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1. FOREWORD
This report is a financial and eligibility audit in relation to the final claim for assistance under the Operational Programme for Fisheries (1994 – 2000) submitted by the Department of the Marine and Natural Resources in respect of expenditure grant aided during the period 2000 – 2001 (to closure). The audit was carried out in accordance with EU Regulation 2064/97. The audit also examined claims made over the course of the period from 1994 onwards.

2. AUDIT METHODOLOGY & SCOPE
A) Audit Scope
This report is a financial and eligibility audit including an amount of compliance testing and verification as part of the audit methodology in accordance with the terms of reference that have been established for the Internal Audit Unit.

The overall scope of the audit was to examine the eligibility and accuracy of the final claim and to detect and correct any errors and irregularities found. Audit objectives 1-5 per the European Commission Financial & Control Audit Systems Manual 1997 were not examined in the course of this audit as objectives 1-5 had previously been the subject of the systems audits carried out during the course of the Programme. Objective 6 has been examined in the course of this audit.

Grant aided expenditure co-funded by FIFG in relation to the Special Support Programme for Peace & Reconciliation and the INTERREG Initiative has not been examined in this audit. 
B) Audit Resources

Mr Tom O Brien and Mr Niall Kelly Head of Internal Audit conducted the audit, in June and July 2002.     

                               .

C) Measures Examined

The Measures examined include: 
Measure 1: 
Adjustment of the Fishing Fleet Effort

There objective of this Measure is twofold:

· To promote the reorientation of fishing activities by encouraging the creation of temporary joint ventures and or joint enterprises,

· The reduction of the Irish Fleet by 4,000 tonnes Gross Registered Tonnage by the permanent withdrawal and scrapping of registered sea fishing vessels from the fishing fleet,

Measure 2: 
Renewal and Modernisation of the Fishing Fleet 

The objective of this Measure is to:

To facilitate the substantial modernisation of the fleet and so maximise the value, quality and hygiene of landings in particular by increasing the take-up of under exploited fishing opportunities to improve working conditions and safety for fishermen and control of fishing activities.



Measure 3:  
Marine and Land based Aquaculture

The general objective of this Measure is to:

Maximise the industry’s contribution to the expansion of the Irish economy and to sustain and create lasting new employment particularly in peripheral coastal regions.



Measure 5:  
Processing



The objective of this Measure is to:

Create a strong fish processing and marketing base that will maximise raw material utilisation and employment opportunities through greater value added activities, improved quality and hygiene standards and more efficient structures.



Measure 6:
Marketing of the Produce



The objective of this Measure is to:

Develop and strengthen markets for Irish fish and fish products at home and abroad taking account of changing conditions in resource availability.



Measure 9:
Technical Assistance Programme


The objective of this Measure is to:

Aid and underpin all of the above Measures by carrying out the necessary feasibility studies of proposals in each of the Programme areas.


Sample Size

All potential duplicate payments and all minus amounts shown in the records of the Structural Funds Section of the Sea Food Policy and Development Division were examined and satisfactory explanations were obtained. 

3. OPINION
The Internal Audit Unit of the Department of Communications, Marine and Natural Resources is of the opinion that the final claim for assistance under the Operational Programme for Fisheries accurately represents actual eligible expenditure incurred during the period 2000 & 2001.

4. Main Findings
The main findings of the audit can be summarised as follows:

(a) General

That the final claim for EU Structural Aid Assistance co-funded from FIFG for the Operational Programme for Fisheries 1994-2000 accurately reflects the actual eligible expenditure, over the life of the Programme.

(b) Existing Balance
A minus balance of (€99,457.52) is reported on the account at the conclusion of the Programme. As this is the end of the Programme it would normally be envisaged that a nil balance would prevail at this point rather than a minus figure.  

2001 Records show that:

	MEASURE

NUMBER
	OPENINGBALANCE
	PAYMENTS
	CLOSING BALANCE
	CUMULATIVE

TOTAL

	1
	
	
	(242,688.85),
	(242,688.85)

	2
	150,814.97
	24,482.26
	126,332.71
	(116,356.14)

	3
	53,116.46
	53,116.46
	0
	(116,356.14)

	5
	
	
	0
	(116,356.14)

	6
	538,018.66
	527,867.50
	10,151.16
	(106,204.98)

	9
	6,747.46
	0
	6,747.46
	(99,457.52)

	
	
	
	
	

	
	
	
	
	(€99,457.52)


Recommendation

That management would provide a detailed explanation why a minus balance of (99,457.52) is reported as existing on the 147 Account, at the conclusion of this Operational Programme for Fisheries.  

Management Response

The 147 Suspense Account is a mechanism for recording both Exchequer and EU funds and recording the related expenditure in Accounts Branch.  Sea Fisheries Policy and Development Division separately record all transactions in relation to the Operational Programme for Fisheries. Drawdown requests for funds are based on the records of Sea Fisheries Policy and Development Division. The discrepancy between the Divisions records and those of Accounts Branch is being investigated with Accounts Branch. However as all requests for payments are based on the Sea Fisheries Policy and Development Divisions records the balance on the 147 Suspense Account has no effect on the drawdown requests or the eligibility of expenditure.

Additional Comments by IAU

The IAU has noted the management response. The issue of Suspense Accounts in general have been the subject of a separate audit. The question of periodic closure or write off (e.g., twice yearly) will receive consideration in the context of the implementation of the recommendations contained in the audit report on Suspense Accounts. IAU has audited the records of the Sea Fisheries Policy and Development Division upon which the draw-down requests are made. IAU is satisfied that these records accurately represent actual eligible expenditure. The issue in relation to the Suspense Account while it needs to be resolved has no effect on the final declaration of expenditure or the closure of the FIFG Fund.
(c) Loss on translation of currency

Currency fluctuations over the life of the Operational Programme for Fisheries 1994-2000 between the Punt and the MECU have resulted in the loss of  (£643,300/€816,823) EU Structural Funding. This shortfall has resulted in Exchequer funding to assist pay the project sponsors the amount of EU funding agreed at the out set of the Operational Programme.  

Management to clarify the controls that were in place during the life of the Programme to ensure that the Department would not suffer any shortfall from the amount of structural funding announced at the beginning of the Programme as a result of the volatile currency markets, which has previously caused currency fluctuations between the Punt and the Mecu. 

It should be noted that currency fluctuations has resulted in a loss of EU Structural Aid totalling (£643,300/€816,823) has been recorded against the amount of Aid announced at the start of the Programme, due to currency fluctuations of the Punt against the MECU.

Recommendation

All future currency transactions, to be conducted in Euros where the rate for financial transactions is clearly determined and set against the currencies of other Nations. Therefore there would be no risk to the Department of the loss of EU structural funding or to escalating expenditure costs of projects funded under the programme, due to currency fluctuations. 

Management Response



As all transactions are now conducted in euro the exchange gain or loss is no longer an issue. In the context of the FIFG Fund 1994-2000 it should be noted that the European Commission has informed the department that the exchange loss is to be borne by the Irish Exchequer with no loss of EU Funds. 
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