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STATEMENT OF INTERNAL CONTROL

1. The purpose of this circular is to draw your attention to a recent DAO issued by DFP
on the Statement of Internal Control (SIC). This DAO is attached at Annex 1

2. The DAO refers to recent guidance issued by the National Audit Office on the role of
the Audit Committee and details the purpose and content of the SIC along with the
advice on the Audit Committee’s role.

3. Of particular relevance is para 5 and 6 of the attached DAO which highlights the
importance of Significant Internal Control Issues. This guidance draws attention to the
6 key tests as possible indicators of significant internal control weakness:

a) Might the issues seriously prejudice or prevent achievement of a PSA target?
b) Could the issue have a material impact on the accounts?

c) Could the issue divert resources from another important aspect of the business?
d) Does the Audit Committee advise it is significant?

e) Does internal or external audit regard it as significant?

f) Could the issue, or its impact, attract significant public interest, or seriously
damage the reputation of the organisation?

4. This circular should be read in conjunction with HSC(F) 13-2010, which also lists key
indicators. (b) & (f) are additional indicators not listed in HSC(F) 13-2010.

Paula Shearer

Financial Accounting Unit



ANNEX 1

Treasury Officer of Accounts

Fiona Hamill @ DeEanrre-.m{
9¢ Finance and

Central Finance Group i Personnel

Rathgael House

Balloo Road

BANGOR BT19 7NA
Tel No: 028 9185 8150 (x 68150)

email: fiona.hamill@dfpni.gov.uk

and

jill.downie@dfpni.gov.uk

DAO (DFP) 02/10

25 March 2010

Dear Accounting Officer

STATEMENT OF INTERNAL CONTROL 2009/10

Purpose

The purpose of this letter is to alert readers to the advice to Audit Committees issued
from the National Audit Office in January 2010: The Statement of Internal Control: A
Guide for Audit Committees.

This letter supplements DAO (DFP) 09/08 and should be read in conjunction with
Annex 4.16 of Managing Public Money NI which was issued by DFP in June 2008.

Background

3.

The Accounting Officer must provide an assurance that the Departmental resources
are being properly controlled and managed. The Statement of Internal Control (SIC) is
an important document in communicating these assurances to the NI Assembly.
Although the NIAO do not provide an audit opinion on the content of the SIC, it is
subject to NIAO review to ensure that it has been prepared in accordance with
Government guidance and that it is consistent with the auditors’ knowledge of the
Department.

The Statement of Internal Control: A Guide for Audit Committees includes details on
the following:

Part One: The purpose and content of the SIC;

Part Two: The NAQO’s approach to the audit of the SIC;



Part Three: = How can the Audit Committee add value?
Appendix One: Contents of the SIC;
Appendix Two: Roles and responsibilities in preparing the SIC.

Particular attention should be given to the Significant Internal Control Issues in
Appendix One as this is an area that lacks consistency of approach throughout the
NICS. The Statement of Internal Control: A Guide for Audit Committees refers to the
6 tests listed in Managing Public Money as possible indicators of significant internal
control weakness:

° Might the issues seriously prejudice or prevent achievement of a PSA target?

° Could the issue have a material impact on the accounts?

° Could the issue divert resources from another important aspect of the business?
° Does the Audit Committee advise it is significant?

° Does internal or external audit regard it as significant?

° Could the issue, or its impact, attract significant public interest, or seriously

damage the reputation of the organisation?

The NAO then comment “Disclosure of significant internal control issues should be
full and frank, covering how the issue arose and the remedial actions taken and
planned. Progress against planned actions should be updated in subsequent years.”

Action and Enquiries

7.

The content of this letter should be drawn to the attention of relevant staff in your
Department, agencies and non departmental public bodies, and in particular to the
Board, Audit Committee, Internal Auditors and other assurance providers. As
Accounting Officer you should ensure that appropriate arrangements are in place for
handling information, particularly personal information and that sufficient assurances
are provided to enable you to complete the SIC for accounts for the 2008/09 financial
year onwards.

Enquiries should be addressed to Colin Evans on 028 91277633 (GTN: 69033) (email:
colin.evans @dfpni.gov.uk). The Statement of Internal Control: A Guide for Audit
Committees can be found on the AASD website:
http://www.aasdni.gov.uk/pubs/MISC/National %20Audit%200ffice %20-
%20The%20Statement%200n%?20Internal %20Control %20-

9%20A %20Guide %20for%20Audit%20Committees.pdf

FIONA HAMILL



