
 

 
 

 

 
 
 
 
 
 
 

 
 
FROM: STEPHEN HODKINSON  
   
DATE: 18 July 2016 
 
TO: DEPARTMENTAL ACCOUNTING OFFICER 
 DEPARTMENTAL BOARD 
  
DEPARTMENTAL AUDIT AND RISK COMMITTEE ANNUAL REPORT  
2015-16 
 
Objective: To provide the Accounting Officer and the 

Departmental Board with the annual report on the 
work of the Departmental Audit and Risk 
Committee. 

 
Issue: Departmental Audit and Risk Committee Annual 

Report 2015-16. 
 
Relationship to Department’s  
Strategic Objectives: The work of the Departmental Audit and Risk 

Committee is an integral element in ensuring that 
effective corporate governance arrangements are 
in place and operating across DoF. 

 
Timescale: Any issues arising from this paper should be 

raised at the Departmental Board on 25 July 2016.  
. 

Presentational Issues: The effectiveness of the Departmental Audit and 
Risk Committee to demonstrate good governance, 
as be-fits DoF as a lead Department in 
promulgating best practice in corporate 
governance. 

Freedom of  
Information: The report is to be made available to the general 

public and so the information is fully disclosable. 
 



 

 
 

Recommendations: (i) The Departmental Board is asked to note the 
Annual Report of the Departmental Audit and Risk 
Committee for 2015-16. 

 
Background 
 
1. The purpose of this note is to provide the Accounting Officer and the 

Departmental Board with the Annual Report on the work of the 
Departmental Audit and Risk Committee (DARC) for the year ended 31 
March 2016. 
 

2. The purpose of the Committee is to support the Accounting Officer and 
Board by reviewing the comprehensiveness and reliability of 
assurances on governance, risk management, the control environment 
and the integrity of financial statements and the annual report.  
Additionally, the Committee will give advice to the Accounting Officer 
on the adequacy of coverage of audit arrangements (internal and 
external) to provide the required assurances. The Committee does not 
have any executive responsibilities and is not charged with making or 
endorsing any decisions. 
 

3. The DARC Annual Report will support preparation of the Departmental 
Governance Statement, included in the Annual Report and Accounts. 

 
 
Constitution and Membership 
 
4. The Terms of Reference for DARC are attached at Annex 1. 

 
5. The Committee met on 5 occasions during 2015-16: 

 
• 20 May 2015; 
• 18 June 2015; 
• 22 September 2015; 
• 2 November 2015; and 
• 2 March 2016. 

 
6. Membership of the Committee comprises three independent board 

members - Dolores O’Reilly, Ken Slattery and myself as Chair. 
 

7. In addition to the independent members, each meeting of DARC was 
attended by relevant executive officials from the Department to discuss 
specific risk and governance issues within their respective business 
areas.  
 

8. The Chair of the Committee also held separate discussions with the 
Head of Internal Audit and representatives from the NI Audit Office. 
The Committee recognises the demands placed upon the Internal 
Auditor and his Team by the extensive programme of work - particularly 



 

 
 

in respect of the risk-based audits - noted by the Committee. An 
assessment of the performance of the IA included in his Annual Report 
and Opinion shows satisfactory progress with timely provision of draft 
and final reports recognising that some did not meet the time targets 
set. The Committee acknowledges that these targets are challenging 
and is therefore overall satisfied that the Internal Auditor is providing an 
appropriate and good quality service.  
 

9. The Committee is furthermore content that the approach and manner of 
operation of the Internal Auditor contributes to conducive relationships 
between him, his staff and business area colleagues. DARC has 
received assurance from the IA that he and his team enjoy the full co-
operation of the officers of the Department. Officers from the NIAO 
attended all meetings of the Committee. These colleagues have 
provided a helpful challenge and support role and have given 
assurance to the Committee on its performance and that of the IA 
service.  
 

 
Issues discussed by the Committee 
 
Corporate Risk Register 

 
10. The Corporate Risk Register was thoroughly reviewed at each meeting 

and the Committee agreed that there continues to be a strong focus on 
the key risks facing the Department which have been updated in the 
Risk Register. As well as reviewing the ratings in terms of the impact, 
probability and status of each risk, the Committee has also importantly 
sought and taken assurances from Directors on the appropriateness 
and completeness of the risks being considered, on the controls in 
place and on the actions being taken or planned to mitigate the risks. 
Throughout the financial period the Committee performed a “deep dive” 
of the Register by examining specified risks in detail at each meeting to 
better understand the issues. Directors are invited on a rotational basis 
to discuss the risks within their Directorate. 
 

11. During the period the Committee has had in depth discussions with 
Directors from Corporate Human Resources and the Departmental 
Solicitor.  The head of the new Group Internal Audit and Fraud 
Investigation Service (GIAFIS) and officers from European Division 
have updated the Committee on key risks. 
 

Internal Audit 
 
12. The Committee was provided with regular updates on progress against 

the extensive programme of work conducted by Internal Audit during 
2015-16. Overall, the Head of Internal Audit has provided a 
“Satisfactory ” level of assurance on the systems of internal control 
across DoF for 2015-16.   
 



 

 
 

13. A “Satisfactory” audit opinion has also been provided by Internal 
Audit in respect of the shared services provided to other NICS 
Departments by ESS, DSO and CPD.  
 

14. The Head of Internal Audit has reported regularly to the Committee on 
the level of resources required to deliver the full programme of work.  

 
Internal Audit Recommendations 
 
15. The DARC receives a summary position of the Audit 

Recommendations Register, which details all agreed Internal Audit 
Recommendations, at each meeting.  The process is supporting DARC 
in identifying those recommendations which are past due or which 
require further discussion at DARC level. 
 

16. At the final meeting of the period changes to the ongoing process were 
discussed with a view to ensuring the administration of the process is 
as streamlined as possible.  It was acknowledged that DARC 
processes may need to change and adapt in tandem with the 
continually changing landscape in light of the VES and the continuing 
budget reductions. 
 

17. Therefore DARC agreed that it might be a more effective use of their 
time to focus only  on the following going forward:- 
 

• Priority one recommendations; 
• Recommendations past due; and  
• Recommendations re-opened. 

 
 

Stewardship Statements  
 

18. The Committee reviewed the Stewardship Statements provided by all 
Business Areas both at end-year and mid-year and noted the detail 
provided by Business Areas to support the level of assurance provided 
to the Accounting Officer. Where appropriate the Statements have 
acknowledged the assurances given and the recommendations for 
improvement made by Internal Audit. Overall, the Committee was 
content that the Stewardship Statements provide assurance that the 
systems of internal control and corporate governance are operating 
effectively across DoF. 
 
 
 
 

Fraud and Whistleblowing 
 



 

 
 

19. A Fraud and Whistleblowing update is provided at each DARC. This 
provides updates on all reported cases and also details progress in 
relation to the National Fraud Initiative. 
 

20. The DoF Anti-Fraud Policy and Response Plan have been reviewed 
and updated.   The main changes were to include the details of the 
Group Fraud Investigation Service and update the departmental 
contacts. 
 

21. A departmental Fraud Risk Register is in place and is supported by 
business area fraud risk assessments which were reviewed in year.  
There were no changes to six  ‘amber’ fraud risks. 

 
 
NI Audit Office 
 
22. At each meeting the NI Audit Office representatives provided updates 

on progress on financial audits, draft audit strategies and on value for 
money reports. 
 

Corporate Governance 
 
23. The Committee was also provided with regular updates on a range of 

corporate governance issues including: 
 
• Development of the Governance Statement; 
• Progress in relation to PAC recommendations; 
• Letters of Accounting Officer Appointment (NISRA); 
• Direct Award Contracts; 
• External Consultancy; and 
• Relevant guidance issued by AFMD, NIAO and CPD. 
 

Review of DARC effectiveness 
 
24. In line with best practice, a review of DARC effectiveness was 

undertaken in March 2016 with three specific areas being discussed.   
 

25. Through completion of this assessment the DARC has concluded that 
the Committee is operating effectively. A number of actions were 
agreed and these will be taken forward over the coming months. 

 
Issues to be considered by DARC during 2016-17 
 
26. In addition to the core work of the Committee of reviewing the 

Corporate Risk Register, the coverage of Internal and External Audit 
work and the level of assurance provided by the DoF Business Areas 
to the Accounting Officer, the Committee will also consider the 
following issues during 2016-17: 
 



 

 
 

• Items arising from review of effectiveness; 
• Further development of the Recommendations Register to 

support robust governance; 
• Progress made against Public Accounts Committee 

recommendations within the Accountability Grids;  
• Risks associated with the Voluntary Exit Scheme; and 
• Development of the advisory role of Internal Audit. 

 
Summary 
 
27. Based on the DARC’s programme of work and the assurances 

obtained during the year, the Committee is satisfied that adequate 
assurances have been provided to meet the Accounting Officer’s 
needs.  The Committee is also satisfied with the reliability and integrity 
of those assurances. 
 

28. Overall, the DARC considers that the assurance available was 
sufficient to support the Board and the Accounting Officer in their 
decision taking and their accountability obligations and that it raised no 
implications on the overall management of risk. 
 

29. The DARC is content with the standard of financial reporting for the 
year. The extent of both Internal and External audit reviews, the results 
of those reviews and the Department’s responses to comments gave 
the DARC confidence in relation to assurances. 

 
Recommendations 
 
30. The Departmental Board is asked to note the Annual Report of the 

Departmental Audit and Risk Committee in providing the necessary 
assurances on the governance arrangements within DoF for 2015-16. 
 

 
 
 

Stephen Hodkinson 
 
STEPHEN HODKINSON 
        Copy Distribution List  
        Dolores O’Reilly 
        Ken Slattery 
        Michael Matthews 
        Brigitte Worth 
        Seanin Ferguson 
        Mark Johnson 
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Department of Finance  

Departmental Audit and Risk Committee  

Terms of Reference  

 

Introduction 

1. The Accounting Officer has established an Audit and Risk Committee 

(the Committee) to support him in his responsibilities for issues of risk, 

control and governance, and associated assurance. The terms of 

reference sets out the role and authority delegated to the Committee by 

the DoF Departmental Board. The Committee has been established 

and functions in accordance with best practice contained in the Audit 

and Risk Assurance Committee Handbook (NI) issued under DAO 

(DFP) 05/14 in March 2014.  

 

Purpose  

2. The purpose of the Committee is to support the Accounting Officer and 

Board by reviewing the comprehensiveness and reliability of 

assurances on governance, risk management, the control environment 

and the integrity of financial statements and the annual report.  

Additionally, the Committee will give advice to the Accounting Officer 

on the adequacy of coverage of audit arrangements (internal and 

external) to provide the required assurances. The Committee does not 

have any executive responsibilities and is not charged with making or 

endorsing any decisions. 

 

Membership 

3. The membership of the Committee will comprise at least 3 non-

executive members of which at least 2 will be non-executive members 

of the Departmental Board.  The Committee is chaired by an 

independent non-executive member of the Departmental Board. 

 

4. With the approval of the Accounting Officer/Departmental Board the 

Committee is empowered to both: 



 

 
 

 

• Co-opt members for a period of time (not exceeding a year) to 

provide specialist skills, knowledge and experience which the 

Committee needs at a particular time; and 

• Procure specialist advice at the expense of the Department on an 

ad-hoc basis to support them in relation to particular pieces of 

Committee business. 

 

Meetings 

5. The Committee will meet at least 4 times a year. The Chair of the 

Committee may convene meetings as deemed necessary. 

 

6. Committee meetings will be scheduled, as far as is practicable, in 

advance of a meeting of the Departmental Board. 

 

7. The current membership of the Committee is set out at Appendix 1. 

Committee meetings will normally be attended by the Accounting 

Officer, the Finance Director, the Head of Internal Audit, the Head of 

Corporate Governance Branch and a Northern Ireland Audit Office 

(NIAO) representative.  However, the Committee may ask any other 

Departmental officials to attend to assist it with its discussions on any 

particular matter. 

 

8. The Committee may ask any or all of those who normally attend but 

who are not members to withdraw to facilitate open and frank 

discussion of particular matters. 

 

9. The Accounting Officer or Board may ask the Committee to convene 

further meetings to discuss particular issues on which the Committee’s 

advice is required. 

 

10. A minimum of 2 members of the Committee will be present for the 

meeting to be deemed to have a quorum. It is the responsibility of the 



 

 
 

Chair and the Secretariat to ensure that members who have missed a 

meeting are appropriately briefed on the business conducted in their 

absence. 

 

11. Departmental Audit and Risk Committee members will hold bi-lateral 

meetings with the Accounting Officer in May and November.   

 

Access 

12. The Head of Internal Audit and the NIAO representative will have free 

and confidential access to the Chair of the Audit and Risk Committee. 

 

Responsibilities 

13. The Audit and Risk Committee will advise the Departmental Board on: 

• The strategic processes for risk, control and governance and the 

annual Governance Statement; 

• The Department’s accounting policies, accounts and annual report, 

including the process for review of the accounts prior to submission 

for audit, levels of error identified and the letter of representation to 

the NIAO; 

• Anti-fraud policies, whistle-blowing processes, and arrangements 

for special investigations; 

• The role of Internal Audit including: 

- The Internal Audit Strategy and periodic Internal Audit plans, 

forming a view on how well they reflect the Department’s risk 

exposure and support the Head of Internal Audit’s 

responsibility to provide an audit opinion; 

- The adequacy of the resources available to Internal Audit; 

- The Internal Audit charter/terms of reference; 

- The results of Internal Audit work, including reports on the 

effectiveness of systems for governance, risk management 

and control, and management responses to issues raised; 

- The annual Internal Audit opinion and annual report; and 

- The performance of Internal Audit; 



 

 
 

• The results of and planned approach to external audit work and 

resolution of identified weaknesses, including potential implications 

for the Department of the wider work carried out by NIAO (for 

example, Value for Money reports); 

• Assurances relating to the corporate governance requirements for 

the Department; and 

• Proposals for tendering for either Internal Audit or NIAO services or 

for purchase of non-audit services from contractors who provide 

audit services. 

 

Information requirements 

14. The Audit and Risk Committee will be provided with: 

(a) For each meeting: 

• A report summarising any significant changes to the 

Department’s Corporate Risk Register; 

• A progress report from the Head of Internal Audit summarising: 

- Work performed (and a comparison with work planned); 

- Key issues emerging from Internal Audit work; 

- Changes to the Plan; and 

- Any resourcing issues affecting the delivery of Internal 

Audit objectives;  

• A progress report from the NIAO representative summarising 

work done and any emerging findings. 

(b) As appropriate: 

• Proposals for the Terms of Reference of Internal Audit; 

• The Internal Audit Strategy; 

• The Head of Internal Audit’s Annual Opinion and Report; 

• Quality Assurance reports on the internal audit function; 

• Recommendations Register; 

• Reports on Fraud and Whistleblowing; 

• PAC recommendations; 

• The Department’s draft resource accounts; 



 

 
 

• The draft Governance Statement; 

• A report on any changes to accounting policies; 

• The NIAO management letter; 

• A report on any proposals to tender for audit functions; and 

• A report on co-operation between Internal Audit and the NIAO. 

 

15. The above list suggests minimum requirements for the information that 

should be provided to the Committee. Members will be provided with 

other documentation as required, e.g. individual Internal Audit 

assignment reports, Stewardship Statements. Members will be required 

to attend update sessions or training to enable them to understand the 

relevant issues. 

 

 Communication and Reporting 

16. The Committee will formally report back in writing to the Accounting 

Officer and Departmental Board after each meeting, summarising the 

business taken by the Committee and offering the views of, and advice 

from, the Committee on issues which they consider the Accounting 

Officer and Board should be taking action on. 

 

17. The Committee will provide an Annual Report, timed to support the 

preparation of the Governance Statement, summarising the 

Committee’s work for the year past, and presenting the Committee’s 

opinion about:  

• The effectiveness of governance, risk management and control; 

• The comprehensiveness of assurances in meeting the Accounting 

Officer’s and Board’s needs; 

• The reliability and integrity of these assurances; 

• Whether the assurance available is sufficient to support the 

Accounting Officer and Board in their decision taking and their 

accountability obligations; 

• The implications of these assurances for the overall management 

of risk; 



 

 
 

• Any issues the Committee considers pertinent to the Governance 

Statement and any long term issues the Committee thinks the 

Accounting Officer and/or Board should give attention to; 

• Financial reporting for the year; 

• The quality of both Internal and External Audit and their approach 

to their responsibilities; and 

• The Committee’s view of its own effectiveness, including advice on 

ways in which it considers it needs to be strengthened or 

developed. 

 

18. The Departmental Audit and Risk Committee will conduct a review of 

effectiveness following the February meeting each year. 

 

19. The Departmental Board and the Departmental Audit and Risk 

Committee will review the “Terms of Reference” on an annual basis to 

ensure that the work of the Audit Committee is aligned with good 

practice and business needs. 

 

 



 

 
 

APPENDIX 1 

Committee Membership  

 

Chairman: 

Stephen Hodkinson (Member on the Departmental Board and the 

Departmental Audit and Risk Committee since July 2010 – Extended for an 

further 3 year term in May 2013, expiring August 2016) 

 

Independent Committee Members: 

Dolores O’Reilly (Member on the Departmental Board and the Departmental 

Audit and Risk Committee since July 2010 – Extended for an further 3 year 

term in May 2013, expiring August 2016) 

Ken Slattery (Member on ESS Strategy Board since September 2010 and on 

Departmental Audit and Risk Committee since May 2013 – extended by ESS 

until August 2016) 

 

Other Attendees:  

Accounting Officer 

Finance Director 

Head of Internal Audit 

Head of  Corporate Governance 

Representative of the NIAO 

 

DoF Directors who may attend as requested: 

Director, Central Procurement Directorate (CPD) 

Director, Enterprise Shared Services (ESS) 

Chief Executive, Land and Property Services (LPS) 

Treasury Officer of Accounts, Public Spending Directorate (PSD) 

Director, Public Spending Directorate (PSD) 

Director, Strategic Planning and Reform (SPAR) 

Director, Corporate Human Resources (CHR) 

Chief Executive, Northern Ireland Statistics and Research Agency (NISRA) 

Departmental Solicitor, Departmental Solicitors Office (DSO) 



 

 
 

Director, Corporate Services Division (CSD) 

 

Secretariat:  

Finance Division will provide the secretariat function to the Committee. 

 

Appointment of members by rotation: 

The Chair of the Audit and Risk Committee and the Accounting Officer will be 

responsible for the appointment of members.  The term for members is not 

fixed.  

 

Appraisal: 

The Chair will take the lead in ensuring that Committee members are provided 

with appropriate appraisal of their performance as a Committee Member and 

that training needs are identified and addressed. The Chair will seek appraisal 

of his/her performance from the Accounting Officer. 



 

 
 

ANNEX 2 
DEPARTMENT OF FINANCE  
RISK APPETITE STATEMENT 
 
1. This statement outlines the Departments risk appetite, which is 

considered periodically by the Departmental Board and the Departmental 
Audit and Risk Committee. 

 
2. The purpose of the risk appetite statement is to articulate the amount of 

risk the Department is prepared to accept, tolerate or be exposed to in 
pursuit of its strategic objectives or from other inherent issues which 
although not directly linked to the strategic objectives have an impact on 
the risk profile of the Department. 

 
3. The following classifications of risk appetite are as set out in HM 

Treasury guidance ‘Thinking about Risk – Managing your risk appetite: A 
practitioner’s guide’. 

 
Classification  Description  

 
Averse Avoidance of risk and uncertainty is a key 

organisational objective. 
Minimalist Preference for ultra-safe business delivery options 

that have a low degree of inherent risk and only 
have a potential for limited reward. 

Cautious Preference for safe delivery options that have a low 
degree of residual risk and may only have limited 
potential for reward. 

Open Willing to consider all potential delivery options and 
choose the one that is most likely to result in 
successful delivery while also providing an 
acceptable level of reward (and value for money 
etc.). 

Hungry Eager to be innovative and to choose options 
offering potentially higher business rewards, despite 
greater inherent risk. 

 
 
4. In general the Department has an Open risk appetite in relation to most 

categories of risk, although a Cautious approach is adopted in relation to 
some areas, for example the management of sensitive information such 
as personal data.  

 
5. This reflects the Department’s desire to accept a calculated level of risk 

in order to enable the pursuit of the most effective method of achieving its 
desired outcomes. This includes the consideration of innovative or less 
safe delivery methods where the risks are calculated to be appropriately 
balanced with the level of reward. 

 


