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Executive Summary

1.
FOREWORD

This report represents the results of an audit of the management and control systems applied by the Department of the Marine and Natural Resources to operations co-financed by the Community under the Operational Programme for Fisheries from the Financial Instrument for Fisheries Guidance. The audit was carried out in accordance with EU Regulation 2064/97.

2.
Audit Methodology & Scope

A) 
Audit Scope
The audit uses a systems based approach with transaction 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 audit was carried out in accordance with the provisions of the Management and Control systems audit manual of DGXX.

The overall scope of the audit was to examine the effectiveness of the management and control systems in place in preventing, detecting and correcting errors and irregularities. Within this overall aim, the following specific audit objectives were addressed.

· General Audit Objective
The objective of the audit is to ascertain whether the systems that are in place are adequate for the protection of EU and National Funds and to 

make recommendations considered appropriate for the improvement of the system.

· Audit Objective 1
Whether 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 the decisions by the authority are fully documented.

· Audit Objective 2
Whether there are adequate arrangements to ensure that 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
Whether systems are adequate to ensure that payments are only made when due, amounts are correct, and that Community funds, are properly safeguarded.

· Audit Objective 4
Whether the authorities on-the-spot audit planning methodology and follow-up comply with Commission and Member State’s 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
Whether the authorities have financial and accounting systems, which ensure that expenditure is correctly recorded and properly allocated.

· Audit Objective 6
Whether there are sound arrangements to ensure that payment requests to the Commission are made using the appropriate exchange rate and accurately reflect the amounts paid to and due to recipients.

B)
Nature of Findings

In the course of our work a significant number of findings may come to light and have been documented in this report. We have categorised these findings by reference to the level of importance that we believe should be attributed to each. Internal Audit recommendations will be categorised as follows;

1. Serious weakness - matters which could result in financial, EU or Exchequer loss. Management must act upon, these recommendations immediately.

2. Control Weaknesses - matters that need to be corrected or implemented in order to improve the system of internal control.  These matters should be implemented in accordance with a timetable, as agreed with Internal Audit.

Serious and Control weaknesses will be further ranked as A, B, or C. The following points will be taken into account when deciding the appropriate ranking to use.

A - Could result in a financial loss greater than 5% of expenditure, or the weakness is so critical that its financial exposure cannot be quantified, or the weakness has a significant risk of a disaster occurring, or no controls exist in vital systems, or no Departmental / EU policy exists

B - Could result in a financial loss of 1% to 5% of expenditure, or the weakness could lead to a major Departmental financial exposure, or poor controls exist in vital systems, or controls are not being operated properly, or Departmental / EU policy is not being fully implemented.

C- Could result in a financial loss of less than 1% of expenditure, or the weakness could develop into a problem, or controls need to be improved within the system, or operational controls are poor, or the Department may need to issue guidelines / procedures to accompany its policy.

Other Points - cover other matters which Internal Audit raise with management.  This would include system enhancements, procedural changes and other matters that are not weaknesses in internal controls but could result in improved operations and/or greater efficiency.  Management is encouraged to implement these recommendations.

The Audit Committee will be advised by Internal Audit, of instances where serious or control recommendations, have not been adopted, by management within the agreed time frame.  The Audit Committee can report this failure to act on Internal Audit recommendations to the Secretary General.
C) Audit Resources

The audit was carried out by Mr. Sean S O’Broin, Higher Executive Officer under the supervision of Mr. Niall Kelly, Head of Internal Audit during the period 1st June 2001 to 30th June 2001.

3. 
Opinion

Based on the audit carried out our opinion has been categorised as follows:-

Objective No. 1

· We are generally 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.

Objective No.2

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

Objective No.3

· We are satisfied that the systems in place are adequate to ensure payments are only made when due, amounts are correct, and that Community Funds are safeguarded.

Objective No.4

· We are satisfied that the authorities on-the-spot audit planning methodology and follow-up comply with Commission and Member State’s rules and regulations, and provide adequate assurance on systems quality and the progress of actions, both in terms of the achievements of objectives and in terms of the use of resources.

Objective No. 5

· We are satisfied that the financial and accounting systems ensure expenditure is correctly recorded and properly allocated.

Objective No. 6

· We are not in a position to state at this stage whether payment requests to the Commission are properly made, using appropriate exchange rates and accurately reflect the amounts paid and due to recipients. 

This issue will be considered in the context of a comprehensive examination of claims incorporating all the Measures of the FIFG, when audits of those Measures have been finalised.

4)
Main Findings

· Financial Accountability
This was found to be generally satisfactory. 

· Assessment by Steering Group
(Control Weakness : Category B)
A score-sheet has not been completed for all tender competitions. The appointment of an independent Chairman to evaluate tenders in the interest of transparency and openness should be considered.

· Procedures for Invitation to Tender/Contracts (Control Weakness : Category C)
There is no reference to the necessity for compliance with the requirements of the FOI Act in the tender documentation. In addition, all companies awarded contracts under the TAP signed the attachment at the end of Circular 15/79: Official Secrecy and Integrity, which may not be appropriate since the document was designed specifically for civil servants and not third parties. Whilst it is accepted that the availability consultancy services may be rather limited in terms of having the appropriate level of specialised expertise to meet the requirements of the DoMNR, nevertheless, the basis for not inviting tenders by means of newspaper advertisements is not clear.

· Other Points
It is noted that following discussion by the Monitoring Committee on 14th October 1999, management decided to grant an extension in the contract awarded to Indecon for the External Evaluation of the Fisheries OP. However, the contract was subsequently withdrawn following discussions between the DoMNR and the Evaluator.
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Recommendation

Management to ensure that copies of the Score-sheets are duly completed and available on file before decisions concerning the awarding of contracts are reached. Management to determine which type of score-sheet is appropriate, having regard to specific needs and prevailing circumstances. If a simple system can be devised this should be utilised in preference to a complex system, which may be difficult to operate. We have come across a system for evaluation of 

FINDINGS & RECOMMENDATIONS

tenders, i.e., A+, A-, B+, B- etc. which is most satisfactory and effective, whereby each evaluation by the panel of assessors is incorporated by agreement into a single evaluation for the project. It is most important to ensure that the signature of all members of the Steering Committee or panel of assessors appears on each score-sheet. 

Whilst the appointment of the Chairman of the Steering Committee to oversee the implementation of projects is perfectly reasonable, management might consider nominating an independent Chairman from outside the line Division for the process of actual assessment of tenders received in the interest of greater transparency and openness.

Management Response

In order to formalise the method of candidate assessment under previous contracts and to take on board best practice procedures, which were recommended to the Division, a score-sheet on specific criteria was completed in respect of the candidates short-listed for the contract on “the Strategic Review of the Fish Processing Sector”.

The division is pleased to note IAU’s acknowledgement that in the two other contracts examined, the assessment process is clearly documented on the files, with detailed references given on the relevant criteria used and explanations outlined on how decisions were reached. 

In relation to the Aquaculture project, five companies were short-listed and were invited to give a short presentation to the Steering Committee, which comprised of representatives of the Department, Implementing Agencies and the Industry. They were assessed having regard to specific criteria as detailed on file and explanations were given as to why candidates were successful or not.

Again, in relation to “the Mid-term Evaluation of PESCA”, five companies were invited to tender, all of which submitted applications. Evaluation criteria and discussion documents on file clearly indicate the evaluation process undertaken. The Division will in future ensure that all relevant documents including scorecards are included on the file.

It is intended to utilise the “score-sheet” system of assessment for future evaluation of tenders. However, if more satisfactory and effective methods of evaluating tenders is in practice in other areas of the Department, this division will study them and incorporate them into the current system to obtain a more refined and easier to operate system.

FINDINGS & RECOMMENDATIONS

3)
Procedures for Invitation to Tenders/Contracts etc.

Control Weakness : Category C

The Freedom of Information, 1997 applies to all records created on or after the 21 April, 1998. The FOI Act was established for a number of reasons, including the provision of greater openness and accountability, improved quality of decision-making, improved public participation in Government, improved record management and improved client relations.

It is noted that there was no reference to the necessity for compliance with the requirements of the Freedom of Information Act, 1997 on the occasion of invitation to tender. In addition, all companies awarded contracts under the TAP signed the attachment at the end of Circular 15/79: Official Secrecy and Integrity, which may not be appropriate 

since the document was designed specifically for civil servants and not third parties.

Recommendation

The invitation to tender documentation should in future contain reference to requirements under the Freedom of Information act, 1997. A separate document relating to Official Secrecy and Integrity, with particular reference to the need for absolute confidentiality in relation to knowledge of any commercially sensitive information, which may be acquired for any consultancy study, carried out on behalf of the DoMNR.

It is suggested that in future details of tender documentation could be available on the WEB and in national newspapers.

Management Response
(i) All future invitations will contain reference to requirements under the Freedom of Information Act 1997. A separate reference will be added relating to Official Secrecy and Integrity in relation to knowledge of any commercially sensitive information, which may be acquired in the course of carrying out consultancy work for the DoMNR. It is intended to include paragraphs, similar to the one below in all future invitations to tender from this section.

“The Department undertakes to use its best endeavours to hold confidential any information provided to it by individuals or others on a confidential basis, subject

FINDINGS & RECOMMENDATIONS 

to the Department's obligations under law, including the Freedom of Information Act, 1997.  If for any reason it is wished that information provided to the Department should not be disclosed because of its sensitive nature, then it is incumbent upon the person or body when supplying the information to make clear this wish and to specify the reasons for the information's sensitivity.  The Department

FINDINGS & RECOMMENDATIONS

4.
Other Points

It is noted that following discussion by the Monitoring Committee on 14th October 1999 management decided to grant an extension in the contract awarded to Contract D for the External Evaluation of the Fisheries OP. This extension involved a “Programme wide analysis of financial contribution of the Industry to Investment under the Programme.”. However, the contract was subsequently withdrawn following discussions between the DoMNR and the Evaluator.

Recommendation

Management to clarify the rationale for the decision to withdraw the contract and to indicate whether the approval of the Monitoring Committee has been sought.

Management Response
At the final TAP Steering Committee meeting on 14th October 1999, approval was given to extend the work programme under the External Evaluator’s existing contract to include “a programme wide analysis of financial contribution of the Fishing Industry to investment under the Fisheries OP 1994-1999”.  

It was decided, however, that this extension was of no real value to the Fisheries Operational Programme 1994-1999. It was proposed that a similar study would be carried out during the 2000-2006 period where: 

(i) principles for the future could be set down in achieving increased funding from the Industry in areas where they are not contributing, 

and

(ii) analysis on specific areas in the Fishing Industry such as training, port facilities and ice plants can be carried out, where increased contributions from the Industry might be attained. 

Given the fact that the EU Commission was represented on the TAP Steering Committee, it would not have been feasible to arrange a full meeting to discuss this study. Although the proposal not to proceed with the study was agreed between the Department and Indecon, all members of the TAP Steering Committee were consulted and the committee’s agreement was sought before a final decision not to proceed was made.
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