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Executive Summary

1. INTRODUCTION

This report represents the results of an audit of the management and control systems applied by the Department of Communications, Marine and Natural Resources to the Miscellaneous Expenditure A3-0006 Sub Head. The audit examined expenditure in the period January to July 2004 and also examined the expenditure in the same period in 2003 for comparison. Any major issues arising from the comparison of the 2003 expenditure will also be addressed in the audit report.

This report is in compliance with the Standards for Professional Practice of Internal Audit set by the Institute of Internal Auditors (IIA).

2. OPINION
It is the opinion of the Internal Audit Unit of the Department of Communications, Marine and Natural Resources that the internal management and controls systems in place to monitor and administrate the miscellaneous subhead were partially satisfactory.

In relation to the specific audit objectives;

1. We are partially satisfied that functions have been clearly allocated, and that separation of duties exist 

2. We are partially satisfied that the correct expenditure is paid for and correct sub-heads allocated. 

3. We are not satisfied that the there is a procedure for monitoring each division’s use of Miscellaneous Expenditure.
4. We are satisfied that the transfer of suspense account balances to miscellaneous sub-head is appropriate.   

5. We are not satisfied that controls are in place to prevent unauthorised use of the A3 Miscellaneous Budget.

6. We are partially satisfied that the subhead is not being used for items that should have appeared on another sub-head.

3.   MAIN FINDINGS
The systems of control in place within the Department of Communications, Marine and Natural Resources with regard to the A3/0006 Miscellaneous Expenditure were found to be partially satisfactory. 

The Miscellaneous expenditure budget was €75,000 in 2003 and €5,000 in 2004. The total expenditure on the A3/0006 subhead during the period January to July 2004 was €114,419.24. The expenditure in 2003 to the end of July on the miscellaneous subhead was €246,232.14.

Control Weaknesses – Category A

1. Overspending of Budget 

An inability to cap budgets using the old FMS system lead to overspends on the miscellaneous subhead in the two periods examined.  In 2003 Corporate Services Division had responsibility for the Miscellaneous Expenditure Subhead. The budget for the year was €75,000 Divisions were required to submit a CSD requisition form before incurring expenditure in this area. In spite of this control, divisions placed expenditure on the subhead without prior clearance from the Corporate Services Division. In 2003, up to the end of July there was a total of €246,232.14 spent on the A3/0006 subhead. In 2004 Services decided to reduce the Subhead budget from €75,000 to €5,000. In spite of this the budget was yet again overspent. The transactions placed by divisions totalled €114,419.24 to the end of July 2004. 

2. Segregation of Duties

During the course of the audit the following control weaknesses were discovered:

a) The approval for payment of a Visa card bill by the holder of the official credit card without any segregation of duties.

b) Pay directions not always being signed by two separate Officers

No designation of a staff member to monitor expenditure on the subhead.

Control Weakness Category C
3. Prompt payments of accounts 

According to the ‘Prompt Payment Act 2002’a payment is regarded as late when 30 days have elapsed unless an alternative payment period is specified in an agreed contract. In the case of a committee meeting organised by the Department’s Marine Environment Division for the Ospar Commission the act was not adhered to. After the meeting took place in January 2003 an invoice for €6,538.43 was sent to the main organiser of the event in the Division for the provision of secretarial and translation services by OSPAR. However, this staff member changed divisions and subsequently this invoice was not dealt with. This invoice came to the attention of OSPAR accounts division on the 2/2/2004. This invoice was therefore only forwarded from the division involved to Services on the 4/2/2004. Finally the invoice was paid on the10/5/2004, over 14 months after the after the original invoice was received by the Department. 

4. Misuse of the Miscellaneous Sub-head 

X were recruited by Human Resource Management and paid a figure of €3,630.00. X is a consultancy firm and within the Department’s accounting procedures any consultancy is paid for through its own individual sub-head. They were hired as a consultancy service to aid an interview board for appointment of Chief Surveyor for the Marine Survey Office. It is unclear why HRD did not pay this item through their consultancy budget.

Other Points

5. G.S.I Suspense accounts

Expenditure in relation to the closure of GSI Suspense/Project accounts amounting to €49,330 was posted to the Miscellaneous Expenses Subhead. These relate to losses or over expenditure against budget on projects undertaken for Local Authorities by GSI. Internal Audit has already expressed concerns in relation to these Suspense/Project accounts in previous audits and the recommendations of these earlier audits are still relevant. The issue in relation to this audit is that there is full and transparent accounting for such losses. Internal Audit would consider that the Miscellaneous Expense sub-head is the most appropriate account to post these transactions, given the accounting structure that existed in 2004. However, given the size of these losses, a separate note to the Appropriation Account would be warranted.   

6. Agresso considerations

IAU realise that the Agresso Financial Management System has replaced the old FMS and that many of the issues surrounding monitoring and assigning expenditure to subheads will be improved by the new system.

Audit Report

The audit report considered any significant issues found, the levels of control that existed 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.

Programme/Sub-Head Examined

The expenditure on Miscellaneous (A3/0006) from January 2004 to July 2004 was examined and also analysis of the same period in 2003 for comparison. 

Audit Methodology and Scope

A) Audit Scope

The audit uses a systems based risk assessment 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 overall scope of the audit was to examine the effectiveness of the management and control systems in place. This Audit did not examine the value for money of the expenditure or analysis the outcomes as a result of this expenditure.

B) General Audit Objective
To provide an assurance to management concerning the adequacy, application and effectiveness of the systems of internal control employed in relation to expenditure on the miscellaneous subhead (A3/0006). Within this overall aim, the following specific audit objectives were addressed:
1. Whether functions have been clearly allocated, and that separation of duties exists
2. Whether the correct expenditure is paid for and correct sub-heads allocated. 

3. Whether there is a procedure for monitoring each division’s use of Miscellaneous Expenditure.
4. Whether the transfer of some of the suspense account balances to miscellaneous sub-head is appropriate.   

5. Whether there are controls are in place to prevent unauthorised use of the A3 Miscellaneous Budget.

6. Whether the subhead is being used for items that should have been placed on another sub-head.

C)  Sample Selected

A sample of 9 transactions was selected for the 2004 expenditure and a total of 7 transactions in 2003. The sample was selected using Monetary Unit Sampling to give a 95% confidence internal with a 1% error rate that the items chosen are representative of the total population. The sample was selected across a broad spectrum of the Department’s Divisions and includes small medium and large transactions across a range of activities.

A summary of the sampling used is set out in tabular form in Appendices 2 & 3 of the report.

D) Nature of Findings

In the course of our work a small number of findings had 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 by the seriousness of the weakness found.
(See Appendix I for the categorisation used)
Audit Resources

The audit was carried out by, Mr Niall Kelly, Head of Internal Audit Unit with the assistance of Ray Treacy and Clodagh Flynn, Internal Audit Unit during the period from October to December 2004.         

                          .
Findings & Recommendations

Control Weaknesses – Category A

1. Overspending of Budget 

Corporate Services Division had responsibility for miscellaneous expenditure in 2003.Corporate Services “has sole responsibility for approving, processing of payments and monitoring of expenditure in this area” Administrative Budget Manual.

Divisions should seek approval to incur expenditure in this area prior to entering into commitments. In 2003, up to the end of July over €246,000 was spent on this subhead. IAU confirmed from Corporate Services Division that the budget for this subhead was €75,000 in 2003.

In 2004 Corporate Services reduced the Subhead budget from €75,000 to €5,000. In spite of this the budget was yet again overspent. The transactions placed by divisions totalled €114,417 to the end of July 2004. 

Corporate Services had difficulty monitoring expenditure in this area as Divisions were placing items on the subhead without Corporate Services knowledge, as the old FMS was inadequate to allocate expenditure that was outside of the narrow definitions of the old FMS system. Also the old system allowed expenditure to be placed on a subhead even if the budget was overrun. In the new Agresso FMS the system will not allow expenditure to be placed on a subhead if the budget is already spent.
Recommendation 

There is no longer a requirement for a specific miscellaneous subhead as the new Agresso system has replaced the old FMS system. Divisions in future will have capped budgets for expenditure and will have to apply to spend more than their allocation. Therefore Corporate Services will no longer be required to be responsible for approving, processing and monitoring expenditure by other divisions.   

Managerment Response 

While Corporate Services were given responsibility for this sub-head, in practice expenditure was also incurred by other Divisions. Following the introduction of the Agresso we are given to understand that Corporate Services now will have control over expenditure for which we have responsibility. Corporate Service monitor this sub-head to insure that expenditure is not posted from other Divisions.

2. Segregation of Duties

During the course of the audit the following control weaknesses were discovered

a) G.S.I has an official Department credit card. A pay direction was completed to pay the visa bill. The cardholder was the only signatory on the pay direction therefore a separation of duties did not occur.

b) Levels of compliance with segregation of duties

	2004 – Total sample 9 transactions

	Segregation of duties
	2

	One signature only
	3

	Illegible signatures
	3

	No pay direction 
	1 (closure of GSI suspense account)


	2003 – Total sample 7 transactions

	Segregation of duties
	3

	One signature only
	2

	No pay direction 
	2 (Spectrum payment GSI and Informa UK for Broadcasting Policy


In addition to this while a number of these pay directions adhere to the requirement of two signatures not all of the signatures are clearly legible.

c) Segregation of duties requires that there should be a designated staff member to monitor expenditure. By having no designated member of staff to monitor expenditure, overspending can occur more easily.          

Recommendation   

a) The official in possession of the official credit card should in future ensure that an Officer of sufficient rank signs the approval on the pay direction. This is important to show that the use of official credit cards is closely monitored and subject to the normal financial management rules. The Agresso system will enable a specific subhead to be allocated for this expenditure which will require two people to be involved in the processing and authorising of the pay direction.

b) Divisions should ensure that segregation of duties exists in the processing and authorising of invoices. Again the Agresso system will require separate processing and authorising. Divisions should also try to ensure that the signatures on official documents are legible.

c) In regard to monitoring expenditure it is realised that the old FMS made it difficult to keep track of expenditure. The Agresso package will allow detailed examination below the subhead level and easy to issue reports on expenditure so in future Division’s will have the appropriate tools at their disposal to keep track of expenditure. 

Management Response
GSI management fully agree with this recommendation and will ensure that for all future Credit Card statement/bills the approval on the pay direction will be made by a senior officer and not be the card holder.

Control Weaknesses – Category C

3. Prompt payment of accounts

According to the ‘Prompt Payment Act 2002’ a payment is regarded as late when 30 days have elapsed unless an alternative payment period is specified in an agreed contract. In the case of an event organised by OSPAR for the Department’s Marine Environment Division, this act was not adhered to. After the meeting in January 2003 an invoice for €6,538.43 was sent to the main organiser of the event in the Division. However, this organiser changed divisions shortly after. Subsequently this invoice was not dealt with. This invoice came to the attention of OSPAR’s accounts division on the 2/2/2004. This invoice was therefore only forwarded from the division involved to Services on the 4/2/2004. Finally the invoice was paid by services on the 10/5/2004 a full fourteen months after the original invoice was sent. This was a serious lapse in time between invoice and payment. 

Recommendation

In this case there was a definite need for an improved paper trail in the administration of invoices in the Division. Within each Division there should be,

1. A copy of the invoice requesting payment and any other supporting documentation including the date the invoice was received in the Division.

2. A database or spreadsheet for monitoring expenditure/new Agresso FMS

3. A copy of the pay direction sent to Accounts

4. A record of when the payment was made by accounts/Agresso FMS

5. All signatures on documents should be readable and if possible the Officers name should be typed below the signature to allow clear identification.

Management Response

We have further examined the file relating to the invoice for €6,538.43, for the provision of secretarial and translation services by OSPAR, for the Biodiversity Committee Meeting, which took place in Dublin Castle from 20-24 January 2003 (not in February as stated in your report).

The invoice dated 24th February 2003 was received the end of February 2004 by a former member of staff of the Marine Environment Section on and promptly passed to the Division for payment.

The procedure in place in this Department at that time was that Services Section were responsible for processing this type of payment. The member of staff photocopied the invoice on receipt and kept a copy on the file and the original was immediately sent to Services Section.  That section was responsible at that time for arranging for pay directions to be sent to Castlebar for payment.  It was assumed that the invoice would be processed in the normal way by Services Section. However, Marine Environment section should have followed it up with both Services Section and Castlebar to ensure the payment was actually made.

Marine Environment Section was in regular contact with OSPAR all through the following year and the matter of the unpaid bill was never raised.  It was only in 2004 when they were preparing their Accounts that OSPAR brought the matter to our attention.  Marine Environment section acted immediately on receipt of the OSPAR query.  They contacted Services Section on 4/2/04 (having received the query on 2/2/04).  It is noted it took Services Section from 4/2/04 to 10/5/04 to process the payment and confirm that the bill was paid.

A new system was immediately introduced to address the control weaknesses whereby all invoices are followed up until we were satisfied payment is made, to ensure a similar incident would not recur in line with your recommendations.

As you are aware, this particular function has now been devolved.  With the FMS Agresso system in place individual Divisions are now responsible for sending their own pay directions to Castlebar for the payment of invoices received.  All invoices are date stamped on receipt and associated with any other supporting documentation in the section. The invoices and pay direction are now photocopied and kept on a file  while the originals are sent to Accounts in Castlebar.  When payment is made confirmation of payment is placed with the documentation on the file.  Staff have been requested to ensure that all signatures are legible to allow clear identification of the Officer in line with your recommendations 

4. Misuse of the Miscellaneous Sub-head

X were recruited by Human Resource Management and paid €3,630.00. X is a consultancy firm and within the Departments accounting procedures any consultancy is paid for through its own individual sub-head. They were hired as a consultancy service to aid an interview board for appointment of Chief Surveyor for the Marine Survey Office. 

Recommendation

The introduction of the Agresso System will prevent Divisions from placing expenditure such as Consultancy into a separate subhead. Once you have reached your capped amount the Agresso system will not allow extra to be placed into the particular subhead, in this case consultancy. The Division will have to apply to spend extra funds in the particular area. 

Management Response

HRD agrees with the recommendation.

Other Issues 

5. GSI Suspense Accounts

Expenditure in relation to the close off of GSI Suspense/Project accounts was posted to the Miscellaneous Expenses Subhead. These relate to losses or over expenditure against budget on projects undertaken for Local Authorities by the GSI.

The closure of the GSI suspense account Clare Groundwater Protection was selected as part of our sample, it relates to the closure of a suspense account that had a deficit balance of €22,083.28, closure was requested by GSI on the 11th of June 2004. It formed part of an overall suspense account closure on that date of €49,350.90, from 7 suspense accounts. 

These amounts were transferred from A03/0008 (legal expenses) on authorisation from GSI. Of this €49,350.90 a sum of €10,000 was paid to (GSI TV Series) to make a penultimate payment towards the deficit balance of €18,459 on this suspense account. It is not clear that this account has been closed.

Recommendation

Internal Audit would consider that the Miscellaneous Expense sub-head is the most appropriate account to post these transactions, given the accounting structure that existed in 2004. However given the size of these losses a separate note to the Appropriation Account would be warranted.   

Internal Audit has already expressed concerns in relation to these Suspense/Project accounts in previous audits and the recommendations of these earlier audits are still relevant. The issue in relation to this audit is that there is full and transparent accounting for such losses.

Management Response

It should be noted that all suspense accounts, including those arising in the GSI, are reviewed on a regular basis throughout their lifetime and closed as appropriate.  Some accounts have plus balances going to Appropriations in Aid, others have minus balances and are charged to the Vote.  

The deficiencies of managing GSI contract income through suspense accounts has been rehearsed on many occasions, not least in the earlier internal audit report.   A working group composed of Finance Unit, Accounts and GSI staff was set up to drive implementation of that report’s recommendations.  This group decided to seek to apply gross accounting to all such transactions from a given date and accordingly, gross accounting was applied to all GSI public contracts from early 2005 following appropriate clearance by the Department of Finance.  The Office of the Comptroller and Auditor General was also made aware of the new approach, which replaced the old method of accounting through suspense accounts.  

An inevitable corollary of implementing gross accounting was that all GSI suspense accounts at a certain date would be closed and all such projects from then onwards covered by the new approach, regardless of whether they would have generated a loss or surplus on subsequent debiting of relevant expenses and/or crediting of relevant receipts.  Closure and full migration to the new system was decided by the Group to be the best way of effectively and consistently managing these projects in future, in consultation with the Department of Finance.  Closure was effected with Finance sanction in time for the submission of the 2004 Appropriation Account but since each account could subsequently have generated a negative or plus balance under the old approach, the net negative balance could not be correctly described as a loss.  The closure was noted under “miscellaneous items” in the Account and its purpose stated as being to clear project accounts, with the application of gross accounting principle to these contracts also noted.  A new entry “GSI contract income” was included in the Appropriations in Aid in the 2005 Revised Estimates.  Therefore the recommendation insofar as it applies to ensuring full and transparent accounting for GSI moving to the new approach has already been implemented. 

The GSI closure specifically referred to in the Audit Report was not covered in the closure amount disclosed in the 2004 Appropriation Account above, as the reason for this closure was quite separate and distinct.  Most of this general imbalance was caused by the Department of Public Enterprise crediting the associated receipts to the Appropriations in Aid of that Vote in 2000, instead of crediting them to the appropriate suspense accounts.  When the status of these accounts was reviewed in this Department in 2004, the figures were already indelible as per ‘Public Financial Procedures’ (see section C6 13).  The Procedures provide that any claim between two Departments lapses on surrender of the surpluses on both Votes, effectively when the Appropriation Accounts are agreed, and that any attempt to correct the error by transfer between Votes in a subsequent year is irregular.  While the correction hit the D/CMNR Vote in 2004, since the amount was mostly balanced by receipts in another Department, it could not be argued that there was any great write-off or loss to the State in global Exchequer terms or any major accounting principle breached.  

In the circumstances described in the foregoing paragraphs, the particular adjustment could not be correctly described as a “loss of expenditure over budget” and is more properly termed “correction of previous errors” following PFP.  A note to the Account was not considered necessary or appropriate for this reason.
6. Agresso Considerations

As the system of financial management has been changed since the periods in which the expenditure was placed on the miscellaneous subhead, IAU acknowledges that the introduction of the new Agresso Financial management system has put in place a system to provide clear and detailed monitoring of expenditure. Agresso has the ability to record categories of transactions, budgeting, income/sales order processing and management reporting. The old FMS system did not allow for this level of detail to be applied to the chart of accounts. 

As each new item of expenditure will require a unique code, the ability to place expenditure on such a broad subhead will cease. There will be capping of levels of expenditure on each new subhead and only authorised officers will have the ability to place expenditure on particular subheads. Therefore monitoring of expenditure to a level of detail “below subhead level” will be available to the Department.

Recommendation

The Agresso financial management system, when fully operational in all Divisions and with the delegated staff complying with the necessary reporting and monitoring requirements will, in the opinion of IAU, reduce the instances of insufficient financial management recorded during the course of this audit.

 It will however, require the commitment of management in Divisions to ensure that the staff have adequate training to allow them to operate the Agresso system to its optimum effect. IAU recommends that a close monitoring of the impact and effectiveness, efficiency and operation of Agresso be undertaken by the MIF unit to assess the overall level of improvement it has brought to the Department’s financial management system.

Management Response 

Response from MIF Unit 
Agresso Financials went live in the Department in November 2004.   Agresso implementation in the DCMNR has been carried out in accordance with the Departments Agresso Implementation Project Plan and the recommendations contained in the CGEY MIF Current and Future State Reports, and the many reports, guidelines and recommendations issued by MIF central in the Department of Finance.

A comprehensive chart of accounts was designed to capture and thoroughly report on, in a timely manner, all financial activity engaged in by the Department.  As a modern financial management system, Agresso is designed to ensure best practice in financial controls ensuring segregation of duties, enforced adherence to individual authorised spending limits and expenditure within budgets through budget checking.    

In order to ease the transition to Agresso and a MIF environment a significant training and communications initiative was undertaken.  MIF awareness has been raised on a continual basis throughout the Department.  This was done through presentations at divisional meetings and induction courses, in-house Financial Management courses, system design workshops etc.

In order to progress the Agresso training program the MIF unit established a Training Sub-Group working closely with X and adopting the recommendations of the training reports issued by MIF Central Unit and their training analysis updates while fully utilizing all training opportunities and material recommended by them. 

Having identified the training needs an ongoing multi faceted monitored training program is being rolled out to ensure all MIF team members, managers and end users receive the necessary module, reporting, system administration training and support in all systems both during and post implementation. The objective is to ensure each officer has the requisite level of awareness and knowledge of the MIF program and that staff have adequate training to allow them to operate the Agresso system to its optimum effect.   The MIF team operates an Agresso divisional trained user register to monitor skill gaps and is currently reviewing all the training undertaken to date.  A DCMNR post project review will be completed in Q3 and will include a project benefits realization register.

Response from Corporate Finance Division

The Subhead A3 Miscellaneous Subhead Item existed prior to November, 2004. In accordance with the DCMNR’s Administrative Budget Procedures, responsibility for financial management and control and expenditure under that subhead item rested with Corporate Services Division and there was no delegation of expenditure to Line Divisions.

Finance Unit had expressed concern for a number of years, both at Administrative Budget Monitoring Committee meetings and elsewhere, at the unauthorised appropriation of expenditure by Line Divisions to the Miscellaneous subhead item and urged that such unauthorised expenditure be followed up with the relevant Divisions.

In the circumstances, a multi-faceted programme of intervening was brought  to bear on this problem, encompassing rollout of new FMS, “hard wiring” of additional controls in system configuration, engagement of the relevant central divisions in mitigation actions and the provision of information and training for Line Divisions as part of devolved budget rollout.

In order to assist Corporate Services Division in the financial management and control of A3 Miscellaneous expenditure, Finance Unit, in the context of workshops and consultations on the new Agresso Chart of Accounts, undertook an analysis of expenditure appropriated to this sub-item. On the basis of that analysis, and following consultations with Corporate Services Division, it was decided to substitute 7 new codes for the Miscellaneous subitem in the Agresso Chart of Accounts. The new subhead items codes are shown in the Table at the end of this response.  Effectively, there is therefore no longer a miscellaneous item to draw on as previously.

The DCMNR’s Administrative Budget Procedures were amended to reflect the revised Chart of Accounts and new control arrangements (viz. SCMD is responsible for Staff Networks and HRD for Long Service Awards). Only expenditure authorised by Authorised Officers may be charged to these subitems.  On 23 May, Heads of Functions were once again reminded of the expenditure headings under which they are permitted to spend for devolved purposes and that control failure reports had to be completed if there was unauthorised charging of expenditure.  They had previously been informed of the permitted subheads since the original rollout of the devolved budgets in May 2003 and this issue had also been covered in devolved budgets guidance and training events.  

The Responsible Divisions for A3 miscellaneous expenditure items (CSD, HRD, SCMD) have received training in the Chart of Accounts, Budgeting and Financial Reporting. This will enhance their ability to effectively monitor and control expenditure within their respective subitems.  It is critical that these Divisions monitor closely expenditure in these areas and follow up control failures and unauthorised expenditure with the relevant Divisions.  

On more general financial management and Agresso training, in order to ease the transition to Agresso and a MIF environment, a significant training and communications initiative was undertaken.  MIF awareness has been raised on a continual basis throughout the Department.  This was done through presentations at divisional meetings and induction courses, in-house Financial Management courses, system design workshops etc.  In order to progress the Agresso training programme the MIF unit established a Training Sub-Group working closely with Mentec and adopting the recommendations of the training reports issued by MIF Central Unit and their training analysis updates while fully utilizing all training opportunities and material recommended by them. 

Having identified the training needs an ongoing multi faceted monitored training program is being rolled out to ensure all MIF team members, managers and end users receive the necessary module, reporting, system administration training and support in all systems both during and post implementation. The objective is to ensure each officer has the requisite level of awareness and knowledge of the MIF programme and that staff have adequate training to allow them to operate the Agresso system to its optimum effect.   The MIF team operates an Agresso divisional trained user register to monitor skill gaps and is currently reviewing all the training undertaken to date. 
The roll-out of the Agresso Purchase Order Processing Module will further enhance financial control mechanisms and, in particular, block postings by unauthorised signatories and those which would lead to a budget excess.  

Having described above existing and planned interventions designed to prevent the instance described, there is an argument that as well tools such as training, information and guidance dissemination, control failure reporting and funds blocking, use of sanctions for unauthorised expenditure at a middle to senior level might be a useful supplementary incentive to ensure Divisions comply with existing procedures and to underpin the cultural change required.

Finally, close monitoring and quality assurance is undoubtedly required to “ police” the new system and has been an integral part in the rollout of the new system in all parts of Corporate Finance Division using the system, i.e. MIF Unit, Finance Unit and Accounts Unit.  Quality assurance issues have also been progressed in informal working groups on CSD, GSI, assets, FHC Fund and the MSO financial issues, in the Department’s Mullarkey Committee and will also arise at the reconstituted Administrative Budget Monitoring Committee.  The recommendation that “close monitoring of the impact and effectiveness, efficiency and operation of Agresso be undertaken to assess the overall level of improvement it has brought to the Department’s financial management system” will be taken up by the MIF Steering Group as part of the mandatory post implementation review required as part of the interdepartmental MIF Project Plan and include a benefits realisation identification project.

	Old Prose Code (Pre 4/11/04)
	New Agresso Code (Post 4/11/04)

	- Miscellaneous
	- – Official Gifts

	
	- – Health Screening

	
	- – Translation and Interpretation Services

	
	- – Travel Pass

	
	- – Long Service Awards

	
	- – Work Permit Fees 

	
	- – Staff Networks
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APPENDIX 1 - Categorisation of Audit Findings

The findings in this report have been categorised using the following broad headings;
Serious Weakness - matters which could result in financial (EU or Exchequer) loss.  Management must act upon these recommendations immediately.

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 time- table 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 -
Where the finding was a Serious Weakness, there could result a financial loss greater than 5% of expenditure, or the weakness were so critical that its financial exposure cannot be quantified.  

Where the finding was a Control Weakness, the weakness had a significant risk of a disaster occurring, or no controls existed in vital systems, or no Departmental / EU policy existed.

B - 
Where the finding was a Serious Weakness, there could result in a financial loss of 1% to 5% of expenditure, or the weakness could lead to a major financial exposure.

Where the finding is a Control Weakness, poor controls existed in vital systems, or controls were not being operated properly, or Departmental / EU policy was not being fully implemented.

C - 
Where the finding is a Serious Weakness, which could result in a financial loss of less than 1% of expenditure, or the weakness could develop into a problem.

Where the finding is a Control Weakness, controls need to be improved within the system, or operational controls were poor, or the Department needed 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 were not weaknesses in internal controls but could result in improved operations and/or greater efficiency.  Management were encouraged to implement these recommendations.

Appendix 2

2003 Sample – Period: January to the end of July
	Total Expenditure in Period
	Total Expenditure Examined
	Percentage examined

	€246,232.14
	€59,086.81
	24%


	Transactions Total
	Transactions examined
	Percentage examined

	276
	7
	2.5%


	Sub-Head
	Division
	Number of Transactions
	€ Amount
	% Of Total Expenditure

	-
	Secretary General's Office
	1
	1,300.00
	0.5%

	-
	Finance Unit
	1
	45.00
	0.01%


	-
	HRD
	1
	3,630.00
	1.47%

	-
	Marine Safety and Environment
	1
	69.84
	0.02%

	-
	GSI
	1
	53,166.16
	21.59%

	-
	GSI
	1
	19.05
	0.01%

	-
	Broadcasting Policy
	1
	856.76
	0.34%

	Totals
	6 Divisions
	7
	€59,086.81
	24%


Appendix 3

2004 Sample – Period: January to the end of July 

	Total Expenditure in Period
	Total Expenditure Examined
	Percentage examined

	€114,419.24
	€55,093.89
	48%


	Transactions Total
	Transactions Examined
	Percentage examined

	132
	9
	7%


	Sub-Head
	Division
	Number of Transactions
	€ Amount
	% Of Total Expenditure

	
	
	
	
	

	-
	Secretary General's Office
	1
	4,517.38
	3.94%

	-
	Finance Unit
	1
	11,237.14
	9.82%

	-
	HRD
	1
	4,150.70
	3.62%

	-
	Marine Safety and Environment
	1
	6,538.43
	5.71%

	-
	GSI
	1
	900.00
	0.78%

	-
	GSI
	1
	906.75
	0.79%

	-
	GSI
	1
	40.00
	0.03%

	-
	GSI
	1
	22,083.28
	19.30%

	-
	Communications, Business & Technology
	1
	4,720.21
	4.12%

	Totals
	6 Divisions
	9
	€55,093.89
	48%


· The total expenditure for the two periods examined was €360,651.38 the total sample was €114,180.70, which represents 32% of the total expenditure over the two periods.

· The total number of transactions in the two periods examined was 408, the sample selected for the audit totalled 16 transactions which represents 4% of the total 

Appendix 4

7. Comparison of 2004 expenditure with 2003 expenditure 

In the period examined by the Audit there was a reduction in the amounts placed on the miscellaneous subhead between 2003 and 2004, from a total of over €246,232 in 2003 to €114,419 in 2004.

Comparison of 2004 expenditure with 2003 expenditure
Division with Highest Expenditure

The Geological Survey of Ireland spent the highest amount in both periods on the miscellaneous Subhead. The Divisions spend is almost half of the total expenditure in the period examined.

January to end of July

	Period
	GSI expenditure
	Total Expenditure
	Percentage

	2003 
	€118,374
	€246,232
	48%

	2004 
	€55,576
	€114,419
	49%

	Total 
	€173,950
	€360,651
	48%
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