
SECTION 6  IMPROVIN G TH E MANAGEMEN T 
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6.1 Strengthenin g audi t systems 

6.2 Reformin g financial management 
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6.1 Strengthenin g audi t system s 

The contex t fo r chang e 

Accountability i s a key factor tha t influences the level of trust that citizens have in 
the government which serves them. I t involves not only compliance with financia l 
accounting procedures but a commitment t o keep the public informed o f its policies 
and performance. Publi c secto r auditin g system s shoul d suppor t thi s thrust . 

Enhancing the  internal  audit  function 

The Audito r General' s Departmen t recognise s th e nee d t o shif t fro m purel y 
financial audit s t o comprehensiv e o r valu e fo r mone y audits . Apar t fro m th e 
legislative amendments required to effect thi s change there is a need to enhance the 
internal audit function i n the public service. Interna l auditing is a useful tool  which 
provides management with information o n the progress of the organisation towards 
the achievemen t o f it s objective s withi n a n approve d budget . To p managemen t 
must have the assurance that a mechanism exist s within the organisation which ca n 
supply them with timely, accurate, relevant and complete information. Th e internal 
audit ca n giv e thi s assuranc e an d i s th e lin k betwee n to p managemen t an d 
management a t operating levels . Interna l audi t can also assist line management b y 
assuring the m tha t adequat e financia l an d managemen t control s hav e bee n 
established an d are operating effectively. I f not, the internal audito r can advise as 
to weaknesses in the system of internal control and recommend appropriate remedial 
action. 

Internal audi t i n the Trinida d an d Tobag o Publi c Servic e has encountere d severa l 
problems. A  comprehensive repor t don e by the Auditor General' s Departmen t o n 
the interna l audi t functio n i n governmen t ministries/department s an d Statutor y 
Boards i n 198 7 noted that : 

(i) Mos t senio r manager s wer e no t awar e o f th e specifi c function s t o b e 
carried ou t b y the interna l audi t staff . Consequently , thei r service s wer e 
often under-utilise d and/o r mis-used a s they were assigned dutie s outsid e 
the scop e o f interna l auditing . 

(ii) Man y o f the interna l audi t unit s in the public service were not staffe d b y 
appropriately qualifie d personnel . Staffin g requirement s wer e no t base d 
on well-defined audi t plans . 

(iii) Audi t plan s di d not includ e al l area s o f the entities ' operations . 
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(iv) Periodi c audit reviews and updating of programmes wer e not undertaken . 

(v) Ther e wa s a  lack o f audi t manuals . 

The report therefore conclude d tha t grea t reliance could not be placed a t that time 
on the work o f the interna l audit , i n providing Attes t an d Certification audits . T o 
date, whil e ther e ha s bee n som e improvement , ther e i s nee d fo r institutiona l 
strengthening o f the interna l audi t functio n i n the public service . 

Establishment of  Audit Committees 

In the private sector, Audit Committees ac t as advisory bodies to the Board and/o r 
senior management o n issues relating to internal and external audit and on financia l 
and othe r accountabilit y responsibilities . A n Audi t Committe e complement s th e 
relationship betwee n interna l audi t an d th e Chie f Executiv e Officer , furthe r 
safeguarding th e independenc e o f th e interna l audit . The y als o overse e interna l 
audit's activity , thereb y helpin g t o increas e th e effectivenes s an d valu e t o th e 
organisation o f the interna l audit . 

Audit Committee s ar e a recent developmen t i n the public sector . The y have been 
used in the conduct o f comprehensive audits , however they could perform a  useful 
role with respec t to the interna l audi t function . Interna l auditor s a t present repor t 
to the Permanent Secretary/Accounting Officer , bu t it is conceivable that they could 
report to an Audit Committee. Th e Committee would supervise the implementation 
of recommendations mad e by the internal auditor and provide liaiso n with external 
auditors. Membershi p o f that Committe e coul d includ e suitabl y experience d an d 
qualified person s fro m outsid e th e ministry/department , thereb y providin g a n 
independent perspective . 

Introducing Computer  Audits 

Bearing in mind the increasing use of computers i n government organisations , i t is 
recognised that dat a emanating fro m thes e systems i s used as a basis for preparin g 
information fo r management , thereb y influencin g th e decision-makin g process . 
Consequently, greate r emphasi s need s t o b e place d o n control s surroundin g th e 
computer system to ensure reliability of information. A s computer systems change 
and develop , th e control s associate d wit h th e system s mus t evolve . I t i s als o 
necessary that management an d auditors understand the technology o f the controls 
to perfor m effectively . Th e audito r shoul d hav e th e necessar y tool s i n orde r t o 
exercise reasonable and prudent judgement when evaluating existing controls. Thi s 
aspect of computer auditin g relates to security. Ther e i s also the use of computers 
as an audit tool, that is the ability to use a software applicatio n to assess and verif y 
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accounting procedures and ultimately verify financial  data . Currently , the Auditor 
General's Departmen t ha s limite d capabilit y t o audi t i n th e are a o f compute r 
security an d i s lackin g both i n th e are a o f equipmen t an d technical knowledg e t o 
undertake a  computer applicatio n audit . 

Implementing chang e 

Enhancing the  internal  audit  function 

It i s increasingly accepte d withi n governmen t that : 

(i) th e interna l audi t functio n i n th e publi c servic e shoul d b e clearl y 
distinguished a s a  separate caree r path ; 

(ii) trainin g in the latest methodologies, techniques and procedures of internal 
audit shoul d be provided ; 

(iii) ne w recruits must meet minimu m educationa l requirements relative to the 
internal audi t function ; 

(iv) senio r positions within the career path of internal audi t should require the 
holders to be Certified Interna l Auditor s o r have a  similar qualification . 

Establishing Audit  Committees 

Further consideratio n shoul d b e give n withi n th e Trinida d an d Tobag o Publi c 
Service t o th e establishmen t o f Audi t Committees . Th e proposa l shoul d addres s 
terms o f reference, membershi p an d guideline s fo r operation . 

Introducing Computer  Audits 

It will  b e necessary to : 

(i) trai n staf f i n informatio n system s an d technolog y an d compute r audi t 

software applications ; 

(ii) acquir e the necessary hardware ; an d 

(iii) develo p guideline s fo r compute r security . 
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6.2 Reformin g financial management 

The contex t fo r chang e 

If Permanen t Secretarie s ar e reall y t o manag e thei r ministrie s an d b e full y 
accountable fo r thei r organisations , they  need to have greater financia l flexibility. 
Public servic e manager s nee d t o becom e mor e acutel y awar e o f th e financia l 
implications and/o r repercussion s o f the decisions they make . 

Implementing chang e 

It ha s bee n recognise d tha t th e refor m o f financia l managemen t i n th e publi c 
service, must undergird any other aspect of reform. However , in the current climate 
of economi c recessio n an d decreasin g revenues , th e Ministr y o f Financ e ha s no t 
been abl e t o adop t th e bol d an d sweepin g measure s necessar y t o achiev e tha t 
objective. However , discussion s hav e bee n conducte d aroun d som e initial , 
incremental step s whic h ma y b e take n toward s achievin g refor m i n financia l 
management. Th e area s being explore d a t present are : 

achieving a n outpu t orientation , i.e . encouragin g ministrie s an d 
departments to focus on outcomes rather than procedures in getting the job 
done; 

accrual accounting as opposed to the cash-based accounting methods which 
are used a t present ; 

activity-based costin g which identifies the cost of each activity performe d 
by th e organisatio n an d allow s securel y base d decision s t o b e mad e 
concerning activitie s which may b e eliminated ; 

improving procuremen t procedures ; an d 

improving estat e management . 

It should be noted, however, that it is uncertain how the shrinking revenue base will 
be abl e to meet th e demand s o f an accrua l accountin g system . 

Discussions and , where necessary, training sessions with the Permanent Secretarie s 
and other ke y personnel will  be planned.  Particula r discussions wil l be necessary 
with th e Ministr y o f Finance concerning appropriat e delegatio n t o ministries . 

78 


	Section 6: Improving the Management of Finance
	6.1 Strengthening Audit Systems
	6.2 Reforming Financial Management




