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Executive Summary

1. INTRODUCTION

This report reviews the implementation of the recommendations of the Audit Report dated July 2002. The original report set out the results of an audit of the management and control systems applied by the Department of the Marine and Natural Resources to the operations of the Fishery Harbours Centres Fund The original and review audits followed the guidelines laid down in EU Regulation 2064/97, although the Fisheries Harbours Centres Fund are not in receipt of EU aid.

Measure Examined

The Original Audit examined the administrative procedures relating to the Fishery Harbour Centres at Castletownbere, Dunmore East, Howth, Killybegs and Rossaveel, which are managed and operated by the Department in accordance with the Fishery Harbours Centres Acts, 1968 to 1980. The role of these Fishery Harbour Centres is to promote, develop and carry on sea fishing; the processing, packing and selling of fish, the manufacture of products derived from fish and related activities under the responsibility of the Harbour Master. Users of a fishery harbour centre must comply with the requirements of the Harbour Master and any charges for the use of the facilities are set out in the Fishery Harbour Centres (Rates and Charges) Order, 1990. 

The Minister is empowered by the Fishery Harbour Centres Acts to grant leases of property at the fishery harbour centres. Sites let are used for a variety of activities (e.g., office accommodation for fishing concerns, net manufacture, fish processing, boat-building/repairs). An individual, organisation or Corporate Body may apply for a lease or licence to occupy a vacant site or property at a fishery harbour centre. Lease terms are generally for a period of 35 years at a commercial rent (determined by the Valuation Office). Rent is reviewed periodically with normal business practice (current practice is every five years). Rent payments are usually in two moieties per year, based on the commencement date of the lease. 

The works carried out at certain harbours under the control of local authorities are in receipt of partial funding (75%) by the DCMNR and these payments are administered directly by Harbours and Coastal Protection Section. The Department’s Engineers administer the works and the Section receives details of expenditure at these FHC’s from Accounts Branch.  During the course of the original audit 11 out of 38 payments (29% during 1999) and 11 out of 48 payments  (23% during 2000) to small harbours and piers for which Local Authorities have primary responsibility were examined in detail.

An examination of the spreadsheets and computer printouts for Subhead G1 in the course of the audit found discrepancies, which were highlighted in the report. The total expenditure on G1 during 1999 was split 75% from ERDF, 25% from the Exchequer and £53,248 during 2000 in respect of works carried out on the upgrading of the auction hall at Killybegs FHC. The expenditure incurred on G2 during 1999 was nil and during 2000 amounted to £75,000, which is spread evenly between the five fishery harbour centres.

The original audit report considered any significant issues found, the levels of control, which exist, and an overall opinion on the effectiveness of the control systems, with a view to providing the necessary assurance to management and/or the taking of corrective action in order to provide such assurance. The opinions of management on the findings were incorporated in the report. The review audit considers the implementation of the recommendations made in the Audit report and gives an up to date position on all the issues previously documented. 

2.    AUDIT METHODOLOGY & SCOPE

A) Audit Scope
The audit is a systems based approach, including an amount of compliance testing and verification as part of the audit methodology in accordance with the terms of reference, which have been established for the Internal Audit Unit.

The audit was carried out in accordance with the provisions of the Management and Control Systems audit manual of DG AUDIT.

The overall scope of the review audit was to examine the effectiveness of the management and control systems in place in preventing, detecting and correcting errors and irregularities along with the implementation of the recommendations that were made in the previous Audit Report. 

B) Nature of Findings
In the course of our work a number of findings have come to light and have been documented in this report.  These were categorised these in the original report by reference to the level of importance, which we believe should be attributed to each. 

C) Audit Resources

Mr Tom O’Brien carried out the audit under the supervision of

Mr. Niall Kelly, Head of the Internal Audit Unit during April 2003.

3. OPINION

It is the opinion of the Internal Audit Unit of the Department of Communications, Marine and Natural Resources that the internal management controls in place within the Fishery Harbours Division, on the implementation of the recommendations of the previous Audit Report, are satisfactory in preventing, detecting and correcting errors and irregularities in transactions. 

Based on the review of the implementation of the recommendations set out in the original audit the opinion is now as follows:

Audit Objective 1

We are satisfied that there are adequate procedures to ensure that applications for aid, and the decisions reached on those applications, comply with the relevant rules, are in accordance with the needs of the area in question, and that decisions are fully documented.

Audit Objective 2

We are generally satisfied that the grant recipients provide appropriate information on their activities and that this information provides a true and fair view of the actual progress made.


Audit Objective 3

We are generally satisfied that the management and control systems in place are adequate to ensure payments are only made when due, amounts are correct, and that fishery Harbour Centre and EU Exchequer Funds are safeguarded.

Audit Objective 4

We are generally satisfied that the authorities’ on-the-spot audit planning, methodology and follow-up comply with Department of Finance, Government Accounting rules and regulations, and provide adequate assurance on systems quality and the progress of actions, both in terms of the achievement of objectives and in terms of the use of resources.


Audit Objective 5

We are partially satisfied (in relation to the Fishery Harbour Centres Fund) that the financial and accounting systems ensure expenditure and receipts are correctly recorded and properly allocated.


Audit Objective 6

We are generally satisfied that payment requests to the Department are properly made, and accurately reflecting the needs and requirements of Fishery Harbour Centres.


Audit Objective 7

We are partially satisfied in relation to Exchequer funds that accurate information is furnished in the Appropriation Account in relation to fixed and current assets.


Audit Objective 8

We are partially satisfied that the current procedures adequately safeguard the current assets of the State.
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Main Findings

1. Procedures Manual

No Procedures Manual had been drawn up for the operations of the Fishery Harbour Centres.

	Review of Implementation of Recommendation

The Division has now compiled a Procedures Manual for the EU funding of the Fishery Harbour Development Programme, which has been copied to the two Regional Authorities for their views. 

(Border Midlands Western Regional Authority & Southern and Eastern Regional Authority)

The view from the respective Regional Authorities is awaited.

However no Procedures Manual exists in respect of the day-to-day operations of the Fishery Harbour Centres as recommended in the previous Audit Report. There does not seem to be any urgency exhibited within the Division to progress this issue and the two harbour master vacancies have been mentioned as one of the reasons for the delay in producing the Procedures Manual. Internal Audit would not accept this excuse indeed it is the responsibility of the Division and not the harbour masters to set out the procedures. The fact that there are two vacancies is even more reason to get the procedures manual in place so that the new appointees will have the roles and responsibilities clearly set out. IAU recommend that the Division take immediate steps to produce a comprehensive Procedures Manual for all the operations of the Fishery Harbour Centres whether funded from the EU, Exchequer or through the collection of fees and charges. These steps should include the nomination of a responsible officer for compilation of the manual and the setting of a date for completion of the manual. 


2. Absence of Project Cost Control

Payments to local authorities for works carried out on small harbours and the Small Harbours and Coastal Protection Section administer piers. The Local Authorities submit claims for recoupment of costs. The Section places reliance on the authenticity of these claims from the Local Authorities. These claims are not scrutinised by the Department’s engineers and this is considered to be a control weakness and results in the absence of a proper system of project cost control.

	Review of Implementation of Recommendations

The issue concerns the verification of works carried out by the Local Authorities and grants subsequently claimed by them. The claims are certified by the Local Authority and the Division will ensure that spot checks are carried out in accordance with the Department of Finance circular 34/2001: Finance Management and Control Procedures for European Regional Development Fund (ERDF) 2000-2006.

The Division has scheduled spot checks for 2003. The I.A.U. intends to audit the Spots Checks that have been carried out by the Division. 

IAU recommends that a system of spot-checking and site visits of work undertaken at the FHC’s should be put in place. The spot checks should be based on a risk assessment of the projects undertaken regardless of whether they have been funded by EU, Exchequer or other sources. The Engineering Division would be best placed to undertake these checks. A programme of such checks should be put in place immediately for the current year. IA will review and advise the Division in relation this programme of checks.


3. Audit Trail in Relation to the Fisheries Harbour Fund

Before 2000 the Fisheries Harbour Centres Fund was not shown on the FMS system. Since 2000 all payments are included on the FMS but receipts and cancelled orders are not shown. The transactions are recorded separately but they are not collated into a comprehensive account where all transactions can be reviewed. This constitutes a breach of the audit trail.  

	Review of Implementation of Recommendations
Recommendation that all transactions including receipts, payments and cancelled orders should be shown in one centralised account.

Senior management should consider the appointment of consultants to project manage the specification, selection and implementation of such a system in consultation with the Sea Fisheries Administration Division, Accounts Branch, ISD and MIF Unit. A clear target date for implementation should be set and regular reports on progress made. Sea Fisheries Administration Division should however be the lead Division internally to insure that this project happens on time and within budget.




4. Reconciliation with Appropriation Account
The expenditure figures in the spreadsheets and computer printouts had not been reconciled with the figures in the Appropriation Account. The figures in the Appropriation Accounts for G1 differed from those that appeared in the spreadsheets/computer printouts for the period of the audit. 

	Review of Implementation of Recommendations

All figures must be reconciled prior to the completion of the Appropriation Account so that this Account gives an accurate Account of the Departments Finances at the year-end.


5. Duplication of effort in relation to debt collection

It was discovered that there is considerable duplication of effort in respect of the collection of rents on property at Fishery Harbour Centres. The collection of rents is administered by, Accounts Branch, the Harbour Master and Fishery Harbours Centres Section. This results in diffusion of responsibility and unnecessary duplication of effort. 

	Review of Implementation of Recommendations

New procedures were put in place in 2002 in relation to the collection of Harbour Dues. Internal audit have not audited these new systems and therefore cannot give an opinion in relation to the new procedures. However the new procedures are to be welcomed.

The new systems is as follows:

Harbour Masters to provide details to Accounts Branch who will issue invoices to harbour users as soon as possible after the services of the harbour have been utilised by the user. Invoices will state that payment must be made within 30 days of the date of the invoice. Accounts Branch will provide statements on a monthly basis for Fishery Harbours Section and the Harbour Master. Accounts Branch will develop a database of users and liabilities. The database will be updated on receipt of payments from users. A system of telephone follow-ups will be operated to urge prompt payment of accounts.

Should the telephone follow-up programme not be successful, the Section will in respect of amounts more than £500 issue a 14 days warning and if payment is not made the matter will be referred to the Chief State Solicitor’s Office for initiation of legal proceedings. If payment is not received, the Chief State Solicitor’s Office will be asked to take the appropriate legal steps to secure payment of the debt.


6. Transfer of Responsibility to Engineering Division

When an overview is taken on the work of the Fishery Harbours Section it is quite apparent that the Division relies on or is very closely linked with the work of the Engineering Division, for example 

Decisions on what works needs to be carried out in the Fishery Harbour Centres are made by the Engineering Division and annual plans are submitted to the Sea Fisheries Administration Division who match these plans with the available resources.  Fishery Harbours Section of the Sea Fisheries Administration Division administers the plans as agreed.

The Fishery Harbours Section is basically the administration wing of the Engineering Division in respect of the Border, Midland & Western Regional Operational Programme 2000-2006, Local Enterprise Priority, Measure: 5 Fishery Harbours, Sub-Measure 1: Port Infrastructure Improvement Programme, 

Therefore the IAU are of the opinion that some serious consideration should be given by Senior Management to the transferring to the Engineering Division the entire Fishery Harbours Section of the Sea Fisheries Administration Division including the Assistant Principal position and full staffing compliment.

Sea Fisheries Administration Division has argued that this transfer of responsibility to the Engineering Division cannot tale place because of the requirement under EC Regulations for a segregation of responsibility for the implementation of Structural Funds. This argument does not however stand up to scrutiny as the Forest Service, Sea Fisheries Policy and Development Division and Communications Divisions achieve the required level of segregation while at the same time concentrating responsibility within one Division.

7. Consolidation of Legislation in relation to Small Harbours

The audit examined expenditure incurred on small harbour works. In addition, to the Harbours Act, 1946, there is a lot of legislation from the 19th century governing the maintenance and reconstruction of such harbours such as the Marine Works (Ireland) Act, 1902. There are also small piers and harbours constructed by the Congested Districts Board under the Purchase of Land (Ireland) Act, 1891. The Congested Districts Board covered areas along the western seaboard from Kerry to Donegal. It is difficult to determine which agency has statutory responsibility for such harbours. There are records in the Division, such as Engineer’s Report on Piers and Harbours (1902) indicating that Local Authorities are “The Maintaining Authority”, together with a Schedule for Fishery Piers, Breakwaters, Boat Slips (1902), indicating that same are “In Charge of County Councils”. The situation with regard to legal responsibility for such piers and waters would appear to be in a legal lacuna.

	Review of Implementation of Recommendation

While the recommendation of the Internal Audit Unit that the consolidation of legislation in this area be addressed has not yet been implemented, it is the view of the IAU that this issue is not an immediate concern and should be addressed when adequate resources become available.


8. Benchmarking

Whilst an evaluation of effectiveness is outside the scope of this audit, internal audit is of the opinion that there is scope for benchmarking the performance of Fishery Harbours Section with that of an external agency in Northern Ireland. This would show if harbour dues and charges are out of line with the general trend operating in other Member States in the context of the Single Market of the EU. It is noted that harbour rates and charges have not been increased since 1990. (S.I. No. 239 of 1990 entitled Fishery Harbour Centres [Rates and Charges] Order, 1990 refers).

	Review of Implementation of Recommendations

Concern was raised in relation to the operation of the Fishery Harbour Centres and in particular the Harbour Rates and Charges. As a result of the concerns raised a draft new charges Order was recently prepared and   presented to the Minister.


The following findings and recommendations related to the site visit and the audit of Howth Harbour in particular but they may be indicative of systems of control in other harbour centres.   

Withheld company name from paragraph below on grounds that this is confidential between company concerned and the Department – F.O.I Act 1997 – Section 28 – Personal information

9. Debts

There was a debt of £1602 from Deletion since 1994/1995 at Howth Fishery Harbour Centre, which was understood, to be non-recoverable. The previous audit report recommended that this debt be written off as a bad debt.

	Review of Implementation of Recommendations

The debt in relation to the vessel has now been written off as recommended in the previous Audit Report.


Withheld from report on grounds that this is confidential   information between the tenant and the Department – F.O.I Act 1997 – Section 28 – Personal information

10. Arrears of Rent

  Deletion on the West Pier, Howth Fishery Harbour Centre which has been let on a yearly tenancy basis @ £25 per annum under a lease dated 17/12/37 changed hands in 1957. A grandson of the original tenant has been in occupation of the premises for a number of years and in 1991 a new lease was offered to him, but the terms were unacceptable to the individual concerned and his solicitor. The rent proposed by the Valuation Office for the area occupied of 880 sq. feet is £1,200 per annum, but in an attempt to reach settlement this was reduced to £800. The Department took the view that agreement could not be reached on the outstanding issues and the Chief State Solicitor was instructed to withdraw the offer of the lease in 1994. A notice to quit has been served on the individual concerned by the Harbour Master in May 1999.

During the audit, it was confirmed that strenuous efforts are being made to pursue outstanding debts and arrears of rent, but it is not clear whether these are being recorded and shown as Debtors in the Appropriation Account. It will be appreciated that the non-inclusion of such arrears would have an adverse effect on the Fisheries Harbours Centres Fund and give a distorted picture of the Appropriation Account The problem is compounded by the fact that for practical reasons occupation of the property is permissible before completion of the necessary administrative and legal formalities for execution of leases.

	Review of Implementation of Recommendations

The Department in conjunction with the Chief State Solicitor’s Office is pursuing the issue in respect to occupancy of a premises, Deleted, at the West Pier in Howth, however to date progress on this issue is very slow. Although the previous Audit Report suggested the engagement of solicitors in an attempt to speed up bringing cases of this nature to a satisfactory conclusion, the Division has not yet utilised this option.




11. Asset Register

The Syncrolift in Howth Harbour is not included in the Asset Register of the Department.

	Review of Implementation of Recommendations

The process for updating the asset register has commenced with a pilot scheme at Killybegs Fishery Harbour Centre. It is proposed to extend this scheme to the other Centres during the course of the year.


12. Car-Parking

The Harbour Master is concerned about the impact of car parking, on the operations of Howth Fishery Harbour Centre.

	Review of Implementation of Recommendations

Provision for car-parking charges have been included in the proposed New Charges Order for the Fishery Harbour Centres.
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