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Definitions

In this Memorandum:
“‘AOP” means The Armagh Observatory and Planetarium
“the Body” means The Armagh Observatory and Planetarium

‘C&AG” means the Comptroller and Auditor General for Northern
Ireland

“the Directors” means the Director of the Armagh Observatory and the
Director of Armagh Planetarium.

“the Board” means the Board of Governors of the Armagh Observatory
and Planetarium.

‘the Committee” means the Management Committee of the Armagh
Observatory and Planetarium.

“‘DAO” means “Dear Accounting Officer” letter

“‘Department” means the Department of Culture, Arts and Leisure
“‘DFP” means Department of Finance and Personnel

“‘DPFO” means “Dear Principal Finance Officer” letter

“Grant” means any form of payment, of which “grant-in-aid” is a subset
“‘Minister” means the Minister of the sponsor Department. During the
suspension of the Northern Ireland Assembly, all references to “the
Minister” should be taken to mean the relevant Direct Rule Minister

with responsibility for Department of Culture, Arts and Leisure

‘MSFM” means the Management Statement and Financial
Memorandum document

“‘“OFMDFM” means Office of the First Minister and Deputy First Minister
“PFO” means Principal Finance Officer

“Voted” means provision voted by the Northern Ireland Assembly
During the period of suspension, any reference to the NI Assembly in

this document should be read as a reference to the United Kingdom
Parliament.



PART I: MANAGEMENT STATEMENT

1.1

1.1.1

1.1.2

INTRODUCTION
This document

This Management Statement and Financial Memorandum has been
drawn up by the Department in consultation with the Directors, the
Board and the Committee of the Armagh Observatory and Planetarium,
College Hill, Armagh, BT61 9DG. During the suspension of the
Northern Ireland Assembly, all references to the Assembly should be
taken to mean the UK Parliament at Westminster and all references to
“the Minister” should be taken to mean the relevant Direct Rule Minister
with responsibility for the Department and AOP.

Subject to the legislation noted below (Appendix A), this Management
Statement sets out the broad framework within which AOP will operate,
in particular:

e AOP’s overall aims, objectives and targets in support of the sponsor
Department’s wider strategic aims and the outcomes and targets
contained in its current Public Service Agreement (PSA);

e the rules and guidelines relevant to the exercise of AOP’s functions,
duties and powers;

e the conditions under which any public funds are paid to the
Institutions; and

e how AOP are to be held to account for their performance.

1.1.3 The associated Financial Memorandum sets out in greater detail certain

aspects of the financial provisions that AOP shall observe. However,
the Management Statement and Financial Memorandum do not convey
any legal powers or responsibilities.

1.1.4 The document shall be periodically reviewed by the sponsor Department

in accordance with the timetable referred to in section 7 below.

1.1.5 The AOP, the sponsor Department, or the Minister may propose

amendments to this document at any time. Any such proposals by AOP
shall be considered in the light of evolving Departmental policy aims,
operational factors and the track record of AOP itself. The guiding
principle shall be that the extent of flexibility and freedom given to the
AOP shall reflect both the quality of its internal controls to achieve
performance and its operational needs. the Department shall determine
what changes, if any, are to be incorporated in the document.



1.1.6

1.1.7

1.1.8

1.2

1.2.1

1.3

1.3.1

1.4

1.4.1

1.4.2

Legislative provisions shall take precedence over any part of the
document. Significant variations to the document will be cleared with
DFP Supply after consultation with AOP, as appropriate. (The definition
of “significant” will be determined by the Department in consultation
with DFP and OFMDFM if appropriate)

The MSFM is approved by DFP Supply, and signed and dated by the
Department and the AOP’s Directors. It should be copied to OFMDFM
for information.

Any question regarding the interpretation of the document shall be
resolved by the sponsor Department after consultation with AOP and,
as necessary, with DFP Supply and OFMDFM if appropriate.

Copies of this document and any subsequent substantive amendments
shall be placed in the Library of the Assembly. (Copies shall also be
made available to members of the public on the AOP’s website)

Founding Legislation; Status of the Board of Governors of the
Armagh Observatory and Planetarium

The Corporation created by Section 2 of the Act of 1791, An Act for
settling and preserving a Public Observatory and Museum in the City of
Armagh for ever, was renamed the Governors of the Armagh
Observatory and Planetarium under the Armagh Observatory and
Planetarium (NI) Order 1995 (Appendix A refers), as amended by
Schedule |, Paragraph 6 of the Audit and Accountability (NI) Order
2003 (hereafter “the Order’). The Board does not carry out its
functions on behalf of the Crown.

The Functions, Duties and Powers of the Board of Governors of
the Armagh Observatory and Planetarium

The functions, duties and powers of the Board and Committee are set
out in the Order and in letters dated 5 December 1984 and 10
September 1998. (see Appendix A).

Classification

For policy/administrative purposes AOP is classified as an executive
non-departmental public body.

For national accounts purposes AOP is classified to the central
government sector.



1.4.3 References to AOP include, where they exist, all its subsidiaries and

2.1

2.1.1

2.2

2.2.1

3.1

3.1.1

joint ventures that are classified to the public sector for national
accounts purposes. If such a subsidiary or joint venture is created,
there shall be a document setting out the arrangements between it and
the NDPB (paragraphs 67- 68 of the Financial Memorandum refer).

AIMS AND OBJECTIVES
Overall Aim

Within the founding legislation the Minister has approved the overall
aims for AOP; to advance the knowledge and understanding of
astronomy and related sciences through the execution, promotion and
dissemination of astronomical research nationally and internationally in
order to enrich the intellectual, economic, social and cultural life of the
community.

Objectives and key targets

The Department determines AOP’s performance framework in the light
of the Department’s wider strategic aims and current PSA objectives
and targets. The objectives, key targets and performance measures
within AOP are agreed by the Minister within AOP's corporate and
Business Planning process.

RESPONSIBILITIES AND ACCOUNTABILITY
The Minister

The Minister is accountable to the Assembly for the activities and
performance of AOP. The responsibilities of the Minister include:

e approving AOP’s strategic objectives and the policy and
performance framework within which AOP will operate (as set out in
this MSFM and associated documents.);

e keeping the Assembly informed about AOP’s performance;

e approving the amount of grant-in-aid/grant/other funds to be paid to
AOP, and securing Assembly approval;

e carrying out responsibilities specified in the Order including the
appointment of a member to the Board of Governors and the
Chairperson.



3.2

3.2.1

3.2.2

3.2.3

3.3

3.3.1

3.3.2

The Accounting Officer of the sponsor Department

The Permanent Secretary, as the Department’s Principal Accounting
Officer, is responsible for the overall organisation, management and
staffing of the Department and for ensuring that there is a high
standard of financial management in the Department as a whole. The
Departmental Accounting Officer is accountable to the Assembly for
the issue of any grant-in-aid to AOP. The Departmental Accounting
Officer designates the Directors as AOP’s Accounting Officers, and
may withdraw the accounting officer designation if it is believed that the
incumbent is no longer suitable for the role.

In particular, the Departmental Accounting Officer of the sponsor
Department shall ensure that:

e AOP’s strategic aims and objectives support the Department’s
wider strategic aims and current PSA objectives and targets;

e the financial and other management controls applied by the
Department to AOP are appropriate and sufficient to safeguard
public funds and for ensuring that AOP’s compliance with those
controls is effectively monitored (“public funds” include not only any
funds granted to AOP by the Assembly but also any other funds
falling within the stewardship of AOP);

e the internal controls applied by AOP conform to the requirements of
regularity, propriety and good financial management;

e any grant-in-aid to AOP is within the ambit and the amount of the
Request for Resources and that Assembly authority has been
sought and given.

The responsibilities of a Departmental Accounting Officer are set out in
more detail in Government Accounting Northern Ireland (GANI).

The Sponsoring Branch of the Department

Within the sponsor Department, Museums Branch acts as the
sponsoring branch for the AOP. The Branch, in consultation as
necessary with the Departmental Accounting Officer, is the primary
source of advice to the Minister on the discharge of his/her
responsibilities in respect of AOP, and the primary point of contact for
AOP in dealing with the sponsor Department. The sponsoring branch
shall carry out its duties under a senior officer who shall have primary
responsibility for overseeing the activities of AOP.

The sponsoring team shall advise the Minister on:



an appropriate framework of objectives and targets for AOP in the
light of the Department’s wider strategic aims and current PSA
objectives and targets;

an appropriate budget for AOP in the light of the Department’s
overall public expenditure priorities; and

how well AOP is achieving its strategic objectives and whether it is
delivering value for money.

3.3.3 In support of the Departmental Accounting Officer, the sponsoring team
shall:

on performance and risk management -

monitor AOP’s activities on a continuing basis through an adequate
and timely flow of information from AOP on performance,
budgeting, control, and risk management, including early sight of
AOP’s Statement on Internal Control;

address in a timely manner any significant problems arising in AOP,
whether financial or otherwise, making such interventions in the
affairs of AOP as the Department judges necessary to address
such problems;

periodically carry out a risk assessment of AOP’s activities to inform
the sponsor Department’s oversight of AOP; strengthen these
arrangements if necessary; and amend the MSFM accordingly.

The risk assessment shall take into account the nature of AOP’s
activities; the public monies at stake; the body's corporate
governance arrangements; its financial performance; internal and
external auditors' reports; the openness of communications
between the body and the sponsor Department; and any other
relevant matters;

on communication with AOP —

inform AOP of relevant Government policy in a timely manner; if
necessary, advise on the interpretation of that policy; and issue
specific guidance to AOP as necessary;

bring concerns about the activities of AOP to the attention of the
Board, and require explanations and assurances from the Board
that appropriate action has been taken.



3.4

3.4.1

3.4.2

3.4.3

3.4.4

Duties of the Chairman of the Board of Governors and Committee

Under paragraph 2(1)(a) of Schedule | of the Order the Church of
Ireland Archbishop of Armagh is designated Chairman of the Board.

The Chairman is responsible to the Minister of the Department. The
Chairman shall ensure that AOP’s policies and actions support the
wider strategic policies of the Minister; and that AOP’s affairs are
conducted with probity. The Chairman shares with other Board
members the corporate responsibilities set out in paragraph 3.5.2, and
in particular for ensuring that AOP fulfils the aims and objectives set by
the Department and approved by the Minister.

The Chairman has a particular leadership responsibility on the
following matters:

e giving advice and direction in formulating AOP’s strategy;

e ensuring that AOP, in reaching decisions, take account of guidance
provided by the Minister or the Department;

e promoting the efficient and effective use of staff and other
resources;

e encouraging high standards of propriety;
e representing the views of AOP to the general public.

e ensuring that the Board and Committee meet at regular intervals
throughout the year and that the minutes of meetings accurately
record the decisions taken and, where appropriate, the views of
individual Board members.

The Chairman shall also:

e ensure that all members of the Board and Committee, when taking
up office, are fully briefed on the terms of their appointment and on
their duties, rights and responsibilities, and receive appropriate
induction training, including on the financial management and
reporting requirements of public sector bodies and on any
differences which may exist between private and public sector
practice;

e advise the Department of the needs of AOP when Board and
Committee vacancies arise, with a view to ensuring a proper
balance of professional and financial expertise; and

e assess the performance of individual Board and Committee
members when they are being considered for re-appointment.



3.4.5

3.4.6

3.4.7

3.4.8

3.5

3.5.1

Performance appraisal should be regular and open and should not be
conducted only at the time of reappointment. Members should have an
awareness that they are being appraised, the standards against which
they will be appraised, and have an opportunity to contribute to and
view their report.

The Commissioner for Public Appointments is of the view that on-going
assessment of members is vital, not only for compliance with the Code
of Practice, but also to meet best practice and provide members with
feedback; to recognise their contribution; to motivate them; and, where
necessary, to provide them with advice on improving performance.

The Chairman shall also ensure that a Code of Practice for Board and
Committee members (FD (DFP) 03/06) is in place, based on the
Cabinet Office’s model Code of Practice for Board Members of Public
Bodies. The Code shall commit the Chairman and other members to
the Nolan seven principles of public life, and shall include a
requirement for a comprehensive and publicly available register of the
interests of the members of the Board and Committee.

Communications between the Board or the Committee and the Minister

shall normally be through the Chairman. The Chairman shall ensure
that the other members are kept informed of such communications.

The Board of Governors

In accordance with paragraph 2(1) of Schedule 1 of the Order the
Board shall consist of:

o the Church of Ireland Archbishop of Armagh who shall be
chairman of the Governors;

e the Dean of the Chapter of the Church of Ireland Cathedral of
Armagh;

e the other members of the Chapter of the Church of Ireland
Cathedral of Armagh;

o one person appointed by the Department in line with the Code of
Practice issued by the Commissioner for Public Appointments for
Northern Ireland;

e one person appointed by the Queen’s University of Belfast; and

o up to 3 other persons appointed by the Governors.



3.5.2 The Board has corporate responsibility for ensuring that AOP fulfils the
aims and objectives set by the Department and approved by the
Minister, and for promoting the efficient, economic and effective use of
staff and other resources. To this end, and in pursuit of its wider
corporate responsibilities, the Board shall:

3.5.3

establish the overall strategic direction of AOP within the policy and
resources framework determined by the Department;

ensure that the Department is kept informed of any changes which
are likely to impact on the strategic direction of AOP or on the
attainability of its targets, and determine the steps needed to deal
with such changes;

ensure that any statutory or administrative requirements for the use
of public funds are complied with; that the Board operates within the
limits of its statutory authority and any delegated authority agreed
with the sponsor Department, and in accordance with any other
conditions relating to the use of public funds; and that, in reaching
decisions, the Board takes into account all relevant guidance issued
by DFP, OFMDFM and the sponsor Department;

ensure that it receives and reviews regular financial information
concerning the management of AOP; is informed in a timely manner
about any concerns about the activities of AOP; and provides
positive assurance to the Department that appropriate action has
been taken on such concerns;

demonstrate high standards of corporate governance at all times,
including using the independent Audit Committee (see paragraph
4.6.3) to help the Board to address the key financial and other risks
facing AOP;

appoint, in conjunction with the Committee and with DCAL’s
approval, Directors and, in consultation with the Department, set
performance objectives and remuneration terms linked to these
objectives for the Directors, which give due weight to the proper
management and use of public monies.

Individual Board members shall act in accordance with their wider
responsibilities as Members of the Board — namely to:

comply at all times with the Code of Practice (see paragraph 3.4.7)
that is adopted by AOP and with the rules relating to the use of
public funds and to conflicts of interest;

not misuse information gained in the course of their public service
for personal gain or for political profit, nor seek to use the
opportunity of public service to promote their private interests or



those of connected persons or organisations; and to declare
publicly and to the board any private interests that may be
perceived to conflict with their public duties;

comply with the Departmental guidance on the acceptance of gifts
and hospitality, and of business appointments; and

act in good faith and in the best interests of AOP.

3.5.4 AOP will provide the sponsor team in DCAL with a copy of all
Board/Committee minutes and the minutes of all sub-committees,
including the Independent Audit Committees, as soon as possible after
the meetings have been held.

3.6 Management Committee

3.6.1 The Committee comprises:

3.7

3.71

the Church of Ireland Archbishop of Armagh (Chairman) or his
nominee (appointed as Chairman);

three Governors nominated by the Board;

six nominees of the Department;

one nominee of the Dublin Institute for Advanced Studies (DIAS);
one nominee of the Queen’s University of Belfast; and

one nominee of the Particle Physics and Astronomy Research
Council.

Responsibilities of the Members of the Committee

The duties and responsibilities of the Committee are contained in
letters dated 5 December 1984 and 10 September 1998 between the
then Department of Education for Northern Ireland and the then Chair
of the Board of Governors (Committee Terms of Reference - Appendix
A). These duties and responsibilities are supplemented and/or varied
by the following requirements on the Management Committee:

to approve the overall strategic direction of AOP within the agreed
policy and resources framework;



to ensure that the Corporate and Business Plans outline the agreed
strategic direction of AOP and are implemented within the the
approved allocation of resources;

to ensure that all activities are within the limits of statutory authority
and of any delegated authority agreed with the Department and in
accordance with any other conditions relating to the use of public
funds;

to foster and encourage the fund raising and marketing activities of
AOP in the areas of tourism, culture and recreation;

to foster and encourage astronomical research and promote the
respective national and international roles of AOP;

subject to the approval of the Department, to appoint, through open
competition, suitable persons to serve as Directors of AOP. The
Committee shall ensure that AOP appoint and promote staff in line
with the NICS Recruitment Service procedure, which follows the
principles of Equal Opportunities and the Fair Employment Code of
Practice; and

to oversee the use of the financial and human resources of AOP to
ensure value for money and the effective delivery of services;

to ensure that, in reaching decisions, the Committee has taken into
account any guidance issued by the Department;

to participate in any Departmental review of AOP;
to represent AOP on other bodies;

to maintain a list of matters that are reserved for the Committee’s
decision. The list should be agreed with the Department;

Members of the Committee (including the Chairman) must not give
the Directors, or any other official who may be acting on his behalf,
instructions which conflict with their duties as the Accounting
Officers for AOP;

The Committee should not become involved in details of operational
activities that must be matters for the attention of the executive
structures. The Committee, however, would expect to receive
regular reports on matters at an appropriate level of aggregation;

Comply with the Departmental guidance on the acceptance of gifts
and hospitality.



3.8

3.8.1

3.8.2

3.8.3

e Provide the sponsor team in DCAL with a copy of all
Board/Committee minutes and the minutes of all sub-committees,
including the Independent Audit Committees, as soon as possible
after the meetings have been held.

In addition, members must at all times:

e abide by the Seven Principles of Public Life, as laid down by the
Commissioner for Public Appointments for Northern Ireland; and

e in accordance with Government policy on openness, comply with all
reasonable requests for information from Parliament, and as set out
in AOP’s Freedom of Information Publication Scheme.

They should also:

e make a constructive contribution to the work of the Committee and
bring insight and original thought to Committee discussions; and

e promote and work for consensus in the decision-making process of
the Committee.

The role of a Director as Accounting Officer

The Directors are designated as AOP’s Accounting Officers by the
Departmental Accounting Officer.

Each Accounting Officer is personally responsible for safeguarding the
public funds for which he/she has charge; for ensuring propriety and
regularity in the handling of those public funds; and for the day-to-day
operations and management of the Armagh Observatory or the
Armagh Planetarium.

As Accounting Officer, a Director shall exercise the following
responsibilities in particular:

on planning and monitoring —

e establish, in agreement with the the Department, AOP’s corporate
and Business Plans in support of the Department’s wider strategic
aims and current PSA objectives and targets;

e inform the Department of AOP’s progress in helping to achieve the
Department’s policy objectives and in demonstrating how resources
are being used to achieve those objectives;

e ensure that timely forecasts and monitoring information on
performance and finance are provided to the Department; that the



Department is notified promptly if overspends or underspends are
likely and that corrective action is taken; and that any significant
problems, whether financial or otherwise, and whether detected by
internal audit or by other means, are notified to the Department in a
timely fashion;

on advising the Board and Committee -

advise the Board and Committee on the discharge of its
responsibilities as set out in this document, the Order and in any
other relevant instructions and guidance that may be issued from
time to time by DFP, OFMDFM or the sponsor Department;

advise the Board and Committee on AOP’s performance compared
with its aims and objectives;

ensure that financial considerations are taken fully into account by
the Board and Committee at all stages in reaching and executing
its decisions, and that standard financial appraisal techniques are
followed appropriately;

take action as set out in paragraphs 15-18 of the NDPB Accounting
Officer Memorandum if the Board, Committee, or its Chairman, is
contemplating a course of action involving a transaction which the
Director considers would infringe the requirements of propriety or
regularity, or does not represent prudent or economical
administration, efficiency or effectiveness;

on managing risk and resources —

ensure that a system of risk management is maintained to inform
decisions on financial and operational planning and to assist in
achieving objectives and targets;

ensure that an effective system of programme and project
management and contract management is maintained;

ensure that all public funds made available to AOP including any
income or other receipts are used for the purpose intended by the
Assembly, and that such monies, together with AOP’s assets,
equipment and staff, are used economically, efficiently and
effectively;

ensure that adequate internal management and financial controls
are maintained by AOP, including effective measures against fraud
and theft;



maintain a comprehensive system of internal delegated authorities
that are notified to all staff, together with a system for regularly
reviewing compliance with these delegations;

ensure that effective personnel management policies are
maintained,;

on accounting for AOP’s activities —

sign the accounts and be responsible for ensuring that proper
records are kept relating to the accounts and that the accounts are
properly prepared and presented in accordance with any directions
issued by the Minister, the sponsor Department, or DFP

sign a Statement of Accounting Officer's responsibilities, for
inclusion in the annual report and accounts;

sign a Statement on Internal Control regarding AOP’s system of
internal control, for inclusion in the annual report and accounts;

ensure that effective procedures for handling complaints about AOP
are established and made widely known within the AOP;

act in accordance with the terms of this document and with the
instructions and relevant guidance in Government Accounting
Northern Ireland and other instructions and guidance issued from
time to time by the sponsor Department, DFP and OFMDFM - in
particular, the DFP document, The Responsibilites of an NDPB
Accounting Officer and the Treasury document, Regularity and
Propriety, both of which a Director shall receive on appointment.
Section IX of the Financial Memorandum refers to other key
guidance;

ensure that AOP acts in accordance with the Financial Directions
issued by DCAL and DFP.

give evidence, normally with the Accounting Officer of the sponsor
Department, if summoned before the Public Accounts Committee
on the use and stewardship of public funds by AOP;

ensure that an Equality Scheme is in place, reviewed and equality
impact assessed as required by the Equality Commission and
OFMDFM,;

ensure that New TSN is taken into account;



3.9

3.9.1

3.9.2

3.9.3

e ensure that the requirements of the Data Protection Act, 1998 are
complied with; and

e ensure that the requirements of the Freedom of Information Act,
2000 are complied with.

On Corporate Governance —

e provide assurance regarding the stewardship of the grant-in-aid
provided by DCAL by forwarding no later than 31 May each year a
copy of (i) the Risk Register as at 31 March; (ii) the Internal Audit
Assurance Statement and (iii) the draft Statement of Internal
Control signed by the AOP Accounting Officer.

The role of a Director as Consolidation Officer

For the purposes of Whole of Government Accounts, the Directors are
normally appointed by DFP as AOP’s Consolidation Officers.

As a Consolidation Officer, each Director shall be personally
responsible for preparing the consolidation information, which sets out
the financial results and position of AOP; for arranging for its audit; and
for sending the information and the audit report to the Principal
Consolidation Officer nominated by DFP.

As Consolidation Officer, each Director shall comply with the
requirements of the NDPB Consolidation Officer Memorandum as
issued by DFP and shall, in particular:

e ensure that AOP has in place and maintains sets of accounting
records that will provide the necessary information for the
consolidation process;

e prepare the consolidation information (including the relevant
accounting and disclosure requirements and all relevant
consolidation adjustments) in accordance with the consolidation
instructions and directions “Dear Consolidation Officer” (DCO) and
“‘Dear Consolidation Manager” (DCM) letters issued by DFP on the
form, manner and timetable for the delivery of such information.

3.10 Delegation of duties

3.10.1 A Director may delegate the day-to-day administration of his/her

3.11

Accounting Officer and Consolidation Officer responsibilities to other
employees in AOP. However, he/she shall not assign absolutely to any
other person any of the responsibilities set out in this document.

A Director’s role as Principal Officer for Ombudsman cases



3.11.1 Each Director of AOP is the Principal Officer for handling cases
involving the Northern Ireland Commissioner for Complaints. As
Principal Officer, he/she shall inform the Permanent Secretary of the
Department of any complaints about AOP accepted by the
Ombudsman for investigation, and about AOP’s proposed response to
any subsequent recommendations from the Ombudsman

3.12 Consulting Customers

3.12.1 AOP will work in partnership with its stakeholders and customers to
deliver the services/programmes, for which it has responsibility, to
agreed standards. It will consult regularly to develop a clear
understanding of citizens’ needs and expectations of its services, and
to seek feedback from both stakeholders and customers, and will work
to deliver a modern, accessible service.



4.1

411

41.2

41.3

41.4

41.5

PLANNING, BUDGETING AND CONTROL
The Corporate Plan

Consistent with the timetable for public spending reviews, AOP shall
submit annually to DCAL a draft of AOP’s updated rolling Corporate
Plan covering three years ahead. The draft plan should be submitted to
DCAL, for discussion with the Minister and/or officials, within one
month of DCAL providing AOP with planning figures for the subsequent
three years. The updated plan should be submitted to DCAL by 31
December each year. AOP shall have agreed with DCAL the issues to
be addressed in the plan and the timetable for its preparation.

DCAL will approve AOP’s Corporate Plan and provide a copy to DFP
for information.

The plan shall reflect AOP’s statutory duties and, within those duties,
the priorities set from time to time by the Minister. In particular, the
plan shall demonstrate how AOP contributes to the achievement of the
Department’s strategic aims and PSA objectives and targets.

The Corporate Plan shall set out:

e AOP’s key objectives and associated key performance targets for
the three forward years, and its strategy for achieving those
objectives;

e a review of AOP’s performance in the preceding financial year
together with comparable outturns for the previous 2 years, and an
estimate of performance in the current year;

e alternative scenarios to take account of factors which may
significantly affect the execution of the plan, but which cannot be
accurately forecast;

e a forecast of expenditure and income, taking account of guidance
on resource assumptions and policies provided by the Department
at the beginning of the planning round. These forecasts should
represent AOP’s best estimate of all its available income not just
any grant or grant-in-aid;

e other matters as agreed between the Department and AOP.

The main elements of the plan, including the key performance targets,
shall be agreed between the Department and AOP in the light of the
Department’s decisions on policy and resources taken in the context of
the Government’s wider policy and spending priorities and decisions.



4.2

4.2.1

422

4.3

4.3.1

4.4

441

442

443

4.4.4

The Business Plan

The first year of the Corporate Plan, amplified as necessary, shall form
the Business Plan. The Business Plan shall be submitted to the
Department by 31 January of the financial year preceding the year to
which it refers or by agreement if notification of grant is delayed. The
Business Plan shall include key targets and milestones for the year
immediately ahead and shall be linked to budgeting information so that
resources allocated to achieve specific objectives can readily be
identified by the Department.

DCAL will approve AOP’s Business Plan and provide a copy to DFP for
information.

Publication of Plans

The Corporate and Business Plans shall be published and made
available on the internet.

Reporting performance to the Department

AOP will operate management information and accounting systems
that enable them to review their financial and non-financial
performances against agreed budgets and targets in line with the
Business and Corporate Plan.

AOP shall take the initiative in informing the Department of changes in
external conditions, which make the achievement of objectives more or
less difficult, or which may require a change to the budget or objectives
as set out in the Corporate or Business Plans

AOP’s performance in helping to deliver Departmental policies,
including the achievement of key objectives, shall be reported to the
Department on a three-monthly basis. Performance will be formally
reviewed regularly by officials of the Department. The Minister shall
meet the Board regularly on a formal basis to discuss AOP’s
performance, its current and future activities, and any policy
developments relevant to those activities.

AOP’s performance against key targets will be reported in the Annual
Report and Accounts (see section 5.1 below).
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4.5.1

4.6

4.6.1

46.2

46.3

46.4

4.6.5

4.6.6

4.6.7

46.8

Budgeting Procedures

AOP’s budgeting procedures are set out in the Financial Memorandum.

Internal Audit

AOP shall establish and maintain arrangements for internal audit in
accordance with DAO (DFP) 3/02 the Treasury's Government Internal
Audit Standards (GIAS) and DAO (DFP) 25/02, entitled Internal Audit
Arrangements between a Sponsoring Department and its Non-
Departmental Public Bodies (NDPBSs).

AOP shall consult the sponsor Department to ensure that the latter is
satisfied with the terms of reference, the terms and conditions of
contract, the competence and qualifications of the proposed auditor(s)
and that the requirements for approving the appointment of an auditor
are in accordance with GIAS 5.2.

AOP shall set up an independent Audit Committee in accordance with
the Cabinet Office's Guidance on Codes of Practice for Public Bodies
(FD (DFP) 03/06, dated 11 March 1997 refers).

The sponsor Department shall have access to the independent Audit
Committee’s minutes.

AOP will provide the sponsor team in DCAL with a copy of all internal
audit reports and, on request, with information on the implementation of
audit recommendations. All accepted audit recommendations must be
implemented within the internal auditor's recommended priority time
frame.

AOP shall arrange for periodic quality reviews of it’s internal audit in
accordance with GIAS. The Department shall consider whether it can
rely on these reviews to provide assurance on the quality of internal
audit. However, the Department reserves a right of access to carry out
independent reviews of internal audit in AOP.

The AOP’s independent Audit Service shall also have a right of access
to all documents prepared by its internal auditor, including where the
service is contracted out. The audit strategy, periodic audit plans and
annual audit report, including an opinion on risk management, control
and governance shall be forwarded as soon as possible to the
sponsoring team.

AOP shall report immediately to the sponsor Department all frauds
(proven or suspected), including attempted fraud. The sponsor
Department shall then report the frauds immediately to DFP and the
C&AG. In addition AOP shall forward to the sponsor Department the
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4.7.1

annual fraud return, commissioned by DFP, on fraud and theft suffered
by AOP; notify any changes to internal audit's terms of reference, the
audit committee’s terms of reference or AOP’s Fraud Policy and Fraud
Response Plan.

AOP will, on request, provide the sponsor team in DCAL with
information on the implementation of Internal Audit Report
recommendations. All accepted audit recommendations must be
implemented within the internal auditor's recommended priority time
frame.

Additional Departmental access to AOP

In addition to the right of access referred to in paragraph 4.6.4 above,
the Department shall have a right of access to all AOP’s records and
personnel for purposes such as sponsorship audits, operational
investigations, etc (See also paragraph 3.5.4)
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5.2

5.21

EXTERNAL ACCOUNTABLILITY
The Annual Report and Accounts

After the end of each financial year AOP shall publish as a single
document an annual report of its activities together with its audited
annual accounts. The report shall also cover the activities of any
corporate bodies under the control of AOP. A draft of the report shall
be submitted to the Department at least two weeks before the
proposed publication date. AOP will publish its annual report and
statement of accounts after it has been laid before the Assembly, but
by no later than 30 November (subject to clearance by C&AG).

The annual report and accounts shall comply with the guidance in
'‘Government Financial Reporting Manual’ (FReM) which is available at
the following website: www.aasbni.gov.uk

The report and accounts shall outline AOP’s main activities and
performance during the previous financial year and set out in summary
form AOP’s forward plans. Information on performance against key
financial targets shall be included in the notes to the accounts, and
shall therefore be within the scope of the audit.

i) The report and accounts shall be laid before the Assembly and
made available, in accordance with the guidance on the
procedures for presenting and laying the combined annual report
and accounts as prescribed in Chapter 7 of Government
Financial Reporting Manual (FReM) and any subsequent
guidance issued by DFP.

ii) Due to the potential accounting and budgetary implications, any
changes to accounting policies or significant estimation
techniques underpinning the preparation of annual accounts,
requires the prior written approval of the sponsor Department.

The annual accounts and annual report must be laid in accordance
with the guidance issued by DFP (see FD(DFP)21/05 entitled 'Laying
NDPB Annual Report and Accounts During Suspension of Devolution').

External Audit

The Comptroller and Auditor General (C&AG) audits AOP’s annual
accounts and passes the accounts to the Department who shall lay
them before the Assembly. For the purpose of audit the C&AG has a
statutory right of access to relevant documents as provided for in
Articles 3 and 4 of the Audit and Accountability (Northern Ireland)
Order, 2003.
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The C&AG has agreed to liase with AOP on whether the NIAO or a
commercial auditor shall undertake the actual audit on his behalf. The
final decision rests with the C&AG.

The C&AG has agreed to share with the Department information
identified during the audit process and the audit report (together with
any other outputs) at the end of the audit. This shall apply, in particular,
to issues which impact on the Department's responsibilities in relation
to financial systems within AOP. The C&AG will also consider, where
asked, providing Departments and other relevant bodies with
Regulatory Compliance Reports and other similar reports which
Departments may request at the commencement of the audit and
which are compatible with the independent auditor's role.

Where appropriate, the Department may commission from the auditor
additional reports providing assurance about the financial systems
within AOP. AOP shall facilitate the provision of such reports.

AOP will, on request, provide the sponsor team in DCAL with
information on the implementation of Management Letter
recommendations. All accepted audit recommendations must be
implemented within the external auditor's recommended priority time
frame.

VFM examinations

The C&AG may carry out examinations into the economy, efficiency
and effectiveness with which AOP has used its resources in
discharging its functions. For the purpose of these examinations the
C&AG has statutory access to documents as provided for under
Articles 3 and 4 of the Audit and Accountability (Northern Ireland)
Order, 2003. Where making payment of a grant, or drawing up a
contract, AOP should ensure that it includes a clause which makes the
grant or contract conditional upon the recipient or contractor providing
access to the C&AG in relation to documents relevant to the
transaction. Where subcontractors are likely to be involved, it should
also be made clear that the requirements extend to them.
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STAFF MANAGEMENT
General

Within the arrangements approved by the sponsor Department and
DFP, AOP shall have responsibility for the recruitment, retention and
motivation of its staff. To this end AOP shall ensure that:

e rules for the recruitment and management of staff create an
inclusive culture in which diversity is fully valued; where
appointment and advancement is based on merit; and where there
is no discrimination on grounds of gender, marital status, domestic
circumstances, sexual orientation, race, colour, ethnic or national
origin, religion, disability, community background, or age;

e the level and structure of staffing, including gradings and numbers
of staff, is appropriate to the functions and the requirements of
efficiency, effectiveness and economy;

e the performance of staff at all levels is satisfactorily appraised and
performance measurement systems are reviewed periodically;

e staff are encouraged to acquire the appropriate professional,
management and other expertise necessary to achieve the
objectives of AOP;

e proper consultation with staff takes place on key issues affecting
them;

e adequate grievance and disciplinary procedures are in place;

e whistle blowing procedures consistent with the Public Interest
Disclosure (NI) Order 2003 are in place (see Appendix F);

e a code of conduct for staff is in place based on the Cabinet Office’s
Non-Departmental Public Bodies: A Guide for Departments, Annex
K, Model Code for Staff of Executive Non-Departmental Public
Bodies (found at http://www.cabinetoffice.gov.uk/agencies-

publicbodies/)

Staff SeveranceTerms should follow the guidance contained in
DAO(DFP)17/05 (Appendix 4)

Re-grading/Creating Posts

AOP has approval to re-grade/create posts, in accordance with para
6.1.1 above and current employment legislation, up to Deputy Principal
Level and analogous grades. Approval of the sponsor Department is
required to re-grade/create posts above this level.
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e Proposals to re-grade or create new posts should be subject to the
NICS Job Evaluation and Grading Support (JEGS) assessment to
confirm grading.

e All vacancies (including re-graded posts) should be filled through
open competition on the basis of merit unless agreed otherwise in
writing by the Department.

e Starting pay on recruitment and pay on promotion shall follow NICS
remuneration policy unless agreed otherwise in writing by the
Department.

REVIEWING THE ROLE OF THE NDPB

AOP will be reviewed periodically in accordance with the business
needs of the Department and AOP.

AOP shall provide the Department with full details of all agreements
where AOP or its successors have a right to share in the financial gains
of developers.

The Management Statement and Financial Memorandum will normally
be reviewed at least every five years or following a review of AOP's
functions as provided for in Para 7.1.



On behalf of the Armagh Observatory

Signed:

Professor Mark Bailey, Director

Date:

On behalf of the Armagh Planetarium

Signed:

Dr. Tom Mason, Director

Date:

On behalf of the Department of Culture, Arts and Leisure

Signed:

Paul Sweeney, Permanent Secretary

Date:
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THE ARMAGH OBSERVATORY AND PLANETARTUM (NI} ORDER 1995

At the Court at Buckingham Palace, the 28th day of June 1995
Present,
The Queen’s Most Excellent Majesty in Council

Whereas a draft of this Order has been approved by a resolution of
each House of Parliament:

Now, therefore, Her Majesty, in exercise of the powers conferred

1974 ¢c. 28 by paragraph 1 of Schedule 1 to the Northern Ireland Act 1974 and of

all other powers enabling Her in that behalf, is pleased, by and with

the advice of Her Privy Council, to order, and it is hereby ordered, as
follows:—

Title and commencement

1.—(1) This Order may be cited as the Armagh Observatory and
" Planetarium {Northern Ireland) Order 1995,

(2) This Order shall come into operation on the expiration of two
months from the day on which it is made.

Interpretation

1954 ¢, 33 (N.L) 2.—{1) The Interpretation Act (Northern Ireland) 1954 shall apply
to Article 1 and the following provisions of this Order as it applies to a
Measure of the Northern Ireland Assembly.
{2) In this Order—

“the Act of 1791 means the Act passed by the Irish Parliament in
the session held in the thirty-first year of the reign of His
Majesty King George the Third, chapter forty-six, intituled,
An Act for settling and preserving a Public Observatory and
Museum in the City of Armagh for ever;

“facilities” includes land and equipment;

“relevant trusts” means the trusts mentioned in the Act of 1791;
“the Department” means the Department of Education;

“the Governors™ has the meaning assigned by Article 3(2).
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The Governors of the Armagh Observatory and Planetarium

3.—(1} The corporation created by section 2 of the Act of 1791
shall continue in being but shall hereafter be known as “the
Governors of the Armagh Observatory and Planetarium™ and the
observatory, museum and other facilities for the time being vested in
that corporation shall bereafier be known as “the Armagh
Observatory and Planetarium™.

(2) That corporation is hereafter in this Order referred to as “the
Govemnors”.

(3) Schedule 1 shall have effect in relation to the Governors.

Functions of the Governors

4.—(1) The Governors shall, for the purpose of developing and
improving the knowledge, appreciation and practice of astronomy
and related sciences, maintain and manage the Armagh Observatory
and Planetarium and may take such other action as the Govemors
may think proper for the purpose of acquiring or disseminating
knowledge relating to astronomy and related sciences.

(2) Without prejudice to the generality of paragraph (1), the
Govermnors may for the purposes of their functions under that
paragraph—

(a) exercise any power heretofore exercisable by them by virtue

of the Act of 1791 or any relevant trusts;

{b) provide, maintain and manage such facilities as appear to
them to be complementary or ancillary to, or otherwise
appropriate to be provided in association with, any facilities
for the time being maintained and managed by them;

{c) accept gifts or bequests and execute any lawful trust having
objects similar to the objects of the Governors or incidental
or conducive to the attainment or furtherance of any of those
objects;

{d) give assistance (including financial assistance) to bodies
having objects similar to those of the Governors;

(e} make charges for goods and services provided by them;,

{(f} carry out, or assist in the carrying out of, research;
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(g) provide information and advice;

{h) do all such other acts as appear to the Governors to be
necessary or expedient for the performance of those
functions or as are incidental to the carrying out of those
functions.

(3) The Governors may allow premises owned or occupied by
them to be used by other persons (for payment or otherwise) for
purposes not connected with the functions of the Govemnors if the
Governors are satisfied that to do so would not conflict unduly with
those functions.

(4) Any property or right which but for this Order would have
been held or exercisable by, or for the benefit of, the person holding
the office referred to in the Act of 1791 as keeper (or astronomer and
keeper) of the observatory and museum shall be held or exercisable
by, or for the benefit of, the Gowvernors for the purposes of their
functions under this Order.

Byelaws
5.—(1) The Governors may make byelaws—

{a) regulating admission (including the making of charges) to
premises owned or occupied by the Govermnors for the
purposes of their functions under this Order (“relevant
premises”);

(b) regulating the conduct of persons on relevant premises;

(¢) for the protection of property vested in the Governors ot in
their custody (“relevant property™); and

(d) otherwise securing the efficient administration of relevant
property or relevant premises.

(2) Byelaws made under this Article may authorise persons
employed by the Govemors to exercise such powers and perform
such duties as the Governors may consider necessary for the
enforcement of the byvelaws and in particular anmy person so
authorised may, after due warning, remove or exclude from relevant
premises a person who contravenes or whom he reasonably suspects
of contravening the byelaws.

{3) Byelaws under this Article shall not come into operation until
approved by the Department.
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{(4) A person who contravenes any byelaw made under this Article
or who obstructs any person authorised in accordance with paragraph
{2) shall be guilty of an offence and liable on summary conviction to a
fine not exceeding level 3 on the standard scale.

Grants to the Governors

6.—(1) The Department may, on such terms and conditions as it
thinks fit, pay to the Governors for the purposes of their functions
under this Order such sums as the Department thinks fit.

(2) The Govemnors may borrow or invest money on such terms
and conditions and for such purposes as the Department may
E.PPI'U\"E,

(3) The Governors shall be a public body for the purposes of
Schedule 1 to the Financial Provisions (Northern Ireland) Order
1983,

Annual report

7. The Govemnors shall, in respect of each financial year, prepare
and submit to the Department a report on the exercise by the
Governors of their functions under this Order and the Department
shall lay a copy of that report before the Assembly.

Accounts of the Governors

8.—(1) The Governors shall keep proper accounts and proper
records in relation to those accounts,

{2) The Governors shall prepare and submit to the Department a
statement of accounts in respect of each financial year, and that
staterment shall be in such form and contain such information as the
Department may direct and shall give a true and fair view of the state of
the Governors’ affairs at the end of the financial year and of the
income and expenditure of the Governors in the financial year.

(3) The statement of accounts shall be examined and certified by
auditors appointed by the Governors with the approval of the
Department and the report of the auditors thereon shall be sent to the
Governors and 1o the Department.

1983 NI ]



THE ARMAGH OBSERVATORY AND PLANETARIUM (NI) ORDER 1995

{4) The accounts, books and records of the Governors shall be
open at all times to inspection by the Comptroller and Auditor
General for Northern Ireland and by officers of the Department.

Disposal of land by the Governors

9.—(1) The Governors may, with the consent in writing of the
Department, dispose of any land held by them.

(2) Where the Department grants consent under this Article in
relation to any disposal of land, it may give such directions—
{a) in relation to that disposal; and
(b) for securing the investment of any moneys arising from that
disposal,
as it thinks fit.
(3) The Governors shall comply with any directions under
paragraph (2).
(4) This Article applies notwithstanding anything in the terms of
any relevant trusts.

Repeals

10, The statutory provisions set out in Schedule 2 are hereby
repealed to the extent specified in the third column of that Schedule.

N. H. Nicholls
Clerk of the Privy Council
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SCHEDULES

SCHEDULE 1 Article 3(1),
THE GOVERNORS OF THE ARMAGH OBSERVATORY AND PLANETARIUM
Preliminary
1. Section 19 of the Interpretation Act (Northern Ireland) Act 1954 shall 1954 ¢33 (N.I

apply to the Governors, but—

(a) they shall not dispose of or charge any movable property vested in
them if that is inconsistent with any conditions attaching to the
property subject to which the property is vested in them;

(b} they shall not acquire any land, except with the consent in writing of
the Department;

(c) they shall not dispose of any land, except in accordance with
Anticle 9.

Membership

2.—(1) The Governors shall consist of—
(a) the Church of Ireland Archbishop of Armagh who shall be
chairman of the Governors,
(b} the dean of the chapter of the Church of Ireland cathedral of
Armagh;
(c) the other members of the chapter of the Church of Ireland
cathedral of Armagh;
(d) one person appointed by the Department;
(¢} one person appointed by the Queen’s University of Belfast;
(f) any persons for the time being appointed under sub-paragraph {2).
(2) The Governors referred to in sub-paragraph { 1 a) to () may appoint not
maore than 3 other persons to be members of the Governars,

3—{1} An appointed Governor appointed after the coming into
operation of this Order shall, subject to sub-paragraphs (2) to (5), hold
office for a period of 5 years.

(2) An appointed Governor shall—
(a) hold and vacate office in accordance with the terms of his
appointment; and
(b} on expiry of his term of office be eligible for re-appointment.
(3) An appointed Governor shall be deemed to have vacated his office

and the Governors shall declare his place vacant in the following
circumstances—
(a) where he gives to the chairman of the Governors a notice in

writing of his resignation and so informs the body which
appointed him a Governor;
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Scn. 1

1954 ¢, 33 (N.L)

() where he becomes bankrupt or makes a composition with his
creditors, or

() where he is convicted of an indictable offence and sentenced to a
term of imprisonment of not less than 3 months.

(4) Any body entitled to appoint a Governor under paragraph 2(1)(d) or (€)
or (1) may remove any Governor so appointed and appoint another
Governor in his place.

(5) Where an appointed Governor dies or ceases (o hold office, the body
which appointed him a Governor may appoint another in his place,

(6) In this paragraph “an appointed Governor”™ means a member of the
Governors appointed under paragraph 20(1)d) or () or (2).

4. The Department may, after consultation with the chairman of the
Governors, by order made subject to negative resolution amend paragraphs 2
and 3.

3—(1) Without prejudice to paragraph 2, the Department may appoint a
person (in this paragraph referred 1o as “the nominee™) in relation to the
Governors and any commitlee or sub-committee thereof.

(2) The nominee shall have and may exercise the same rights, powers
and privileges as any Governor or any member of any committee or sub-
committee of the Governors has or may exercise, except that he shall not
vote at any meeting of the Governors or of any such committee or sub-
COmmittes.

{3) Section 18(2) of the Imterpredation Act (Northern Ireland) 1954
(except so much thereof as relates to remuneration) shall apply to the
appointment of a nominee under sub-paragraph (1).

Allowances and expenses

6. The Governors may pay travelling and subsistence allowances and
other expenses necessarily incurred by members of the Governors and
committees and sub-committees thereof in the performance of their
functions and such allowances and expenses shall be at such rates or of
such amounts as the Department may determine.

Staff

T~—(1) The right of the Governors under section 19{1)a)vi) of the
Interpretation Act (Northern Ireland) 1954 to employ staff shall—

(a) in the case of staff of such description as the Department may
direct, be subject to the approval of the Department; and
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{b) be exercised subject to any directions which may be given by the
Department with respect to the number and terms and conditions of
service of persons employed or to be employed by the Governors.

2} The remuneration of persons emploved by the Governors shall be at
such rates as the Governors may, with the approval of the Department,
determine,

{3} The Governors may, in accordance with arrangements determined by
the Department, make provision for the payment on death or retirement of
superannuation benefits 1o or in respect of persons employed by them.

(4) Nothing in the terms of any relevant trusts shall confer on a person
employed by the Governors any right to any land, endowment, lodgings or
other benefit of any kind.

Committees

B.—(1) In accordance with arrangements approved by the Department,
the Governors may appoint such committees as they think fit and may
delegate any of their functions to a committee so appointed.

(2} A committee may include persons who are not members of the
Governors.

(3) In accordance with arrangements approved by the Department, the
Governors may authorise a commiltee to appoint swb-committees for such
purposes as the Governors may approve and a sub-committee so appointed
may include persons who are not members of the Governors or of the
committee which appointed the sub-commitles,

{4) The powers of any committee or any sub-committes appointed under
this paragraph shall be exercised in accordance with and subject 1w any
directions given by the Governors.

Procedure

9. The proceedings of the Governors or of any committee or sub-
committee thereol shall not be invalidated by any vacancy among the
members or by any defect in the appointment of any of the members,

10. Without prejudice to section 19{1)a)v) of the Interpretation Act
{Northern lreland) 1954, the Governors shall make standing orders for the
Governors and their commitiees and sub-committees relating to—

(a) the convening of meetings;
(b} the fixing of the quorum;
{c) the conduct of business at meetings;

Scn. 1

19534 ¢, 33 (M.L)
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SCH. | {d) the disclosure by a member of any pecuniary interest in, or family
relationship relevant to, any matter to be discussed ar a meeting
and the withdrawal by such a member from any discussion on that
matter;

{g) the keeping of minutes, accounts and other records;
{f) the signing of chegues;

(g) the custody of desds and other documents;

(h) the duties of employees;

{j1 such other matters connected with their business as the Governors
think fit.

11, The common seal of the Gowernors shall, when applied 10 any
document, be authenticated by the signatures of any two members of the
Governors authorised by the Governors 1o act for that purpose.

Formation of bedies corporate

12. The Governors may form bodies corporate, but shall only do $o with the
approval of the Department and sobject to such conditions as the
Department may specify in granting any such approval.

Article 10 SCHEDULE 2
REPEALS
Chapter or |
MNumber Short title Extemt of repeal
1791 c. 46 (Ie.). | An Act for settling and The whole Act,
preserving a Public
Observatory and

Museum in the City of
Armagh for ever.

1928 ¢, E(M.L). | The School Sites Act Section 2.
(Morthern Ireland) 1928,
1938 ¢, 18 The University and The whole Act, so far as

(N1 Collegiate and Scientific unrepealed,
| Institutions Act !
i (Morthern Treland) 1938,
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Scn. 2
Chapter or
Number | Short title Extent of repeal
1981 NI 14, The Museums (Northern Article 13(1).
Ireland) Order 1981,
1982 NI 6. The Departments In Part 11 of Schedule 1,
(Morthern Ireland) Order |  the entry relating to the
1982, University and
Collegiate and Scientific
Institutions Act
(Morthern Ireland) 1938,
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EXPLANATORY NOTE
(This note is not part of the Order)

This Order provides for the constitution and functions of the
Governors of the Armagh Observatory and Planetarium.



RATHGAEL HOUSE

BALLOO ROAD
RE-TYPED COPIES OF 1984 AND 1998 LETTERS BANGOR

CO. DOWN

The Most Rev His Grace The Lord
Primate of All Ireland

The See House

Cathedral Close

ARMAGH

5 December 1984

My dear Archbishop

ARMAGH OBSERVATORY AND PLANETARIUM

This Department takes the view that the best method of achieving the objectives set for The
Observatory by the Review Group, which met in November 1983 under the Chairmanship of
the Astronomer Royal, is by means of a Management Committee appointed to advise the
Governors with a view to ensuring that, in so far as is possible, the Observatory will in
addition to its present functions:-

(a) strengthen and support professional astronomical research in Northern Ireland and
elsewhere in the United Kingdom by taking on service tasks;

(b) assist the Universities in Northern Ireland in the education of professional

astronomers;

(c) actas a focal point for astronomy within Northern Ireland by contributing to public
information and education in conjunction with the Planetarium.

As a pre-condition to the payment of such grant as the Department in its absolute discretion
may decide to make the Department will require the Governors:-

1. To appoint a management committee comprising:-
a Chairman who shall be the Archbishop of Armagh or his nominee
3 governors nominated by the Governors and Guardians
The Director of Dunsink Observatory*

I member nominated by The Queen's University of Belfast

1 member nominated by the Science and Engineering Research Council



2 members nominated by the Department of Education

1 assessor from the Department of Education

* by consent of the Governing Body of the School of Cosmic Physics, Dublin Institute
for Advanced Studies.

The Department would offer no objection to two additional members being co-opted
with the approval of the Governors.

2. To arrange that members of the Committee shall normally be appointed to serve for
a fixed term of 5 years; that initially the nominees of the Governors and the
Department shall hold office for a period of three years only and thereafter for any
period up to five years which the Governors shall determine.

3. To appoint a Secretary to the Committee.

4. To authorise the Committee, inter alia, to:-

(a)

(b)

(©)

(d)

(e)

®

undertake the management of the premises and staff of the Observatory and
with effect from 1 April 1985 also to undertake the management of the premises
and staff of the Planetarium and secure the full and efficient use of the
Planetarium and the maintenance of an education service in astronomical and
related matters.

prepare each year for the approval of the Governors, in such form and at such
time as the Department may require, estimates of proposed recurrent and capital
expenditure by the Governors in the following financial year ie 1 April to 31
March;

prepare and keep accounts and records for the Observatory and Planetarium in
a form acceptable to the Department which shall be submitted by the Governors
for audit by designated officers of the Department;

afford to officers of the Department and of the Exchequer and Audit
Department access to the accounts and records for the Observatory and the
Planetarium and supply such information in relation to the Observatory and the
Planetarium as is requested by the Department of the Exchequer and Audit
Department;

advise the Governors on the appointment of staff on the understanding that the
Department of Education will take into account for grant purposes only those
posts approved by the Department to which staff have been appointed in
accordance with terms and conditions of employment (including any
qualifications required, grading and remuneration) approved by the Department;

keep the premises and all plant, furniture and equipment secure and in good
order, repair and condition, and to keep the Governors advised generally on
such matters.

5. To make an Annual Report to the Department on the work of the Observatory and
the Planetarium.



6. To afford to authorised officers of the Department reasonable access to the premises
for the exercise of the functions of the Department in relation to the Observatory and
the Planetarium.

7. To notify the Department forthwith in writing of any use made of the Observatory or
the Planetarium for purposes other than Observatory or Planetarium purposes on the
understanding that the Department may, if in its opinion it is appropriate to do so,
recover from the Governors any expenditure on heating, lighting or cleaning in
respect of such use.

8. To give a copy of this letter to each member of the Management Committee when he
or she is first appointed.

9. To terminate, with effect from 31 March 1985, the arrangements for the
management of the Planetarium embodied in the 1975 Agreement with the Southern
Education and Library Board.

I should be grateful if you confirm the acceptance by the Governors of the grant conditions set
out in this letter and also, before 31 March 1985, confirm the termination of the arrangements
for the management of the Planetarium embodied in the 1975 Agreement with the Southern
Education and Library Board.

Yours sincerely

JH PARKES



DEPARTMENT OF EDUCATION
NORTHERN IRELAND

Direct Line: 01247 - 279317
Fax Number: 01247 - 279266
e-mail: peter .holmes.deni@nics.gov.uk

The Most Reverend Dr R H A Eames
Archbishop of Armagh

The See House

Cathedral Close

ARMAGH 8T61 7EE

10 September 1998
Your Grace

MEMBERSHIP OF THE ARMAGH OBSERVATORY AND PLANETARIUM
MANAGEMENT COMMITTEE

Thank you for your letter of 21 August from which I see that you would like to retain
David Clement as a co-opted member of the Management Committee. I note also that
you would like to increase the current allocation of people co-opted by the Governors
from two (although three are currently in place) to four.

I should perhaps say that we in DENI, having signed up to the Nolan Principles, are a
little concerned that the Management Committee is perhaps not as balanced as it

might be = not only in terms of experience but also gender and possibly religion. As
you may be aware, we have therefore been looking at the overall position in
consultation with the two Directors and Administrator. In line with many other bodies
for which DENI has responsibility, we feel that the Management Committee should
comprise 15 members. This has proved to be a manageable number which enables a
broad balance in all respects.

Given your desire to retain David Clement and the "extra" member co-opted by the
Governors, we are content to increase the Governors allocation of co-opted members
to four.



In light of this and given that DENI no longer fields an Observer, we feel that DENI's
allocation should also increase to four. This would result in a revised structure as
follows:-

The Archbishop of Armagh or his nominee (appointed as Chairperson)

3 Governors nominated by the Board of Governors

4 nominees of the Department of Education The Director of Dunsink Observatory
1 nominee of the Queen's University Belfast

1 nominee of the Particle Physics and Research Council

4 additional members co-opted by the Board of Governors

The terms of agreement will need to be amended accordingly.

This now takes us to the situation of filling the DENI nominees (three with effect
from 1 October 1998 and one with effect from 30 October 1999).

The guiding principles of Nolan are that no Departmental nominees should be
appointed on the basis of a paper exercise alone and that an independent person
should be involved in the selection process. This normally entails a lengthy process
involving advertising, appointing an independent person, sifting and interviewing.
Fortunately, however, we recently went through this process for the newly formed
National Museums and Galleries of Northern Ireland and for the Northern Ireland
Museums Council. We therefore have a sizable pool of good people with a wide
breath of experience and propose to ask approximately 30 of these people whether
they would be interested in serving on the Armagh Committee. They will each be
given full information about the Planetarium and Observatory along with the role of

the Management Committee = all of which has been discussed and cleared with the
Directors.

I feel that this is a sensible solution and hope that you have no problems with what is
proposed.

On a final note, whilst [ understand your reasons for wishing to retain David Clement
for another term, I would ask that in future, where possible, the Governors, in making
their appointments, should enter into the spirit of Nolan — particularly in relation to
the number of terms of office each person holds. Basically the norm is two terms
with a third term considered only in exceptional circumstances.

My apologies for such a lengthy letter but this is an important and sensitive area and I
felt it important to cover the ground thoroughly.

P S HOLMES
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GUIDANCE ON CODES OF PRACTICE FOR BOARD MEMBERS OF
THE ARMAGH OBSERVATORY AND PLANETARIUM

1.

This document sets out a Code of Practice for Board Members of the Armagh
Observatory and Planetarium (AOP). It has been adapted from the model Guidance
on Codes of Practice for Board Members of Public Bodies produced by the Cabinet
Office in October 2004. Unless otherwise stated, references to "the Department” in
this document are to the Department of Culture, Arts and Leisure for
Northern Ireland and references to "AOP" are to the Armagh Observatory and
Planetarium. During the suspension of the Northern Ireland Assembly, all
references to “the Minister” should be taken to mean the relevant Direct Rule
Minister with responsibility for the Department of Culture, Arts and Leisure. During
the period of suspension, any reference to the NI Assembly in this document should
be read as a reference to the United Kingdom Parliament. The material is arranged

as follows:

Public service values paragraph 2

Relationship with the sponsor department paragraph 3

The role of the chair paragraphs 4-7

Corporate responsibilities of board members paragraph 8

Strategic planning and control paragraph 9

Delegation paragraphs 10-11

Responsibilities of individual board members paragraphs 12-15

Handling conflicts of interests paragraphs 16-24

Personal liability of board members paragraphs 25-27

Openness and responsiveness paragraphs 28-29

Accountability for public funds paragraphs 30-31

Annual Reports and Accounts paragraphs 32-34

The role of the chief executive paragraphs 35-37

Audit committees paragraph 38

The board as employer paragraph 39-41

Appendix 1 - The Seven Principles of Public Life

Appendix 2 — Evidence to Select Committees
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Appendix 3 - Audit Committees
Appendix 4 — Addison Rules
Appendix 5 — Publications

Public service values

2. AOP’s board must at all times:

= observe the highest standards of propriety involving impartiality, integrity and
objectivity in relation to the stewardship of public funds and the management of
the bodies concerned;

= maximise value for money through ensuring that services are delivered in the
most economical, efficient and effective way, within available resources, and
with independent validation of performance achieved wherever practicable.
Value for money is not the lowest price: it is the optimum combination of whole
life costs and quality to meet the user’s requirement;

= be accountable to the Assembly, users of services, individual citizens and staff
for the activities of the bodies concerned, their stewardship of public funds and
the extent to which key performance targets and objectives have been met;

= in accordance with Government policy on openness and responsiveness,

comply fully with the Code of Practice on Access to Government Information

Relationship with the Department

3. The Minister of the Department is answerable to the Assembly for the policies and
performance of AOP, including its use of resources and the policy framework
within which it operates. The respective roles of the Department and AOP should
be set out in a Management Statement. This information should be supplemented
by a Financial Memorandum specifying the terms on which AOP receives and

spends its funds.

The role of the chair

4, The chair has particular responsibility for providing effective
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strategic leadership on matters such as:

= formulating the board's strategy for discharging its statutory duties;

» encouraging high standards of propriety and promoting the efficient and
effective use of staff and other resources throughout the organisation;

= ensuring that the board, in reaching decisions, takes proper account of
guidance provided by the Minister or the Department;

= representing the views of the board to the general public; and

= providing an assessment of the performance of individual board members,
on request, when they are being considered for reappointment to the board

or for appointment to the board of some other public body.

5. The chair should ensure that the board meets at regular intervals throughout the
year and that the minutes of meetings accurately record the decisions taken and,

where appropriate, the views of individual board members.

6. Communications between the board and the Minister will normally be through the
chair except where the board has agreed that an individual member should act on
its behalf. Nevertheless, an individual member has the right of access to Ministers
on any matter which he or she believes raises important issues relating to his or
her duties as a member of the board. In such cases the agreement of the rest of
the board should normally be sought. The main point of contact between the body
and the Department on day-to-day matters will normally be the chief executive or

another member of staff who is authorised to act on behalf of the body.

7. The chair should ensure that all members of the board, when taking up office, are
fully briefed on the terms of their appointment and on their duties, rights and
responsibilities. The chair and other members of the board should each have a
copy of the Code of Practice for AOP; other relevant background material such as
AOP’s Management Statement and Financial Memorandum; its latest Corporate
Plan and Annual Reports and Accounts; the Treasury's memorandum The
Responsibilities of a NDPB Accounting Officer; the Treasury's handbook

Regularity and Propriety; notes describing the body's organisational structure and
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statutory basis of operation; and the rules and procedures of the board. The chair
should encourage new board members to attend an induction course on the duties
of board members of public bodies or some other suitable form of induction

programme.

Corporate responsibilities of board members

8.

Members of the board have corporate responsibility for ensuring that AOP
complies with any statutory or administrative requirements for the use of public
funds. Other important responsibilities of board members include:

ensuring that high standards of corporate governance are observed at all times;
establishing the overall strategic direction of the organisation within the policy and
resources framework agreed with the Minister;

ensuring that the board operates within the limits of its statutory authority and any
delegated authority agreed with the Department, and in accordance with any other
conditions relating to the use of public funds;

ensuring that, in reaching decisions, the board had taken into account any
guidance issued by the Department;

formulating a strategy for implementing the Code of Practice on Access to
Government Information, including prompt responses to public requests for
information, and meeting other requirements for openness and responsiveness as
set out in part J of Non Departmental Public Bodies: A Guide for Departments;
ensuring that the board has specific responsibility for sustainable development
and operates within the framework of the Sustainable Development Strategy,
following the priorities set by the Green Minister of the Department;

ensuring that the board manages its estate sustainably in line with the
Government’s Framework for Sustainable Development on the Government

Estate.

Strategic planning and control

9. One of the main tasks of the board is likely to be oversight of the production of a

corporate plan. The process of preparing such a document provides an opportunity

for agreeing, with the Minister, or officials on his or her behalf, the policy and
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resources framework within which the body will discharge its duties; and for
determining its key strategic objectives and targets. Such targets should normally
cover areas such as:
= AOP’s financial performance;
» the efficiency and effectiveness of its operations; and
= the quality of the services it provides. Some public bodies cannot easily
measure final outputs. Where this makes it difficult to set suitable
performance targets, the board should aim to agree carefully formulated

strategic objectives and milestones.

Delegation

10. Board members normally serve on a part-time basis. To the extent permitted by the

11.

originating legislation or other provisions under which the public body is established,
responsibility for day-to-day management matters should be delegated to staff so far
as is practicable, within a clearly understood framework of strategic control. Boards
will want to consider internal guidance covering those matters delegated to staff and
those reserved for decision by the board. The latter are likely to include issues of
corporate strategy; key strategic objectives and targets; major decisions involving the
use of financial and other resources; and personnel issues including key

appointments and standards of conduct.

The board may decide to delegate responsibility for specified matters, where it has
power to do so, to individual members or committees of the board. Decisions taken
by individual members or committees of the board under delegated powers should

be recorded in written minutes available to the board as a whole.

Responsibilities of individual board members

12. Individual board members should be aware of their wider responsibilities as

members of the board. Like others who serve the public, they should follow the
Seven Principles of Public Life set out by the Committee on Standards in Public Life.

The principles are printed at Appendix 1. Board members must:
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13.

14.

15.

= undertake on appointment to comply at all times with the Code of Practice
that is adopted by AOP concerned and with rules relating to the use of
public funds;

= actin good faith and in the best interests of AOP;

= not misuse information gained in the course of their public service for
personal gain or for political purpose, nor seek to use the opportunity of
public service to promote their private interests or those of connected
persons, firms, businesses or other organizations and to declare publicly
any private interests which may be perceived to conflict with their public
duties; and

= ensure that they comply with the board's rules on the acceptance of gifts

and hospitality.

Board members, whether full or part-time, are expected not to occupy paid party
political posts or hold particularly sensitive or high profile unpaid roles in a political
party. Subject to that, part-time members are free to engage in political activities,
provided that they are conscious of their general public responsibilities and exercise
a proper discretion, particularly in regard to the work of the boards of which they are
members. On matters directly affecting that work, they should not make political
speeches or engage in other political activities. Full-time members of boards should

abstain from all controversial political activities.

The restrictions in paragraph 13 do not apply to board members who are MPs , to
MLAs, to local councillors or to Peers in relation to their conduct in the House of
Lords. The position of Peers in this regard is covered by a statement made by Lord
Addison in 1951 in relation to Peers who are members of public bodies. See

Appendix 4.

The arrangements for appointing individual board members normally make it
possible to remove them from office if they fail to perform the duties required of

board members to the standards expected of persons who hold public office.

Handling conflicts of interests
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16. The chair and other board members should declare any personal or business
interests which may conflict with their responsibilities as board members. The board,
in consultation with the Department, should draw up rules of conduct for board
members which ensure that such conflicts are identified at an early stage and that

appropriate action can be taken to resolve them.

17. The rules should include the keeping of a register of interests appropriate to AOP’s
activities. The register should, as a minimum, list direct or indirect pecuniary interests
which members of the public might reasonably think could influence board members'
judgement. Boards members are strongly encouraged to register non-pecuniary
interests which relate closely to AOP’s activities, and interests of close family

members and persons living in the same household as the board member.

18. AOP should make its register of interests open to the public. It should ensure that
details of how access can be obtained are available widely and include such details
in annual reports. It will often be appropriate to publish registers of interests annually.

Board members should in any case be required to update them as changes occur.

19. In the absence of specific statutory provisions, the common law requires:

= that members of public bodies should not participate in the discussion or
determination of matters in which they have a direct pecuniary interest; and
that when an interest is not of a direct pecuniary kind, members should
consider whether participation in the discussion or determination of a
matter would suggest a real danger of bias. This should be interpreted in
the sense that members might either unwittingly or otherwise unfairly
regard with favour or disfavour, the case of a party to the matter under
consideration. In considering whether a real danger of bias exists in relation
to a particular decision, members should assess whether they, a close
family member, a person living in the same household as the board
member, or a firm, business or organisation with which the board member
is connected are likely to be affected more than the generality of those

affected by the decision in question. This would cover, for example, a
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20.

21.

22.

decision to invite tenders for a contract where a firm with which a member
was connected was significantly better placed than others to win it.

Note: Indirect pecuniary interests arise from connections with bodies which
have a direct pecuniary interest or from being a business partner of, or
being employed by, a person with such an interest. Non-pecuniary interests
include those arising from membership of clubs and other organisations.
Close family members include personal partners, parents, children (adult

and minor), brothers, sisters and the personal partners of any of these.

For the avoidance of doubt, this paragraph does not preclude the board from

deciding to issue an indemnity in the terms of paragraph 27 below.

Where, in accordance with the above, members do not participate in the discussion
or determination of a matter, they should normally withdraw from the meeting, even
if it is held in public. This is because the continued presence of someone who had

declared an interest might be thought likely to influence the judgement of the other

members present.

Boards should obtain legal advice on the effect of any specific statutory provisions
applying to them. In cases where members are authorised by law to represent a
group likely to be affected by a body's decisions, the relevant statutory framework
may permit members to be involved, notwithstanding any direct pecuniary interest
that they may have in the decision. However, boards should not overlook the
possibility that specific statutory provisions may impose restrictions that are stricter
than those described in paragraph 19 for interests that are not of a direct pecuniary
kind.

Whether or not board members are able in the light of the considerations above to
participate in the discussion or determination of a matter, they should declare as
soon as practicable after a meeting begins if they have an interest, pecuniary or
other, in a matter being considered. They should also disclose any interests in it of

which they are aware on the part of close family members and persons living in the
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23.

24.

same households as the board member. In addition, board members should
consider whether they need to disclose relevant interests of other persons or
organisations which members of the public might reasonably think could influence

the member's judgement.

Because executive NDPBs are required, other than exceptionally, to follow
generally accepted accounting practice, AOP board members must facilitate
compliance with the need under Financial Reporting Standard 8 for material
transactions with related parties to be disclosed in financial statements. "Related
parties" in FRS 8 include (in addition to business contacts) close members of the
family of an individual, who are defined for the purposes of the standard as those
family members, or members of the same household, who may be expected to

influence, or be influenced by, that person in their dealings with the reporting entity.

The board should adopt safeguards to prevent conflicts of interests arising from the
acceptance of outside appointments during or after tenure as a board member,

taking account of guidance from their sponsor team.

Personal liability of board members

25.

26.

Although any legal proceedings initiated by a third party are likely to be brought
against the board, in exceptional cases proceedings (civil or, in certain cases,
criminal) may be brought against the chair or other individual board members. For
example, a board member may be personally liable if he or she makes a fraudulent
or negligent statement which results in loss to a third party. Board members who
misuse information gained by virtue of their position may be liable for breach of
confidence under common law or may commit a criminal offence under insider

dealing legislation.

However, the Government has indicated that individual board members who have
acted honestly and in good faith will not have to meet out of their own personal
resources any personal civil liability which is incurred in execution or purported

execution of their board functions, save where the person has acted recklessly.
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27.

Subject to their own specific statutory powers, AOP should issue to their board

members suitable indemnities consistent with this paragraph.

Board members who need further advice should consult the board's legal advisers.

Openness and responsiveness

28.

29.

Board members and their staff should conduct all their dealings with the public in an
open and responsible way and ensure full compliance with the Code of Practice on
Access to Government Information. They should take account as far as possible of
the Standard of Best Practice for Openness in Executive NDPBs and NHS bodies
in the First Report of the Committee on Standards in Public Life (Cm 2850-1). They
must make publicly available annual reports, and, where practical and appropriate,
should hold open meetings, release summary reports of meetings, and invite
evidence from members of the public on matters of public concern. AOP should
seek to follow best practice in making available information to the public, particularly
through the world wide web, and co-operate with other bodies, such as local
authorities, to place relevant information in the public domain. AOP should aim to
consult their users on a wide range of issues by means of questionnaires, public
meetings, or other forms of consultation, proportionate to the size and resources of
the body concerned. AOP should adhere to the nine principles of public service

delivery.

The board should ensure they can demonstrate that they are using resources to
good effect, with propriety, and without grounds for criticism that public funds are
being used for private, partisan or party political purposes. They will need to act
consistently with the nature of the body's business and the possible need for
confidentiality on commercial or other grounds, always subject to the rights of the
Assembly and the Comptroller and Auditor General to obtain information. There
should be well publicised and easy-to-use complaints procedures which cover both

maladministration and failure to provide access to information.
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Accountability for public funds

30.

31.

Board members have a duty to ensure the safeguarding of public funds - which for
this purpose should be taken to include all forms of receipts from fees, charges and
other sources - and the proper custody of assets which have been publicly funded.
They must take appropriate measures to ensure that AOP at all times conducts its
operations as economically, efficiently and effectively as possible, with full regard to
the relevant statutory provisions and to relevant guidance in Government

Accounting.

Members of the board are responsible for ensuring that the AOP does not exceed
its powers or functions, whether defined in statute or otherwise, or through any
limitations on its authority to incur expenditure. They should normally be advised on

these matters by the chief executive and AOP’s legal advisers.

Annual Report and Accounts

32.

33.

As part of its responsibilities for the stewardship of public funds, the board of AOP
must ensure that it includes a full statement of the use of such resources in its
Annual Report and Accounts. Such accounts should be prepared in accordance
with the Accounts Direction issued by the responsible Minister and such other
guidance as may be issued, from time to time, by the Department of Finance and

Personnel.

Subject to any existing statutory requirements, AOP should aim to produce an
Annual Report and Accounts as a single document and should give it appropriate
publicity. If the Annual Report is published separately, it should normally contain at
least a summary of the Annual Accounts and in any case give details of how to
obtain the full accounts. A statement by the auditors should be included in the
summary to confirm that it is consistent with the Annual Accounts. It should also
state whether the report on the Annual Accounts was qualified and provide details if

this was the case.
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34.

The Annual Report and Accounts should provide a full description of the board's
activities; state the extent to which key strategic objectives and agreed financial and
other performance targets have been met; list the names of the current members of
the board and senior staff; and provide details of remuneration of board members
and senior staff in accordance with Treasury guidance. The Annual Report should
contain information on access to registers of interests in accordance with paragraph

18 above.

The role of the chief executive

35.

36.

37.

The chief executive has responsibility, under the board, for the overall
organisation, management, and staffing of AOP and for its procedures in financial
and other matters, including conduct and discipline. This involves the promotion
by leadership and example of the values embodied in the Seven Principles of
Public Life. Board members should support the chief executive in undertaking this

responsibility.

The chief executive of AOP is designated as the accounting officer for the body.
NDPB accounting officers are responsible to the Assembly and the accounting
officer of the responsible department for the resources under their control. The
essence of the role is a personal responsibility for the propriety and regularity of
the public finances for which they are answerable; for the keeping of proper
accounts; for prudent and economical administration; for the avoidance of waste
and extravagance; and for the efficient and effective use of all the resources in
their charge. The accounting officer has a responsibility to see that appropriate
advice is tendered to the board on all these matters. Satisfactory performance of

these responsibilities is fundamental to the role of the chief executive.

More detailed guidance on the role of an accounting officer is set out in The
Responsibilities of a NDPB Accounting Officer, which covers appearances before
the Committee of Public Accounts of the House of Commons. All board members
should ensure that they have a copy of this document. The contents of the

memorandum apply to the senior full-time official of an NDPB in cases where
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there is no formally designated accounting officer. The Treasury's handbook,
Regularity and Propriety, describes what these concepts mean in a financial
context. Although the handbook is intended primarily for accounting officers, board

members should also familiarise themselves with it.

Audit committees

38.

Unless agreed otherwise with the Department, AOP should establish an audit
committee as a committee of the board. The committee should consist of non-
executive board members and should be chaired by a non-executive board
member, other than the chair, who has experience of financial matters. The
responsibilities of the audit committee will overlap with those of the accounting
officer. It is envisaged that he or she will normally attend all meetings of the audit
committee, unless, exceptionally, his or her own performance is being discussed.
More detailed guidance on the role of the audit committee and specimen terms of

reference are at Appendix 3.

The board as employer

39.

The board should ensure:

= that it complies with all relevant legislation and that it employs suitably
qualified staff who will discharge their responsibilities in accordance with
the high standards expected of staff employed by such bodies. All staff
should be familiar with AOP’s main aims and objectives;

= that AOP adopts management practices which use resources in the most
economical, efficient and effective manner;

= that AOP rules for the recruitment and management of staff provide for
appointment and advancement on merit on the basis of equal opportunity
for all applicants and staff. In filling senior staff appointments, the board
should satisfy itself that an adequate field of qualified candidates is

considered, and should always consider the merits of full and open
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40.

41.

competition. In recruiting external candidates, this should normally be used;
and

= that its staff, and the board's own members, have appropriate access to
expert advice and training opportunities in order to enable them to exercise
their responsibilities effectively (in line with wider Government commitments

on training strategies).

The board should adopt a code of conduct for its staff using the model issued for
executive NDPBs by Cabinet Office in August 1996, subject to any modifications
that may be necessary — and that are agreed with the sponsor department — to
take account of their own particular characteristics and circumstances. The model
code covers arrangements enabling members of staff to raise concerns about
propriety with a nominated official or board member of the NDPB in the first
instance and subsequently, if necessary, with a nominated official in the sponsor
department. There should be safeguards to prevent conflicts of interests when

staff leave.

The board has a responsibility to monitor the performance of the chief executive
and other senior staff. Where the terms and conditions of employment of the chief
executive and other senior staff include an entitlement to be considered for
performance-related pay, and where such payments are assessed by board
members, the board should ensure that they have access to the information and

advice required to make the necessary judgements.

SR/2632/FIN MEM 14



APPENDIX 1

THE SEVEN PRINCIPLES OF PUBLIC LIFE

Selflessness

Holders of public office should take decisions solely in terms of the public interest. They
should not do so in order to gain financial or other material benefits for themselves, their
family, or their friends.

Integrity

Holders of public office should not place themselves under any financial or other
obligation to outside individuals or organisations that might influence them in the
performance of their official duties.

Objectivity

In carrying out public business, including making public appointments, awarding
contracts, or recommending individuals for rewards and benefits, holders of public office
should make choices on merits.

Accountability

Holders of public office are accountable for their decisions and actions to the public and
must submit themselves to whatever scrutiny is appropriate to their office.

Openness

Holders of public office should be as open as possible about all the decisions and actions
that they take. They should give reasons for their decisions and restrict information only
when the wider public interest clearly demands.

Honesty

Holders of public office have a duty to declare any private interests relating to their public
duties and to take steps to resolve any conflicts arising in a way that protects the public
interests.

Leadership

Holders of public office should promote and support these principles by leadership and

example.
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APPENDIX 2

EVIDENCE TO SELECT COMMITTEES

1. Departmental Select Committees have an important role in examining the expenditure,
administration and policies of NDPBs. The Government fully supports this role. Lords
Committees and other Committees may also seek evidence from NDPBs from time to
time.

2. NDPB Board members may, on occasion, be invited to give evidence to Select
Committees. When they do so, they should be as helpful as possible in providing
accurate, truthful and full information refusing to provide information only when
disclosure would not be in the public interest. This should be decided in accordance with
the relevant statutes and the Government’s Code of Practice on Access to Government
Information (which will be superseded by Freedom of Information legislation from
January 2005). Board members should bear in mind in this context the need to respect
legitimate Board confidences.

3. Before giving evidence, Board members may find it helpful to see Departmental
Evidence and Response to Select Committees (also known as the Osmotherly Rules).
This gives general advice on dealing with Select Committees including their powers to
summon witnesses and papers and responses to Select Committee reports. Copies are
available from the Propriety and Ethics team in the Cabinet Office on 020-7276- 2474 or
it can be accessed at

www.cabinetoffice.gov.uk/propriety _and_ethics/select committees/index.asp.

4. Similarly, the Chief Executive of an NDPB may be called, as an Accounting Officer, to
give evidence to the Public Accounts Committee (PAC). Guidance on giving evidence to
the PAC is set out in the Accounting Officer Memorandum which can be obtained from
the Treasury Officer of Accounts.

5. Board members wishing to give evidence should, as a matter of courtesy, advise their
Chairman and colleagues on the NDPB Board and its sponsoring department of their
intention. They should discuss with them the handling of any oral or written evidence
they want to submit and whether they expect to be giving evidence on behalf of the
NDPB or in a personal capacity. The Select Committee should be advised of the status

of the witness.
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6. Subject only to a Committee’s power to decide to require the attendance of a witness,
the decision on whether to give evidence is solely for the individual concerned. There
must be no pressure placed on individuals to deter them, or action taken against them as
a consequence of giving evidence to a Select Committee. Any such actions might be
regarded as a contempt of the House, with potentially serious consequences for those

involved.
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APPENDIX 3

AUDIT COMMITTEES

The Guidance on Codes of Practice recommends that all public bodies, unless otherwise
agreed with their sponsor department, should set up an Audit Committee as a committee
of the board. This note provides further guidance.

2. The Audit Committee is an advisory body with no executive powers. Its main functions
should be:

to help promote the highest standards of propriety in the use of public funds and
encourage proper accountability for the use of those funds;

to improve the quality of financial reporting by reviewing internal and external financial
statements on behalf of the board;

to promote a climate of financial discipline and control which will help to reduce the
opportunity for financial mismanagement; and to promote the development of internal
controls systems which will help satisfy the board that the body concerned will achieve its
objectives and targets and is operating:

(i) in accordance with any statutory requirements for the use of public funds;

(i) within delegated authorities laid down by the sponsor department and the public
body's own rules on what matters should be referred to the board;

(iii) in @ manner which will make most economic and effective use of resources available.
3. The Audit Committee should be chaired by a non-executive board member, other than
the chair, who has relevant experience and expertise. Other members of the Committee
should be non-executive board members.

4. The Treasury has issued The Audit Committee Handbook for Accounting Officers in
departments and Executive Agencies. The Dear Accounting Officer letter DAO(GEN)
17/03 www.hmtreasury.gov.uk/media/1B6/40/dao1703.pdf which advises Accounting
Officers about the publication of the Handbook points out that the handbook has been
developed based on the accountability structure of a department or Executive Agency
and that NDPBs may need to translate the guidance to suit their own particular

circumstances.
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5. Specimen terms of reference are shown below. They are for guidance only and will
need to be tailored to the particular circumstances of the body concerned. A checklist for
evaluating audit committee arrangements is available from the National Audit Office:

www.nao.org.uk/quidance/checklists/auditcommittee checklist.pdf.

Specimen Terms of Reference

Constitution

(1) The board hereby resolves to establish a committee of the board to be known as the
Audit Committee.

Membership and attendance

(2) The chair, members and secretary of the Audit Committee shall be non-executive
Board members and shall be appointed by the Board. The chair shall be a non-executive
member of the Board other than its chair.

(3) Board members who are not members of the Audit Committee should have the right
of attendance. The secretary will circulate minutes of meetings of the Audit Committee to
all members of the Board.

(4) The Chief Executive in his or her role as accounting officer, the Finance Director and
the Head of Internal Audit will normally attend meetings of the Committee.

Frequency of meetings

(5) The Board shall determine how often the Committee shall meet. The external auditor
may request a meeting if he considers one necessary.

Authority

(6) The Audit Committee is an advisory body with no executive powers. However, it is
authorised by the board to investigate any activity within its terms of reference, and to
seek any information it requires from staff, who are requested to co-operate with the
Committee in the conduct of its inquiries. Requests for work, and reports received, from
internal audit will be channelled through the accounting officer, to whom the Head of
Internal Audit reports.

(7) The Audit Committee is authorised to obtain independent professional advice if it
considers this necessary.

Duties

(8) The specific duties of the Committee shall be:
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(a) to review the body's internal and external financial statements and reports to ensure
that they reflect best practice;

(b) to discuss with the external auditor the nature and scope of each forthcoming audit
and to ensure that the external auditor has the fullest co-operation of staff;

(c) to consider all relevant reports by the Comptroller and Auditor General or the
appointed external auditor, including reports on the body's accounts, achievement of
value for money and the response to any management letters;

(d) to review the effectiveness of the body's internal control system established to ensure
that the aims, objectives and key performance targets of the organisation are achieved in
the most economic, effective and environmentally preferable manner;

(e) to ensure that the body's internal audit service meets, or exceeds, the standards
specified in the Government Internal Audit Manual, complies in all other respects with
these guidelines and meets agreed levels of service;

(f) to consider and advise the board on the body's annual and long-term audit
programme;

(g) to consider internal audit reports, including value-for-money reports and the
arrangements for their implementation;

(h) to review the operation of the body's code of practice for board members and code of
conduct for staff;

(i) to consider any other matters where requested to do so by the board; and

(j) to report at least once a year to the board on the discharge of the above duties.
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APPENDIX 4

Addison Rules

1. A peer who is a member of a public board, whether commercial or non-commercial in
character, is not by reason of such membership debarred from exercising his or her right
to speak in the House of Lords, even on matters affecting the Board of which he or she is
a member; and it is recognised that, in the last resort, only the Peer concerned can
decide whether he or she can properly speak on a particular occasion.

2. The following guidance (based upon that given by the then Leader of the House
Viscount Addison, after consultation and agreement between the parties) may be helpful
to Peers, who are considering whether or not to take part in a particular debate.

i. When questions affecting a particular board or public board in general arise in
Parliament the present Minister and the Government of the day generally are alone
responsible to Parliament. The duty of reply rests with Ministers only, and cannot devolve
upon members of public boards who may also be members of the House of Lords. There
can be no question of Board members replacing, or usurping the functions of, Ministers
and dealing with matters of Ministerial responsibility. In the Commons, of course the
possibility could not arise, because a Member of the House must resign his seat on
accepting an appointment of this nature.

ii. Itis important that, as contemplated in the Statutes and, in the case of the BBC, by the
Charter, the Boards shall be free to conduct their day to day administration without the
intervention of Parliament or Ministers, except where otherwise provided. If Board
members who happen also to be peers were to give the House information about the day
to day operations of the Board or to answer criticisms respecting it, the House would in
fact be exercising a measure of Parliamentary supervision over matters

of management. It would also be difficult for the responsible Minister not to give similar
information to the House of Commons.

iii. There is no duty upon the board member to answer questions put to him in debate,
and that no criticism should attach to any Board member who refrains from speaking in a
debate. Nor should the fact that a member spoke in a particular debate be regarded in

any way as precedent for him or any other member speaking in any other debate.
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iv. The above applies only to debates relating to public boards. Experience acquired as a
member of a public board will often be relevant to general debates in which the same
contributions do not arise, and the contributions of board members who are peers may
be all the more valuable because of that experience.

3. The statement below, taken from the memoranda, best sums up the intentions behind
Lord Addison’s Rules.

“The House of Lords is a sensible body; and the latitude to speak

or refrain from speaking, inherent in a peer, is not likely to cause

embarrassment. Indeed, any attempt to lay down a hard and fast

rule would be more likely to cause embarrassment”.
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APPENDIX 5

PUBLICATIONS

Committee on Standards in Public Life, First Report, Cm 2850-1, 1995, available from
The Stationery Office, 020 7863 9090, price £11.80 (ISBN 0 10 1285027)
www.public-standards.gov.uk /

The Government's Response to the First Report of the Committee on Standards in
Public Life, Cm 2931, July 1995, available from The Stationery Office, 020 7873 9090,
price £7.10 (ISBN 0 10 129312 7).

Executive Non-Departmental Public Bodies: Annual Reports and Accounts
Guidance*, 2004/05, available from Central Accountancy Team, HM Treasury, 020 7270
4535/61
http://www.hmtreasury.gov.uk/media//1816E/reports_accounts_guidance_210704.pdf
Government Accounting®, available from Treasury Officer of Accounts (TOA) Team,
HM Treasury, 020 7270 5524. www.government-accounting.gov.uk/current/frames.htm
The Responsibilities of a NDPB Accounting Officer*, Annex 8.2 of Government
Accounting December 1994, available from TOA Team, HM Treasury, 020 7270 5524
www.government-accounting.gov.uk/current/frames.htm

Government Internal Audit Standards, October 2001, available from Assurance
Control and Risk Team, HM Treasury, 020 7270 5174
www.hmtreasury.gov.uk/Documents/Public_Spending_and_Services/Audit_and_
Accounting/pss_aud_gias.cfm

Government Internal Audit Standards, Good Practice Guide, May 2002 available
from Assurance Control and Risk Team, HM Treasury, 020 7270 5174
www.hmtreasury.gov.uk/Documents/Public_Spending_and_Services/Audit_and_
Accounting/pss_aud_gias.cfm

Audit Committee Handbook, October 2003 available from Assurance Control and Risk
Team, HM Treasury, 020 7270 5174
www.hmtreasury.gov.uk/Documents/Public_Spending_and_Services/Audit_and
Accounting/pss_aud_index.cfm

Non-Departmental Public Bodies: A Guide for Departments, available from Agencies
and Public Bodies Team, Cabinet Office, 020 7276 2040.
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www.civilservice.gov.uk/improving_services/agencies_and_public_bodies/publications/pd
f/ndpb-guide_2004

Regularity and Propriety: A Handbook, July 1997, available from Treasury Officer of
Accounts Team, HM Treasury, 020 7270 5524.
http://www.hm-treasury.gov.uk/media//5AAE6/162.pdf

Code of Practice on Access to Government Information, Second Edition 1997
www.dca.gov.uk/foi/logcode981.htm

A better quality of life: a strategy for sustainable development for the United
Kingdom, May 1999, £11.80, Cm 4345. Published by The Stationery Office and
available from the Publications Centre: 0345 02 34 74.
www.sustainable-development.gov.uk/ar2003/index.htm

Achieving a better quality of life. Review of progress towards sustainable
development: Government annual report 2003
www.sustainable-development.gov.uk/ar2003/index.htm

*Equivalent Northern Ireland guidance is available from Accountability and Accountancy

Services Branch, Department of Finance and Personnel, 01245 858 208
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RESPONSIBILITIES OF A NDPB ACCOUNTING OFFICER

1. The senior official (usually the full-time Chief Executive or equivalent) of a
non-departmental public body (NDPB) is normally designated as Accounting
Officer by the departmental Accounting Officer of the sponsor department. An
Accounting Officer has the personal duty of signing the body's accounts,
unless the body is a Companies Order company, in which case the accounts
should be signed both by a Director and the Accounting Officer. By virtue of
this duty, the Accounting Officer has the further duty of being a witness before
the Committee of Public Accounts (PAC) to deal with questions arising from
those accounts or, more commonly, from reports made to Parliament by the
Comptroller and Auditor General under the Audit (Northern Ireland) Order
1987.

2. Associated with these duties are the further responsibilities which are the
subject of this memorandum. It is incumbent on the officials who serve as
Accounting Officers to combine these duties with their duties to the Board of
the NDPB (or where there is no Board, to the senior appointee to the body),
which they should inform of their designation. More detailed guidance for the
Accounting Officer and his/her staff is contained in the DFP Manual

“Government Accounting Northern Ireland” (GANI).

3. NDPBs are financed in a variety of ways, for example by grant in aid, grant,
income from fees and charges or private sector funds. An Accounting Officer
is designated in the case of NDPBs which are financed by a large grant or
grant in aid, or where the accounts of the body are to be laid before
Parliament. Where it is in the interests of public accountability, a department
will also designate an Accounting Officer for an NDPB which receives its

primary funding from other sources. It is an important principle that, regardless
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of the source of the funding, Accounting Officers are responsible to Parliament

for the resources under their control.

4. This memorandum is directed at those who are formally designated as
Accounting Officer. Its contents, however, are applicable to the senior full-time
official of an NDPB for which there is no designated Accounting Officer. This
memorandum does not apply to those NDPBs (such as Tribunals and Advisory
Committees) which are funded directly by a department through a Vote (as
opposed to via grant or grant-in-aid) and for which the departmental

Accounting Officer is therefore accountable.

5. Paragraph 6 below describes the responsibilities of the departmental
Accounting Officer in relation to NDPBs. Paragraph 7 describes the general
responsibilities of the Chief Executive of an NDPB. Paragraphs 8-18 set out
the Accounting Officer's responsibilities in respect of the funds for which
he/she is responsible. Paragraphs 19-24 deal with the Accounting Officer's
duties and responsibilities in respect of NIAO and PAC. Paragraphs 25-27

describe the arrangements for covering the absence of an Accounting Officer.

Responsibilities of the Departmental Accounting Officer in relation to NDPBs

6. In relation to NDPBs, it is the responsibility of a departmental Accounting
Officer to be satisfied that:

6.1 the financial and other management controls applied by the department
are appropriate and sufficient to safeguard public funds and, more
generally, that those being applied by the NDPB conform with the

requirements both of propriety and of good financial management;
6.2 there is an adequate statement of the financial relationship between the

department and the NDPB (in a financial memorandum or similar

document) and that this statement is regularly reviewed; and that
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6.3 the conditions attached to grants conform with the terms of the Vote and

that the sponsor department monitors compliance with those conditions.

The General Responsibilities of the Accounting Officer of an NDPB

7.  The designation of the Accounting Officer reflects the fact that under the Board
(whether or not he or she is a member of the Board) the Accounting Officer
has responsibility, which only he or she is in a position to discharge, for the
overall organisation, management and staffing of the NDPB and for its
procedures in financial and other matters. The Accounting Officer must ensure
that there is a high standard of financial management in the NDPB as a whole;
that financial systems and procedures promote the efficient and economical
conduct of business and safeguard financial propriety and regularity
throughout the NDPB; and that financial considerations are fully taken into

account in decisions on NDPB policy proposals.

The Specific Responsibilities of the Accounting Officer of an NDPB

8. The essence of an Accounting Officer's role is a personal responsibility for the
propriety and regularity of the public finances for which he or she is
answerable; for the keeping of proper accounts; for prudent and economical
administration; for the avoidance of waste and extravagance; and for the

efficient and effective use of all the resources in his or her charge.
9.  An Accounting Officer must:
9.1 sign the accounts, (subject to the point in paragraph 1 about
Companies Order companies), and in doing so accept personal

responsibility for their proper presentation as prescribed in legislation

or by Departments;
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9.2

9.3

9.4

9.5

9.6

9.7

conform with the requirements of any financial memoranda and ensure
that accounts are drawn up in accordance with any conditions set out

in legislation, Accounts Directions and relevant DFP guidance;

ensure that proper financial procedures are followed and that
accounting records are maintained in a form suited to the
requirements of management, as well as in the form prescribed for

published accounts;

ensure that the public funds for which he/she is responsible as
Accounting Officer are properly and well managed (see paragraph 10
below) and safeguarded, with independent and effective checks of

cash balances in the hands of any official,

ensure that assets for which he/she is responsible such as land,
buildings or other property, including stores and equipment are
controlled and safeguarded with similar care, and with checks as

appropriate;

ensure that conflicts of interests are avoided, whether in the

proceedings of the Board or in the actions or advice of all its staff; and

ensure that, in the consideration of policy proposals relating to the
expenditure for which he/she is responsible as Accounting Officer, all
relevant financial considerations, including any issues of propriety,
regularity or value for money, are taken into account and brought to

the attention of the Board.

10  An Accounting Officer should ensure that effective management systems

appropriate for the achievement of the NDPB's objectives, including financial

monitoring and control systems, have been put in place. An Accounting Officer

should also ensure that managers at all levels:-
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10.1  have a clear view of their objectives, and the means to assess and,
wherever possible, measure outputs or performance in relation to

those objectives;

10.2  are assigned well defined responsibilities for making the best use of
resources (both those consumed by their own commands and any
made available to organisations or individuals outside the NDPB)

including a critical scrutiny of output and value for money; and

10.3  have the information (particularly about costs), training and access to
the expert advice which they need to exercise their responsibilities

effectively.

11.  An Accounting Officer must make sure that his or her arrangements for
delegation promote good management and that he or she is supported by the
necessary staff with an appropriate balance of skills. Arrangements for internal
audit should accord with the objectives, standards and practices set out in the

HM Treasury "Government Internal Audit Manual”.

Regularity and Propriety of Expenditure

12. In respect of funds voted by Parliament, Accounting Officers have a particular
responsibility for ensuring compliance with Parliamentary requirements in the
control of expenditure and any requirements imposed by the sponsor
department. A fundamental requirement is that the funds for which they are
responsible should be applied only to the extent and for the purposes
authorised by Parliament. The Accounting Officer must also comply with any
conditions which departments may attach to grant or grant-in-aid. He/she
must ensure that Parliament's attention is drawn to loans or special payments,

by appropriate notation of the relevant account.

13.An Accounting Officer is responsible for ensuring that specific approval for

expenditure has been obtained from the sponsor department in all cases
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where it is required, including cases involving pay, pensions and conditions of
service. This will include any expenditure not covered by any authorities
delegated by the department to the NDPB. As in the case of delegations
from DFP to departments, delegated authority does not remove the obligation
to submit to its parent department proposals which are novel or contentious.
The Accounting Officer is also responsible for ensuring that adequate
machinery exists for the collection and bringing to account in due form of all

receipts of any kind connected with the accounts of the NDPB.

Advice to the Board

14.

15.

An Accounting Officer has particular responsibility to see that appropriate
advice is tendered to the Board on all matters of financial propriety and
regularity and more broadly as to all considerations of prudent and economical
administration, efficiency and effectiveness. Accounting Officers will need to
determine how and in what terms such advice should be tendered, and
whether in a particular case to make specific reference to their own duty as
Accounting Officer to justify to the PAC transactions for which they are

accountable.

The Board of an NDPB should act in accordance with the requirements of
propriety or regularity (including the provisions of the NDPBs financial
memorandum, or other documents setting out the financial duties of the NDPB,
or any of GANI or other rules governing the conduct of the NDPB). However, if
the Board, or the Chairman, is contemplating a course of action involving a
transaction which the Accounting Officer considers would infringe these
requirements, he/she should set out in writing his/her objection to the proposal,
the reasons for this objection, and his/her duty to notify the Comptroller and
Auditor General (C&AG) should his/her advice be overruled. If the Board
decides nonetheless to proceed, he/she should seek a written instruction to

take the action in question. The Accounting Officer should also inform the
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departmental Accounting Officer of the position, if possible before the Board
takes its decision or in any event before the decision is implemented, so that
the department, if it considers it appropriate, can intervene with the Board and
inform DFP. If the outcome is that he/she is overruled the Board's instructions
must be complied with, but his/her request for the instruction and the
instruction itself should be communicated without undue delay to the NDPB's
external auditors, and to the C&AG. Provided that this procedure has been
followed, the PAC can be expected to recognise that the Accounting Officer

bears no personal responsibility for the transaction.

16. If a course of action is contemplated which raises an issue not of formal
propriety or regularity but relating to the Accounting Officer's wider
responsibilities for economy, efficiency and effectiveness, it is his/her duty to
draw the relevant factors to the attention of the Board and to advise them in
whatever way he/she deems appropriate. If his/her advice is overruled, and
the proposal is one which as Accounting Officer he/she would not feel able to
defend to the Public Accounts Committee as representing value for money,
he/she should seek a written instruction before proceeding. The departmental
Accounting Officer should be informed of such an instruction, if possible before
the decision is implemented. It will then be for the departmental Accounting
Officer to consider the matter, and whether or not to intervene. If the outcome
is that the difference between the Accounting Officer and the Board
nevertheless remains unresolved, DFP should be informed and the Accounting
Officer's request for the instruction and the instruction itself should be
communicated to the C&AG without undue delay, as in cases of propriety or

regularity (paragraph 15 above).

17. If because of the extreme urgency of the situation there is no time for the
Accounting Officer to submit advice in writing to the Board in either of the
eventualities referred to in paragraphs 15 and 16 before the Board takes a
decision, he/she must ensure that, if the Board overrules the advice, both the
advice and the Board's instructions are recorded in writing immediately

afterwards.
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18.

If the Accounting Officer is also the Chairman or a member of the Board, he or
she should ensure that the responsibilities as an Accounting Officer do not
conflict with those as Board member. For example, if the Board proposes
action which as Accounting Officer he/she could not endorse, and would
therefore advise against, he/she should, as a Board member, vote against
such action, or ensure that his/her opposition as Board member as well as
Accounting Officer is clearly recorded if no formal vote is taken. In serious
cases it will not be sufficient to protect his/her position as Board member

merely by abstaining from a decision which cannot be supported.

Appearance Before the Public Accounts Committee (PAC)

19.

20.

Where the Comptroller and Auditor General is the auditor of the NDPB or
where he/she has rights of inspection (either by statute or by agreement) then
the C&AG may also, under the Audit (NI) Order 1987 carry out examinations
into the economy, efficiency and effectiveness with which the NDPB has used
its resources in discharging its functions. An Accounting Officer may expect to
be called upon to appear before the PAC from time to time, normally with the
Accounting Officer from the sponsor department - to give evidence on the
reports arising from these examinations or reports following the annual
certification audit, and to answer the questions of the PAC concerning
expenditure and receipts for which he or she is Accounting Officer. An
Accounting Officer may be supported by one or two other senior officials who

may, if necessary, assist in giving evidence.

The Treasury Officer of Accounts for Northern Ireland attends Committee
hearings, and may be asked to comment on the evidence. DFP has the formal
responsibility for presenting Estimates to Parliament, for prescribing the form
of accounts and the rules of Government Accounting, and for promoting good
financial management in departments. This goes with DFP's central
responsibility for the operation of public expenditure control. Parliament has

traditionally regarded DFP as an ally in controlling expenditure.
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21.

22.

23.

24

An Accounting Officer will be expected to furnish the PAC with explanations of
any indications of weakness in the matters covered by paragraphs 8-13 above,
to which their attention has been drawn by the Comptroller and Auditor

General or about which they may wish to question the Accounting Officer.

In practice, an Accounting Officer will normally have delegated authority to
others, but cannot on that account disclaim responsibility or dilute his or her
accountability. Nor, by convention, does the incumbent Accounting Officer
decline to answer questions where the events took place before taking up
appointment: the Committee may be expected not press the incumbent's

personal responsibility in such circumstances.

The Committee has emphasised the importance it attaches to accuracy of
evidence, and the responsibility of withesses to ensure this, in order to ensure
that relevant lines of enquiry may be pursued at its hearings. The Accounting
Officer should therefore ensure that he or she is adequately and accurately
briefed on matters which are likely to arise at the hearing. The Accounting
Officer may however ask the Committee for leave to supply information not
within his or her immediate knowledge by means of a later note. Should it be
discovered subsequently that the evidence provided to the Committee has
contained errors, these should be made known to the Committee at the

earliest possible moment.

In general, the rules and conventions governing appearances of officials
before Parliamentary Committees apply to the PAC, including the general
convention that officials do not disclose the advice given to the Board.
Nevertheless, in a case where the procedure described in paragraph 15 was
used concerning a matter of propriety or regularity, the Accounting Officer's
advice, and its overruling by the Board, would be disclosed to the PAC. In a
case covered by paragraph 16, where the advice of an Accounting Officer has
been overruled in a matter not of propriety or regularity but of prudent and

economical administration, efficiency or effectiveness, the C&AG will have
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made clear in the report to the PAC that the Accounting Officer was overruled.
The Accounting Officer should seek to avoid disclosing the advice given to the
Board, though subject to their agreement the Accounting Officer should be

ready to explain the reasons for their decision.

Absence of an Accounting Officer

25.

26.

27.

An Accounting Officer should ensure that he or she is generally available for
consultation, and that in any temporary period of unavailability due to illness or
other cause, or during the normal period of annual leave, there will be a senior

officer in the NDPB who can act on his or her behalf.

If it becomes clear to the Board that an Accounting Officer is so incapacitated
that he or she will not be able to discharge these responsibilities over a period
of four weeks or more, the sponsor department should be notified so that an
acting Accounting Officer can be formally designated, pending the Accounting
Officer's return. The same applies if exceptionally the Accounting Officer plans
an absence of more than four weeks during which he or she cannot be

contacted.

The PAC may be expected to postpone a hearing if the relevant Accounting
Officer is temporarily indisposed. Where the Accounting Officer is unable by
reason of incapacity or absence to sign the accounts in time to submit them to
the Department the NDPB may submit unsigned copies pending the
Accounting Officer's return. If the Accounting Officer is unable to sign the

accounts in time for printing, the acting Accounting Officer should sign instead.
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CODE OF GUIDANCE ON AUDIT FOR THE ARMAGH OBSERVATORY AND
PLANETARIUM (AOP)

1.

1.1

1.2

1.3

1.4

1.5

1.6

INTRODUCTION

The Management Statement and Financial Memorandum between the
Department of Culture, Arts and Leisure and Armagh Observatory and
Planetarium sets out the arrangements for the payment of funds provided by
Parliament. The guidance contained in this Code embodies Department of
Culture, Arts and Leisure (DCAL) requirements in relation to this funding and

specifically the audit function.

Within this code "must", "shall" and "will" denote a mandatory requirement and
"should" denotes the Department's view of good practice. "May" indicates

ideas worthy of consideration.

The Code is primarily for the use of internal auditors and AOP’s members,

particularly those appointed to the Audit Committee.

The Management Statement and Financial Memorandum acknowledges the
need to establish systems of control which will enable the Accounting Officer of
DCAL and the AOP’s Accounting Officer to discharge the responsibilities

placed upon them.

Parliament's interest is to see that public funds are properly accounted for and
used economically, efficiently and effectively by recipients. The Northern
Ireland Audit Office (NIAO) serves Parliament in this regard and has access

both to DCAL and the AOP to measure the achievement of these objectives.

The Accounting Officer of DCAL must be satisfied that proper arrangements
are being operated in the financial management and other controls applied by
the AOP to ensure that public funds are being safeguarded and used for the

purposes for which they have been given. This is done by appointing an
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Accounting Officer of the AOP, by the appointment of internal auditors, and by
ensuring that satisfactory systems of internal control have been established.

1.7 The Accounting Officer of the AOP has direct responsibility for managing the

funds received from DCAL and from other sources.

The AOP must ensure that it has in place appropriate financial and

management controls which:-

safeguard public funds;

ensure that public funds are used only in accordance with the conditions

under which they are available; and

ensure that statistical information relative to the performance of the AOP

and the funding of the AOP is accurate.

In addition the AOP is responsible for securing the economic, efficient and

effective management of resources and expenditure.

1.8 The AOP is responsible for ensuring that it has a sound system of internal
financial controls, including safeguards against fraud and theft. The AOP shall
appoint an Audit Committee to take responsibility for the appointment and terms
of reference of the internal auditors and receive reports from them. The
Committee must report at least annually to the AOP on the state of the AOP’s
finances and on the adequacy of its internal financial control systems and a

copy of this report must also be sent to the Department.

Accounts and Audit

1.9 The AOP shall keep proper accounts and sufficient records in relation to the

accounts.
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In respect of each financial year:

a. the AOP shall prepare and submit to the Comptroller and Auditor General
for Northern Ireland a statement of accounts before such date, in such
form and containing such information as the Department, with the
approval of the Department of Finance and Personnel, may direct and

shall before that date send a copy thereof to the Department;

b. the Comptroller and Auditor General for Northern Ireland shall examine
and certify the statement of accounts submitted to him/her by the AOP
and shall send copies of the accounts so certified and any report of

his/hers thereon to the Department; and

c. the Department shall lay before the Assembly a copy of the certified
statement of accounts of the AOP together with a copy of any report

thereon of the Comptroller and Auditor General for Northern Ireland.

Failure to supply DCAL with the above information by the due date may result
in the imposition of a financial penalty through reduction in the AOP’s grant in
aid allocation. The AOP shall make reasonable arrangements to make copies

of the accounts available to the public.

1.10  The form of the accounts shall contain a presentation of the AOP's accounting
policies which shall state that the accounts have been prepared in a form
prescribed by DCAL in accordance with the Recreation and Youth Service
(Northern Ireland) Order 1986.

1.11 The notes to the accounts shall include disclosure of the emoluments of such

senior staff as is determined by the Department.
1.12 The books and other documents relating to the AOP’s accounts shall be open

to inspection at all reasonable times by the Department and by the Comptroller

and Auditor General. The Comptroller and Auditor General may carry out
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examinations into the economy, efficiency and effectiveness with which the

AOP has used its resources in discharging its functions.

1.13 The AOP shall make arrangements for internal audit to ensure that internal
control systems are effective, efficient and are not excessive. Such

arrangements must be in accordance with guidance given by the Department.

Information

1.14 The AOP shall provide the Department with such information about the

organisation, operation and financial control of its affairs, and in such form, as

it may from time to time request.

2,
Background
2.1 The AOP must ensure that its responsibilities for proper financial management,

for the effectiveness of the internal control and management systems and for
the economy, efficiency and effectiveness of the AOP’s activities have been
properly discharged. The Recreation and Youth Service (Northern Ireland)
Order 1986 enables to AOP to appoint committees to assist it in the discharge
of its functions. The AOP should, therefore, establish an Audit Committee and
the detail on the its functions and membership should be contained in the
AOP’s standing orders. An effective Audit Committee with sufficient authority
and independence from executive management can provide the AOP with
impartial and authoritative advice on audit related matters. AOP should
ensure that its Audit Committee is constituted and operates in
accordance with the principles stated in the Cabinet Office Audit
Committee Handbook October 2003.

2.2 The Audit Committee is answerable to the AOP. It must have written terms of

reference and reporting arrangements which have been approved by the AOP.
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The AOP is free to determine the full range of duties of the Audit Committee

providing those set out in Annex | are included.

Objectives

2.3 The Audit Committee is a committee of the AOP established to provide
additional assurance regarding the quality and reliability of financial information
used by the AOP as well as its financial statements. An effective Audit

Committee can bring significant benefits and has the potential to:-

- improve the quality of financial reporting by reviewing financial statements
on behalf of the AOP;

- create a climate of discipline and control which will reduce the opportunity

for fraud;

- help finance staff by providing a forum in which concerns can be raised;

- increase confidence in the credibility and objectivity of financial statements;

and

- strengthen the position of the internal audit function by providing a greater

degree of independence from management.

Proceedings

2.4 The Audit Committee should be given maximum discretion to determine its
proceedings within its terms of reference. It should normally meet at least
twice per year. The timing and content of the meetings should follow as far as
possible the planning and reporting cycles of internal and external audit and
take account of the Department's requirements for the submission of annual
reports. The Chief Executive, the Finance Officer and the internal auditor
should normally attend Audit Committee meetings, together with any other

staff invited to attend. Both the internal auditor and the external auditor must

SR/ 2638/ FI N MEM



2.5

2.6

2.7

2.8

2.9

Duties

3.1

SR/ 2638/

have the right of access to the Chairman of the Audit Committee and also have

the right to ask him/her to convene a meeting if necessary.

The Audit Committee must have explicit authority to investigate any matters

within its terms of reference, and full access to information and personnel.

The Audit Committee must produce an annual report on its activities for the
AOP and the Department.

The report should record the work of the Committee, including a review of:-

e the internal auditor’'s annual report;

e any report by the external auditors;

e any value for money exercises and any other relevant reports.

The Audit Committee should also identify and approve appropriate

performance measures for internal audit and monitor their performance.

The AOP, through the Audit Committee, should be responsible for ensuring
that prompt and effective action is taken on those audit reports which call for it,
or for recognising and accepting the risks resulting from not taking action. The
Chief Executive, as Accounting Officer, will have ultimate responsibility in this

regard.

GENERAL PRINCIPLES FOR INTERNAL AUDITORS

The audit of systems of control in Public Bodies is different from those in the

commercial sector, since auditors must also be concerned with:-

the requirements of the Department and the public body concerned; and
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the arrangements for securing economy, efficiency and effectiveness.

Independence

3.2 The following must be avoided:-

official, professional and personal relationships which might cause the

auditor to limit the extent or character of the audit;

involvement in the executive management of the AOP;

any substantial financial interest, direct or indirect in the AOP (other than

the normal employee or contractor relationship).

Due Professional Care

3.3 Due professional care includes auditors of the AOP:-

taking reasonable steps to obtain information relevant to the audit.

Auditors should take into account information from the AOP, the

Department, any changes in legislation and the results of previous audit

work;

keeping up to date with developments in professional matters;

looking out for and taking into account any unusual circumstances;

considering audit objectives and planning work to adhere to them;

maintaining objectivity;

preserving, where appropriate, confidentiality;
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ensuring that audits are carried out by suitably qualified and experienced

staff and that work is properly controlled and reviewed; and

ensuring that conclusions are adequately supported by reliable evidence.

Paragraph 4.15 provides further information on the principles of due

professional care with regard to the Internal Audit Service.

Competitive Tendering

3.4 Contracts for the appointment of Auditors must be awarded on the basis of a
competitive tender as this will ensure that the "most suitable" supplier is
selected to provide the required services on terms which are likely to offer the
best value for money. The "most suitable" supplier is one who is technically
competent and keenest to obtain and agree a contract on best value for money

terms and who will execute it efficiently.

EC Services Directive

3.5 The EC Services Directive which came into force on 1 July 1993 reinforces
Treaty provisions on the free movement of goods and services within the EC.
In seeking to ensure non-discrimination and fair competition, it imposes
procedural rules which publicly funded bodies must follow if they wish to award
a contract above a threshold value (in the case of services, this is in excess of
ECU 130,000 (exclusive of VAT)). The sterling equivalent of this is set at
intervals of 2 years. The value is £100,410 with effect from 1 January 2002.
Contracts with a value in excess of this amount must be advertised in the
Official Journal of the European Communities. Proper planning is essential in
such cases as the EU procedures take a minimum of 78 days from the placing
of the advertisement to the award of the contract. This paper does not provide
a comprehensive interpretation of the Directive, and if the AOP is likely to
award contracts to which the requirements apply, it is recommended that

advice be sought from the Department or their purchasing advisor if any.
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Selection of firms to be invited to tender

3.6

3.7

Services must be acquired by competition unless otherwise agreed with the
Department. Competition avoids any suggestion of favouritism and the
encouragement of monopoly. It also helps to promote efficiency and economy
and assists the competitiveness of suppliers. The form of competition should
be appropriate to the value and complexity of the assignment. As noted in
paragraph 3.5 above, under the EC rules, contracts let by publicly funded
bodies which are above certain thresholds are required to be advertised
internationally in the Official Journal of the European Communities or awarded

competitively on a non-discriminatory basis.

The AOP should contact the Department before awarding a contract to confirm
that no restrictions have been placed on any of the firms involved in the

tendering process.

Conflicts of interest

3.8

3.9

The AOP should also establish whether a particular firm would have a conflict
of interest if it were appointed. The ethical rules of the professional
accountancy bodies prohibit a firm from accepting an audit assignment in
certain circumstances. If the AOP has any doubt about conflicts of interest it
should consult the Department, eg, the AOP will need to discuss a conflict of
interest with potential tenderers if a partner of a firm of accountants sits on the
AOP.

If the firm can demonstrate that there will be an arm's length relationship
between the audit team and the partner or employees and that there are
adequate procedures to prevent unauthorised access to information, there
may, in fact, be no conflict of interest, but each case must be considered on its

merits.

INTERNAL AUDIT ARRANGEMENTS
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4.1

The AOP is required, in accordance with the Management Statement and
Financial Memorandum to have an internal audit function. The prime
responsibility of the internal audit function is to provide the AOP, Accounting
Officer and line management with assurance on the adequacy and
effectiveness of the internal control system. The terms of reference for internal
audit should enable the internal auditor to give the AOP and the Accounting
Officer the desired quality of assurance on the adequacy, reliability and
effectiveness of the AOP’s internal control system. Quality of assurance is
ensured by adequate breadth and depth of work and by internal audit's

adherence to standards on due professional care.

Responsibility for the operation of internal control rests fully with line

management

Role and Scope

4.2

The AOP is required to ensure that it has sound systems of financial and other
management controls. The principal objective of the internal audit service
should be to review, appraise and report on the adequacy, reliability and
effectiveness of the systems and controls established by management to

ensure:-
adherence to management's policies and directives and compliance with
applicable policies, procedures, laws and regulations and thereby
achievement of the AOP's objectives;
the activities of the AOP are carried out in an orderly and efficient manner;

the economical, efficient and effective use of resources;

the safeguarding of the AOP's assets and interests from losses of all kinds,

including those arising from fraud, irregularity or corruption;

10
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4.3

4.4

4.5

4.6

the integrity and reliability of accounting records, other information and

data.

The scope of the internal audit service must embrace the whole internal control
system, financial and otherwise of the AOP including all its operations,
resources staff, services and responsibilities. It must cover all activities in
which the AOP has a financial interest including those not funded by the

Department.

Internal audit should not question policy, but should consider the effects of

policy and the arrangements by which the policy decision has been reached.

As an integral part of its responsibility to evaluate internal control systems,
internal audit examines the control established by management to secure
value for money. In view of their independence and professional expertise in
review, analysis and investigative work, internal auditors are often regarded as
particularly suitable for conducting specific value for money studies. The AOP
should consider the extent to which it can utilise internal audit to undertake
such studies and thereby assist management in meeting its responsibility for
securing economic, efficient and effective use of its resources. Independent
VFM specialists may also be engaged either to work under the direction of,

alongside, or as an alternative to, internal audit.

The terms of reference for specific studies must be agreed with the Audit
Committee and management prior to work commencing and appropriate
provision should be made for the audit resources required. When planning
value for money studies, care must be taken to ensure that the independence

of internal audit and the achievement of its audit plan are not compromised.

Terms of Reference

4.7

The internal audit service must have formal terms of reference agreed by the
AOP, on the recommendations of the Audit Committee. The key elements of

the terms of reference are set out in Annex Il. They must form part of any

11
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contract for the provision of an internal audit service by a third party. A copy of
any contract or Internal Audit engagement or changes thereto must be

submitted to the Department.

Independence and Status

4.8

4.9

4.10

Independence is fundamental to the effectiveness of internal audit.
Accordingly, internal auditors must avoid any official, professional or personal
relationships or interests which might cause them to limit the extent and
character of their audit. Internal audit should determine its own priorities within
a plan prepared after consultation with senior management and approved by
the AOP and the Accounting Officer, on the recommendation of the Audit
Committee. If internal audit is called upon to carry out specific investigations,
such review should not compromise their objectivity, independence or the

achievement of their audit plan.

If an internal audit service is provided from within the AOP’s staffing
complement the service must be a separate function from the management of
the AOP and must not have any management responsibilities other than for
internal audit. For day-to-day administrative purposes, the internal audit

service should be responsible to a senior officer within the AOP.

To be effective, internal audit should have sufficient status and be seen to
have respect and support within the AOP. The internal auditor, must have
direct access to the Accounting Officer and the AOP, normally through the
Chairman of the Audit Committee. The internal auditor must also have
unrestricted access to all records, assets, personnel and premises, and be
authorised to obtain such information and explanations as considered

necessary by him/her.

Approach

4.1

The internal audit service should adopt the systems-based top down approach.

12
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412

413

4.14

A system is a set of related activities designed to operate together to achieve a
planned objective. The internal auditor should therefore identify the objectives
of systems. Where stated management objectives are inadequate to
characterise systems, the internal auditor should establish appropriate

objectives with management.

The prime objective in a systems audit is to evaluate the extent to which the
controls in the system may be relied upon to ensure that the objectives of the

system are met. To achieve this the internal auditor should:-

identify and record objectives, activities and controls. In particular he/she
should identify the objectives of the system; establish control objectives;
identify all activities involved, covering inputs, processes and outputs; and

identify controls;

evaluate controls against control objectives having regard to their

efficiency, effectiveness and economy;

test the operation of the controls to establish whether they may be relied

upon;

arrive at conclusions supported by relevant, reliable and sufficient

evidence;

make recommendations where appropriate; and

report the results of the work undertaken.

This approach, by assessing what has been discovered during evaluation and
testing, enables the internal audit service to reach the conclusions necessary
to form an opinion on the reliability and adequacy of the systems of internal
control. Due regard should be paid to the extent to which the AOP and
Accounting Officer could be exposed by any shortcomings in the system under

review. The degree of control should be related to the risks involved but it is

13
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management's role to exercise judgement in establishing the balance

between risk and control.

Due Professional Care

4.15

Internal auditors must exercise due professional care in carrying out their
duties. Due professional care is the care and skill that a reasonably prudent
and competent internal auditor will apply in performing his or her duties.
Internal auditors must exercise both due care and professional care in their

work but the concepts can be explained separately.

e Due care means working with competence and diligence, not infallibility or

extraordinary performance. Internal auditors are not expected to give

absolute assurance.

Professional care means using audit skills and judgement based on
appropriate  experience, training, ability, integrity and objectivity.
Professional care should be appropriate to the objectives, complexity and
materiality of the audit to be performed. In exercising professional care,
internal auditors should identify inadequate controls and recommend
improvements where possible. They should be alert to the possibility of
intentional wrongdoing, errors and omissions, inefficiency, waste, lack of
economy, ineffectiveness, failure to comply with management policy and its

requirements, and conflicts of interest.

14
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Planning

4.16

417

4.18

The work of the internal audit service should be planned at each level of
operation and be based on the agreed terms of reference. Annex lll gives

some further guidance on the planning process.

Each audit cycle should start with a comprehensive analysis of the AOP's
systems to produce an assessment of audit need. This enables the Internal
Audit Service to see systems in the proper perspective of their relative risk and
materiality and the relationships between them. Provision should be made for
specific value for money studies, where appropriate. The audit needs
assessment should be determined without regard to constraints such as time

and resources which may be available.

After consultation with the Chief Executive and the other senior managers, the
internal audit service should prepare long term and short term plans to carry
out its responsibilities, for approval by the AOP on the advice of the Audit
Committee. Where existing resources are inadequate to meet the need
identified, the Internal Auditor must draw this fact to the attention of the Chief
Executive, the Chair of the AOP and the Chair of the Audit Committee. If
sufficient resources are not made available the AOP must inform the

Department as soon as possible.

Reporting

4.19

4.20

Internal audit reporting arrangements should be determined by the AOP after
consideration by its Audit Committee. It is important, however, that the
reporting arrangements adopted do not compromise the independence or

objectivity of the internal audit service.
At the conclusion of each audit assignment, the internal auditor should provide
a report which sets out the findings and recommendations arising and also an

opinion on the reliability and adequacy of that part of the system of internal

15
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4.21

control reviewed. The internal auditor should normally consult the relevant

managers on the draft report prior to final issue.

The internal audit service must produce an annual report of the activities in
which it was engaged during the AOP's accounting period. The Report must
be submitted to the AOP and the Accounting Officer no later than one month
after the period end and be considered by the Audit Committee. The Report
must be made available to the AOP before the responsibility statement
contained within the AOP’s annual accounts is signed. As a minimum it must
include the internal audit assessment of the adequacy and effectiveness of the
internal control system, report achieved coverage against the audit plans,
provide a set of internal audit performance measures and draw attention to any
audit recommendations which internal audit considers have not received
adequate management attention. In the annual report the internal auditor must
provide his/her opinion on the adequacy and effectiveness of controls to
prevent fraud. The Internal Audit annual report must be copied to the
Department along with the report of the Audit Committee. Any matters of audit

significance must additionally be notified to the Accounting Officer of DCAL.

Provision of Service

4.22

There is a variety of ways of procuring an internal audit service which would
meet the requirements of the Management Statement and Financial

Memorandum.

Appoint an internal auditor and staff as necessary. An "in-house" team
may also be supplemented from time to time with external consultants or
contractors, under the direction of the internal auditor, to meet any peaks in

workload or provide specialist skills.
Form a consortium with one or more other institutions. Consortia may be

organised on an "in-house" basis or may be contracted to an external

provider. (See para 4.23).

16
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4.23

4.24

4.25

Contract with an external provider, such as an accountancy firm.

If the AOP decides to provide the service in-house it must ensure that it is
appropriately staffed in terms of numbers, qualification and experience, having
regards to its objectives and standards. Internal auditors must be properly

trained to fulfil their responsibilities.

In considering possible contractors, it is vital that the key team members
responsible for leading and supervising the work should be qualified auditors
who can demonstrate experience in providing internal audit services, ideally to
the standards set out in para 4.26 below. It should not be assumed that
audit firms are qualified to provide internal audit services simply
because they are accountancy firms. Attention should also be paid to the
extent of input to be provided by the key team members and other qualified
auditors. The AOP should expect at least a third of the contracted time to be

provided by qualified and experienced individuals.

It is for the AOP, advised by its Audit Committee, to establish which method is
the most suitable and cost effective way of obtaining an internal audit service.
Whatever method is adopted, the AOP must market test the internal audit
service at least every 5 years for both quality and price. Where internal audit is

provided on a contract basis, a fixed term of contract should be agreed.

Standards

4.26

The internal audit provision should comply with the standards for internal audit
set out in Section C of the Government's Internal Audit Manual (GIAM) [IBSN
0117020508 ]. The operation and conduct of the internal audit service should
also conform to the standards for internal audit which are laid down in the
Auditing Guideline "Guidance for Internal Auditors", issued by the Auditing
Practices Committee in June 1990. Internal auditors should also have regard
to the advice provided by professional auditing and accountancy bodies and

any additional guidance issued by the Department from time to time.

17
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Quality Measurement

4.27

The internal auditor should implement measures whereby the effectiveness of
the service can be monitored on an ongoing basis. In addition, in order to
discharge their responsibility for monitoring internal audit, the Audit Committee
should review the effectiveness of internal audit and its compliance with
relevant policies and standards. The Audit Committee should have regard to
the performance measures used by internal audit. The internal audit function

shall be subject to review by the Department.

Change of Internal Audit Service

4.28

The internal audit working papers are the property of the AOP. It should make
arrangements for relevant audit documentation to be passed to the incoming
auditor in the event of a change in the provision of the service. This will avoid
costly repetition of work and ease transition. Incoming auditors may find it
useful if the AOP has made arrangements for them to meet with the outgoing
auditors in addition to the transfer of documentation. If internal audit is
provided on a contract basis, such arrangements should be included in the

formal contract.

Removal or Resignation of Auditors

4.29

4.30

The AOP may by resolution remove the internal audit function before the end

of their term of office in the event of serious shortcomings being identified.

Where an internal auditor ceases to hold office for any reason, he/she must
provide the AOP with either a statement of any circumstances connected with
the removal or resignation which he/she considers should be brought to their
attention or a statement that there are no such circumstances. The internal
auditor may also requisition a special meeting of the AOP to consider the

statement.

18

SR/ 2638/ FI N MEM



4.31

The AOP must inform the Department without delay of the removal or
resignation of the internal auditor. In addition, DCAL should be sent a copy of

any statement provided to the AOP by the outgoing auditor.

Fraud, Corruption and Loss

4.32

4.33

The AOP’s management has responsibility for the prevention, detection and
investigation of irregularities including fraud, corruption and loss and in order to
discharge this responsibility should ensure that an adequate system of internal
control is operated. The internal audit service is responsible for examining and
evaluating the adequacy of action taken to fulfil this obligation and therefore in
the planning and conduct of its work should seek to identify any serious
defects in internal control which might give rise to the possibility of malpractice
or loss. Any such defects must be reported immediately to the Accounting
Officer, the AOP and the Department.

The internal auditor should make appropriate arrangements to be informed, as
soon as possible, of all suspected or discovered fraud or loss. The internal
auditor should consider any implications in relation to the internal control
system and recommend to management the action it should take to strengthen

systems and controls.

Relationships with Other Auditors

4.34

4.35

Relationships with management, staff, external auditors and other review
agencies must be centred on the need for mutual confidence, understanding of

role and co-operation.

The internal auditor should liaise with the external auditors to enhance the
level of service provided to the AOP. The external auditors should be given
access to the internal auditor's working papers and plans so that work
programmes may be adjusted accordingly and also so that the extent of

reliance on the work of the internal auditor can be determined.

19
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4.36 Copies of the internal audit reports should be provided as a matter of course to
the external auditors. The internal auditor should also receive copies of any

reports by the external auditors on the AOP.

437 The Department must be allowed access to any working papers of, or
correspondence between, the internal auditors and the external auditors. On
occasion, the Department may wish to meet with the AOP’s internal auditors.
Formal discussions with the internal auditor will normally be arranged through
the AOP which should ensure that provision for such meetings is included in
the terms of engagement of internal auditors as an integral part of their

service.

20
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5. GENERAL

5.1 The preceding sections are intended to provide a framework of guidance on
audit related matters. Other publications which provide further guidance on

audit issues include:-

o DAO (GEN) 2/95: Audit Appointments in the Public Sector;
o Government Internal Audit Manual (IBSN 0117020508);
J Statements of Auditing Standards, Practice Notes and Auditing

Guidelines issued by the Auditing Practices Board and its

predecessor, in particular:-

* Auditing Guideline 308 - Guidance for Internal Auditors;

* SAS 500 - Considering the Work of Internal Audit.

21
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APPENDIX 4 - Annex |
MODEL TERMS OF REFERENCE FOR AN AUDIT COMMITTEE

Role

1. The Board has established an Audit Committee to support them in their
responsibilities for issues of risk, control and governance and associated

assurance.

Membership

2. The members of the Audit Committee are:
¢ Non-executive Board members : List those who are appointed to the Audit
Committee
e External members : : List those who are appointed to the Audit Committee
e Other members : : List those who are appointed to the Audit Committee
(in all cases indicate the date of appointment and when the appointment is due to

end / become eligible for renewal)

3. The Audit Committee will be Chaired by ............

4. The Audit Committee will be provided with a secretarial function by........

Meetings

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

Committee may convene additional meetings as they deem necessary.

6. A minimum of ... members of the Audit Committee will be present for the meeting

to be deemed quorate.

7. Audit Committee meetings will normally be attended by the Accounting Officer, the
Finance Director, the Head of Internal Audit, and a representative of External
Audit.
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8. The Audit Committee may ask any other officials of the organisation to attend to

assist it with its discussions on any particular matter.

9. The Audit 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.

10. The Accounting Officer (or Board) may ask the Audit Committee to convene further

meetings to discuss particular issues on which they want the Committee’s advice.

Access
11. The Head of Internal Audit and the representative of External Audit will have free

and confidential access to the Chair of the Audit Committee.

Reporting
12. The Audit Committee will formally report back in writing to the Accounting Officer

(or Board if appropriate) after each meeting.

Responsibilities
13. The Audit Committee will advise the Accounting Officer (or Board) on:

e the strategic processes for risk, control and governance and the Statement on
Internal Control;

e the accounting policies, the accounts, and the annual report of the
organisation, including the process for review of the accounts prior to
submission for audit, levels of error identified, and management’s letter of
representation to the external auditors;

e the planned activity and results of both internal and external audit;

¢ adequacy of management response to issues identified by audit activity,
including external audit's management letter;

e assurances relating to the corporate governance requirements for the

organisation;
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e (where appropriate) proposals for tendering for either Internal or External Audit
services or for purchase of non-audit services from contractors who provide

audit services.

Information requirements
14. The Audit Committee will be provided with:
e For each meeting:

o A report summarising any significant changes to the organisation’s Risk
Register;

o 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
» management response to audit recommendations
» changes to the Periodic Plan
» any resourcing issues affecting the delivery of Internal Audit objectives

o A progress report from the External Audit representative summarising work
done and emerging findings.

e As appropriate:

0 Proposals for the Terms of Reference of Internal Audit

o The Internal Audit Strategy

a The Head of Internal Audit's Annual Opinion and Report

0 Quality Assurance reports on the internal audit function

o The draft accounts of the organisation

o The draft Statement on Internal Control

o A report on any changes to accounting policies

o External Audit's management letter

] A report on any proposals to tender for audit functions

o A report on co-operation between Internal and External Audit

The above list suggests minimum requirements for the inputs which should be
provided to the Audit Committee. In some cases more may be provided. For instance,
it might be agreed that Audit Committee members should be provided with a copy of
every Internal Audit assignment report, or with copies of management Stewardship

Reports if these are used in the organisation.
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APPENDIX 4 — Annex |l

MODEL TERMS OF REFERENCE FOR AN INTERNAL AUDIT SERVICE

Role

Scope

The role of internal audit is to provide management with an objective
assessment of whether systems and controls, (financial and non-financial), are
working properly. Itis a key part of the AOP’s internal control system because
it measures and evaluates the adequacy and effectiveness of other controls in

order that:-

a. the AOP and senior management can know the extent to which they may

rely on the whole control system including internal finanical control; and

b. individual managers can know the reliability or otherwise of the systems

and controls for which they are responsible.

It remains the duty of management, not the internal auditor, to operate an
adequate system of internal controls. It is for management to determine
whether to accept and implement recommendations made by the internal
auditor or, alternatively, for recognising and accepting the risks resulting from

not taking action.

The work of the internal audit service shall embrace the whole internal control
system of the AOP including all its activities, funded from whatever source.
The internal audit service will consider the adequacy of systems and controls
necessary to secure propriety, economy, efficiency and effectiveness in all
areas. It will seek to confirm that management have taken the necessary

steps to achieve these objectives.

It is not within the remit of the internal auditor to question the appropriateness

of policy decisions. However, the internal auditor is required to examine the
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management arrangements of the AOP by which such decisions are made,
monitored and reviewed. The internal audit service may also conduct any
special reviews requested by the AOP, Audit Committee or Accounting Officer
provided such reviews do not compromise their objectivity, independence or

the achievement of their plan to audit the internal control system.

Planning

5. The work of the internal audit service should be fully planned. Plans should be
prepared which detail the work to be undertaken. These plans should be
approved by the AOP on the advice of the Audit Committee. Internal audit

plans take the following hierarchical form:-

a. Audit Needs Assessment

An identification of the resources needed for the work required to be carried
out, assigning relative risk and priority to each element identified. In
drawing up the audit needs assessment, the audit needs of the AOP should
be determined without regard to constraints such as time and resources

which may be available.

b. Strategic Plan

A plan of the review cycle, normally covering a period of about 3 years. It
should be reviewed at least annually, set out the areas to be covered with
their review frequencies, allow for easy extraction of annual plans and be

reconciled with available resources.

c. Annual Audit Plan

This plan should identify the audits to be carried out in the coming year,
define the scope of individual audits and allocate resources. The plan

should be for the AOP's financial year.
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d. Individual Audit Assignment Plan

These plans should be prepared, in advance, for every audit and include
objectives, resources, locations, timetables, methods, procedures,

supervision, reporting and other relevant factors.

6. Each plan should stem from and be consistent with the plan higher in the
hierarchy. Significant variations in plans should be reported to the Audit

Committee for approval.

Approach

7. The internal auditor should adopt a systems based approach when considering
the internal control system of the AOP. The internal control system comprises
the whole network of systems and controls (financial and non-financial)
established to manage the AOP and ensure that its objectives are met. A
systems based approach should have regard for economy, efficiency and

effectiveness.

8. Systems contain hierarchies of control objectives which are derived from the
objectives of the system. The hierarchy takes the form of strategic,
managerial, financial and operational control objectives. Internal audit should
normally take a top-down approach to their assessment of systems and
controls starting with controls designed to achieve top-level objectives and
work down to detailed operational controls. The top-level controls deal with
the purpose, planning, direction and monitoring of the system. At the lower
levels there will be detailed operational controls over transactions. To
maximise the effective use of internal audit resources the internal auditor
should start with the highest levels and work systematically down. In carrying
out their evaluation, internal auditors should ensure that the control objectives
they use are comprehensive, covering both general control requirements and

ones that are specific to the system being considered.
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9. The internal auditor will test the systems as part of the internal audit process.
The different types of audit tests are detailed below. When reporting on
individual assignments the internal auditor should use these terms when

describing the tests performed.

10. Although the internal auditor will normally use a systems based approach to
audit assignments, there may be circumstances when this is not the most
appropriate approach. In such circumstances the internal auditor may elect for

a substantive approach involving detailed tests of transactions.

Walk-Through

Nature of test:- A test whereby a very small number of transactions is traced

through a system from beginning to end.
Purpose of test:- To ascertain that the system is operating as documented. (It
should be noted that this is not a test of compliance or substance, but merely

confirms the operation of the system.)

Compliance

Nature of test:- An examination of the operation of individual controls in a system.

Purpose of test:- To confirm that controls are implemented by management and
complied with by staff.

Substantive Tests are either:

a) Verification Tests

Nature of test:- Verifies the performance of systems by the analysis,

independent confirmation and comparison of results.
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Purpose of test:- To ensure that control objectives are met to produce the

desired results with information complete and reliable.
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b) Transactions Tests

Nature of test:- An examination of individual transactions including inspection

and re-performance.

Purpose of test:- To assess the extent to which any actual or potential control
weakness or failure can result in loss, error, or harm and the effect, frequency

and value of such a failure.

Responsibilities

11. The internal auditor is required to give an annual opinion to the AOP and
Accounting Officer through the Audit Committee, on the adequacy and
effectiveness of the AOP’s internal control system and the extent to which they

can rely on it.

12. In order to provide the required opinion the internal audit service will undertake
a programme of work over a cycle in line with the Audit Needs Assessment
authorised by the AOP on the advice of the Audit Committee, to achieve the

following objectives:-

a. to review and appraise the soundness, adequacy and application of
accounting, financial and other controls including assurances that a reliable

internal financial control system is in place;

b. to ascertain the extent to which systems of control ensure compliance with

established policies and procedures;

c. to ascertain the extent to which systems the assets and interests entrusted
to or funded by the AOP are properly controlled and safeguarded from

losses of all kinds;
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d.
e.
f.
Standards
13.
14.

to ascertain that accounting and other information is reliable as a basis for

the production of accounts and other returns;

to ascertain the integrity and reliability of financial and other information

provided to management including that used in decision-making; and

to ascertain that systems of control are laid down and operate to achieve

the most economic, efficient and effective use of resources.

The internal audit service's work shall be performed in accordance with the

requirements of DCAL, the standards for internal audit promulgated by

HM Treasury and the Auditing Guideline "Guidance for Internal Auditors". It

should accord with the guidance on professional practice set out in Section C

of the Government's Internal Audit Manual (GIAM).

In achieving its objectives the internal audit service should:-

identify all systems and controls on which management proposes to rely

and plan to review them over a cycle;

evaluate such systems and controls, identify inappropriate or inadequate

controls, and recommend improvements in procedures or practices;

ascertain that systems and controls have been established and are working

to achieve the most economic, efficient and effective use of resources;

. draw attention to any apparently uneconomical or otherwise unsatisfactory

results flowing from management's decisions, practices or policies; and

liaise with external auditors and with the Department's audit service.
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Independence

15.

16.

Access

17.

The internal audit service has no executive role, nor does it have any
responsibility for the development, implementation or operation of systems. It
may provide advice, however, on control and related matters, subject to the

need to maintain objectivity and to resource constraints.

The Audit Committee will advise the AOP and the Accounting Officer on all
matters concerning internal control. Within the AOP, responsibility for internal
control rests fully with management who should ensure that appropriate and
adequate arrangements exist without reliance on the AOP's internal audit
service. In order to preserve the objectivity and impartiality of the internal
auditor's professional judgement, responsibility for implementing audit

recommendations rests with management.

The internal audit service has rights of access to all of the AOP's documents,
records, information and assets which it considers necessary to fulfil its

responsibilities.

Reporting

18.

19.

The internal auditor has a direct right of access to the Chairman of the Audit
Committee and the Accounting Officer. The internal audit should submit an
audit needs assessment, a strategic audit plan, an annual audit plan and an
annual report to the AOP for approval following consultation with the Finance
Officer (or equivalent), the Accounting Officer and consideration by the Audit

Committee.
The internal auditor is accountable to the Accounting Officer and the AOP
through the Audit Committee for the performance of the service. The internal

auditor also reports audit results to appropriate line managers within the AOP.
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The internal auditor will keep the Accounting Officer informed of audit results
and draw the attention of the Audit Committee to significant findings or

recommendations.

20. The internal auditor will report in writing, usually within one month of
completion of each audit, giving an opinion on the area reviewed and making
recommendations where appropriate. Each report should include the

following:-

a. terms of reference for the audit undertaken, including the scope and
objectives of the audit. The description of the scope of the audit should
make it clear to the Audit Committee which aspects of the system have and
have not been included in the audit. For the excluded items, the reason for

their exclusion should be noted;

b. detailed findings and recommendations, incorporating the following

items:-

expected controls;

actual controls;

reasons for differences between expected and actual controls;

* methodology used for testing each control;

control weaknesses and risk;

recommendations for improvements to controls, including
management comments; and

* recommendations on whether further action is required on
weaknesses found in respect of their past operation, including

management comments;

c. management action plan, including management's responses to comments

made and a timetable for implementing recommendations;

d. summary and opinion on the adequacy and effectiveness of the control

framework.
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21.

22.

Audit reports should be provided to the senior management of the systems
under review. The internal auditor should follow up material recommendations
to confirm the status of agreed action and, as a minimum, report these findings
in the annual report. In addition the Audit Committee will monitor the

implementation of audit recommendations by management.

The internal audit service's annual report to the AOP and Accounting Officer
shall be for the AOP's financial accounting period, submitted within one month

of the financial period end and include:-

a. internal audit's assessment of the adequacy and effectiveness of the
internal control system and the extent to which the AOP and Accounting
Officer may rely on it. In providing this assurance the scope of the work
performed, any limitations placed on internal audit and any other factors

affecting the quality of the assurance given should be clearly indicated;

b. details of the achieved coverage against the audit plans and explain any

variation from previously approved plans;

c. details of the extent to which the audit needs of the AOP have been met;

d. drawing attention to any audit recommendations which the internal auditor

considers have not received adequate management attention;

e. a statement confirming that the audit needs assessment has been
reviewed, and concluding that either no changes are necessary or, if
changes are proposed, a revised audit needs assessment should be

provided and reasons for the proposed changes explained;

f. details of any changes to the annual plan for the forthcoming year for

approval by the Audit Committee; and
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g. a copy of the annual report must be provided to the Head of Internal Audit
of DCAL by the AOP after consideration by the Audit Committee. Copies of
audit reports and responses to them should not be sent to DCAL on a
routine basis but any audit report raising any matter of audit significance
should be sent to the Department's Head of Internal Audit (details of the
Internal Audit Planning Process and Audit Needs Assessment are detailed

in Annex Ill).

Fraud and Irregularities

23.

24.

The AOP's management has responsibility for the prevention, detection and
investigation of irregularity including fraud and corruption. To discharge this
responsibility, the AOP will need to ensure that an adequate system of internal
control is instituted. The internal auditor is responsible for examining and
evaluating the adequacy and effectiveness of action taken to fulfil this
obligation. In planning and conducting its work the internal audit service
should seek to identify any serious defects in internal control which might give
rise to the possibility of malpractice. Such defects should be reported
immediately to the Accounting Officer. The internal auditor should make
arrangements to be informed, as soon as possible, of all suspected or
discovered fraud. The internal auditor should consider any implications in
relation to the internal control system and recommend to management the
action it should take to strengthen systems and controls. Where the internal
auditor becomes aware of fraud or irregularity the Chief Executive or the
Chairman of the Audit Committee should be informed in order to agree on the
further action to be taken. A document entitled “Guidelines on Fraud and
Irregularity” provides guidance on action to be taken where fraud has been
discovered or is suspected. Copies can be obtained from DCAL Internal Audit

Branch.

Management may wish to consider utilising the knowledge and experience the
internal auditor has of the AOP's systems to conduct an independent
investigation into an actual or suspected fraud or irregularity. Any such work

should be additional to, and not at the expense of, the planned audit work.
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Liaison

25. The internal audit service shall liaise with the external auditor and the
Department's Internal Audit to enhance the level of service it provides to the

management of the AOP.

Ownership of Papers

26. The internal audit working papers are the property of the AOP. In the event of
a change of internal audit service provider, the outgoing internal audit service
provider will surrender intact the entire internal audit working papers to the
AOP ( see paragraph 4.28). Arrangements should be made for the outgoing
auditor to meet the incoming audit service where appropriate. This requirement

should form part of any contract with the Auditors.
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APPENDIX 4 - Annex Il
THE INTERNAL AUDIT PLANNING PROCESS

1. The work of the internal audit service should be planned at each level of
operation. The internal auditor should prepare plans to carry out the
responsibilities of the internal audit unit, for approval by the AOP taking into

account the advice of the audit committee.

Principles

2. Systematic planning assists an internal audit unit to achieve its objectives and
those with responsibility for reviewing the plans. Plans should be based on the
terms of reference for internal audit service approved by the AOP on the
advice of the audit committee and provide for coverage of all systems. To be

adequate, plans should:-

a. establish a schedule of systems and a period within which it is desirable

that each system should be examined;

b. define the tasks to be performed;

c. assist in the direction and control of work identifying critical areas, setting

target dates and allocating resources.

3. In order to plan adequately the internal auditor should:-

a. define audit needs based on the internal audit service's terms of

reference;

b. identify the staff and other resources needed and reconcile these with

available resources;

c. agree the time period of audit plans;
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d. record all plans in writing;
e. monitor work against plan and revise plans accordingly.

4. The emphasis of audit plans will change from time to time. This may result
from, for example, changes in the services provided or AOP priorities. Plans
should be sufficiently flexible and have adequate provision for contingencies to
allow prompt response to unscheduled work.

5. Audit plans should be based upon a comprehensive understanding of the AOP
and the way it operates. Operations of high risk and any known problem areas
should be clearly identified and the emphasis of the audit plan directed
accordingly.

Assessment of Audit Need

6. An assessment of audit need will enable the audit committee and AOP to
judge the effect of any decision they may make regarding audit scope or
resources. The audit needs of a AOP should be determined without regard to
constraints such as the time and resources which may be available.

7. The needs assessment process should involve:-

a. identifying all areas of work by system and sub-system;

b. determining the way in which systems will be grouped for audit purposes;

c. seeking senior management's views as to which areas or particular factors

should be considered high risk;

d. assessing the vulnerability of each area of work;

e. determining the period over which all systems should be audited;
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f. allocating review frequencies to audits; and

g. estimating the resources required to meet audit need.

8. The audit needs assessment should be subject to continual updating and
should be completely reassessed towards the end of one full cycle of

coverage.

9. If in identifying the areas of work it becomes apparent that a system which
ought to exist is in fact absent, the internal auditor should draw it to the

attention of management and the audit committee.

10. Where existing resources are inadequate to meet the assessed need the
internal auditor should refer to the AOP and the designated office holder who
should, on the advice of the audit committee in considering the need

assessment, decide whether:-

a. additional resources should be provided; and

b. audit scope or timescales, and hence assurance, should be modified.

11. Audit results should be continually assessed for any implications for priorities.
Critical areas of work which prove to warrant considerable attention and/or
early audit examination may not have been recognised in the initial
assessment of audit need. Similarly some areas may subsequently be found

to warrant less attention.

Plans

12. All plans should be achievable and promote the efficient use of resources.
They should be based on the priorities indicated in the audit needs
assessment and the actual resources available and should reflect the need for

long-term, short-term and individual work plans.
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Long-Term Audit Plan

13. This should be a strategic plan for the review cycle. It will normally cover a
period of 3 years during which time it should provide for each system to be
reviewed at least once. It should set out the areas to be covered and their
review frequencies, allow for easy extraction of annual plans and be reconciled
with available resources. The long-term audit plan should be capable of
operating on a roll-forward basis; however, it should be reviewed at least
annually. On each occasion it should be approved by the AOP on the advice
of the Audit Committee.

Short-Term Audit Plan

14. This should translate the long-term plan into audits to be carried out in the
coming year or shorter period. It should define the scope and purpose of
individual audits and allocate resources. The short-term audit plan should be
approved by the AOP on the advice of the audit committee. Actual
performance should be regularly monitored against the plan so that it can be

revised if necessary.

Audit Work Plans

15. These should be prepared, in advance, for every audit and should include

objectives, resources, locations, timetables, methods, procedures, supervision,

reporting and other relevant factors.
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APPENDIX 4 - Annex IV

MODEL LETTER OF ENGAGEMENT FOR THIRD PARTY INTERNAL AUDITORS

Following our appointment as internal auditors of the Sports AOP of
Northern Ireland by the AOP, we set out below what we consider to be the
basis on which we are to act as auditors and the respective areas of

responsibility of the AOP and of ourselves.

Appointment and Qualification

We acknowledge that the AOP will annually reconsider the appointment of its
internal auditors. Remuneration will be fixed by the AOP on the advice of the
Audit Committee. A new competition for the selection of internal auditors will

be held at least every 5 years.

We confirm that we are qualified to be appointed as auditors for the AOP in
accordance with the requirements of the Department. We shall have right of
access at all times to the books, accounts and vouchers of the AOP and to
such information and explanations as are necessary for the performance of our

duties in accordance with the requirements of the Department.

Responsibilities of the AOP

We recognise that the AOP is responsible for ensuring that:-

a system of controls, financial and otherwise, is established and maintained
in order to carry on the operations of the AOP in an orderly and efficient
manner, to ensure adherence to management policies, to safeguard the
assets, ensure that funds have been applied for the purposes for which
they were given and to secure, as far as possible, the completeness and

accuracy of the records; and
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b. preparing financial statements that:-

comply with all statutory requirements, the Management Statement and
Financial Memorandum between DCAL and the AOP, the Accounts

Direction and any other regulations relevant to the AOP;

show a true and fair view of the financial position and of the income and
expenditure for the year taking into account where relevant statutory
disclosure requirements, Financial Reporting Standards, Statements of
Standard Accounting Practice and other accounting practices
recommended by the Accounting Standards Board, and requirements of

the Department;

c. all the AOP's accounting records and all other records and related
information, including minutes of all AOP meetings are made available to

us.

Audit Scope and Reporting

5. We shall report to the AOP whether in all material respects, monies expended

out of:-

funds from whatever source administered by the AOP for specific purposes
have been properly applied to those purposes and, if relevant, managed in

compliance with relevant legislation; and

funds provided by the Department have been applied in accordance with
the Management Statement and Financial Memorandum between the
Department and the AOP and any other terms and conditions attached to

them.

6. We shall report by way of management letter, within one month of the

completion of the audit, to the AOP through the Audit Committee. We agree
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that a copy of the management letter shall be sent to the Department by the
AOP. The management letter shall include any significant matters arising out
of the audit which might lead to material errors or impact on future audits, or
where, for example, economies could be made or resources used more
efficiently. It shall also include advice, if appropriate, for improvement

particularly in the following areas:-

weaknesses in the structure of accounting systems and internal control;
deficiencies in the operation of accounting systems and internal control
including the internal audit service;

non-compliance with legislation and other regulations.

7. Serious weaknesses shall be reported to the AOP’s Accounting Officer, the
Chairman of the AOP, the Chairman of the Audit Committee, and the

Department without delay.

Irregularities, Including Fraud

8. The responsibility for ensuring the establishment and maintenance of an
adequate system of internal control lies with the AOP. It is also responsible for
ensuring compliance with statutory and other regulations, including those in
relation to taxation, and for the prevention and detection of irregularities,
including fraud. We are not required to search specifically for such matters
and our audit should not therefore be relied on to disclose them. However, we
shall plan and conduct our audit so that we have a reasonable expectation of
detecting material mis-statements in the accounts resulting from irregularities,

including fraud, or breach of regulations.
Additional Services
9. We may be asked from time to time to provide additional services beyond the

scope of the audit described above. This could involve investigation work and

value for money assignments. Precise requirements will be agreed between
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the AOP and ourselves before any work is undertaken. Any systems

development or consultancy work will be the responsibility of separate staff.
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Access

10. We shall have the right of access at all times to the books, accounts and
vouchers of the AOP and to such information and explanations as we think

necessary for the performance of our duties.

11. We expect to have access to the internal auditor's files and working papers.
We agree to comply with any request from the Department's Audit Service,
with the consent of the AOP, to provide access to any relevant files and

working papers obtained or prepared by us as auditors of the AOP.

General Meeting

12. We shall be entitled to attend any general meetings of the AOP and to receive
all notices or any other communications relating to any general meeting which
any member of the AOP is entitled to receive, and to be heard at any general
meeting which we attend, or any part of the business of the meeting which

concerns us as auditors.

Termination of Appointment

13. In the event of serious shortcomings on our part, the AOP may by resolution
remove us before the expiration of our term of office, notwithstanding any

agreement between us and the AOP.

Fees

14. [A paragraph setting out the auditor's basis for charging and collecting fees

should be included.]
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Agreement of Terms

15. If the contents of this letter are not in accordance with your understanding of
the arrangements made, we shall be pleased to receive your observations and
to give you any further information you require. Otherwise, we shall be grateful
if you would confirm in writing your agreement to the terms of this letter by

signing the enclosed copy and returning it to us.

Yours sincerely

On benhalf of the AOP | confirm the above terms in respect of the Sports AOP.
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APPENDIX 4 — Annex V

REPORTS TO THE DEPARTMENT

1. Throughout the preceding guidance notes, there are numerous references to

reports which should be submitted to the Department.

2. For ease of reference, these are summarised below:-

2.1 Audit Committee Annual Report (Paragraph 2.6)

2.2 Internal Audit Appointments (Paragraph 4.7)

2.3 Internal Audit Annual Report (Paragraph 4.21)

2.4 Removal or Resignation of Internal Audit (Paragraph 4.31)

2.5 Fraud and Corruption (IA) (Paragraph 4.32)

BAL/ JOHNSTON DY 48275






APPENDIX E

ACCOUNTS DIRECTION
THE ARMAGH OBSERVATORY AND PLANETARIUM

ACCOUNTS DIRECTION GIVEN BY THE DEPARTMENT OF CULTURE
ARTS AND LEISURE, WITH THE APPROVAL OF THE DEPARTMENT OF
FINANCE AND PERSONNEL

The annual accounts shall give a true and fair view of the I & E and cash flows for the
financial year, and the state of affairs as at the year end. Subject to this requirement
The Armagh Observatory and Planetarium shall prepare accounts for the financial
year ended 31 March 2006 and subsequent financial years in accordance with:

a. Government Financial Reporting Manual (FReM)
http://www.financial-reporting.gov.uk/FINANCIAL%20REPORTING%20MANUAL.pdf

b. Other guidance which the Department of Finance and Personnel may issue
from time to time in respect of accounts which are required to give a true
and fair view;

c. any other specific disclosures required by the Department;

except where agreed otherwise with the Department of Finance and Personnel, in

which case the exception shall be described in the notes to the accounts.

Signed by authority of the Department of Culture Arts and Leisure

Paul Sweeney
Permanent Secretary






ARMAGH OBSERVATORY AND PLANETARIUM

MANAGEMENT STATEMENT

APPENDIX F

PUBLIC INTEREST DISCLOSURE (“WHISTLEBLOWING”)



1.

CSC 04/03
ICSC 03/03

File Reference: A 1071/98
23 February 2003

TO ALL DEPARTMENTS
GUIDANCE ON PUBLIC INTEREST DISCLOSURE (“WHISTLEBLOWING”)

Please note that this circular replaces CSC 03/03 (ICSC 02/03), which issued on
7 February 2003.

The Public Interest Disclosure (NI) Order 1998 came into operation on 31 October 1999.

It enables workers who report wrongdoing (often referred to as “whistleblowing”) to
complain to an Industrial Tribunal if they are dismissed or suffer any other form of detriment
for doing so. Although only employees can complain of unfair dismissal, other workers who
are not employees can complain that they had been subjected to a detriment — for example
if their contracts are terminated because they had made a protected disclosure. The
legislation covers workers in the public sector (with some exceptions, e.g. those who work
in the security services) as well as the private sector. Insofar as members of the Northern
Ireland Civil Service are concerned, this legislation needs to be considered in conjunction
with the NICS Staff Handbook, the Northern Ireland Civil Service Code of Ethics (see para
7 below); and any departmental guidance or procedures for raising concerns about

possible wrongdoing.

When are disclosures protected?
The legislation does not introduce a general protection for whistleblowers in all
circumstances. A disclosure will qualify for protection if, in the reasonable belief of the
worker making it, it tends to show that one or more of the following has occurred, is

occurring or is likely to occur:

a. a criminal offence;



b. a failure to comply with a legal obligation;

c. a miscarriage of justice;

d. the endangering of an individual’s health and safety;

e. damage to the environment; and

f. deliberate concealment of information tending to show any of the

above.

What Protection does the Order Give?

3. A qualifying disclosure will be protected under the Order if it is made:

a. in good faith to the worker’s employer (either directly or through internal procedures
authorised by the employer), or to another person whom the worker reasonably

believes is solely or mainly responsible for the failure in question;

b. to alegal adviser in the course of obtaining legal advice;

c. in good faith to a Government Minister by a worker employed in a Government-

appointed organisation such as a non-departmental public body; or

d. to a person or body prescribed in Statutory Rule 1999 No. 401 (“a prescribed person”),

e.g. the Health and Safety Executive for Northern Ireland.

In the last case the worker must make the disclosure in good faith, reasonably believe that
the information and any allegation in it are substantially true, and reasonably believe that

the matter falls within the description of matters for which the person has been prescribed.

4. Qualifying disclosures will also be protected if they are made other than described in
paragraph 3, provided that the worker makes the disclosure in good faith, reasonably
believes that the information and any allegation contained in it are substantially true, and

does not act for personal gain. One or more of the following conditions must also apply:



a. the worker reasonably believed that he or she would be victimized if he or she had made

the disclosure to the employer or to a prescribed person;

b. there was no prescribed person and the worker reasonably believed that disclosure to the

employer would result in the destruction or concealment of evidence; or

c. the worker had already disclosed substantially the same information to the employer or a

prescribed person.

It must also be reasonable for the worker to make the disclosure. In deciding the
reasonableness of the disclosure, an industrial tribunal will consider all the circumstances.
This will include the identity of the person to whom the disclosure was made, the
seriousness of the concern, whether the failure is continuing or likely to occur, whether the
disclosure breached a duty of confidentiality which the employer owed to a third party, what
action has been taken or might reasonably be expected to have been taken if the
disclosure
was previously made to the employer or a prescribed person, and whether the worker
complied with any approved internal procedures if the disclosure was previously made to

the employer.

A disclosure made about an “exceptionally serious” failure, other than described in
paragraph 3, will be protected if the worker makes the disclosure in good faith, reasonably
believes that the information disclosed and any allegation contained in it are substantially
true and does not act for personal gain - provided that it is reasonable for the worker to
make the disclosure, having regard, in particular, to the identity of the person to whom the
disclosure is made. It will be for the industrial tribunals to consider and decide whether any
particular failure is “exceptionally serious”: this will be a question of fact, not a worker’s

personal belief.

What should | do if | become aware of wrongdoing?

The Northern Ireland Civil Service Code of Ethics advises that you should report any
actions that are inconsistent with its provisions (paragraph 11). Guidance on the
procedures to be followed in making such reports is available from your personnel branch.
If, for whatever reason, you do not wish to make a formal report under the Code of Ethics,

you may raise your concerns in accordance with procedures (including anti-fraud reporting



procedures) provided by your department or agency. You will not be penalised in any way
for raising genuine concerns in accordance with departmental or agency procedures, or in
accordance with the procedures for reporting concerns under the Code of Ethics. Note in
particular the assurance given in para 2 of the Code of Ethics Guidance that a civil servant
will not be penalised in any way for raising genuine concerns in accordance with the

procedures.

If you are unhappy with the response you receive, you may report the matter in writing to
the Civil Service Commissioners for Northern Ireland (paragraph 12 of the Northern Ireland
Civil Service Code of Ethics).

Will | be protected if | blow the whistle before going through the internal procedures?

Only you can make this judgement, and in doing so you will need to consider the preceding
paragraphs carefully. It is preferable - and this is at the heart of the Public Interest
Disclosure Order - to raise the matter internally if appropriate and practical. It is after all in
the interests of the NICS and its members that issues and concerns are aired in this way. If
you are in any doubt, you should speak to a senior officer, or your Personnel/Establishment

Officer. Your conversation will be treated in absolute confidence.

Consultation with Trade Union Side

10. The Trade Union Side of the Central Whitley Council (for non-industrial civil servants) and

the industrial trade unions which formerly participated in the Central Joint Co-ordinating

Council (for industrial staff) have been consulted about the terms of this circular.

11. Any enquiries about the content or application of this circular should be addressed to your
Establishment/Personnel Branch (NICS Code paragraph 1029 refers) or to your
Establishment/Industrial Personnel Branch (NICS Industrial Code paragraph 400 refers).

AVIS BEATTIE

Employment Conditions and Pensions Division
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I. INTRODUCTION

This Financial Memorandum sets out certain aspects of the financial
framework within which AOP is required to operate.

The terms and conditions set out in the combined Management Statement
and Financial Memorandum may be supplemented by guidelines or
directions issued by the Department/Minister in respect of the exercise of
any individual functions, powers and duties of AOP.

AOP shall satisfy the conditions and requirements set out in the combined

document, together with such other conditions as the Department/Minister
may from time to time impose.

THE BODY’S INCOME AND EXPENDITURE - GENERAL

The Departmental Expenditure Limit (DEL)

4.

AOP’s current and capital expenditure form part of DCAL’s Resource DEL
and Capital DEL respectively.

Expenditure not proposed in the budget

5.

AOP shall not, without prior written Departmental approval, enter into any
undertaking to incur any expenditure from grant in aid which falls outside
AOP’s delegations or which is not provided for in AOP’s annual budget as
approved by DCAL.

Procurement

6.

AOP’s procurement policies shall reflect the public procurement policy
adopted by the Northern Ireland Executive in May 2002 and Procurement
Policy Guidelines as issued by the Procurement Board. AOP shall also
ensure that it complies with any relevant EU or other international
procurement rules.

Periodically and wherever practicable AOP’s procurement shall be
benchmarked against best practice elsewhere. Procurement activity should
be carried out by means of a documented Service Level Agreement with
the Central Procurement Directorate (DFP) or a relevant Centre of
Expertise in Procurement.



Competition

Contracts shall be placed on a competitive basis and tenders accepted
from suppliers who provide best value for money overall.

Proposals to let single-tender contracts shall be subject to advice being
taken from Central Procurement Directorate or a Centre of Expertise in
Procurement, and AOP shall send to the Department after each financial
year a report for that year explaining any contracts above £1,000 in which
competitive tendering was not employed.

Best Value for money

10.

Procurement by AOP of works, supplies and services shall be based on
best value for money, i.e. the optimum combination of whole life cost and
quality (or fitness for purpose) to meet AOP’s requirements. Where
appropriate, a full option appraisal shall be carried out before procurement
decisions are taken

Timeliness in paying bills

11.

AOP shall collect receipts and pay all matured and properly authorised
invoices in accordance with the terms of contracts and as provided for in
Section 16.3 of Government Accounting Northern Ireland. AOP shall
comply with the British Standard for Achieving Good Payment
Performance in Commercial Transactions (BS 7890), and with the Late
Payment of Commercial Debts (Interest) Act, 1998 as amended and
supplemented by the Late Payment of Commercial Debts Regulations,
2002. DAO (DFP) 12/98 and DAO (DFP) 19/02 refer. (NOTE: The 1998
Act allows creditors to claim statutory interest and compensation on late
payment of commercial debts.)

Novel, contentious or repercussive proposals

12.

AOP shall obtain the approval of DCAL and DFP before:

- incurring any expenditure for any purpose which is or might be
considered novel or contentious, or which has or could have
significant future cost implications, including on staff benefits;

- making any significant change in the scale of operation or funding of
any initiative or particular scheme previously approved by DCAL;



- making any change of policy or practice which has wider financial
implications (e.g. because it might prove repercussive among other
public sector bodies) or which might significantly affect the future level
of resources required. (The Department will advise on what
constitutes “significant” in this context).

Risk management/Fraud

13.

14.

15.

16

AOP shall ensure that the risks it faces are dealt with in an appropriate
manner, in accordance with relevant aspects of best practice in corporate
governance, and shall develop a risk management strategy, in accordance
with the Treasury guidance Management of Risk: A Strategic Overview
(“The Orange Book”) issued under cover of DPFO 30 April, 2001.

AOP shall take proportionate and appropriate steps to assess the financial
and economic standing of any organisation or other body with which it
intends to enter into a contract or to which it intends to give grant or grant-
in-aid.

AOP shall adopt and implement policies and practices to safeguard itself
against fraud and theft, in line with Treasury’s guide Managing the Risk of
Fraud, issued under cover of DAO (DFP) 35/03.

All cases of attempted, suspected or proven fraud shall be reported to the
DCAL and other relevant authorities (see section 4.6 in the Management
Statement) as soon as they are discovered, irrespective of the amount
involved.

Wider markets

17.

In accordance with the wider markets policy, AOP shall seek to maximise
receipts from non-Consolidated Fund sources, provided that this is
consistent with (a) the NDPB’s main functions (b) its corporate plan as
agreed with the sponsor Department.

Fees and charges

18. Fees or charges for any services supplied by AOP shall be determined in

accordance with the Treasury’s Fees and Charges Guide.



THE BODY’S INCOME

Grant-in-aid

19.

20.

21.

Grant-in-aid will be paid to AOP, on the basis of a written application from
AOP showing evidence of need. The application shall certify that the
conditions applying to the use of grant-in-aid have been observed to date
and that further grant-in-aid is now required for purposes appropriate to
AOP’s functions. The application shall be accompanied by a copy of AOP’s
latest bank statement and/or bank reconciliation, together with a
breakdown of request for grant-in aid by budget line.

AOP should have regard to the guidance in DAO (DFP) 04/03 and to the
general principle enshrined in Chapter 9 of Government Accounting
Northern Ireland that it should seek grant-in-aid according to need.

Cash balances accumulated during the course of the year shall be kept at
the minimum level consistent with the efficient operation of AOP. Grant-in-
aid not drawn down by the end of the year shall lapse. However, where
draw-down of grant-in-aid is delayed to avoid excess cash balances at
year-end, if notified, DCAL will make available in the next financial year
(subject to approval by the Assembly of the relevant Estimates provision)
any such grant-in-aid required to meet any liabilities at year end, such as
creditors.

Fines and taxes as receipts

22.

Most fines and taxes (including levies and some licences) are treated as
such in National Accounts and are not termed as negative public
expenditure receipts. These fines and taxes do not provide additional DEL
spending power and should be surrendered to the sponsor Department.

Receipts from sale of goods or services

23.

24.

Receipts from the sale of goods and services (including certain licences
where there is a significant degree of service to the individual applicant),
rent of land, and dividends are classified as negative public expenditure in
National Accounts and are therefore normally offset against the DEL (i.e.
they provide additional DEL spending power). If a body wishes to retain a
receipt or utilise an increase in the level of receipts, it must gain the prior
approval of its sponsor Department.

If there is any doubt about the correct classification of a receipt, AOP shall
consult DCAL, which may consult DFP as necessary.
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Interest earned

25.

26.

27.

Any interest earned by AOP on its assets shall be given the same
budgeting treatment as the cost of capital charge on the assets.

Under resource budgeting rules, the cost of capital charge and any interest
receipts on most DEL-financed assets score as resource DEL.

If the receipts are used to finance additional expenditure AOP must
ensure it has the necessary DEL cover and apply to DCAL to retain the
excess income (see para 29). Any interest earned on cash balances
arising from grant-in-aid or other NI Consolidated Fund funds shall be
treated as a receipt from an NI Consolidated Fund source. Depending on
the budgeting treatment of this receipt, and its impact on AOP’s cash
requirement, it may lead to commensurate reduction of grant-in-aid or be
required to be surrendered to the NI Consolidated Fund via DCAL.

Unforecast changes in in-year income

28.

29.

If the negative DEL income realised or expected to be realised in-year is
less than estimated, the NDPB shall, unless otherwise agreed with DCAL,
ensure a corresponding reduction in its gross expenditure so that the
authorised provision is not exceeded. (NOTE: For example, if AOP is
allocated £100 resource DEL provision by DCAL and expects to receive
£10 of negative DEL income, it may plan to spend a total of £110. If
income (on an accruals basis) turns out to be only £5, AOP will need to
reduce its expenditure to £105 to avoid breaching its budget. If AOP still
spends £110 DCAL will need to find £5 of savings from elsewhere within
its total DEL to offset this overspend or could face and excess vote.)

If the negative DEL income realised or expected to be realised in the year
is more than estimated, AOP may apply to DCAL to retain the excess
income for specified additional expenditure within the current financial year
without an offsetting reduction to grant-in-aid via in year monitoring rounds.
The Department shall consider such applications, taking account of
competing demands for resources, and will consult with DFP in relation to
any significant amounts. If an application is refused, any grant-in-aid shall
be commensurately reduced or the excess receipts shall be required to be
surrendered to the NI Consolidated Fund via DCAL.

Build-up and draw-down of deposits

30.

AOP shall comply with the rules that any DEL expenditure financed by the
draw-down of deposits counts within DEL and that the build-up of deposits
may represent a saving to DEL (if the related receipts are negative DEL in
the relevant budgets).



31.

AOP shall ensure that it has the necessary DEL provision for any
expenditure financed by draw-down of deposits.

Proceeds from disposal of assets

32.

Disposals of land and buildings are dealt with in Section VI below.

Gifts and bequests received

33.

34.

AOP is free to retain any gifts, bequests or similar donations subject to
paragraph 34. These shall be treated as receipts and must be notified to
the Department. (NOTE: Donated assets do not attract a cost of capital
charge, and a release from the donated assets reserve should offset
depreciation in the operating cost statement.)

Before accepting a gift, bequest, or similar donation, AOP shall consider if
there are any associated costs in doing so or any conflicts of interests
arising. AOP shall keep a written record of any such gifts, bequests and
donations and of their estimated value and whether they are disposed of or
retained. Appendix 3 shows the guidance to NDPBs on gifts and
hospitality.

Borrowing

35.

36.

AOP shall observe the rules set out in Chapter 29 of Government
Accounting Northern Ireland when undertaking borrowing of any kind.
AOP shall seek the approval of DCAL and, where appropriate, DFP, to
ensure that it has any necessary authority and budgetary cover for any
borrowing or the expenditure financed by such borrowing. Medium or
long-term private sector or foreign borrowing is subject to the value for
money test in Government Accounting Northern Ireland.

There is no delegated lower limit under which AOP can undertake
borrowing without the prior approval of the Department. Any expenditure
by AOP financed by borrowing counts in DEL.



Reserves

37. No grant or grant-in-aid shall be paid into any reserve held by AOP. Funds
held in any reserve will be a factor for consideration when grant-in-aid is
determined (see paragraph 27).

IV. EXPENDITURE ON STAFF

Staff costs

38. Subject to its delegated levels of authority, AOP shall ensure that the
creation of any additional posts does not incur forward commitments which
will exceed its ability to pay for them.

Pay and conditions of service

39. The staff of AOP, other than those paid in accordance with the Joint
Negotiating Committee for Higher Education, whether on permanent or
temporary contract, shall be subject to levels of remuneration and terms
and conditions of service (including superannuation) within the general
NICS pay structure. AOP has no delegated power to amend these terms
and conditions.

40. Current terms and conditions for staff of the AOP are those set out in its
Employee Handbook. AOP shall provide the sponsor Department and
DFP with a copy of the Handbook and subsequent amendments.

41. Annual pay increases of AOP staff must have the prior approval of DCAL
and Secretary of State.

42. The travel expenses of Board Members shall be tied to Departmental
rates. Reasonable actual costs shall be re-imbursed on production of valid
receipts i.e. bus tickets, till receipt etc.

43. AOP shall not pay fees for attendance at meetings of its Board,
Committees or Sub-Committees, but all reasonable expenses incurred in
attending or contributing to meeting shall be reimbursed in full.

44. AOP shall operate a performance-related pay scheme which shall form
part of the general pay structure approved by DCAL.
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45.

46.

47.

AOP shall comply with the EU directive on contract workers Fixed Term
Employees Regulations (Prevention of Less Favourable Treatment).

The staff of AOP shall be eligible for a pension provided by admittance to
the Northern Ireland Local Government Officers’ Superannuation scheme.

Any proposal by AOP to move from the existing pension arrangements, or
to pay any redundancy or compensation for loss of office, requires the
approval of DCAL and DFP. Proposals on severance payments must
comply with DAO (DFP) 23/02.

NON-STAFF EXPENDITURE

Economic appraisal

48.

49.

NDPBs are required to apply the principles of economic appraisal, with
appropriate and proportionate effort, to all decisions and proposals
concerning spending or saving public money, including European Union
(EVU) funds, and any other decisions or proposals that involve changes in
the use of public resources. For example, appraisal must be applied
irrespective of whether the relevant public expenditure or resources:

e involve capital or current spending, or both;
e are large or small;

e are above or below delegated limits (see Appendix 1).

Appraisal itself uses up resources. The effort that should go into appraisal
and the detail to be considered is a matter for case-by-case judgement, but
the general principle is that the resources to be devoted to appraisal
should be in proportion to the scale or importance of the objectives and
resource consequences in question. Judgement of the appropriate effort
should take into consideration the totality of the resources involved in a
proposal.

General guidance on economic appraisal that apply to NDPBs can be
found in:

11



e The DFP Guide, The Northern Ireland Practical Guide to the Green Book
(DAO (DFP) 32/03 and DAO(DFP) 33/03); and

e The HM Treasury Guide, The Green Book: Appraisal and Evaluation in
Central Government.

Capital expenditure

50.

51.

52.

53.

Subject to being above an agreed capitalisation threshold, all expenditure
on the acquisition or creation of fixed assets shall be capitalised on an
accruals basis. Expenditure to be capitalised shall include the (a)
acquisition, reclamation or laying out of land; (b) acquisition, construction,
preparation or replacement of buildings and other structures or their
associated fixtures and fittings; and (c) acquisition, installation or
replacement of movable or fixed plant, machinery, vehicles and vessels.

Proposals for large-scale individual capital projects or acquisitions will
normally be considered within AOP’s corporate and business planning
process. Subject to paragraph 54, applications for approval within the
corporate/business plan by DCAL, and DFP if necessary, shall be
supported by formal notification that the proposed project or purchase has
been examined and duly authorised by the Board. Regular reports on the
progress of projects shall be submitted to DCAL.

Approval of the corporate/business plan does not obviate AOP’s
responsibility to abide by the economic appraisal process.

Within its approved overall resources limit AOP shall, as indicated in the
attached Appendix 1 on delegations, have no delegated authority in
respect of any individual capital project or acquisition. DCAL and where
necessary, DFP’s prior authority must be obtained before expenditure on
an individual project or acquisition is incurred.

Transfer of funds within budgets

54.

Where financial provision is subject to specific Departmental or DFP
controls (e.g. where provision is ring-fenced for specific purposes) or
delegated limits, transfers between budgets within the total capital budget
or between budgets within the total revenue budget requires Departmental
approval.

12



Virement

55. AOP will abide by the guidance on virement found in Government
Accounting Northern Ireland, section 11.7.

Lending, guarantees, indemnities; contingent liabilities; letters of comfort

56. AOP shall not, without DCAL's and where necessary, DFP’s prior written
consent, lend money, charge any asset or security, give any guarantee or
indemnities or letters of comfort, or incur any other contingent liability (as
defined in Chapter 26 of Government Accounting Northern Ireland),
whether or not in a legally binding form.

Grant or loan schemes

57. Unless covered by a delegated authority, all proposals to make a grant or
loan to a third party, whether one-off or under a scheme, together with the
terms and conditions under which such grant or loan is made shall be
subject to prior approval by DCAL, and where necessary, DFP. If grants or
loans are to be made under a continuing scheme, statutory authority is
likely to be required.

58. The terms and conditions of a grant or loan to a third party shall include a
requirement on the receiving organisation to prepare accounts and to
ensure that its books and records in relation to the grant or loan are readily
available for inspection by AOP, DCAL and the C&AG.

59. See also below under the heading Recovery of grant-financed assets
(paragraphs 80-82).

Gifts made, write-offs, losses and other special payments

60. Proposals for making gifts or other special payments (including issuing
write-offs) outside the delegated limits set out in Appendix 2 and 3 of this
document must have the prior approval of DCAL and, where necessary,
DFP.

61. Losses shall not be written off until all reasonable attempts to make a
recovery have been made and proved unsuccessful.

62. Gifts by management to staff are subject to the requirements of DAO
(DFP) 05/03.

13



Leasing

63.

64.

Prior Departmental approval must be secured for all property and finance
leases. AOP must have capital DEL provision for finance leases and other
transactions which are, in substance, borrowing (paragraphs 36-37 above).

Before entering into any lease (including an operating lease) AOP shall
demonstrate that the lease offers better value for money than purchase.

Public/Private Partnerships

65.

66.

AOP shall seek opportunities to enter into Public/Private Partnerships
where this would be more affordable and offer better value for money than
conventional procurement. Where cash flow projections may result in
delegated spending authority being breached, AOP shall consult DCAL.

Any partnership controlled by AOP shall be treated as part of AOP in
accordance with UK GAAP and consolidated with it subject to any
particular treatment required by UK GAAP. Where the judgement over the
level of control is difficult, the DCALwill consult DFP (who may need to
consult with the Office of National Statistics over national accounts
treatment).

Subsidiary companies and joint ventures

67.

68.

AOP shall not establish subsidiary companies or joint ventures without the
express approval of DCAL and DFP. In judging such proposals DCAL will
have regard to the Department’s wider strategic aims, objective and
current Public Service Agreement.

For public expenditure accounts purposes any subsidiary company or joint
venture controlled or owned by the NDPB shall be consolidated with it in
accordance with UK GAAP, subject to any particular treatment required by
UK GAAP. Where the judgement over the level of control is difficult, DCAL
will consult DFP (who may need to consult with the Office of National
Statistics over national accounts treatment). Unless specifically agreed
with DCAL and DFP, such subsidiary companies or joint ventures shall be
subject to the controls and requirements set out in this Management
Statement and Financial Memorandum, and to the further provisions set
out in supporting documentation.
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Financial investments

69.

AOP shall not make any investments in traded financial instruments
without the prior written approval of DCAL and, where appropriate, DFP,
nor shall it aim to build up cash balances or net assets in excess of what is
required for operational purposes. Equity shares in ventures which further
the objectives of AOP shall equally be subject to Departmental and DFP
approval unless covered by a specific delegation.

Unconventional financing

70.

AOP shall not enter into any unconventional financing arrangement without
the approval of the DCAL and DFP.

Commercial insurance

71.

72.

AOP shall not take out any insurance without the prior approval of DCAL
and DFP, other than third party insurance required by the Road Traffic (NI)
Order, 1981 (as amended) and any other insurance which is a statutory
obligation or which is permitted under section 30.2 (and 30.3 for NDPBs) of
Government Accounting Northern Ireland.

DCAL shall have a written agreement with AOP about the circumstances in
which, in the case of a major loss or third party claim, an appropriate
addition to budget out of the Department’s funds and/or adjustment to
AOP’s targets shall be considered.

Payment/Credit Cards

73. AOP, in consultation with DCAL, shall ensure that a comprehensive set of
guidelines on the use of payment cards (including credit cards) is in place.
Reference should be made to DAO (DFP) 24/02.

Hospitality

74. AOP, in consultation with the Department, shall ensure that a

comprehensive set of guidelines on the provision of hospitality is in
place.Reference should be made to DAO (DFP) 14/05 and to the guidance
at Appendix 3 of this Memorandum.
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Use of Consultants

75.

AOP must adhere to the guidance on the Use of Consultants issued by
DFP (see DAO(DFP) 3/05) and the Department (see Appendix 5 below).

VI. MANAGEMENT AND DISPOSAL OF FIXED ASSETS

Register of assets

76.

AOP shall maintain an accurate and up-to-date register of its fixed assets.

Disposal of Assets

77.

78.

AOP shall dispose of assets which are surplus to its requirements. Assets
shall be sold for best price, taking into account any costs of sale.
Generally, assets shall be sold by auction or competitive tender (unless
otherwise agreed by DCAL), and in accordance with Government
Accounting Northern Ireland, Chapter 24.

All receipts derived from the sale of assets (including grant-financed
assets, see below) must be declared to the Department, which will consult
with DFP on the appropriate treatment.

Recovery of grant-financed assets

79.

80.

81.

Where AOP has financed expenditure on capital assets by a third party,
AOP shall set conditions and make appropriate arrangements to ensure
that any such assets individually above a value of £1000 are not disposed
of by the third party without AOP’s prior consent.

AOP shall therefore ensure that such conditions and arrangements are
sufficient to secure the repayment of the NI Consolidated Fund's due
share of the proceeds of the sale, in order that funds may be surrendered
to DCAL.

AOP shall ensure that if the assets created by grants made by AOP cease
to be used by the recipient of the grant for the intended purpose, a proper
proportion of the value of the asset shall be repaid to AOP for surrender to
DCAL. The amounts recoverable under the procedures in paragraphs 79-
80 above shall be calculated by reference to the best possible value of the
asset and in proportion to the NI Consolidated Fund’s original
investment(s) in the asset.
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VILI.

BUDGETING PROCEDURES

Setting the annual budget

82.

83.

84.

Each year, in the light of decisions by DCAL on AOP’s updated draft
corporate plans (See section 4.1 of the Management Statement), DCAL
will send to AOP:

e aformal statement of the annual budgetary provision allocated
by DCAL in the light of competing priorities across the sponsor
Department and of any forecast income approved by the
sponsor Department;

and

e a statement of any planned change in policies affecting AOP.

AOP’s approved annual business plans will take account both of its
approved funding provision and of any forecast receipts, and will include a
budget of estimated payments and receipts together with a profile of
expected expenditure and of draw-down of any DCAL funding and/or other
income over the year. These elements will form part of the approved

business plan for the year in question (See section 4.2 of the Management
Statement.)

Any grant-in-aid provided by DCAL for the year in question will be voted in
the Department's Estimate and will be subject to Assembly control.

General conditions for authority to spend

85.

Once AOP’s budget has been approved by DCAL and subject to any
restrictions imposed by Statute/the Minister/this MSFM, AOP shall have
authority to incur expenditure approved in the budget without further
reference to the Department, on the following conditions:

e  AOP shall comply with the delegations set out in Appendix 1 of this
document. These delegations shall not be altered without the prior
agreement of DCAL and DFP;

o AOP shall comply with the conditions set out in paragraph 12 above

regarding novel, contentious or repercussive proposals;

o inclusion of any planned and approved expenditure in AOP’s budget

shall not remove the need to seek formal Departmental (and, where
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necessary, DFP) approval where such proposed expenditure is above
the delegated limits as set out in Appendix 1, or is for new schemes
not previously agreed; and

e  AOP shall provide DCAL with such information about its operations,

performance, individual projects or other expenditure as the
Department may reasonably require (see paragraph 87 below).

Providing monitoring information to DCAL

86.  AOP shall provide DCAL with, as a minimum, information on a monthly
basis which will enable the satisfactory monitoring by the Department of:

e AOP’s cash management;
e its draw-down of any grant-in-aid;

= monthly resource consumption, monthly profiles and reasons for
variances between actual and forecast;

o forecast outturn by resource headings; and

e other data required for the DFP Government Expenditure
Monitoring Systems.

VIll. BANKING

Banking arrangements

87.  AOP’s Accounting Officers are responsible for ensuring that AOP’s
banking arrangements are in accordance with the requirements of
Government Accounting and the Treasury guidance document,
Departmental Banking: a Manual for Government Departments. In
particular, he/she shall ensure that the arrangements safeguard public
funds and that their implementation ensures efficiency, economy and
effectiveness.

88. He/she shall therefore ensure that:
e these arrangements are suitably structured and represent value-for-
money, and are reviewed at least every two years, with a comprehensive

review, usually leading to competitive tendering, at least every three to
five years;
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e sufficient information about banking arrangements is supplied to the
DCAL's Accounting Officer to enable the latter to satisfy his/her own
responsibilities (See Section 3.2 of the Management Statement);

¢ AOP's banking arrangements shall be kept separate and distinct from
those of any other person or organisation;

« adequate records are maintained of payments and receipts and
adequate facilities are available for the secure storage of cash.

IX. COMPLIANCE WITH INSTRUCTIONS AND GUIDANCE

Relevant documents

89. AOP shall comply with the following general guidance documents:

This document (both the Financial Memorandum and the
Management Statement);

Government Accounting Northern Ireland, including in particular the
Accounting Officer Memorandum for NDPBs (see Annex 8.2 of
Government Accounting Northern Ireland);

Non-Departmental Public Bodies - a Guide for Departments (the
“‘NDPB Guide”), issued by the Cabinet Office;

Government Internal Audit Standards, issued by DFP under cover
of DAO (DFP) 3/02;

The Treasury document, Managing the Risk of Fraud, issued by
DFP under cover of DPFO 15 January 1998;

Executive NDPBs - Annual Reports and Accounts Guidance, issued
by DFP (updated annually);

The Treasury Fees and Charges Guide, issued by DFP undercover
of DAO (DFP) 13/92;

Departmental Banking: A Manual for Government Departments,
issued by the Treasury;

19



e Relevant DFP Dear Accounting Officer letters;

¢ Relevant Dear Consolidation Officer and Dear Consolidation
Manager letters issued by DFP;

e Regularity and Propriety, issued by the Treasury;
e The Consolidation Officer Memorandum, issued by DFP;

e Other relevant guidance and instructions issued by DFP in respect
of Whole of Government Accounts;

e Other relevant instructions and guidance issued by the central
Departments (DFP/OFMDFM);

e Specific instructions and guidance issued by the sponsor
Department;

e Recommendations made by the Public Accounts Committee, or by
other Assembly/Parliamentary authority, which have been accepted
by the Government and which are relevant to AOP.

X. REVIEW OF FINANCIAL MEMORANDUM

90. The Management Statement and Financial Memorandum will normally be

91.

reviewed at least every five years or following a review of AOP’s functions
as provided for in Section 7 of the Management Statement.

DFP Supply will be consulted on any significant variation proposed to the
Management Statement and Financial Memorandum.
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On behalf of the Armagh Observatory

Signed:

Professor Mark Bailey, Director

Date:

On behalf of the Armagh Planetarium

Signed:

Dr. Tom Mason, Director

Date:

On behalf of the Department of Culture, Arts and Leisure

Signed:

Paul Sweeney, Permanent Secretary

Date:
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DEPARTMENT OF CULTURE, ARTS AND LEISURE
Departmental Guidance for NDPBs

(a) PROJECT APPRAISAL

(b) EXPENDITURE

(c) PAYMENT FOR GOODS AND SERVICES

1 Procurement Justification

2 Quotations and Tenders

3 IT and Capital Projects Delegations

4 Procurement of Goods/Services,
Construction/Works

5 Payment of Invoices

6 Disposal of Assets/Surplus Equipment

1 December 2005



1 Procurement Justification

The principles of economic appraisal and evaluation are set out in the HM Treasury
‘Green Book’ and ‘The Northern Ireland Practical Guide to the Green Book — DFP’s
Guide to the Appraisal, Evaluation, Approval, and Management of Policies,
Programmes and Projects’ (see DAO(DFP)32/03 and DAO(DFP33/03) and should be
applied with proportionate effort to every activity, whether a project, a policy or a
programme, which entails spending or saving money or otherwise changing the way
in which resources are used.

As a general rule, the amount of resources to be spent on economic appraisal should
not exceed 2% of the proposed expenditure and the ‘PRINCE 2’ (Projects Run In a
Controlled Environment) methodology, tailored to suit the level of spend, should be
followed. Expenditure in excess of £1k will required a cost/benefit analysis or a full
business case to be completed and the appropriate level of approval obtained.

Further information on economic appraisals and business cases can be obtained
from the Department’s Economics Services Unit.

2 Quotations and Tenders

Before any procurement activity is undertaken, the requisite number of
quotations/tenders must be obtained from potential suppliers/contractors. The table
below sets out the number of quotations/tenders required: -

GOODS and SERVICES
CONSTRUCTION and WORKS
Estimated Value of Order
(Excluding VAT) Required
1 or 2 oral quotations depending on
Up to £1,000 need to have price comparison (fax
’ or e-mail confirmation should be
obtained)
Up to £10,000 3 selected tenders
Up to £30,000 4 selected tenders
Up to EC Threshold Publicly advertised open or
restricted tender competition




Over EC Threshold Advertisement in EC Journal for the
European Community.

¢ A tender normally requires that the procurement be subject to the contracting
authority’s terms and conditions. Procurement by quotation is usually on the
basis of the suppliers’ terms and conditions.

e Procurement activity should be carried out by means of a documented Service
level agreement with Central Procurement Directorate of the Department of
finance and personnel (CPD) or a relevant Centre of Procurement Expertise
(CoPE).

¢ |n all cases the most economically advantageous offer should be accepted.
This need not necessarily be the lowest quotation/tender, but the reason(s) for
accepting/declining quotations/tenders must be noted.

e \Where the estimated value of the order is under £1,000, reasonable effort
must still be made to obtain value for money.

¢ |t may not always be possible to obtain the required number of
quotations/tenders, in which case a detailed reason must be noted on relevant
documentation.

e Care should be taken to ensure that there is no possibility of undue
patronage and that there is impartiality in the selection of suppliers.

e CPD or any CoPE will offer advice and guidance on any procurement activity,
regardless of its value, obtain the necessary quotations/tenders required and
arrange for contracts to be awarded under the Northern Ireland Civil Service
terms and conditions of purchase.

e CPD has set up a wide range of call-off contracts and NDPBs should check if
a call-off contract exists for the goods/services required.

When selecting suppliers to be invited to submit a quotation or tender, contracting
authorities should provide opportunities for small and medium sized enterprises
(SMEs) to compete for the business in line with CPD’s Procurement Board’s policy
on SMEs.



3 IT and Capital Projects Delegations

Subject to the provisions in 1 and 2 above, the Chief Executive is delegated
authority to approve expenditure on individual IT and capital projects up to the limit
of:-

IT Projects £75,000
Capital Projects (buildings and accommodation) No delegated authority

All expenditure in excess of the above thresholds requires the prior approval of the
Department and, where necessary, DFP.

4 Procurement of Goods/Services, Construction/Works

Purchasing should be based on value for money and goods/services and
construction/works should be acquired by competition unless there are convincing
reasons to the contrary.

An official order must be issued to the selected supplier. Once an official order has
been issued, it must not be changed (i.e. quantity, description, price) - either a new
order must be issued for the balance of the quantity required or, alternatively, the
original order must be cancelled and a completely new order issued. In this case, the
office copy of the order must be marked cancelled and, if the original is available, it
should be retained so that it is available for Audit to check during their next audit.

Under no circumstances must goods/services, construction/works be ordered directly
by telephone. However, there may be some relaxation of this requirement where
delivery is required in an emergency situation. In such circumstances, an official
order number should be obtained and given to the supplier. The official order should
state ‘Confirmation of telephone order’ and forwarded immediately to the supplier.

A copy of the order must be attached to the supplier’s invoice, along with the
quotation(s)/tender(s) and the supplier’s delivery note, for audit purposes.

Under no circumstances must an official order be used by a member of staff for
personal gain (purchase of goods at an advantage price for oneself).



5 Payment of Invoices

Where no specific terms are agreed with the supplier, or no other understanding
exists, the commitment shall be to pay within 30 days from the receipt of a valid
invoice.

Under the Late Payment of Commercial Debts (Interest) Act 1998, all valid invoices
must be paid within 30 days otherwise all businesses now have a statutory right to
claim interest on late payments. The rate of interest to be paid is bank base rate
+8%, which currently amounts to 12%. In addition to this, under the Late Payment of
Commercial Debt Regulations 2002 which came into force on 7 August 2002, all
businesses, irrespective of size, and public sector bodies involved in a commercial
contracts can now claim compensation to cover reasonable debt recovery costs.

The Department does not provide Grant-in-Aid to cover the cost of late payments.
Consequently, it will be necessary to apply for “Write-off” permission in respect of late
payment interest charges and compensation payments. Such charges must be
stated in the NDPB’s annual accounts and will attract the attention of NIAO and PAC.

All invoices must be date stamped on receipt and checked against the copy of official
order and supplier’s delivery note for accuracy. The 30 days count commences from
either the date a valid invoice was first received or the goods/services were
delivered. An invoice is deemed to be valid from the date it is first received unless an
error is discovered during the invoice checking process (incorrect quantity, incorrect
price or a calculation error). An invoice which contains an error is regarded as a
disputed invoice and is deemed not to be valid until the dispute is resolved. In such
cases the 30 day count commences from the date of resolution (credit note or debit
note received, original invoice cancelled and a new invoice issued). In all cases, a
note detailing (a) the nature of the dispute, (b) details and date of action taken and
(c) how the dispute was eventually resolved, must be retained with the invoice for
audit purposes, or in case interest and compensation are claimed by the supplier at a
later date. A claim for interest does not need to be made straight away - a supplier
has six years in which to make a claim for interest and a right to sell or assign the
interest and principal to a third party.

Invoice payment cannot take place until the goods/services have been delivered and
‘checked in’. Delay in payment should, however, be minimised where discount for
early payment is available. In preparing invoices for payment, it is important to
ensure that there is segregation of duties, i.e. the person responsible for invoice
payment must not have be involved in either the ordering/receiving process.
Essentially: -



e Payment must not be made in advance of the goods/services being
delivered.

¢ The invoice must be checked against the accepted quotation/tender, copy
order and the supplier’'s delivery note.

e The various stages of invoice checking must be evidenced for audit
purposes.

6 Disposal of Assets/Surplus Equipment

In all cases, disposal must be at current market value by public auction or other
public process, unless otherwise agreed with the sponsor Department. Prior approval
of the sponsor Department is required for disposal of an asset/ surplus equipment
with a value in excess of £1,000 or the delegated limit

Any proceeds from the disposal of assets/surplus equipment, or an appropriate
proportion of them if the grant provided by the Department was for less than the
whole cost of acquisition or improvement, must be declared to the Department as
early as possible.
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ARMAGH OBSERVATORY AND PLANETARIUM : LOSSES AND SPECIAL
PAYMENTS

INTRODUCTION

1.  Losses and Special Payments (other than those listed at paragraph 22 below)
are required to be brought to the attention of the Assembly and the notation of
AOP’s accounts fulfils this requirement. To remove misunderstandings and
ensure uniformity of practice, the Department considers it desirable to set out

the procedures that should be followed.

2. A comprehensive guide as to the types of Losses and Special Payments,
which are likely to arise, is contained in GANI, Chapter 18. If AOP is in any
doubt whether a payment falls within any of the categories listed, it should

seek further guidance from the Department.

DELEGATED AUTHORITY

3. The Chief Executive must seek Departmental approval to write-off each loss or
make a special payment in accordance with paragraph 10 below. Where
practicable, Departmental approval to write-off should be sought throughout
the year as soon as it is clear that losses require to be written off, and in any
event before 15 May of the following financial year. The Chief Executive
should however bring significant losses and special payments to the attention

of the Board as soon as practicable after the individual cases arise.

4. In cases involving theft, fraud, suspected fraud, or culpable negligence
on the part of a AOP employee, both the Department and the Comptroller

and Auditor-General should be notified immediately such a loss is discovered.



A brief report, which should indicate whether restitution has been made, will
suffice at this stage. A full report should be made later on the lines indicated in

paragraph 16, irrespective of whether the loss has been recovered.

5.  The Chief Executive must inform the Department of any case, irrespective of
the amount, which involves an important matter of principle or any novel
or unusual methods of fraud, or which contains lessons, which might be of
widespread interest or raises doubts as to the effectiveness of existing

systems.

6. In order to ensure consistency, the Chief Executive must seek the approval of
the Department for write-off of losses caused, or substantially contributed
to, by gross carelessness or negligence by a AOP employee, where the

question of full or partial recovery from the responsible employee arises.

7. The Chief Executive is required to monitor the position on losses and special
payments and to present an overall report to the Board annually, before
31 July each year in respect of the previous financial year, providing an
analysis of all losses and special payments, the reasons for them, and
outlining the measures that have been put in place to prevent or minimise

recurrence.

LOSSES

8. The prevention of loss is a prime objective of sound financial control and
therefore systems of control within the Council should be designed to prevent
as far as possible, losses of both cash and assets. Internal checks and regular
supervision should be designed to ensure that any loss, which does occur, is
detected as early as possible with remedial action being taken to prevent a
recurrence. Inventories of all valuable or attractive items of equipment and

furniture should be maintained. The adequacy of systems of control should be



the subject of continual review and may be examined by the C & AG and/or the

Department's Internal Auditors from time to time.

Action on discovery of a loss should include:

ending the loss and limiting its effect as far as possible;

attempting to recover the value of the loss (see also paragraphs 11 to14);

ascertaining the cause of the loss and correcting any weakness or fault in

the system of control or supervision;

establishing responsibility insofar as it may involve inadequate

supervision, negligence or misconduct on the part of any individual;

reporting the loss and the action taken to the appropriate authority;

reporting the material facts immediately to the Police in cases where

criminal offences are suspected;

taking action as at paragraph 4 above in cases involving theft, fraud,

suspected fraud, or culpable negligence on the part of a AOP employee;

recording the loss, if not at once fully recovered (paragraphs 18 and 19)
and seeking any write-off approval which may subsequently be required
(paragraphs 15 and 16). It should be noted that write-off of overpayments
does not necessarily prevent continuing action for recovery (paragraph 20);

and

noting the accounts as appropriate (paragraphs 21 and 22).



10. Details of main types of losses and special payments which are likely to arise,
and the limits above which Departmental write-off approval is required in any

single case are as follows:-

Losses

a. Cash Losses Delegated Limit - No Delegation

I Cash losses
Physical losses of cash and equivalents (e.g. bank notes, postal orders,

stamps) by any cause

ii. Bookkeeping losses:
- because of unvouched or incompletely vouched payments, including
cases where vouchers are missing;
- because of charges to Estimates or other accounts to clear

inexplicable or erroneous debit balances.

ii. Exchange rate fluctuations:
Losses due to fluctuations in exchange rates or revaluations of

currencies.

iv(a) Losses of pay, allowances and superannuation benefits paid to civil
servants and members of staff of non-departmental public bodies:
- overpayments due to miscalculation, misinterpretation of Acts,
regulations, regulations or scheme rules or the full facts not being

known;
- unauthorised issues, e.g. payments not admissible under the Acts,

regulations or scheme rules.



iv(b) Losses of pay, allowances and superannuation benefits paid to civil
servants and members of staff of non-departmental public bodies:
- losses arising from other causes, e.g. non-disclosure of full facts by

the beneficiary, short of proven fraud.

% Losses arising from overpayments of grants etc. arising from
miscalculation, misinterpretation of Acts, regulations or scheme

rules, or the full facts not being known.

Vi Losses arising from failure to make adequate charges for the use of

public property or services.

Losses of accountable stores delegated limit - No Delegation

- because of fraud*, whether or not it has been possible to charge anyone
with an offence, or proven or suspected theft, arson or sabotage, or any
other deliberate act (including repairable damage caused maliciously to
buildings, stores, etc, which is not the subject of an identifiable legal claim
against some person); wherever possible recovery must be effected and
prosecution mounted;

- losses arising from other causes.

In each case the amount of the loss would be the repair or replacement cost

less recoveries from insurance etc.

*All cases involving fraud must be reported to the Department

Fruitless Payments and Constructive Losses Delegated Limit - No

Delegation

A payment, which is unavoidable in that the recipient is entitled to it, although

nothing useful is received in return, may be classed as a fruitless payment or



a constructive loss. The vital distinction between them is whether or not the
liability was constructively incurred. Thus a fruitless payment is a payment for
which, strictly speaking, liability ought not to have been incurred, or could have
been cancelled in time to avoid liability. On the other hand, a constructive loss
may arise out of a payment for which liability was properly or constructively
incurred and maintained - for example when stores or services are correctly
ordered, delivered or provided, and are paid for as being in conformity with the
order but; owing to an error of judgement, change of policy or comparable
reason which cannot be attributed to a culpable cause, prove not to be needed

or to be less useful than when the order was placed.

Claims Abandoned or Waived Delegated Limit - No Delegation

Waiver of a claim implies a voluntary decision for a political, administrative or

other reason, not to present or pursue a claim which could properly be made.

Abandonment of a claim arises in any other case where a claim can properly

be made, and where payment is not received.

This would include:-

i a claim made (or which should have been made) for services rendered,

or other consideration given; or

ii. a claim arising from an actual or believed contractual or other legal
obligation of the contractor or other person (whether or not in fact

pursued).

SPECIAL PAYMENTS

e.

Compensation Payments Delegated Limit - No Delegation

(due under a Court order)



While prior Departmental approval is not required to the making of a payment
due under a Court Order such approval must be sought if the amount is above
the delegated limit before it can be accepted as a charge against public funds.
A full report should be made to the Department in any case where the
judgement of the Court carries implications of such importance that an appeal

may be appropriate.

In the case of an Out-of-Court settlement, the Department's prior approval
must be sought before a payment is made. In such circumstances the amount
of the settlement should be agreed provisionally with the claimant or his/her
legal adviser in terms which make it subject to the Department's approval.
Before approving the payment as a charge against public funds the
Department will wish to be satisfied, inter alia, that the Council acted in good

faith and taking into account legal advice.

The legal costs of the Council itself can be treated as normal administrative

expenditure not involving a loss.

Extra Contractual Payments and Ex Gratia Payments to Contractors - No

Delegation

Under existing arrangements any proposed payment of this nature must be
submitted for the Department's prior approval and these arrangements will

continue.

Ex-Gratia Payments (other than to Contractors) - Delegated Limit - No
Delegation
These would generally arise in circumstances where there is no legal
obligation to
make a payment but where there is a strong moral obligation to pay

compensation



for hardship or damage caused by the Council or its servants;
Ex-gratia payments to staff for the loss of, or damage to, their personal
property
may be made where:
a. theincident occurs in the course of the performance of official duties;
b. the articles lost or damaged are such as might reasonably be carried in
the
performance of those duties;
c. the loss or damage arises from fault or carelessness on the part of the
body and
the member of staff is not insured.
The payment should cover either the actual cost of repairing the article or, if
lost or damaged beyond repair, the value immediately before the incident, ie
replacement cost less depreciation.
Losses for which there is no Delegated Authority
There are two types of write-off for which there is no delegated authority under
GANI and for which prior Departmental approval is required before any
expenditure/write-off is incurred. These are:-
[ Compensation Payments

(a) Damage to staff property

(b) Where legal advise is not to fight a court action (unlikely to win).



i. Extra statutory and Extra Regulatory Payments — These are defined in
GANI as “ ...payments considered to be within the broad intention of
the statute or statutory regulation but which go beyond a strict

interpretation of their terms.”

RECOVERY OF OVERPAYMENTS
11. Annex | sets out the procedures for dealing with overpayments of pay,

pensions and allowances.

12. In the case of overpayments of grants or overpayments arising out of business
transactions with suppliers etc, full recovery should be pursued and legal

advice sought where necessary.

13. In considering legal action, the Chief Executive should take account of the
amount involved compared with the cost of legal action, and also the deterrent

effect of a test prosecution and advise the Board accordingly.

14. Automatic write-off procedures can come into operation for debts up to a £100

limit where:

a. the debtor’'s address cannot be established; or

b. the debtor’s address is known but there has been no response to
reasonable attempts at voluntary recovery action, e.g. 2 written

reminders - the final reminder threatening legal action.

WRITE-OFF APPROVAL
15. The Department may withhold authority for write-off if it is not satisfied with the
explanation given, and such action will be brought to the attention of the

Comptroller and Auditor-General.
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Losses

16.

Any request to the Department for approval to the write-off of losses must be

accompanied by a full statement of the facts. While it may not be practicable

to cover all the circumstances, reference to the special features of each case

should be made as necessary. The submission should normally include the

following details (where relevant) and should be accompanied by appropriate

supporting documentation:

a.

date of incident or the period over which the loss occurred;

the causes to which the loss is attributed, including any defects of control;

date of notifying Police:

i. by telephone;

ii. inwriting;

nature of loss or damage sustained;

amount of loss, or cost or estimated cost of making good the damage;

valuation of a “stores loss”

summary of remedial action taken;

summary of Police action taken, including outcome of any Court

Proceedings;

whether a Chief Constable’s Certificate would have been issued;

11



details of any steps taken to minimise the recurrence of similar cases,

including any improvements necessary in the systems of control;

details of AOP’s proposals for minimising the risk of future losses where

major reorganisation is required;

a note of any improvements made in security arrangements;

details where appropriate of the current recovery position (see also
paragraphs 11 to14);

details of any potential recovery from other sources;

a note of any disciplinary action taken; and

any other relevant details.

Special Payments

17.

Requests for approval to make special payments should be accompanied by

full details and should include the following information:

the nature and the amount of the payment involved, including solicitor’s

costs;

details of any legal advice sought;

details of the reasons or circumstances necessitating the payment;

whether any other payments could arise if such a payment was made;

12



e. details of any steps taken to minimise the recurrence of similar cases,

including any improvements necessary in the systems of control; and

f. any other significant aspects.

RECORDS

Losses and Special Payments Register

18. As losses and certain special payments must eventually be noted in AOP’s

19.

accounts, it is essential that an accurate record of such transactions be
maintained in the form of a Losses and Special Payments Register, which
should be available to auditors. The Register should, as appropriate, contain
details listed at paragraphs 16 and 17 and the date of relevant approvals by
the Department. AOP should have procedures in place to ensure that the
Register is subject to proper and regular review, including scrutiny by its own

internal audit personnel.

While the Losses and Special Payments Register should indicate the total loss
due to vandalism and window breakages at all locations, individual window
breakages need only be recorded where an incident costs £300 or more at one

location.

Claims Register

20.

Where a cash loss has been formally written-off and noted in the accounts, but
continuing efforts are being made to secure recovery, the item should be
removed from the Losses and Special Payments Register to a Claims Register
to ensure that recovery is not overlooked. The Claims Register should be
subject to regular review and scrutiny to ensure that recovery action is

pursued.
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Notation of Accounts

21.

22.

It is important that losses and special payments, as required, are noted in the

losses and special payments sections of the accounts at the earliest possible

time. The following procedures should be followed:

a.

When a loss is discovered the usual recovery action should be

commenced and the Losses and Special Payments Register noted.

All recoveries should be credited to the relevant expenditure heading; any
recovery in relation to a single case which exceeds £1,000 in a financial
year other than the year in which the overpayment was made, should be

surrendered to the Department.

If at the closure of the account the loss is known to be irrecoverable, or
no firm arrangement exists or is contemplated by both parties for
recovery, or the anticipated recovery does not take place in full, the loss

should be written off and noted in the Statement of Losses.

Where appropriate, the loss should be removed to the Claims Register

and continuing efforts made to secure recovery.

Details of all special payments should be recorded in the Losses and

Special Payments Register.

The following losses and special payments need not be noted in AOP’s annual

accounts, but all other normal procedures including write-off should be

followed:

a.

constructive losses;
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extra-contractual payments other than those of an ex-gratia nature or

those in which there is doubt about the legal liability;

compensation payments other than those of an ex-gratia nature; and

loss of stores by deterioration if it amounts to less than £100,000 and is

not due to some defect in administration.
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APPENDIX 2 - Annex |

TREATMENT OF OVERPAYMENTS OF SALARIES, WAGES AND
ALLOWANCES

GENERAL

1. It is of primary importance in the prevention of overpayments that all staff
concerned with the computation and payment of salaries and wages should be
fully conversant with the circulars, orders or instructions which govern
remuneration. Where manual systems are in operation there should be
adequate checking procedures. If the salaries/wages are processed by
computer, the staff should be properly trained in its use and there should be

adequate checks on input and output.

2.  Overpayments due to clerical errors, misreading of salary scales etc. should
cease immediately on discovery and a correct rate of salary should be paid in
all further payments. In the case of an overpayment due to an error in a
contract of service (eg wrong pointage etc) the contract should either be varied
by agreement with the employee concerned so as to incorporate the correct
terms or be terminated at the earliest possible date (with the appropriate

notice) and a new contract drawn up containing the correct terms.

RECOVERY OF OVERPAYMENTS

3.  Overpayments involving small amounts due to minor clerical or arithmetical

errors should be adjusted in the next instalment of pay.
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4. In all other cases the person overpaid should be invited to repay unless this
would involve expenditure disproportionate to the amount overpaid (eg in

tracing someone who has left the employment).

5. If the person is reluctant or refuses to pay, the following will have to be

established:

I. the good faith or otherwise of the recipient in relation to the amount

overpaid;

ii.  whether repayment would cause hardship; and

iii. whether the overpayment is recoverable by process of law.

RECEIPT IN GOOD FAITH

6. The question of good faith involves an element of subjective judgement. The
Conditions governing pay, pension and allowances are seldom simple and it
may be unreasonable to assume that all individuals should know so precisely
how their pay is calculated or what factors may augment it, that they can
themselves immediately discern an overpayment. A refusal to repay based on
the argument that the money was received and spent in good faith should
therefore be accepted unless there is a strong presumption of lack of good
faith.

7.  In general therefore the following should be applied:

I. Where money has been received in good faith the recipient should still be

asked to repay but if the money has been spent, no action to enforce

repayment need be taken if the employee is unwilling to repay voluntarily.
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Similarly, if the money has been received in good faith and has not been
spent but the employee has, in the belief that he/she is entitled to the
amount in question, entered into commitments which he/she would not or

might not otherwise have entered into, repayment need not be enforced.

Where the money has been received in good faith but has not been spent
nor commitments entered into and there is no hardship, the question of

recovery should be considered.

As a general rule, in a case of good faith, if an overpayment extends back
over several years and was the result of an error on the part of the
employer which could have been avoided, the recipient should be invited
to repay only the last 12 months The overpayment amount in respect of

the previous years should be submitted for write-off.

Where however the overpayment was of a lump sum nature (eg a

superannuation lump sum benefit) or the overpayment ceased some time

before discovery, the payee should be asked to repay as follows:-

TIME ELAPSED SINCE AMOUNT TO BE
OVERPAYMENT MADE RECOVERED
(OR CEASED)
up to 1 year *full recovery
1to 2 years *half
2 to 3 years *one-third
3 or more years no recovery

*of the last 12 months of the overpayment if not a lump sum
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RECEIPT IN BAD FAITH

8. Lack of good faith can be assumed if the person overpaid has suppressed a
material fact, disclosure of which directly affected his/her entitlement. In such
cases there may also be an element of fraudulent representation calling for
disciplinary action. Again there may be cases where the error is so obvious,
such as an extra nought on pay slip, that no one could claim that he/she had
received the money in good faith. In other cases however it may be much
more difficult to establish presumption of lack of good faith and the employer

should bear in mind such factors as the extent to which:

I the basis upon which the person's pay etc. was determined had either
been explained to him/her or was readily accessible to him/her in, eg a

handbook in his/her possession;

ii. the actual payments made depended upon his/her circumstances,

changes in which he/she was required to notify to the Council; and

iii.  his/her receipts from the source of income giving rise to the overpayment

tended frequently to vary, eg overtime.

HARDSHIP

9. Repayment may be waived if it would cause hardship. In considering whether
recovery would cause hardship, judgement should be based on hardship as
distinct from inconvenience. Waiving of repayment should be treated as a
cash loss and where required, application for write-off should be made to the

Department.

RECOVERY BY COURT PROCEEDINGS
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10.

If the case is one in which legal proceedings may be necessary the matter
should be referred for legal advice. It is often necessary at this stage to decide
whether or not the mistake, which led to the overpayment, is one of law or of

fact.

In broad terms a mistake of law arises when a person, having full knowledge of
the relevant facts, comes to an erroneous conclusion as to the legal effect.
Thus an overpayment arising from a misconstruction of an Act of Parliament,
or in the case of individual's misconstruction of an Award, Pay Regulation,
Warrant or comparable document such as the Pay and Conditions of Service
Agreements, is likely to be a mistake of law. This is the case even if the
mistake arose by reason of a mistake or ambiguity in the construction of the
relevant document since the Courts have held that such a mistake is
analogous to a mistake of law. Also, it should be regarded as a mistake of law
if the perpetrator of an error was not aware of the relevant law or instruction.
The test as to whether a mistake of fact has occurred is not that there has
been a misapplication of an Act of Parliament, Award, Regulation, etc., but that
an action has been taken by a paying authority, which is inconsistent with the

facts. Examples of mistakes of fact are:-

a. procedural and arithmetical mistakes, eg putting the right rate into
payment with the wrong beginning date, or adding a sub-total to its
constituent items;

b. computer input errors, eg wrong dates or indicators entered or keyed
from forms, or transposition of figures leading to wrong amounts being
calculated by the computer;

c. other clerical errors or forgetfulness.

As this is often a difficult distinction to make, it is best to seek legal advice,

although in the case of a small sum of money, this may not be cost-effective.
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