


In order to enhance the effectiveness of the audit, the
political financing audit unit took upon itself an extremely
bold and far-reaching undertaking. It developed a
comprehensive computerised infrastructure which
included both the reporting by the political actors
themselves and the subsequent auditing of those

reports by accountants and auditors. Much painstaking
work was invested to create and delineate the proper
categories and typologies of income and expenditures, in
accordance with the relevant legal norms and principles.
Then, the system had to be set up in a way that would be
user-friendly for all the different users - from politicians
and treasurers to accountants, bookkeepers and auditors.
Finally, the system had to be multi-functional and tailored
to achieve its various purposes, culminating in the
production - via the system itself — of distinct reports,
including all the specific findings concerning each and
every political actor.

This new system was used for the first time during the
municipal elections held in Israel in November 2013.
Approximately 1,500 local lists running for office, using
codes received from the State Comptroller’s Office,
reported via the computerised reporting system every
contribution received and expense paid - all in real-time.
The contributors’ details and amount of contributions
were reported online on the state comptroller’s website
for all citizens to see. After the elections, the final financial
report of each list was produced via the system, using
the data entered and submitted to the state comptroller,
along with all relevant documentation.

The next stage is the audit. Accountants and auditors
compared the data that had been entered online during
the election campaign with the final report submitted and
with the underlying documentation. Discrepancies and
findings were then entered into the computerised system,
and notices were produced via the system and sent to
each political list, detailing the preliminary findings of the
audit and requesting their response in specific matters.
Later, findings could be corrected in accordance with

the responses and documents received. The final report
regarding each list was produced via the computerised
system, including all the necessary text for publication and
all the specific findings relevant to that list, as well as any
monetary fines laid due to the list's misconduct.

The success of the audit of the municipal elections has
emboldened the political financing audit unit, which
began working towards adapting the system to the
specific norms relevant for audit of primary elections and
for parliamentary elections. In fact, during the present
election season, both primary candidates and the political
parties themselves began reporting contributions and
expenditures via the computerised system.

This is just another example of how the state comptroller
of Israel is making use of new technologies and new
systems in order to develop better tools for conducting
the state audit and for bringing its findings, in a timely
and efficient manner, to the attention of the Israeli public.

For further information, please contact Dr Isaac Becker on
itz_beck@mevaker.gov.il
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The State Audit Office of Latvia (SAO) has launched
three new public relations initiatives this year. The first

is a video blog on our YouTube channel. The purpose of
this blog is to inform society about the findings revealed
during the audits of the SAO. Through this blog, the
main conclusions are circulated in a professional news

format at the same time as publication of the audit report.

The video is created in cooperation with multimedia
students from the leading Latvian university. Such a
collaboration helps to avoid “audit speak’and makes
the reports comprehensible for broad audiences. In the
video, the story of the audit is told in a dramatic style. It
highlights the main issues in the audit, provides detailed
background information, and says what is going to
happen with the audit. It is not only an official’s speech
but dynamic, using modern montage, shots from the
audits and comments from the public.

During an audit, auditors are encouraged to record
the main issues they plan to reveal and look for ways
to illustrate potential results, both in photo and video
format. This helps in the completion of the video. This
innovation is accepted by the SAO employees with
enthusiasm — they gladly generate ideas and make
further proposals.

Distribution of the video takes place using a range of
pathways. The videos are uploaded on YouTube. The
hyperlink is shared among the biggest Latvian media, as
well as with local governments and non-governmental
organisations that were involved in the audit. The video

is also available on the SAO’s homepage and is posted

to the most popular social networks in Latvia, including
Twitter, which is used by 90% of Latvian politicians, media
people and leading authorities.

Illustration is another form of public relations innovation
used to promote the SAO’s audit findings. The Latvian
media illustrators and infographic designers strive to
present the complicated audit reports as comic strips

or works of art. For example, they have illustrated the
work of the SAO with a poster created by the recognised
Latvian artist Ernests Klavin$ and used during the recent
Contact Committee meeting in Luxembourg.

The third new part of the public relations strategy is

the recruitment of Mrs llva Liepina-Milzaraja, a TV news
moderator from the state news channel in Latvia. She is
highly regarded by the public and using her to anchor
presentations of the SAQ’s audit results and opinions
increases the credibility of our work and helps us receive
high levels of approval by the public.

Communicating in these ways fully justifies itself as
formerly complicated reports can now be accessed
and understood by citizens without prior or
specialised knowledge.

Looking to the future, we expect that these forms of
communication will help to promote more prudent and
effective handling of taxpayers’ money. None of the
officials or politicians like to be under the spotlight of a
video story which is widely shared on social networks —
especially when they are depicted as money wasters or
unskilled managers, and even more so if the story is told
by a popular TV personality.

For further information please contact Ms Marija Solosenko
on Marija.Solosenko@Irvk.gov.Iv.




The National Audit Office of Lithuania (NAOL) is
enhancing its office performance by introducing

new standards, approaches and practices in its daily
operations. One of the latest examples of this is the IT
strategy adopted by the NAOL for 2015-2020. In line

with the work of the EUROSAI IT working group and *IT
self-assessment’tool launched in 2003, the development
of the NAOL IT strategy was supported by ISACA COBIT
methodology, and each level of the specific goals cascade
of the IT strategy was shadowed by the corresponding
levels of COBIT-generic goals cascade. This helped ensure
the alignment of: business goals, contained in the NAOL's
Public Audit Strategy; the IT goals; and relevant metrics at
each stage of the cascade.

Aligning with the COBIT cascade helped us to adjust

the lower goals, of the cascade — down to process
activity goals which together with corresponding metrics
are essential for annual implementation plans for the

IT strategy.

The NAOL was one of the advocates that IT strategic
planning should become a norm in the public sector.
Having applied IT strategic planning since 2002, the
NAOL was aware of the value it can bring for the office.

In 2006-07, when the NAOL started executing its

first IT performance audits at the state level, the
recommendations issued in these audits were aimed at
strengthening the design and performance of IT functions
not only at institutional levels, but also at the national
level. Following the recommendations, the national

Law on Management of State Information Resources was
adopted, setting IT planning as a legal requirement for
public institutions that are in charge of the governance and
management of the key national information resources.

Leading by example, the NAOL decided to prepare its
own IT strategy even though this was not required by

the Law. In addition to the main internal objective of the
NAOL - to keep constantly improving internal processes —
two external objectives are also important:

to be among the leaders of public administration
institutions, demonstrating to auditees that the modern
methods and practices the NAOL recommends are real; and

to encourage auditees to be actively looking for
possibilities to improve their own performance.

For further information on IT strategy aligned with
COBIT, please contact Dainius Jakimavicius on
dainius.jakimavicius@vkontrole. It
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In 2012 the Office of the Auditor General of Norway
(OAGN) ended a four-year journey of developing a new
Audit Management System (AMS). The system is based
on a Microsoft SharePoint 2010 platform, which was
implemented in the organisation the same year. The
purpose of the AMS was to create a system that would
increase efficiency in the audit work by:

supporting all audit types in OAGN (financial audit,
performance audit and corporate control) in the AMS;

being flexible to changes in audit methodology; and

improving document management and
information-sharing of the audits.

The OAGN has defined some values that apply to the
whole organisation: the organisation (and the auditors)
should enforce team spirit, openness and respect, and be
objective, independent and competent throughout their
audits. The new AMS enforces these values by opening
up the audit documentation for all audit types during
and after the audits are completed. Once the document
is created in the AMS, it is open for everybody to read.
This openness in the audit work in the AMS is breaking
the barriers between the audit types, and enforcing
greater information- and knowledge-sharing and learning
between the audits.
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In addition to being an AMS for all audit types and
improving information-sharing, the AMS provides:

improved search and document management of
the audits through the use of metadata;

integration with OAGN’s archive system (based
on Public 360);

the possibility to work offline with checked-out
documents;

workflow capabilities for review and approval
of documents;

unified templates for all audit types;

templates that help ensure the audits are
ISSAl-compliant; and

document management features that reduce the
amount of duplicated files.

For more information on the AMS in OAGN,
please contact Thomas Rognes on
Thomas.rognes@riksrevisjonen.no.




Since 2008, the Tribunal de Contas (Court) has been
implementing an electronic platform aiming, from 2015
onwards, at being the sole means through which some
7,500 audit entities, including public enterprises, can
submit their annual accounts to the Court.

The main purpose of this initiative was to increase the
transparency of the process of submitting public accounts
and to allow our SAl to have maximum and immediate
access to financial information.

This innovative process started with the electronic
submission of accounts by central, regional and local
public administrative entities. It went further with the
incorporation into the system, in 2010, of embassies and
consulates and, in 2012, of administrative (autonomous)
public sector institutions. In 2014 it reached public
business sector entities’accounts from the local sector.

Our planning and execution of financial audits, internal
checks of financial statements (verificagdo interna de
contas) and, ultimately, the enforcement process of
liability for financial infractions (the Court’s jurisdictional
function) already benefited from the increased accuracy
and timely delivery of financial information through the
above-mentioned electronic platform. While previously
the public accounts were submitted before the Court with
the same layout, the information now received is easier
to store, more harmonised and standardised, and is of a
higher quality. Since 2008, the volume and the timeliness
of information has been increased and entities and/or
subject areas under our SAl's financial control are now
assessed with the help of the platform and quickly listed
according to their risk level.

ﬁ%%

TRIBUNAL
DE CONTAS

ZoXIs7

All'in all, the control activities of the Court have been
substantially strengthened. It now has an instrument
that improves the quality of the financial information
available, that is, the quality of the Court’s control both
in planning and auditing. It allows our SAl to better
influence auditees’ awareness of the current and future
financial and economic consequences of present-day
decisions. It also promotes greater awareness of the
liability in the public sector finances, while better
controlling the process of submitting public accounts.

For further information, on the electronic platform
for submitting public accounts please contact
JoaoCardoso@tcontas.pt; JuliaSerrano@tcontas.pt

In 2011, the Court conducted an audit examining
governance in public sector enterprises.

This audit sought to:

compare the internal audit (IA) function in public
sector enterprises against international best practices;

determine the influence of governance models,
namely the existence of an IA Commission in the
audited enterprises; and

evaluate the role of the IA function in public
enterprises’ governance structures, in particular
its relations with Audit Commissions.

1 See abstract of Audit Report n.° 8/2011, in English, at: http://www.tcontas.pt/en/reports/audit_report_08-2011-2s_abstract.pdf
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The audit highlighted the existence of performance
deficiencies in the IA function of several public companies
and the need to update legislation. We also indicated to
the Institute of Internal Auditors the need for a clearer
prioritisation in the use of Internal Audit to improve
management processes. Since |A was limited to a mere
supervision of internal control systems, it did not comply
with international best practices.

Following the audit, the principles of good governance
applicable to state-owned enterprises began to be
integrated in a legal diploma (Decree Law 133/2013,
of 3 October) laying down the principles and rules
applicable to the public sector enterprises.

In addition, the audit also recommended that the
government, as the supervising entity/shareholder:

promulgate and publicise, particularly on the
Internet, a guide on good practices;

advise entities about IA functions and principles of
good governance;

improve the role and contribution of Internal Audit
in governance systems; and

aggregate the standards and principles issued by the
Institute of Internal Auditors and already enshrined in
national legislation.

The Court also recommended to the companies’ boards
of directors the reviving of the IA function and provision
of the necessary skills for it to play a significant role in
evaluating the effectiveness of risk management and of
control and governance.

2 CMVM -The Portuguese Securities Market Commission.

As a result, in 2014, the Board issued a Code of
Corporate Governance. Hence, all entities belonging

to the public enterprises sector have now a benchmark
of good governance, regardless of the scope of

article 229 of CMVM.?

This was an innovative approach adopted by our

SAl since among those consulted prior to the audit

and having similar control functions on public sector
enterprises only a few of them had addressed this issue
by the time. Additionally, this audit provided, through a
cross-sectional evaluation of the ‘internal audit’ function
in public sector enterprises, information and guidance in
order to appraise the government of the effectiveness of
internal controls in that sector.

For further information, please contact Mr Antonio Garcia
on AntonioGarcia@tcontas.pt




In order to improve the efficiency of the Romanian Court
of Accounts (Court)’s activities, the IT department has
implemented an online tool to solve all requests coming
from the auditors. This includes problems encountered by
auditors while using the IT applications or IT equipment.
With this new tool, the requests are registered online and
directed to the IT department to be prioritised and solved
as soon as possible. The time saved this way is now used
in audit activities.

The purpose of the helpdesk application is to quickly
solve the complaints encountered in the operating
system of the Court. This includes the existing software
installed on both personal computers and servers located
in the central structure or in the 42 county offices.

With the introduction of this application, the length and
the number of phone calls and the cost of communication
to the IT department has been significantly reduced. The
complaints received this way by the IT experts are solved
promptly with minimum costs. Moreover, the application
offers to all of the Court’s IT system users the possibility

to view the database containing all solved complaints. It
uses this system, if similar cases are encountered, to avoid
the registration of new tickets on an already solved topic.

The need to enhance the transparency and accountability
of the Court has led to a greater openness to the public
and civil society. Each year the reports on the public
finance of the local administrations, which are issued by
all 42 county offices, are published on the Court’s website.
These reports represent a synthesis of all audit missions
and thematic controls carried out at the local public
administration level. They include:

information on the budget implementation
at the local public administration level;

information on the types of audit missions and
thematic controls carried out and the types of
documents issued; and

the objectives and main findings resulting from the
audit missions and thematic controls.

Those who have access to this database include: the
management of the controlled and audited entities;
stakeholders; the mass media; and citizens.

Since the launch of this database, the Court has received
a great amount of feedback confirming the fact that
these reports are considered useful by the public and
civil society.

For further information please contact Mr Cornel
Constantinescu and Mrs Roxana Seitan on
cornel.constantinescu@rcc.ro and roxana.seitan@rcc.ro

As part of its institutional transparency policy, the
Romanian Court of Accounts (Court) issues its own
half-yearly specialty publication, the Romanian Court
of Accounts Journal. The Journal is a core part of the
Court’s communication strategy and is distributed to
all the Court’s stakeholders - including staff, parliament
and government.

As a member of INTOSAI and EUROSAI, the Court makes
the Journal available in both English and Romanian so
that it can have a wider readership and disseminates the
report via printed and website versions.
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Besides the specialty articles written by the Court’s
auditors, from both the central and territorial offices, we
take the opportunity to use the Journal to publicise the
INTOSAI Journal. Thus, in every issue of our Journal, special
space is dedicated to a synthesis of the most recent issue
covered in the INTOSAI journals.

For further information on RCoA's journal, please contact
Mrs Doina Draniceanu on doina.draniceanu@rcc.ro

The INTOSAI Code of Ethics (ISSAI 30) states that the
conduct of auditors should be beyond reproach in
all circumstances.

Any deficiency in their professional conduct or any
improper conduct in their personal life places the integrity
of auditors, the SAl that they represent, and the quality and
validity of their audit work in an unfavourable light and
may raise doubts about the reliability and competence

of the SAl itself. Also, the ISSAI 30 recommends that it is
essential for the auditors to be independent and impartial
not only in fact but also in appearance.

In such conditions, feedback from the audited entities
on these issues can help the Romanian Court of Audit
(Court) improve the fairness and impartiality of its work.
We consider that efficient and constructive feedback
from the audited entities regarding the independence
and impartiality of the auditing teams is very important
for the SAI

To gain this feedback, the Court has developed a
questionnaire that is sent to all auditees shortly after

the audits are finished. The process is managed by the
Court’s Ethics Committee, who produce a biannual report
summarising the key comments and findings. Based

on this work, the Court can identify areas in which the
management must act.

The questionnaire is short and contains only 12 questions.
The first nine refer to professional, ethical and integrity
issues and are scored on a five-point scale. Questions 10
and 11 provide scope for the auditee to record any general
comments and/or examples of specific unethical conduct

or behaviour on behalf of the auditor’s, for example,
possible conflicts of interest. The last question gives the
entities the opportunity to rate their overall relations with
the Court.

In October 2014 the Court’s Plenum analysed the
Ethics Committee’s first half-year report.

In the first semester, the Court RCoA received responses
from 547 audited entities, a response rate of 41% and
encouraging for a non-mandatory survey. Overall,

the results were very positive with more than 90% of
respondents indicating that they considered their relations
with the Court good or very good. However, while the
responses revealed no cases of conflicts of interest they did
throw up some examples of unethical conduct or behaviour
of the auditors during the audit missions, such as a lack of
objectivity and impartiality, intimidation or harassment
attempts, and so on.

The Court is taking the responses very seriously and has
agreed that:

in forthcoming monthly departmental or
Chamber meetings directors will discuss the report
with auditors;

in future training seminars on ethics and integrity the
Ethics Committee will present the findings, comments
and criticisms from the report; and

the Court’s Audit Work Quality Control Unit will study
the report and use its findings and conclusions,
especially the comments regarding the professional
conduct of the auditors.

For further information on the new instrument designed
to measure the perceptions of the audited entities on the
auditors’independence and impartiality, please contact:
Mr Corneliu Cornea on corneliu.cornea@rcc.ro




The International Relations Unit of the Romanian Court
of Accounts (Court) publishes a monthly Journal on the
international activity of the institution.

The aim of this Journal is to disseminate the results,
outputs and impacts of international activities carried out
by the Court. This includes its work in the committees,
sub-committees and working groups of INTOSAI and
EUROSAI, its engagement with the Contact Committee

of the Supreme Audit Institutions of the European Union
and AISCCUF (the Association of SAls having in common
the use of the French language).

Particular emphasis is placed on the presentation of the
visits of Supreme Audit Institutions’ presidents. This also
includes visits to the Court by ambassadors accredited to
Romania and other personalities as well as visits by the
Court’s president to other SAls. It highlights progress in the
collaboration between the Romanian Court of Accounts
and other international financial institutions, such as the
International Monetary Fund and the World Bank.

The first issue of this journal was released in 2009, and
currently it has reached its 58th issue. The journal is
distributed in paper form to the management of the Court
and electronically to the staff, by email. It is also posted on
the institution’s internal portal, for consultation purposes.
Periodically, the journal features information about the
adoption of Audit Standards, international news related

to audit activity, data concerning the editorial issue of
employees’ articles and other relevant aspects.

In 2014 the journal had an anniversary edition celebrating
the Court’s 150 years and containing information of
significant events in the life of the Court.

For further information on the International Journal,
please contact Mr Dragos Budulac on
dragos.budulac@rcc.ro
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Spanish legislation requires that all entities within the
public sector submit to the Court of Auditors the main
data of all contracts awarded and, for those that exceed
certain amounts, some of the documents comprising in
the tender dossier.

To facilitate this task, the Court of Auditors has
implemented a web portal that enables telematic
submission of all the information. The first step
introduced accountability in the state-owned enterprises
field and, at present, work is being carried out in order for
it to comprise all entities. This does not only include the
state public sector but also the regional public sector.

The digitalised documentation and its submission in a
standardised format significantly increases its exploitation
possibilities. It enables a more effective control of
compliance with legal obligations, a quick access to
classified records and the determination of potential risk
areas that require audit analysis. In addition, it facilitates
obtaining a global vision of the public procurement
activity, both by activity areas and specific sectors. This
telematic solution has been welcomed by those who
must submit the information. They see their task is
simplified and the processes of transferring information
have notably been speeded up.

For more information contact Ms Maria Eugenia de la
Fuente Asprén on eugenia.fuente@tcu.es




In 2014-15 the Swedish National Audit Office initiated

a series of seminars on the theme of “Change and

central government governance”. The participants are
experienced professionals from both financial and
performance audit. The Academy of Public Administration
at Sodertdrn University is responsible for the programme,
which is led by researchers from various public
administration research environments in Sweden, along
with practitioners from public administration.

The purpose of the seminars is for the auditors to gain

a deeper understanding of the Swedish administrative
model and administrative policy development. The
seminars include perspectives on ongoing changes that
characterise both central government and organisations
within it. Various aspects of central government
governance are dealt with, and a particular focus is given
on administrative ideas and models for governance

and accounting. In this context, the government offices’
function and decision-making processes are also
discussed. The problems and opportunities in the central
government are also covered with regards to systematic
audit and control. Furthermore, the participants discuss
different perspectives on what constitutes good
administrative culture, a public ethos and the challenges
facing a civil servant.

LA

SWEDISH NATIONAL
AUDIT OFFICE

The programme includes nine seminars as well as
literature studies and self-study. The participants
conclude by writing and presenting a short essay within
the overall theme. After completing the programme
successfully, they will receive 7.5 higher education credits.

If you have any questions, please contact
int@riksrevisionen.se
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The UK National Audit Office uses a range of data and
evidence as part of our assurance work. The bodies
that we audit are generating a wider range of data,
and starting to use it in more sophisticated ways.

It is important that we ensure we have the credibility and
understanding to audit effectively the government’s use
of data and analysis, so that we can get greater insight and
efficiency in how we conduct our assurance work.

We have a well-established professional network of
analysis specialists. We have focused over the past

12 months on raising our capability in data-analytics.
This group has focused on four crucial areas to generate
greater insights and drive down costs.

Developing a data service which will hold in one
server all data on the bodies we audit. This will allow the
data to be cleaned and processed just once, leading to
greater efficiency, and linked together to provide new
datasets for more sophisticated insight.

Using data-analytics techniques to bear down on
the costs involved in conducting specific parts of our
assurance work. For example, the use of text-mining
to make our document and literature review processes
more systematic and efficient and the use of open-source
software and code to make the process of producing
data-visualisation easier. We have also been using
web-scraping techniques to extract qualitative
information and insight from previously untapped
sources — including social media.

We have used more sophisticated data-led analytics
approaches to produce more insightful analysis to support
our findings. One example is how we have brought
together a range of data in a GIS system to model choice
of maternity services in a Value for Money report.

We are applying data-matching and linking
methods to make sample testing in financial audit more
efficient and robust.

We have taken the opportunity to spread the knowledge
and experience we have developed by discussing our
approaches and techniques with other SAls.

For further information, please contact Phil Bradburn on
philip.bradburn@nao.gsi.gov.uk

As SAls we operate in an environment where our clients
are subject to significant cuts in their budgets and closer
scrutiny of their expenditure from respective authorities
while continuing to deliver public services. In keeping
with our commitment to practise what we preach,

since 2010-11 we have had an ambitious structured
cost-reduction programme. We have achieved this while
maintaining the quality of our financial audit work.

We have met this challenge through increased delegation
of work to more junior members of staff, making changes
to our financial audit working practices and fostering

a culture of quality, efficiency and empowerment

geared towards supporting our clients in this current
economic environment.

We now categorise our financial audit clients into three
categories: A, B or C. Category A audits are the largest
and most complex, with areas of greatest client or
auditor judgement leading to a higher risk of material
misstatement. Category C clients are generally small, and
non-complex, where the risk of material misstatement is
assessed as very low. Category B clients have moderate
levels of risk attached to them.



We encourage directors to delegate engagement team
roles to less senior staff, guided by the client category.
This improves the quality of our Category A audits by
enabling directors to focus more of their time on the
clients with the greatest risk and complexity. This also
improves the quality of audits where the engagement
team roles have been delegated as they can allocate
more of their time to client contact. Empowering junior
grades to perform senior roles for low-risk clients can
also provide a cost reduction while providing valuable
experience and developing quality staff.

We recently improved our risk-based approach to more
closely align the amount of audit effort to the risk of
material misstatement in an audit area. In addition to
using our robust risk assessment to identify additional
risks of material misstatement, we now also identify
where there is a minimal risk of material misstatement.
For areas subject to minimal risk, we agree the ledger to
the trial balance and to the accounts only. The reduction
in audit work enables the audit team to focus their

audit effort on areas posing greater risks of material
misstatement, improving the quality of the audit. This
approach has reduced the overall amount of audit work,
accompanying documentation and client reporting, with
an associated reduction in audit cost.

3 Available at: www.nao.org.uk/wp-content/uploads/2014/03/Tax-reliefs.pdf

National Audit Office

We asked for volunteers to receive additional training

on our revised working practices and to promote quality
in audits. These volunteers provide advice to teams on
implementing our working practices to identify and share
good practice, challenge the team to further improve
quality and efficiency, and provide another method of
communication between audit teams and central support
teams. Feedback from directors is positive and the new
working practices are now fully embedded throughout
the organisation, helping us achieve significant cost
savings while maintaining audit quality.

For more information on these quality improvement and
cost-reduction initiatives, please contact Dr Mark Burford
ACA on mark.burford@nao.gsi.gov.uk.

The UK National Audit Office published two studies on
tax reliefs in 2014. In March, we considered the overall
landscape of tax reliefs® and in November we evaluated
how a sample of 10 tax reliefs were managed by the UK
revenue department — HM Revenue & Customs (HMRC).
We also provided a commentary on the monitoring and
reporting by HMRC of data on all tax reliefs.* Tax reliefs
are an important part of the tax system and serve a wide
variety of purposes. They also create opportunities for tax
avoidance, and the number of reliefs and the interaction
between them adds to the complexity of the tax system.
Some involve significant cost to the UK exchequer and
are material to the UK fiscal position (Figure 1 overleaf).

4 Available at: www.nao.org.uk/wp-content/uploads/2014/11/Effective-management-of-tax-reliefs.pdf
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EUROSAI Innovations

Figure 1
Top 20 Tax Reliefs 2013-14
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Our work has established that HMRC does not have a
framework to govern the introduction or modification

of reliefs. We consider that certain categories of tax relief,

in particular those which seek to deliver specific policy
objectives, require proactive management as they share
many common features and carry similar risks. HMRC agrees
that it has responsibility for evaluating whether tax reliefs
are achieving their aims and for assessing their costs and
benefits. We found examples of good practice in this regard,
but also inconsistency and fragmentation in the way HMIRC
administers reliefs and insufficient sharing of information
about their risks, costs and benefits.

We have therefore recommended that HMRC should
develop a methodology for identifying groups of similar
reliefs and should identify what level of administration
is appropriate for each type, taking into account factors
such as objective, complexity and risk. We see signs that
a more specific and focused approach is beginning to
emerge in HMRC. For example, it has set up a specialist
unit to monitor patent box relief and is developing

new techniques to monitor risk and respond quickly

to deviations in its use. We hope that more examples

of this type will emerge and we encourage HMRC to
move forward in this direction, developing a range of
techniques which it applies to each tax relief in a way
which is proportionate to its assessment of risk.

The work relies on a lot of self-generated analysis
because HMRC does not collate management
information on tax reliefs beyond what is already
published. Therefore we needed to carry out a broad
review to bring together all existing information on tax
reliefs before carrying out deeper case study reviews to
evaluate administrative performance.

Our work is informed by academic thinking and we
published a report we commissioned by the Tax
Administration Research Centre on how to define,
measure and evaluate tax reliefs.” Using this methodology
we identified almost 200 ‘tax expenditures’ and
categorised these by area of government and whether
they were behavioural reliefs or subsidies. We also

identified that for 42% of these reliefs the cost is unknown.

We also included comparative analysis with ten other
countries. International practice varies considerably in

how far tax authorities monitor tax reliefs and publish
information about them. HMRC is one of only a handful

of fiscal authorities we found that reports the costs of more
than 100 tax reliefs and uses caps on the use of particular
tax reliefs. Some other countries put more focus on those
reliefs with social or economic objectives and monitor and
report on them more extensively than in the UK.

For further information please contact Andy Morrison
on andy.morrison@nao.gsi.gov.uk

5  Available at www.nao.org.uk/wp-content/uploads/2014/03/TARC-Tax-Expenditures-and-tax-reliefs-technical-paper.pdf
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