000 20 400 12 800
- Audit 116 500 113700 115 300
- Advisory services 10 500 11 200 10 400
- Skills development 9 900 11 900 13 200
- Other 10 700 23 400 -
Total 172 600 180 600 151 700
other 2008 2007
6% Other

Kompetens- 13%
utveckling Planning and SKill Planning and
6% monitoring monitoring
development
. 14% 11%
Advisory 7%
services .
6% AdV|§ory
services
6%
Audit Audit
68% 63%

Total hours worked decreased even though stafsyeanained essentially
unchanged. The reason is that some agencies didahade non-operating hours. A
comparison shows that the time devoted to planaimgmonitoring rose by 23 per
cent from 2007 to 2008. Meanwhile, time devotedudit and advisory services
remained largely unchanged. Time devoted to s#idielopment declined by 3 300
hours (25 per cent) from 2007 to 2008. The Othtegmy includes time devoted to
administration, external quality assurance, etc.

Internal audit services (planning and implementatas well as review and advisory
engagements) accounted for 88 per cent (80) dfreparted time devoted to the
central government internal audit. That is a measfiinternal audit capacity
utilisation. Given that some of the agencies thaponded to the questionnaire did
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not report non-operating hours, capacity utilisafior 2008 is probably somewhat
high. Capacity utilisation in relation to staff yegields just over 1 200 hours (just
over 1 200 hours in 2007) of annual staff yearsvéieer, the statistics suffer from
inadequacies that are due primarily to the unaggtaissociated with the failure of
some agencies to regularly account for and mohibors worked.

Additional hours worked by external consultantseveported at just over 10 000 (8
000), broken down as follows:

2008 2007
- Audit engagements 8 600 6 700
- Advisory services 500 600
- Other 1 000 1 000
Total 10 100 8 300
2008 2007
Other Other
10% 12%
Advisory Advisory
services services
5% 7%
Audit Audit
engage- engage-
ments ments
85% 81%

Total costs for internal audit functions were atinegted SEK 104 million in 2007

and SEK 107 million in 2008, broken down as follows
2008 2007 2006 (**)

- Payroll expenses, including social security

contributions 90.3 83.9
- Skills development 27 25
- Consultants 10.9 *
- Other 3.1 17.6
Total 107.0 104.0
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(*) Included in Other for 2007
(**) No data available

22 (40 per cent) internal audit functions cost lass1 SEK 1 million
18 (32 per cent) internal audit functions cost SER million

7 (13 per cent) internal audit functions cost SEK 2illion

2 (4 per cent) internal audit functions cost SEK @illion

5 (9 per cent) internal audit functions cost SEK &llion

1 (2 per cent) internal audit function cost SEK1®2million

Twenty seven (34) of the 55 (51) agencies withrirgkaudit functions engaged
external expertise to one degree or another. Onegéhcy was exempt from the
requirement in Section 2 of the Internal Audit @uthce to employ an executive and
purchased its internal audit services instead.tEigkncies spent SEK 84 391
thousand on their internal audit functions in 2088ven of the functions were newly
established.

Conclusions

The total reported cost for all internal audit @itiees for 2008 was SEK 107 million.
The cost averaged SEK 863 thousand (846) for difu# employee and SEK 1.9
million (just over SEK 2 million in 2007) for anternal audit function. The costs
varied significantly according to the number of éogpes at the particular agency.
Only 8 agencies spent more than SEK 3 million @nititernal audit, and 22 agencies
(40 per cent) spent less than SEK 1 million.

The time devoted to internal audit services (plagnimplementation and
implementation of audit and advisory engagememejzasented 88 per cent capacity
utilisation. Given that some of the agencies thaponded to the questionnaire did
not report non-operating hours, capacity utiligafior 2008 was probably somewhat
high. ESV is encouraged by the fact that the tiesoted to planning and monitoring
rose by 23 per cent from 2007 to 2008.

4.4 Internal audit function — expertise and experie  nce

The 55 agencies (of the 57 covered by the Intekodit Ordinance) that responded
to the questionnaire reported that they employeti(129) internal auditors as of 31
December 2008 (a workplace for health and safetit aas not defined as an
internal audit under the Internal Audit Ordinanc@he (9) of the 55 (51) agencies
had not employed internal auditors but engagedmatteonsultants instead. The
agency was exempt in 2008 from the requirementeofi&n 2 of the Internal Audit
Ordinance to employ an chief audit executive. Thius 54 (43) agencies whose
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internal audits were performed by employees aver2ge0 (2.76) auditors as of 31
December 2008.

30

25

20

15

0O 2008
m 2007
m 2006

10

Number of agencies

No employee Single auditors ~ Group of
auditors

Fourteen (10) internal audit departments had nfae 2 employees. With 14
employed auditors, the Swedish Tax Agency had thstnNone of the other 13 had
more than 7 employees.

There were 25 single auditors altogether. Twerdghteil7) of the agencies had
single auditors. None of the six county administeaboards covered by the Internal
Audit Ordinance employed more than one internaltaudrhe 14 institutions of
higher education employed a total of 23 (20) indéauditors, 7 of whom were
single auditors.

There are two reasons for the rapid growth in talver of agencies with single
auditors. In the first place, more agencies webgesti to the Internal Audit
Ordinance. In the second place, the 8 agenciebwhioh were institutions of higher
education) that were exempt in 2007 from employgingnternal audit executive
were no longer exempt in 2008.

Asked about the professional background of the® (149) internal auditors, the
agencies reported that 34 per cent (33) were tecrii-house. Fifty one per cent
(53) were recruited from auditing positions. Nig¢ &gencies had no internal auditor
with previous auditing experience.

- Recruited in-house 34 percent (33)
- Recruited from another public internal audit fuanti 15 per cent  (14)
- Recruited from another private internal audit fimtt 8 per cent 7
- External audit in the central government sector pé6cent  (16)
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- External audit in the private sector 12 per cent16) (
- Recruited from another public sector enterprise elcent (8)
- Recruited from another private enterprise 6 pet cen(6)

Sixty per cent (71) of single auditors were re@ditrom auditing positions, 32 per
cent (29) in-house and 8 per cent (0) from otheitjpms.

Forty four per cent (45) of single auditors atitions of higher education were
recruited from auditing positions, 30 per cent (#Bhouse and 26 per cent (15) from
other positions.

ESV also asked about the educational backgroundentification of internal
auditors. Eighty eight per cent (89) of the 1239(litternal auditors had a higher
education degree of at least 120 credits undeoltheurriculum or a more advanced
degree. Nine per cent (11) of the others had aehigtiucation degree of fewer than
120 credits.

Internal auditors with certification and degreesemeroken down as follows:

2008 2007 2006
Certified Internal Auditor (CIA) 15 10 8

- Certified Information Systems Auditor (CISA) 8 8 9

- Certified Expert Municipal Auditor 6 4 4

- National Audit Office Certification, Test 1 8 8 6

- National Audit Office Certification, Test 2 3 4 4

- Test for Auditor Degree/Higher Auditor Degree 0 1 3

- Previously Certified without Degree 8 7 (no data)
- Certified under Another System 10 11 13

The comments indicate that Certified under Anoystem included auditors
certified by an external quality assessment andrpajualification. ESV is
encouraged by the fact that, as shown by the atadole, the number of central
government CIAs rose by 50 per cent in 2008.

Eighty one per cent (88) of all 123 (119) interaadlitors had been internal auditors
for at least three years, as opposed to 85 per@&nof the 25 (17) single auditors
and 96 per cent (85) of those at institutions ghkr education. Thus, the great
majority of internal auditors had longstanding eigrece in their profession.
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Conclusions

Central government internal auditors numbered 123) as of 31 December 2008.
Although 6 additional agencies were required tdgoer internal audits and the
exemptions from employing an internal audit exe®utere eliminated for all but
one agency, the number of central government iateunditors increased only
slightly from 2007 to 2008. One reason is that ana new agencies and those that
had previously received such exemptions employsdgie auditor on a part-time or
full-time basis. Some of the internal auditors wamtkor more than one agency.
Some agencies purchased the services of interdabesifrom other agencies.
Furthermore, some of the agencies had vacancies.

The number of single auditors increased more fro6v2o 2008 than ESV had
expected. Our 2007 report projected that there evbaljust over 20 single auditors
at the end of 2008. The actual number of audit@s 26 and the number of agencies
28. Thus, more than 50 per cent of all agencids aitinternal audit function
employed only one auditor. The figure at the end0f7 was just over 30 per cent.
ESV is concerned that the percentage is constdsitg and that many of these
internal auditors are employed for only 20-50 pamtof normal annual working
hours. ESV also notes that the number of interaditars and their working hours
(as a percentage of full-time employment) varie@agnagencies that conducted
comparable activities and provided similar serviddsat was particularly true of
institutions of higher education. In the view of\E&gency management needs to
determine the magnitude of the resources requireaeet the requirements of the
Internal Audit Ordinance.

Central government internal auditors have a sdaligcational level and longstanding
experience in their profession. Thus, the greabritgjof them are qualified to
become Certified Internal Auditors (CIAS) if they desire. ESV is encouraged by
the fact that the number of CIAs among them rosBMper cent in 2008.

4.5 Coordination of internal audit functions

The Swedish Board of Fisheries and the Univerditgathenburg were the only
agencies that coordinated their internal audit fions in 2007. Interagency
coordination was more common in 2008. The reastmaisthe agency is required by
the Internal Audit Ordinance to employ an chiefiaegecutive but does not feel that
it needs one full-time. The solution is that mdrart one agency employ the same
person on a part-time basis. In 2008, the Countyifitrative Board of Jamtland
shared an internal audit executive with Mid Swedeiversity, Malmo University
with Linkdping University, Vaxjé University with Lnd University, and the Board of
Fisheries with the University of Gothenburg. In gida, Karlstad University,
Malardalen University and Orebro University shaed internal auditors.
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4.6 Participation of internal audit functions in
international operations

Nine (10) agencies reported that they participatedternational operations in 2008,
including ESV assignments in Ukraine, Romania déed@zech Republic.

Conclusions

ESV is encouraged by the fact that participatiomiarnational assignments was as
large as in 2007.

4.7 Internal audit advisory services with respectt o the
Ordinance on Internal Management and Control

Asked by ESV whether their internal audit functidnasl received engagements
based on the new Ordinance on Internal Managenmeh€Cantrol, 56 agencies
responded in the affirmative and 44 per cent imigative. Most of the
engagements involved providing advisory and suppEmices in connection with
adoption of the ordinance.

Conclusions

The internal audit functions of 56 per cent of digencies received engagements
based on the new Ordinance on Internal ManagenmehCantrol.

4.8 What did ESV do in 2008 and what measures does
ESV plan to take?

A special report by ESV is to present the meaghast has taken or plans to
take to ensure that the central government inteanalit meets high standards of
professionalism and quality.

Based on an analysis and assessment of the dafaeahtESV has taken — and is
planning to take — measures to ensure high stasddiggtofessionalism and quality.

Measures taken by ESV

ESV has taken the following measures to ensurelhieanternal audit function
meets high standards of professionalism and quality

- ESV updated regulations and general advise ag-ebiuary 2008 based on

amendments to the Internal Audit Ordinance The aimemts were based on the
Ordinance on Internal Management and Control (Sste@ode of Statutes
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2007:603) and the Government Agencies and InstitOrelinance (Swedish
Code of Statutes 2007:515).

ESV has provided advisory services to the agendmiemsite, phone and e-mail
concerning compliance with the Internal Audit Oatice on a regular basis.

ESV has supported agencies by means of a framexgoeement to provide
internal audit functions with services in the f@liog areas: IT auditing, quality
assurance and self-assessment, auditing in acam déth EU requirements,
and the special areas of law, taxation, insuranddiaance (Reg. no. 45-
186/2007). ESV has renewed the agreement until&Eedber 2009.

In accordance with the feedback requirement obtheial appropriations
document, a special report submitted by ESV td@beernment analysed and
assessed the status of the central governmemahtudit for 2007. The report
presented the measures that ESV has taken ortplgeise to ensure that the
audit meets high standards of professionalism aiadity.

In 2008, ESV held three courses in the first ydaisd3-year skills development
programme for central government internal auditdpproximately 60 people
took the courses. Evaluations of the courses wemnerally excellent. For
instance, 95-100 per cent of the participants woetkdmmend the courses to
others.

ESV arranged an annual conference for central govent internal auditors.
Approximately 60 people from 37 agencies parti@daflhe evaluation
indicated that all participants would recommenddbeference to others.

As of 1 January 2008, just over 20 of the 56 agenwiith internal audit
functions were agencies solely managed by a Dire¢d@neral. ESV met twice
in 2008 with the Directors-Generals, Acting Diragst@enerals and internal
auditors of such agencies to clarify what constdudenerally accepted central
government internal audit and internal auditor démds for them. ESV also
discussed proper responsibilities, roles and coniration between the internal
audit function and the Directors-Generals of sugdnaies. ESV informed the
Directors-Generals of the requirements to whicly e subject under the
Internal Audit Ordinance, as well as the importaotthe internal audit function
when it comes to agency governance and controlthmdkey issue that
emerged during the meetings concerned the expaasadf Directors-Generals
for their internal audit functions.
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- ESV put together a brochure aimed at delineatieglttision of responsibility
between agency management and the internal aunditid.

- ESV held a network meeting for 14 single auditordiscuss their work
situation. They decided to meet once a year urdeaégis of ESV.

- ESV examined the risk analyses of 10 internal dudittions to become better
acquainted with them and determine how ESV can imalke them more
effective. Section 4.8.1 presents the results eféview.

- ESV received a number of international visits.

- ESV offered central government internal auditoesapportunity to take part in
the service export project that ESV is conducting

- To support internal audit functions, ESV launchealat study to develop
internal audit methods in the form of a handbook.

ESV's measures were taken in close cooperationtgtispecial council for internal
audit matters established by the Government. E3d/fbar meetings with the
council in 2008.

Measures that ESV plans to take

ESV plans to take the following measures to enthatthe central government
internal audit meets high standards of professismeand quality.

- ESV 3-year skills development programme for cergmalernment internal
auditors. Assuming sufficient interest, the firsiay course will be offered again
in 2009. ESV will also hold two second-year couligez009.

- ESV plans to arrange two network meetings in 2008, of which for single
auditors and the other for internal auditors ahages solely managed by a
Directors-General.

- ESV will arrange a joint conference on public asidit Sweden in collaboration
with the Swedish Association of Local AuthoritiesdaRegions, the Swedish
National Audit Office, the Swedish Association sbfessional Local
Government Auditors, and FAR SRS (the professiorstitute for authorized
and approved public accountants, as well as odsarcéated professionals in
Sweden). The purpose of the conference is to ceeateeting place for actors in
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the area of public audits in order to share expegeexpand knowledge and
build bridges to future collaboration.

- Section 7 of the Internal Audit Ordinance speciffest the internal audit
function shall be subject to a quality assuranckiaprovement programme
that includes both internal and external assessmé&he internal assessment
consists of ongoing monitoring and annual self-sssents. Internal auditors
have asked ESV to clarify what is meant by suchrotsiand self-assessments.
ESV plans to elucidate quality assurance issu2e@9.

- ESV plans to launch a pilot study about whethehduld procure a new
framework agreement for internal audit servicegegithat the current one
expires on 31 December 2009.

- ESV plans to complete the pilot study to suppdermal audit functions by
developing internal audit methods in the form dfadbook. The study is to
explore the need for, and appropriate contentarogudit handbook on which
agencies can base handbooks of their own.

48.1 Risk analysis examination

Introduction

ESV performed an examination in 2008 of how inteenalit functions conduct their
risk analyses. The examination included 10 inteaniglit functions at 10 agencies.
ESV obtained the risk analyses and audit plankeofunctions for 2008, as well as
conducted interviews with their executives.

Models

ESV has found that the agencies use different rsodélere is no common structure
or method for documenting them. A number of the el®dre based on COSO
Theory.

Whether the risk analysis is clearly linked to ageabjectives appears uncertain in
some cases. A risk analysis should be clearly tinkeagency objectives and
activities. It must be possible to understand wieygarticular risks have been
included.

The Ordinance on Internal Management and Contrplires a risk analysis of
agency activities. The ordinance was new in 2008nwst internal audit functions
in 2009 and afterwards should be able to procemd the agency's risk analysis and
thereby have a potential fundamental structure biciwto base their own risk
analysis.
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Link to the agency's risk analysis

Most of the 10 agencies did not have a risk ansiliys2008 in accordance with the
Ordinance on Internal Management and Control orclttie internal audit function
could base its own risk analysis. The functions alve greater access to risk
analyses by their agencies in 2009. The functidmaio such an analysis and use it
to the degree they deem appropriate in order t@aluplication, as well as to
compare it with the risks that they have identifiedl assessed. Important to stress is
that the risks in the internal audit function's lgs&, as well as such an assessment,
are always included on the basis of the functiows professional judgement. The
risk analysis on which the audit plan is based isd the internal audit function’s
own assessment.

Some of the risk analyses by internal audit fumgtidid not consider the agency's
information technology activities. The reason ittthe functions often lack
expertise to assess such risks. Because the Ihfarda Ordinance requires the
function to possess sufficient expertise, it isamant that external services or the
like be purchased in those cases.

The internal audit functions we examined tried asétheir planning and risk
assessments on data obtained from various paitte @igency. Such data collection,
often proceeding from interviews with managers keylemployees, is the most
time-consuming aspect of risk analyses, as wet@snost crucial source of their
quality.

Risk assessment

A couple of internal audit functions had not assddbe risks it had identified on the
basis of probabilities and the consequences foagle@cy. That makes it difficult for
readers to understand the priorities set by thetiom. Each function should
determine the risk level at which it is approprittgperform a review.

Some of the internal audit functions set their gwinrities for the reviews to be
included in the audit plan. Management does natllystake a position on reviews
that are not included for one reason or anothegnHiva function lacks the resources
to perform a review of all risks that it has deersafficiently serious to warrant one,
each such area should be specifically identifiechfsessment by management.
Management is responsible for assigning more ressup the function or
eliminating such areas.
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Link between the risk analysis and audit plan

A number of risk analyses were not clearly linkedhte audit plan. It must be
possible to proceed from the risk analysis to atewtanding of why a particular
review is part of the plan. Reviews that the analfias found to entail the same risk
are to be treated alike in the plan. If not, anl@xation is required.

The basic orientation when documenting risk analys®l audit plans should be that
an external reader can comprehend and follow th&oréng, grasp why various
priorities have been set and understand what revieevaudit plan thereby dictates.
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Annex 1 — Agencies subject to the Internal Audit
Ordinance

The Government has decided that the following aigsraxre to comply with the
Internal Audit Ordinance:
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County Administrative Board of Jamtland
County Administrative Board of Norrbotten
County Administrative Board of Skane

County Administrative Board of Stockholm
County Administrative Board of Vasterbotten
County Administrative Board of Vastra Gétaland
Affarsverket Svenska Kraftnat

Swedish board for Study Support

Swedish ESF Council

. Swedish Defence Research Agency

. Karlstad University

. Karolinska Institutet

. Lantméteriet

.LFV

. Linkdping University

. Lule& University of Technology

. Lund University

. Malmo University

. Mid Sweden University

. Méalardalen University

. National Agency for Special Needs Education and8Ist*
. National Board of Housing, Building and Planning
. National Board of Institutional Care

. National Courts Administration

. National Government Employee Pensions Board
. Nutek

. Premium Pension Authority

. Royal University of Technology

. Social Insurance Agency

. Stockholm University

. Swedish Armed Forces

. Swedish Arts Council

. Swedish Board of Agriculture

. Swedish Board of Fisheries
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35. Swedish Customs

36. Swedish Defence Materiel Administration
37. Swedish Enforcement Authority

38. Swedish Financial Supervisory Authority*
39. Swedish Forest Agency

40. Swedish Fortifications Agency

41. Swedish International Development Cooperation Agdfeda)
42. Swedish Migration Board

43. Swedish National Agency for Education

44. Swedish National Debt Office

45. Swedish National Police Board and police autharitie
46. Swedish Prison and Probation Service

47. Swedish Public Employment Office

48. Swedish Rail Administration

49. Swedish Rescue Services Agency***

50. Swedish Road Administration

51. Swedish Tax Agency

52. Swedish University of Agricultural Sciences
53. Umea University

54. University of Gothenburg

55. Uppsala University

56. Vaxjo University

57. Orebro University

*Exempt from Section 2 of the Internal Audit Ordnta
**Exempt from the requirement to comply with theédmal Audit Ordinance in 2008

***Closed down as of 31 December 2008 and constdidavith the Swedish Civil
Contingencies Agency.
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Annex 2 — Results per criterion, questions 1-10
Questions 1-10 are about compliance with rulesragdlations.

Question and criterion Meets Does Not Not
Criterion Meet applicable
Criterion

1. Has the agency established an internal audit function pursuant to the
Internal Audit Ordinance (Swedish Code of Statutes 2006:1228)?

1.1. The internal audit function has an executive. 44
1.2. The chief audit executive is an employee of the agency. 43 1
1.3. The chief audit executive was appointed by means of an agency 41 3

decision.

2. Isthe internal audit function satisfactorily independent and objective?

2.1. The internal audit function reports directly to the Director-General. 43 1
2.2. The internal audit function is independent of operating activities. 44
2.3. The internal audit function has presented the results of its audit to 44

agency management.

2.4. The internal audit function has independently proposed and 44
carried out audit engagements.

2.5. An audit engagement of the internal audit function has not 28 16
assessed an activity for which the presenting internal auditor has
been responsible during the preceding 12 months.

2.6. The internal audit function has declined to provide advisory 19 25
services as part of any engagement for which its independence
and objectivity vis-a-vis the reviewed parties could not be assured.

2.7. The internal audit function has had access to the information and 44
disclosures it needed to carry out an engagement.

2.8. The internal audit function has notified agency management that it 7 37
has not had access to the information and disclosures it needed to
carry out an engagement.

3. Has the internal audit function performed audit and advisory
engagements with satisfactory expertise and experience?

3.1. The internal audit function has purchased services or coordinated 23 1 20
with another agency if it lacked the expertise to carry out an audit
engagement included in the audit plan.

3.2. The internal audit function has had sufficient expertise (or has 44
purchased services or coordinated with another agency) to assess
circumstances associated with the agency's activities that could
prove damaging to the agency's credibility when carrying out an
audit engagement.

3.3. The internal audit function has had sufficient expertise (or has 39 5
purchased services or coordinated with another agency)
concerning risks and controls in the agency's IT-supported
business system in order to carry out its audit engagements.

3.4. Employees of the internal audit function participate in annual skills 43 1
development programmes in order to retain and upgrade their
expertise and experience.

3.5. The internal audit function has had sufficient expertise (or has 44
purchased services or coordinated with another agency) to assess
risks associated with the agency's activities.
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3.6. The internal audit executive has had requisite expertise to perform

44
the function's tasks in compliance with the Internal Audit
Ordinance.
Does the internal audit function have a satisfactory programme for
internal and external quality assurance?
4.1. The internal audit function has performed ongoing internal reviews 29 14 1
of its activities (a new criterion in 2008).
4.2. The internal audit function has performed an annual self- 30 13 1
assessment or been assessed by others at the agency who are
knowledgeable about internal audits.
4.3. The agency has performed an external assessment or a self- 19 24 1
assessment with external validation of the internal audit's
execution during the five years preceding submission of the
questionnaire to ESV.
4.4. The internal audit function has notified the board of the results of 14 1 29
the external assessment or the self-assessment with external
validation carried out in 2008 or 2009 as of the date of submission
of the questionnaire to ESV.
Does the internal audit function have satisfactory governance to ensure
efficiency?
5.1. Agency management has approved an audit plan for the internal 43 1
audit function's audit and advisory engagements.
5.2.  Agency management has approved any significant amendments 24 1 19
to the audit plan.
5.3. Agency management has set internal audit guidelines that include 43 1
the structure of the function's activities.
Have the function's efforts been oriented toward proceeding from an
analysis of the agency's risks to audit whether Internal Management
and Control by management can, with reasonable assurance, be said
to have been designed such that activities are carried out efficiently in
compliance with applicable law and Sweden's obligations as a member
of the European Union, that they are reported in a reliable, true and fair
manner, and that the agency is frugal with central government
resources?
6.1. The internal audit function has audited, and proposed 43 1
improvements to, the agency's process for internal management
and control by management.
6.2. The risk analysis on which internal audit activities are based cover 43 1
all services that the agency provides or is responsible for. This
refers to the internal audit function's own risk analysis and
assessment.
6.3. The internal audit function has selected the audit engagements in 43 1
its audit plan on the basis of an annual risk analysis of the
agency's overall activities.
6.4. The internal audit function has established working methods and 44
processes (rules, regulations and routines) to ensure compliance
with generally accepted auditing standards.
6.5. The internal audit function has shared information and tried to 43 1
coordinate activities with other internal and external suppliers of
audit and advisory services.
Has the internal audit function satisfactorily planned each audit and
advisory engagement?
7.1. The internal audit function has formulated objectives for each 44

audit and advisory engagement.
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7.2.

The internal audit function has determined the scope required for
each audit and advisory engagement to achieve its objectives.

44

7.3.

The internal audit function has determined the resources required
for each audit and advisory engagement to achieve its objectives.

44

7.4.

The internal audit function has put together a working programme
to achieve the objectives of each audit and advisory engagement
on the basis of identified risks.

43

Has the internal audit function satisfactorily collected and stored the
data that corroborate proposed improvements?

8.1.

The internal audit function has identified the data required for each
audit and advisory engagement to achieve its objectives.

a4

8.2.

The internal audit function has documented (collected and
arranged) the data (audit evidence) that form the basis of
observations made during each audit and advisory engagement.

43

8.3.

The internal audit function has filed the data upon completion of
each audit and advisory engagement.

43

Has the internal audit function satisfactorily communicated the results
of its engagements?

9.1.

The internal audit function has communicated the observations
and recommendations of each audit and advisory engagement to
the parties concerned.

a4

9.2.

The internal audit function notifies all parties concerned if a report
of an audit or advisory engagement contains any subsequent
observation that is relevant to the recommendations.

15

29

9.3.

The reporting of the internal audit function has notified agency
management that there has been a deviation from generally
accepted auditing standards whenever the orientation or
execution of the audit is affected. Specify what deviations have
occurred.

40

9.4.

The internal audit function has reported the results of its audit and
advisory engagements to agency management by means of
observations and recommendations.

a4

9.5.

At least once a year, the internal audit function has submitted an
audit report to agency management containing the overall
observations and recommendations for the audit year.

a4

9.6.

The internal audit function has notified agency management
whenever it has not had access to the information it needed to
carry out an engagement and specified how the audit has thereby
been limited.

39

10.

Has the internal audit function monitored proposed measures?

10.1.

Agency management has approved measures in response to
reporting by the internal audit function concerning the
observations and recommendations of the audit. Subsequent
approval of measures that have already been taken is included.

a4

10.2.

The internal audit function has monitored the measures that
agency management has approved in response to reporting by
the internal audit function concerning its observations and
recommendations.

a4

10.3.

The internal audit function has notified agency management of the
risk entailed by non-acceptance of the proposals it has
recommended as part of its audit and advisory engagements.

35

10.4.

The annual report to agency management contains feedback
about how the agency has addressed observations and
recommendations by the internal audit function in previous years.
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ANNEX 3 — RELATIVE SCORE PER AGENCY

Annex 3 — Relative score per agency

Relative Relative

Agency score, score,

2008 2007
Administrative Board of Jamtland County * -
Administrative Board of Norrbotten County 0.900 0.950
Administrative Board of Skane County 0.900 0.850
Administrative Board of Stockholm Country 0.700 0.900
Administrative Board of Vasterbotten County * -
Administrative Board of Vastra Gotaland County 0.900 0.900
Afféarsverket Svenska Kraftnat * -
CSN 0.900 0.600
Swedish ESF Council 0.900 1.000
Swedish Defence Research Agency 0.850 0.850
Karlstad University * *
Karolinska Institutet 1.000 0.950
Lantméateriet 0.950 0.900
LFV 1.000 1.000
Linkdping University 1.000 1.000
Lulea University of Technology 0.900 0.950
Lund University 1.000 1.000
Malmo University 0.950 0.889
Mid Sweden University * *
Malardalen University * *
National Agency for Special Needs Education and Schools exempt -
National Board of Housing, Building and Planning 0.900 0.850
National Board of Institutional Care * -
National Courts Administration 0.950 0.950
National Government Employee Pensions Board 0.850 0.950
Nutek 0.900 0.900
Premium Pension Authority 0.900 0.850
Royal University of Technology 0.950 0.950
Social Insurance Agency 0.900 0.900
Stockholm University 0.900 1.000
Swedish Armed Forces 1.000 1.000
Swedish Arts Council * -
Swedish Board of Agriculture 1.000 1.000
Swedish Board of Fisheries 0.900 0.900
Swedish Customs 1.000 0.900
Swedish Defence Materiel Administration 0.900 0.850
Swedish Enforcement Authority * -
Swedish Financial Supervisory Authority 1.000 1.000
Swedish Forest Agency 0.900 0.900
Swedish Fortifications Agency 0.950 0.900
Swedish International Development Cooperation Agency (Sida) 1.000 0.950




ANNEX 3 — RELATIVE SCORE PER AGENCY

Swedish Migration Board 0.950 0.900
Swedish National Agency for Education 0.950 1.000
Swedish National Debt Office 1.000 0.950
Swedish National Deposit Guarantee Board Closed 0.750
down

Swedish National Police Board and police authorities 0.950 0.900
Swedish Prison and Probation Service 0.950 0.850
Swedish Public Employment Office 1.000 0.950
Swedish Rail Administration 1.000 0.950
Swedish Rescue Services Agency exempt 1.000
Swedish Road Administration 0.950 0.900
Swedish Tax Agency 0.950 1.000
Swedish University of Agricultural Sciences 1.000 0.950
Umed University 0.950 0.900
University of Gothenburg 0.950 0.900
Uppsala University 1.000 0.950
Vaxjo University * *

Orebro University * *

*As indicated in Section 3.5, ESV decided not tasider the responses of 11
agencies when assessing the questions (1-10)dheg¢in compliance with rules and
regulations. No relative score was calculatedHesé agencies for 2007 or 2008.

The Swedish National Deposit Guarantee Board wasatimlated with the Swedish
National Debt Office on 1 January 2008.

Two agencies were exempt from the requirementdpaed to the ESV
guestionnaire: the National Agency for Special Neleducation and Schools
because it had been exempt from complying withHrternal Audit Ordinance in
2008 and the Swedish Rescue Services Agency beitavse closed down as of 31
December 2008 and consolidated with the Swedish Contingencies Agency.
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ANNEX 4 — CALCULATING RELATIVE SCORES

Annex 4 — Calculating relative scores

A total relative score for all agencies can bewated for the responses to each of
the questions (1-10) that concern compliance wiltbsrand regulations. In addition,
a relative score per agency can be calculated.

The questions concerning compliance with rulesragdlations are answered by
selecting Meets Criterion or Does Not Meet Criterfor each criterion. If the agency
meets all criteria to which it is subject, the digsis regarded as having been
answered in the affirmative. If the agency meetsast half the criteria, the answer
is regarded as having been answered partiallygratfirmative. If fewer than half of
the criteria have been met, the answer is regaaddtiving been answered in the
negative. The answer is regarded as having beeveass as not applicable if the
agency has an exemption from the rules and reguktif the phenomenon being
measured does not occur at the agency, or if taecgygconsiders the information to
be classified. Questions regarded as not applichbleot affect the relative score.
An affirmative response generates a score of 2ri#afly affirmative response
generates a score of 1 and a negative responsegeEna score of 0.

The relative score per question is the ratio ofttitv@l score of all agencies for the
guestion and the score that all agencies couldetealnly receive with the exception
of questions that are not applicable to them. (khaxh score minus not applicable
answers.)

The relative score per agency is the ratio of ¢@ score of the agency for all
guestions and the score that the agency could @t receive with the exception
of questions that are not applicable to it.

Thus, the relative score measures the degree bfigbianent (applicable law) and
is between 0 and 1. A value less than 1 indicategaton from the internal audit
rules and regulations to which the agency is stibjar instance, if 10 of the 51
agencies do not meet all criteria for a questibe relative score for the question is
0.9 or lower [the scores of 10 agencies are eatircesl by 1 on a question with a
maximum score of 102 (2*51=102) 92/102=0.9.]

Below are two examples of how the relative scorg bwcalculated per question
and per agency.

Example 1 — Relative score per question
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Twenty two agencies respond in the affirmativea@i@ncies partially in the
affirmative, 14 agencies in the negative and 2 eigsmot applicable.

((22x2)+(13x 1)+ (14x0))/ ((51 x 2) — (2¥ =57 /1 98 = 0.582
Example 2 — Relative score per agency

The agency responds in the affirmative to 6 quastipartially in the affirmative to 3
guestions, in the negative to 1 question and npliGgble to 0 questions.

((6x2)+(3x1)+(1x0)/(10x2)=15/200.75
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ESV develops and administers efficient financial management of central government.

We compile good decision making data for financial policy.

We create the conditions for the Government and Parliament to transparently and efficiently govern central government
agencies.

We ensure that agencies have sufficient access to good methods and efficient support in their executive management.
ESV has broad, deep expertise and collaborates closely with the Government and the agencies.



