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Vietnam’s Auditing System
Situation, Orientation and Solutions

he Vietnam’s auditing system — one of effec-

tive instruments for financial- economic

management; and one of products of the
market economy and international integration -
has taken shape and made remarkable develop-
ments. The system comprises three sectors: the
state auditing, independent auditing and internal
auditing. The sectors have their own roles, posi-
tions and fields of activities; but all of them, as su-
pervisors of financial- economic activities, employ
the same professional operations and methods. The
independent auditing sector came into operation in
1991, the state auditing in 1994 and the internal
auditing 1997. From then on, all auditing sectors
have established their roles and positions, contrib-
uted positively to process of controlling and employ-
ing effectively and economically financial resources
and social assets, made monetary and financial re-
lations healthy, facilitated the international inte-
gration, and perfected components of the market
economy in Vietnam.
1. Achievements of development of the Viet-
nam’s auditing system

Main achievements of the development of the
Vietnam’s auditing system are as follows:

Firstly, laws about the auditing business are
available (legislation on the state and independent
auditing operations in 1994, and on internal audit-
ing in 1997), which provides preconditions for birth
and development of auditing companies today. Up
till now, the State Audit Law and Decree on the in-
dependent audit have been passed and the ministry
of Finance has also issued the statute of internal au-
dit operations in state-owned companies. They con-
stitute a legal basis for development of the auditing
system in Vietnam. Moreover, the state auditing au-
thority has set forth standards of the state auditing
operations and specialized rules of auditing opera-
tions for specific clients. The Ministry of Finance
has also set forth 38 auditing standards for inde-
pendent auditing operations and service quality
control.

Secondly, the development of auditing sectors
has contributed to administrative reform, building

of socialist rule of law and economic reform. In a

short period, the auditing service has established
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its role and effects on the administrative reform
and changes in economic managing mechanism.
The Government has paid full attention to the sys-
tem of auditing companies in Vietnam by creating a
legal infrastructure for their development and take
measures to beef them up.

Thirdly, operations of auditing companies are
well organized. The state auditing business has
made good progress. After the State Audit Law
came into effect in 2006, the state auditing service
has expanded its field of operations. Results of the
auditing service in recent years are not only limited
to thousands of billions of dong this service earned
for the budget income or cut from the budget expen-
diture. More importantly, the state auditing service
has helped its clients prevent negative practices,
losses, and wastes of money or assets; and employ
financial resources more effectively and economi-
cally. It has supplied comprehensive and exact in-
formation about financial management and employ-
ment of budget income by ministries, companies
and local authorities, along with its suggestions to
the Government, the NA and authorized bodies,
thereby helping them perfect the management
mechanisms and policies on various fields.

Independent auditing companies have developed
well in terms of their armies of auditors, service
quality and market shares. Besides supplying audit-
ing and advisory services, these companies played
important roles in giving training courses and
guidelines on implementation of financial and mon-
etary policies.

The internal auditing service, although small
and new, has come into being in some organizations
and proved useful. The internal audit has had its
own contribution to the internal management and
control, and helped detect and prevent timely viola-
tions of laws in some organizations. Skills of inter-
nal auditors have been improved and they could
perform their tasks more effectively.

Fourthly, relations between different auditing
sectors have taken shape. The state auditing and
independent auditing companies have cooperated in
auditing some state-owned companies and national
target programs. The state auditing sector has



played well its role in providing technical instruc-
tions and employing results of the internal audit. In
addition, Vietnam Accountants Association (VAA)
and Vietnam Association of Certified Public Auditor
(VACPA) have helped provide guidelines for their
members and develop good relations between audit-
ing sectors. '

2. Shortcomings in the auditing system

In spite of encouraging achievements gained by
auditing sectors, their organization and operations
reveal certain shortcomings that are as follows:

- The legal framework for organization and op-
eration of the auditing system has not been perfect
and uniform. Legal status of the state audit sector
and general state auditor is not ‘stipulated in the

Constitution as seen in foreign countries. Regula-.

tions on organization and operations of the state au-
dit sector imply certain contradictions. There is no
law about the independent guditing service (it is
now regulated by decrees of the Government, which
can’t establish a strict legal framework needed for
development of independent auditors, their reliabil-
ity and efforts to handle risks in this service. Regu-
lations on the internal audit are not effective and
sufficient enough to facilitate the development of
this service.

- Auditing techniques and methods, especially
processes, standards and regulations on service
quality applying to three auditing sectors, are not
consistent, which produce unfavorable effects on
the service quality. Application of IT to the auditing
service is limited.

- Organizational development of the three audit-
ing sectors doesn’t match requirements from reali-
ties. The state auditing sector has developed well in
terms of its personnel but its auditing skills are not
equal to assigned functions, duties and rights. Par-
ticularly, its regional branches responsible for au-
diting local budgets are still lacking. Number of in-
dependent auditing companies increases but their
competence is, in general, limited. The system of in-
ternal audit developed slowly and it has just come
into operation in major state-owned corporations
and commercial banks.

- In reality, the auditing service is limited in
terms of scope and quality. The state auditing sec-
tor concentrates on audits of financial statement
while conformity -assessment and performance au-
dits are not carried out regularly. Local independ-
ent auditing firms lack experience, competence and
competitiveness; and their service quality doesn’t
meet requirements from information users. The in-
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ternal audit in some state-owned corporations re-
veals shortcomings in its scope and expertise,
therefore it failed to establish its importance to in-
ternal control of the organization.

- Different auditing sectors failed to establish
close and systematic relations, and their mutual
support and interactions are very limited. The state
auditing sector, as the leading one of the system,
failed to organize auditing firms to support its activ-
ities, and encourage governmental bodies to de-
velop and direct their internal audits. Internal
auditing bodies in some state-owned corporations
operate on their own without cooperation with
other auditing sectors.

- The state control over the three auditing sec-
tors is not consistent; directions of their develop-
ment is not clear; unfair competition between
independent auditing firms is not prevented; man-
agement of internal auditing departments in orga-
nizations and governmental bodies is not strict. At
present, the Ministry of Finance is responsible for
controlling the independent auditing sectors but its
performance is not good enough and is usually lim-
ited to tasks of working out standards of independ-
ent auditing service and procedures for establishing
auditing firms, and holding exams and granting
certificate for auditors. Assessment of service qual-
ity of independent auditing firms is limited. The
role of the VAA in the building of cooperation and
career development of auditors is not well per-
formed.

3. Objective and view on future development of
the Vietnam’s auditing system up to 2020

In spite of important developments, operations
of the auditing system are still limited. Auditing au-
thorities should identify objectives and directions
for future development of the system and take com-
prehensive measures to achieve these objectives.
The overall objective of the development of the au-
diting system up to 2020 could be as follows:

“The auditing system must be developed into an
effective instrument for establishing, beefing up
and maintaining healthy monetary- financial rela-
tions during the period of industrialization and
modernization; and international integration, and
shaping the network of monetary and financial con-
trol from the inside of organizations in all economic
sectors.”

To achieve the objective, directions of develop-
ment of the auditing system must be based in the
following views:
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Firstly, the VCP lines and Vietnam’s laws on the
development of the auditing system must be ob-
served. Observing the law is the sufficient condition
for the auditing system to develop according to the
planned directions and become an indispensable in-
strument for financial supervision in the effort to
build a transparent and firm national finance.

Secondly, the auditing system must be developed
uniformly in which the state auditing sector must
be a strong instrument for the state control. Al-
though each auditing sector has its own relative in-
dependence, their operations, however, have effects
on one another, organizations being audited and the
whole economy.

Thirdly, development of the auditing system
must comply with the process of building the rule of
law and socialism-oriented market economy. In
each stage of development, the auditing system has
appropriate requirements in terms of organization,
targets for its operations, and ways of carrying out
audits.

Fourthly, the state control and role of associa-
tions of auditor must be beefed up. The state control
plays a very important role in the building of direc-
tions of development, law system and other precon-
ditions for the development of the auditing system.
Beefing up the state control over the auditing ser-
vice must aim at ensuring a sustainable develop-
ment for-all auditing sectors, thereby enhancing the
state economic- financial control.

Fifthly, the auditing service has both global and
national features due to development and manage-
ment levels of one country. Foreign experience, in-
ternational standards of auditing (such as INTOSAI
and IFAC), and local standards approved by the as-
sociation of auditors may serve as a basis for the na-
tional auditing standards that are appropriate to
international principles and practices. Meanwhile,
these standards must comply with the national
laws, economic mechanism and political regime.

4. Measures to develop the Vietnam’s auditing
~ system up to 2020

To enhance the role of the audit service in the
development of the market economy and the rule of
law in a socialist state, the Government, govern-
mental bodies, organizations and auditing firms
must carry out simultaneously the following mea-
sures:

(1) Perfecting the legal infrastructure of the au-
diting service: The service can only operate and de-
velop well on a basis of perfect and stable legal in-
frastructure. Thus, the decisive condition for the
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development of the auditing system is the building
of a stable legal infrastructure appropriate to the
economic — financial management and development
level of Vietnam, and international practices.

The state auditing sector must try to implement
the State Auditing Law; suggest necessary amend-
ments to make it more consistent. wnify regulations
on operation and organization of the state auditing
sector; and suggest adding the status of the state
auditing sector and general state auditors to the
Constitution when appropriate in order to ensure a
firm infrastructure for the sustainable development
of the state auditing sector.

As for the independent auditing sector, it needs
an Independent Auditing Law and regulations
about compulsory audits of certain economic con-
cerns. The law must establish responsibility for
providing auditors with necessary information and
fines for the supply of inexact information in order
to protect users of audited information and facili-
tate improvements in the auditing service.

There must be regulations on establishment, or-
ganization and operation of the internal auditing
sector; and the use of internal audit for economic
management. Necessary regulations on the internal
audit in governmental bodies and local govern-
ments should be worked out in order to control local
budgets and public assets.

(2) Beefing up the performance, identifying func-
tions and duties, and establishing relations be-
tween auditing sectors: Each sector must develop
their own human resource quantitatively and quali-
tatively by building strategies to train auditors in
international standards and practices. Training au-
ditors of international standards requires a na-
tional program and support from universities and
research institutes. Each sector should also perfect
standards of service quality, and auditing methods
and techniques; and apply scientific advances to
their services.

Although independent, their operations are in-
teractive: development of the independent and in-
ternal auditing sectors will ensure law enforcement
and transparent information about financial mat-
ters, which allows the state auditing sector to save
cost and improve its performance. Cooperation and
mutual support between these sectors can help im-
prove their performance and service quality, and al-
low them to employ audit reports and auditors from
any sectors in a cooperation mechanism.

(3) Making the auditing service appropriate to
reforms in public and corporate finance: The eco-
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nomic development and international integration
gives birth to entities that need to be audited, such
as budgetary plans, national programs, projects fi-
nanced by foreign aid, implementation of commit-
ments made by the Government, and building of na-
tional indicators based on international practices.
This reality forces the auditing service to reform in-
tensively and extensively, and diversify their ser-
vices. Many fields, such as stock exchange, invest-
ment projects, and control over public assets,
require financial, conformity assessment, and per-
formance audits. In addition, the auditing sectors,
especially the independent one, should improve and
diversify its advisory services to help prevent acci-
dental violations.

(4) Beefing up the control over quality of auditing
service: Auditing results and reports affect various
users, therefore the Government should beef up the
control over service quality by working out effective
measures to assess performance of auditors and
limiting unfair competition between auditors. Con-
trol over the internal auditing departments in bod-
ies implementing budget expenditure and employ-
ing public assets must be stricter.

Associations of auditors must provide auditors
with necessary instructions and guidelines, work
out training programs, hold exams and grant certif-
icates to qualified independent auditors. The associ-
ations should also take measures to supervise con-
formity to standards of work ethics and improve the
service quality.
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(5) Beefing up awareness of the auditing service:
The auditing service was introduced in the early
1990 and still new to most organizations. Dissemi-
nating knowledge of importance of this service
among organizations and the public as well is in-
strumental in developing the auditing service.

(6) Identifying functions and duties, and estab-
lishing relations between auditing sectors: This ef-

_fort can help improve performance of each auditing

sector and prevent waste of resources needed for
the whole system. Cooperation between the state
auditing sector with governmental and financial in-
spectors, especially in building the annual action
plans and exchanging the information, must be
beefed up in order to avoid overlap between sectors
in carrying out audits and handling auditing re-
sults. In addition, each auditing sector should em-
ploy effective results of financial inspections in
order to reduce costs and enhance the performance.

(7) Developing international cooperation in the
auditing service: With strong developments of in-
ternational auditing organizations, such as IFAC,
INTOSAI, and ASOSAI, Vietnam has joined, ex-
change of experience and skills is necessary and
easy, which provides local auditors with chances to
improve their performance and get access to mod-
ern methods and techniques. Each auditing sectors
with its own characteristics can find appropriate
ways to engage in international cooperation in or-
der to help the Vietnam’s auditing system meet in-
ternational standards.m
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