
Relationships 

Financial Inspection and PIƒC 

Robert de Koning 
www.pifc.eu 
 
Rome, 16 March 2012 
Ministry of Economy and Finance 
State General Accounting 
Department 

16/03/2012 1 



1. WATCHDOGS IN THE PUBLIC SECTOR 
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1. Parliament and Supreme Audit Institution (SAI) 
2. Ministry of Finance (Central Inspection Services AND 
Central Harmonisation Unit) 
3. Operational ministries and Finance Management and 
Control Directorates (FMC) 
 - Ex ante financial control 
 - Decentralised ex post financial and operational 
 inspection  (veterinary, health, etc.) 
 - Internal audit (functionally independent) 
4. Central Financial Inspection (independent) 
5. Anti-fraud organisation (independent) 



2. PIƑC CONCEPT 
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1. Managerial Accountability (decentralised) 
1. Financial Directorate for budget, accounting, ex ante financial 

control, inspection services, audit trails, risk assessment policies, 
maintaining  quality of IC systems, performing self-assessments 
etc. etc. 

2. Internal Audit (decentralised and functionally independent) 
1. Performing  financial audit, systems-based audit, performance 

and IT audits 
2. Giving advice to manager on quality of IC systems 
3. Reporting to highest manager, to CHU and to central inspection, 

where needed) 
4. No punishments, no managerial accountability 

3. Central Harmonisation Unit (centralised) 



3. MANAGERIAL ACCOUNTABILITY 
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1. Delegation 
1. Delegation arrangements (policy); 
2. Existence of FMC directorate on same level as DGs; 
3. Improve governance and performance rather than detail and routine 

management; 
4. Clear job and responsibility descriptions 

 
2. Risk analysis 

1. CHU co-operates with drafters of Public Administration Reform to 
remove legal barriers; 

2. CHU explains the concept to management and helps open attitude 
towards admitting existing risks; 

3. Risk identification, evaluation, classification, assurance of risk 
appetite and risk response 

4. Risk analysis and response serves to move from compliance to the 
three E’s: economy, efficiency and effectiveness 
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4. CENTRAL HARMONISATION UNIT 

Functions: 
 
1. Co-ordinating and harmonising PIFC (or internal audit) policy for 
entire public sector; 
2. Raising awareness of all stakeholders; 
3. Networking; 
4. Gap analysis of IC landscape benchmarked against int’l 
standards; 
5. PIFC Paper; 
6. Drafting primary and secondary legislation; 
7. Drafting manuals, regulations , IA charter and Code of ethics; 
8. Performing as centre of excellence; 
9. Organising training of controllers and auditors (certification); 
10. Visibility, visibility and visibility 
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5. FINANCIAL INSPECTION AND 
INTERNAL AUDIT (1) 

How to define financial inspection? 
 
FI performs ex post control activity, 
reporting to a central organisation, aiming 
at investigating serious failures and 
irregularities; administratively sanctioning 
those responsible for wrong-doing 
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6. FINANCIAL INSPECTION AND 
INTERNAL AUDIT (2) 

Basics: 
1. Subordinated to MoEF or independent? 
2. Remit to entire public sector, including beneficiaries; 
3. Activity is compliance, not to the three E’s? 
4. Focus on potential risks of fraud, corruption, etc.) 
5. Annual programme based on third party complaints; 
6. Requests for FI to go to Minister, who decides on action; 
7. FI investigations until prosecution takes over; 
8. FI reports to be given to Minister for final decision; 
9. FI proposes penalties and makes recommendations for system 

improvements; 
10. FI has intelligence data base with actual and major risks 
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7. SOLUTIONS IN FRANCE 

1. New organic Budget Law in 2001, introducing « internal audit », move 
away from ex ante financial control, introducing CIAP, an inspection body 
performing programme audits (ex ante) on state level. 
 

2. In June 2011, the MoEF established a control and internal audit body 
attached to management of all ministries (SG) 

1. Internal audit is independent and objective and gives assurance to 
minister about his IC systems as well as advice; 

2. CHU established for IA in each ministry; 
3. In each ministry an audit committee, defining audit policy, ensures IC 

quality, manages risks, approves IA missions and follow-up of the 
audit recommendations 

4. Composition of committee members 
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8. EU MS COMPENDIUM OF PUBLIC 
INTERNAL CONTROL 

In 2012 EC DG Budget produces a Compendium on PIC  systems in all the 27 MS: 
http://eceuropa.eu/budget/events/pic2012_en.cfm 
Objective: basis for discussions on international IC and IA developments and 
good practice in the public sector; benchmarking against int’l standards and peer 
discussion about common problems and challenges 
 
Feb 2012 Conference on PIC systems in EU MS: main conclusions: 
 1. How to best introduce managerial accountability and make IA 
 interesting to management; 
 2. How to improve IA (materiality of audit findings, quality of audit 
 recommendations and making them acceptable to management 
 3. creation of platform for national organisations dealing with PIC 
 systems (working groups and regular conferences) 
 

http://eceuropa.eu/budget/events/pic2012_en.cfm
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9. CONCLUSIONS 

1. Gradual but irreversible introduction of int’l standards (IIA, 
INTOSAI,  IPSAS) in 27 EU MS, emphasis on better service by 
public organisations towards its clientele, set-up of internal audit 
services and making the manager responsible for the well 
functioning of his services; 

2.  There are  problems in implementation, of awareness and 
appreciation by management, resistance against functional 
independence of IA, misunderstanding and even misuse of IA; 

3. Important are training and certification; explicit support by top-
management (cabinet and ministers) and support from the SAI. If 
all this is lacking: uphill battle; 

4. Need for strict separation between inspection and IA; overlap to 
be avoided; otherwise counterproductive for the entire system 
(Turkey in the late 1990s) 
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10. RECENT CHANGES IN TURKEY 

Some questions for discussion: 
 
Ministry of Finance (DG BUDGET): 
 1. Recent revision of PIFC paper? 
 2. Clarification of relationship between FI and IA? 
 3. Clarification of status Internal Audit Co-
 ordination Board and  CHU? 
 4. PFMC Act (5018) revised? 
 4. Has MoEF Inspection changed into tax inspection 
 body? What are the consequences? 


