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3.1

There shall be a Standing Committee of the Court on Public Accounts.

3.2

Subject to paragraph 3.6, the Committee shall have –
(a) a Chairman elected by Tynwald,
(b) a Vice-Chairman elected by Tynwald,
(c) four other Members, who shall be Chairman of each of the Policy Review
Committees (ex officio) and the Chairman of the Committee on Constitutional
and Legal Affairs and Justice;
and a quorum of three.

3.3

Members of Tynwald shall not be eligible for membership of the Committee, if,
for the time being, they hold any of the following offices: President of Tynwald,
member of the Council of Ministers, member of the Treasury Department
referred to in section 1(2)(b) of the Government Departments Act 1987.

3.4

The Committee shall –
(a)

(i) consider any papers on public expenditure and estimates presented to
Tynwald as may seem fit to the Committee;
(ii) examine the form of any papers on public expenditure and estimates
presented to Tynwald as may seem fit to the Committee;
(iii) consider any financial matter relating to a Government Department or
statutory body as may seem fit to the Committee;
(iv) consider such matters as the Committee may think fit in order to
scrutinise the efficiency and effectiveness of the implementation of
Government policy; and
(v) lay an Annual Report before Tynwald at each October sitting and any
other reports as the Committee may think fit.

(b)

be authorised to require the attendance of Ministers for the purpose of
assisting the Committee in the consideration of its terms of reference.

(c)

be empowered to issue directions to Policy Review Committees under
Standing Order 5.6(3), provided that any direction so issued shall be
reported to Tynwald within a year.

(d)

be the Accounts Committee referred to in section 3 of the Tynwald Auditor
General Act 2011, with the relevant powers and responsibilities in relation
to the Tynwald Auditor General; and

(e)

be the Tynwald Public Accounts Committee referred to in section 3 of the
Tynwald Commissioner for Administration Act 2011, with the relevant
powers and responsibilities in relation to the Tynwald Commissioner for
Administration.

3.5

The Chairman, Vice-Chairman and any member of the Committee shall not sit
when the accounts of any body of which that person is a member are being
considered.

3.6

Should the need arise in relation to a particular matter, such as a conflict of
interest, Tynwald may elect an alternate member for the purpose and duration
of the Committee’s consideration of that matter. Subject to paragraph 3.5, a
conflicted member so replaced shall continue to serve as a member of the
Committee for all other purposes.

The powers, privileges and immunities relating to the work of a committee of Tynwald
include those conferred by the Tynwald Proceedings Act 1876, the Privileges of
Tynwald (Publications) Act 1973, the Tynwald Proceedings Act 1984 and by the
Standing Orders of Tynwald Court.
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To: The Hon Stephen C Rodan OBE MLC, President of Tynwald,
and the Hon Council and Keys in Tynwald assembled

STANDING COMMITTEE OF TYNWALD ON PUBLIC ACCOUNTS
Third Report for the Session 2020-21
Audit Advisory Division

I.

EXECUTIVE SUMMARY

1.

The role of the Audit Advisory Division (AAD) is a critical part of Government’s
risk and assurance framework, yet does not receive much, if any, obvious
scrutiny. In this report we have looked at the difficult tensions that exist in its
governance structure, look to a degree at what they have set out to do in their
Charter, and assess the adequacy of this and their performance.

2.

This Committee routinely receives copies of the executive summaries of all the
audits undertaken by the AAD. If these raise concerns, we sometimes follow up
with the relevant Department or may decide to undertake a Committee inquiry.
We were keen to understand how audit topics are identified and the process
followed. It appears to us that understanding and ownership of risk are not
mature concepts discussed at the highest levels of Isle of Man Government, and
there is scope for improvement here.

3.

We support the review of the AAD Charter, especially in light of the new
relationship that will emerge between this Committee, the Tynwald Auditor
General and the AAD, as well as providing a professional external view of the
relationship between the AAD and Treasury. We hope that our conclusions and
recommendations will contribute to the current reviews.
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II.

INTRODUCTION

4.

III.

The Audit Advisory Division play a key role in the financial governance framework
of Isle of Man Government. Among other things, they undertake a series of
internal audit reports across Government as well as the work that underpins the
Statement of Internal Control in the annual audited accounts or ’Dark Blue Book’.
They sit as a Division of Treasury, with the Director nominally reporting to the
Chief Financial Officer.

SCOPE OF INQUIRY

5.

The scrutiny role of the Tynwald Public Accounts Committee is set out in Tynwald
Standing Orders;1 in particular we:
(i) consider any papers on public expenditure and estimates presented to
Tynwald as may seem fit to the Committee;
(iv) consider such matters as the Committee may think fit in order to scrutinise
the efficiency and effectiveness of the implementation of Government policy; 2

6.

The work of the AAD is critical to the Statement of Internal Control in the annual
accounts, and provides assurance around risk and the design and operation of
controls; there is a significant degree of reliance placed on it by Treasury,
Departments and users of the accounts.

7.

As there is no other organisation within Government that can scrutinise the work
of the AAD without jeopardising its independence, the PAC have decided to take
evidence to:
 Review its place within the organisation, its independence, Charter and
governance.
 Understand the role of the division and how it assists wider government.
 Ascertain how the processes work that lead to the assurance given in the
Statement of Internal Control.
 Review the approach and assurance framework around Internal Audit
Reports.
 Review how the Division measures its performance.
 Look forward at how AAD will work with the Tynwald Auditor General and
the Public Accounts Committee.

1
2

Schedule to Tynwald Standing Orders para 3.4 (a) (i-v)
ibid para 3.4 (a) (iv)
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8.

IV.
9.

We were interested in the role of the division and how it assists wider
government, how risks are identified, assessed and reported on, how they assess
their own effectiveness, the relationship with this Committee and, at a time
when Tynwald was due to consider the introduction of an Auditor General, to
talk about the difference between the work of that external function and the role
of internal audit.

EVIDENCE
Before coming to give evidence Mr Hind supplied some background information
to assist us in understanding the role of the AAD more fully. These papers are
published in Appendices 1-8; he also provided a copy of the assurance level
framework which can be found in Appendix 9.

10. On 23rd September 2020 we took oral evidence from the Director of the AAD in
public and in January 2021 we met with him in private. The private meeting
allowed us to discuss AAD processes and methodologies with reference to
specific examples in the reports we had received which, being for internal use,
are not published.
11. In relation to the role of an Auditor General, we had also taken evidence on 27th
January 2020 from National Audit Office representatives Adrian Jenner, Director
of Parliamentary Relations, and Linda Mills, Parliamentary Relations Manager.3

V.

TERMS OF REFERENCE AND CHARTER

12. Mr Hind was invited to outline the role of the AAD and he explained that they:
provide a shared service to designated bodies, as designated under the Treasury
Act, in order to enable them to fulfil their statutory obligations under the Audit
Act, which requires them to maintain a system of internal audit … In addition,
the Division is also providing core support to the Treasury in relation to some of
its core responsibilities under the Treasury Act to supervise and control all the
financial activity across the Government portfolio. 4
13. He confirmed that the current Charter and Audit Standards published in 2011 5
are due to be renewed, a piece of work which was delayed due to Covid-19. The
draft of the new 2020 Charter6 was shared with us and Mr Hind confirmed that

3

https://www.tynwald.org.im/business/hansard/20002020/pacnao200127.pdf
Hansard 23 Sep 2020 Q1
5
Appendices 11 - 12
6
Appendix 2
4

3

the Division’s new mission and terms of reference are based on the 2016
standards7 of the Chartered Institute of Internal Auditors.8 These are the
International Standards for the Professional Practice of Internal Auditing
‘developed by the Global IIA and followed by all IIA members throughout the
world’.9
14. We asked how the new Charter would be approved and he confirmed that he
expects the Treasury Audit Consultative Committee, the Chief Financial Officer
and ultimately Treasury to do this.10
The relationship with Treasury and others.
15. Mr Hind highlighted that one point specifically included in the terms of reference
for the 2020 external quality assessment (EQA)11 review is to seek feedback on
how the reporting lines and governance framework for the AAD should work.12
16. Mr Hind explained that the current arrangements are that he has a ‘standard
internal audit relationship … with the Chief Financial Officer and the Treasury’;13
that is one where ‘the responsibility is usually to the accountable officer of the
organisation in which the internal audit function resides’.14 He confirmed that his
direct reporting line is to the Chief Financial Officer for audit issues and risk
issues, and to the Executive Director of Financial Governance in relation to
resourcing.15
17. We questioned whether this really was a standard internal audit arrangement,
suggesting it would be more usual for the head of internal audit to report to an
audit committee which would not be comprised of executives responsible for the
areas being audited.16 Mr Hind replied that, from speaking to colleagues in other
entities, he understood that ‘it is always the accountable officer who has the

7

‘Our Standards and Ethics | About Us | IIA’ https://www.iia.org.uk/about-us/our-standards-andethics accessed 16 February 2021
8
Hansard 23 Sep 2020 Q11
9
‘Pages - Standards and Guidance IPPF’ https://global.theiia.org/standardsguidance/Pages/Standards-and-Guidance-IPPF.aspx accessed 16 February 2021
10
Hansard 23 Sep 2020 Q20
11
Appendix 7
12
Hansard 23 Sep 2020 Q68
13
ibid Q68
14
ibid Q68
15
ibid Q73
16
ibid Q95
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audit plan, and the responsibility of the audit committee is to make sure that that
is covering off the generic risk of the organisation’.17
18. We asked about the relationship with the Treasury Audit Consultative
Committee which has statutory responsibilities under the Audit Act. Mr Hind
advised that he sits on the Committee ‘to advise the Chair of the Committee in
relation to the functioning of the Audit Act and its regulations’.18
19. Mr Hind explained that ‘generally a corporate model adopted into most public
sector environments is the introduction of an actual audit committee, and let’s
be clear that the Audit Consultative Committee is not an audit committee in the
standard sense of the meaning’.19 He went on to say that, although some parts
of Government, those more ‘aligned with corporate bodies in terms of the
delivery of their services’20 such as the Manx Utilities Authority, the Financial
Services Authority and Isle of Man Post Office,21 do have audit committees; for
Government Departments, the Minister is the Department, there is no
responsible board.22
20. We asked, in these circumstances, who would be considered to be ‘charged with
the governance of the entity’?23 Mr Hind replied that it is necessary to look at
‘who owns the management of Isle of Man Government risk’24 and that he would
see it as a ‘challenge on the statutory authority of the Department to deliver
those risks’.25
21. We suggested that it is the Treasury that has a statutory duty ‘to supervise and
control all matters relating to the financial affairs of the Government’,26 that it
does this through the Financial Regulations and best practice would be to have
‘an audit committee that is responsible for overseeing the governance of that
entire framework’.27

17

ibid Q98
ibid Q74
19
ibid Q77
20
ibid Q82
21
ibid Q78
22
ibid Q82
23
ibid Q84
24
ibid Q83
25
ibid Q86
26
Treasury Act 1985 s3 (1)(c)
27
ibid Q87
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Statement of Internal Control
22. The Statement of Internal Control is prepared by the Treasury in accordance with
the Accounts and Audit Regulations 2018 made under the Audit Act 2006. The
auditors report if the Statement of Internal Control is misleading or inconsistent
with other information they are aware of from their audit of the accounts. The
basis of this work is undertaken by the AAD.
23. Mr Hind advised that the internal audit advisory function has a role in relation to
risk management in general;28 Treasury powers relate to financial matters.29 He
explained that the Statement of Internal Control would be the ‘closest thing that
we have as a corporate statement in terms of bringing together all the
consolidated Government accounts’.30
24. Mr Hind agreed that within Government Departments there is no entity which
performs the functions of an audit committee.31 This belies a lack of
consideration of risk at any level above the Departmental Structures, which is not
adequate at an organisation level.
Value for Money
25. We asked why value for money, included in the 2011 mission statement,32 did
not appear in the 2020 draft mission.33 Mr Hind explained that this was
connected to ‘Treasury’s strategy and implementation of a centralised
procurement unit’34 and that the:
draft of the update is to very much align with the international standards and
what the standard mission is, which will incorporate elements of value for money
but as a part of our general risk profile and other risks that we would be looking
at in the delivery of any audit assignment.35
26. He went on to say that there had previously been an Audit and Value for Money
Committee,36 a Business Strategy Steering Group,37 both no longer active, and

28

ibid Q88
ibid Q87
30
ibid Q91
31
ibid Q98-99
32
Appendix 11
33
Appendix 2
34
ibid Q12
35
ibid Q12
36
ibid Q20
37
ibid Q13
29
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initiatives such as the SAVE Programme,38 which had looked at value for money
savings across Government,39 and that following the 2011 review of Financial
Regulations:
one of the three core financial values for all officers in Government, and
particularly accountable officers and budget holders, was value for money and
to be striving, in everything they are doing, to achieve that.40
27. We asked whether Mr Hind would agree that ‘it takes particular training to be
able to understand that concept, to be able to deliver proper value for money
improvements rather than just reductions in expenditure’,41 and whether his
experience of budget holders is that they have that capability.42
28. Mr Hind confirmed that he thought they would.43 We asked whether there is any
oversight of this and Mr Hind advised that Treasury does this during the annual
budget process, including the review of business cases relating to requests for
new expenditure44 and that he:
would fully expect every budget holder to be reviewing how they are delivering
their services and how they would structure those services to make them more
effective and make them more efficient, and part of that is obviously linked into
the budgetary process.45
29. We noted that this appears to be a framework without ‘any break point where
someone external is going to come in and assess whether … training is actually
effectively providing value for money, understanding and service delivery’.46
We conclude that the level of oversight regarding value for money assessment
is insufficient because there is no evidence that the value for money of
particular services is being reviewed, there is no benchmarking to assess
whether our public services deliver more or less than elsewhere and how costs

38

‘Isle of Man Government - Save Challenge’ https://www.gov.im/about-the-government/council-ofministers/the-council-of-ministers/save-programme/save-challenge/16 February 2021.
39
ibid Q13
40
ibid Q16
41
ibid Q28
42
ibid Q32
43
ibid Q32
44
ibid Q17
45
ibid Q33
46
ibid Q30
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compare. However, we are confident that now the Tynwald Auditor General Act
is in force47 that function will undertake this review work in the future.

VI.

INTERNAL AUDIT REPORTS

30. For many years, the Public Accounts Committee has routinely received the
executive summaries of all Isle of Man Government Audit Advisory Division
Internal Audit reports.48 These reports are produced by the AAD in line with the
purpose set out in their 2011 Government Internal Audit Standards, namely that
for Isle of Man Government they are required to:
provide the Accounting Officer, in an economical, efficient and timely manner,
with an objective evaluation of, and opinion on, the overall adequacy and
effectiveness of the organisation’s framework of governance, risk management
and control.49
31. When AAD undertake a review of a particular area of Government they produce
a report which includes a recommended action plan, drawn up in consultation
with the Department. An example report can be found in Appendix 13. We would
like to thank the Department of Home Affairs who agreed to our publishing this
internal report about Isle of Man Constabulary Training and Development.
32. We asked Mr Hind to give an overview of AAD. He advised that the division
comprises two teams: a larger team responsible primarily for internal audit, with
a smaller team focusing on financial governance matters including anti-fraud
strategy.50 For 2020-21 the division has a budget of £767,000 with an expected
income of £82,000, a net total of £685,000.51
33. We note that the standards referred to in the draft terms of reference and
charter mention ‘evaluation of effectiveness and efficiency in relation to risk
management and maintaining effective controls’.52 We asked how the AAD
would deliver this.
34. Mr Hind confirmed that:
the effectiveness and efficiency of risk management … is absolutely a core role
of the audit assignments that the Division is delivering. As part of our review on

47

Tynwald Auditor General Act 2011 AT 12 2011; SD 2020/0590 16 December 2020
A list of reports considered each year is included in the Public Accounts Committee Annual Report.
49
Appendix 12
50
ibid Q4
51
GD 2020/001 Budget 2020 – A Budget of Focus
52
ibid Q18
48
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risks, we are looking at the effectiveness and the efficiency of those controls and
that control framework which is there to manage the risk of the delivery of an
area’s objectives53
Work Planning
35. We asked how the work of the division is planned and to what extent strategic
risks to Government are considered.54 Mr Hind confirmed that a risk-based
approach is taken and that, while some risk management methodologies may
appear to assess this numerically, it is ultimately a ‘subjective assessment in most
instances … it comes down to me and my team sitting down and saying “In this
particular area of Government what do we think are the key specific risks
operationally?”’55
36. We had observed that some of the audit reports we had seen appeared to relate
to areas where the budget was a small portion of that for the Department or
Government as a whole, an example being audits in individual schools where
delegated financial management was in place.56 Mr Hind confirmed budget was
a factor but that other risks were also considered, for example:
something like DBS checks, security checks on individual members of staff, as a
budgetary sum would be fairly small, but as a risk to Government and
particularly to vulnerable people it is a very significant risk in terms of how that
has been managing procedures.57
37. We noted that a high proportion of reviews appeared to relate to items which
would be part of the general revenue account and so asked whether testing and
assurance was taking place around assets and liabilities. He advised that the key
assurance in that regard would come from the external audit and that AAD would
aim not to double up.58
We conclude that the divisional plan of audits to be undertaken does not appear
to take sufficient account of financial risk, and that information about the risk
profile for each audit is not included in subsequent reporting; this can make it
difficult to understand why a particular audit is being undertaken.

53

ibid Q18
ibid Q35
55
ibid Q35
56
ibid Q36
57
ibid Q38
58
ibid Q39
54
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Recommendation 1
That the forward work plan for the Audit Advisory Division, and subsequent
audit reports, should include information about the risk profile.
Audit Methodology
38. We asked Mr Hind to outline the process which would usually be followed when
undertaking an audit. He explained that a risk map would be produced; this is a
‘list of high-level risks and controls that we have assessed as being associated
with that area and the service being delivered and the objectives related to that
service’.59 This is used when discussing the scope of the audit with the
Department.
39. A testing strategy is identified for each of the control areas and the testing work
is undertaken. In the 2018-19 AAD Annual report it explains:
There are 4 standard objectives, which are derived from the COSO60 model, that
provide a standard model for the assessment of systems, [and are] considered
for each audit …:
1. Standards, objectives and related risks are properly defined, communicated
and managed.
2. Operational controls are adequate, effective and reliable.
3. Managerial and supervisory controls provide effective monitoring.
4. Management information and reporting mechanisms are adequate, effective
and reliable.61
40. The Division’s published standards62 state that they are based on the
International Standards for the Professional Practice of Internal Auditing63 but
we note that these are not specifically referenced in the audit reports that the
Division produces for Departments. We asked whether the audits and reporting
are conducted in accordance with the Standards. Mr Hind commented:

59

ibid Q47
Committee of Sponsoring Organisations a joint initiative of five private sector organizations,
established in the United States, dedicated to providing thought leadership to executive management
and governance entities on critical aspects of organizational governance.
61
Appendix 4
62
Appendix 12 https://www.gov.im/media/339256/internal_audit_standards_apr_2011.pdf ;
63
Appendix 10 https://global.theiia.org/standards-guidance/mandatoryguidance/Pages/Standards.aspx
60
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I would hope it is that they are done in compliance with the audit standards. They
are absolutely core to everything that we are doing and the operational
procedures that we have in place. My understanding of that comment is that
that is actually an optional issue to put into an audit report and it is more of an
issue to state if you are not complying with the internal audit standards in the
delivery of a report.64
41. We were reassured that standards are core; we think it is essential that the AAD
are working to a recognised audit standard and that it would improve
transparency and confidence if this information were to be clearly stated in all
future reports.
42. A draft report is produced and for each test where issues are identified ‘we try
to structure our reports in relation to: this is the issue, this is the risk arising and
hence this is the, hopefully logical, conclusion in terms of the recommendation
that we are making’.65
43. The draft is discussed with the Department to ensure that all of the issues are
understood and there is no additional evidence to be added; where necessary
amendments for correction or clarification will be made.66
Assurance Framework
44. A completed audit report is assigned an overall level of assurance which is based
on the number and classification of recommendations made.67
Recommendations are classified from most to least concerning, as either
fundamental, significant, or merits attention.
45. The current assurance levels are as follows:

64

ibid Q7
ibid Q47
66
ibid Q47
67
ibid Q53
65
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68

46. The recommendations to assurance framework is:

69

68
69

Appendix 4
Appendix 9
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47. Mr Hind explained, when we discussed this privately, in order to look at specific
examples, that the framework is a guide and, particularly in borderline cases,
there will be a discussion before the final assurance level is given.
48. We were surprised that in the 2018-19 Audit Advisory Annual Report that no
audits in 2016-17, 2017-18 or 2018-19 had been given an unacceptable
assurance rating; and in 2018-19 only one recommendation was assessed as
being fundamental.70 In March 2019, we had received a summary of all
recommendations recorded since April 2015 and noted that no fundamental
recommendations had been made in this period.
49. In one report we reviewed there was one fundamental recommendation, no
controls were adequately designed and none were operating as designed, and
yet according to the framework this would be given a limited assurance. We
asked Mr Hind how, when nothing was designed or being operated correctly, the
assurance could be anything but unacceptable. Mr Hind agreed that the
assurance level for this report could have been unacceptable and that this had
been a source of professional discussion within the Division.
50. We also asked whether there was any weighting in the ratings which allowed for
the degree of importance of the individual risks to be factored in. Mr Hind
explained that ‘not all controls are equal in terms of the management of a risk’.71
When discussing specific examples, in private, he explained that he did not feel
that there was an appropriate level of risk management maturity within
Government to introduce a rating of the severity of risks at this time, but that it
is an aspiration.
We conclude that where all of the controls are assessed as not being designed
correctly, or not operating correctly, or both, it is not helpful to give any
indication of positive assurance; to do so may mean the Department fails to
afford the recommended actions a sufficient priority.
Follow Ups
51. Once a report has been shared with the Department and finalised we asked what
happens about tracking whether recommended actions have been completed.
Mr Hind explained that there is a register of all recommendations and that these
are followed up after the agreed implementation date. Management
confirmation of closure is accepted for those which were classified as merits

70
71

Appendix 4
ibid Q54
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attention, and a follow-up visit takes place to review those which were classified
as significant or fundamental.72
52. He also advised that, after a period of three years plus the current year,
recommendations which have not been completed are ‘written out’ of the
follow- up process. He explained that a final closure report is requested from the
Department to assess what is still outstanding;73 that, if a significant number of
recommendations remain, a fresh audit would be considered;74 and that,
although a further audit may not be done immediately, it would be added back
into the list of possible audits.75
53. He went on to say that:
The risks are still there … The management of the risk is never Audit Advisory’s.
The management of the risk is always the Department’s and the service delivery
agent’s. The risk is not written off, the recommendation is not written off; it is
down to the manager of the area responsible to take into account that they have
got this outstanding recommendation and, if need be, still take appropriate risk
action.76
54. We asked about the escalation process within Departments and to Treasury. Mr
Hind confirmed that the risks are ultimately the responsibility of the Accountable
Officer and that he was not aware that the escalation process written in to both
the 201177 and 202078 terms of reference had ever been used.79
55. There is scope for constitutional argument about who the ultimate owners of risk
are within the Isle of Man Government. Whilst this is co-ordinated through
Treasury, we believe that the Council of Ministers should ultimately be aware of
the strategic risks to the organisation and should hold Departmental Ministers to
account for risk in their Departments. As per the Chartered Governance
Institute’s terms of reference for risk committees, which are ‘based on best
practice as carried out in some of the UK’s largest listed companies’ we
recommend that a quarterly report is prepared.80

72

ibid Q58
ibid Q 61
74
ibid Q58
75
ibid Q60
76
ibid Q59
77
Appendix 11
78
Appendix 2
79
ibid Q65
80
Terms of reference for the risk committee https://www.icsa.org.uk/knowledge/resources/terms-ofreference-risk-committee accessed 26 March 2021
73
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We conclude that because the current audit process treats all identified risks as
equal, the current follow up and escalation processes are insufficient.
Significant risks to service delivery/staff/the public or Government’s reputation
could be ignored and the lack of executive oversight of the highest risks is both
a concern and a missed opportunity.
We have considered audit approaches to this problem, and believe that
previous experience, assessment of competency, frequency of transaction,
quality of evidence and other controls should be considered in assessing the
reputation, service delivery and financial impact which should be weighed up
alongside the probability, into a high/medium/low category of risk.
Recommendation 2
That risks should be assigned an overall risk rating of high, medium or low in
line with the classification used in the Statement of Internal Control which
reflects the likely impact on service delivery/staff/the public or Government’s
reputation should recommendations not be completed.
Recommendation 3
That Council of Ministers should receive a quarterly report detailing all high
risks, where a fundamental or significant audit recommendation is made, to
include recommended corrective actions, the anticipated resolution date and
an update from the responsible Accountable Officer if this date has been
breached.

VII.

STATEMENT OF INTERNAL CONTROL

56. One of the roles of the AAD is to report to Treasury on the annual Statement of
Internal Control. This report is compiled from the responses to self-review
assurance certificates81 completed by each Department. The management
assurance statement areas asked about include business continuity,
performance management, finance, procurement, information management,
value for money, human resources, change management, health and safety,
environment and general corporate governance.
57. For each risk area the Department is asked to answer questions about the
controls they have in place and then to assess what the risk would be to the
Department if these failed. We observed that some Departments did not think
that a failure of controls would be a high risk in any area, so failure of their
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controls would never cause ‘a serious and unacceptable impact upon service
delivery/staff/the public/the Government’s reputation’.82 This led us to question
to what extent the assessment process was fully understood.
58. We asked Mr Hind for his view on the extent to which Departments’ risk
perception is realistic. He replied that the responses were subjective and that his
view was that ‘risk and the management of risk is absolutely a key skill for the
delivery of services, and yes, I think an awareness and a review of training in that
area would probably be warranted’83 and that he may highlight this to the
Department but would not necessarily deliver that training.84
We conclude that self-assessment, without some form of moderation, is too
subjective to be an effective process to use if the Statement of Internal Control
is to be relied upon.
Recommendation 4
That a standard risk management framework is adopted for use across Isle of
Man Government Departments, Boards and Offices and that training in how it
is applied to the assessment of risk is delivered to all officers who are required
to undertake that work as part of their role.

VIII.

HOW THE DIVISION’S PERFORMANCE IS ASSESSED

59. Noting that the Division has an annual service delivery plan85 we asked how the
Division’s performance is assessed. Mr Hind advised that there is a quarterly
performance review with the Chief Financial Officer86 and that, as part of the
Statement of Internal Control there is an annual report from the Division.
60. We note that while this may confirm that the Division has undertaken planned
work, it does not provide any assurance about efficacy.
61. We asked about external reviews of the Division; the most recent having been
undertaken in 2015, just prior to Mr Hind’s appointment as Director. We had
noted that the report was not complimentary but also did not appear to be very
thorough.87 Mr Hind agreed that he would expect an external quality assessment
(EQA) to reference the International Standards for the Professional Practice of
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Internal Auditing.88 He provided a copy of the terms of reference for a 2020
review89 which we note requires an EQA review in accordance with IIA Standards
and best practice.

IX.

OTHER WORK: APPEALS AND FINANCIAL REGULATIONS

62. We asked about some of the work the AAD undertake which would not be
viewed as assurance work, including the drafting of the Isle of Man Government
Financial Regulations and undertaking procurement appeals. We asked how
conflict of interest is avoided and to what extent assurance is possible when it
becomes involved in tasks such as these which would be considered operational.
63. Mr Hind explained that the AAD are operationally independent of the
procurement process, which is why they are able to undertake appeals, but this
does mean that they are not able to provide independent assurance as to the
efficacy of the appeals process.90 Similarly he would not expect the AAD to
provide an independent assurance with respect to the Financial Regulations,
although he explained ‘I do not make the Financial Regulations, I review them
and suggest amendments to them, and they are always Treasury-approved
Financial Regulations’.91
We conclude that the absence of the independent oversight of an audit
committee places the Audit Advisory Division at risk of criticism regarding how
their work is prioritised; we also have concerns about how some of the
operational roles the division fulfills may affect the perception of independence.
We are pleased that the governance framework is due to be reviewed as part of
the External Quality Assessment.
Relationship with the Public Accounts Committee
64. Another area where the operation of the Audit Advisory Division differs from
traditional organisations is in its relationship with this Committee. Mr Hind
explained that although this is a longstanding arrangement which has some
benefits it can place a strain on how informal the advisory part of the division’s
role is perceived to be; although his reports are not published, Departments can
take the view that he is ‘effectively reporting to a political scrutiny committee in
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relation to their performance or, as we discussed previously, risks and
management thereof’.92
65. This way of working arose because the Public Accounts Committee did not have
access to a supreme audit institution from which to receive reports, which would
be published. As the process of appointing one is now beginning, it is anticipated
that aspects of the relationship will change in the future.
Future Relationship with the Tynwald Auditor General
66. Mr Hind helpfully provided us with a comparison of the current functions of the
Isle of Man Government contracted external audit provision and the AAD, and
then a summary of what would change were an Auditor General to be
appointed.93
67. We asked how this might work in practice and whether he anticipated a two way
dialogue. Mr Hind confirmed that he expected the same sort of informal
relationship he has with the external auditors; he expects to send the TAG copies
of AAD reports which will avoid any duplication of effort where the same areas
are under review.94
68. Mr Hind suggested that his current relationship with this Committee may alter;
that in the past this political oversight had sometimes made it ‘difficult to build
trust with some of the entities I am auditing’.95 However he explained that this
had been managed as Departments are aware of the relationship, it is
transparent,96 and ultimately the AAD reports are not public documents.97
69. He went on to say that it had been a helpful relationship in situations ‘where
there is actual full complacency in terms of the management of the risk and a
lack of response in terms of the management of that risk’.98
70. We asked Mr Hind for his views about the value for money role of the TAG. Mr
Hind thought it likely that there would be a greater impact than the AAD is able
to have but he was unsure whether it would be greater than the impact of other
work, for example by the specialists employed by SAVE team.99
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71. In this regard we note the Tynwald resolution of 18 November 2020 that ‘the
Tynwald Auditor General function be targeted to identify savings in excess of its
costs after three years of operation’.100
We conclude that the appointment of a Tynwald Auditor General will change
the way in which this Committee works with the Audit Advisory Division and we
look forward to developing the new processes in the coming months.

X.

SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS
We conclude that the level of oversight regarding value for money assessment
is insufficient because there is no evidence that the value for money of
particular services is being reviewed, there is no benchmarking to assess
whether our public services deliver more or less than elsewhere and how costs
compare. However, we are confident that now the Tynwald Auditor General Act
is in force101 that function will undertake this review work in the future.
We conclude that the divisional plan of audits to be undertaken does not appear
to take sufficient account of financial risk, and that information about the risk
profile for each audit is not included in subsequent reporting; this can make it
difficult to understand why a particular audit is being undertaken.
Recommendation 1
That the forward work plan for the Audit Advisory Division, and subsequent
audit reports, should include information about the risk profile.
We conclude that where all of the controls are assessed as not being designed
correctly, or not operating correctly, or both, it is not helpful to give any
indication of positive assurance; to do so may mean the Department fails to
afford the recommended actions a sufficient priority.
We conclude that because the current audit process treats all identified risks as
equal, the current follow up and escalation processes are insufficient.
Significant risks to service delivery/staff/the public or Government’s reputation
could be ignored and the lack of executive oversight of the highest risks is both
a concern and a missed opportunity.
We have considered audit approaches to this problem, and believe that
previous experience, assessment of competency, frequency of transaction,
quality of evidence and other controls should be considered in assessing the
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reputation, service delivery and financial impact which should be weighed up
alongside the probability, into a high/medium/low category of risk.
Recommendation 2
That risks should be assigned an overall risk rating of high, medium or low in
line with the classification used in the Statement of Internal Control which
reflects the likely impact on service delivery/staff/the public or Government’s
reputation should recommendations not be completed.
Recommendation 3
That Council of Ministers should receive a quarterly report detailing all high
risks, where a fundamental or significant audit recommendation is made, to
include recommended corrective actions, the anticipated resolution date and
an update from the responsible Accountable Officer if this date has been
breached.
We conclude that self-assessment, without some form of moderation, is too
subjective to be an effective process to use if the Statement of Internal Control
is to be relied upon.
Recommendation 4
That a standard risk management framework is adopted for use across Isle of
Man Government Departments, Boards and Offices and that training in how it
is applied to the assessment of risk is delivered to all officers who are required
to undertake that work as part of their role.
We conclude that the absence of the independent oversight of an audit
committee places the Audit Advisory Division at risk of criticism regarding how
their work is prioritised; we also have concerns about how some of the
operational roles the division fulfills may affect the perception of independence.
We are pleased that the governance framework is due to be reviewed as part of
the External Quality Assessment.
We conclude that the appointment of a Tynwald Auditor General will change
the way in which this Committee works with the Audit Advisory Division and we
look forward to developing the new processes in the coming months.
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Standing Committee of Tynwald on
Public Accounts
Audit Advisory Division
The Committee sat in public at 2.30 p.m.
in the Legislative Council Chamber,
Legislative Buildings, Douglas
[MR SPEAKER in the Chair]

Procedural

5

The Chairman (Mr Speaker): Good afternoon and welcome to this public meeting of the Public
Accounts Committee. I am Juan Watterson, Speaker of the House of Keys, Chairman of the
Committee. With me are Mr Laurie Hooper MHK, Vice-Chairman, Mrs Clare Barber MHK and
Mrs Jane Poole-Wilson MLC; unfortunately, Mr Robertshaw and Ms Edge are not able to join us
today.
The topic today is the role of the Isle of Man Government’s Audit Advisory Division, and we
also hope to touch on how this differs from the work of an Auditor General. We have invited
Stephen Hind, the Director of that Division, to join us today.

EVIDENCE OF
Mr Stephen Hind, Director,
Audit Advisory Division

10

15

20

Q1. The Chairman: We welcome you, Mr Hind. Perhaps you could tell us a little bit about your
role and the work that your Division does.
Mr Hind: Yes, good afternoon, and thank you for inviting me to give evidence. I have been
Director of Audit Advisory since 2015.
In terms of a summary of what the Audit Advisory Division is set up to do, bringing it back to
core statute we basically provide a shared service to designated bodies, as designated under the
Treasury Act, in order to enable them to fulfil their statutory obligations under the Audit Act,
which requires them to maintain a system of internal audit. We effectively provide a shared
service to those designated bodies in relation to that statutory responsibility. In addition, the
Division is also providing core support to the Treasury in relation to some of its core
responsibilities under the Treasury Act to supervise and control all the financial activity across the
Government portfolio.
Q2. The Chairman: How well do you think Audit Advisory Division works? How do you assess
your own performance?

25

Mr Hind: I think inevitably the answer is ‘good, but could be improved’. As other parts of
Government know, ‘Who watches the watchman?’ is often a question. Part of good practice in
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internal audit is to actually commission an external review, completely independent in terms of
how well the quality aspect of the Division is performing in terms of international standards on
internal auditing.
Q3. The Chairman: I am conscious that you produce a service delivery plan every year – and
you have provided us with a copy of that – so you do regularly assess yourself against your own
plan to see how well you did?

35

50

Mr Hind: Yes, absolutely. Obviously as a Division we do put together a service delivery plan. A
core part of that is an audit programme in terms of planned work that we are hoping to deliver in
the year.
As part of my management of the Division I will have monthly meetings with my management
team. I also have a quarterly review with the Chief Financial Officer in relation to the performance
of the Division itself.
Those bodies where we have a service level agreement and recharge for services … We actually
have two service level agreements in place in relation to the non-revenue-funded Statutory
Boards, Manx Utilities and Isle of Man Post. Part of that is an annual report to those audit
committees in those bodies. We have quarterly review meetings with the audit committees in
those bodies.
I guess the whole review of our performance culminates in relation to an annual report that I
produce primarily as a part of the Statement on Internal Control or the support of that process.
The Statement on Internal Control is ultimately published within the Government Financial
Statements and is subject to external audit with the external auditors.

55

Q4. The Chairman: The last external review you sent a copy of was 2015. From what we have
seen, that was quite a brief document. It was not massively complimentary, but this was at about
the time you were starting as Chief Internal Auditor. Have there been significant changes since
that last external assessment?
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Mr Hind: Yes. As the phrase goes, ‘a new broom …’ I certainly made some changes in terms of
how the Division was structured. I effectively introduced a structure which is split into two teams,
not equal teams in terms of numbers of staffing: one part to focus primarily on internal audit
assignments and another, the smaller part of the team, to deliver more financial governance
assurance and start working up and responding in relation to anti-fraud strategy and aspects like
that. That, I think, has changed some of the structure.
Some of the criticism in that 2015 report – it was literally just prior to my appointment – was
on some of the reporting lines in terms of the Division, and certainly I think that restructure
addressed those issues in particular.
Q5. The Chairman: I am not sure whether that report … It was not clear whether it was done
in terms of assessing compliance with the Institute of Internal Auditors’ standards. It seemed to
be a pretty generic report about what you did and how you did it, rather than looking at
compliance with the standards. The 2011 standards document does state that you work to the
International Standards for the Professional Practice of Internal Auditing, but that 2015 report
does not seem to reference those at all. Was it a different style of review?
Mr Hind: It was commissioned, as I said, just prior to my appointment, so I am not entirely
familiar with the scope of what was actually commissioned in terms of that, but you are right, a
standard EQA, as we would call it – external quality assessment – would be referenced back to
compliance with those standards.
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Q6. The Chairman: And in terms of the terms of reference for the next assessment, that is
specifically referenced in there, that it is an external quality assessment review, so it will look at
the files that you have produced and see whether they are compliant with the standards?
Mr Hind: Yes. Certainly my understanding is part of the scope, having seen some of the working
papers in relation to that 2015 review, was absolutely looking at the review of files and compliance
with our own internal standard in terms of that. I have certainly seen papers in relation to, for
example, management reviews not being signed off appropriately, or some such.
Q7. The Chairman: In terms of the International Standards for the Professional Practice of
Internal Auditing, those technical standards are not referred to in your reports. They are normally
in internal audit reports. I understood that internal audit was done in compliance with these
standards. It is often a part of advice just to say how the audit work has been done, in what sort
of framework, and the internal audit reports do not actually reference that they are done in
compliance. Is it that they are not done in compliance with these audit standards, or is it just that
you do not say that they are?
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Mr Hind: I would hope it is that they are done in compliance with the audit standards. They
are absolutely core to everything that we are doing and the operational procedures that we have
in place. My understanding of that comment is that that is actually an optional issue to put into
an audit report and it is more of an issue to state if you are not complying with the internal audit
standards in the delivery of a report. That is my … in terms of the individual audit assignments,
absolutely.
Q8. The Chairman: You also mentioned in your assessment the Statement on Internal Control
and the report that you produce to inform the Chief Financial Officer when he expresses his
opinion in the Financial Statements about the adequacy of internal controls and the framework.
The report that you do, of which again, kindly, you have sent us a copy – it is the Isle of Man
Government Risk Review SRQ Analysis – is a document that is ‘internal use only’ and restricted.
Do you think there would be advantages in publishing that report? Are there any negative
implications for doing so?
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Mr Hind: Reviewing some of the generic information, or the general information, absolutely
there are no issues in that being published. I think I would have concern in terms of maybe specific
risks that have been identified, because it is very much based on questionnaires that are
submitted electronically from senior managers across all operational areas of Government
reviewed by their accountable officers. As part of that we absolutely request them to identify any
key risks that they currently see as being faced by their operational area.
I guess I have a natural caution of publishing vulnerabilities into the broader public, not least
because obviously I have a risk aversion to exposing Government and some of Government’s
vulnerabilities in terms of what would be basically a global audience if that was published.

120

Q9. The Chairman: The expectation, though, would be once it is identified they are doing
something about it.
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Mr Hind: I would prefer to do a retrospective publication once I had assurance that they were
doing something about it.
Q10. The Chairman: I note the one that we have in front of us is the 2018-19 one, which is
presumably the latest. The one regarding the 2019-20 year will be, presumably, in an advanced
stage now, on the basis that –
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Mr Hind: It is, in terms of the self-review and assurance certificates. They have all been
completed in terms of, let’s say, electronic process. Obviously there is a key part of analysis that
we do, as you can see, as part of that Statement on Internal Control. Our analysis is not complete
in terms of any issues that might be coming out of that and feeding into future risk assurance work
as well.

135

The Chairman: Okay. We will move on and look at the terms of reference and the charter and
the new mission. If I can hand over at this point to Mrs Poole-Wilson.

140

Q11. Mrs Poole-Wilson: Yes, thank you.
We asked you in advance about a possible update to the published 2011 terms of reference
and charter and internal audit standards, and you have sent us a 2020 draft of the charter, for
which we thank you. We can see in that draft charter that the Division’s new mission is now the
same as the Chartered Institute of Internal Auditors’, so is your new terms of reference and
charter based on their standards which were updated in 2016?
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Mr Hind: Yes.
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Q12. Mrs Poole-Wilson: It is, okay. And before, in the 2011 terms of reference, value for money
was specifically mentioned as part of the Division’s mission but it does not feature anymore in the
terms of the new mission. Can you tell us why that has been omitted?
Mr Hind: Yes. I think prior to my appointment the Division’s approach to value for money
reviews … At that point there was a Treasury committee, which was the Audit and Value for Money
Committee. Because of restructuring in Treasury and the rest of Government, that committee
basically disbanded and reformed into what is now the Treasury Audit Consultative Committee,
which takes on an element of the statutory responsibilities under the Audit Act to have a
consultative committee in relation to regulations and advice under that piece of legislation. The
value for money aspect of that was coinciding in particular with Treasury’s strategy and
implementation of a centralised procurement unit. Prior to that point, procurement was devolved
very much across the Government portfolio. There was a move to centralise both policymaking
and the delivery of Government procurement at that point, or prior to that point. Certainly my
draft of the update is to very much align with the international standards and what the standard
mission is, which will incorporate elements of value for money but as a part of our general risk
profile and other risks that we would be looking at in the delivery of any audit assignment.

165

Q13. Mrs Poole-Wilson: Okay, so if I have understood that correctly, the reason value for
money has come out, or that restructuring, is because of the focus on a centralised
procurement –?
170

175

Mr Hind: That was part of it, and there were also other, broader, things like Government itself
was taking a more focused view in delivery of savings etc. There was a Business Strategy Steering
Group, which was a central group reviewing cost savings across Government. Subsequent to that
point and obviously my appointment, and prior to the drafting of the new terms of reference,
obviously there have been several other significant initiatives across Government in terms of
reviewing value for money in terms of the SAVE scheme and the SAVE initiative etc.
Q14. Mrs Poole-Wilson: Again, if I have understood correctly, you have mentioned a Business
Strategy Steering Group – does that exist any longer?
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Mr Hind: No, I do not think so.
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Q15. Mrs Poole-Wilson: Okay, and you have mentioned the SAVE initiative – is that still …?
Mr Hind: My understanding is that is due to report back in 2021 to Tynwald, I think.
185

Q16. Mrs Poole-Wilson: Are there any other value for money mechanisms or initiatives?

190

Mr Hind: In terms of core value for money and responsibilities, it is absolutely the core
responsibility of accountable officers and budget holders across the Government portfolio.
One of the other things that happened subsequent to the 2011 terms of reference was quite a
fundamental review of the Financial Regulations. The opportunity was taken to make it very clear
that one of the three core financial values for all officers in Government, and particularly
accountable officers and budget holders, was value for money and to be striving, in everything
they are doing, to achieve that.

195

Q17. Mrs Poole-Wilson: So the expectation is that accountable officers and all across
Government will be striving for value for money, but where is the oversight of the effectiveness
of that?
200
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Mr Hind: There is a core part, obviously, in terms of an annual review and budget review in
Treasury. That is an annual process, as part of the budget processes, to be challenging
Government budgets, revenue budgets and capital budgets, reviewing business cases for new
services, challenging the value for money in terms of new services being proposed and delivered.
So I think there always has been a core responsibility in terms of Treasury, and in terms of
delivering economies I think it is referred to in the Treasury Act.
Q18. Mrs Poole-Wilson: In the International Professional Practice Framework (IPPF) standards,
although they do not mention value for money specifically they mention evaluation of
effectiveness and efficiency in relation to risk management and maintaining effective controls. I
think you have been clear with us that you will be operating to those standards even with a new
terms of reference, so where would you see the Division’s input, particularly when it comes to
effectiveness and efficiency?
Mr Hind: The primary role of the audit side of Internal Audit is reviewing internal control
systems, looking at the risks in relation to the delivery of a service, the controls in place to manage
those risks. A part of that obviously is how effective that is in the management of risk – and you
referred to that being a key objective, the effectiveness and efficiency of risk management. That
is absolutely a core role of the audit assignments that the Division is delivering. As part of our
review on risks, we are looking at the effectiveness and the efficiency of those controls and that
control framework which is there to manage the risk of the delivery of an area’s objectives in any
part of the …
Mrs Poole-Wilson: Okay, thank you.

225

Q19. The Chairman: So, in terms of your expectation, the resources for value for money within
Government are within Treasury, the SAVE Committee and as part of the annual Budget process?
Mr Hind: Yes.

230

The Chairman: Mrs Barber.

__________________________________________________________________
7 PAC-AAD/19-20
33

STANDING COMMITTEE, WEDNESDAY, 23rd SEPTEMBER 2020
Q20. Mrs Barber: I just wondered if you could give us a bit more detail around the approval
processes when you are reviewing the mission, terms of reference charter, etc. What is the
reporting line for you to seek approval to any changes for that?
235
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Mr Hind: Currently I would say the standing reference is still making reference to the Audit and
Value for Money Committee. I think my internal process now would be via the Audit Consultative
Committee, which is a Treasury committee, and the Chief Financial Officer, who is a core part of
my line reporting, and ultimately to Treasury in terms of who my ultimate responsibility is for. As
we said, though – I do not know if you noted in the proposed terms of reference for the next
external quality assessment – the Chief Financial Officer and I agreed to broaden the standard
scope of what would be undertaken in terms of just compliance on quality assurance with
international standards on internal auditing, and really we are looking for some independent,
objective input in terms of how that governance framework is working and should be working
going forward, particularly around things like my reporting lines and how that is going to be
robustly managed going forward.
Q21. Mrs Barber: So, if you were seeking to put a Budget bid in, for example, to increase the
resource within your Division, would that be put through to Treasury and then considered by
Treasury?
Mr Hind: Yes, ultimately, from a budgetary aspect, my process is the same as any other
Treasury division.
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Q22. Mrs Barber: Are you able then to put consideration in for a bid if you felt there was a
need to do a specific project that was outside the scope of your ability with the resources you
currently have? Is that something that is available to you?
Mr Hind: It is. Whilst it is very heavily weighted towards internal service delivery, within my
budgets I do have a fairly small consultancy budget which enables us to do exactly that. If there is
an area of expertise that we feel we need to call upon or effectively outsource because of
specialism, I certainly have capacity in relation to that.
Q23. Mrs Barber: And would you seek to use that if you were looking to audit within Treasury,
so essentially auditing a body that you are also report to?
Mr Hind: Not necessarily, only if I did not feel we had the specialist skills.
The Chairman: Mr Hooper?

270

Q24. Mr Hooper: Just to follow up on that, how often have you used that consultative budget
in the last few years?

275
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Mr Hind: I cannot give you a precise … We have used it. I will give you some examples of how
we have used it; it might be an easier way, at least for me, to answer that.
A couple of years ago I went out to market to obtain some consultancy and a report in relation
to ICT auditing and a review on areas that we should be looking to deliver on in relation to that,
and to input into the audit programme in that particular risk area.
We, as a Division, have also used it … For example, another body in the UK is Merseyside
Internal Audit Agency. They have a good specialism in relation to NHS and health services delivery,
so we have certainly used them and commissioned specific reports in relation to risks in that area,
both planned audit work and, most recently, a couple of years ago we requested them to do an
investigation on our behalf in relation to how that was being used.
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Q25. Mr Hooper: So it is few and far between, really, if it is a couple of years ago; it is not a
regular thing, like every 10 minutes.
Mr Hind: It is on a needs basis. I am happy to say that we are trying to get a robust breadth of
experience in relation to our core delivery of services. We have also used that budget, albeit not
specifically for an audit assignment, to obtain advice in relation to the Audit Act and regulations
particularly in relation to how local government audit regulations and accounts should be
produced.
Q26. Mr Hooper: The question I really wanted to ask was around the value for money angle,
actually. Essentially we have reached that there is not dedicated value for money work going on;
it is just done as part of the Budget process, essentially, which is relatively high level when it comes
to setting budgets. But you said that under the new Financial Regulations it is the responsibility of
individual accountable officers to be responsible for the value for money delivery and drive on a
daily basis – just part of the day job, really. Along those lines, then, you must be responsible for
the value for money delivery within your own team, within your own sector, so are you able to
give us an indication of the cashable and non-cashable efficiency savings you have managed to
find within your own team, and put a number on it, over the last couple of years since this new
internal review process has been built into the Financial Regulations?
Mr Hind: In my own team, in terms of how we deliver –?
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Mr Hooper: Yes, in terms of your team delivering value for money stuff.
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Mr Hind: Yes, I think the most notable cashable saving that I would point to has been the
introduction … Albeit we are still in the process, I have already cashed in the saving in that I have
relinquished a … We used to have a part-time administrative officer within the Division’s structure.
If you look at our Division structure now, we have no admin support. The way we have basically
delivered that as a saving and a refocus of what we are delivering has been with the movement
and transition to a fully modernised audit management system, an IT system, as a cashable saving,
and part of my business case to move in that direction was a reduction in my budgets of £10,000£15,000 per year in relation to that. So, as a specific example, absolutely that is something that
has been cashed already, albeit we are still implementing the system and having our own teething
issues in terms of making that run smoothly and getting the full operational benefit from the
remainder of that system. As an example, that is –
Q27. Mr Hooper: So, that is the big-ticket item for the last couple of years. The budget for
Internal Audit is £½ million – or more?
Mr Hind: It is getting on for £¾ million in terms of gross.
In terms of value for money, I have noticed in some of the Committee’s earlier questions a
focus on reduction on expenditure. As referred to earlier, there was no mention of price
reductions in terms of the standards and international standards, and that is about three core
factors which are hardwired into it, which are effectiveness – how well we are delivering what we
are doing; efficiency – how well the procedures are operating in terms of input and output; and
only one other balancing factor of that is the actual economy, the price or the cost of the delivery
business.
Q28. Mr Hooper: That is the point I am actually driving at. Would you not agree that it takes
particular training to be able to understand that concept, to be able to deliver proper value for
money improvements rather than just reductions in expenditure?
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Mr Hind: I would say it certainly takes training, but I would hope that that is a budget holder
responsibility at the end of the day. If budget holders across Government are not understanding
how to deliver their services, then reviews are only going to be a needle in a haystack in terms of
actual –
Q29. Mr Hooper: Who is responsible for delivering that training across the Government?
Mr Hind: Part of that is within my Division in terms of maintaining Financial Regulations and
the training associated therein. In relation to where this might be going, do I think we could
probably do more on that? Yes, I think there is probably scope for additional training that we could
deliver.
Q30. Mr Hooper: I suppose this comes back to the very first question, which was how are you
internally assessing your own work, because the question I am really getting at is … You are
essentially saying that it is somebody else’s responsibility to make sure they follow the rules. You
will provide them with training to make sure they know what the rules are, but no one is actually
going to check that they are following the rules and actually no one is going to check that you are
providing the right level of training so they understand how they are following the rules. Actually,
all of this is very circular, it all sits within a feedback loop, a kind of framework that there is not
any break point where someone external is going to come in and assess whether your training is
actually effectively providing value for money, understanding and service delivery –
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Mr Hind: In terms of an objective assurance of whether I am delivering that service in relation
to delegated financial management (DFM) you are absolutely right, there is an exclusion of what
I can provide assurance for and that is in terms of how often would that assurance be required. I
would suggest potentially incorporate it in the EQA, which is a five-yearly snapshot in terms of
how well we are delivering our services. Obviously the core part of an EQA is about the
international standards. Some of these aspects are broader than that.
In relation to challenges on Departments and how well they are delivering value for money, a
core function of Treasury budgeting is challenging how the Department is delivering that. It is
absolutely a core part of a general operating risk, as I would call it, in terms of the delivery of
services whenever we are looking at that. Every time we make a recommendation we are
considering the value for money aspects of that as an enhancement on the control system. It has
to be said – it is rare, but it does happen – we will challenge a control system and say it is too
expensive because the cost benefit, in terms of the control versus the management of the risk, is
not sufficient or not as effective.
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Q31. The Chairman: So, just to pick up on that, do you think that the framework that is
provided – the training framework, the recruitment framework, the way that budget holders are
appointed and trained – means that every budget holder in Government is suitably equipped to
self-review value for money?
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Mr Hind: I have not audited that aspect in terms of how well budget holders are performing
that function directly, and as an auditor I would wait until I have got the evidence to –
380

385

Q32. The Chairman: Obviously you are dealing with budget holders in all the work that you do.
Based on your experience of five years of dealing with budget holders, do you think that they have
the ability?
Mr Hind: Generally my view would be yes. Budget holders, in my experience, are passionate
about the services that they are delivering. A key part of that is the effectiveness of that. They are
all suffering from the impacts of austerity and budget reductions and looking to make sure that
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they maintain the effectiveness of their service delivery, so their natural tendency would be to
focus, I think, on the effectiveness of their services because they will be very customer and public
orientated in the delivery of their services. The pressure from the budgetary cycles – and this is
right from within Departments, before it even comes to Treasury – is in relation to the efficiencies,
so that forces the Departments to have a back pressure in terms of looking at efficiencies in –
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Q33. Mr Hooper: Surely you are not saying that as part of the Budget process Treasury drills
down into every single service being delivered by every single Government Department and
assesses at an efficiency level? It is a much higher level than that, the Budget process.
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Mr Hind: In terms of the Treasury’s role, but in terms of an individual budget holder’s role in
relation to that I would fully expect every budget holder to be reviewing how they are delivering
their services and how they would structure those services to make them more effective and make
them more efficient, and part of that is obviously linked into the budgetary process.
Q34. The Chairman: Moving on to work planning, and noting and respecting the comments
you made earlier about the Statement on Internal Control and the risks to Government, keeping
it at a high level, where are the biggest risks to Government?
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Mr Hind: At the moment, I think the obvious one is the ongoing impact of COVID-19.
There is obviously, as we have found in the past, the ongoing relationship with the UK in terms
of the VAT sharing agreement and the impact that has had across the board in terms of all
Government budgets and finance and previous impacts on that.
Brexit is obviously going to be a key issue and how that is going to be impacting on our
relationships and Europe directly, the impact on procurement and procurement rules and impacts
around that.
Obviously we have some significant changes happening in terms of Government and in terms
of the outputs and implementation from the Sir Jonathan Michael review. That is a fundamental
restructure in terms of how a crucial service is delivered across Government, the governance
management around that.
The delivery of ongoing SAVE initiatives etc. – any change is going to be a key issue.
The importance of IT and network and connectivity both for Government and across the Island
is being highlighted in relation to the recent crisis as well – to name a few.
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Q35. The Chairman: I think you have managed to rattle off seven there, which is very
impressive. What is interesting is that, out of those seven big risks that you have identified for
Government, what we see in terms of internal audit reports coming through … I think there are
only two of those areas that we have seen reports about, and they would be about procurement
and around IT. When you are trying to reconcile your risks on the one side and translate that into
a work programme, how then do you decide what you are going to audit?
Mr Hind: The phrase is ‘a risk-based approach’, absolutely, and hence I understand the
direction of the questioning. From my viewpoint, that phrase is as much an art as it is a science in
relation to how it is actually being implemented. My experience of risk management
methodologies is that they like to put numbers on them and make it look a lot more scientific, but
actually ultimately it comes down to a subjective assessment in most instances.
The key factor in relation to how we put the programme is – taking the non-revenue-funded
Statutory Boards, MUA and Isle of Man Post Office aside because I have a specific service delivery
agreement with them – I basically try and adopt at the highest level an approach which is trying
to ensure appropriate assurance coverage across the portfolio.
The key starting point for that – and it is a starting point and not a final point, i.e. it becomes
amended as we go through our process and review – is something as crude as financial budgets
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in relation to this as a representation of the activity and the general risk in relation to these parts
of Government. So, we effectively divide Government into its financial cost centres, Departments
and cost centres directly beneath them, and we will approach each of those cost centres and pool
the intelligence that we have on each of them to effectively talk with management, review selfreview questionnaires, consider issues that have been raised – from external auditors, as an
example – consider issues that have been raised in the public arena and in the political arena,
absolutely consider issues that over the past year have been considered by Treasury in relation to
its central management of issues, and ultimately we will consult with the senior managers and see
where do they feel the key risks are that we should be undertaking an assurance review on. But
primarily it comes down to me and my team sitting down and saying, ‘In this particular area of
Government what do we think are the key specific risks operationally?’
I also have a discussion with Treasury colleagues and, in particular, my Audit Programme
Manager in my team about maybe some of the cross-cutting themes that we want to be looking
at, maybe taking a more corporate view in terms of those bigger corporate risks. For example, a
key risk that I did not mention in the seven you said I quoted would be very recently an ongoing
issue around the introduction of General Data Protection Regulation. That resulted in us taking a
step back and creating a series of themed reports consistently across all of the Government
portfolio. Similar to procurement, we said that actually this is a key issue. There was a new
procurement policy implemented in 2017, I think it was, in relation to compliance and
achievement of … Again, value for money is hardwired into how key Government services are
being procured and delivered in terms of that.

460

465

470

475

480

485

Q36. The Chairman: In terms of starting off with the quantum of cost centres and that sort of
thing, one of the things that we noticed going through the internal audit reports is that a lot of
them are around delegated financial management for schools, for example, and those are
generally a few tens of thousands of pounds in what would be a billion pounds’ worth of
Government spend. Is that because they are considered more risky? Certainly in terms of where
money is being spent this does not reflect purely in terms of quantum.
Mr Hind: I think the key issue there is when you see probably DFM … If I can rewind back to
how the Division used to do school assurance reviews, it was very focused on delegated financial
management, which had been introduced into the schools and agreed with the Department that
actually a good thing would be a programme of reviews across all schools in relation to that. The
scope of DFM fundamentally changed as the actual powers that the individual head teachers had,
as I understand it, over … their discretionary powers reduced as staffing was a key element. So,
when you see a DFM quoted budget in one of our school assurance reviews it is not the whole
budget of the school, it is not the whole budget of the sector, and if you will notice how we
reframed … Again, shortly after my appointment we took a step back in terms of exactly what the
risks were in that sector and we decided actually the delegated financial management aspect was
the least of the risks in relation to the delivery of school services, and as you will notice, we actually
expanded out to a series of standard risk areas, including health and safety and issues of property
security in relation to that as a risk area, away from purely finance.
Certainly all of our reports, as you will notice, not just school assurance reviews, now include
at the very front end the scope of the review that we are undertaking and what we would refer
to as a RAYG table, which is basically ‘here are the risks that we are looking at, here are the controls
that we have specifically reviewed, here are the conclusions in terms of red, amber, yellow and
green’ in terms of our assessment of that particular control function.
Q37. The Chairman: I know if Mr Robertshaw was here he would be keen to point out the fact
that one of the things that was mentioned in one of the audit reports was skipping ropes and
where they were.
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Mr Hind: He would mention it again.
The Chairman: Indeed. But one thing that is not –
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Mr Hind: To be fair, actually – if I may interject on that as a key issue – from my perspective
that was a valuable contribution because what we were saying was exactly this issue of saying we
were reflecting back to the school, ‘Why are you including skipping ropes and such small items on
your itinerary’ – and the amount of effort that that is actually taking away in terms of admin time
and all the rest of it – ‘and what is the real value that that is introducing in terms of the
management of the security of those assets?’ So it was, ironically, us actually challenging back the
Department, saying they were doing too much, not that we were recommending that they should
include such small items on the itinerary.
Q38. The Chairman: In terms of the background that is provided to every report about why
you are looking at this particular area, sometimes you do include the quantum of just how much
spend is under review. Sometimes you do not, and I think that makes it a little harder for us in
terms of looking at that, in terms of trying to see is the effort proportionate to the risk, and I think
that is possibly more so in the schools work.
Mr Hind: Again, whilst yes we do use the gross expenditure budget of a specific area in terms
of our mapping of coverage on work that we do, it is not the end position but it is certainly a useful
starting position and we might be very specific in one of those cost centres in terms of the area
that we are looking at. It might not be the whole cost centre, it might be a specific function or
objective. The financial element of that might be misinforming in terms of the context of what the
risk is.
As an example, the amount that is actually expended by Government on something like DBS
checks, security checks on individual members of staff, as a budgetary sum would be fairly small,
but as a risk to Government and particularly to vulnerable people it is a very significant risk in
terms of how that has been managing procedures. The fact that the costs are subsumed within
salary budgets and general admin budgets is misleading in terms of saying …
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Q39. The Chairman: However, one of the things you said was how you looked through cost
centres, and I just wanted to make sure that that does not mean that you are not looking at the
right balance between the general revenue account and the spend that is going on and the balance
sheet of Government and making sure that you are providing sufficient testing and assurance
around assets and liabilities.
Mr Hind: To a degree I would challenge that on an assurance mapping approach. One of the
things we are also taking into account when we are doing our own internal audit aspect of
planning is where all the assurances are potentially coming from.
Obviously a very key deliverer of assurance in relation to assets and liabilities is external audit,
and one of the key risks that they are primarily focusing upon is financial risk of mistake in the
accounts. We do liaise periodically with our colleagues in external audit. I would be relying to a
large degree in terms of the core parts of those risks – not all of them – in relation to external
audit’s requirement and making sure we are not doubling up on some of these assurances. It is
back to trying to be effective and efficient in our delivery of services to not be double counting,
double assuring –
Q40. The Chairman: Recently there has been one on stock, but it has been unusual to find one
on balance sheet items just in terms of debtors and creditors to Government. I do not think we
have seen anything from that, so you are very much reliant on external?

__________________________________________________________________
13 PAC-AAD/19-20
39

STANDING COMMITTEE, WEDNESDAY, 23rd SEPTEMBER 2020

545

550

555

560

565

570

575

580

Mr Hind: Yes, absolutely. As I say, it is obviously ultimately their risk and their discretion about
what the external auditors are looking at, but in terms of debtors and creditors I would absolutely
expect that a key part of any external audit would be a verification of balances and the processes
and ongoing internal control system related to the management of debtors and creditors and how
that works.
Q41. The Chairman: One of the areas we noticed was obviously looking at complexity in terms
of the amount of spend and the amount of balance sheet held. Obviously Treasury is a big spender.
It holds a big balance sheet in terms of the overall size of Government and yet was only subject to
two of the internal audit reports during the course of the year.
Mr Hind: In terms of our current plan, I think we have identified more than that. In relation to
the core financial governance we are certainly looking at cashflow management across
Government, and Treasury’s functioning for the benefit of the rest of Government would be a
crucial risk area going forward, not least in the current climate, so we have identified that as a
focus area of our internal audit work which may not be within the scope of external audit. They
might look at the cash reconciliations etc. but in terms of the cashflow forecasting we have
actually incorporated in terms of that. And another absolutely key area in terms of that central
part of Government, and not least … Obviously Government’s processes and core processes have
been subject to a lot of strain in terms of the last six months. I consider one of the key areas we
want to look at is even core approval processes in terms of significant payments out of
Government, making sure that those are being appropriately managed.
But we are also looking at other areas of Treasury because Treasury is more than just the centre
of Government, so we are looking at … We do liaise with the National Audit Office in the UK. They
are not appointed by Treasury, unlike the other external auditors for the Government under the
Audit Act. They are effectively appointed under statute as part of the VAT sharing agreement with
the UK. They come over and audit the Customs and Excise account on an annual basis. We do
liaise every year with them in terms of areas that they might consider to be risky that they are not
covering. Generally we try and do at least a piece of work in Customs and Excise. I think we have
got VAT registrations down as being a key part, again something that might not be top of the list
in terms of National Audit Office concerns in terms of the production of the VAT account, but
equally fairly important in terms of just how the Division is running. We also have, I think, an
Income Tax Division review on the audit programme, which is in relation to just case management
and how they are managing their general cases and review. And we also have something in
relation to Social Security Division, the other key division in Treasury, which I think is about
benefits administration etc. I have undertaken some review in some of those areas already in
relation to issues that have arisen in the year, which are high-profile issues in relation to the BACS
payment missing in terms of December, so we have actually looked at some core parts of those
inputs already.
Q42. The Chairman: Looking at the self-review questionnaire analysis document, a lot of
Departments seem to have scored themselves quite highly. Do you challenge that, or do you take
what comes back at face value? Is there any testing done around this?
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Mr Hind: We have challenged it in the past, I have to say not recently and certainly not on that
review. From my perspective, whilst I use these self-review questionnaires and analysis as a pillar
of assurance into the final Statement on Internal Control, it is a pillar and I do take it with what
would be referred to as professional scepticism in terms of hopefully not verging on
unprofessional cynicism, but absolutely we take it … At the end of the day, they are signing up to
this. There is a line that they are crossing in terms of making that assurance review. We do and
have in the past gone out and challenged individual SRQs.
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We do, on occasion, absolutely look at the risks that have been identified, and actually from
my perspective I would … Most areas of Government are fairly mature in terms of their general
management of areas. Obviously new areas and new services are where risks have come. We
introduced fairly recently, just two or three years ago, a different element in the SRQ
questionnaire, which is actually the area I look at most in terms of my audit programme planning,
which is not whether they are giving an assurance – because basically it is a series of statements
that they have to give: yes, we are happy we are managing this in this area – but actually more
specifically their assessment of the level of risk in those operating risk areas, so just a very simple
medium-high-low.
For example, in my own area one of the key operating risks that is a standard question is about
health and safety, and the health and safety risks in my area I would class as very low. In terms of
our risk profile across Government I think that is the area that I am more interested in, in terms
of what areas we want to be looking at, and potentially planning and identifying, that are not
necessarily obvious – that part and the bits where they have identified their highest risk at the
moment, they have identified their highest key control to manage that risk. And just as important
a key area in the SRQ that we will look at and we use as key intelligence for us is where we ask
them to identify the biggest issue that has impacted them that was not found, because effectively
that is the materialisation of a risk that they were not effectively planning for, it was unplanned.
Q43. The Chairman: I will resist the temptation to go down into specific risks for the reasons
that you highlighted earlier; it may be one for another time.
I know that you look at different assurance areas around business continuity, around
performance management, finance, procurement, information management. Some of the things
that were in there about if there was appropriate management information to monitor service
quality and performance; good understanding of the main factors that drive income and
expenditure; when budget variances are forecast timely action is taken with the service area to
rectify the issue or the issue is escalated; critical risks associated with dependence on external
suppliers identified, understood and actively managed; and a section around value for money
about delivering things the right way and delivering them at the right price … Given that one
Department managed to have to come back for a supplementary vote of £8 million in the year
that we are talking about here, they have managed to assess their overall assurance at 98% and I
just wonder how you actually manage to reconcile that with reality.
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Mr Hind: As I say, the primary balancing factor is it is one leg of assurance into the Statement
on Internal Control. It is not absolute.
Another key part of that is my own annual report and the work that we have done with our
independence and objectivity.
Another key input in terms of my summary report – I am just rewinding – is as part of the SIC I
produce a memorandum to the Chief Financial Officer to cover the Statement on Internal Control
and go through these what I would call pillars of assurance contributing to that, one of which is
the SLQs, and that would form part of that.
Another part is my own work and the work that my Division has undertaken over the year,
both planned and financial irregularity work and aspects like that, and tender appeals and the
broader scope of what we undertake.
A third would be also the external audit report, in terms of management letters and aspects
on that.
And a fourth key part is actually the work that is happening from the likes of you in terms of
political scrutiny and issues that have been raised politically, and reviewing the output of
committees such as the Public Accounts Committee but also the Scrutiny Committees and any
select committees that have been done.
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So, there is a package there in terms of how we review the final Statement on Internal Control,
which is the ultimate annual statement in terms of assurance over how the risks are being
managed.
Q44. The Chairman: I do take the point about this being only one part of it, but you will have
looked at the financial performance of that Department, you will have read the three reports that
this Committee has produced about everything from management information to staffing to
financial governance in that Department, the need for the Jonathan Michael report and the
implications of that, and the fact that they have reviewed themselves at 100% for financial
management. You have got to wonder whether it is worth the paper it is written on for some of
these Statements on Internal Control self-assessments.
Mr Hind: They are a self-assessment.
The Chairman: Yes. Okay, moving on then –
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Q45. Mr Hooper: Can I just ask a question on that? You said that obviously there are two
different parts to the self-assessment. There is the level of compliance, which essentially they give
themselves, but you said you were more interested in the risk perception that they have. That is
the high-medium-low thresholds. Reading the definition there of high risk, it says if the controls
failed there would be serious and unacceptable impacts on various things such as service delivery,
reputation, the public. It is interesting the number of Departments that have identified that there
are no areas of high risk within some of their own assessments, especially in respect of
performance management or value for money, given that every time a capital project goes over
budget there is a massive reputational impact on the Isle of Man Government. It is quite surprising
that actually the people responsible for these controls have not accepted, or acknowledged even,
that there are some quite high risks in the areas of performance management and value for
money.
This brings me back to the question I was asking before about training, because actually one
thing this document would seem to show to me is that there is a clear lack of awareness across
the piece in Government as to actually what these risk assessments are for, what risks really exist
out there, and I am just wondering what your view is on that. If these statements are a selfassessment, I would expect them to at least be reflective of reality, whereas the case would seem
to be that that is not true.
Mr Hind: In some instances it is obviously going to be subject to drift in terms of subjectivity. I
think risk and the management of risk is absolutely a key skill for the delivery of services, and yes,
I think an awareness and a review of training in that area would probably be warranted.
Q46. Mr Hooper: Would that be something that would naturally happen? You see this selfassessment – do you look at it and go ‘that bears no resemblance’ to how you view the risk in that
particular area? Would that trigger then a process where you would go back and actually reengage with that Department to make sure that they had proper training and accountabilities put
in place?
Mr Hind: We would re-engage with that Department and potentially highlight that they need
to do the training in relation to risk, but we might not necessarily deliver that training or take
responsibility for the delivery of it.
Q47. Mr Hooper: So, you have done your risk assessment – we have covered that – and the
next step then is actually the audit work itself. Can you give us a very brief high-level run through
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the methodology that you use? Seeing as you focus primarily on controls to deal with the risks
that you identify, what kind of methodology do you follow?
Mr Hind: Obviously, underpinning everything, as we mentioned earlier, are the international
audit standards and making sure that whatever process in quality assurances is meeting them.
In terms of the actual day-to-day process that we would undertake on that, the key element is
what we would call a risk map, and we now publish that full risk map in relation to every audit
report that is produced. You will hear me refer to that as being the RAYG table, but effectively
that is the list of high-level risks and controls that we have assessed as being associated with that
area and the service being delivered and the objectives related to that service.
That risk map is primarily produced by us internally. It is also a key part of the scoping of the
audit with the client, so we will sit with the client and say this is where we are assessing and what
the scope of the audit is, and ultimately internally that will be getting signed off by my senior audit
programme manager in relation to ensuring that we have got quality assurance that we are
covering the key risks that we want to be covering in that particular area.
That risk map fundamentally drives the scope and what happens next in the audit, so for each
of the control areas that we have identified alongside the risk map will be identifying a testing
strategy, which will also be getting agreed and signed off up front by the audit manager
responsible for the signing off of the working papers. That will then result in individual tests on
each of those controls being undertaken by the auditor responsible. As part of our internal quality
assurance process, each test is reviewed and signed off by the audit manager responsible, queries
raised on it, management review points. I am aware I am talking to an accountant – experience of
external audit is very similar in terms of those sort of processes.
Ultimately there is another key milestone, governance gateway, once the audit work has been
primarily completed and working papers have been completed, and that would be the production
of the draft report. So, coming out of the test papers would be the recommendations that have
been made if we were identifying any issues in relation to the control and the risk. We will be
identifying any risks arising from that failure of risk and we try to structure our reports in relation
to ‘this is the issue, this is the risk arising and hence this is the, hopefully logical, conclusion’ in
terms of the recommendation that we are making.
The next governance gateway is the production of a draft report. At that point my senior audit
programme manager would be reviewing those. If they are looking either substantial or limited or
negative assurance, then at that point I would have my first view of the actual audit findings.
Then there would be a debriefing process with the client, where we would go through all the
issues, risks arising and the recommendations. Sometimes the client will say, ‘You have
misunderstood this,’ or ‘We did not provide you with this element of evidence,’ and we will then
obviously reappraise what our findings are and, if necessary, amend recommendations at that
point. Then, final sign-off would come to me in terms of the final report going out of the door.
Q48. Mr Hooper: At the testing phase, then, what sort of testing are you actually doing? Can
you give us some examples of the type of testing work that you are undertaking?
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Mr Hind: It would be dependent entirely on the terms of the control that we are looking at.
For example, if we were looking at an area where we were looking at payroll, we would maybe be
looking at a risk area in terms of the ad hoc changes to payroll via timesheets, overtime, expenses
claims and things like that. The type of testing we would be doing would be selecting a sample
either based on an employee or on a series of primary documentation in terms of the timesheets
that have been submitted. We would select timesheets and we would review timesheets for their
accuracy in terms of whether they were they signed off and compliant with the controls that were
meant to be in place, i.e. they have not just got a single sign-off, they have got a management
sign-off. So, we would check the compliance but we would also check for accuracy in relation to
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was there an apparent control that was in place in terms of sign-off and was it effective in relation
to did it pick up any issues or errors and actually result in an accurate result in terms of –?
Q49. Mr Hooper: And when you test you would always be looking at the underlying
documentation that backs up?
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Mr Hind: Absolutely. And in some of the key areas – again, it depends on the control – we
might actually look at a data report and use that to help us identify the key risk areas or key parts
of testing in terms of –
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Q50. Mr Hooper: You would not rely just on conversations, or surveys?
Mr Hind: No. Absolutely a core part of the audit and that relationship is having a conversation.
A part of the audit process which I did not refer to right up front when developing the risk map is
what we would called systems notes, which is a discussion with management and the area and
obtaining their procedures, discussion with them on how they think the system is working in terms
of the area and identifying from that conversation the risks. Absolutely, conversation is always
going to be a key part of an audit, but primary documentation is also going to be a key part of an
audit.
Q51. Mr Hooper: One of the reasons I am asking is because you sent us copies of some
complete reports, which was quite useful to see. I will paraphrase, because I do not want to point
out the particular report, the Department in question.
One of the controls that was identified was daily informal meetings between the team, which
obviously is informal, there is no documentary evidence contained, but ‘testing confirms that this
is done verbally and there is no evidence retained of these’. So, how on earth do you test
something when there is no evidence for it? The documents that ‘here is a control and we test it’,
but actually you could not have tested that control. It is impossible to test an informal control
where no evidence is retained.
Mr Hind: How do you define evidence? How does a court obtain evidence? It is not all
documentary evidence; it is verbal evidence, it is issues such as this. I think testamentary evidence
is a crucial part of that and absolutely there is a subjective assessment by my internal auditors,
who are professionally qualified in terms of the level of evidence required in relation to that and
the level of risk associated with the control in relation to that. Sworn affidavits are used in courts
and accepted as evidence. There is a whole raft of scale of the efficacy of evidence – I totally
accept that, but there has to be a professional view in terms of my auditors and I have to rely on
that.
Q52. Mr Hooper: So you will accept conversational evidence where no other evidence exists?
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Mr Hind: Yes, absolutely. We will test that to see whether that is sufficient. We will accept
whatever evidence is offered.
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Q53. Mr Hooper: One of the other things that you talked about was that you would only get
involved to do an initial review if the reports are going to come out with a particular level of
assurance associated – you said, I think, for limited assurance you would get involved and actually
provide a bit of a closer eye on those reports. Can you give us an explanation as to how those
levels of assurance are arrived at on those four levels of assurance that you cover?
Mr Hind: Yes, certainly. A key driver in terms of those levels of assurance is based around the
number of recommendations that we make, and in particular the number of significant or
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fundamental recommendations. Within our internal procedures we have a table, effectively,
which is referenced by my internal auditors, which is referring to the number of recommendations
made and the level of assurance that we would be normally associating with that. That is a
benchmark. I am happy to submit a copy of that table to you, if that would assist in the future
review of our reports. That said, beneath the table is absolutely the caveat that this is a guide and
it is subject to an auditor’s professional opinion, reviewed by us, as long as we document any
veering from that as the guidance. We would document that on our audit file.
That is the primary guide to internal consistency that we would be using, saying how many
recommendations are made, how does it fit in terms of the general guidelines, in terms of how
we would attribute substantial, adequate, limited or unacceptable assurance, and how does that –
Q54. Mrs Poole-Wilson: Sorry, just to interject – thank you for explaining that – as a nonremotely qualified auditor, and again without naming any of the particular reports that the Public
Accounts Committee has seen, I am interested by your commentary that there is the table, which
is a start point, followed by a professional assessment of the particular recommendations,
particularly where they are significant or fundamental, because it has struck me that the end
assurance given in a particular report that we have seen felt very much at odds with the number
and status of some of those recommendations.
I suppose the question is that exercise of professional judgement then is something that would
be interesting to understand more about, particularly where the type of recommendations and
their number do not seem to sit very well with the end assurance on the report.
Mr Hind: Firstly, I would hope that has been an exception in your experience of our reports,
that incongruity in terms of relationship of report and the overall assurance. Certainly I am
personally reviewing every report before it goes out to try and make sure we do have a
consistency across the Division in terms of that professional judgement and how that is
referencing. But yes, there is an element of professional judgement. Part of that professional
judgement is not all controls are equal in terms of the management of a risk. There is an
assumption that because there are 15 controls listed on our risk map, each one has equal
weighting in relation to a recommendation that is made in relation to that. That may be a factor
and I am happy to discuss under different circumstances any individual report.
Q55. Mr Hooper: The question that Mrs Poole-Wilson is asking really is what does it take to
get an ‘unacceptable’ report? I am looking at your 2018-19 annual report. For the last three years
you have not issued a single ‘unacceptable’ report, even reports which have been identified across
the board where controls are described as not robust – the control framework is not robust – and
not effective. You have concluded the controls across all of the risks are not robust and not
effective, and yet the control framework is still providing you with some level of assurance. So
what does it take for an ‘unacceptable’ report to be produced?
Mr Hind: As I say, we would use that guidance as a table. I would also say I am certainly aware
of potentially ‘unacceptable’ reports in the current year that may be getting issued once we
complete our management review process. It also has to be said that ‘unacceptable’ as a
classification of our report did not used to exist. There used to be only three levels of assurance
and ‘limited’ was the lowest level. That was introduced, I think, probably about six or seven years
ago in relation to a specific report that was exceptional and was felt needed particular –
Q56. The Chairman: I think there was a disclaimer of opinion option before then, but I have
been a member of this Committee for nine years, on and off, and I cannot remember ever having
seen either a disclaimer of opinion or an unacceptable risk report come to us in that time, between
2006 and now.
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Mr Hind: I do not know the exact date of that report – it was certainly before my time in terms
that it was not issued by me – but I would expect it to be a very rare event. At the end of the day,
we have four levels of assurance, but equally it is fairly rare for an auditor to be that confident to
say ‘substantial’. I would expect there to be more of a bell curve around ‘adequate’ and
‘substantial’ and ‘limited’ as opposed to ‘unacceptable’, which is very much an outlier in terms of
level of assurance.

855

The Chairman: I see why we are nine years!
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Q57. Mr Hooper: I accept what you are saying. I just think it is concerning when you read the
detail of some of these reports, where you have controls that are quite clearly key controls, they
are dealing with what are described in the reports as significant exposure to risk and actually it
still ends up being an ‘acceptable’ report, I think adequate or limited assurance. I think the
problem really, from the outside looking in, is people see the report as providing adequate or
limited assurance and I think people assume it is okay because actually not everyone is fully aware
of what that terminology means in an audit context.
I suppose that is the question I would put back to you: when you are issuing these reports, is
there any kind of awareness of how they might be received by not just the end user, but by
politicians who are also looking at these reports and trying to get some level of comfort over the
control records?
Mr Hind: I would hope so. I take on board the comments in relation to an expectation of an
expert user in relation to our reports, which are technical reports at the end of the day. Certainly
from the inside looking out, one of the key aspects in terms of that assurance is in relation to the
scope of what we have actually looked at, and the scope of assurance that we are giving is
specifically to this area that we have looked at and in particular the risk map is outlined in that
scope. So, from the inside looking out I absolutely view those two things as being heavily related
in terms of the overall level of assurance we are able to give. The scope of the risk map is
effectively a limitation in terms of the assurance at the end of the day, but I accept that not
everyone would necessarily externally understand that association without clarity.
Q58. Mr Hooper: Moving on one step further, then, the reports themselves provide that
overall level of assurance, but inside them there are obviously quite a number of actions that
should be undertaken, whether they are fundamental or significant or have simply been flagged
up for awareness. Can you run us through the process for making sure that those actions are
completed, you follow them up, and how long they stay on your radar? Generally, after the reports
have been issued, what is the next step for you?
Mr Hind: I am smiling because there was a political question, I think, in Tynwald, on the followup report process.
Basically we maintain a register of all recommendations that we make. That is across the
Government portfolio. We are actually in a transitioning process at the moment because we are
moving to a completely new audit management system. As with the previous process, which had
got a foot in both camps, we would issue a questionnaire to a central point of contact in relation
to ‘Here are all the outstanding recommendations that we have got that are also due for
implementation’, because usually there is an implementation date that has been agreed with the
recommendation when it was signed off by management. We will issue that questionnaire. We
have three levels of recommendations: ‘fundamental’, which is very serious in our view;
‘significant’; and ‘merits attention’, which in some schools might be called ‘observations’.
In relation to the closure of recommendations, we accept a management closure of a ‘merits
attention’ recommendation. Anything above ‘merits attention’ – ‘significant’ and ‘fundamental’ –
we will not close off our recommendations register until one of my team has independently gone
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out and verified that what they have said has happened has happened and they have managed
the risk or implemented the recommendation made. That is an absolute core ongoing process.
The process is changing because we are implementing our audit management system. We are
about to pilot with Manx Utilities the full end-to-end version of that new, revised process, which
is basically that the system maintains all recommendations that are made. One of the efficiency
savings we are hoping to get out of the system is that that is automatically part of the audit process
and sign-off of audit. The system itself will actually email designated managers responsible for an
update, as opposed to us having to go a central point of contact and then co-ordinate an update.
Once the recommendation has become overdue, our process at that point would be the same,
i.e. if it is a ‘merits attention’ then we will go through and say ‘closed by management’, if it is a
‘fundamental’ or ‘significant’ we will undertake additional work in terms of making sure that the
recommendations have been satisfactorily closed.
We do now, which is a policy that I introduced, write out the recommendations from that
follow-up process after a period of three years. It is really three years plus the current year, so at
the end of the year. My rationale for that is that if there are still a substantial number of
recommendations outstanding the time is right for a fresh audit in terms of that area, to make
sure that the control framework is as we were expecting it. A caveat that we always put on our
follow-up work, and has always been there, is that this is not a refresh review of the risks in this
area, it is specifically a review of recommendations that have been made, and one of the
categories of closure is superseded if the … We might have made a recommendation or the
business area might have implemented for themselves a whole new IT system, which actually
limits the amount of assurance we can give in the closure of that risk as a risk because we would
actually have to do a new audit in that area.
Q59. Mr Hooper: So are you saying that after three years the risks get written off?
Mr Hind: Not written off, written out. The risks are still there. I would always maintain they are
written out of our follow-up process. The management of the risk is never Audit Advisory’s. The
management of the risk is always the Department’s and the service delivery agent’s. The risk is
not written off, the recommendation is not written off; it is down to the manager of the area
responsible to take into account that they have got this outstanding recommendation and, if need
be, still take appropriate risk action.
Q60. Mr Hooper: You do not track that beyond three years because you would assume that in
year 4, if there are significant recommendations outstanding, you would then conduct a fresh
audit in year 4, essentially?
Mr Hind: From year 4. We would not necessarily immediately do an audit. We would add it
back on to our portfolio of potential audits and consider it in the general risk profile.

940

Q61. Mr Hooper: So this means that there is a real potential for significant risks to remain
outstanding, unresolved, for longer than three years until you get around to doing another audit
in that area, depending on the risk of the whole area compared to the whole Government estate?
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Mr Hind: It would be reviewed in terms of our coverage of that area, and if it there were a
substantial number of significant risks that were not being implemented we would certainly …
Part of that closure process is that we ask for a final closure report from the Department. We do
not just write them out without any further report. We say, ‘We are going to be not following this
up, please can you confirm what action you are going to be taking?’ Certainly if we have made an
audit report and we have made six or seven significant recommendations and there is only one
outstanding significant recommendation in that area, then that has obviously got a different risk
profile when we are considering our audit planning than if none of the recommendations had
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been implemented. So I think it is absolutely down to us to take a risk-assessment view in terms
of how we prioritise our work, and that is a key feed into it in terms of the follow-up work.
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Q62. Mr Hooper: I think, like you said earlier on, all risks are not equal, all controls are not
equal, so it could be that you have an area that has only one outstanding significant risk but it is
very, very significant. How does that factor in to your approach that says, ‘Actually, we are just
going to write this out, we are not going to follow it up at all until we do another audit of that
whole area’?
Mr Hind: It would factor into our planning of another audit in that area, in terms of how much
of a priority it would be to do another audit in that area.
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Q63. Mr Hooper: So, if you have, say, serial offenders – people, Departments, or areas of
Departments that are not very good at implementing recommendations – they would be more
likely to be reviewed more often is actually what you are saying?
Mr Hind: We would feed it into the profile of risk for that area and that Department, absolutely.
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Q64. Mr Hooper: Is any of this escalated up, so if you have significant issues that are
outstanding after a while, as well as feeding into your own internal process does that get fed up
somewhere through the Treasury process so that Treasury are aware that there are significant
risks outstanding that are not being dealt with? Or do you rely entirely on the management within
the relevant Department to own that risk and deal with it, essentially?
Mr Hind: It is the Department’s responsibility. It is only ever the Department’s responsibility to
manage that risk. The accountable officer ultimately … These are statutorily independent bodies,
in most instances. The risk is never owned by anybody else apart from them. The right governance
is for the accountable officer to be accountable for that.
In terms of escalation, and back to the key point you are making, we would do certainly an
annual report. We are looking at interim reports in terms of follow-up reports. That would be
submitted to this Committee. So, absolutely there is an escalation process in terms of
transparency around those risks that have not been followed up. When we do a final report, a
section of that is clearly in our final report saying, ‘Here are the risks that we are no longer going
to be following up as part of our process. Here are the final management comments that
management have made in relation to that.’ There can be, sometimes, legitimate reasons for why
they have not been able to implement it. There might be a legislative programme issue or some
aspect like that totally out of the control of the Department, and that would feed into our risk
profile in terms of that.
Q65. Mrs Poole-Wilson: Just on that escalation point, in the terms of reference, both the 2020
draft and the 2011, there is a statement that where agreed recommendations have failed to be
implemented the Minister and accountable officer concerned may be invited to explain to the
Treasury the reasons for the necessary improvements to the control environment being delayed
or not being made. Has that ever happened?
Mr Hind: I am not aware of it having happened. Obviously Members and officers of
Departments are invited to Treasury regularly in relation to proposals or review of proposals and
actions being taken. When they have got, particularly, financial implications, that is a key role of
Treasury. I am not aware of specific issues in relation to lack of implementation of
recommendations.
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Q66. The Chairman: So, in terms of how that is envisaged to work, does your report go to the
Audit Consultative Committee?
Mr Hind: No, it would not at the moment.
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Q67. Mrs Poole-Wilson: The 2011 draft refers to the Audit Committee. The draft at the
moment just refers to the Treasury.
Mr Hind: Yes, and as I said, at the moment, one of the things we are asked in addition to a
general EQA in terms of our five-year review is feedback into exactly how the overall governance
process should work around our reports and equally the actual and follow-up recommendations.
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Q68. The Chairman: In one part it is to this Audit Consultative Committee and at some points
it is to the Chief Financial Officer, and at some points it is to the Treasury Board in different guises.
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Mr Hind: I think what might be worth interjecting at this point is Isle of Man Government, and
actually Internal Audit in Isle of Man Government, is in quite a unique position compared to what
would be a standard internal audit function elsewhere. I have to add that that makes the
Government framework around that actually quite complex, even down to what are Treasury’s
responsibilities, what are these independent legal entities’ responsibilities, accountable officers’
in that framework.
My role and responsibility – and obviously there are benefits to that … I have a massively
increased independence to the majority of the portfolio that I am working to and working with.
The only standard internal audit relationship that I have is actually with the Chief Financial Officer
and the Treasury. That is what a normal internal audit function would be – the key word is
‘internal’ as well as ‘audit’ – and the responsibility is usually to the accountable officer of the
organisation in which the internal audit function resides.
So I would absolutely agree that the governance framework on which that role and my role fit
and how that should work is certainly of interest. I have to say it is a perennial issue for discussion
from my perspective and is certainly a reason why we actually enhanced the scope of the EQA to
not just be a standard EQA but to actually specifically put the point in there to get some external
viewpoints in terms of very experienced chief internal audit executives from other organisations
and say ‘How do you think these reporting lines, this governance framework, should be working?’
It is always good to have a fresh pair of eyes and a fresh view. In terms of context, it is not without
consideration. It has to be borne in mind that obviously this is an area of my expertise in terms of
governance and how this works. It is also the area of the current Chief Financial Officer’s expertise.
He was in my position previously. He is fully conversant with governance frameworks and how
they should work.
But certainly I think from my perspective that is a draft in terms of changes to the terms of
reference. It is called ‘draft’ for a reason and actually ‘draft for consultation’ is how I would title
it. A key part of that consultation is with the people undertaking our EQA. How we might further
consult on that I think is going to be decided, but absolutely titled ‘draft for consultation’ for a
reason.
Q69. Mr Hooper: Okay, thanks. Just to touch on one other aspect of the work that Internal
Audit does, that really is not anything to do with internal audit in the traditional sense: you deal
with things like tender appeals and other non-audit-related pieces of work, including writing
Financial Regulations. Do you think it really is appropriate for an internal audit function to be
writing regulations but also then dealing with an active operational part of the procurement
process that you yourself are responsible for providing the internal audit assurance over?
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Mr Hind: I would certainly say I would not be able to provide an independent assurance in the
effectiveness of the appeals process. Absolutely that is a governance cost of us undertaking tender
appeals. However, I would say the reason that we do that is because we are fundamentally
independent and objective of that procurement process. I cannot remember the phrase you used,
but you said we are part of the operational … I would say absolutely not, we are not part of the
operational procurement. We are doing an appeal because it is independent from the operational
procurement process. It is a separate governance process whereby we are challenging the
operational end-to-end governance process. The reason it sits with us … It might not be within
internal auditing standards. They are covered in terms of other things that we do, and basically
there is scope in relation to the delivery of non-pure audit services covered within internal audit
standards and how that should be managed.
From my perspective, transparency is key. Like I say, we cannot give an assurance on the
effectiveness of the appeals process, you would need to look elsewhere in terms of obtaining that,
but a key part of our role and skills set is about being independent and objective and reviewing
processes and procedures as a core part of it.
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Q70. Mr Hooper: One of the risks that you try and manage is the financial risk from an
operational perspective, not a numbers on a balance sheet perspective; but Internal Audit have
written the Financial Regulations, so how can you provide independent assurance over the
regulations that you have, yourself, written?
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Mr Hind: I would say again I would not be able to produce an independent assurance on that.
At the end of the day I would actually chuck it back up to what is the actual title of my Division: it
is Audit Advisory, not just Audit. One of the balancing factors here is that a core part of my role is
to provide advice, and as a spectrum of that advice I totally accept … and throughout that process
and level of advice I have a duty of care to maintain whether I am able to provide independent
assurance in relation to advice given or not. I would say Financial Regulations is at one end of the
spectrum and this is detailed advice in relation to how Financial Regulations should be … At the
end of the day, I do not make the Financial Regulations, I review them and suggest amendments
to them, and they are always Treasury-approved Financial Regulations.
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Q71. The Chairman: So you did not actually write the current draft, the current set of Financial
Regulations?
Mr Hind: I have no input into that as a recommendation.
1090

Q72. The Chairman: It is only that the terms and reference of charter, section 3 of it, does say
‘the objectivity of the Director of AAD and/or any other officer from AAD would be impaired if, for
example, they developed or installed procedures’, and that sounds like writing Financial
Regulations, to me.
1095

Mr Hind: Yes, I would say advising in relation to the financial control framework. When we
make a recommendation we are providing advice in relation to how the internal control
framework can be improved. Sometimes that is detailed advice and it arises from an audit.
Sometimes it is in parallel to audit work.
1100

The Chairman: We will move on to explore the theme of independence a little bit more.
Mrs Poole-Wilson.

1105

Q73. Mrs Poole-Wilson: Yes, thank you. It is something we have already touched on and I
believe you confirmed earlier that your reporting line is to the Chief Financial Officer.
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Mr Hind: In terms of direct reporting, yes. Also in terms of audit issues and risk issues,
absolutely. In terms of resourcing I would report also through to the Executive Director of Financial
Governance parallel to that sort of division, but I absolutely have a clear line of report to the Chief
Financial Officer.
Q74. Mrs Poole-Wilson: What relationship do you have, then, with the Treasury Audit
Consultative Committee?
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Mr Hind: I sit on that Committee in attendance to advise the Chair of the Committee in relation
to the functioning of the Audit Act and its regulations. The scope of that Committee is primarily
focused around the implementation of the Audit Act and the inspections thereon.
Q75. The Chairman: So, in terms of the part of the Audit Act we were talking about earlier,
about economies and efficiency, which was done by the Value for Money Committee, that is no
longer part of that Committee’s work?
Mr Hind: No, it is purely focused now on the statutory responsibilities under the Audit Act.
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Q76. The Chairman: Which primarily are appointing external auditors and ensuring there is an
effective internal audit regime. There has been work in there about oversight of the local authority
accounts. What other things?
Mr Hind: The primary responsibilities of that consultative committee are effectively to be
advising Treasury in the making of regulations in relation to the Audit Act, the appointment of
auditors, as you say, and the monitoring of the delivery of the inspections that have been
undertaken as part of the Audit Act. That is primarily two. The two key areas are obviously central
Government and how that audit is progressing and any issues arising out of the successful
progression of central Government audit and consolidated accounts on that basis, but also a very
key part of the committee is overseeing and advising or discussing with the inspectors for the local
government sector the progression of audits and making sure that the Audit Act is hopefully
delivering what it was intended to do from the statutory point of view.
Q77. Mrs Poole-Wilson: How does what you have just described, in your view, compare with
other public sector industry practice in terms of the scope and remit of the Treasury Audit
Consultative Committee and the link with Internal Audit and how that operates in other
environments?
Mr Hind: As I say, we have a unique governance framework, which is absolutely what we are
looking at. Generally a corporate model adopted into most public sector environments is the
introduction of an actual audit committee, and let’s be clear that the Audit Consultative
Committee is not an audit committee in the standard sense of the meaning.
Q78. The Chairman: That is what we are trying to tease out, yes.
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Mr Hind: You have teased it out. But that audit committee would be specific to the statutory
end entity. There are elements of the Government portfolio which have audit committees. Manx
Utilities has an audit committee that I would attend on a quarterly basis. Isle of Man Post Office
has an audit committee, and I or one of my colleagues would attend the Post Office audit
committee on a quarterly basis. I am aware of other parts of Government which would have audit
committees, including Manx National Heritage and the FSA, and my understanding is the
Department of Health and Social Care are looking at introducing that as a governance.
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Q79. The Chairman: I think you mean reintroducing it after it was originally set up in 2007.
1160

Q80. Mr Hooper: Could I just ask you: you have just basically listed all of the Statutory Boards
around Government that have their own audit committees, but Government itself as a corporate
entity, despite the fact that each Department is legally distinct –
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Mr Hind: The Government is not a corporate entity at the moment, and that is, in terms of –
Q81. Mr Hooper: Sorry, I use the phrase ‘corporate entity’ in the broader context, not as in a
single legal entity. (Interjection) Chris Robertshaw is here in spirit! (Laughter) But really,
Government, as that corporate entity that is the Isle of Man Government, does not have within
its structure anywhere a single or multiple audit committees, so some things which are considered
corporate as in their government level are managed centrally, usually by the Cabinet Office. In this
case, I would expect the Budget process, for example, is managed on a corporate level by Treasury.
So, do you not find it a little bit unusual that whilst we are insisting that every single Statutory
Board has its own audit and risk committee, actually Government does not have one to cover its
portfolio?
Mr Hind: Who do you think is insisting in that –?
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Q82. Mr Hooper: Well, it is a requirement of the Audit Act, I would imagine, that these bodies
have their own audit committee. So these audit committees have just developed because they
are essentially best practice perhaps?
Mr Hind: Yes, what you tend to find is that those bodies view themselves as a lot more aligned
with corporate bodies in terms of the delivery of their services, or in a different nature that they
are structured as Statutory Boards, not a Department, so the whole development of their
corporate governance is geared towards a board culture. That is why they are called Statutory
Boards and that is why they have a separate legal entity status under the Statutory Boards Act.
So it is far more natural for those entities to adopt the rest of a board culture, which would be
adopting other things like remuneration committees, if appropriate, but audit committees as well.
It is a lot more ready, for a board responsibility, to adopt that kind of corporate governance
structure. As everyone in the room is fully aware, a Department structure is fundamentally
different. The Minister is the Department. It is not a board responsibility, as my understanding is
it is a delegated responsibility from a single …
Q83. Mrs Poole-Wilson: How do you then address the Institute of Internal Auditors’ IPPF
Standard 1111, which says:
The chief audit executive must communicate and interact directly with the board.

How do you address that, because what you have just described to us is we have a number of
Departments and we do not have a … Who is the board of Isle of Man Government?
1200

1205

Mr Hind: Which is bringing us back to the core governance question. How we address that is
that we develop a set of parallel recommendations. They have done it in the UK in particular, so
the Chartered Institute of Public Finance and Accountancy also have a public sector internal audit
standards, which is based on the international audit standards but with interpretation. We then
actually attempt to – and again this is a key part of our review of how the internal audit standards
work and seeking that external consultation around how they should work – do an interpretation,
saying, ‘This is what the standard states in terms of this, this is what it means in relation to the Isle
of Man Government portfolio framework’ and that is going to … Frankly, at the moment, if we
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went with a line in the sand, it would be quite a complicated arena because there are places where
I am reporting to a board or I am reporting to an audit committee or through the audit committee
to the board, and there are other parts of the Government portfolio of course where that
structure is not in place.
I think the core principle, which is what we should always be trying to bring it back to, is this is
about an internal audit, and particularly expertise and advice is about the management of risk,
and my challenge back to any of this corporate governance framework is ‘Whose risk is it?’ It is a
statutory entity in all of these instances. The risk stops there and that is the circle that we are
trying to square: who owns the management of Isle of Man Government risk? The challenges and
proposals of single legal entity in the past, from my perspective, would make this a much easier
conversation.
Q84. The Chairman: The phrase ‘those charged with the governance of the entity’ you will
probably be well familiar with, but wouldn’t we say that those charged with the governance of
the entity are actually the Council of Ministers rather than any one particular Department?
Mr Hind: Let’s chunk it back to fundamental risk: who is ending up in court?

1225

Q85. The Chairman: Well, no one!
Mr Hind: Who would end up in court?
1230

Q86. The Chairman: [Inaudible] … in the Isle of Man Government’s context.
Mr Hind: From my perspective, it would be a challenge on the statutory authority of the
Department to deliver those risks.
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Q87. Mr Hooper: I would have thought, though, if you bring it back to basic statutory
responsibility it is the Treasury that has a statutory duty to supervise and administer the general
revenue of the Island’s supervising control, all matters relating in the financial affairs of the
Government. So, I would have thought that within the broad scope of that statement, ‘supervise
and control all matters relating to the financial affairs of the Government’ would include by its
very nature the internal control framework surrounding financial management, which it does
through Financial Regulations, and as part of that, as you have already explained, best practice
would be you have an audit committee that is responsible for overseeing the governance of that
entire framework.
But it seems to me that while Treasury has the powers to take action and to investigate, to do
all the things it needs to do, actually it does not have the proper governance framework around
that to enable it to have the right information, copies of the reports etc. that it would need in
order to actually act on –
Mr Hind: And what powers do you think Treasury has to make a Department act in relation to
something that is not financial? The responsibility of the internal audit, in particular, which is
obviously my key role, is around the management of risk generally. Those responsibilities under
the Audit Act are on the relevant bodies as designated by the Audit Act.
Q88. Mr Hooper: Again, not quite true. Under the Audit Act, reports from the auditors,
referred to as inspectors, are also to be supplied to the Treasury, and in this case the Departments
who do have certain responsibilities under the Audit Act. So, again, without a proper governance
framework in place, where does this responsibility currently sit?
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Mr Hind: Again, I would highlight the difference in the Audit Act and maybe a potential
misunderstanding. Inspectors are external audit; I am here representing Internal Audit. I am here
as an internal advisory function in terms of that responsibility to the entity whose risk it is.

1265

Q89. Mrs Poole-Wilson: Can I ask how the current framework would address crossdepartmental risk, then, because increasingly as the world gets more complicated and
Government looks to deliver things which of necessity must happen in a cross-departmental way,
without a co-ordinating board at any point how is the governance there to address crossdepartmental risk control and management?
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Mr Hind: I think you are right. Ultimately the Council of Ministers is there as an overseeing
responsibility and ultimately has powers to direct any body in the Government portfolio, be it a
Statutory Board or a Government Department. However, that does not, in my view, make it
responsible for the management of the risk per those statutory functions that have been
delegated via statute to a statutory entity.
There is a reactive element of management but you would really have to talk to a
representative from the Cabinet Office in relation to that management of the corporate risk.
Obviously I view it. Back to how we do our planning, we do look at the cross-risk piece,
procurement being a key thing, GDPR being a key thing. A classic ‘how does Government work’
piece on our programme that we are currently working on – I referred to it earlier – is the DBS,
the barring service checks. That is an end-to-end process which actually covers multiple risk areas
across Government, be it the police function in the Department of Home Affairs actually delivering
the checks, be it the Human Resources shared service area actually managing the appointment
and recruitment of staff to individual Departments with specific risks in terms of safeguarding, be
it Education or Health or vulnerable people.
I certainly take a view in terms of my responsibility and an element of duty of care to try and
look at cross-departmental risks in relation to that, but the overall governance issues and
opportunities in relation to Isle of Man Government as a portfolio of entities I will leave to
someone else to actually solve in five minutes, not me.
Q90. Mrs Poole-Wilson: Just moving on, I suppose building on this theme, another of the
relevant standards pertains to organisational independence. This is Standard 1110 and it states:
The chief audit executive must confirm to the board, at least annually, the organisational independence of the
internal audit activity.

Again, I suppose the question is, in the unique situation you have described Internal Audit in
the Isle of Man, how do you meet that standard?
Mr Hind: In relation to audit committees it would be via those audit committees –
1295

Q91. The Chairman: Talking about Internal Audit – that point (Mr Hind: Yes, sorry.) – in terms
of your reporting to the board, whoever you see as the board in this particular context, the
independence of internal audit.
1300

1305

Mr Hind: In terms of my reporting of it, then that would be primarily through the SIC as a
process. That is the closest thing that we have as a corporate statement in terms of bringing
together all the consolidated Government accounts. It brings together even the entities producing
their own accounts, like Manx Utilities and Isle of Man Post Office, in a consolidated statement.
They do their own Statement on Internal Control as part of those statements but the overarching
Statement on Internal Control would be my mechanism to meet that requirement, in terms that I
am stating in that that we are independent.
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In relation to the underlying risk and how do I demonstrate my independence and why I view
that is actually a very low risk is because I am, as we have just said, internally auditing a portfolio
of separately legal entities, and whilst I am reporting … and I accept as a civil servant I am
appointed by the Public Services Commission and not actually by the Treasury in this instance, so
there is a broader hire and fire type of framework in relation to that ultimate accountability, but
ultimately I statutorily, because I am reporting through to Treasury, independent from those
boards that we are –
Q92. Mr Hooper: What about when you perform internal audit work for Treasury?

1320

Mr Hind: That is the only standard internal relationship in relation to that independence that
has … The reason for that as an inclusion in the audit standards is to manage that relationship and
that would be included in my SIC, which at the end of the day is a Treasury statement. It marries
up. It is a statement in relation to the board.

1325

Q93. Mr Hooper: So the plan that you set out is agreed with the CFO, who is the accountable
officer – who is statutorily responsible for everything, actually, in your view. So you have to agree
the bits you are going to audit with the person being audited, who is statutorily responsible for
making sure these risks are all managed properly?
Q94. The Chairman: And then confirm annually that you are independent of him?
Mr Hind: That is exactly a standard internal audit relationship.

1330

Q95. Mr Hooper: No, a standard internal audit relationship would be, as you have already
explained, with an audit committee, which normally is not the executive people being audited. So
I would suggest actually that the relationship you have with the CFO is probably not standard.
1335

Mr Hind: I would say the audit committee is appointed … You are talking about statutory
responsibilities there, and actually the statutory responsibility is with the Minister – that would
be my interpretation – and not the CFO, and not the chief executive of the organisation in a
Government Department.

1340

Q96. Mr Hooper: You explained earlier that in terms of, say, value for money, control
framework … ‘All the risk is the responsibility of the accountable officer’ I think was the phrase
you used.
Mr Hind: In terms of the governance.

1345

Q97. Mr Hooper: So the accountable officer in Treasury is the CFO?
Mr Hind: Yes.
1350

1355

Q98. Mr Hooper: Not the Minister?
Mr Hind: No, but in terms of the statutory responsibility for the delivery of the services, that
would always be residing with the Minister, or the board in a Statutory Board, and in terms of the
standard dynamic of an audit committee which would be responsible, that would have … The
board, in a dynamic where there is an audit committee, has the statutory responsibility. The chief
executive officer would be a member of the board. There is no change, no difference in that
dynamic in terms of me reporting to a chief executive officer. Albeit there is an element of
separation between delivery of governance and procedures and statutory responsibility, in a
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corporate body that would be the board’s collective responsibility, albeit the chief executive
officer, who in that dynamic … My understanding, from talking with colleagues in similar positions
or in the profession, is it is always the accountable officer who has the audit plan, and the
responsibility of the audit committee is to make sure that that is covering off the generic risk of
the organisation.
Q99. Mr Hooper: So, who performs that function inside Treasury?
Mr Hind: No one at the moment. In terms of that, there is a Government structure.
The Chairman: Okay, we have got to the bottom of that one.

1370

Q100. Mrs Poole-Wilson: How would you describe your relationship with this Committee, the
Public Accounts Committee?
Mr Hind: Unique.
1375

Q101. Mrs Poole-Wilson: There is a lot of uniqueness today. Could you expand, please?
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Mr Hind: Yes. I do see this as a very unique relationship, as evidenced by … The fact that I have
been invited to give formal evidence is an usual experience in relation to this relationship. We
would more often meet periodically on an informal basis and talk through issues that are coming
out of reports, or risks, and to a degree discuss intelligence in terms of risks and priority. So that
in itself, I think, is a fairly unique relationship.
It has been a longstanding relationship. I think it has its benefits and I think it does sometimes
have some downsides for my standard internal audit role. Particularly, that second part of the
Division title ‘Advisory’ is meant to be far more informal on the internal bit and may potentially
impact on the level of trust that I am able to build in terms of advisory services through
Departments that I am effectively reporting to a political scrutiny committee in relation to their
performance or, as we discussed previously, risks and management thereof.
I think it is absolutely unique. I do not think any other chief audit executive is providing a copy
of their internal audit reports to a political Scrutiny Committee, a Public Accounts Committee, in
terms of the parliamentary aspect. Obviously those Scrutiny Committees have an unfettered
discretion in what they ask for, so it is not preventative, but as a business-as-usual sort of
relationship I think it is a fairly unique one – but I stand to be corrected.

1395

Q102. The Chairman: Under normal circumstances PACs tend to rely on reports from the
Auditor General, which brings us neatly on to some of the comments you have made about the
interaction between your office and a potential Tynwald Auditor General.
Mrs Barber.

1400

Q103. Mrs Barber: Picking up on the points you just made before, you talked about the
operation or independence from Treasury and then that varying with the reporting line to the
Chief Financial Officer as well, which I think obviously is something that has caused some challenge
in terms of how there can be that independence. You have obviously given us a brief outline of
how the Auditor General and your roles differ. I wonder if you could just outline that in a little bit
more detail as to how you see those two roles differing.

1405

Mr Hind: There are two potentially confusing factors in terms of my current role and a Tynwald
Auditor General. One, I would say, is my relationship with this Committee and the fact that by
default you receive a copy of all of my audit reports, and so that, as a dynamic, and a longstanding
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dynamic, certainly I can see can lay some ambiguity in terms of separation of those duties. As I
said, I do not see that as an issue in relation to where we go.
Within that context and the issuing of those reports, I think a key difference between a Tynwald
Auditor General and myself is my reports are not published into the public arena as a matter of
course, and my understanding of Tynwald Auditor General reports is that is an absolute statutory
requirement, that whatever is produced by that office hits the public arena and in particular the
political arena. So, a key result of that, and a change that I would say is potentially of benefit in
terms of that Tynwald Auditor General – and this is not me sanctioning or supporting a business
case for it; I am separate from Treasury in relation to that – is that my independence …
And that is the second thing that I think is a unique thing that we talked about. There is a
confusing factor with the Tynwald Auditor General, which is apart from the dynamic with
Treasury, as we have spoken about – which is a standard internal audit dynamic, and I keep
reiterating that – my relationship with all the other designated bodies and relevant bodies under
the Audit Act that I am responsible for providing a service for is, in my view, fully independent and
ultimately my discretion on what is being audited is final, and I defend that. Of course we consult
with the Departments, but I do defend that, and that dynamic I can see as being similar to the
independence that would be striven for and statutorily in there in terms of a Tynwald Auditor
General.
I do think that the benefit we have is being ‘Internal’ Audit. Even though I think we have a good
balance at the moment between me having discretion over the majority of what we are auditing,
and in fact I have discretion over the entirety of what I am auditing … There is a professional
fierceness that you will find in chief audit executives, which is even when they are reporting to a
chief executive, if they feel that they should be auditing an internal audit area they will be fiercely
defending their right to do so and be escalating it as much as possible.
There is a key element there, which is the ability to advise. It is not a clean governance picture,
as we have said. My relationship with the Committee might make it difficult to build trust with
some of the entities I am auditing, my independence from that likewise, but equally I am internal
and the reports are not being published in the public arena. That enables that scope and that
leverage of early advice or more informal advice, sometimes not in the form of a planned piece of
audit work or in response to even a financial irregularity investigation that is not published.
Tynwald generally would not be taking responsibility, even in terms of a duty of care in relation
to anti-fraud risks in Government. We definitely are developing our capability in terms of trying
to monitor and manage anti-fraud risks across the Government portfolio as a part of Treasury in
terms of that support and that responsibility to supervise and control.
Q104. Mrs Barber: You have mentioned a few times the non-publishing of reports and you said
some of the reasons why you would not want to do that. You talked about consideration of maybe
retrospective publishing once there had been an opportunity for rectification. Can you expand a
little bit on whether you know of other internal audit divisions that do publish reports; or equally,
what consideration you have given as to publication of some reports? Has there been any
consideration of that as an option?
Mr Hind: Yes, it has been considered and there have been occasions, I think, in the past where
reports have been published in relation to earlier audits – not the most recent one, Manx Radio,
where a report was published to the floor of Tynwald, effectively, for consideration. There is
opportunity for that, but from my perspective the primary function of Internal Audit is internal,
and that is why it is called Internal Audit.
Where I would consider publication – and it is actually less of an issue because of the
relationship I have with the Committee – is if I am seeing an area where there is actual full
complacency in terms of the management of the risk and a lack of response in terms of the
management of that risk, so when we are talking about lack of follow-up action. But we have
transparency around that in terms of my relationship with the Committee in terms of the
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accountability around that, and I have ability to highlight any real concerns that I would have on
that, either by …
I accept the discussion we had earlier in terms of standing governance structures but there is
a standing governance structure in Treasury, which is that the Treasury board meets every week.
If I have a concern about any element of Government, a serious concern, there is nothing to
prevent me submitting a paper into that Government structure and saying, ‘I am seriously
concerned about this – please can you consider appropriate action?’ and/or, with Treasury
consideration of that, into the Council of Ministers.

1470

Q105. The Chairman: Just on publication, your annual report, is that a published document?
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Mr Hind: No, it is not a published document at the moment. I would have no real objection
either way to it being …
Sorry, picking up on one of the other queries, in terms of do other internal audit functions tend
to publish their reports, I think you will find probably not, even when you see … I have in the past
reviewed what is in the public domain and what practice was, because it has been something that
we have considered in terms of is this a way we would go. But certainly when I did my own albeit
not systematic research, even when you see audit committees in public sector organisations and
what they are publishing, they will be publishing agendas but it is very rare that you will see them
publish audit reports that are being considered by the committee. Without going into the detail
and doing my own detailed risk assessment on that, there is probably a good reason for that being
the standard practice.
Q106. Mr Hooper: Again, there is a difference between publishing … Even when you see an
external report which is published, they do not publish all of the work and all the testing. You get
a report that is essentially a summary of the conclusions and the auditor’s opinion on a particular
statement. Is there a reason that your reports could not be published, actually just the bit that is
the conclusions and recommendations – basically the bit that deals with assurance, that says
‘Actually, I have had adequate assurance over this sector – yes or no – and here are the reasons
why’? Is there a reason why that element of your work could not be published? I appreciate you
would not want to publish all of the nitty-gritty detail behind all of that, much of which is not really
of much relevance anyway to the public.
Mr Hind: I am an auditor and I deal with risk and I am naturally risk averse, so my natural
response to that is to say I would have to think about the risks in that.
I think there are more appropriate ways to achieve that objective than actually the individual
reports in terms of whether … To be fair, there is an element of that in the SIC, where it includes
comments reflected from me in terms of what overall level of assurance I am giving or where the
limitations of scope are potentially in some of that assurance. Whether that could be
supplemented with an additional document, I would certainly consider it in terms of what the
benefits are.
At the end of the day, what are the benefits of that transpiring? What are we trying to achieve,
as opposed to another piece of admin process? We meet some of that transparency, from my
perspective, particularly with the relationship I have with the Committee. There is a very
transparent avenue into the public arena, albeit from my perspective I am comfortable with it
because it is a managed one, it is not an open publication. The benefits of open publication … I am
not sure. Sometimes it feels like it might tick a transparency box but actually not give you any
benefits and what we are actually trying to achieve from that that we are not already achieving in
terms of a core element of external scrutiny or oversight of what is going on across Government
in management of risk.
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Q107. Mrs Barber: In your brief comparison of the functions of the internal/external and the
Auditor General document, you talked about the fact that there were would be more natural
copying of reports to the Auditor General rather than the Public Accounts Committee, which
seems to be a logical conclusion, but if the Auditor General then picked the topics up and chose
to explore them in more detail they would then naturally be publicly available, so would that not
take away from the argument for not having some duty to publish them?
Mr Hind: I think there is discretion in that and certainly that is the model that would be used,
in my understanding, by the Committee anyway, so elements of reports of Audit Advisory Division
have been published in the public domain. It tends to be via, from my current viewpoint, a highly
appropriate governance discernment process by the Committee, which is basically ‘This is relevant
to this issue that we are looking at; this will help and either inform the basis on which the
Committee has come to its conclusions or highlight some of the issues in this area,’ and the
Committee always has the courtesy to ask me if I have objections or would propose redactions,
without fettering any discretion of the Committee, in relation to my assessment of risks of that
being published on a report by report basis.
So there is a dynamic there already in terms of our reports, when appropriate, entering the
public domain and being published. It would not a concern of the Tynwald Auditor General
because there would be a similar sort of governance gateway and discernment process before
that would be happening and I would expect to still have an input into that.
Q108. Mrs Barber: And do you see the Auditor General having a much bigger role in terms of
value for money in a way that you do not have, as we have already explored?
Mr Hind: Yes, absolutely. In terms of my own role, whether in the grand scheme of things they
would be achieving making better impacts on value for money than is being achieved by other
means, by Treasury or via independent specialist reports being created in relation to the SAVE
programme, if you look at that, that was not a standard skills set that produced a lot of those SAVE
reports, they were actually specialists that were outsourced in – if that makes any sense! –
specialists appointed to deliver a specialist understanding in terms of key areas.
Q109. Mrs Barber: And how would you see your team interacting with the Auditor General?
Would you see that as being very much a two-way dialogue?
Mr Hind: I already, as part of good practice, maintain a dialogue with external auditors. It has
to be said it is fairly informal, and external audit standards shifted quite fundamentally in relation
to the reliance they could place on other bodies, so that changed that dynamic a little, but there
is still a relationship there.
The Tynwald Auditor General, for me, is that ultimate representation of external audit, so I
would be copying my reports, I would imagine, to the Tynwald Auditor General because at the
moment, whether it is standard practice across the board, we copy our audit reports to the
external auditors as they currently are, so I would actually say we are to the Committee potentially
a key intelligence resource in relation to that, and also hopefully an element of – I referred to it
before – assurance mapping on both sides.
So, if the Committee or the Tynwald Auditor General are seeing that we have actually done
substantial work in a certain area, it would hopefully mean that they can get best – ironically –
value for money out of their own resource in terms of the areas that they are looking at, and that
has surely got to be a sensible dynamic. Likewise, from my perspective, if there are select
committees looking at something in the current viewpoint, the chances are I will not go and look
at that because a select committee has got far more powers in terms of obtaining evidence etc.
than I have.
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Q110. The Chairman: I have just got one point that I hoped to raise earlier, so it seems a little
bit out of kilter at the moment. I mentioned earlier, in your terms of reference and charter, about
the potential impairment of the Director of AAD if they are developing and installing procedures,
preparing records, engaging in activities which would normally be subject to review or done by
management. In your evidence submission to us you did point out a lot of the things you have
been doing during COVID-19 and some of these … I wondered how you have managed to satisfy
yourself in your own mind that that did not impact on your independence rates on things such as
providing direct business continuity project support to Treasury, development of the new financial
support schemes and operation of Government support. I was just wondering how you have
managed to satisfy yourself that you remain independent and able to scrutinise these areas
despite the fact that it looks like you have been a fundamental part of the creation and
engineering of them.
Mr Hind: A key question. Fundamentally I would say for some of those areas I cannot satisfy
myself on that and I would put a limitation of scope in relation to assurance I am able to give at
the end of this financial year.
These were absolutely unprecedented times. We basically suspended all our normal audit
activity and it was very much a case of all hands to the pump. Some of my involvement and direct
involvement in some of that COVID systems creation … Was it correct at the time for us to be
involved? Absolutely. I would say that my team, and myself included, have a good systems
understanding, we have a good risk understanding and that is a really crucial skill set and a
valuable skill set when Government, as it was, is having to react very quickly and develop new
systems, financial assistance schemes being an opportunity then.
Going into that, in my discussion with the Chief Financial Officer and the Executive Director of
Financial Government I said, ‘I am not going to be able to provide assurance in relation to these
areas; at the end of the day, if you are going to need assurance in some of these areas, then you
are going to have to seek it elsewhere and it will be a limitation of scope on my annual report.’
Q111. The Chairman: I think the one that caught me by surprise was … I think we had a
conversation over the summer when you were actually drafting a response to a Tynwald Question,
and so there was quite an integrated approach back into Treasury.
Mr Hind: I said there is a spectrum in terms of advice. Well, a lot of that work – some of it –
was absolutely beyond that spectrum of advice; it was advice in actually helping to design systems
to deliver these virgin requirements.
The key phrase at the end of the day, which I have heard referred to elsewhere but it is certainly
one that we were using at the time, is ‘balancing of risk’, and this is all about balancing of risk.
There is an assurance risk, absolutely. We can manage some of that assurance risk in some of
those areas and the efficacy of it – I am open to challenge, absolutely – by introducing Chinese
walls in terms of areas that some parts of my team have been involved in and using other parts of
my team to at least provide an element of assurance or challenge in terms of what was undertaken
and control system, but I accept there is absolute limitation of scope in terms of the assurance I
can give.
Q112. The Chairman: These were exceptional times and I would be surprised if that was
something that had happened at any point since you took over as Chief Internal Auditor, but I
suppose the only thing is how do you flag that – how do you then say, ‘Actually my ability to be
independent … I report on that annually, but there are areas where my independence has been …’
through perfectly reasonable reasons about the survival of the entity?
Mr Hind: The prime public document that I would report on that is the statement. That is the
published document. There is an element in that where it says effectively the Chief Financial
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Officer is saying he has received assurances from me in relation to key areas of Government in the
internal control framework. There will be a limitation of scope in relation to that, absolutely. I
think that is the most transparent way to report it.
1620

1625

The Chairman: Are there any other questions?
Thank you very much for coming in and sharing an afternoon with us on a subject which I know
is going to have wide public appeal. It is something that it is really important to tease out and look
at.
I know, as you say, over the years there have been many conversations between Internal Audit
and this Committee. It is a very useful relationship and it was a good opportunity to bring some of
that out into a public forum, so thank you very much for your time and the Committee will now
sit in private.
The Committee sat in private at 4.51 p.m.
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PAC – September 2020 Audit Advisory Submission of Information

To the Public Accounts Committee –
Request for Information from Audit Advisory Division
Prepared by: Stephen Hind, Director of Audit Advisory, Treasury

1.

Background: Request for information

1.1

On 18th August, 2020 the Chair of the Public Accounts Committee contacted the Director of
Audit Advisory and requested the following information to be submitted to the Committee:
• Are the terms of reference and charter dated 1 April 2011, and the Government

•
•
•
•

•
•
•
1.2

Internal Audit Standards dated January 2011 the versions in force? If not please
can you provide a copy of the latest versions.
A copy of the last AAD annual report undertaken.
A copy of the latest AAD annual audit plan.
A copy of the last external review of AAD.
A copy of the latest assessment on the adequacy and effectiveness of Government’s
processes for controlling its activities and managing its risks. Is this the same as the
Annual Internal Audit Needs Assessment?
What have AAD officers been doing during the Covid19 emergency?
In outline terms, how you would see your work as complimenting or conflicting with
the role of a Tynwald Auditor General?
A copy of the latest AAD structure chart.

It is understood that the context for this request is primarily to assist the Committee to:
•

understand the role and function of the Audit Advisory Division of the Treasury;

•

understand the potential impact of the introduction of the role of Tynwald Audit
General on the work of the Division.

1.3

Accordingly the information requested is provided below and within the enclosures included
with this submission.

2.

AAD Terms of Reference etc.

2.1

Technically the 2011 ToR and GIAS are still the approved & published versions, however it is
planned to review and update these.

2.2

Accordingly to assist the Committee in relation to its understanding of the current functions
of the Division enclosed as Annex 1, is the ‘Draft for Consultation’ version of the proposed
updated Terms of Reference which was originally developed in January 2020.

2.3

However in consideration of the planned External Quality Assessment (EQA) of the Division,
it was agreed with the Chief Financial Officer to defer the updating of the ToR and Standards
until the conclusion and findings of that review (see also paragraph 5 below).

2.4

In addition and whilst not directly requested, also enclosed as Annex 2 is the Division’s
Service Delivery Plan for the current financial year. This may also assist the Committee in its
understanding of the Divisions work.
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3.

Latest Annual Report

3.1

Enclosed as Annex 3 is the Director of Audit Advisory’s 2018-19 Annual Report.

3.2

The finalisation of the annual report forms a core part of the Government’s Statement on
Internal Control (SIC) development and the 2019-20 SIC has been delayed due to the impact
of Covid-19.

3.3

It is anticipated that the Director of Audit Advisory’s 2019-20 Annual Report and SIC will be
finalised by the end of September and the 2019-20 report will be provided to the Committee
shortly after its completion.

4.

Latest Audit Plan

4.1

A copy of the current 2019-20 audit programme has been extracted from the Division’s Audit
Management System and is enclosed as Annex 4.

4.2

It should be noted that due to Covid-19 the Division’s standard audit work was suspended
from March (2020) through to June.

5.

Last External Review (EQA) of Audit Advisory Division

5.1

The last external review of the Division was undertaken in 2015 by Baker Tilly and is enclosed
as Annex 5.

5.2

An external review of the Division was planned for May 2020, with the Chief Financial Officer
appointing two experienced Heads of Internal Audit to undertake it (the HIA of the House of
Lords and the HIA of Ordnance Survey) however has subsequently been deferred due to
Covid-19. The proposed Terms of Reference for that external review are enclosed as Annex
6.

6.

Latest Assessment Undertaken by Audit Advisory Division

6.1

The Division’s 2018-19 risk review (based upon the Department submissions as a part of the
annual Statement on Internal Control process is enclosed as Annex 7.

7.

Audit Advisory Division Activities during Covid-19

7.1

As noted previously, due to the impacts of Covid-19, the Division suspended its programmed
audit activities from March through to the end of June.

7.2

During this period the Division has been involved in the following key support activities (some
of which are ongoing):
• Providing direct business continuity project support to the Treasury and its
operational Divisions;
• Advising and assisting in the development of the new Financial Support schemes
and in particular their governance and administrative systems;
• Assisting with compliance checks on payments being made (Coronavirus
Business Support Scheme);
• Undertaking independent reviews (‘appeals’) for the Salary Support Scheme;
• Providing project and operational governance support for the Track & Trace
project.
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•

Co-ordinating an anti-fraud strategy in relation to the inter-relation of the
primary Financial Support Schemes.

8.

Introduction of the Tynwald Auditor General

8.1

Enclosed as Annex 8 is a paper giving consideration to the interaction of the roles of the TAG,
External Audit and Audit Advisory Division.

9.

AAD Structure Chart

9.1

This can be found within the enclosure at Annex 2 (page 14).

Stephen Hind
Director of Audit Advisory
3rd September, 2020
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1 MISSION AND SCOPE OF WORK
The mission of Treasury’s Audit Advisory Division (AAD) is:
To enhance and protect organizational value across the Isle of Man Government
by providing risk-based and objective assurance, advice, and insight.
AAD aims to support Government in the accomplishment of its objectives by bringing a
systematic, disciplined approach to evaluate and improve the effectiveness of risk
management, control, and governance processes.
The requirement for a system of Internal Audit is specified in the Audit Act 2006 and associated
Accounts and Audit Regulations 2018. The Isle of Man Government Financial Regulations
require all Government Departments, Offices and Statutory Boards to use AAD for the delivery
of those services. The standards to which Audit Advisory should operate are set out in the Isle
of Man Government Internal Audit Standards which should be read in conjunction with these
Terms of Reference.
The scope of the work of the Audit Advisory Division is to determine whether the Government’s
framework of risk management, control, and governance processes, as designed and
represented by management, is adequate and functioning in a manner to ensure:
•
•
•
•
•
•
•

Risks are appropriately identified and managed.
Significant financial, managerial, and operating information is accurate,
reliable, and timely.
Employees’ actions are in compliance with policies, standards, procedures, and
applicable laws and regulations.
Resources are acquired economically, used efficiently, and protected
adequately.
Programs, plans, and objectives are achieved.
Quality and continuous improvement are fostered in the Government’s control
process.
Significant legislative or regulatory issues impacting the Government are
recognised and addressed properly.

It is the responsibility of each Accountable Officer to determine the precise nature and quality
of the controls in the various systems that exist within his Department.
The Division is also responsible for:
•

maintaining the IOM Government Financial Regulations;

•

maintaining and monitoring the organisation’s anti-fraud strategy;

•

undertaking independent investigations in relation to Financial Irregularities, Tender
Appeals and any Whistleblowing reports made to the Division;

•

providing advice to the Treasury’s Audit (Consultative) Committee in relation to the
operation of the Audit Act 2006;
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2 APPOINTMENT AND ACCOUNTABILITY
The Head of AAD, the Director of Audit Advisory will be appointed on the approval of the Chief
Financial Officer, all other officers within the Division will be appointed on the approval of the
Director or a senior officer within the Division.
In the discharge of his/her duties the Director is accountable to the Chief Financial Officer,
Treasury; and the Audit & Risk Committees of the Manx Utilities Authority and the Isle of Man
Post Office (in relation to their entities) to:
•
•

•

Provide annually an assessment on the adequacy and effectiveness of the Government’s
processes for controlling its activities and managing its risks within the scope of its work.
Report significant issues related to the processes for controlling the activities of the
Government and its affiliates, including potential improvements to those processes, and
to provide information concerning such issues through to resolution (this last
requirement is not applicable to the Isle of Man Post Office).
Provide information periodically on the status and results of the annual audit plan and
the sufficiency of AAD’s resources.

The Director of AAD also has a responsibility to all other Accountable Officers within
Government. This is to provide advice on the adequacy and effectiveness of individual systems
and processes for controlling activities and managing of risks within that Accountable Officer’s
Department, Board or Office. The extent of this advice will depend upon the content of the
Internal Audit Plan.

3 INDEPENDENCE
AAD achieves its objectives by undertaking a number of reviews each year which are
determined through the AAD Annual Internal Audit Needs Assessment Process.
These
reviews are encompassed within the periodic audit plans which are prepared by the Director
of AAD. Although AAD is based within the Treasury and Audit Advisory’s strategy and periodic
plans will be agreed with the Chief Financial Officer, the selection of reviews is not hindered
or restricted in any way by either the Treasury Minister, the Treasury Member(s), the Chief
Financial Officer or any other officer of the Treasury. The Treasury’s operations are subject to
review like those of any other Government Department.
The internal audit programmes for the Manx Utilities Authority and the Isle of Man Post Office
will also be agreed with their respective Audit and Risk Committees.
The Council of Ministers, Ministers/Members and Accountable Officers are free to request
reviews and investigations because they are either aware of areas of concerns which warrant
investigation or are interested in specific operations within their Department being reviewed.
However, these latter reviews must fall within the remit of AAD, that is, the work undertaken
has to be in accordance with its objectives. Accountable Officers should not request reviews
that should be encompassed within the day-to-day duties of officers within their own
Department.
The timing of these reviews, unless because of their nature they warrant immediate action
Page 4 of 7

76

[DRAFT FOR CONSULTATION]
TREASURY - AUDIT ADVISORY DIVISION
TERMS OF REFERENCE AND CHARTER
(irregularities etc.), will need to be determined with consideration of the relative priority of all
other AAD planned assignments.
The Director of AAD and/or any officer from AAD should have no direct responsibility or any
authority over any of the Government’s activities or operations which are subject to review.
The objectivity of the Director of AAD and/or any officer from AAD would be impaired if, for
example, they developed or installed procedures, prepared records, or engaged in activities
which would normally be subject to review. It would then not be possible for the Director of
AAD to give impartial advice.
The Director of AAD and/or any officer from AAD are not responsible for the satisfactory
operation of systems of control as this is a responsibility borne by the Accountable Officer of
each Department.

4 PROFESSIONALISM
The Director of Audit Advisory must be a qualified accountant or internal auditor.
All Officers within the Division must be qualified, or working towards qualification in one or
more of the following professional areas:
• internal audit;
• accountancy;
• data protection;
• ISO Standards;
• anti-fraud and investigatory procedures.
All Officers of the Division are required to meet and uphold the highest ethical standards as
outlined within the Isle of Man Corporate Governance Principles, the Financial Regulations
Values and our Internal Audit Code of Ethics in relation to:
• Integrity
• Objectivity
• Confidentiality
• Competency

5 AUTHORITY
The officers from AAD carry out a review by interviewing Government employees in the area
concerned, by ascertaining, documenting and evaluating the systems in operation, by
observing and testing transactions and by examining records. To properly carry out a review
Page 5 of 7
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the Director of AAD needs certain authorities granted to him/her and these are listed below.
The Director of AAD and/or any officer from AAD has full and complete access at all times, to
all records, documents, files and correspondence of every Government Department and
Statutory Board. This access does not apply to information which is statutorily confidential,
for example, the Council of Ministers’ papers. Access to these papers, if necessary, would need
the approval of the Chief Minister.
The Director of AAD is entitled to require the provision of information and explanations from
all Government employees who are involved with the review. Records, documents and
correspondence given to the Director of AAD or officers from AAD during a review will be
handled in the same prudent manner as by those employees normally accountable for them.
Detail information obtained to produce reports by AAD will not ordinarily be disclosed to any
other parties.
The Director of AAD and/or any officer from AAD may also inspect all cash, stocks, books,
documents, property, etc appertaining in any way to the finances of the Government and its
officers.
The Director of AAD and staff of AAD are not authorised to:
•
•
•

Perform any operational duties for the Government unless officially seconded. The
Director of AAD will then agree that sufficient arrangements are in place to ensure
objectivity for future reviews.
Initiate or approve accounting transactions external to Audit Advisory Division.
Direct the activities of any Government employee not employed by Audit Advisory
Division, except to the extent such employees have been appropriately assigned to
auditing teams or to otherwise assist the internal auditors.

6 REPORTING
To try to generate action which will lead to an enhancement of internal control arrangements,
a written draft report will be prepared and issued to the relevant Accountable Officer following
the conclusion of the reviews. The aim of the report is:
•
•
•

To provide assurance over the adequacy of the control environment for a specific process
or activity;
To prompt management action to implement recommendations for change leading to
improvement in performance and control;
To provide a formal record of matters arising from the audit and agreements reached with
management.

The principal findings will, however, have already been discussed between the officer(s) from
AAD undertaking the review and the employees from the Department directly involved with
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the system under review (these will not be discussed with officers from any other
Department).
After proper consideration has been given to the report, each Accountable Officer should
formally respond, that is, provide written management comments to the recommendations
contained within the report. The response should indicate what actions are to be taken or
have been taken in regards to the recommendations. If the former, then a timetable for the
anticipated completion of the action, should also form part of the response.
Copies of the final assurance reports will encompass the response to the recommendations.
Reports will be provided to the relevant Accountable Officer and Minister, Chief Financial
Officer, the Central Government Public Auditors and the Standing Committee on Public
Accounts.
If Accountable Officers decide not to implement recommendations contained within a report,
then the required improvements to the control environment, for which they are responsible,
will not be made. For all major reviews, a follow-up audit will be undertaken to ascertain
precisely what action has been taken to implement the recommendations. Again, a report will
be issued after completion of the follow-up audit.
In those instances where agreed recommendations have failed to be implemented or where
it appears that the Accountable Officer has failed to respond to a draft report within a
reasonable timescale then the Minister and Accountable Officer concerned may be invited to
explain to the Treasury the reasons for the necessary improvements to the control
environment being delayed or not being made.
The annual report of the Director of AAD will be timed to support the derivation of the
Government’s Statement on Internal Control (SIC).

Signed

Chief Financial Officer

Director of AAD

January 2020
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2020-21 Audit Advisory Division Assurance Programme

Department
CAB
CAB
CAB
CAB
CAB
CAB
CAB
CAB
CAB
COMS
DEFA
DEFA
DEFA
DEFA
DEFA
DEFA
DESC
DESC
DESC
DESC
DESC
DESC
DESC
DESC
DESC
DESC
DfE
DfE
DfE
DfE
DfE
DfE
DfE
DfE
DfE
DHA
DHA
DHA
DHA
DHA
DHA
DHSC
DHSC
DHSC
DHSC
DHSC
DHSC
DHSC

Title
Department Follow-Up Reports CO - 2020-21
GDPR CO Implementation Review
Government Technology Services - Heatcall Management
Office of Human Resources - LEAD (General Review)
PiP Payroll - Phase 2
PiP Phase 1: Payroll
Planning Appeals Administration
Procurement Policy Implementation Review
Public Health Directorate-PPE Procurement
Communication Commission - Radio Communications
Agricultural Development Scheme - Efficacy
Environment
Fisheries, legislation, policies and enforcement
Legislation, policy and enforcenment
Procurement Policy Implementation Review (DEFA)
Wildlife Park - Ticketing/subscription management
Procurement Policy Implementation Review
SAR Henry Bloom Noble Primary School
SAR Willaston Primary School
SAR: Braddan Primary School
SAR: Laxey
SAR: Onchan
SAR: Scoill yn Jubillee
SAR: St John's School
SAR: Victoria Road
Student Grants, Loans and Fees
ARDIS Accounts Receivable
DfE Chief Executives Office - Executive Agencies (Governance)
Enterprise Support - Coronavirus Business Support Scheme
Financial Assistance Scheme Administration
GDPR DfE Implementation Review
MAVIS Accounts Receivable
Motorsport - TT Pandemic Response
Procurement Policy Implementation Review
Visit Agency - Coronavirus Strategic Capacity Scheme (Tourist Accommodation)
Department Follow-Up Reports DHA - 2020-21
Department of Home Affairs - Criminal Justice Strategy (Governance & Reporting)
GDPR DHA Implementation Review
Procurement Policy Implementation Review
Time Management
Training & Development
Adult Services - UK Placements
Bank Staff Management
Bank/Temporary Staffing (Senior)
Breast Screening
Cash Handling/Patient Valuables
Cervical Screening
Contract Management
83

DHSC
DHSC
DHSC
DHSC
DHSC
DHSC
DHSC
DHSC
DHSC
DHSC
DOI
DOI
DOI
DOI
DOI
DOI
DOI
DOI
DOI
DOI
DOI
DOI
DOI
DOI
DOI
DOI
DOI
DOI
DOI
DOI
DOI
EXG
EXG
FSA
IOMG
MUA
MUA
MUA
MUA
MUA
MUA
MUA
MUA
MUA
MUA
MUA
MUA
PO
PO
PO

Crisis Response Home Treatment Team (CRHTT)
Department Follow-Up Reports DHSC - 2020-21
Foetal Screening
GDPR DHSC Implementation Review
Nobles Hospital - Bed Management
Nobles Hospital New Born Blood Spot Testing
Pharmacy (subject to ANA programme)
Procurement Policy Implementation Review
Stocks & Stores
Urgent GP Referrals
Department Follow-Up Reports DOI - 2020-21
Department of Infrastructure - Corporate Communications
FSS: Vehicle Maintenance and Repair (SLA Deliverables)
GDPR DOI Implementation Review
Highway Services Division - Stocks & Stores - Diesel
Highway Services Division - Stocks & Stores - Glen Duff Depot
Highway Services Division - Stocks & Stores - Quarries
Highways Services Division - Stocks & Stores - Salt
Minor Capital Works Procurement
Ports Division - Coastguard Services
Ports Division - Ports Operational Reporting
Procurement Policy Implementation Review
Public Sector Housing: Void Housing Management
Public Transport - Fleet Shared Services -Vehicle Procurement
Reactive Maintenance on Govt properties (SLA Deliverables)
Reactive Maintenance Service
Stocks & Stores - Fleet Shared Services - Ellerslie
Transport Services Division - Heritage Railways (Scheduling & Charging)
Transport Services Division - Stocks & Stores - Buses
Transport Services Division - Stocks & Stores - Railway Retail
Transport Services Division - Stocks & Stores - Railway Track
Department Follow-Up Reports EXG - 2020-21
Procurement Services - Post-Transfer
Chief Executives Office - Programme/Project Management
Multi-Agency - DBS Checks
MU Business Continuity Planning
MU Deep Dive Assessment - SCADA system (recommended by Deloitte)
MU Flood Risk - Follow Up to the "Flow Conveyance review of the River Glass"
MU Gas and Power Procurement (Change management/transitional arrangements)
MU Health & Safety - Training and Culture
MU Information Security
MU Long Term Financial Plan - Monitoring & Reporting
MU Maintenance Programme - Electricity Networks
MU Maintenance Programme - Power station (CCGT only)
MU Maintenance Programme Gas Network
MU Major Capital Expenditure
MU Water - ISO IA5 Leaks Management
Administration of the Pension Scheme
Board and Committees
Expenses
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PO
PO
PO
PO
PO
PSPA
TRE
TRE
TRE
TRE
TRE
TRE
TRE
TRE
TRE
TRE
TRE
TRE
TRE

ICT/ISO 27001 based review (excluding IMS)
Investment Management
Migration of Cashier Facility
Production Management System
Vehicle Maintenance
Multi Agency - Superannuation Administration
Case Management
Coins etc. Stock & Inventory Management
Customs & Excise - VAT Registration process
Department Follow-Up Reports TR - 2020-21
Financial Governance Division - Bank Reconciliations
Financial Governance Division - Cash Flow Management
Financial Governance Division - Payment Generation (BACS/Faster Pay/Cheque)
GDPR TR Implementation Review
Procurement Policy Implementation Review
Social Security Division - Manx Earnings Replacement Allowance
The Treasury - C-19 - Salary Support Scheme Audit
The Treasury - C19 - Salary Support Scheme Reviews
The Treasury - Covid-19 Inter-Scheme Financial Assurance
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Review of Internal Audit Activity and Annual Assurance for 2018-19
Background
1.

Isle of Man Government Internal Audit Standards (GIAS) state that the Head of Internal Audit must
provide the Chief Financial Officer with an opinion on the overall adequacy and effectiveness of the
framework of governance, risk management and control. This assurance should be timed to support
the Statement on Internal Control.

2.

The work of the Division generally falls within three main assurance areas: planned Audit/Assurance
Reviews; internal investigation work; and advisory & governance support. A summary for each of
these areas is provided below.

3.

The organisational scope of the work of the Division covers all Government Departments, Offices and
Statutory Boards. Treasury has provided a shared internal audit service for the non-revenue funded
statutory boards, the Manx Utilities Authority and the Isle of Man Post Office, since 2013/14. These
are covered by their own specific Service Level Agreement and are cross charged for the services
provided.

4.

This report contains my annual opinion for 2018-19 and provides an overview of the audit and
assurance work which have influenced the formulation of my opinion.

Audit/Assurance Reviews during 2018-19
Audit Needs Assessments
5.

Audit resources are directed on the basis of the Audit Needs Assessment (ANA) which is undertaken
on an annual basis. An ‘audit universe’ has been developed which is based upon all IOM Government
Cost Centres, which generally represent the IOM Government’s high level operational objectives. The
ANA process considers the key risks across this audit universe and considers priority audit assignments
for those cost centres. From this ‘pool’ of potential audit assignments a 12 month programme of work
is produced based upon the financial year. However the programme is designed to be flexible in order
to accommodate the various elements of unplannable assurance work that may be required during
the year e.g. financial irregularity or whistleblowing investigations; tender appeals.

6.

Each assignment on the programme results in an audit report which provides an opinion on the
adequacy of the controls and two sub opinions, based on the robustness of the design of the control
framework and on the adequacy of the operation of the controls.

Assurance levels
7.

The annual report is a culmination of a reporting process delivered throughout the year. Annex 1:
contains a summary of the 2018-19 audit assignments that I have considered in the formulation of
my annual opinion.

8.

In developing my annual opinion I have primarily considered all audit assignments that have been
finalised during this financial year, however I have also considered those audit assignments that have
progressed through to draft reporting stage as our audit work has been sufficiently completed to
influence that opinion.

9.

A total of 41 audit assignments have been finalised during the year and issued as a final report during
2018-19 and summary information is provided below in relation to those finalised audit assignments.
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10. The Framework used for determining the level of Assurance given for each audit is derived from the
following table:

11. The assurance levels within the reports noted above were as follows:
Assurance Level

Number
2018/19

Number
2017/18

Number
2016/17

Limited

5

3

4

Adequate

30

29

32

Substantial

5

7

6

N/A

1

3

5

Total

41

42

47

12. Those areas receiving limited assurance are as shown below.
Department

System

DHSC

Isle of Man Ambulance Service

DHSC

Prescription Charges

DHSC

Department Business Continuity Planning

DHSC

Theatres - utilisation

DOI

Business Continuity Planning

13. Within these reports One fundamental recommendation was raised (Theatres Utilisation).
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Opinion analysis
14. The overall opinion/assurance level produced for the majority of our full audits is built up from an
opinion on the adequacy of the control design and a further opinion on the operation of any applicable
controls.
15. There are 4 standard objectives, which are derived from the COSO 1 model, that provide a standard
model for the assessment of systems, are also considered for each audit, and consists of the:
1. Standards, objectives and related risks are properly defined, communicated and managed.
2. Operational controls are adequate, effective and reliable.
3. Managerial and supervisory controls provide effective monitoring.
4. Management information and reporting mechanisms are adequate, effective and reliable
16. Additional information in relation to these categorisations is provided at Annex 2.
17. There was one Fundamental recommendation made during the period; there were a number of
significant recommendations made.
Department

Number of
Number of
Significant
Audits
Completed Recommendations
Made

CO

1

3

DEFA

1

1

DESC

3

4

DfE

2

4

DHSC

7

21

DOI

4

13

SB (FSA)

1

2

IOMPO

8

14

MNH

1

3

MUA

11

15

T

2

4

41

84

Total

Committee of Sponsoring Organisations a joint initiative of five private sector organizations, established in the
United States, dedicated to providing thought leadership to executive management and governance entities on
critical aspects of organizational governance.

1
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Data Protection Preparedness Reviews
18. In addition to the full assurance reviews outlined above, AAD also facilitated individual GDPR (General
Data Protection Regulation) self-assessment reviews for the primary Government
Departments/Boards in order to assist in their preparations for the implementation of this significant
change. Whilst these resulted in summary reports being issued for each Department, as they were
not subject to significant independent verification work by the Division they have not been included
within the reports issued above.
19. The Division intends to undertake further and more standard independent assurance work in relation
to GDPR over 2019-20.

Follow up work
20. At the end of 2018-19 AAD introduced a revised approach to our follow up review work in relation to
recommendations made. Whereas previously follow up work was focused at an individual audit report
level, now a full recommendation register is maintained of all recommendations made across
Government Departments (and the MUA).
21. The status of recommendations made by Audit Advisory Division (AAD) is subject to ongoing review
by AAD. This currently takes the form of a questionnaire issued approximately every 6 months to the
main Departments and Statutory Boards requesting an update on the status of any outstanding
recommendations previously made (with the exception of the IOM Post Office who undertake their
own follow up procedure).
22. The Division makes recommendations at three levels of priority:

•
•
•

Merits Attention
Significant
Fundamental

23. Merits Attention recommendations can be closed by management.
24. Where Significant or Fundamental recommendations are stated by Management as being
implemented, Audit Advisory undertake an independent verification of the action taken prior to
formally closing the recommendations.
25. Overall it was determined that reasonable progress had been made at a Government level in
implementing recommendations and a summary of the time taken to implement recommendations
and the age of outstanding recommendations, as at that time, is provided in the charts below.
26. Recommendations that have been implemented:
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27. Recommendations Outstanding (by age):

School Assurance Reviews
28. Included within 2018-19 assurance work are a number of School Assurance Reviews within schools
across the Island, with the scope of these reviews providing assurance over 7 key risk areas:

No

Objectives
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Financial Compliance
1

To ensure financial controls are in place to protect public funds against misuse; to ensure that proper
procedures are undertaken within financial operations and to co-ordinate financial policy at officer level.
Performance Management

2

3
4
5

To be able to demonstrate proper accountability for performance and effectiveness in the delivery of
services and the use of resources.
Risk Management
To establish and maintain a systematic strategy, framework and process for managing business risk.
Health & Safety
To comply with Health & Safety legal requirements.
Property Management
To prevent unauthorised physical access, damage and/or disruption to the organisation’s premises.
Human Resources

6

Staff learning and development is encouraged and supported as a means to enhance individual and
organisational performance.
Information Management

7

To ensure that information is processed in accordance with relevant statutory and regulatory
requirements

As part of the ongoing School Assurance Review program, reviews were undertaken at four locations
during the year, two of which were finalised in the year with the following Assurance levels given:
School

Assurance Level

QE2, Peel

Substantial

Peel Clothworkers

Adequate

Non-Revenue Funded Statutory Boards
29. The Division is required to provide Internal Audit services for the two non-revenue funded Statutory
Boards in accordance with its Service Level Agreements with those entities and reports directly to
their respective audit committees. These assignments have been included within the 2018-19
assurance information above.

Internal Investigation Work During 2018-19
Anti-Fraud and Corruption
30. Part of the Internal Audit programme has been the continued promotion of the Anti-Fraud and
Corruption Strategy. This has included putting in place procedures to regularise the approach for
dealing with suspected irregularities. Under Financial Practice Note FPN A.03: Financial Irregularities,
any member of staff suspecting a financial irregularity is required to report the matter via the
appropriate route as described within FPN A.03.
31. During the year the Director, Audit Advisory was notified of a total of 29 Financial Irregularities,
resulting in 13 being investigated by AAD.
FD 11/ FPN A.03 Reports received
Total
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Action taken
Investigated by Department

15

27

Investigated by Audit Advisory

13

7

Ongoing Police Investigation

1

1

Control Improvements

4

8

No action

6

0

Police Investigation

2

1

Added To Audit Plan

3

9

Ongoing

16

7

Pending

2

2

Outcome*

Note - Some investigations result in more than one category

Tender Appeals
32. The Audit Advisory Division, has in line with the Treasury Tender Appeals Procedure (May 2011)
conducted a number of independent reviews where a tenderer has claimed that they have been
harmed during a tender exercise in one or more of the following ways:
•

Equity – they have not been dealt with in an equal manner when in comparison with the other
tenderers.

•

Fairness – they have not been treated fairly when in comparison with the other tenderers.
Reasonableness – those undertaking the tender on behalf of the Government have acted
unreasonably.

33. The result of Tender Appeals made during the year are listed in the table below:
Tender Appeal

Outcome
Appeal Denied
Appeal Denied
Appeal Denied
Appeal Denied

Advisory & Governance Support Work
Forensic Accountancy Support
34. The Division also provides forensic accountancy support to the Isle of Man Constabulary and the
Economic Crime Unit and a separate Service Level Agreement is in place to cover this service provision,
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stipulating resourcing of up to 2 days per week at accountant level and up to 5 days per week at
analyst level.

Revisions to the Isle of Man Government Financial Regulations
35. The Audit Advisory Division is currently responsible for monitoring and proposing updates to the Isle
of Man Government Financial Regulations.
36. A material change was made in June 2018 (see Appendix 4) with the publication of a fully revised and
modernised set of Financial Regulations, with 6 categories of Financial Directions, and a completely
new set of Financial Practice Notes (FPN’s) linked to those Directions, which are mandatory for all
Ministers, Members, Officers and employees.
37. The June 2018 Financial Regulations also introduced a mandatory requirement to enable the core
principle of ‘comply or exempt’, so if an officer does feel it appropriate to comply with a mandatory
requirement then they must document, explain and obtain prior approval for any proposed noncompliance.
38. The Division developed (with the assistance of Government Technology Services) a fully work-flowed
electronic exemption process to facilitate this.
39. The Financial regulations are subject to continual review and amendment, and following a 3 month
post implementation review, a further update was published in November 2018.
40. A key part of the modernised regulations was the introduction of online training for all officers. The
Division designed and implemented appropriate online training modules (with the assistance of OHR
LEAD) which were made available via E-Learn Vannin. These included the Isle of Man Financial
Governance Foundation Course that is mandatory for all officers; guidance handbooks have also been
made available to further complement various aspects of the regulations.

Statement on Internal Control (SIC)
41. The Division is responsible for managing the process by which the Government’s annual consolidated
SIC is produced. A key element of this is the use of an electronic self-review assurance questionnaire
(SRQ) designed by Internal Audit and completed by each senior manager across Government which
are then subsequently reviewed and approved by their Chief Officers via a Departmental (or Office)
Assurance Certificate.
42. A separate report reviewing and analysing the Self-Review Questionnaire responses has been
produced and has also been considered in the determination of the consideration of my overall level
of assurance
43. This report is also a key annual input into Audit Advisory’s Audit Needs Assessment.

Audit Act 2006
44. In addition to its Government assurance work, assisted the Treasury Audit (Consultative) Committee
in undertaking an amendment to the Accounts and Audit Regulations 2018 with the progress of the
SD2019/0115 Accounts and Audit (Amendment) Regulations 2019 (approved by Tynwald in March
2019) and with the drafting of Treasury directions.
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Overall Opinion
45. I consider that the overall level of output from the system of Internal Audit has been satisfactory to
meet the needs of IOM Government.
46. Based on work performed by the Audit Advisory Division I am able to provide adequate assurance
on the overall adequacy and effectiveness of the Government’s framework of governance, risk
management and control.

Stephen Hind FCCA
Director of Audit Advisory
9th August 2019
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Annex 1

Assignments Finalised in 2018-19
(Data Analysis provided within this Annual Report)
Department/
Board

CO

Audit/Assurance Assignment

External Relations Division - Travel & Subsistence

Level of Assurance

Adequate

DEFA

The HMO Registration Process

Substantial

DESC

School Assurance Review - Peel Clothworkers

DESC

school Assurance Review - QE2

Substantial

DESC

Education Improvement Service

Adequate

DfE

Work Permit Application Processing

Adequate

DfE

Motorsport Financial Management

Adequate

DHSC

Catering Services - Income and Cash Management

Adequate

DHSC

Isle of Man Ambulance Service

DHSC

Medical Funding Requests

DHSC

Prescription Charges

Limited

DHSC

Department Business Continuity Planning

Limited

DHSC

Theatres - utilisation

Limited

DHSC

District Nursing - Service Review

Adequate

Limited
Adequate

Adequate

DOI

Business Continuity Planning

Limited

DOI

Highways Asset Utilisation

Adequate

DOI

Insurances - Fixed Assets

Adequate

DOI

Transfer of Functions (Highway Maintenance)

Adequate

FSA

Enforcement

Adequate

MNH

Real Estate Management

Adequate

MU

Job Costing

Adequate

MU

ISO 9001 Gap Analysis

Adequate

MU

Contract Management

Adequate

MU

Insurance

Adequate

MU

Stocks and Stores

Adequate

MU

ISO Assurance IA1

Adequate

MU

ISO Assurance IA2

Adequate

MU

Capacity Management

MU

Water Treatment Works Maintenance Regime

Adequate

MU

Creditors and Ordering

Adequate

MU

Sampling and Analysis

Adequate

Substantial
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Assignments Finalised in 2018-19
(Data Analysis provided within this Annual Report)
Department/
Board

Audit/Assurance Assignment

Level of Assurance

IOMPO

GDPR Readiness

N/A

IOMPO

Creditors & Ordering

Adequate

IOMPO

Foreign Exchange

Adequate

IOMPO

IT Support

IOMPO

Navision Role Profiles

Adequate

IOMPO

Vehicle Maintenance

Adequate

IOMPO

Parcels

Adequate

IOMPO

Marketing

Substantial

Substantial

Treasury

Seizure or Detention of Goods

Adequate

Treasury

State Pension Benefits

Adequate

Audit Assignments at Draft Reporting Stage at the 2018-19 Year End and also
considered for this audit opinion

Department/
Board

CO

Audit/Assurance Assignment

OCSIA

DEFA

Environment

DEFA

Agricultural Development Scheme - Efficacy

DEFA

Procurement Policy Implementation Review

DESC

Capital Programme

DESC

Schools Assurance Review: Scooil Valajeelt

DESC

Schools Assurance Review: Bunscooil Rhumsaa

DHA

Fire Regulation Inspections Programme

DHSC

Registration & Inspection Unit (R&I)

DHSC

Learning & Disabilities: Service Provision

DHSC

Bowel

DHSC

Catering Services - Accounts Payable

DHSC

Procurement Policy Implementation Review

DOI

Time Management: Caretakers & Cleaners

DOI

Stocks & Stores (multiple areas)

SBRF

Complaints

MU
MU

Subsidiary Companies
Transition to a revised system of Risk Management*
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Audit Assignments at Draft Reporting Stage at the 2018-19 Year End and also
considered for this audit opinion

Department/
Board

Audit/Assurance Assignment

MU

H&S Sewage Treatment Works

MU

GDPR Implementation Progress

IOMPO

Stamps & Coins Stock Control
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Annex 2

Extract from Internal Audit Manual, standard system objectives
1.

Standards, objectives and related risks are properly defined, communicated and managed.

Whilst the high level rules and policies will have been set for government in the control framework,
the section is all about ensuring that there is specific definition, communication and understanding of
that Policy framework to ensure its implementation. Therefore examples of the areas controls might
cover are:
•
Service or business plans are in place specifying the objectives for the area under
consideration
•

Performance indicators are in place

•

A process in place to ensure that risks are identified and recorded

•

An officer has responsibility for ensuring that operational procedures are developed to
supplement policy direction

•

Officer ensures that service levels are specified and agreed

•

Process is in place to ensure that contract risks are fully considered and reflected in
contract specifications

•
An officer has responsibility for ensuring that standards, objectives and risks are
communicated
•
2.

Contingency plans have been developed and are in place

Operational controls are adequate, effective and reliable.

This aspect considers the controls that will be in place to deliver the objectives, meet the standards
and manage the risks of the area under consideration. Example areas for controls might include:

3.

•

Purchasing controls (i.e. order raising, invoice signing)

•

Contract controls (letting, management and monitoring controls)

•

Stock controls (ordering, issuing, reordering, stocktaking...etc.)

•

Cash controls (receipt, banking frequencies)

Managerial and supervisory controls provide effective monitoring.

The area considers the adequacy of the management of the individuals responsible for the delivery of
the operational activities. These tasks would typically be undertaken by middle management.
Example areas for controls might include:
•

Authorisation controls (i.e. budget sign off, invoice or contracting sign off)

•
Monitoring controls (independent stock checks, quality control samples, reconciliation
checks and
sign off)
4.

Management information and reporting mechanisms are adequate, effective and reliable.

This area concerns the receipt of meaningful, periodic and timely information and the escalation
process where there are problems with the processes and systems. This activity would generally be
carried out by senior management, board members and politicians. Example areas for controls might
include:
•

What type of performance information is produced, ideally it should be defined in the
first objective area above, or at least that would have an influence on it.

•

Who receives the information (i.e. does it go the right place)

•

What happens as a result of the information received?
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Annex 3

The Modernisation of the Financial Regulations
1st June 2018

Background

Section 3 of the Treasury Act 1985 places a statutory duty upon the Treasury to
“supervise and control all m atters relating to the financial affairs of the Government”.
Treasury issues Financial Regulations, and in particular the Financial Directions to
‘Designated Bodies’, under its pow ers to issue directions under section 3, as a key
elem ent to fulfil that statutory obligation.
The Financial R egulations have been review ed (the m ost ex tensive review in over 25
years) w ith the overall aim to im prove the effectiveness of internal financial control
across all Designated Bodies and form a clear & solid foundation for the Regulations’
ongoing m aintenance and future improvement.
The key to achieving this w ill be to im prove aw areness of, and accountability for, the
‘Financial R egulations’ across all Officers w ithin all of the Designated Bodies.

Who Do They Apply To?
They’re Applicable to All Officers
These new regulations make it clear that they apply to all Officers ‘from the ground up’
and include a direction to Designated Bodies to ensure that they are issued as
‘reasonable instructions’ to all employees.

Whilst the majority of the requirements apply to Officers that have been delegated financial
authority there are also key requirements applicable to everyone. Please see the ‘Financial
Regulations - All Officer Handbook’.

What’s Changed?
‘One Stop Shop’ for Mandatory Financial Instructions
The previous Financial Regulations were a mix of “musts, shoulds and mays” - the
proposed new regulations are primarily based upon “musts”.
The previous Financial Regulations also had multiple ‘call outs’ to other procedures.
With the exception of the Capital Procedure Notes (to be reviewed in 2018-19), these
new regulations bring all of those requirements into one place. They also incorporate
some other historic mandatory requirements that weren’t previously within the
Regulations.

‘Universal’ Exemptions Process

Whilst the new Financial Regulations make it clear that requirements are mandatory by
default, they also now enable any requirement to be exempted/waived, providing that
the appropriate authorisation has been obtained in advance.
To facilitate this new ‘universal’ an online process has been developed to manage all
exemptions.

TR ANSI TI ON AR R ANGEM ENTS
The online form must be used from 1 st Septem ber 2018.
However prior to this any authorised exemptions from the regulations must be
documented and retained for audit purposes.
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Values and Objectives Based Foundation
Notwithstanding any detailed procedures required, the new
regulations introduce a foundation requirement for all
Officers to ‘do the right thing’:

Regularity: All financial decisions must comply with the law
and all applicable statutory frameworks.
Propriety: All financial decisions must be and be seen to be –
Transparent; Im partial; R easonable; Accurate and
Accountable .
Value for Money: All financial decisions must ensure that
they secure the best mix of quality and effectiveness for the
least outlay over the period of use of the goods or services bought.

Improved Overall Structure Leading to Improved Accessibility & Usability
Whilst the new Regulations are comprehensive they have been designed to make it
easier for people to find the parts that they need to know.
The new Regulations are now structured upon 6 overarching Financial Directions based
upon our key Financial Activities:

They are also structured into two levels:

Clearer Financial Roles & Responsibilities
These new regulations introduce the key new
roles and responsibilities of Budget Holder
and Delegated Officer as being fundamental
to managing financial operating risks within
Designated Bodies.
•

The new Financial Practice Notes (‘FPNs’)
are clearly structured to identify the
responsibilities of the different financial
roles within Designated Bodies.

•

This also enables specific ‘handbooks’ and
training to be developed for each of the
key roles.
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Financial Delegations – new templates
are to be used for the delegation of
financial authority;

•

TR ANSI TI ON AR R ANGEM ENTS
The mandatory framework for Financial Delegations will come into place on 1 st June
2019.
Mandatory Training
For the first time, the new regulations introduce mandatory financial training
requirements. The majority of this training will be delivered online via the eLearn
Vannin system and is role and responsibility based. Transition arrangements have been
put in place to enable people to meet their mandatory training obligations. However an
additional key component of the Financial Training are the Roles based Financial
R egulations Handbooks which are available online (or from your Designated Finance
Officer or Budget Holder). In addition Appendix 1 provides information in relation to
the amendments made to the existing Financial Regulations.

TR ANSI TI ON AR R ANGEM ENTS
The Mandatory Training Requirements will come into place on 1 st June 2019.
Your designated Finance Officer will be co-ordinating training over the forthcoming 12
months.
Other Changes
There are many minor changes within the regulations, however other key changes to
note are in relation to:

•

Managing Budgets – responsibilities for Budget Holders;

•

Business Cases – templates for the development of Business Cases for new
services.

A detailed list of amendments, including where to find the requirements within
the new Financial Regulations is included as APPENDIX 1.

What Next?
Review, Familiarisation & Finalisation
Please take the time to review and familiarise yourself with the new format of the
Financial Regulations and in particular familiarise yourself with any amendments
relating to your own areas of financial authority (See Appendix 1).
Please ensure that you undertake the required training, as and when requested to do
so by either your Designated Finance Officer or the designated Budget Holder for your
area.

Further Information
If you have any questions or queries in relation to the Financial Regulations, please
contact your Designated Finance Officer who will be able to assist in the first instance.
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The New Financial Regulations and supporting documents can be found online
here, however if you do not have online access then please contact your
Designated Finance Officer or designated Budget Holder.
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Where Was It?
Introduction section of Old
Financial Regulations

What’s Changed?

Where’s It Now?

New Requirements
The regulations also make it clear that they apply to All Officers.

FD A12 Accountability for
Non-Compliance

Clarification that 'Wilful failure to comply with any part of the Financial Directions
or Financial Practice Notes by any officer shall be considered as gross misconduct.

FD1/FG19 - GIFTS &
REWARDS

Also introduces the requirement for Designated Bodies to issue Financial
Regulations to all employees (e.g. via a standard inclusion in Job Descriptions) as
‘Reasonable Instructions’.
Amended Requirement:
Ministers and members – alignment with Tynwald Member’s guidelines.

Defines the restrictions & limits
for the acceptance of Gifts &
Rewards.
FD2 – ACCOUNTING
OFFICERS
FG2 - AUTHORISATION
Sets out the role &
responsibilities for the
Accounting Officer within
Designated Bodies.

Amended Requirement:
Segregates Chief Officer's role into 2:
a) the Accountable Officer role (N.B. change in role name);
b) Departmental Budget Holder.
New Requirements
• Introduces Financial Values as applicable to All Officers.
• Conflicts required to be notified and recorded in a Conflict Register.
• Introduces the new role of Budget Holder.
• New requirement introduced for the mechanism for the Delegation of
Financial Authorities.
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FD A3 - The Acceptance
of Gifts & Rewards
FPN A.02: Gifts &
Rewards
FPN Exemption
Authority
Financial Controller
FD A2 – Financial Values
FD A6 - Accountable
Officers
FD A7 - Budget Holders
FPN A.04: Delegating
Financial Authority.
FPN Exemption
Authority
Accountable Officer
TRANSITION
ARRANGEMENTS
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Where Was It?

What’s Changed?

Where’s It Now?
The mandatory
framework for Financial
Delegations will come
into place on 1st June
2019.

Page 20 of 43
108

Director of Audit Advisory’s Annual Report 2018-19
Where Was It?
FD3/FG3 - OFFICIAL
ORDERS FOR GOODS &
SERVICES;
PURCHASE CARDS
MANAGEMENT GUIDE
Requires Official Orders or
Purchase Cards to be used
(except where impracticable).

What’s Changed?

Where’s It Now?

The New Regulations now make a clear distinction between the
procedures to be adopted for procurement and contracting below and
above £100k:

FD C8.4 (Procurement of
General Goods & Services
£100k and below).
FD C11 - Contracting for
Goods & Services Over
£100k.
FPN C.07: Ordering,
Receiving & Paying for
Goods and Services.
FPN C.09: Contract
Management.

•

<=£100,000 must comply with FD C8: Procurement of General Goods &
Services Up to £100k, and FPN C.07: Ordering, Receiving & Paying for
Goods and Services.

•

>£100,000 must comply with FD C9: Procurement of General Goods &
Services Over £100k, and FD C11: Contracting for Goods & Services Over
£100k, as well as FPN C.09: Contract Management (being the use of
Attorney General's Chambers Procurement Services).

Lists the detailed restrictions for
Orders and Purchase Cards
(also makes reference to Central
Amended Requirement:
Framework Agreements).
Approval and exemption authority changed from Chief Financial Officer to Chief
Accountant.

No Material Changes:
No material changes, apart from allocation of specific responsibilities across newly
defined Roles (see FD A5), and the use of different terminology for 'Hard-copy
Order books' being 'Manual Purchase Orders', and 'e-requisitioning' instead of
'Computer Generated Order'.
The procedures outlined in the old FD3 and FG3, together with the Purchase
Cards management Guide, have been detailed and enhanced in FPN C.07 Part 2:
Purchase Cards & Credit Cards, by Role responsibilities.
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FPN Exemption
Authority
FPN C.07 - Chief
Accountant
FPN C.09 - Director of
Civil Law
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Where Was It?

What’s Changed?

Where’s It Now?

FD4 – PAYMENT OF
INVOICES

The New Regulations now make a clear distinction between the
procedures to be adopted for procurement and contracting below and
above £100k:
Details the process and
Again, effectively all moved into Financial Practice Notes:
requirements for the payment of
• <=£100,000 must comply with FPN C.07: Ordering, Receiving & Paying for
invoices.
Goods and Services.
•

>£100,000 must comply with FPN C.09: Contract Management.

Old Requirement Now Removed:
The old FD4 - Payment of Invoices stated that 'Payment shall be made to the
Contractor within thirty (30) days of receipt of the Contractor's valid original
invoice by the designated body at its nominated address.'
This time period of 30 days has been removed, and replaced by the new FD C:
Buying & Making Payments, C1 Objectives, stating that 'we make payments in a
timely manner in line with agreed terms, obtaining discounts whilst considering
Government cashflow requirements.'
Amended Requirement:
Exemptions were available with prior written approval of Treasury, now the
exemption authority is the Chief Accountant.
FD5/FG5 - DEBTORS
Outlines the restrictions on
write-off of debts and overall
process for their collection.

Effectively moved into Financial Practice Note: FPN F.01 Providing Credit &
Collecting Debts.

FD C8.4 (Procurement of
General Goods & Services
£100k and below).
FD C11 - Contracting for
Goods & Services Over
£100k.
FPN C.07: Ordering,
Receiving & Paying for
Goods and Services.
FPN C.09: Contract
Management.
FPN Exemption
Authority
FPN C.07 - Chief
Accountant
FPN C.09 - Director of
Civil Law

FD F3 - Collection of
Monies
FPN F.01 Providing Credit
& Collecting Debts.
FPN Exemption
Authority
Chief Accountant

Page 22 of 43
110

Director of Audit Advisory’s Annual Report 2018-19
Where Was It?
FD6/FG9 – BANKING
ARRANGEMENTS
Outlines the restrictions and
requirements for Government
Bank Accounts & banking
processes.

What’s Changed?

Where’s It Now?

Effectively moved into Financial Practice Note: FPN D.01 Banking and Issuing
Cheques.
Totally new requirements:
Direction provided for the collection of monies FD F3.

FD D2 - Banking
Arrangements
FD F3 - Collection of
Monies
FPN D.01: Banking and
Issuing Cheques.

Amended requirements:
- Made clear that All Officers must ensure that paying in slips are completed in
triplicate, that clear banking bags must be used and sealed by the Officer
FPN Exemption
completing the banking, and banking bags must not be left unsealed overnight.
Authority
- Made clear that the Budget Holder must ensure that where possible an
Chief Accountant
approved security firm is used for the transfer of cash.
- Made clear that it is the Budget Holders who are responsible for ensuring that
arrangements are put in place within their Budget Area for the appropriate
control, safe custody and ordering of cheques.
- Made clear that it is the Budget Holder who must ensure that all banking related
to the Budget Area has been credited to the correct code in the designated body's
accounting records.
- Made clear that for all bank accounts managed by the Designated Body that the
Designated Finance Officer must ensure that appropriate bank reconciliations are
undertaken on a monthly basis, or such other period agreed in advance by the
Chief Accountant.
- Made clear that it is the Accountable Officer who must ensure that all
arrangements for the issue of cheques have been approved by the Chief
Accountant.
- Made clear that it is the Accountable Officer who must ensure that all bank
accounts are monitored and reconciled in accordance with FPN D.01
All responsibilities previously held by Chief Financial Officer, now held by Chief
Accountant.
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Where Was It?
FD7/FG7 - PAYMENT OF
SALARIES & WAGES
FG8 - PENSION BENEFITS
Outlines the restrictions and
detailed requirements for
Payment of Government
employees.

What’s Changed?

Where’s It Now?

Amended Requirement:
The Manx Utilities Authority has been added to the Isle of Man Post Office as an
exception for designated bodies whose preparation of salaries, wages and
pensions payable are completed by Payroll Shared Services under the control of
the Executive Director of Human Resources.

FD E2 - Payment of
Salaries & Wages
FPN E.01: Payroll
Procedures.

No Material Changes:
Effectively moved into Financial Practice Note: FPN E.01 Payroll Procedures.

Also refers to the Treasury
'Policy for the Recovery of
Salary Overpayments'.
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Where Was It?
FD8 – PROCUREMENT &
TENDERS
Outlines the restrictions and
detailed requirements for
Government procurement
(recently reviewed via
Procurement Policy).

What’s Changed?

Where’s It Now?

Mainly No Material Changes:
Key FD8 requirements replicated into new Directions however some of the detail
moved into Financial Practice Notes.

All of FD C: Buying &
Making Payments.

Replacement of existing Procurement Practice notes and Vehicle Procurement
Policy with FPNs.
Key Amendments
Financial thresholds for Vehicle & Plant Procurement have been updated to reflect
those adopted for other procurement.
For procurement over £500 and up to and including £10,000, exemption form is
now required if no competitive action is undertaken i.e. 3 quotes obtained and
noted/retained.
Key New Requirements
Introduction of new ‘procurement’ threshold of £500: best value should still be
strived via 3 quotes etc. however evidence is no longer required to be retained.

New FPN FPN C.01: Determining Suppler Financial Relationships - which needs to
be considered where there is no competitive action being taken in relation to a
procurement.
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FPN C.01 Determining
Supplier Financial
Relationships
FPN C.02: Capital
Procedure Notes
FPN C.03: Vehicle and
Plant Procurement
FPN C.04: ICT Hardware
& Software Procurement
FPN C.05: Land &
Buildings Acquisitions
FPN C.06: General
Procurement
FPN C.07: Ordering,
Receiving & Paying for
Goods and Services
FPN C.08: Tendering
FPN C.09: Contract
Management
FPN C.10 Tender
Evaluation
FPN Exemption
Authority
(See Financial
Regulations)
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Where Was It?
FD9 – TRAVEL &
SUBSISTENCE
Outlines the restrictions and
detailed requirements for
claiming & payment of Travel &
Subsistence to Government
employees.
Also refers to Mileage and
Travel & Subsistence order.

What’s Changed?

Where’s It Now?

Effectively moved into Financial Practice Note: FPN E.02 Travel & Subsistence.

FD E3 - Travel &
Subsistence
FPN E.02 Travel &
Subsistence.

Totally New Requirements:
- Places the responsibility on All Officers to ensure making Claims, Eligibility,
Rates and their Applicability, taking the officers' terms and conditions into
account, are carried out in terms of FD E3 and FPN E.02.
- As an Appendix, an Official Mileage Chart has been included for distances
measured on the IOM.
Amended Requirements:
- The responsibility for maintaining this FPN is effectively placed upon the
Executive Director of Human Resources as Responsible Officer, as well as any
exemptions from the procedures and conditions stated in the FPN.
- Clarified that it is the responsibility of the Budget Holder (was the Accountable
Officer under the old FD9) to:
3.1. ensure that appropriate checks are completed at least annually to confirm
that any Officer who is required to use a motor vehicle during the course of their
employment has a valid driving licence and insurance to cover business use;
3.2. ensure that written approval is obtained by all Officers intending to travel to
a destination beyond the British Isles prior to any expenditure being committed
and that the Designated Finance Officer is notified of that approval.
No Material Changes:
Else, effectively old FD9 moved into new FD E3 and Financial Practice Note: FPN
E.02 Travel & Subsistence.
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Where Was It?
FD10 – INSURANCES
Outlines the restrictions on
obtaining insurance (CFO) and
restrictions/ requirements for
claiming.

What’s Changed?

Where’s It Now?

Totally New Requirement:
Budget Holders must ensure that
- all potential claims for, or against, any Designated Body are recorded in an
accident log and/or a claims register to assist in the validation, authorisation and
monitoring of all potential claims;
- all potential claims are pursued and resolved in a timely manner.

FD C2 - Insurance:
Purchases
FD D5 - Insurances
FPN D.03 Insurances

Amended Requirements:
- All previous responsibilities of the Chief Financial Officer now stated as being
responsibilities of the Financial Controller.
- Budget Holders must notify the Financial Controller promptly of all disposals and
acquisitions of property with an insurance replacement value of over £250,000, as
well as notifying the Government appointed insurance brokers. (Previously this
was the Accountable Officer notifying both the relevant broker and the Insurance
Section of Treasury of all disposals and acquisitions of property with an insurance
replacement value of over £200,000).
FD11 – FINANCIAL
IRREGULARITIES

Amended Requirements:
Now clearly the responsibility of All Officers to notify of Financial Irregularities.

States the requirement to notify
Director of Audit Advisory of any
actual or suspected Financial
Irregularities.

FPN Exemption
Authority
Financial Controller

FD A4 - Financial
Irregularities
FPN A.03 Financial
Irregularities
FPN Exemption
Authority
Director of Audit Advisory

Also refers to Fraud Response
Plan.
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FD12 – ASSET
MANAGEMENT
FG12 - USE OF
GOVERNMENT ASSETS
FG13 - DISPOSAL OF
ASSETS
FG14 - STOCKS & STORES

What’s Changed?

Where’s It Now?

Amended Requirements:
Disposal of Assets included within Direction F: Selling & Receiving Payments and
considers 3 categories of assets: General Assets; Land & Buildings; and ICT
Assets.

FD C13 - Acquisition of
Assets
FD D3 - Management of
Assets & Inventory
FD D4 - Optimisation of
Assets
FD F4 - Disposal of Assets

Still mirrors existing FD8 competitive action requirements.

General Asset Disposal - as per
FD8

Introduces equivalent FPNs for each category of asset, and within FPN F.04
Disposal of General Assets, gives further details for disposals of any asset that
requires to be followed.

Procedures in relation to the
maintaining of Asset Registers

Asset Management is included within Financial Direction D: Safeguarding and
Optimising Assets.

Restrictions on the use of
Government Assets

FPN D.02 Managing Assets
& Inventory
FPN F.02 ICT (Information
Communications
Technology) Disposal
FPN F.03 Disposal of Land
& Buildings
FPN F.04 Disposal of
General Assets
Also: FPN C.08 Tendering
applies over £100k
FPN Exemption
Authority
FPN D.02: Chief
Accountant
FPN F.02: (<£250k)
Director of GTS
FPN F.03 & FPN F.04: See
Regs - Tender
exemptions/waivers apply
as per procurement levels.

Page 28 of 43
116

Director of Audit Advisory’s Annual Report 2018-19
Where Was It?
FD13 – EXPENDITURE
CONTROL
Obligation on Accounting
Officers to manage
expenditure/income within
Tynwald Vote and requires
Treasury concurrence for
Supplementary Votes.
(Virements disclosed under
FD18 below).
FD14 – FINANCING
Treasury to determine all
financing of expenditure.
Guarantees & Indemnities - CFO
& AGC consultation.
Contingent Liabilities - Notified
to CFO annually.

What’s Changed?

Where’s It Now?

Old Requirement Removed:
'The Treasury may also, in cases of urgency, authorise the Chief Financial Officer
to pay out of the General Revenue such sums, not exceeding
£5,000 in any one case, representing increases in sums voted by Tynwald in
respect of the expenditure of public monies or new expenditure of public monies.'
(Not necessary to be within the Financial Regulations as Treasury already has that
authority.)

FD B3 - Budget
Management
FPN B.02 Budget
Management

New Requirements:
Additional requirements on Budget Holders, Designated Finance Officers, and
Accountable Officers to manage budgets in accordance with the new FPN.
Totally New Requirement:
Introduced Terms of Reference & procedures for 15 Internal Funds listed within
the FPN.
Budget Holders must ensure that all requests for funding from Internal Funds
'have been submitted in accordance with the required Terms of Reference
included in the Appendix, and have been approved by both the Designated
Finance Officer and Accountable Officer.'
Old Requirement Removed:
'If approval to enter into such a contract with a company based outside the Island
is sought, details of alternative quotations obtained from relevant local companies
must accompany the request.'
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FPN Exemption
Authority
See conditions within
Financial Regulations.

FD B4 - Financing of
Expenditure
FD B5 - Guarantees,
Indemnities & Contingent
Liabilities
FPN B.04 Internal Funds
FPN Exemption
Authority
Treasury

Director of Audit Advisory’s Annual Report 2018-19
Where Was It?
FD15/FG15 - DATA
SECURITY
Highlights responsibility to
protect data & information.
References Government
Information Security Policy.

FD16/FG16 - IMPREST
ACCOUNTS & PETTY CASH
Petty Cash accounts are for
settling minor items of
expenditure incurred on official
Government business, which
must be supported by adequate
third party documentation.

What’s Changed?

Where’s It Now?

Old Requirement Removed:
Generally removed as Cabinet Office and if necessary CoMin. deemed more
appropriate mechanisms to enforce data security, in particular via the newly
formed Office for Cyber Security & Information Assurance.

See Due data security
diligence requirements
within FPN C.10 Tender
Evaluation

New Requirement
Procurement Due diligence requirements introduced in relation to suppliers
handling personal data which are applicable to all suppliers handling personal
data regardless of contract value.
New Requirements:
New detailed responsibilities of All Officers:
- claim is adequately supported by third party documentation
- petty cash voucher is completed detailing items, reasons, value and quantity of
items purchased
- petty cash voucher signed by claimant and the Budget Holder
- petty cash voucher attached to supporting documentation
- if cash is taken in advance, that a signed and dated receipt is left in its place
New detailed responsibilities of the Budget Holder:
- cash held securely
- cash held does not exceed insurance cover
- payments not to circumvent normal creditor or payroll process
- cash held equals the total of the petty cash account
- submit annually a summary account for the financial year just ended to the
Designated finance Officer, by 30 April
- retain documentation for 6 years plus the current year
New detailed responsibilities of the Designated Finance Officer:
- maintain a register of all Designated Body's imprest accounts
- submit previous year end balance of all imprest accounts within the Designated
Body to the Chief Accountant by 31 May
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FD D6 - Cash
Management
FPN D.04 Imprest
Accounts & Petty Cash
FPN D.05 Cash Handling
FPN Exemption
Authority
Chief Accountant
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What’s Changed?

Where’s It Now?

- ensure that a process of independent checks are undertaken at least every 3
years or when turnover exceeds £1,000 for each imprest account within their
Designated Body
New detailed responsibility of the Accountable Officer:
- ensure that an annual review of the need for each imprest account is
undertaken and notify the Chief Accountant when they consider that an imprest
(cheque or cash) account is no longer needed
Amended Requirements
Chief Financial officer's responsibilities replaced by that of the Chief Accountant.
No Material Changes
All old FD and FG requirements included in new FPN, along with detailed further
responsibilities as above added.
FD17 – CAPITAL PROJECTS
Requirement for Capital Projects
to follow Capital Procedure
Notes.

No Material Changes:.
Apart from the amended requirement above, there have been no material
changes, and reference to the Capital Procedure Notes have been included in the
new FPN.

FD C12 Additional
Requirements
FPN C.02 Capital Projects
FPN Exemption
Authority
<=£250k CFO/ Financial
Controller
>£250k The Treasury
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FD18 – VIREMENTS
Places restrictions on the
virement (transfer) of budgets
within a Designated Body.
Requires Financial Controller
approval for transfers between
'main heads' or from loan
charges.

FD19 – PUBLIC/PRIVATE
PARTNERSHIPS
Treasury approval required.

FD20 – FINANCIAL
IMPLICATIONS OF
LEGISLATION

What’s Changed?

Where’s It Now?

Amended Requirement:
Accountable Officer authority where budgets are within overall Tynwald votes but restriction on movement to pay budgets or from loan charges - in which case
CFO or Financial Controller approval is required.'
'The Accountable Officer may approve the virement of budget between cost
centres and general ledger codes within a Designated Body, subject to the
following restrictions:
a) total amount to be vired is no more than £500,000;
b) no virements are between pay and non-pay codes;
c) no virements are between income and expenditure codes;
d) no virements are in relation to Loan Charges;

FD B3 - Budget
Management
FPN B.02 Budget
Management

Included within FPN on Budget Management (FPN B.02).
Amended Requirements:
- The new FD is enhanced from just referring to the Designated Body and a
public/private partnership, to include other roles and arrangements:
'B 4.2. Accordingly no Designated Body, Budget Holder or Designated Officer,
may enter into a public/private partnership, loan agreement, financial leasing
contract or instalment credit contract to finance expenditure.'
No Material Changes:
Retained within Financial Directions.

Requirement for designated
bodies to make a financial
assessment on new primary and
secondary legislation.
Primary legislation with financial
implications to received
Treasury concurrence.

FPN Exemption
Authority
See conditions within
the regulations.

FD B4.2 (Financing of
Expenditure)
FPN Exemption
Authority
Treasury
B6 - New Legislation
with Financial
Implications
No new FPN
FPN Exemption
Authority
N/A
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FD21 BUSINESS CASES
Required a business case for
new or enhanced services and
to be submitted as part of the
budget process.

What’s Changed?

Where’s It Now?

Amended Requirements
Introduction of Short Form and Long Form Business Case Templates depending
upon value of project:

B 2.3. Budget Planning

<=£150k – short form
>£150k – long form

FPN B.03: Business
Cases.
Exemptions:
a) is less than £150,000
and costs can be met
from within existing
budgets - by the
Accountable Officer;
b) is greater than
£150,000 but less than
£250,000 – by the
Accountable Officer and
either the Chief
Financial Officer or the
Financial Controller

FD22 – INCOME FROM CARD Old Requirement Removed:
TRANSACTIONS
Undertaking a business evaluation to assess the benefits and cost effectiveness of
implementing a credit/debit card payment facility.
Approval required by CFO.
Amended Requirement:
The Financial Direction (F 3. Collection of Monies) provides new direction, and
replaces the requirement for the approval of the Chief Financial Officer with that
of the Chief Accountant.
'F 3.1. All sales and receipts of monies must be recorded on a system approved
by the Chief Accountant.
F 3.2. The provision of credit and the collection of debts (including their write-off)
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FD F3 - Collection of
Monies
FPN D.01 Banking and
Issuing Cheques
FPN Exemption
Authority
Chief Accountant
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FD23 – INVESTMENTS &
BORROWINGS
All investments to be in
Treasury, Treasury approved
nominees, or Non-revenue
funded Stat. Board name.
Borrowings require Treasury
approval.

FD24 – VOLUNTARY FUNDS
(ACCOUNTING)
Outlines requirements for the
management of charitable &
voluntary funds.

What’s Changed?

Where’s It Now?

must be in accordance with FPN F.01 Providing Credit & Collecting Debts.
F 3.3. All monies collected must be collected and managed in accordance with
FPN D.01 Banking & Issuing Cheques and FPN D.05 Cash Handling.
F 3.4. Exemption from Financial Direction F 3.2 and F 3.3 may be approved by
the Chief Accountant, providing that it is in accordance with FPN A.01: Obtaining
Approval for Exemptions'.
Old Requirement Removed:
'- The Chief Financial Officer shall maintain records of all borrowing of money by
the Treasury. In the case of non-revenue funded Statutory Board such records
shall be maintained by the Finance Officer.
- In the event of doubt as to whether the vires of a designated body to make any
particular investment or borrowing exist, the advice of the Attorney General must
be sought.'
No Material Changes:
The old FD requirements retained within the new Financial Directions, apart from
the two requirements above.
Made clear that exemption from Financial Directions D 7.4 ('all 3rd Party funds
must be managed and administered in accordance with FPN D.06 Managing Third
Party Funds') may be approved by the Chief Accountant, providing that it is in
accordance with FPN A.01: Obtaining Approval for Exemptions.
Old Requirement Removed:
Financial Regulations silent on the old FD's requirement for the Chief Financial
Officer to maintain records of all borrowing of money by the Treasury.
Amended Requirement:
It is the responsibility of the Budget Holder to:
- ensure that the administration of the fund complies with any governing
document, relevant statutory requirements and financial administration
instructions issued by the Designated Finance Officer
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FD D7 - Investments &
Borrowings
No new FPN
FPN Exemption
Authority
Chief Accountant - Third
party funds

FD D8 - Charitable & Third
Party Funds
FPN D.06 Managing Third
Party Funds
FPN Exemption
Authority
Chief Accountant
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What’s Changed?

Where’s It Now?

- and, following consultation with the Attorney General, as appropriate, ensure
that such funds are only applied for the purposes for which they were provided.

FD25 – EXTERNAL
CONSULTANTS FOR NONCAPITAL

No Material Changes:
All included within the new FD and FPN, with exemption to be approved by the
Chief Accountant.
Old Requirement Removed:
Old FD removed or excluded, as all of its requirements considered part of general
procurement good practice.

Ministerial approval required
>£50k
Notification/approval of
Assessor of Income Tax re.
arrangements.
FD26 – CORPORATE
GOVERNANCE & RISK
MANAGEMENT

The old FD has been retained at a high level within roles of Accountable Officer/
Budget Holder per the new Financial Directions, as the detail is already within
Cabinet Office documentation.

Compliance with Corporate
Governance Code of Conduct
and outlines risk management
requirements and Statement on
Internal Control requirements.
FD27 – ICT GOVERNANCE
Outlines requirements for ICT
Project approval and
governance.Treasury approval
for ICT Projects >£250k.

N/A - none
FPN Exemption
Authority
N/A

FD A6 - Accountable
Officers (A6.5)
FD A7 - Budget Holders
(A 7.2)
No new FPN
FPN Exemption
Authority
N/A

Mainly No Material Changes: requirements transferred into FPN C.04
ICT

FD C12 Additional
Requirements

This is to protect Government’s information and ensure continuity of services as
well as to maximise value.

FPN C.04 ICT Hardware &
Software Procurement
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FD28 - FOREIGN CURRENCY
TRANSACTIONS

What’s Changed?

Where’s It Now?

Amended Requirements:
Applicability reduced from a project cost of £25,000 to that of £10,000.

FPN Exemption
Authority
<£150k Executive
Director GTS
>£150k CFO/ Financial
Controller
FD C11 - Contracting for
Goods & Services Over
£100k
FPN C.09 Contract
Management

Transferred into Contract Management FPN.

>£250k requires CFO
notification.
Refers to 'Currency Hedging
Practice Note'.

FPN Exemption
Authority
Director of Civil Law
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FD29 – LAND ACQUISITION
& DISPOSAL
States requirement to comply
with Primary legislation
(Government Departments Act
& Statutory Boards Act) and
CoMin Policy.Lists valuation
requirements.Updated from
December 2016 for the Council
of Ministers' Policy on the
Disposal of Government Land.

What’s Changed?

Where’s It Now?

Requirements for Land Acquisition and Land Disposal separated
between new Financial Direction C Buying & Paying and Financial
Direction D Selling & Receiving.
ACQUISITIONS:
Amended Requirements:
Made clear that the FPNs include:- Purchases/Sales- Leases- Option
arrangements- Shared equity schemes- Licences- Wayleaves and easements.

FD C7 Alternative
Procedures for Specific
Types of Procurement
FPN C.05 Land &
Buildings Acquisitions

New emphasis placed upon the following:
• when entering into lease arrangements for land and property either as
lessee or lessor, the advice of both the Director of Strategic Asset
Management & Valuations and the Attorney General’s Chambers is
obtained and followed;
•

the designated land and building asset register on which the asset is
recorded is updated with the details of its acquisition or lease;

•

as appropriate, the Government’s insurance policies are updated to reflect
the acquisition upon completion;

•

acquisitions are reported to the Director of Strategic Asset Management &
Valuations at point of completion.

•

Maintenance of Land & Building registers by Budget Holders (and
Departmental submission to Treasury’s Director of Strategic Asset
Management & Valuations).

Where standard rates of payments for wayleaves, easements, etc. apply
these must be reviewed on a five yearly basis with the Director of Strategic
Asset Management & Valuations.
Removed Requirement: Acquisitions
Prior Treasury (and CoMin) approval for above Market Value acquisitions is now
only required where the acquisition (or lease value aggregated over 3 years)
exceeds £250,000.
•

Page 37 of 43
125

FPN Exemption
Authority
FPN C.05: <£250k CFO/
Financial Controller
>£250k Treasury Minister

FPN Exemption
Authority
FPN F.03: <£250k
CFO/Financial Controller
>£250k Treasury
Minister
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FD29 – LAND ACQUISITION
& DISPOSAL
States requirement to comply
with Primary legislation
(Government Departments Act
& Statutory Boards Act) and
CoMin Policy.Lists valuation
requirements.Updated from
December 2016 for the Council
of Ministers' Policy on the
Disposal of Government Land.

What’s Changed?

Where’s It Now?

Requirements for Land Acquisition and Land Disposal separated
between new Financial Direction C Buying & Paying and Financial
Direction D Selling & Receiving.
DISPOSALS:

FD F4 Disposal of Assets
(F4.6)
FPN F.03 Disposal of
Land & Buildings

New Requirements: Disposals
New emphasis placed upon the following:
- as appropriate, the Government’s insurance policies are updated to reflect the
disposal or lease upon completion;
- the designated land and building asset register on which the asset is recorded is
updated with the details of its disposal or lease;
- disposals are reported to the Director of Strategic Asset Management and
Valuations at point of completion.
Where designated bodies are entering into lease arrangements for land or
property as lessor the aggregated lease value over 3 years is £100,000 or more
(was £75,000 or more)... then they must seek a direction from the Financial
Controller as to whether or not the relevant parts of Financial Direction C: Buying
& Making Payments apply.
Also new into the Regulations FPN are:
8. Licences for less than a year
8.1. Designated bodies must seek, obtain and act upon the advice of the Director
of Strategic Asset Management and Valuations and the Attorney General’s
Chambers when entering into licence arrangements for land and/or buildings as a
lessor.
8.2. Where entering into a licence as lessee and the licence fee exceeds £30,000,
seek concurrence to the letting from the Strategic Asset and Capital Investment
Committee in Treasury.
9. Wayleaves and Easements
9.1. Where a wayleave/easement is acquired by a statutory undertaker an
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FD30 – CONFIDENTIAL AND
EX GRATIA PAYMENTS
Treasury approval for payments
>£10k.

What’s Changed?

Where’s It Now?

interest in land may be disposed of.
9.2. Designated bodies must notify the Director of Strategic Asset Management
and Valuations, Treasury, prior to signing any documentation. This team will
provide valuation advice if appropriate, review the impact upon future
requirements for the land and also seek Treasury concurrence which will be
required for the interest to be formally Land Registered.
10. Rights of Way
10.1. Designated bodies must seek, obtain and act upon the advice of the
Director of Strategic Asset Management and Valuations and the Attorney
General’s Chambers prior to granting any new access arrangement.
Old Requirements Removed:
Old FD Excluded – in practise Treasury effectively has no influence over the
decision.

N/A - none
FPN Exemption
Authority
N/A

Previous Financial Guidelines (Not Already Included Above)
Where Was It?
FG1 - FINANCE
OFFICERS

What’s Changed?

Where’s It Now?

Generally No Material Changes but the Role of Designated Finance Officer is
now a mandatory one.

FD A5 Roles
FD A8 Designated Finance
Officer

Responsibilities of the role are defined at FD A5 & A8 but are also defined where
appropriate in individual Financial Practice Notes.
New Requirement:
The Director of Audit Advisory must be notified in writing of the appointed deputies for
the following roles:
· Accountable Officer;
· Designated Finance Officer
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FPN Exemption Authority
The Treasury has the authority
to approve an exemption from
any statutory financial
direction.
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What’s Changed?

Where’s It Now?

FG4 - PROTECTION Amended Requirement:
OF PRIVATE
FG removed and Financial Direction given.
PROPERTY
Amended Requirement:
In removing the FG, the disposal periods have been removed and not replaced, except
for the direction "where we are required to hold any monies or other property on behalf
of 3rd parties, we undertake an appropriate duty of care to ensure that their value is, as
appropriate, maintained or used to maximise intended benefits. Where property is only
held on behalf of 3rd parties we will ensure that it is held for no longer than is
necessary."
FG6 Removed.
ACCOUNTING
SYSTEMS
FG10 - POST
OPENING &
FG10 restated within both FD F.01 Providing Credit & Collecting Debts, and FD F3
Collection of Monies. The Accounting Officer and Chief Financial Officer roles have been
RECEIPT OF
replaced by the Chief Accountant.
MONEY
FG11 - CASH
CONTROL

Amended Requirement:
The responsibilities of officers made clear. The Designated Finance Officer made to be
responsible for the register of those persons to whom keys have been issued, rather
that the Accounting Officer in terms of FG11.

FG17 Removed.
COMMERCIAL
SPONSORSHIP
FG18 - STATUTORY Removed – generally covered within other Directions or elsewhere in other
BOARDS
Corporate Governance requirements e.g. Government Code.
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FD D: Safeguarding and
Optimising Assets.
FPN Exemption Authority
The Treasury has the authority
to approve an exemption from
any statutory financial
direction.
None
FD F.01 Providing Credit &
Collecting Debts
FD F3 Collection of Monies
FPN Exemption Authority
Chief Accountant
FPN D.05 Cash Handling
FPN Exemption Authority
Chief Accountant
N/A
None

Director of Audit Advisory’s Annual Report 2018-19
Other New Requirements Not Already Included Above
What’s Changed?

Where’s It Now?

New Requirements

Introduction

Exemptions
Any part of the Financial Regulations may be exempted by an appropriately authorised person or the
Treasury.
The Person with the authority to exempt a requirement is listed next to the requirements.

FPN A.01 Obtaining Approval for
Exemptions (newly issued
Financial Practice Note).

New Requirements

TRANSITION ARRANGEMENTS
The online form must be used
from 1st September 2018.
Prior to this any authorised
exemptions from the regulations
must be documented and retained
for audit purposes.
A11 - Training Requirements

Mandatory Financial Training requirements

FPN A.05 – Financial Training

Within 12 months of the introduction of the Financial Regulations all stipulated training requirements must
have been met by Officers. Subsequent to that new appointments must undertake the required training
within 3 months and then refreshed periodically.

FPN Exemption Authority:
Financial Controller

The mechanism by which applications for exemptions are made is by an online form.
There will be a 3 month transition period from the introduction of the new regulations.

Roles requiring training:
All Officers
• Treasury’s Financial Governance Foundation Course.
(To be completed within 3 months of appointment and then every 5 years.)
In addition:
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TRANSITION ARRANGEMENTS
The Mandatory Training
Requirements will come into place
on 1st June 2019.
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Delegated Officers – Dependent upon their specific delegated authority:
• General Government Procurement (<£100k);
• Tendering (>£100k);
• Sales, Receipts and Managing Debt;
• Managing Capital Projects.
All Budget Holders
• Budget Holders – Managing Public Money;
Accountable Officers & Department Finance Officers
• Budget Holders – Managing Public Money;
• General Government Procurement;
• Tendering;
• Sales, Receipts and Managing Debt;
• Managing Capital Projects.
(To be completed within 3 months of appointment and then every 3 years.)
Ministers & Members of Designated Bodies
• Financial Governance Foundation Course;
• Budget Holders – Managing Public Money;
• General Government Procurement;
• Tendering;
• Managing Capital Projects.
(To be completed within 3 months of appointment and then every 3 years.)
New Requirements
The introduction of overarching Objectives applicable to Managing Resources.
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New Requirements
Budget Planning Requirements

FD B2 - Budget Planning
Exemption approved by the
Accountable Officer

'From Financial Practice Note, FPN B.01 Budget Planning:
Responsibilities of the Budget Holder
Budget Holders must plan and submit their budgetary requirements in accordance with instructions
issued by the Designated Finance Officer.
Responsibilities of the Designated Finance Officer
The Designated Finance Officer must issue appropriate instructions and procedures to Budget
Holders to support and enable the Designated Body to meet its obligations in accordance with the
Budget Instructions issued by the Financial Controller.
Responsibilities of the Accountable Officer
The Accountable Officer must approve the budget submission on behalf of the Designated Body and
ensure that it is submitted in accordance with the Budget Instructions issued by the Financial
Controller.'
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FPN B.01: Budget Planning.
FPN Exemption Authority
•

•

All parts except for the
responsibilities of the
Accountable Officer: the
Accountable Officer;
The Responsibilities of the
Accountable Officer: the
Financial Controller.
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2020–21
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PURPOSE: CORPORATE STRATEGY MAP - HOW DO WE FIT IN?
ISLE OF MAN GOVERNMENT

OUR ISLAND – A SPECIAL PLACE TO LIVE AND WORK
PROGRAMME FOR GOVERNMENT
Strategic Objectives
Key Themes

An Inclusive and Caring Society
Inclusive and Caring Island

An Island of Enterprise and Opportunity

Healthy and Safe Island

Enterprise and Opportunity Island

Financially Responsible Government
Sustainable Island

Responsible Island

THE TREASURY

VISION

SUPPORTING A PROSPEROUS AND FLOURISHING ISLE OF MAN BY BECOMING THE BEST POSSIBLE CUSTODIAN OF OUR FINANCIAL RESOURCES

AUDIT ADVISORY DIVISION
MISSION

To enhance and protect organisational value across the Isle of Man Government by providing risk-based and objective assurance, advice, and insight.

OUR KEY STAKEHOLDERS
Our Employees

Our people are our most valuable asset
and are crucial to delivery of our
services. Our actions and behaviours
must ensure they remain committed
and engaged

Government Bodies

As providers of a shared service for
Government, our relationships with
other Government bodies are key and
something we seek to continually
improve

Suppliers

Customers

The Public

The majority of our supplier are other
Government Departments providing
shared services.

As a Government shared service
Departments, Statutory Boards and
Offices are our primary customers.

Our primary contact with the public is via
their Parliamentary representatives and
the Public Accounts Committee.

We also rely on external consultants to
provide specialist advice and services.

Treasury is also a key customer via
supporting its overarching duty to
supervise & control all financial activity
across Government.

We have direct contact with individual
employees via the Whistleblowing
procedures.
We provide direct services to the Public in
the delivery of independent Tender
appeals.

We take the lead in Treasury’s
appointment of Auditors under the Audit
Act.

The PAC utilise our reports for assurance
and intelligence purposes.

OUR KEY CHALLENGES 2020-21
Training

ICT

A significant portion
of our team are new
into position and we
need to ensure that
we’re are
appropriately trained
and qualified to
deliver the high level
of service and advice
required of them.

This year we have
some of big ICT
changes to finalise
implementation (&
training):
• TeamMate Audit+;
• FastPath

Processes, Policy &
Procedures

Governance
Structure

Following the review of our
core processes via the
implementation of our new
ICT system, we need to
ensure that our internal
policy & procedures are
appropriately reviewed &
updated.

We need to review our
place within the
overarching governance
structure for Government
and the impacts of possible
changes to it.
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COVID-19

Anti-Fraud

C-19 significantly
impacted upon our
service delivery at
the end of 2019-20
and for Q1 2020-21.
This is impacting
upon our 2020-21
programme and as
further impacts are
probable

We need to ensure that we
have an effective and
proactive anti-fraud strategy
in place, that is supported
by good quality data
analytics.
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Financial
Regulations

Budget
Constraints

We need to facilitate a
review of the Capital
Procedure Notes which
were not included
within the scope of the
primary Financial
Regulations
modernisation project

As with all
Government
Departments, we are
required to manage
our budget in an
efficient and effective
way. Covid-19 will add
additional pressures.

PRODUCTS & SERVICES: WHAT WE DELIVER
MISSION: To enhance and protect organisational value across the Isle of Man Government by providing risk-based and objective assurance, advice, and insight.

For operational delivery purposes Audit Advisory has structured itself into two key teams. In addition external consultancy services are engaged to
supplement specialist skill areas.
Team
Outcomes

Internal Audit
To improve client governance and service delivery, via the
provision of independent assurance and expert advice in relation
to:
•
•
•

Primary
Statutory
Framework

Key
Products

Financial Governance, Anti-Fraud & Investigations

Strategic risks;
Operational/Governance risks; and
Specialist risks.

To provide independent assurance and expert advice in relation to
clients’ financial governance and the management of the risk of fraud.
To provide independence and expertise in relation to Whistleblowing
(financial) investigations and tender appeals.
To facilitate and produce the Statement on Internal Control for
publication within the IOM Government Financial Statements.

Audit Act 2006 – Requirements for relevant bodies to maintain a
system of internal audit.

Audit Act 2006 – Requirements for relevant bodies to maintain a system
of internal audit.

Financial Regulations – Requirement for designated bodies to use
internal services and specifically FD A.13 Internal Audit in relation
to the provision of Internal Audit Services & related information.

Financial Regulations – Requirement for designated bodies to use
internal services and specifically FD A.13 Internal Audit in relation to
the provision of Internal Audit Services & related information.

In addition, Treasury Act 1985 where assurance work also
incorporates elements of financial risk.

In addition, Treasury Act 1985 where assurance work also incorporates
elements of financial risk.

• Internal Audit Reports: providing assurance and advice over
the management of specific risks/risk areas;

• Internal Audit Reports: providing assurance and advice over the
management of specific financial risks;

• Follow-up review work – confirmation of the status of risk
improvement recommendations made.

• Anti-fraud strategy & financial systems assurance – organisation
awareness, risk assessments, compliance and analytical reviews;
• Independent Investigations – Financial Irregularities, Whistleblowing
Reports; Tender Appeals
• Statement on Internal Control – preparation & development of the
annual SIC for inclusion with the Government’s Accounts;
• Forensic Accountancy – services provided for the support of criminal
investigations by the Police Economic Crime Unit.

Areas of
Expertise

• Internal audit best practice & methodologies;

• Government Financial systems;

• General risk management and control design;

• Financial data analysis;

• Corporate Governance;

• Fraud risk;

• Data Protection; ISO Standards (including ICT and Quality).
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• Investigatory best practice.

PLAN: OUR OBJECTIVES IN 2020-2021
Ref

TEAM

OBJECTIVE

2020-21 TARGET

OWNER

BUSINESS AS USUAL
B1

Internal
Audit
&
Finance

The Assurance Programme Delivery

By year-end:

Delivery of the AAD assurance programme
agreed by the Director, to required
standards.

•
•
•

Overall:

100% of all b/f Draft reports issued as Final;
75% of all agreed new assurance work issued to Draft or Final report
stage;
All programmed biannual Follow-Up reporting completed

MC (Internal Audit)
MD (Finance)
Everyone:
For their assigned
areas and assignments

B2

Internal
Audit
&
Finance

Assurance Programme Development
Risk based Assurance Programme
developed for all Government Departments,
Stat. Boards & Offices

By end of Quarter 3 (some timing dependent upon audit committee
requirements):
•
•
•
•

AAD risk assessments completed based upon available intelligence and
SRQs have been captured;
Discussions with SMTs as required
Programme of all potential audits/assurance work reviewed and
amended;
Provisional 2020-21 1 year programme proposed for review by Director.

MC (Internal Audit &
ANAs)
MD (Finance)
SH (Final Programme
sign-off)

By end of Quarter 4:
•
•
•

B3

Internal
Audit
&
Finance

Assurance Advice
Provision of assurance advice, on request
and as appropriate, to Government
Departments, Stat. Boards & Offices.

Agreement of current year b/f assignments;
Finalisation of 2020-21 programme with Accountable Officers, SMTs, CFO;
Provisional ‘future years’ programme drafted.

High quality and timely advice provided whilst maintaining appropriate
independence & objectivity.
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Everyone

PLAN: OUR OBJECTIVES IN 2020-2021
Ref
B4

TEAM
Finance

OBJECTIVE
Investigations & Forensic Accountancy
Financial Irregularities, Whistleblowing
complaints, Tender appeals and ECU
requests are appropriately investigated and
monitored.

B5

Internal
Audit
&
Finance

B6

Finance

Annual Reporting
Director’s Annual Reports are completed:
•
•
•

Internal
Audit
&
Finance

B8

Internal
Audit
&
Finance

•

Required investigations are undertaken in a timely and professional
manner;
All outstanding reported Financial Irregularities are reviewed on a
quarterly basis and appropriate action taken to ensure their appropriate
resolution.

•
•

For 1st ARC of the financial year: MUA & Post Office;
By 30th September: Cross Government

•

Cross Government
MUA
IOM Post Office

The SIC
Statement on Internal Control completed
with appropriate supporting documentation.

B7

2020-21 TARGET

•
•
•
•
•
•

All of the AAD team to be appropriately
trained and qualified to deliver our
professional services.

•
•

The team are fully motivated and are
managed in accordance with Government
HR frameworks

MD

MC (MUA & IOMPO)
MC (CrossGovernment)
Approved by SH

Training

HR Management

OWNER

•
•
•
•

By 31st December: procedure reviewed and any proposed amendments
agreed with Director;
By 30th June: System set-up and instructions issued to Departments
By 31st August: All SRQs and Assurance Certificates completed
By 30th September: SRQ analysis report and draft SIC completed
By 31st October: SIC & report submitted to CFO for SIC sign-off and
inclusion in the Dark Blue Book.

MD

Team to meet the requirements of the AAD Training Policy – as
applicable;
Other professional training undertaken as appropriate;
CPD maintained as/when required.

MC (Internal Audit)

Confirm HR appraisal framework for 2020-21 – by September
JDs are current and have reference to the required competencies for the
role and reference to key responsibilities – by September;
2020-21 PDPs: to be in place for all staff and link to standard ‘business
as usual’ objectives & change objectives in this annual plan – by
September 2020
2020-21 performance appraisals undertaken as per corporate
requirements.

MC (Internal Audit)
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Approved by SH

MD (Finance)
SH (MC & MD)

MD (Finance)
SH (MC & MD)

PLAN: OUR OBJECTIVES IN 2020-2021
Ref
B9

TEAM
Director
&
Finance

OBJECTIVE
AAD Finances & Operations
Ensure AAD financial and operational
resources are effectively planned,
monitored and reported upon and that
budgetary targets are met.

2020-21 TARGET
•
•
•
•

OWNER

Spending is within budget at year end;
AAD revenue budgets are reviewed, submitted and uploaded in
accordance with Treasury instructions;
Management Accounts are updated in accordance with Treasury
requests;
AAD operations ‘back office’ is maintained.

MD – operational
preparation, delivery,
review &
reconciliations

AAD core planning and processes reviewed and system fully configured
and implemented by 31st August;
System implemented with procedure/guidance notes.
Client communications completed.

SH

SH – Bottom Line &
approvals

PLANNED IMPROVEMENT PROJECTS
P1

P2

Internal
Audit/
Director

Audit Management System

•

Fully implement new Audit Management
software. Implement

•
•

Director

Service Level Agreements

•

Forensic Accountancy service provision for ECU reviewed and revised as
appropriate (by end of Quarter 3).

MD (ECU)

Financial Assurance/Anti-Fraud Strategy

•

MD

Review, revisit and commence
implementation of AAD anti-fraud strategy
with a view to incorporating into a broader
Financial Assurance strategy.

•

Draft Financial Assurance/Anti-Fraud strategy prepared for consideration
& approval by end of Quarter 3 (to align with and inform general
assurance needs assessments);
Stage 1 delivery: Introduce Procurement Card quarterly antifraud/financial compliance data analysis driven cross-government reviews
& reporting – by end of Quarter 2;
Stage 2 delivery: Include remaining Accounts Payable review by end of
Quarter 4.
ToR, Audit Standards and Audit Manual reviewed and reissued
o Audit Manual by end of Quarter 2.
o ToR & Audit Standards by end of Q4 (also dependent upon
AAD external review).

SH

Review requirement for Service Level
Agreements with Designated Bodies – with
particular reference to statutory
frameworks and information sharing
requirements
P3

Finance

•
P4

Director

AAD Policies & Procedures
Review and revise as appropriate Audit
Advisory’s core governance procedures,
ToR, IOM Audit Standards and Audit
Manual.

•
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PLAN: OUR OBJECTIVES IN 2020-2021
Ref
P5

TEAM
Director

OBJECTIVE
ICT Assurance Contract
Appoint suitable specialist supplier to
undertake a 3 year programme of ICT
assurance work, commencing 2020-21.

P6

Director

2020-21 TARGET

EQA

•
•

Assist the CFO in the delivery of an External
Quality Assessment of Audit Advisory
service.
P7

Director

ERM

Finance

Financial Regulations – Capital Procedure
Notes

EQA arranged subject to Covid-19 restrictions.
EQA to include general governance review to inform update of ToR
and Audit Standards.

SH

CFO/SH

•

Revised ERM Policy developed and approved by COG/CoMin by 31st March
(with implementation planned for 2020/21)

SH

•
•

Review & consultation completed by Q3
Updated FPN issued within April 2021 edition of Financial Regulations.

SH/MD

Undertake review of Enterprise Risk
Management Policy, Procedures and
Systems (in conjunction with Cabinet
Office)
P8

Procurement: undertaken and contracts in place by end of Q3.
Delivery: 1st audit scheduled and deliver by end of Q4 (to minimum of
draft report stage).

•
•

OWNER

Undertake/facilitate review of Capital
Procedure Notes for inclusion of updated
FPN in April 2021 edition.
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PLANNING: SERVICE REVIEW, KEY RISKS & DEVELOPMENT PRIORITIES
AREA OF FOCUS

Delivering

NOW

Purpose – What value
do we deliver?

• IIA ‘mission’ adopted
as AAD mission.

Principles – What are
our core values?

• Civil Service Corporate
Governance Values
• Financial Regulations
Core Values
• Internal Audit Manual
– Code of Ethics
• Professional training/
membership
undertaken by all staff

Products – What do we
deliver to our clients?

• Internal Audits
• Governance, Risk and
Compliance Advice
• Financial Irregularity
monitoring/review &
investigations
• Tender appeals
• Forensic Accountancy
services
• Independent
whistleblowing contact

NEXT

RIO (Risks, Issues
& Opportunities)
• Unique role of AAD
not necessarily
reflected fully in
published Audit
Standards
• UK Public Sector
Audit Standards
updates not yet
reflected in IOM
Audit Standards

FUTURE

AIM

• Review & revise AAD
ToR, Audit Manual and
Audit Standards

Everything we do
adds value to the
delivery of Isle of
Man Government’s
services to the
public.

• Time for review of
AAD values/ethics?

• Review & revise AAD
ToR, Audit Manual and
Audit Standards

Each and every
member of AAD acts
in a professional
manner at all times
and is an exemplar
of good corporate
governance values.

• Still a gap in our
proactive anti-fraud
data analysis/
assurance delivery
• Potential IOM
assurance gaps
where comparative
UK services would
be subject to
‘inspectorate’
review.
• Review of
framework re.

• Review & revise as
necessary AAD MoU
with ECU
• Input into revised
Whistleblowing
procedures as required
• Review Government
Whistleblowing
responses.
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• Expansion of antifraud/ financial
compliance data
driven

The products and
services we deliver
are optimised to
deliver maximum
value to our clients.

PLANNING: SERVICE REVIEW, KEY RISKS & DEVELOPMENT PRIORITIES
AREA OF FOCUS

Delivering

NOW

RIO (Risks, Issues
& Opportunities)
Economic Crime
Unit services
• Tynwald
Whistleblowing
Committee &
Employment
Tribunal review
• AAD review of
Whistleblowing
complaints not
undertaken per
CoMin instructions
– vires re.
information?
• Enterprise Risk
Management still
not in place

NEXT

FUTURE

AIM

People – Who does it?

• From an FTE viewpoint
we have virtually
implemented our AAD
target delivery staffing
model
• We have an
enthusiastic team with
great potential
• Conflicts & Gifts
registers in place

• Significant parts of
the team are still
‘new’ to position;
• Staff absences
• No ICT assurance
delivery contract in
place
• It would be useful
to put a skills/
experience matrix
in place
• Vacancies

• Training & qualification
of team
• Scoping & placing of
ICT audit contract
• Creation of new
engagement process
for audit clients;

We maintain
optimum capability
in our resourcing to
deliver what is
required:
• Capacity: enough
resources;
• Ability: the right
quality of
resources.

Planning – How do we
prioritise our resources?

• Capacity & risk are
considered within audit
programme planning

• Some inconsistency
in relation to the
documentation of

• TeamMate: Full review
of assessment,
capacity & programme

Our planning
leverages the
maximum value out
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PLANNING: SERVICE REVIEW, KEY RISKS & DEVELOPMENT PRIORITIES
AREA OF FOCUS

Delivering

NOW

• Service planning
undertaken as a part
of Treasury FGD
• An Anti-Fraud Strategy
is in place but needs
review…

Policy, Procedures &
Processes – How do we
do what we do?

• AAD Audit Manual
• AAD Audit Standards
• Transitioning to full
Audit Management
System (TeamMate)
• Service Development
Plan in place

RIO (Risks, Issues
& Opportunities)
Assurance Needs
Assessments
• Inclusion within
FGD plan potentially
loses some value
re. AAD focus;
• The Anti-Fraud
Strategy is due for
review;
• Whilst we’re a small
team with good
inherent knowledge
an AAD ‘calendar’
would ensure
annual & longer
term are always
planned for.
• ToR, Manual &
Standards have not
been updated for
some time;
• Processes
potentially
inefficient and
applied
inconsistently
• No formal SLAs in
place with
Departments
• No ‘one stop’ shop
for AAD internal
policies

NEXT

FUTURE

AIM

planning & will include
revised procedures.
• Clear & standard
linkage to AAD Service
Delivery Plan in PDPs;
• Anti-fraud/financial
assurance: Review of
our Anti-Fraud strategy
– with consideration of
inclusion within a
broader ‘financial
assurance’ strategy.

of our available
resourcing.

• Implementation of new
Audit Management
System
• Review & revise AAD
Audit Manual and Audit
Standards
• ECU review

Our policies and
procedures provide a
simple, clear and
understandable
framework for the
delivery of our
services.
Our processes are
optimised to be
efficient whilst
appropriately
managing the risks
in the delivery of our
services.
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PLANNING: SERVICE REVIEW, KEY RISKS & DEVELOPMENT PRIORITIES
AREA OF FOCUS

Delivering

NOW

Property – What do we
do it with?

• Good quality & central
office premises
• Sufficient parking for
essential users
• Finances subject to
annual review
• ICT infrastructure
provided by GTS

Profile – Who knows
about what we do?

• Attendance at Stat.
Board ARCs (MUA &
IOMPO)
• Reporting & PAC
informal relationship
• Annual SRQ issued to
all senior managers &
AOs
• ‘Client Contacts’
introducted
• Annual ANA with
senior managers
• Financial Regulations –
queries/exemptions
advice
• Annual meeting with
AOs
• Quarterly CFO
meetings
• Meeting ‘inherited’
performance standards
• Introduction of new ‘9
Box’ HR performance
framework;

Performance – How
well do we do it?

NEXT

RIO (Risks, Issues
& Opportunities)
• Good quality &
central office
premises
• Fundamental
review both at
Treasury level and
Government wide
re. Office
requirements

FUTURE

AIM

• Implementation of new
Audit Management
System
• Implementing
‘combination’ working
re. home/office;
• Consideration of
broader reviews.

Our premises and
equipment are fit for
purpose and fully
support the effective
& efficient delivery
of our services.

• No formal
‘Departmental’
reporting (other
than NRFSBs)
• Relationship with
COG as a group?
• Burgeoning AAD
‘client contact’ at
risk of disruption
due to HR absences
• Client contacts not
fully embedded and
subject to some
disruption via HR
stability.

• Implementation of new
Audit Management
System
• Introduction of
AAD/Department
contact and reporting
framework.
• Consideration of
Departmental quarterly
reports once
TeamMate is fully
implemented

Our stakeholders are
fully aware of the
value of the products
& services that we
deliver.

• HR instability has
hindered
performance/
delivery
improvements in
the past

• TeamMate: Full review
of performance
monitoring & reporting
• TeamMate: Review
and improved
operational processes

We are a top
performing team and
can clearly
demonstrate that
fact.
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PLANNING: SERVICE REVIEW, KEY RISKS & DEVELOPMENT PRIORITIES
AREA OF FOCUS

Delivering

NOW

• Annual reports and
some basic year end
MI

NEXT

RIO (Risks, Issues
& Opportunities)
• ‘9 Box’ approach
not fully developed/
mature?
• Performance
Targets & MI not
integrated with
process
• 5 yearly external
review due in
2020/21

+ MI will be captured
as a part of the
process
• Review of ‘standard’
PDR objectives used
within AAD and linkage
to this plan.
• EQA to be scheduled.
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FUTURE

AIM

PRINCIPLES: HOW WE DO IT
ISLE OF MAN GOVERNMENT FUNDAMENTAL
CORPORATE GOVERNANCE PRINCIPLES
Underpin our services:

FINANCIAL REGULATIONS VALUES
Underpin our Financial Governance:

OUR INTERNAL AUDIT CODE OF ETHICS:
Underpin the professional approach to our work:
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PEOPLE: WHO DOES IT?

10.69 FTE (Actual): 2.80 SEO+;
3.09 HEO;
4.80 EO

Director
AAD
JESP 5-8
1.00 FTE

N.B. For 2020/21 other reporting lines are
in place to cover LTA transfer.

Audit Programme
Manager
[SEO]
1.00 FTE
Senior Auditor
Gov
[HEO]
0.76 FTE
Internal
Auditor
[EO]
1.00 FTE

Internal
Auditor
[EO]
1.00 FTE

Senior Auditor
Gov + MUA
[HEO]
0.60 FTE

Compliance
Auditor
[EO]
0.80 FTE

Fin. Prog. Man &
Forensic Accountant
[D709]
0.80 FTE
Senior Auditor
Gov + IoMPO
[HEO]
0.73 FTE

22

Outsourced
Resources
(c.30 days p.a.)

Internal
Auditor
[EO]
1.00 FTE
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Senior Analyst
Financial
Assurance
[HEO]
1.00 FTE
Fin. Analyst
(& Office Man.
[EO]
1.00 FTE

KEY POLICIES & PROCEDURES

Audit Advisory Specific Policies etc.

Key Corporate Policies etc.

Terms of Reference (2011)
Internal Audit Standards (2011)

Treasury Standards

Internal Audit Manual (2011)

Civil Service Regulations (latest)

AAD Financial Delegations (2018)

Financial Regulations (latest)

AAD Conflicts Register (live) (see FinRegs FD A2)

Whistleblowing Policy & Guidance (latest)

AAD Gifts Register (live) (see FinRegs FD A3)

Rheynn-fys: General Staff & Government
Information

AAD Internal Auditor Training Policy (2017)
AAD Information Governance Policies (2017-18)
(see also FOI folder in shared directory)

AAD Car Parking Allocation (2019)
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Appendix 6:
Annex 5 to the Audit Advisory’s
Submission: Baker Tilly Review of
Assurance Advisory Division March 2015
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Appendix 7:
Annex 6 to the Audit Advisory’s
Submission: External Quality
Assessment Terms of Reference
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Isle of Man Government – External Quality Assessment
of Internal Audit Services
TERMS OF REFERENCE
Review area

Internal Audit service across the IoM Government as provided by Treasury’s Audit
Advisory Division

Background

Professional standards and best practice (Institute of Internal Auditors - IIA)
requires that internal audit services are subject to an independent evaluation of
their quality every 5 years.
IoM audit services were last subject to an independent review in 2015.

Objective of
the review

1. To undertake an EQA review in accordance with IIA standards & best practice
and the recent revision of AAD systems and procedures in relation to the
implementation of a new audit management system (TeamMate).
2. To provide professional advice and insight in relation to how key governance
roles expected within international standards would be most effectively
implemented within the Central IoM Government multi-entity/single financial
statement context E.g. the Board, Audit Committees; Accounting Officers. In
particular to inform the planned update of the current Internal Audit Charter
and IOM Government Internal Audit Standards.
3. To provide professional advice and insight in relation to the development of
effective performance management information and reporting in relation to
provision of Internal Audit Services.

Areas for
review

Contact

The following bodies are served by the Audit Advisory Division of Treasury:
•

Central IoM Government Departments & Non-Revenue Funded Statutory
Boards

•

Manx Utilities Authority

•

Isle of Man Post Office

Caldric Randall, Chief Financial Officer
Stephen Hind, Director of Audit Advisory

Findings to be
provided to
Output

Target
completion:

Audit Advisory

Caldric Randall, Chief Financial Officer
•

Overall report including:
o Summary in relation IOM Governments & Non-Revenue Statutory Boards
o Summary in relation to Manx Utilities Authority activities (in a form
appropriate for sharing with their Audit & Risk Committee)
o Summary in relation to IOM Post Office activities (in a form appropriate
for sharing with their Audit & Risk Committee)

To be confirmed with the Chief Financial Officer.
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Appendix 8:
Annex 8 to the Audit Advisory’s
Submission: Comparison of the
Functions of TAG, Current External
Audit and Treasury Audit Advisory
Division
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Com parison of the Functions of TAG, Current Ex ternal Audit and Treasury AAD

Tynwald Auditor General
Comparison of the Functions of TAG, Current External Audit and Treasury AAD
Prepared by: S.C. Hind, Director of Audit Advisory, The Treasury; September 2020
Tynwald Auditor General

Statutory Framework

Tynwald Auditor General Act 2011
Audit Act 2006 – external
audit/inspection requirements.

External Audit
(Per Current Position – this
would be transferred to
TAG)
Audit Act 2006 – external
audit/inspection requirements.

Treasury’s Audit Advisory
Division (internal audit)

Audit Act 2006 – requirement for
bodies with >£250k to have a
system of internal audit;
Treasury Act 1985 – in support of
Treasury’s duty to ‘supervise and

control all matters relating to the
financial affairs of the
Government’.

Scope of Bodies Covered

Potential Impacts of
Appointment of TAG on AAD

AAD is currently involved in
providing advice and facilitating
Treasury’s Audit (Consultative)
Committee in the appointment of
external auditors (usually on 3+2
yr contracts).
This would no longer be a resource
requirement for AAD.

Financial Regulations require all
Designated Bodies systems of
Internal Audit to be approved by
Treasury (Director of AAD).

Audit Act ‘Relevant Bodies’:
• Central Government Departments, Statutory Boards,
Offices & Government’s
subsidiary companies
• All Local Government bodies.

Audit Act ‘Relevant Bodies’:
• Central Government
Departments, Statutory Boards,
Offices & Government’s
subsidiary companies;
• All Local Government bodies.

Treasury Act ‘Designated Bodies’ +
Treasury:
• Central Government –
Departments, Statutory Boards,
Offices;

No identified impact on AAD.

• Appointment - Selected by
political selection committee;
approved by Tynwald;
• Appointment – Fixed term
appointment;

• Appointment – Appointed by
Treasury under the Audit Act
2006 (in the absence of a TAG);
• Appointment – Fixed term
appointment;
• Removal – by contract dispute.

• Appointment – All officers
selected by Treasury; appointed
by Public Services Commission;
• Appointment – Permanent
employment contracts;

No identified impact on AAD.

Appointment & Removal
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Com parison of the Functions of TAG, Current Ex ternal Audit and Treasury AAD
Tynwald Auditor General

• Removal – by Tynwald
resolution.

Relationship with the PAC

• Statutory function: to identify
appropriate matters for
investigation by PAC [S5(d)];
• Must: attend PAC meetings
when requested;
• Must: provide advice and
assistance as is practicable.

Scope of Work/Risk Coverage
• VfM & Performance Delivery:
statutory inspections and
investigations – ‘to determine
whether a body is discharging its
functions, and using its
resources, economically,
effectively and efficiently.’
• Financial Statements: External
audits/assurance reviews in
accordance with Audit Act 2006.
Audit Opinion that there is no
material misstatement within the
financial statements and that
monies are lawfully spent..

External Audit
(Per Current Position – this
would be transferred to
TAG)

Potential Impacts of
Appointment of TAG on AAD

Removal – by Civil Service
capability & disciplinary
procedures.

• None.

• Reporting: all standard AAD
internal audit reports are
provided to PAC for information;
• Informal: attends PAC in
private, by invitation;
• Informal: on occasion provides
assistance (and to other Tynwald
Committees).

Without fettering the PAC’s
ultimate discretion and statutory
powers to request information,
reports would more naturally be
copied to the TAG instead of the
PAC.

• Financial Statements: External
audits/assurance reviews in
accordance with Audit Act 2006.
Audit Opinion that there is no
material misstatement within the
financial statements and that
monies are lawfully spent.
• Special Reports: Treasury may
direct an auditor to investigate or
review any matters to do with
the accounts or activities of the
relevant body.

• All operational risks: Review
and assurance on all risks to the
delivery of services;
• Internal Financial
Investigations: financial
compliance & irregularities;
• Anti-fraud: Pro-active strategy
and data analysis review;
• Forensic Accountancy
Support: to Police (internally to
Departments);
• Tender appeals;
• Whistleblowing
investigations: when referred
to Dir. AAD;
• Minimal VfM;
• NOT Financial Statements.

No identified significant impact as
AAD does not currently undertake
dedicated VfM work. However the
introduction of TAG and their
ability to act more directly as
governance ‘watchdog’, would
allow AAD to be able to work more
closely with the Accountable
Officer in the prioritisation and
agreement of the internal audit
work programmes. i.e. adopt a
more traditional internal audit role.

• Audit Act Accounts & Audit
Regulations & SLA): officers
have a statutory obligation to
provide any information required

No identified impact on AAD.

Rights of Access to Information
• All Audits (including Financial
Statements) – Tynwald
Auditor General Act S13:
statutory right to access to any

Treasury’s Audit Advisory
Division (internal audit)

• Audit Act S5: statutory right to
access to any information held by
relevant body/officers or any of
their contractors.
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Com parison of the Functions of TAG, Current Ex ternal Audit and Treasury AAD
Tynwald Auditor General

information held by relevant
body/officers or any of their
contractors.

Report Publication

All VfM and Investigation
reports: must be laid before
Tynwald

Independence

All relevant bodies (incl.
Treasury): Fully & statutorily
independent of all relevant bodies
in the consideration of scope of
work and the undertaking of work.

External Audit
(Per Current Position – this
would be transferred to
TAG)

Statutory Audit Reports: All
statutory audit reports (including
special audits) must be laid before
Tynwald with the accounts).
Management Letters (detailing
identified risks/control
issues): internal to management.

Treasury’s Audit Advisory
Division (internal audit)

Potential Impacts of
Appointment of TAG on AAD

to the designated body, the body
then provides this by agreement
to Audit Advisory.
• Treasury Act S8: statutory right
to access any record, document
and required information.
• Financial Regulations:
requirement to provide AAD with
information (in accordance with
Audit Act Regulations
requirements)
Internal Audit Reports: to
Departments, Treasury and the
PAC;
However not generally published
and primary purpose to assist
Accountable Officers to manage
risks within their
Departments/bodies.

As identified above, without
fettering the PAC’s ultimate
discretion and statutory powers to
request information, reports would
more naturally be copied to the
TAG instead of the PAC.

Other work: generally internal to
clients management etc.
• All relevant bodies (incl.
Treasury): Fully & statutorily
independent of all relevant
bodies in the consideration of the
scope of work and the
undertaking of work.
• Treasury may direct special
reports
• Tynwald may direct
Extraordinary audits.

All ‘designated bodies’: Fully &
statutorily independent of all
designated bodies in the
consideration of the scope of work
and the undertaking of work.
Treasury: Operationally
independent of all Treasury
functions in the consideration of
the scope of work and the
undertaking of work.
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As identified above, the
introduction of TAG and their
ability to act more directly as
governance ‘watchdog’, would
allow AAD to be able to work more
closely with the Accountable
Officer in the prioritisation and
agreement of the internal audit
work programmes. i.e. adopt a
more traditional internal audit role.
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Appendix 9: Audit Advisory Division
Overall Assurance Level -vRecommendations Table
from April 2019
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AUDIT ADVISORY: OVERALL ASSURANCE LEVEL v. RECOMMENDATIONS TABLE
(as from April 2019)
Assurance
Level

Fundamental

Significant

Substantial

There are no fundamental
recommendations:

There is no more than 1
significant recommendation
against either adequacy or
application opinions and no
more than 2 significant
recommendations in total.

0

0–2

0-6

There are no fundamental
recommendations:

There are no more than 4
significant recommendations
in total.

There are 7 – 12
recommendations in total
(even if all Merits Attention):

0

(3 or 4 recommendations
against application of
controls would still class as
adequate assurance).
3-4

7 – 12

There is no more than 1
fundamental
recommendation against
either adequacy or
application opinions

There are more than 4 but
no more than 10 significant
recommendations:

There are more than 12 but
no more than 24
recommendations in total:

0–1

5 - 10

13 - 24

There are more than 1
fundamental
recommendations against
either adequacy or
application opinions.

There are more than 10
significant recommendations:

There are more than 24
recommendations in total:

2+

11+

25+

Adequate

Limited

Unacceptable
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Merits Attention /
combining into total
number of
recommendations
There are no more than 6
recommendations in total
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Appendix 10: January 2017
International Standards for the
Professional Practice of Internal
Auditing
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INTERNATIONAL STANDARDS FOR THE PROFESSIONAL PRACTICE OF
INTERNAL AUDITING (STANDARDS)

Introduction to the Standards
Internal auditing is conducted in diverse legal and cultural environments; for organizations that
vary in purpose, size, complexity, and structure; and by persons within or outside the organization.
While differences may affect the practice of internal auditing in each environment, conformance
with The IIA’s International Standards for the Professional Practice of Internal Auditing
(Standards) is essential in meeting the responsibilities of internal auditors and the internal audit
activity.
The purpose of the Standards is to:
1. Guide adherence with the mandatory elements of the International Professional
Practices Framework.
2. Provide a framework for performing and promoting a broad range of value-added
internal auditing services.
3. Establish the basis for the evaluation of internal audit performance.
4. Foster improved organizational processes and operations.
The Standards are a set of principles-based, mandatory requirements consisting of:



Statements of core requirements for the professional practice of internal auditing and for
evaluating the effectiveness of performance that are internationally applicable at
organizational and individual levels.
Interpretations clarifying terms or concepts within the Standards.

The Standards, together with the Code of Ethics, encompass all mandatory elements of the
International Professional Practices Framework; therefore, conformance with the Code of Ethics
and the Standards demonstrates conformance with all mandatory elements of the International
Professional Practices Framework.
The Standards employ terms as defined specifically in the Glossary. To understand and apply
the Standards correctly, it is necessary to consider the specific meanings from the Glossary.
Furthermore, the Standards use the word “must” to specify an unconditional requirement and
the word “should” where conformance is expected unless, when applying professional
judgment, circumstances justify deviation.
The Standards comprise two main categories: Attribute and Performance Standards. Attribute
Standards address the attributes of organizations and individuals performing internal auditing.
Performance Standards describe the nature of internal auditing and provide quality criteria
against which the performance of these services can be measured. Attribute and Performance
Standards apply to all internal audit services.
Implementation Standards expand upon the Attribute and Performance Standards by providing
the requirements applicable to assurance (.A) or consulting (.C) services.
Revised: October 2016
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Assurance services involve the internal auditor’s objective assessment of evidence to provide
opinions or conclusions regarding an entity, operation, function, process, system, or other
subject matters. The nature and scope of an assurance engagement are determined by the
internal auditor. Generally, three parties are participants in assurance services: (1) the person or
group directly involved with the entity, operation, function, process, system, or other subject
matter — the process owner, (2) the person or group making the assessment — the internal
auditor, and (3) the person or group using the assessment — the user.
Consulting services are advisory in nature and are generally performed at the specific request of
an engagement client. The nature and scope of the consulting engagement are subject to
agreement with the engagement client. Consulting services generally involve two parties: (1) the
person or group offering the advice — the internal auditor, and (2) the person or group seeking
and receiving the advice — the engagement client. When performing consulting services the
internal auditor should maintain objectivity and not assume management responsibility.
The Standards apply to individual internal auditors and the internal audit activity. All internal
auditors are accountable for conforming with the standards related to individual objectivity,
proficiency, and due professional care and the standards relevant to the performance of their
job responsibilities. Chief audit executives are additionally accountable for the internal audit
activity’s overall conformance with the Standards.
If internal auditors or the internal audit activity is prohibited by law or regulation from
conformance with certain parts of the Standards, conformance with all other parts of the
Standards and appropriate disclosures are needed.
If the Standards are used in conjunction with requirements issued by other authoritative bodies,
internal audit communications may also cite the use of other requirements, as appropriate. In
such a case, if the internal audit activity indicates conformance with the Standards and
inconsistencies exist between the Standards and other requirements, internal auditors and the
internal audit activity must conform with the Standards and may conform with the other
requirements if such requirements are more restrictive.
The review and development of the Standards is an ongoing process. The International Internal
Audit Standards Board engages in extensive consultation and discussion before issuing the
Standards. This includes worldwide solicitation for public comment through the exposure draft
process. All exposure drafts are posted on The IIA’s website as well as being distributed to all
IIA institutes.
Suggestions and comments regarding the Standards can be sent to:
The Institute of Internal Auditors
Standards and Guidance
1035 Greenwood Blvd, Suite 401
Lake Mary, FL 32746 USA
E-mail: guidance@theiia.org
Web: www.globaliia.org
***
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INTERNATIONAL STANDARDS FOR THE PROFESSIONAL PRACTICE OF
INTERNAL AUDITING (STANDARDS)
Attribute Standards
1000 – Purpose, Authority, and Responsibility
The purpose, authority, and responsibility of the internal audit activity must be formally defined in
an internal audit charter, consistent with the Mission of Internal Audit and the mandatory elements
of the International Professional Practices Framework (the Core Principles for the Professional
Practice of Internal Auditing, the Code of Ethics, the Standards, and the Definition of Internal
Auditing). The chief audit executive must periodically review the internal audit charter and present
it to senior management and the board for approval.
Interpretation:
The internal audit charter is a formal document that defines the internal audit activity's purpose,
authority, and responsibility. The internal audit charter establishes the internal audit activity's
position within the organization, including the nature of the chief audit executive’s functional
reporting relationship with the board; authorizes access to records, personnel, and physical
properties relevant to the performance of engagements; and defines the scope of internal audit
activities. Final approval of the internal audit charter resides with the board.
1000.A1 – The nature of assurance services provided to the organization must be defined in
the internal audit charter. If assurances are to be provided to parties outside the
organization, the nature of these assurances must also be defined in the internal audit
charter.
1000.C1 – The nature of consulting services must be defined in the internal audit charter.
1010 – Recognizing Mandatory Guidance in the Internal Audit Charter
The mandatory nature of the Core Principles for the Professional Practice of Internal Auditing, the
Code of Ethics, the Standards, and the Definition of Internal Auditing must be recognized in the
internal audit charter. The chief audit executive should discuss the Mission of Internal Audit and
the mandatory elements of the International Professional Practices Framework with senior
management and the board.
1100 – Independence and Objectivity
The internal audit activity must be independent, and internal auditors must be objective in
performing their work.
Interpretation:
Independence is the freedom from conditions that threaten the ability of the internal audit activity
to carry out internal audit responsibilities in an unbiased manner. To achieve the degree of
independence necessary to effectively carry out the responsibilities of the internal audit activity,
the chief audit executive has direct and unrestricted access to senior management and the board.
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This can be achieved through a dual-reporting relationship. Threats to independence must be
managed at the individual auditor, engagement, functional, and organizational levels.
Objectivity is an unbiased mental attitude that allows internal auditors to perform engagements in
such a manner that they believe in their work product and that no quality compromises are made.
Objectivity requires that internal auditors do not subordinate their judgment on audit matters to
others. Threats to objectivity must be managed at the individual auditor, engagement, functional,
and organizational levels.
1110 – Organizational Independence
The chief audit executive must report to a level within the organization that allows the internal
audit activity to fulfill its responsibilities. The chief audit executive must confirm to the board, at
least annually, the organizational independence of the internal audit activity.
Interpretation:
Organizational independence is effectively achieved when the chief audit executive reports
functionally to the board. Examples of functional reporting to the board involve the board:








Approving the internal audit charter.
Approving the risk-based internal audit plan.
Approving the internal audit budget and resource plan.
Receiving communications from the chief audit executive on the internal audit activity’s
performance relative to its plan and other matters.
Approving decisions regarding the appointment and removal of the chief audit executive.
Approving the remuneration of the chief audit executive.
Making appropriate inquiries of management and the chief audit executive to determine
whether there are inappropriate scope or resource limitations.

1110.A1 – The internal audit activity must be free from interference in determining the scope
of internal auditing, performing work, and communicating results. The chief audit executive
must disclose such interference to the board and discuss the implications.
1111 – Direct Interaction with the Board
The chief audit executive must communicate and interact directly with the board.
1112 – Chief Audit Executive Roles Beyond Internal Auditing
Where the chief audit executive has or is expected to have roles and/or responsibilities that fall
outside of internal auditing, safeguards must be in place to limit impairments to independence or
objectivity.
Interpretation:
The chief audit executive may be asked to take on additional roles and responsibilities outside of
internal auditing, such as responsibility for compliance or risk management activities. These roles
and responsibilities may impair, or appear to impair, the organizational independence of the
Revised: October 2016
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internal audit activity or the individual objectivity of the internal auditor. Safeguards are those
oversight activities, often undertaken by the board, to address these potential impairments, and
may include such activities as periodically evaluating reporting lines and responsibilities and
developing alternative processes to obtain assurance related to the areas of additional
responsibility.
1120 – Individual Objectivity
Internal auditors must have an impartial, unbiased attitude and avoid any conflict of interest.
Interpretation:
Conflict of interest is a situation in which an internal auditor, who is in a position of trust, has a
competing professional or personal interest. Such competing interests can make it difficult to fulfill
his or her duties impartially. A conflict of interest exists even if no unethical or improper act results.
A conflict of interest can create an appearance of impropriety that can undermine confidence in
the internal auditor, the internal audit activity, and the profession. A conflict of interest could impair
an individual's ability to perform his or her duties and responsibilities objectively.
1130 – Impairment to Independence or Objectivity
If independence or objectivity is impaired in fact or appearance, the details of the impairment must
be disclosed to appropriate parties. The nature of the disclosure will depend upon the impairment.
Interpretation:
Impairment to organizational independence and individual objectivity may include, but is not
limited to, personal conflict of interest, scope limitations, restrictions on access to records,
personnel, and properties, and resource limitations, such as funding.
The determination of appropriate parties to which the details of an impairment to independence
or objectivity must be disclosed is dependent upon the expectations of the internal audit activity’s
and the chief audit executive’s responsibilities to senior management and the board as described
in the internal audit charter, as well as the nature of the impairment.
1130.A1 – Internal auditors must refrain from assessing specific operations for which they
were previously responsible. Objectivity is presumed to be impaired if an internal auditor
provides assurance services for an activity for which the internal auditor had responsibility
within the previous year.
1130.A2 – Assurance engagements for functions over which the chief audit executive has
responsibility must be overseen by a party outside the internal audit activity.
1130.A3 – The internal audit activity may provide assurance services where it had previously
performed consulting services, provided the nature of the consulting did not impair
objectivity and provided individual objectivity is managed when assigning resources to the
engagement.
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1130.C1 – Internal auditors may provide consulting services relating to operations for which
they had previous responsibilities.
1130.C2 – If internal auditors have potential impairments to independence or objectivity
relating to proposed consulting services, disclosure must be made to the engagement client
prior to accepting the engagement.
1200 – Proficiency and Due Professional Care
Engagements must be performed with proficiency and due professional care.
1210 – Proficiency
Internal auditors must possess the knowledge, skills, and other competencies needed to perform
their individual responsibilities. The internal audit activity collectively must possess or obtain the
knowledge, skills, and other competencies needed to perform its responsibilities.
Interpretation:
Proficiency is a collective term that refers to the knowledge, skills, and other competencies
required of internal auditors to effectively carry out their professional responsibilities. It
encompasses consideration of current activities, trends, and emerging issues, to enable relevant
advice and recommendations. Internal auditors are encouraged to demonstrate their proficiency
by obtaining appropriate professional certifications and qualifications, such as the Certified
Internal Auditor designation and other designations offered by The Institute of Internal Auditors
and other appropriate professional organizations.
1210.A1 – The chief audit executive must obtain competent advice and assistance if the
internal auditors lack the knowledge, skills, or other competencies needed to perform all or
part of the engagement.
1210.A2 – Internal auditors must have sufficient knowledge to evaluate the risk of fraud and
the manner in which it is managed by the organization, but are not expected to have the
expertise of a person whose primary responsibility is detecting and investigating fraud.
1210.A3 – Internal auditors must have sufficient knowledge of key information technology
risks and controls and available technology-based audit techniques to perform their
assigned work. However, not all internal auditors are expected to have the expertise of an
internal auditor whose primary responsibility is information technology auditing.
1210.C1 – The chief audit executive must decline the consulting engagement or obtain
competent advice and assistance if the internal auditors lack the knowledge, skills, or other
competencies needed to perform all or part of the engagement.
1220 – Due Professional Care
Internal auditors must apply the care and skill expected of a reasonably prudent and competent
internal auditor. Due professional care does not imply infallibility.
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1220.A1 – Internal auditors must exercise due professional care by considering the:






Extent of work needed to achieve the engagement’s objectives.
Relative complexity, materiality, or significance of matters to which assurance
procedures are applied.
Adequacy and effectiveness of governance, risk management, and control processes.
Probability of significant errors, fraud, or noncompliance.
Cost of assurance in relation to potential benefits.

1220.A2 – In exercising due professional care internal auditors must consider the use of
technology-based audit and other data analysis techniques.
1220.A3 – Internal auditors must be alert to the significant risks that might affect objectives,
operations, or resources. However, assurance procedures alone, even when performed with
due professional care, do not guarantee that all significant risks will be identified.
1220.C1 – Internal auditors must exercise due professional care during a consulting
engagement by considering the:




Needs and expectations of clients, including the nature, timing, and communication of
engagement results.
Relative complexity and extent of work needed to achieve the engagement’s
objectives.
Cost of the consulting engagement in relation to potential benefits.

1230 – Continuing Professional Development
Internal auditors must enhance their knowledge, skills, and other competencies through
continuing professional development.
1300 – Quality Assurance and Improvement Program
The chief audit executive must develop and maintain a quality assurance and improvement
program that covers all aspects of the internal audit activity.
Interpretation:
A quality assurance and improvement program is designed to enable an evaluation of the internal
audit activity’s conformance with the Standards and an evaluation of whether internal auditors
apply the Code of Ethics. The program also assesses the efficiency and effectiveness of the
internal audit activity and identifies opportunities for improvement. The chief audit executive
should encourage board oversight in the quality assurance and improvement program.
1310 – Requirements of the Quality Assurance and Improvement Program
The quality assurance and improvement program must include both internal and external
assessments.
1311 – Internal Assessments
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Internal assessments must include:



Ongoing monitoring of the performance of the internal audit activity.
Periodic self-assessments or assessments by other persons within the organization with
sufficient knowledge of internal audit practices.

Interpretation:
Ongoing monitoring is an integral part of the day-to-day supervision, review, and measurement
of the internal audit activity. Ongoing monitoring is incorporated into the routine policies and
practices used to manage the internal audit activity and uses processes, tools, and information
considered necessary to evaluate conformance with the Code of Ethics and the Standards.
Periodic assessments are conducted to evaluate conformance with the Code of Ethics and the
Standards.
Sufficient knowledge of internal audit practices requires at least an understanding of all
elements of the International Professional Practices Framework.
1312 – External Assessments
External assessments must be conducted at least once every five years by a qualified,
independent assessor or assessment team from outside the organization. The chief audit
executive must discuss with the board:



The form and frequency of external assessment.
The qualifications and independence of the external assessor or assessment team,
including any potential conflict of interest.

Interpretation:
External assessments may be accomplished through a full external assessment, or a selfassessment with independent external validation. The external assessor must conclude as to
conformance with the Code of Ethics and the Standards; the external assessment may also
include operational or strategic comments.
A qualified assessor or assessment team demonstrates competence in two areas: the
professional practice of internal auditing and the external assessment process. Competence can
be demonstrated through a mixture of experience and theoretical learning. Experience gained in
organizations of similar size, complexity, sector or industry, and technical issues is more valuable
than less relevant experience. In the case of an assessment team, not all members of the team
need to have all the competencies; it is the team as a whole that is qualified. The chief audit
executive uses professional judgment when assessing whether an assessor or assessment team
demonstrates sufficient competence to be qualified.
An independent assessor or assessment team means not having either an actual or a perceived
conflict of interest and not being a part of, or under the control of, the organization to which the
internal audit activity belongs. The chief audit executive should encourage board oversight in the
external assessment to reduce perceived or potential conflicts of interest.
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1320 – Reporting on the Quality Assurance and Improvement Program
The chief audit executive must communicate the results of the quality assurance and
improvement program to senior management and the board. Disclosure should include:





The scope and frequency of both the internal and external assessments.
The qualifications and independence of the assessor(s) or assessment team, including
potential conflicts of interest.
Conclusions of assessors.
Corrective action plans.

Interpretation:
The form, content, and frequency of communicating the results of the quality assurance and
improvement program is established through discussions with senior management and the
board and considers the responsibilities of the internal audit activity and chief audit executive as
contained in the internal audit charter. To demonstrate conformance with the Code of Ethics and
the Standards, the results of external and periodic internal assessments are communicated
upon completion of such assessments, and the results of ongoing monitoring are communicated
at least annually. The results include the assessor’s or assessment team’s evaluation with
respect to the degree of conformance.
1321 – Use of “Conforms with the International Standards for the Professional Practice of
Internal Auditing”
Indicating that the internal audit activity conforms with the International Standards for the
Professional Practice of Internal Auditing is appropriate only if supported by the results of the
quality assurance and improvement program.
Interpretation:
The internal audit activity conforms with the Code of Ethics and the Standards when it achieves
the outcomes described therein. The results of the quality assurance and improvement program
include the results of both internal and external assessments. All internal audit activities will have
the results of internal assessments. Internal audit activities in existence for at least five years will
also have the results of external assessments.
1322 – Disclosure of Nonconformance
When nonconformance with the Code of Ethics or the Standards impacts the overall scope or
operation of the internal audit activity, the chief audit executive must disclose the nonconformance
and the impact to senior management and the board.
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Performance Standards
2000 – Managing the Internal Audit Activity
The chief audit executive must effectively manage the internal audit activity to ensure it adds value
to the organization.
Interpretation:
The internal audit activity is effectively managed when:





It achieves the purpose and responsibility included in the internal audit charter.
It conforms with the Standards.
Its individual members conform with the Code of Ethics and the Standards.
It considers trends and emerging issues that could impact the organization.

The internal audit activity adds value to the organization and its stakeholders when it considers
strategies, objectives, and risks; strives to offer ways to enhance governance, risk management,
and control processes; and objectively provides relevant assurance.
2010 – Planning
The chief audit executive must establish a risk-based plan to determine the priorities of the internal
audit activity, consistent with the organization’s goals.
Interpretation:
To develop the risk-based plan, the chief audit executive consults with senior management and
the board and obtains an understanding of the organization’s strategies, key business objectives,
associated risks, and risk management processes. The chief audit executive must review and
adjust the plan, as necessary, in response to changes in the organization’s business, risks,
operations, programs, systems, and controls.
2010.A1 – The internal audit activity’s plan of engagements must be based on a documented
risk assessment, undertaken at least annually. The input of senior management and the
board must be considered in this process.
2010.A2 – The chief audit executive must identify and consider the expectations of senior
management, the board, and other stakeholders for internal audit opinions and other
conclusions.
2010.C1 – The chief audit executive should consider accepting proposed consulting
engagements based on the engagement’s potential to improve management of risks, add
value, and improve the organization’s operations. Accepted engagements must be included
in the plan.
2020 – Communication and Approval
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The chief audit executive must communicate the internal audit activity’s plans and resource
requirements, including significant interim changes, to senior management and the board for
review and approval. The chief audit executive must also communicate the impact of resource
limitations.
2030 – Resource Management
The chief audit executive must ensure that internal audit resources are appropriate, sufficient,
and effectively deployed to achieve the approved plan.
Interpretation:
Appropriate refers to the mix of knowledge, skills, and other competencies needed to perform the
plan. Sufficient refers to the quantity of resources needed to accomplish the plan. Resources are
effectively deployed when they are used in a way that optimizes the achievement of the approved
plan.
2040 – Policies and Procedures
The chief audit executive must establish policies and procedures to guide the internal audit
activity.
Interpretation:
The form and content of policies and procedures are dependent upon the size and structure of
the internal audit activity and the complexity of its work.
2050 – Coordination and Reliance
The chief audit executive should share information, coordinate activities, and consider relying
upon the work of other internal and external assurance and consulting service providers to ensure
proper coverage and minimize duplication of efforts.
Interpretation:
In coordinating activities, the chief audit executive may rely on the work of other assurance and
consulting service providers. A consistent process for the basis of reliance should be established,
and the chief audit executive should consider the competency, objectivity, and due professional
care of the assurance and consulting service providers. The chief audit executive should also
have a clear understanding of the scope, objectives, and results of the work performed by other
providers of assurance and consulting services. Where reliance is placed on the work of others,
the chief audit executive is still accountable and responsible for ensuring adequate support for
conclusions and opinions reached by the internal audit activity.
2060 – Reporting to Senior Management and the Board
The chief audit executive must report periodically to senior management and the board on the
internal audit activity’s purpose, authority, responsibility, and performance relative to its plan and
on its conformance with the Code of Ethics and the Standards. Reporting must also include
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significant risk and control issues, including fraud risks, governance issues, and other matters
that require the attention of senior management and/or the board.
Interpretation:
The frequency and content of reporting are determined collaboratively by the chief audit
executive, senior management, and the board. The frequency and content of reporting depends
on the importance of the information to be communicated and the urgency of the related actions
to be taken by senior management and/or the board.
The chief audit executive’s reporting and communication to senior management and the board
must include information about:








The audit charter.
Independence of the internal audit activity.
The audit plan and progress against the plan.
Resource requirements.
Results of audit activities.
Conformance with the Code of Ethics and the Standards, and action plans to address any
significant conformance issues.
Management’s response to risk that, in the chief audit executive’s judgment, may be
unacceptable to the organization.

These and other chief audit executive communication requirements are referenced throughout
the Standards.
2070 – External Service Provider and Organizational Responsibility for Internal Auditing
When an external service provider serves as the internal audit activity, the provider must make
the organization aware that the organization has the responsibility for maintaining an effective
internal audit activity.
Interpretation:
This responsibility is demonstrated through the quality assurance and improvement program
which assesses conformance with the Code of Ethics and the Standards.
2100 – Nature of Work
The internal audit activity must evaluate and contribute to the improvement of the organization’s
governance, risk management, and control processes using a systematic, disciplined, and riskbased approach. Internal audit credibility and value are enhanced when auditors are proactive
and their evaluations offer new insights and consider future impact.
2110 – Governance
The internal audit activity must assess and make appropriate recommendations to improve the
organization’s governance processes for:
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Making strategic and operational decisions.
Overseeing risk management and control.
Promoting appropriate ethics and values within the organization.
Ensuring effective organizational performance management and accountability.
Communicating risk and control information to appropriate areas of the organization.
Coordinating the activities of, and communicating information among, the board, external
and internal auditors, other assurance providers, and management.

2110.A1 – The internal audit activity must evaluate the design, implementation, and
effectiveness of the organization’s ethics-related objectives, programs, and activities.
2110.A2 – The internal audit activity must assess whether the information technology
governance of the organization supports the organization’s strategies and objectives.
2120 – Risk Management
The internal audit activity must evaluate the effectiveness and contribute to the improvement of
risk management processes.
Interpretation:
Determining whether risk management processes are effective is a judgment resulting from the
internal auditor’s assessment that:





Organizational objectives support and align with the organization’s mission.
Significant risks are identified and assessed.
Appropriate risk responses are selected that align risks with the organization’s risk
appetite.
Relevant risk information is captured and communicated in a timely manner across the
organization, enabling staff, management, and the board to carry out their
responsibilities.

The internal audit activity may gather the information to support this assessment during multiple
engagements. The results of these engagements, when viewed together, provide an
understanding of the organization’s risk management processes and their effectiveness.
Risk management processes are monitored through ongoing management activities, separate
evaluations, or both.
2120.A1 – The internal audit activity must evaluate risk exposures relating to the
organization’s governance, operations, and information systems regarding the:






Achievement of the organization’s strategic objectives.
Reliability and integrity of financial and operational information.
Effectiveness and efficiency of operations and programs.
Safeguarding of assets.
Compliance with laws, regulations, policies, procedures, and contracts.
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2120.A2 – The internal audit activity must evaluate the potential for the occurrence of fraud
and how the organization manages fraud risk.
2120.C1 – During consulting engagements, internal auditors must address risk consistent with
the engagement’s objectives and be alert to the existence of other significant risks.
2120.C2 – Internal auditors must incorporate knowledge of risks gained from consulting
engagements into their evaluation of the organization’s risk management processes.
2120.C3 – When assisting management in establishing or improving risk management
processes, internal auditors must refrain from assuming any management responsibility by
actually managing risks.
2130 – Control
The internal audit activity must assist the organization in maintaining effective controls by
evaluating their effectiveness and efficiency and by promoting continuous improvement.
2130.A1 – The internal audit activity must evaluate the adequacy and effectiveness of controls
in responding to risks within the organization’s governance, operations, and information
systems regarding the:






Achievement of the organization’s strategic objectives.
Reliability and integrity of financial and operational information.
Effectiveness and efficiency of operations and programs.
Safeguarding of assets.
Compliance with laws, regulations, policies, procedures, and contracts.

2130.C1 – Internal auditors must incorporate knowledge of controls gained from consulting
engagements into evaluation of the organization’s control processes.
2200 – Engagement Planning
Internal auditors must develop and document a plan for each engagement, including the
engagement’s objectives, scope, timing, and resource allocations. The plan must consider the
organization’s strategies, objectives, and risks relevant to the engagement.
2201 – Planning Considerations
In planning the engagement, internal auditors must consider:





The strategies and objectives of the activity being reviewed and the means by which the
activity controls its performance.
The significant risks to the activity’s objectives, resources, and operations and the means
by which the potential impact of risk is kept to an acceptable level.
The adequacy and effectiveness of the activity’s governance, risk management, and
control processes compared to a relevant framework or model.
The opportunities for making significant improvements to the activity’s governance, risk
management, and control processes.
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2201.A1 – When planning an engagement for parties outside the organization, internal
auditors must establish a written understanding with them about objectives, scope,
respective responsibilities, and other expectations, including restrictions on distribution of
the results of the engagement and access to engagement records.
2201.C1 – Internal auditors must establish an understanding with consulting engagement
clients about objectives, scope, respective responsibilities, and other client expectations.
For significant engagements, this understanding must be documented.
2210 – Engagement Objectives
Objectives must be established for each engagement.
2210.A1 – Internal auditors must conduct a preliminary assessment of the risks relevant to
the activity under review. Engagement objectives must reflect the results of this assessment.
2210.A2 – Internal auditors must consider the probability of significant errors, fraud,
noncompliance, and other exposures when developing the engagement objectives.
2210.A3 – Adequate criteria are needed to evaluate governance, risk management, and
controls. Internal auditors must ascertain the extent to which management and/or the board
has established adequate criteria to determine whether objectives and goals have been
accomplished. If adequate, internal auditors must use such criteria in their evaluation. If
inadequate, internal auditors must identify appropriate evaluation criteria through discussion
with management and/or the board.
Interpretation:
Types of criteria may include:
 Internal (e.g., policies and procedures of the organization).
 External (e.g., laws and regulations imposed by statutory bodies).
 Leading practices (e.g., industry and professional guidance).
2210.C1 – Consulting engagement objectives must address governance, risk management,
and control processes to the extent agreed upon with the client.
2210.C2 – Consulting engagement objectives must be consistent with the organization's
values, strategies, and objectives.
2220 – Engagement Scope
The established scope must be sufficient to achieve the objectives of the engagement.
2220.A1 – The scope of the engagement must include consideration of relevant systems,
records, personnel, and physical properties, including those under the control of third
parties.
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2220.A2 – If significant consulting opportunities arise during an assurance engagement, a
specific written understanding as to the objectives, scope, respective responsibilities, and
other expectations should be reached and the results of the consulting engagement
communicated in accordance with consulting standards.
2220.C1 – In performing consulting engagements, internal auditors must ensure that the
scope of the engagement is sufficient to address the agreed-upon objectives. If internal
auditors develop reservations about the scope during the engagement, these reservations
must be discussed with the client to determine whether to continue with the engagement.
2220.C2 – During consulting engagements, internal auditors must address controls consistent
with the engagement’s objectives and be alert to significant control issues.
2230 – Engagement Resource Allocation
Internal auditors must determine appropriate and sufficient resources to achieve engagement
objectives based on an evaluation of the nature and complexity of each engagement, time
constraints, and available resources.
Interpretation:
Appropriate refers to the mix of knowledge, skills, and other competencies needed to perform the
engagement. Sufficient refers to the quantity of resources needed to accomplish the engagement
with due professional care.
2240 – Engagement Work Program
Internal auditors must develop and document work programs that achieve the engagement
objectives.
2240.A1 – Work programs must include the procedures for identifying, analyzing, evaluating,
and documenting information during the engagement. The work program must be approved
prior to its implementation, and any adjustments approved promptly.
2240.C1 – Work programs for consulting engagements may vary in form and content
depending upon the nature of the engagement.
2300 – Performing the Engagement
Internal auditors must identify, analyze, evaluate, and document sufficient information to achieve
the engagement’s objectives.
2310 – Identifying Information
Internal auditors must identify sufficient, reliable, relevant, and useful information to achieve the
engagement’s objectives.
Interpretation:
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Sufficient information is factual, adequate, and convincing so that a prudent, informed person
would reach the same conclusions as the auditor. Reliable information is the best attainable
information through the use of appropriate engagement techniques. Relevant information
supports engagement observations and recommendations and is consistent with the objectives
for the engagement. Useful information helps the organization meet its goals.
2320 – Analysis and Evaluation
Internal auditors must base conclusions and engagement results on appropriate analyses and
evaluations.
2330 – Documenting Information
Internal auditors must document sufficient, reliable, relevant, and useful information to support
the engagement results and conclusions.
2330.A1 – The chief audit executive must control access to engagement records. The chief
audit executive must obtain the approval of senior management and/or legal counsel prior
to releasing such records to external parties, as appropriate.
2330.A2 – The chief audit executive must develop retention requirements for engagement
records, regardless of the medium in which each record is stored. These retention
requirements must be consistent with the organization’s guidelines and any pertinent
regulatory or other requirements.
2330.C1 – The chief audit executive must develop policies governing the custody and
retention of consulting engagement records, as well as their release to internal and external
parties. These policies must be consistent with the organization’s guidelines and any
pertinent regulatory or other requirements.
2340 – Engagement Supervision
Engagements must be properly supervised to ensure objectives are achieved, quality is assured,
and staff is developed.
Interpretation:
The extent of supervision required will depend on the proficiency and experience of internal
auditors and the complexity of the engagement. The chief audit executive has overall
responsibility for supervising the engagement, whether performed by or for the internal audit
activity, but may designate appropriately experienced members of the internal audit activity to
perform the review. Appropriate evidence of supervision is documented and retained.
2400 – Communicating Results
Internal auditors must communicate the results of engagements.
2410 – Criteria for Communicating
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Communications must include the engagement’s objectives, scope, and results.
2410.A1 – Final communication of engagement results must include applicable conclusions,
as well as applicable recommendations and/or action plans. Where appropriate, the internal
auditors’ opinion should be provided. An opinion must take into account the expectations of
senior management, the board, and other stakeholders and must be supported by sufficient,
reliable, relevant, and useful information.
Interpretation:
Opinions at the engagement level may be ratings, conclusions, or other descriptions of the
results. Such an engagement may be in relation to controls around a specific process, risk,
or business unit. The formulation of such opinions requires consideration of the engagement
results and their significance.
2410.A2 – Internal auditors are encouraged to acknowledge satisfactory performance in
engagement communications.
2410.A3 – When releasing engagement results to parties outside the organization, the
communication must include limitations on distribution and use of the results.
2410.C1 – Communication of the progress and results of consulting engagements will vary in
form and content depending upon the nature of the engagement and the needs of the client.
2420 – Quality of Communications
Communications must be accurate, objective, clear, concise, constructive, complete, and timely.
Interpretation:
Accurate communications are free from errors and distortions and are faithful to the underlying
facts. Objective communications are fair, impartial, and unbiased and are the result of a fairminded and balanced assessment of all relevant facts and circumstances. Clear communications
are easily understood and logical, avoiding unnecessary technical language and providing all
significant and relevant information. Concise communications are to the point and avoid
unnecessary elaboration, superfluous detail, redundancy, and wordiness. Constructive
communications are helpful to the engagement client and the organization and lead to
improvements where needed. Complete communications lack nothing that is essential to the
target audience and include all significant and relevant information and observations to support
recommendations and conclusions. Timely communications are opportune and expedient,
depending on the significance of the issue, allowing management to take appropriate corrective
action.
2421 – Errors and Omissions
If a final communication contains a significant error or omission, the chief audit executive must
communicate corrected information to all parties who received the original communication.
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2430 – Use of “Conducted in Conformance with the International Standards for the
Professional Practice of Internal Auditing”
Indicating that engagements are “conducted in conformance with the International Standards for
the Professional Practice of Internal Auditing” is appropriate only if supported by the results of the
quality assurance and improvement program.
2431 – Engagement Disclosure of Nonconformance
When nonconformance with the Code of Ethics or the Standards impacts a specific engagement,
communication of the results must disclose the:




Principle(s) or rule(s) of conduct of the Code of Ethics or the Standard(s) with which full
conformance was not achieved.
Reason(s) for nonconformance.
Impact of nonconformance on the engagement and the communicated engagement
results.

2440 – Disseminating Results
The chief audit executive must communicate results to the appropriate parties.
Interpretation:
The chief audit executive is responsible for reviewing and approving the final engagement
communication before issuance and for deciding to whom and how it will be disseminated.
When the chief audit executive delegates these duties, he or she retains overall responsibility.
2440.A1 – The chief audit executive is responsible for communicating the final results to
parties who can ensure that the results are given due consideration.
2440.A2 – If not otherwise mandated by legal, statutory, or regulatory requirements, prior to
releasing results to parties outside the organization the chief audit executive must:
 Assess the potential risk to the organization.
 Consult with senior management and/or legal counsel as appropriate.
 Control dissemination by restricting the use of the results.
2440.C1 – The chief audit executive is responsible for communicating the final results of
consulting engagements to clients.
2440.C2 – During consulting engagements, governance, risk management, and control
issues may be identified. Whenever these issues are significant to the organization, they
must be communicated to senior management and the board.
2450 – Overall Opinions
When an overall opinion is issued, it must take into account the strategies, objectives, and risks
of the organization; and the expectations of senior management, the board, and other
Revised: October 2016
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stakeholders. The overall opinion must be supported by sufficient, reliable, relevant, and useful
information.
Interpretation:
The communication will include:







The scope, including the time period to which the opinion pertains.
Scope limitations.
Consideration of all related projects, including the reliance on other assurance providers.
A summary of the information that supports the opinion.
The risk or control framework or other criteria used as a basis for the overall opinion.
The overall opinion, judgment, or conclusion reached.

The reasons for an unfavorable overall opinion must be stated.
2500 – Monitoring Progress
The chief audit executive must establish and maintain a system to monitor the disposition of
results communicated to management.
2500.A1 – The chief audit executive must establish a follow-up process to monitor and
ensure that management actions have been effectively implemented or that senior
management has accepted the risk of not taking action.
2500.C1 – The internal audit activity must monitor the disposition of results of consulting
engagements to the extent agreed upon with the client.
2600 – Communicating the Acceptance of Risks
When the chief audit executive concludes that management has accepted a level of risk that
may be unacceptable to the organization, the chief audit executive must discuss the matter with
senior management. If the chief audit executive determines that the matter has not been
resolved, the chief audit executive must communicate the matter to the board.
Interpretation:
The identification of risk accepted by management may be observed through an assurance or
consulting engagement, monitoring progress on actions taken by management as a result of
prior engagements, or other means. It is not the responsibility of the chief audit executive to
resolve the risk.
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Glossary
Add Value
The internal audit activity adds value to the organization (and its stakeholders) when it provides
objective and relevant assurance, and contributes to the effectiveness and efficiency of
governance, risk management, and control processes.
Adequate Control
Present if management has planned and organized (designed) in a manner that provides
reasonable assurance that the organization’s risks have been managed effectively and that the
organization’s goals and objectives will be achieved efficiently and economically.
Assurance Services
An objective examination of evidence for the purpose of providing an independent assessment
on governance, risk management, and control processes for the organization. Examples may
include financial, performance, compliance, system security, and due diligence engagements.
Board
The highest level governing body (e.g., a board of directors, a supervisory board, or a board of
governors or trustees) charged with the responsibility to direct and/or oversee the organization’s
activities and hold senior management accountable. Although governance arrangements vary
among jurisdictions and sectors, typically the board includes members who are not part of
management. If a board does not exist, the word “board” in the Standards refers to a group or
person charged with governance of the organization. Furthermore, “board” in the Standards
may refer to a committee or another body to which the governing body has delegated certain
functions (e.g., an audit committee).
Charter
The internal audit charter is a formal document that defines the internal audit activity’s purpose,
authority, and responsibility. The internal audit charter establishes the internal audit activity’s
position within the organization; authorizes access to records, personnel, and physical
properties relevant to the performance of engagements; and defines the scope of internal audit
activities.
Chief Audit Executive
Chief audit executive describes the role of a person in a senior position responsible for
effectively managing the internal audit activity in accordance with the internal audit charter and
the mandatory elements of the International Professional Practices Framework. The chief audit
executive or others reporting to the chief audit executive will have appropriate professional
certifications and qualifications. The specific job title and/or responsibilities of the chief audit
executive may vary across organizations.
Code of Ethics
The Code of Ethics of The Institute of Internal Auditors (IIA) are Principles relevant to the
profession and practice of internal auditing, and Rules of Conduct that describe behavior
expected of internal auditors. The Code of Ethics applies to both parties and entities that
provide internal audit services. The purpose of the Code of Ethics is to promote an ethical
culture in the global profession of internal auditing.
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Compliance
Adherence to policies, plans, procedures, laws, regulations, contracts, or other requirements.
Conflict of Interest
Any relationship that is, or appears to be, not in the best interest of the organization. A conflict of
interest would prejudice an individual’s ability to perform his or her duties and responsibilities
objectively.
Consulting Services
Advisory and related client service activities, the nature and scope of which are agreed with the
client, are intended to add value and improve an organization’s governance, risk management,
and control processes without the internal auditor assuming management responsibility.
Examples include counsel, advice, facilitation, and training.
Control
Any action taken by management, the board, and other parties to manage risk and increase the
likelihood that established objectives and goals will be achieved. Management plans, organizes,
and directs the performance of sufficient actions to provide reasonable assurance that
objectives and goals will be achieved.
Control Environment
The attitude and actions of the board and management regarding the importance of control
within the organization. The control environment provides the discipline and structure for the
achievement of the primary objectives of the system of internal control. The control environment
includes the following elements:







Integrity and ethical values.
Management’s philosophy and operating style.
Organizational structure.
Assignment of authority and responsibility.
Human resource policies and practices.
Competence of personnel.

Control Processes
The policies, procedures (both manual and automated), and activities that are part of a control
framework, designed and operated to ensure that risks are contained within the level that an
organization is willing to accept.
Core Principles for the Professional Practice of Internal Auditing
The Core Principles for the Professional Practice of Internal Auditing are the foundation for the
International Professional Practices Framework and support internal audit effectiveness.
Engagement
A specific internal audit assignment, task, or review activity, such as an internal audit, control
self-assessment review, fraud examination, or consultancy. An engagement may include
multiple tasks or activities designed to accomplish a specific set of related objectives.
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Engagement Objectives
Broad statements developed by internal auditors that define intended engagement
accomplishments.
Engagement Opinion
The rating, conclusion, and/or other description of results of an individual internal audit
engagement, relating to those aspects within the objectives and scope of the engagement.
Engagement Work Program
A document that lists the procedures to be followed during an engagement, designed to achieve
the engagement plan.
External Service Provider
A person or firm outside of the organization that has special knowledge, skill, and experience in
a particular discipline.
Fraud
Any illegal act characterized by deceit, concealment, or violation of trust. These acts are not
dependent upon the threat of violence or physical force. Frauds are perpetrated by parties and
organizations to obtain money, property, or services; to avoid payment or loss of services; or to
secure personal or business advantage.
Governance
The combination of processes and structures implemented by the board to inform, direct,
manage, and monitor the activities of the organization toward the achievement of its objectives.
Impairment
Impairment to organizational independence and individual objectivity may include personal
conflict of interest, scope limitations, restrictions on access to records, personnel, and
properties, and resource limitations (funding).
Independence
The freedom from conditions that threaten the ability of the internal audit activity to carry out
internal audit responsibilities in an unbiased manner.
Information Technology Controls
Controls that support business management and governance as well as provide general and
technical controls over information technology infrastructures such as applications, information,
infrastructure, and people.
Information Technology Governance
Consists of the leadership, organizational structures, and processes that ensure that the
enterprise’s information technology supports the organization’s strategies and objectives.
Internal Audit Activity
A department, division, team of consultants, or other practitioner(s) that provides independent,
objective assurance and consulting services designed to add value and improve an
organization’s operations. The internal audit activity helps an organization accomplish its
objectives by bringing a systematic, disciplined approach to evaluate and improve the
effectiveness of governance, risk management and control processes.
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International Professional Practices Framework
The conceptual framework that organizes the authoritative guidance promulgated by The IIA.
Authoritative guidance is composed of two categories – (1) mandatory and (2) recommended.
Must
The Standards use the word “must” to specify an unconditional requirement.
Objectivity
An unbiased mental attitude that allows internal auditors to perform engagements in such a
manner that they believe in their work product and that no quality compromises are made.
Objectivity requires that internal auditors do not subordinate their judgment on audit matters to
others.
Overall Opinion
The rating, conclusion, and/or other description of results provided by the chief audit executive
addressing, at a broad level, governance, risk management, and/or control processes of the
organization. An overall opinion is the professional judgment of the chief audit executive based
on the results of a number of individual engagements and other activities for a specific time
interval.
Risk
The possibility of an event occurring that will have an impact on the achievement of objectives.
Risk is measured in terms of impact and likelihood.
Risk Appetite
The level of risk that an organization is willing to accept.
Risk Management
A process to identify, assess, manage, and control potential events or situations to provide
reasonable assurance regarding the achievement of the organization’s objectives.
Should
The Standards use the word “should” where conformance is expected unless, when applying
professional judgment, circumstances justify deviation.
Significance
The relative importance of a matter within the context in which it is being considered, including
quantitative and qualitative factors, such as magnitude, nature, effect, relevance, and impact.
Professional judgment assists internal auditors when evaluating the significance of matters
within the context of the relevant objectives.
Standard
A professional pronouncement promulgated by the International Internal Audit Standards Board
that delineates the requirements for performing a broad range of internal audit activities and for
evaluating internal audit performance.
Technology-based Audit Techniques
Any automated audit tool, such as generalized audit software, test data generators,
computerized audit programs, specialized audit utilities, and computer-assisted audit techniques
(CAATs).
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Internal audit reports provide internal opinion, advice, consultation and
recommendations to Departments, Boards and Offices of the Isle of Man
Government.
Communications between Departments, Boards and Offices may properly be
considered confidential where they are part of a deliberative process or
relate to an action plan or recommendations whose premature disclosure
might impair effectiveness. Also, to ensure that audit matters can be
discussed in a candid and frank manner there should be a reasonable
expectation that the confidentiality of information will be preserved.
As a consequence the information provided in this report is protectively
marked as “Official - Sensitive” and must not be disclosed to any third party
without the prior written consent of Treasury, Audit Advisory Division.
Whilst every care has been taken to ensure that the information provided in
this report is as accurate as possible, it is based upon the documentation
reviewed, the information provided to us during the course of our work, the
relevant personnel or third parties interviewed, and the previously agreed
scope and objectives.
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EXECUTIVE SUMMARY

1.1 Introduction
As part of the Audit Advisory Division’s Internal Audit programme for 2020-2021, a
review of training and development in the Isle of Man Constabulary was undertaken.
The review aims to provide assurance that the Constabulary has effective controls in
place to meet current & future training requirements, and that sufficient records of
training are maintained.
1.2 Background
The Isle Of Man Constabulary (IOMC) sits within the Department of Home Affairs (The
Department, DHA). The core purpose of the Department of Home Affairs is to ensure
community safety in the Isle of Man. It aims to improve the quality of life for Island
residents by providing effective services for their safety, protection and security.
The budget holder report for 2019/20 shows the budget for IOM Constabulary training
was £390,600 inclusive of travel expenses for training purposes which had been
incorporated into the budget. This was the result of a successful business case
submitted in 2018 for the provision of development and quality assurance resources to
allow the IOMC to meet its statutory obligations.
The initiatives specified in the business case were for development, training and
succession planning needs. However, despite the increase in budget, IOMC did not have
access to the College of Policing (CoP) training materials due to a licencing agreement
that was finally granted in the summer period of 2020.
The CoP are the established professional body for UK Police Forces. CoP establishes
policing standards and have the ownership rights of the intellectual property for training
and development materials and training courses. IOMC aim to stay in line with UK
policing as much as possible.
The IOMC’s training budget for 2017/18 was £132,000, and 2018/19 was £39,814 with
an actual spend £171,315.
1.3 Scope
The scope of this review was to evaluate the processes in place within the IOMC to train
new recruits and how the IOMC identify, prioritise, monitor training and review
performance for staff across the Constabulary.
This review focused on the IOMC’s Organisational Development Team and the DHA
Training Centre in Port Erin; where new recruits undergo an initial training programme.
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It should be noted that COVID 19 has impacted on resources and business as usual
work for both Audit Advisory Division and the Department which has resulted in delays
to testing and reporting during this review.
Our review considered the adequacy of the control design and operation for the
following control objectives for this area.
A

Standards, objectives and related risks are properly defined, communicated
and managed.

B

Operational controls are adequate, effective and reliable

C

Managerial and supervisory controls provide effective monitoring.

D

Management information and reporting mechanisms are adequate,
effective and reliable.

The results of this audit are reported in the main body by exception. That is details
of testing, the results and implications are only included where a weakness in either the
control framework or application of the control is identified and rectifying action is
required.
1.4 Overall Conclusion
Taking account of the issues identified in paragraphs 1.5 to 1.9 below, in our
opinion the controls for the area under review, as currently laid down and
operated, provide adequate assurance that risks material to the achievement
of the organisation’s objectives for this area are adequately managed and
controlled.
1.5 Conclusion on the design of the framework of controls
Based on the evidence obtained, we have concluded that the design of the system of
control, if complied with, is sufficiently robust to provide assurance that the activities
and procedures in place will achieve the objectives for the system.
We have made no fundamental or significant recommendations.
1.6 Conclusion on the application of controls
Based on the evidence obtained from our testing, we have concluded that the
application of established controls is adequate, but with exceptions.
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We have made no fundamental and 1 significant recommendation arising from the
following:


Lack of records held on the skills register for completed training.

1.7 Analysis of control design and application
A summary of the control environment for each objective in section 1.3 is shown
below:
Number of Fundamental or
Significant recommendations
made*
A
B
C
D
0
0
0
0

Control Design
Control Operation

0

1

0

0

*We have also made 8 recommendations categorised as Merits Attention. These
are detailed in the Action Plan below.
1.8 Risk / Control Overview
Control
Reference






Control Reviewed

Red: Any Fundamental Rec’s / >1 Significant Rec
Amber: 1 Significant Recommendation
Yellow: 1 or more Merits Attention Rec’s
Green: No Recommendations

Control
Status

Recommendations
Made (No.)

RAYG
F
S
1 Risk: Training requirements are not clearly defined or communicated.
1.1
The Police Act 1993 legislates that “It is
the duty of the Department to secure
the maintenance of an efficient and
Y
effective police force”.

Control
Objective
Reference

MA

(A,B,C or D)

1

A

The College of Policing Standards are
followed as best practice.

1.2

Some policy documentation exists for;
-Detective Development Pathway
Y
1
A
-Detective Officer Selection and Training
-Driver Training and Vehicle Use
-Coaching Strategy
2 Risk: Staff are not adequately skilled, trained or qualified to undertake their duties.

2.1

The CoP National Portfolio identifies
emerging trends. IOMC use the risk
register as an aid to identify training
need/gaps and prioritise through the
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Control Reviewed

Red: Any Fundamental Rec’s / >1 Significant Rec
Amber: 1 Significant Recommendation
Yellow: 1 or more Merits Attention Rec’s
Green: No Recommendations

level of risk. Additionally, Heads of
Departments will inform OD what
training is required for their officers.

2.2

RAYG

Recommendations
Made (No.)
F

S

Y

MA

Control
Objective
Reference

2

(A,B,C or D)
B

1

B

1

C

There is a Skills Register held on
SharePoint.
Training records are held on individual
PDRs.

2.3

Control
Status

A

1

Exams and assessments are completed
during the Initial Training Programme.
Sergeants supervise groups of officers
and observe/assess/feedback through
the PDR.

Y

3 Risk: Management/ Supervisors are unaware of failings in the achievement of the Training
& Development Programme.
3.1

Management in the Organisational
Development Department review and
monitor training and development for
the Constabulary.

Y

1

C

(1*)

D

4 Risk: Lack of performance management information.
4.1

No formal KPIs are in place;
IOMC use Professional Standards,
Codes of Conduct and IOMC Values and
Behaviours to measure performance
and are recorded on individuals PDRs at
appraisals.

Y

5 Risk: Costs to maintain the required level of training are unknown or incorrectly accounted
for.
5.1

Monthly and weekly management
meetings take place and reports are
produced at high level.

Y

1

D

*These recommendations have been included in other controls and have therefore not been
counted in the overall total of recommendations
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1.9 Additional Comments
In addition to the findings summarised in Section 1 and described in detail in
Section 3, we also found the following examples of good practice in the
management of risk achieved through the effective design and consistent
application of controls:


The IOMC maintains close affiliations with North-West Police Forces, who
share best practices and provide training expertise to the Constabulary.



The Trainer’s attend National UK conferences for mandatory training
including PST, so that training conducted on Island is on par with the UK.



The IOMC is part of the Small Islands Forum which provides support and
the sharing of best practice across the small islands.
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ACTION PLAN
The priority of the findings and recommendations are as follows:


Fundamental – action is imperative to ensure that the organisational objectives are met and to ensure that the organisation is not exposed to material risks;



Significant – requires action to avoid exposure to significant risks in achieving the objectives for the area under review;



Merits Attention – action encouraged to enhance control or improve operational efficiency.

KEY RISKS – Fundamental & Significant Recommendations
Para

Recommendation

Categorisation

Accepted Management comment
Y/N

2.2
(ii)

All IOMC staff should be reminded of their
responsibilities to report/record training and
courses for the skills register and the importance
of accurate records for training.

Significant

Y

Already addressing this issue.

Implementation
date

Manager
responsible

October 2021

E-Learn Vannin to be the central
record for all Police training.
LEaD & IOMC progressing with
historic records and a pilot scheme
with limited numbers to develop
processes to ensure accurate
records.
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HOUSEKEEPING ISSUES – Merits Attention Recommendations
Para

Recommendation

Categorisation

Accepted Management comment
Y/N

1.1

1.2

2.1
(i)
2.1
(ii)

2.2
(i)

Implementation
date

The IOMC should develop and implement a
policy for training, development, recording and
monitoring of Police staff in line with required
standards.
The role specific policies should be reviewed
periodically and updated if necessary to ensure
alignment with CoP/UK standards.

Merits
Attention

Y

IOMC will develop and implement a
policy in line with
recommendations.

June 2021

Merits
Attention

Y

Some policies had fallen outside
the review period set, this has
already been actioned to catch up
and relevant leads notified by OD

April 2021

A central record should be held for all mandatory
training requirements and monitored closely.

Merits
Attention

Y

See 2.2 (ii)

July 2021

Merits

Y

Recognise there is a gap in formally
recording outcomes of DTMG.

April 2022

Training requirements requested/discussed
between the Development & Training
Management Group should be documented for
future review and identification of training
requirements.
The IOMC should ensure mandatory training is
completed within the timescales by all officers.

Attention

Manager
responsible

Will be done

Merits
Attention

Y

See 2.2 (ii)

October 2021
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All officers with line management or mentor
duties should be reminded of their
responsibilities for both PDPs and PDRs for their
groups of officers. Records of training and
assessment should be recorded accurately and
ensure that monthly meetings/reviews take
place.
The dip-sampling of PDRs should be resumed;
3.1
findings from QA and areas for improvement
(*4.1) should be recorded and communicated across
the IOMC.
The half yearly reviews should be formally
5.1
documented for any changes to the existing plan
to be captured and monitored.
2.3

Isle Of Man Constabulary:
Training & Development

Merits
Attention

Y

Cultural issue which is being
addressed with all supervisors
through training & CPD.

October 2021

New PDR format being trailed for
implementation April 2021
Merits
Attention

Y

Was done annually, has lapsed –
will pick up again

June 2021

Merits
Attention

Y

See 2.1 (ii)

September
2021
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3.

FINDINGS AND RECOMMENDATIONS
Risk: 1
Training requirements are not clearly defined or communicated.
Control: 1.1
The Police Act 1993 legislates that “It is the duty of the Department to
secure the maintenance of an efficient and effective police force”.
The College of Policing Standards are followed as best practice.
Control Design Adequate:

Y/N

Control Operating Reliably:

Y/N

Summary of Findings:

The UK Police Force is made up from 43 territories/forces. The IOMC sits outside of
these UK forces, but still forms part of British policing. For this reason the IOMC try to
keep in line with UK as much as possible.
The IOMC has 337 established positions:
 231 Police Officers
 99 Support Staff
 7 Support Staff on limited term appointments
The College of Policing (CoP) is the established professional body for UK forces and sets
the standards in policing for both forces and individuals. CoP also developed the
Authorised Professional Practices (APP), set the policing educational requirements,
facilitate the academic accreditation and hold the licensing for all learning materials.
IOMC are not obliged to follow CoP standards, but should still keep in line with them.
CoP charge licencing fees and as IOMC sit outside of the UK Forces the fees are higher
in that the IOMC would be charged the same as UK forces but for significantly fewer
staff participating in courses. It was for this reason that IOMC were delayed in gaining
access to the learning materials.
During testing IOMC were still negotiating with CoP regarding the licencing agreement
and costs during the period November 2019 – February 2020.
Although IOMC did not have access to the learning materials, they had access to the
standards and APP which IOMC take their direction from. IOMC update their training as
necessary to align with IOMC emerging trends. However, not all UK training is applicable
to the IOMC; such as motorway training for the IOM Roads Policing Unit.
APP is the official source of policing practice and covers a range of policing activities
such use of firearms, treatment of people in custody, investigation of child abuse and
management of intelligence.
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*An update provided in August 2020 noted that a licencing agreement is now in place,

which the IOMC will add to as required and is built into budget.

All staff now have access to a national Managed Learning Environment which also gives
the IOMC access to CoP courses and e-learning. Access has now also been gained to a
knowledge hub, which is a professional forum for British Policing allowing sharing of
knowledge and experience between forces.
The IOMC do not have an official policy in place for training and development inclusive
of mandatory training, records or assessments. The Constabulary has produced various
Standard Operating Procedures (SOP) documents that cover areas such promotion,
succession planning, recruitment and mentoring. A people strategy 2020-2023 is in
place which incorporates recruitment and development of people.
IOMC are required to follow and adhere to the IOM Government Police Act 1993,
however this Act only states that is it is the responsibility of the Department and Chief
Constable to maintain an effective Police Force but does not contain any instruction in
relation to any specific training requirements or minimum training.
Implications:

If formally documented training requirements and standards are not in place, specific to
the IOMC, training requirements are not clearly defined or may not be communicated to
all staff.
Lack of access to CoP training materials may cause the training of officers in the IOMC
to fall below the expected standards. Changes or updates in training and professional
practices may be unknown to IOMC.
Recommendations:

The IOMC should develop and implement a policy for training, development, recording
and monitoring of Police staff in line with required standards.
Merits Attention
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Training requirements are not clearly defined or communicated.
There is no overarching training and development policy or strategy.
Some policy documentation exists for;
-Detective Development Pathway
-Detective Officer Selection and Training
-Driver Training and Vehicle Use
-Coaching Strategy

Control Design Adequate:

Y/N

Control Operating Reliably:

Y/N

Summary of Findings:

There is no overarching policy for IOMC Training and Development. There are various
standard operating procedure documents for development. Audit were provided with
four policies for the following:
 Detective Development Pathway
 Detective Officer Selection & Training
 Driver Training & Vehicle Use
 Coaching Strategy
The policies have not been reviewed for over 3 years and none of the above policies had
any reference to IOMC mandatory or periodic (e.g. annual) training requirements. It was
noted in January 2021 that the Coaching Strategy had been reviewed and version
control updated.
There are 3 IOMC trainers, 1 full time and 2 part time. A Sergeant based at the Training
Centre is responsible for the management of people development and training and is
also the Constabulary’s Personal Trainer.
New Police recruits undertake an Initial Training Programme (ITP). Due to the IOMC not
having access to CoP learning materials, the IOMC rely on their trainers to source the
information, trends, and key themes from CoP. The Initial Training Programmes are
developed and conducted by the IOMC trainers using their experience and expertise.
Trainers are qualified as Cert.Ed. or Dip.Ed.
The Initial Training Programme starts with 15 weeks of foundation training which covers
4 modules:
 Evidence and procedure
 Criminal offences
 General Police duties (e.g. Public order offences)
 Roads Policing (Covers a broad range such as the requirement of road laws,
requiring production of documentation).
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During this programme, Student Constables sit written exams and undergo various role
plays and assessment days. Formal assessment days are held at week 7 and week 14 of
the programme. Students also attend courses for Emergency First Aid At Work and Child
Safeguarding.
A 15 week programme from 2019 was provided. This was reviewed and noted that
learning included Professional Standards, Personal Safety Training (PST) and various
related acts and regulations such as Police Powers and Procedure (PPP). IOMC’s ITP
covers training in line with COP’s mandatory units, such as priority and volume crimes.
Student Constables then undergo a further 15 weeks of Tutored Patrol; this provides
students with on the job learning with an experienced officer. Students will also
undertake a 2 week driving course.
Constables are then on independent patrol for the remainder of the 2 year probationary
period.
Initial training programme overviews were reviewed for 3 UK polices forces, and
although it was noted that they use the CoP’s IPLDP, the IOMC’s training structure over
the 2 year probation period was in line with the UK forces.
Students receive 4 manuals that cover laws, legislations, practices and procedures and
also are the pre-notes that are used in conjunction with their training.
To stay in line with the UK as much as possible, the trainers source the information for
training through CoP, such as the Authorised Professional Practices (APP). This is used
as reference material, which they then individualize and apply parts of training updates
to those that are applicable to the IOM.
The Continual Development/Improvement Team will also highlight any areas where
mistakes have been made within the force and/or where improvements could be made.
For example, AG’s have provided advice that improvements should be made with
evidence of mobile phone offences, so that the evidence presented in court is
admissible.
After an initial training programme has been completed, the training team will review
and evaluate the last course as a process of continual learning and improvement.
An improvement made to the programme was during week 1 of the training. Students
are taken out in the evening to shadow/observe officers on duty for street policing to
open their eyes to the nature of the job.
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The training team produce a post course report to provide an overview of the course
which is provided to Management in the OD Team.
Key issues noted from the last report centred around the fact that the only full time
trainer was new to role with the least experience, and that an experienced trainer had
retired therefore leaving the only other experienced trainer who is part time. The course
was conducted during the TT period and both the Training Manager and the remaining
senior instructor returned to operational duties during this period which negatively
impacted the training on Student Constables.
Implications:

If IOMC policies are not periodically reviewed, it cannot be ensured that the information
and requirements in the policies is up to date and accurate to enable alignment with UK
best practices and processes.
If the training team is not adequately managed and resourced, timescales for training
may not be met/pushed back, and students undertaking training may be negatively
impacted leading to ineffective training.
Recommendations:

The role specific policies should be reviewed periodically and updated to ensure
alignment with CoP/ UK Standards.
Merits Attention
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Staff are not adequately skilled, trained or qualified to undertake their
duties.
The CoP National Portfolio identifies emerging trends. IOMC use the risk
register as an aid to identify training need/gaps and prioritise through
the level of risk. Additionally, Heads of Departments will inform OD what
training is required for their officers.

Control Design Adequate:

Y/N

Control Operating Reliably:

Y/N

Summary of Findings:

The IOMC submitted a business case in 2018 to acquire a budget increase for training
and development. This was the result of a large drop in budget in 2018/2019 when the
budget was reduced to £42,000. The effect was that the IOMC could not sustain training
levels and succession planning to continue to meet the needs of the Island, nor any
emerging issues.
The business case was successful and a new budget was granted bringing the 2019/20
training budget to £285,364. The business case identified gaps in training and in regard
to mandatory training, lifesaving was the only listed training required. Other training
requirements listed in the business case was for staff development including succession
planning and PST for the Special Constabulary. Listed training requirements for specialist
areas included Firearms, Scenes Of Crime Officer, and Public Protection Unit.
Due to limited resources, IOMC focus on essential training. As an increased budget has
now been secured, the next 3 years of training plans are focused on catching up with
succession planning needs.
Risk Registers
IOMC use their risk registers as an aid to identify training needs and gaps through the
level of risk. These are held on SharePoint and 6 were identified as being related to
training and development.
Risks are monitored on an ongoing basis, and require to be reviewed and updated every
6 months.
From these 6 risks, only 1 risk had been categorised as “Major”, titled Budgetary Impact,
with a rating of very high impact and a likely probability. Summary notes for this risk
stated that impacts included reduced capability, inability to meet challenges, fewer
officers and detectives, and operational choices that had to be taken regularly such as
whether to investigate drugs matters or child abuse. Additional funding was secured
meaning that this risk was closed off in February 2020.
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However, management comments identify that the new funding does not cover previous
negative financing in this area, and the new funding will be closely managed. It was due
to lack of budget that the constabulary is now “catching up”, and training prioritised still
factors in availability and affordability. It is therefore that the risk still remains, but has
been reduced due to increased budget.
The 4 risks that are categorised as significant are succession planning and management,
specialist training, leadership development, and recruitment and retention. All 4 risks
have an impact rating of high, with ¾ of the risks with a likely probability.
The last risk, College of Policing, is categorised as “important” and cover the issues
around the licensing agreements and accessibility to learning materials. The response to
this risk included scoping organisational compliance with the current APP, capturing and
disseminating this information across the IOMC. It notes that where compliance with
APP cannot be followed/accessed the IOMC should ensure that the gap is covered by
policy.
All of the above risks were updated by Organisational Development Senior Management
in February 2020 and were due for the next formal reviews in November 2020.
A Development & Training Management Group is in place for the Organisation
Development Team’s Senior Management, Chief Inspectors and Inspectors, who
regularly communicate training needs and involved costs. The Inspectors of the different
areas across IOMC will inform OD what training they require, and it is the responsibility
of OD to manage expectations in relation to what training can realistically be done vs.
identified risk and budget. There is no formal documentation in place for DTMG such as
meeting notes or documented requests.
Mandatory Training
As noted, there is no policy is place for IOMC training.
Police are required to undertake mandatory training periodically, and although there is
no one policy in place to document these training requirements, there is national UK
legislation that advises timescales in each area of training or specialism.
The mandatory training requirements for all police include an annual fitness test and
PST and First Aid which must be completed every 3 years.
Refresher specialist training includes Firearms and Driving which must be accredited
every 3-5 years. The IOMC aim to have Firearms reaccreditation completed every 3
years due to the lower volume of related incidents on the Island.
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There is no single source of training records within the IOMC. Although mandatory
training records for PST and First Aid are held for individuals by the OD Team, other
specialised areas of training, such as the firearms accreditation, are held by the
individual teams within the IOMC.
The need for improvement of records has been recognised. An update was provided in
August 2020 advising that they had met with LEaD and were in the process of capturing
all training records on to E-Learn Vannin with the aim that all individuals and the
organisation will be able see what training has or has not been completed.
Small Islands Forum (SIF)
The SIF was developed with written agreement that the 4 islands will work together for
improving policing in the Crown Dependencies and Gibraltar. The group is a support
network for those police forces who sit outside of the UK for driving continuous
improvement and sharing best practices.
The Islands meet on a quarterly basis and all have their own areas to champion. IOMC
is championing CoP property rights and developing CoP relationships.
Meeting notes were reviewed for May & October 2019, they document other members
of professional bodies present at the meetings including CoP, National Police Chiefs
Council and Counter Terrorism.
In regard to CoP, it was noted that the charging regime remained the focal point and
was agreed that the licence schedule at the time was not fit for purpose. It was hoped
that from April 2020 CoP would be able to grant licences and would have updated the
associated costs.
Guernsey and Jersey already had paper access to the CoP managed learning
environment, IOMC and Gibraltar did not. CoP would advise IOMC when this learning
environment had moved to a free platform and free to access.
An update in August 2020 noted that all staff now have access to a national Managed
Learning Environment which also gives the IOMC access to CoP courses and e-learning.
Implications:

If mandatory and specialist training requirements are not documented and
communicated across the Constabulary, essential training may not be up to date,
putting the staff and public at risk, and accreditations may expire.
DTMG – if training requests from inspectors are not documented, even if they are not
high risk areas, requests cannot be reviewed and considered for future
purposes/planning. Where training is declined, reasons why should be documented.
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Recommendations:

(i)

A central record should be held for all mandatory training requirements and
monitored closely.
Merits attention

(ii)

Training requirements discussed between the Development & Training
Management Group should be documented for future review and identification
of training requirements.
Merits Attention.
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Staff are not adequately skilled, trained or qualified to undertake their
duties.
There is a Skills Register held on a SharePoint.
Training records are held on individual PDRs.

Control Design Adequate:

Y/N

Control Operating Reliably:

Y/N

Summary of Findings:

Mandatory Training Records
Spreadsheets are maintained for Personal Safety Training (PST) and First Aid training
which needs to be completed every 1- 3 years. Prior to undertaking PST training,
officers must complete a Job Related Fitness Test (JRFT) to level 5.4. The JRFT is
administered according to CoP.
The Duty Board determines when officers can be taken out of operational duties, which
therefore determines when training can be scheduled by the OD Team.
The OD Sergeant monitors these spreadsheets and will chase any training not
completed.
PST.
The PST Spreadsheet (February 2020), listed 276 officers. Only 66 officers were coded
green (in date), 114 officer amber (1 month until expiry), and 96 officers red (out of
date). 73 officers had training dates booked in between February-April 2020.
33 officers had last completed PST between 2016-2018, meaning it had been a year or
more since mandatory PST had been completed. 8 of these staff were noted as being
unable to complete the training for reasons including restricted duties, sickness and
maternity.
The OD Team was aware that there were a lot of staff who had not completed the
annual PST. There were staff who could not complete the training due to contributing
factors such as the IOMC restructure that took place in January - March 2020. Officers
were unable to be extracted daily during this time to complete training and courses were
postponed. The organisation carried the risk to allow for this.
Courses were scheduled from March 2020 onwards, however the Covid Pandemic hit the
Island which also impacted officer availability for training.
An update was provided in August 2020 advising that courses were back up and
running, meaning that the number of officers colour coded “red” on the training
spreadsheets would be reduced. During the debrief meeting in January 2021, the OD
Inspector advised that PST was now up to date with the exception of any staff who
were off sick.
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There are a limited number of trainers and therefore an additional 10 PST trainers
across the IOMC will come out of role once per year to conduct the training and assess
the officers. The PST trainers course is carried out over 5 days and documented
assessment sheets are completed by the IOMC’s Trainers to evidence assessments
carried out on various Micro teach sessions and practical’s. The assessment sheets
document whether the areas of the course have been successfully completed and
provide feedback to the PST trainers.
These additional PST instructors have access to the PST spreadsheets and can input
completed training for officers on completion of the course.
First Aid (3 yearly)
309 staff were listed on this spreadsheet (February 2020), plus 15 cadets. All cadets
completed this training in 2019.
17 staff were overdue first aid training and 29 members of staff had no dates recorded
for their last completion of training. It was therefore unknown if the training had been
completed or was next due.
The UK’s Health & Safety Executive provides guidance that should be at least one
person trained in first aid and another first-aider should be in place for every 50 workers
after that. The IOMC has mandated that they require all staff to be first aid trained.
Skills Register
The IOMC Skills Register is held on a SharePoint which is maintained by the IOMC’s
Senior Secretary. However, Organisational Development Management noted during the
audit that this is an area of weakness i.e. records of training were incomplete.
The skills register lists 315 staff, it was observed that training records show;
 156 staff have less than 10 records
 150 staff have between 11-39 records
 9 staff have 40-70 records.
From the skills register, a sample of 10 officers were selected. The officers had records
ranging between 2-16 pieces of training, with these records ranging from 1999 -2019.
Various exceptions were noted for incomplete records across the sample such as:
 An officer whose first piece of training was recorded in 1999, has their first aid
training recorded in 2019 only. Additionally this officer has a 15 year gap in PST
training between 2003-2018.
 1 officer’s – PST training out of date. Records show that PST not completed since
2018.
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7 officer’s had missing PST training records between 2015-2018.
1 officer had no training records between 2009-2014.
3/10 officers had incomplete records for First Aid training which is required to be
completed every 3 years.
No officers had complete PST records for the annual training with the exception
of 1 officer which it is assumed joined the force in 2019.
2 officers had other elements of mandatory training recorded as listed previously
for Firearms TFC recertification and Driver training completed in 2018 &2019.
Other training recorded across the sample included: Assessor, Tutor Constable,
Autism Awareness, GDPR, Crime, Evidence & Procedure, Child Protection,
Custody Course, Pro Laser, and FISP risk management.

PDRs
The OD Team had advised that training records are held on individual PDRs.
The PDRs state that is the responsibility of each officer to updates the skills register and
add any recent courses or requalification’s undertaken.
To test the PDRs, a sample of 10 was selected from across IOMC of officers at different
ranks and areas. Testing found that 2019-20 PDRs were still mostly blank at March
2020, evidencing that throughout the course of the year PDRs were not being regularly
updated by the officers nor their supervisors. Testing was therefore conducted on the
2018-19 PDRs.
A section for future training required for development can be recorded. Training
completed throughout the year does not have a dedicated section in the PDR, however
it was noted that where officers had completed training, this had been recorded within
the monthly reviews. It was observed that the only section to record mandatory training
was for the Job Related Fitness Test (JRFT), where the officer must fill out the date
passed.
For JRFT it was found that 7 out of 10 officers had recorded this fully on their PDRs and
6 of these reflected correctly on the skills register where PST had been recorded. 1
officer had marked that the JRFT had been passed but no date was recorded and 2
officers JFRT was left blank on their PDRs.
Further issues noted from the PDRs were found such as planning and self-development
sections not completed, 40% of officers had not noted any sort of mandatory training or
recertification in their monthly reviews, and 6 out 10 of the officers’ training noted on
their PDRs did not match when checked against the skills register.
Implications:
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Lack of accuracy and consistency across PDRs and the skills register may cause issues
for the IOMC if they are asked to provide officers training history in matters of civil
litigation.
If mandatory training is not completed by due dates and in a timely manner, IOMC risk
officers lacking knowledge and proficiency of training, which in turn will pose the threat
of harm to the officers and the public where practices may have changed.
If PDRs are not being regularly updated and monitored, Sergeants and the OD Team will
not be aware of any issues, areas of skill lacking, or where development is needed as it
is not on record and action/resolution may not take place.
Recommendations:

(i) The IOMC should ensure mandatory training is completed within the timescales by all
officers.
Merits Attention
(ii) All IOMC staff should be reminded of their responsibilities to report/record training
and courses for the skills register and the importance of accurate records for training.
Significant
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Staff are not adequately skilled, trained or qualified to undertake their
duties.
Exams and assessments are completed during the Initial Training
Programme.
Sergeants supervise groups of officers and observe/assess/feedback
through the PDR.

Control Design Adequate:

Y/N

Control Operating Reliably:

Y/N

Summary of Findings:

Student Constables – Initial Training Programme (ITP).
Throughout the course of the ITP, Student Constables are assessed through sitting
exams and 2 formal assessment days that are documented to assess whether the
required National Occupational Standards (NOS) are being met. In addition, various role
plays and simulations are undertaken throughout the 15 week period.
Electronic folders are maintained for each student, and results of their exams and
assessments are scanned into these records. Verbal feedback is provided to students for
those assessments that are not formal such as the various role plays that are
incorporated into the training.
There is no policy in place for if a student fails training. Student Constables &
Probationary Officers can be discharged at any time during the 2 year probationary
period.
Although not a frequent occurrence, if an area of training was failed, due to the lack of
recruitment numbers, importance of officer retention and money invested in the
training, IOMC would support the individual to retake the failed area and be successful.
In 2019, only 1 student had failed the ITP. Trainers provided an extra week of training
and the individual passed. However, after working for a week in role, the student
resigned.
Tutored & Independent Patrol
After completion of the ITP, Student Constables move on to tutored patrol for 15 weeks.
The tutor being an experienced Constable. Following this, the students are on
independent patrol for the remainder of the 2 year probationary period and report to
their designated Sergeant.
The electronic records set up for each student then transfers over to a PDP which is
currently maintained as a paper based file. The PDP is in place over the period of the 2
years.
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Tutorials should take place once per set of shifts during the 15 week tutored phase, and
once per calendar month during the independent patrol phase. In addition, reviews
should take place during the 2 years and written summaries should be documented in
the PDPs by either the Tutor or Sergeant.
PDPs should document the contents of the tutorial meetings and reviews. It was noted
that tutorials and reviews don’t always happen and the OD Sergeant often had to chase
other Sergeants regarding this.
Experienced Officers
After completion of the 2 year probationary period, Officers then move from the PDP to
a PDR. Sergeants supervise a group of officers and are responsible for their evaluations,
assessments and feedback.
Although these evaluations and assessments should be recorded on the officer’s PDRs,
detail in PDRs is limited, and only tends to be recorded if there are red flags such as an
officer not passing an assessment or area of training.
From the sample selected in 2.2, audit had reviewed the PDRs and noted that much like
the lack of detailed training, assessments and evaluations carried out during the year
were not recorded on the individual officers PDRs.
Supervisors comments were evidenced for end of year appraisal and overall
performance, however only 7/10 development plans had supporting supervisor
comments.
PDRs evidenced a lack of consistency with monthly reviews, with one officer only having
1 monthly review recorded for the year 2018-19. The average number of reviews per
year from the sample was 5 recorded reviews.
Monthly reviews are not consistent throughout IOMC, there is a lack of buy in into the
PDR processes, which is evident from the testing conducted on the sample of PDRs
across different areas and ranks of the IOMC.
Implications:

A lack of commitment or buy in of both Officers and Tutor/Sergeant discourages and
does not support frequent, quality conversations between the Officers and their
Supervisors.
Lack of documentation from discussions in meeting/reviews, training and assessments
will prevent the ability to measure progress, and identify any additional support
required.
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Recommendations:

All officers with line management or mentor duties should be reminded of their
responsibilities for both PDPs and PDRs for their groups of Officers. Records of training
and assessment should be recorded accurately, and ensure that monthly
meetings/reviews take place.
Merits Attention
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Management/ Supervisors are unaware of failings in the achievement of
the Training & Development Programme.
Management in the Organisational Development Department review and
monitor training and development for the Constabulary.

Control Design Adequate:

Y/N

Control Operating Reliably:

Y/N

Summary of Findings:

Job descriptions were provided for the management of the OD Team at different ranks.
On review it was found that the responsibilities listed were relevant for each rank of
Officer.
The Superintendent has overall responsibility for OD and attends regular meetings with
the DHA Finance Team to discuss and monitor budget. Responsibilities for other ranks of
management are for those at the same level rank or lower.
The Superintendent is kept informed of OD updates and in turn informs the Chief
Constable. Weekly Command Team meetings are held where emerging issues, risks,
changes or updates in legislation, operations and requirements are discussed.
A Command Decision Log is held and updated from each meeting. Noted areas of
discussions relevant to OD included officers who hadn’t completed training, lack of
certain training courses, changes in legislation that affects training, additions to be
updated on risk registers, recruitment and talent programmes. Each action taken from
the meeting is recorded with an applicable deadline, updates and status of progress.
The Inspector and Sergeant of OD work closely and will meet to informally “board blast”
the training year ahead which includes the various areas under OD responsibility such as
the ITP, QA, and Sergeant promotion process. Outcomes of the board blast are input
into a more formal training calendar on SharePoint which is populated with various
training courses including mandatory training which details the location, attendees and
instructors.
As part of this role, responsibilities are held for Quality Assurance (QA) over training and
development. Dip-sampling takes place on PDPs for probationary officers, PDRs for all
officers based on the values ad behaviours, and Professional Portfolios for those officers
working towards rank promotions.
QA dip-sampling for PDRs is usually for those officers who have ranked above or below
the rating of Standard Met, it was noted that 90-95% of officers will achieve a Standard
Met rating. However, Dip-sampling on PDRs has not been completed for a couple of
years, and recent years’ performance rating percentages are not held as a result of this.

Page 28 of 38

Official - Sensitive
274

Official - Sensitive
Department of Home Affairs
March 2021

Isle Of Man Constabulary:
Training & Development

Professional Portfolios are for those officers working towards a new rank such as ICIDP
– new Detectives, Sergeants, Inspectors and Chief Inspectors. Portfolios must evidence
their demonstrations of NOS, developing people skills and that they are competent for
the role.
The Inspector of OD has responsibility for QA over the Portfolios for promotion to
Sergeant. Officers have 12 months to complete their portfolio which contains 7 mandatory
units. The assessments are recorded in the portfolios and have to be completed by
someone with the occupational competency and expertise.
The OD inspector plans the QA with 2 units being sampled per officer. QA assessment
sheets are completed by the Inspector and document whether the officer has provided
enough evidence to meet the NOS or whether further verification is required.
The OD Sergeant is responsible for the QA of PDPs completed by the Probationary
Constables. QA assessment sheets are used for documenting whether enough evidence
is provided to prove that NOS have been met.
There is a training group across the DHA for Police, Fire, and Ambulance and Prison
services. This group is still in infancy at the moment but the aim is to build relationships
across the DHA, help and support each other and share best practices.
The Sergeant attends national PST meetings, where UK forces come together to discuss
and train on the latest PST techniques and equipment and help the IOMC to stay in line
with National guidelines.
The OD Sergeant also manages the Constable – Sergeant Promotion process. This involves
implementing training plans and records of the various Sergeant exams.
The timetable was provided for the promotion to Sergeant – basic supervision module,
and an example of the Sergeants exam records for the “Evidence and Procedure Sergeants
Exam.
The records for the “Evidence and Procedure” Sergeant’s exam were reviewed and
noted 42 officers listed. Officers are allowed to take up to 3 attempts at the exam and
only 1 officer did not pass the exam nor did they take a re-sit.
An update was provided in August 2020 noting that the OD Sergeant has now moved role
through promotion to Inspector. The position in Port Erin has been allocated to a new
Sergeant.
Implications:
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If QA does not take place across all areas of responsibility for OD, PDRs may not be
completed to a satisfactory level, it cannot be ensured that NOS is being met, areas of
weakness/issues may not be identified and corrected, and annual performance ratings
will not be known.
Recommendations:

The dip-sampling of PDRs should be resumed; findings from QA and areas for
improvements should be recorded and communicated across the IOMC.
Merits Attention
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Lack of performance management information.
No formal KPIs are in place;
IOMC use Professional Standards, Codes of Conduct and IOMC Values
and Behaviours to measure performance and are recorded on
individuals PDRs at appraisals.

Control Design Adequate:

Y/N

Control Operating Reliably:

Y/N

Summary of Findings:

There are no formally established targets or KPIs in place for the IOMC. Historically KPIs
were in place; for example number of arrest made, however the IOMC stepped away
from these targets.
IOMC use the professional standards, code of conduct, and their values and behaviours
to measure performance, which is used to evaluate performance from the officer’s
PDRs.
IOMC Code of Ethics
The IOMC Code of Ethics is dated 2017 and mirrors the CoP code. The CoP had issued
the Code of Ethics as a code of practice under the UK Police Act 1996. The code has
been adopted by the IOMC as good practice.
This policy sets out 9 Policing principles such as accountability and fairness, and 10
standards of professional behaviours including honesty and integrity, equality and
diversity and use of force.
The policy contains supplementary notes regarding the National Decision Model (NDM).
The NDM is the primary decision-making model for police in England, Wales and the Isle
of Man.
IOMC Values & Behaviours Framework
There are two values and behaviours frameworks in place; the first for recruitment,
Constables and internal selection processes, and the second covers leadership qualities
for Sergeants, Inspectors and Chief Inspectors. The document notes that the values and
behaviours form the basis of the appraisal process to be evidenced in PDRs.
The frameworks contains 6 values including professional, service and caring; and 10
core behaviours including responsibility, respect, and approachability.
PDRs
Although KPIs were not in place, some PDRs evidenced numerical records in monthly
reviews areas such as arrests, crimes, files, RTCs and stop/search.
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PDRs have objectives and competencies set for each officer that aligns with their job
roles/profiles and NOS. Officers are required to provide examples to support how they
have achieved these objectives and provide in their examples any behaviours,
knowledge and skills demonstrated are used as examples to support the competencies.
Supervisors will review the PDRs and assess whether the objectives have been met and
how it has been supported with the values and behaviours.
PDRs sampled show that the amount of evidence documented in PDRs ranges
significantly between officers, and examples provided for some officers is minimal.
During testing it was noted that some officers state the Values & Behaviours (V&B) they
have met under competencies when reviewing their performance and others provide
examples relating to operational duties/events without mention of V&B. This shows that
evidence is provided to support the “what”, but not always backed up with the “how”.
It was noted during testing that one officer’s PDR was blank under the concluding
section, which covers objectives achieved, competencies met and ratings with
supporting evidence as described above, mandatory JRFT, overall rating and the
supervisor and countersigning officer comments.
The PDR ratings that can be given are:
 Outstanding
 Above Standard
 Standard Met
 Below Standard
 Unacceptable
From the sample of PDRs, 7 officers were graded at Standard Met, 2 officers at Above
Standard and 1 officer’s rating was blank.
With the exception of the officer who’s PDR conclusion was blank, the other 9 PDRs had
summary comments completed by supervisors, and PDRs reviewed by a counter signing
officer who is usually a higher rank than the supervisor.
Dip-sampling on PDRs has not been completed for a couple of years, and recent years’
performance rating percentages are not held as a result of this.
Implications:

If the OD team are not providing QA for PDRs it cannot be ensured that the PDRs are
being documented correctly or that appraisal ratings are correct. Any issues emerging
from PDRs will not be communicated and corrected.
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If individuals are not incorporating the IOMC values and behaviours into the examples
used in PDRs, it cannot be evidenced that the ethical values are embedded in the day to
day work across the constabulary.
Recommendations:

*Recommendation 3.1 (i) repeated - The dip-sampling of PDRs should be resumed;
findings from QA and areas for improvements should be recorded and communicated
across the IOMC.
Merits Attention

Page 33 of 38

Official - Sensitive
279

Official - Sensitive
Department of Home Affairs
March 2021

Risk: 5
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Training & Development

Costs to maintain the required level of training are unknown or
incorrectly accounted for.
Monthly and weekly management meetings take place and reports are
produced at high level.

Control Design Adequate:

Y/N

Control Operating Reliably:

Y/N

Summary of Findings:

After the successful business case, the budget increased to £390,600 and therefore from
2019-20 the budget was split between training and related travel & subsistence, which is
approximately 25% of the training budget.
Historically there had been no budget for travel & subsistence which often led to
significant overspends as they would not factor it in. This is why IOMC have aligned a
significant proportion of the budget from last year onwards.
The cost of training recruits is approximately £100,000 per year, with two intakes per
year each with 10-12 new recruits. This cost also covers Trainer’s wages, building
maintenance, Student’s uniforms, desks and supplies for the training centre. It is
predicted that this will be the cost for the next three years.
The DTMG is in place to discuss training required across the Constabulary. Identified
training requirements are populated into a spreadsheet that is maintained and
monitored by the OD Inspector. The spreadsheet breaks down the different areas across
the Constabulary with identified training needs spread across years 1 & 2 in order of
priority and availability of budget.
Training areas prioritised will include those areas that present the highest risks. Within
areas of high risk are those that would be deemed a risk to life to the public, which
therefore take a priority when assessing training requirements. This would include the
risk of organised crime groups, with related violence that without the necessary training
for prevention would leave the island vulnerable.
The spreadsheet was reviewed and noted that actual spend up to 13/02/20 was within
the budget allocated with approximately £80, 000 remaining until the end of the
financial year. The highest cost noted was the Firearms training with 17 courses listed
for year 1 at cost of £51,755.
In relation to the cost of training new recruits, a subheading “Student Constables” noted
6 courses on this spreadsheet with a total cost to date of £4109.73 which was an
accumulation of costs including those for the graduation ceremony and catering, and a
team building exercise. There was no listing of courses that would take place specific to
the initial training programme and therefore it could not be identified where the cost
£50,000 per intake would be recorded. However, as noted above the approximate total
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cost includes a range of expenses, such as Trainer’s wages, which would fall under
several different cost centres. The DTMG spreadsheet therefore serves as a record for
extra training expenses.
Actual spend on this spreadsheet notates the costs for the courses, travel, expenses,
and invoice numbers for those have that been received. Where invoices have not been
received they are noted as being outstanding.
No costs were recorded for emergency planning, public order, or leadership training.
Initial agreed costs were £13,750 for two courses, and no courses were planned under
leadership. As no actual costs were recorded, it is presumed that these courses did not
take place.
Half yearly reviews take place for training and expenditure and any changes to funding
would be agreed at this stage. This is completed through discussion and verbal
agreements are made. No formal documentation is produced from the review.
Invoices are signed off by the OD Inspector, the spreadsheet will be updated with the
invoice details and actual cost. The invoice is then sent to DHA Finance and a copy is
kept at HQ.
Three invoices were obtained for a Firearms course, an RPU course and Lifesaving. Two
invoices matched the details recorded on the spreadsheet for invoice number and costs.
When reviewing the RPU course, although the invoice had been provided, the details
had not been updated on the spreadsheet, meaning that the actual cost was incorrect,
no invoice number was noted which covered the course, university fee, and
accommodation costs. The spreadsheet estimated £180 for flight costs but no invoice
was held.
All three invoices were signed by the OD Inspector and notated with the cost centre
code.
Weekly meetings take place between the Superintendent and DHA Finance. The
meetings are in place to discuss budget and provide information on priorities of
spending which includes overall spending not just training. These meetings are not
minuted.
DHA Finance keep a live list of discussion points that are populated into meeting
agendas. Any required actions are noted by the finance team during discussions. The
Superintendent will also take any required actions from meetings and follow up at the
next meeting.
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The DTMG spreadsheet shows the plan for the year and is monitored closely. Any
overspend or underspend would be raised at these meetings along with any other
budget anomalies, variances or emerging issues.
In addition to providing budgetary oversight, a specific topic will be picked such as
equipment. The Finance team will do a deeper dive on the spending and will also look at
the longer term rather than just the current year to allow them to plan more efficiently,
including any renewal commitments to be captured and planned accordingly.
Formal Command Team and Senior Leadership Group meetings are regularly held with
documented agendas and decision logs. Updates are provided and discussion take place
in regard to performance, people, training, resources and budget as well as other nontraining related topics.
Implications:

At review points of planning, if decisions/changes related to the training plan are not
logged, retrospective reviews may bring issues when attempting to identify what actions
were taken, why, and by who.
If all actual costs are not updated on the DTMG spreadsheet as they are received, costs
will lack accuracy where course and travel costs are only estimated.
Recommendations:

(i)

The half yearly reviews should be formally documented for any changes to
the existing plan to be captured and monitored.
Merits Attention
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Appendix A - Definition of Opinions
The range of opinions that we provide on the adequacy of the control framework
in the area that we have reviewed are as shown below. The first two are
positive opinions, whereas Limited Assurance is a negative opinion. The opinions
are to assist management in assessing the degree of reliance that can be placed
on the controls in place.

Positive
Opinions

Negative
Opinions

Overall Opinion Level
Substantial Assurance

System Adequacy
Robust framework of controls
ensures objectives are likely to
be achieved.

Control Application
Controls are applied
continuously or with
minor lapses.

Adequate Assurance

Sufficient framework of key
controls for objectives to be
achieved but, control framework
could be stronger.

Controls are applied but
with some lapses.

Limited Assurance

Risk of objectives not being
achieved due to the absence of
key internal controls.

Significant breakdown in
the application of
controls.

Unacceptable Assurance

Fundamental weakness in the
framework of controls resulting
in a demonstrable failure to
achieve objectives.

Fundamental breakdown
in the application of
controls indicating
ineffective management.
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Self-Review
Questionnaire

For The Financial Year 2019/20
General Information
Department:
Division/Service Area:
Name of Person completing & submitting this SRQ:
Job Title:

Management Assurance Statements
Please consider the following statements and indicate whether or not you agree with them in relation to
each relevant 'operating' risk within your own service area.
When considering your decision please remember that these SRQs are subject to both External & Internal
Audit and if chosen for an audit sample, further evidence to support your view may be requested.
However, please also remember that the level of control needed to be considered 'adequate' may vary
considerably across the organisation and will be proportionate to the level of the relevant risk within your
own service area.
1. Business Continuity
There are adequate controls in place to provide a reasonable assurance that for this service area :
I Agree
I Disagree
Key services and products delivered in this service
area have been identified and have been agreed by the
accounting officer.
The critical functions, processes and supporting
resources, within and without the organisation, that are
needed to deliver those key services and products have
been identified and documented.
A generic business continuity plan (BCP) has been
developed which is flexible enough to maintain continuity
of those key services and products through a range of
disruptive events.
Copies of that BCP and the essential
equipment/documents (in electronic or hard copy) are
easily available on and off-site.
The BCP is reviewed and tested to ensure that it
continues to be 'fit for purpose'.
Business Continuity Risk Assessment
The inherent level of risk for this area would be assessed as :
Overall Risk
Risk Rating
Rating
Guidelines

High

If these controls failed then there would be
a serious and unacceptable impact upon service
delivery/ staff/ the public/ the Government's
reputation.
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Medium

Low

If these controls failed then, whilst it is likely that
it would impact upon service delivery/ staff/ the
public/ the Government's reputation, services
would be able to be maintained to an acceptable
level until the issues arising had been resolved.
If these controls failed then it is unlikely that there
would be any significant impact upon service
delivery/ staff/ the public/ the Government's
reputation.

Optional comments in relation to Business Continuity:

2. Performance Management
This service area has adequate controls in place to provide reasonable assurance that:
I Agree
There is appropriate management information to monitor
service quality and performance.
Service performance is monitored against agreed
standards and targets.
This service area publishes or records an objective and
understandable assessment of its activities &
achievements, and financial position & performance.
Performance Management Risk Assessment
The inherent level of risk for this area would be assessed as :
Overall Risk
Rating
Guidelines

I Disagree

Risk Rating

If these controls failed then there would be
a serious and unacceptable impact upon service
High
delivery/ staff/ the public/ the Government's
reputation.
If these controls failed then, whilst it is likely that
it would impact upon service delivery/ staff/ the
Medium
public/ the Government's reputation, services
would be able to be maintained to an acceptable
level until the issues arising had been resolved.
If these controls failed then it is unlikely that there
would be any significant impact upon service
Low
delivery/ staff/ the public/ the Government's
reputation.
Optional comments in relation to Performance Management:

3. Finance
3.1 Financial Management
Throughout this service area there are adequate controls to provide reasonable assurance that:
I Agree
I Disagree
For our most important budgets we have a good
understanding of the main factors that drive our income &
expenditure.
These main income & expenditure factors are used as a
basis for the development of our most important budgets.
Actual financial results are regularly monitored throughout
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the financial year in order to forecast significant year end
variances against budgets.
When significant year end budget variances are forecast,
timely action is either taken within my to rectify the issue,
or where this is not sufficient, the issue is escalated in a
timely manner to allow appropriate corporate action to be
considered.
3.2 Financial Compliance
Throughout this service area there are adequate controls to provide reasonable assurance that:
I Agree
I Disagree
Those people responsible for making and authorising
financial decisions in this service area have a sufficient
understanding of the Financial Regulations and other
relevant financial legal requirements.
We are compliant with Financial Regulations and other
relevant financial legal requirements throughout my
service area.
Financial Risk Assessment
The inherent level of risk for this area would be assessed as :
Overall Risk
Rating
Guidelines

Risk Rating

If these controls failed then there would be
a serious and unacceptable impact upon service
High
delivery/ staff/ the public/ the Government's
reputation.
If these controls failed then, whilst it is likely that
it would impact upon service delivery/ staff/ the
Medium
public/ the Government's reputation, services
would be able to be maintained to an acceptable
level until the issues arising had been resolved.
If these controls failed then it is unlikely that there
would be any significant impact upon service
Low
delivery/ staff/ the public/ the Government's
reputation.
Optional comments in relation to Finance:

4. Procurement
Throughout this service area there are adequate controls to ensure that:
I Agree
Critical risks associated with our dependence upon
external suppliers are clearly identified, sufficiently
understood and actively managed.
We can clearly demonstrate that due diligence checks are
undertaken for our key suppliers.
Procurement Risk Assessment
The inherent level of risk for this area would be assessed as :
Overall Risk
Rating

I Disagree

Risk Rating

Guidelines
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If these controls failed then there would be
a serious and unacceptable impact upon service
High
delivery/ staff/ the public/ the Government's
reputation.
If these controls failed then, whilst it is likely that
it would impact upon service delivery/ staff/ the
Medium
public/ the Government's reputation, services
would be able to be maintained to an acceptable
level until the issues arising had been resolved.
If these controls failed then it is unlikely that there
would be any significant impact upon service
Low
delivery/ staff/ the public/ the Government's
reputation.
Optional comments in relation to Procurement:

5. Information Management
Throughout this service area there are adequate controls in place to give a reasonable assurance that:
I Agree
I Disagree
The essential information required to deliver services in
this service area is kept safe & secure.
All information used in the delivery of our services is
processed in accordance with the Data Protection Act (in
relation to personal information)
Access to it is compliant with the requirements of both
the Data Protection Act and the Council of Ministers' Code
of Practice on Access to Government Information.
The service area has made arrangements with the Public
Record Office for the identification (selection) and transfer
of records that are required for permanent preservation
under section 3 of the Public records Act 1999. Decisions
on the selection of records are included on the records
retention schedule for the service area and this has been
approved by the Public Record Office.
Staff receive training and guidance on the management of
information and records, including compliance with
legislation relating to information and public records.
Information Management Risk Assessment
The inherent level of risk for this area would be assessed as :
Overall Risk
Risk Rating
Rating
Guidelines

High

Medium

Low

If these controls failed then there would be
a serious and unacceptable impact upon service
delivery/ staff/ the public/ the Government's
reputation.
If these controls failed then, whilst it is likely that
it would impact upon service delivery/ staff/ the
public/ the Government's reputation, services
would be able to be maintained to an acceptable
level until the issues arising had been resolved.
If these controls failed then it is unlikely that there
would be any significant impact upon service
delivery/ staff/ the public/ the Government's
reputation.
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Optional comments in relation to Information Management:

6. Value For Money
For all of the key services that are delivered in this service area there are adequate controls in place
to give reasonable assurance that:
I Agree
I Disagree
Key services are designed to effectively balance strategic
service aims with meeting customer needs (internal or
external).
Key services are delivered by efficient processes that
minimise waste.
Those people responsible for authorising expenditure
are fully aware of the competitive requirements set out in
Financial Direction 8 (i.e. requirements for quotations &
tenders) and all of our procurement complies with it.
Where key services are delivered externally, our main fees
& charges are set at an appropriate level.
Value for Money Risk Assessment
The inherent level of risk for this area would be assessed as :
Overall Risk
Risk Rating
Rating
Guidelines
If these controls failed then there would be
a serious and unacceptable impact upon service
High
delivery/ staff/ the public/ the Government's
reputation.
If these controls failed then, whilst it is likely that
it would impact upon service delivery/ staff/ the
Medium
public/ the Government's reputation, services
would be able to be maintained to an acceptable
level until the issues arising had been resolved.
If these controls failed then it is unlikely that there
would be any significant impact upon service
Low
delivery/ staff/ the public/ the Government's
reputation.
Optional comments in relation to Value For Money:

7. Human Resources
Throughout this service area there are adequate controls in place to give reasonable assurance that:
I Agree
I Disagree
Individual staff performance is proactively managed
through established performance management systems
applicable to all members of staff.
Staff learning and development is actively encouraged
and supported as a means of enhancing individual and
organisational performance.
The requirements of employment law, relevant corporate
HR policies and procedures, and provisions of terms and
conditions of employment /service are complied with as
they apply to members of staff.
Human Resources Risk Assessment
The inherent level of risk for this area would be assessed as :
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Overall Risk
Rating

Risk Rating

Guidelines

If these controls failed then there would be
a serious and unacceptable impact upon service
High
delivery/ staff/ the public/ the Government's
reputation.
If these controls failed then, whilst it is likely that
it would impact upon service delivery/ staff/ the
Medium
public/ the Government's reputation, services
would be able to be maintained to an acceptable
level until the issues arising had been resolved.
If these controls failed then it is unlikely that there
would be any significant impact upon service
Low
delivery/ staff/ the public/ the Government's
reputation.
Optional comments in relation to Human Resources:

8. Change Management
Throughout this service area there are adequate controls in place to give reasonable assurance that:
I Agree
I Disagree
Innovation is encouraged throughout the organisation.
Substantial changes are planned in a corporate and
strategic manner.
We have the skills we need to deliver our change
programme.
The role that ICT plays in our change programme is
sufficiently understood.
Planned changes are effectively communicated to
employees and other key stakeholders.
Change Management Risk Assessment
The inherent level of risk for this area would be assessed as :
Overall Risk
Risk Rating
Rating
Guidelines
If these controls failed then there would be
a serious and unacceptable impact upon service
High
delivery/ staff/ the public/ the Government's
reputation.
If these controls failed then, whilst it is likely that
it would impact upon service delivery/ staff/ the
Medium
public/ the Government's reputation, services
would be able to be maintained to an acceptable
level until the issues arising had been resolved.
If these controls failed then it is unlikely that there
would be any significant impact upon service
Low
delivery/ staff/ the public/ the Government's
reputation.
Optional comments in relation to Change Management:

9. Health & Safety
There are adequate controls in place to give reasonable assurance that, for this service area:
I Agree
I Disagree
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There is an agreed Health and Safety Policy that outlines
what the organisation wants to achieve through its
management of health and safety.
There are appropriate Health and Safety roles and
responsibilities documents that reflect the current
organisational structure and these have been produced,
adopted and adequately communicated to all employees.
There are suitable and sufficient arrangements in place to
identify, control and manage risks arising from all
activities related to the undertakings of the service area.
Health and Safety Risk Assessment
The inherent level of risk for this area would be assessed as :
Overall Risk
Rating
Guidelines

Risk Rating

If these controls failed then there would be
a serious and unacceptable impact upon service
High
delivery/ staff/ the public/ the Government's
reputation.
If these controls failed then, whilst it is likely that
it would impact upon service delivery/ staff/ the
Medium
public/ the Government's reputation, services
would be able to be maintained to an acceptable
level until the issues arising had been resolved.
If these controls failed then it is unlikely that there
would be any significant impact upon service
Low
delivery/ staff/ the public/ the Government's
reputation.
Optional comments in relation to Health & Safety:

10. Environment
Throughout this service area there are adequate controls in place to give reasonable assurance that:
I Agree
I Disagree
Issues and hazards that impact on the protection of the
environment are identified.
Sustainable practices are adopted without compromising
the ability of future generations to meet their own
requirements.
Environmental practices and targets are monitored and
reported upon.
Environment Risk Assessment
The inherent level of risk for this area would be assessed as :
Overall Risk
Risk Rating
Rating
Guidelines

High

Medium

If these controls failed then there would be
a serious and unacceptable impact upon service
delivery/ staff/ the public/ the Government's
reputation.
If these controls failed then, whilst it is likely that
it would impact upon service delivery/ staff/ the
public/ the Government's reputation, services
would be able to be maintained to an acceptable
level until the issues arising had been resolved.
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If these controls failed then it is unlikely that there
would be any significant impact upon service
Low
delivery/ staff/ the public/ the Government's
reputation.
Optional comments in relation to Environment:

11. General Corporate Governance
Throughout this service area there are adequate controls in place to give reasonable assurance that:
I Agree
I Disagree
Where applicable, statutory functions are delegated to an
appropriate level.
Any conflicts of interest that may arise are appropriately
managed.
Staff conduct themselves impartially, without bias and in
accordance with their roles and authorities.
Appropriate records are maintained for the recordal and
audit of significant decisions made.
General Corporate Governance Risk Assessment
The inherent level of risk for this area would be assessed as :
Overall Risk
Risk Rating
Rating
Guidelines
If these controls failed then there would be
a serious and unacceptable impact upon service
High
delivery/ staff/ the public/ the Government's
reputation.
If these controls failed then, whilst it is likely that
it would impact upon service delivery/ staff/ the
Medium
public/ the Government's reputation, services
would be able to be maintained to an acceptable
level until the issues arising had been resolved.
If these controls failed then it is unlikely that there
would be any significant impact upon service
Low
delivery/ staff/ the public/ the Government's
reputation.
Optional comments in relation to Corporate Governance:

Independent Assurances Received
External Reviews
Within the financial year (2019/20) the most significant external review that has been completed in this
service area is:

Review Organisation
Review Title
Review Report Date
External Accreditations
This service area currently holds the following external accreditations (please tick boxes as applicable):
If first obtained
Name of Accreditation
Tick if it will
be Held at
during this year,
31/03/20
please enter
date obtained
294

ISO 9001 Quality Management Certification
Investors In People
EFQM Recognised For Excellence
Other Accreditation?
Please give details of any other accreditations held below:
Optional comments here with word wrap Optional comments here with word wrap Optional comments
here with word wrap

Additional Risk Management Information
Risk Register
I Agree

I Disagree

This service area has a risk register which aids the
capture, management and ongoing monitoring of
strategic and operational risks facing this part of
the organisation.
This risk register has been reviewed and is currently up
to date.
Biggest Threat
The biggest threat to the service delivery that needs to be managed in relation to this service area is:
Most Important Control
The most important control that we rely on to manage this threat is (please enter details below):
Unexpected Issue
The most significant unexpected issue that has arisen in this service area during 2019/20 that has had
the biggest impact upon our resources (time or money) was:
Risk Management Improvement
Improvements Made in 2019/20
In the financial year 2019/20 the most significant improvement or development that we have
implemented in this service area that has improved our management of risk is:

Title of improvement made
Description of improvement made
Improvements Planned for 2020/21
The most important improvement to our management of risk in this service area that we will implement
in 2019/20 is:

Title of proposed improvement
Description of proposed improvement

Statement & Submission
I acknowledge that I am responsible for the development and maintenance of effective systems of
internal control within this service area to provide reasonable assurance on the adequacy of risk
management, control and governance arrangements, and agree with the following statements:
 I confirm that I have a clear understanding of my role and responsibilities and the need to ensure
compliance with appropriate codes of conduct and standards of personal behaviour.
 I confirm that, to the best of my knowledge, there are no known incidences of loss, theft, financial
irregularity or suspicious transaction that have taken place in the last 12 months which have not
been brought to the attention of the Accounting Officer and the Chief Internal Auditor.
Signed

Date:
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